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Advanced Candlestick
Charting Techniques:

Secrets to Becoming a
Samurai Trader

e Tel: 732.254.8860 (USA)
e Email: nison@candlecharts.com
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"He who iIs well
prepared has won
half the battle”



New refinements and enhancements for high success
trading with candle charts

See when to ignore a candle signal

Special section on on intraday charts

Uncover the one rule every candlestick trader ignores at
their own peril

The P.R.O.F.I.T.S methodology

Learn the six principles every candlestick trader must
know

Uncloak new uses for the most potent candle pattern - the
window

Effective money management concepts to maximize the
effectiveness of candle charts

Interactive practice sessions
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Candles shine at Preserving Capital

=5 05X - PHIL Oil Service Index. Daily (Delayed by 20 mins) 100 e
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A tall white candle pierces this resistance in early March.

! For those who already are long this index, this was a green
light to remain long. But observe what unfolded the next
session—the doji. This doji line hinted the bulls had lost full

12250

| of the market (note: it does not mean that the bears has taken

-1 12000
control). : ]
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Warren Buffet’s Rules of
Money Management

Rule 1-Not to lose money

Rule 2-Don'tforget rule 1



Nison Trading
Principle

Candlesticks do not give
price targets.



Gravestone Doji

This doji takes on extra significance
because it confirms a resistance level |

/11 1/18 1/25 2/1
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Nison Trading
Principle

A candlestick line or pattern
requires two criteria:

* The shape of the line or pattern
* The preceding trend




Doji and Trend

Concept:

To use a northern doji as a

Doji in a “Box Range” is

signal we need to have an not a trading signal

uptrend to reverse
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“Box Range”

opyright @ 2002 eZignal.

Doji and trend

| A doji in the middle
| of a trading rangeé has

no trend change

| 1mplications
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Northern and Southern Doji

Pharmacia &orp - UsS;PHA
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53.50

------------------------- | A doji In an uptrend 53.00

is a “Northern Doji”
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Southern Doji

<«% 5 _PX - Praxair Inc, Daily [Delayed by 20 mins]

Fri lan 19 2001 16:12:41 LG @ 2001

14 candlechalits.com
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Nison Trading
Principle
Candle signals must be

evaluated and acted upon
within the market’'s context



Doji in Context

Concept:

If a doji makes a new
high close for the move,
wait for bearish
confirmation with a close
under the doji’s close

16

T \
Need a

close
under
here to
turn
bearish




Doji in Context

Which of these
scenarios 1S a more
likely top reversal?

Scenario 1 Scenario 2

\ G,
17 candlecizrs.com




Doji, but New High Close

“«® 5. T - ATE&T, Daily [Delayed by 20 mins]

Sat lan 20 2001 02:15:22 LG @ 2001

18 candlechalits.com



Doji, but New High close

[1o/11 [10/15 [10/25 [11/1 [11/3 [11/15 11/22 [11/29




Flexibility with Candles (and Confluence)

<5 NGV93 - Natural Gas-Pit. Oct 93, Daily 100 e
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What makes doji 2
different than doji 1?

ﬂ ’Tﬁm
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Trading Tactics

=@ UTY - PHLX Utility Sector Idx, Daily [Delaved by 20 mins]

1) Name the two
reversal signals
at the arrows.

| 2) Would you use
these signals to
sell short?
Liquidate longs?
Why?

What is bearish
confirmation of
the reversal
signals?

Fri Feb 23 2001 14:33:13

CoG @ 2001

22 candl



Doji as Resistance

Criteria: Use the highest high of
those two sessions (top of upper
shadow) as resistance

Implication: Close over that area: |
market is “refreshed” candl T—Ch‘é e

23




=% DJI - DJ Industrial Average, Daily IIHﬂ]EE]l
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The red arrows
| show the bulls
| have complete
| control. The doji
| session alters the
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Small Real Body as a do;|

Praxair Inc - US;PX
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DO]I after tall white
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Doji as Resistance
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Trading Tactics - Doji

Analyze these doji in the context of what happened
before. Are any of these a more likely reversal and why?

A -1 B-2 C-3

t :

_|_




Trading Tactics — Doji (answer)

Analyze these doji in the context of what happened
before. Are any of these a more likely reversal and why?

A-1

Rally may
just be
starting

29

B-2

_|_

Market not
overextended

C-3V]
_|_

Resistance
confirmed by
doji




Doji Overview - Analyze Each Doji in Context of Trend

HEIDRICK STRUGG - 20.5

- 20.0
[i}‘ﬂllq%llﬁb - 19.5
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5 C
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Remember: location and size of the shadow should be considered
when analyzing the market psychology.

Implication: Bearish long upper shadow offsets “rallying
strength.” Bullish long lower shadows hints bears losing force.

31

Shadows




Upper Shadows and slope of advance
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Hammer

Criteria: T
* Small real body at, or near top, of range l
* Lower shadow at least 2x real body

* Market in down trend l Y

Implication: ‘Groping for a bottom” \

black or white

34




Shooting Star

*Criteria:

* Small real body at, or near bottom, of range
* Upper shadow at least 2x real body

* Market in an up trend

«Implication: ‘Signaling Trouble Overhead” T

35
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High Wave Candles

Criteria: very long shadows and lower
small real body - color not important

Implication: Trend is losing force

36




High Wave Candle
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New High

< Close,but?? 1200
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15:00 30 min

38




Long Legged Doj1 — “Rickshaw ~-_
Man” g‘%

Criteria: very long shadows and lower
small real body - color not important

Implication: “Market has lost it’s sense

of direction” P
39




High-wave candle

The market 1S
| at a new high-
| but the high
wave candle
| shows the
bulls are not in

'full'contri)l."' - llI!I*_l_i

lﬁ '!!"u-
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Engulfing Patterns

Bearish Crite.ria:
. * White real body wraps around
Engu Iflng preceding black real body
Pattern
* Market in down trend
‘ «Implication: Market bottoming out

Criteria:
* Black real body wraps around
preceding white real body

Bullish
* Market in up trend Engulfing
Pattern

!
u_m_lu_h Hes.com

Implication: ‘Bulls have been
constrained”




Bullish engulfing pattern as support

ORACLE

- 103

- 10.2
One of most powerful aspects of oo
the bullish engulfing pattern is Lt 99

9.8
“j] their use as support. -

- 97
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- 9.4
- 93
- 9.2
- 9.1
- 9.0
- 89
- 83
- 87
- 86
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- 8.4
- 83
Y.
- 8.1
- 80
- 7.9
- 7.8
- 77
- 76
- 75
- 7.4
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{1
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|16 T T T T |23 T T T T |3O T T T |7 T T T T |14 T T T T |21 T
October

42 candlecl



Bulllsh engulflng pattern

. Geddy
candlechalits.com



Bullish engulflng pattern as support

namic,0:00-24.00

-

While the low of the bullish
engulfing pattern is support,
for those who are more eager
to buy you can use the center
of the tall white real body as
an entry point. Keep in the
mind the risk —-reward of the
trade.

Copyright @ 2002 «Zigral.  ~

\ Cenfer téll

white

- 125.00

- 124.00

- 123.00

- [2.00

- 1.00

- [20.00

- 119.00

- [18.00

- |17.00

- [16.00

- [15.00

Jul

Dec

- [14.00

44
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Beansh engulfmg pattern as resistance

- If the first candle

_is a doji instead
of a white real

“body it is still

-viewed as a -

_bearish engulfing
pattern.

Copyright @ 2002 eSignal. :
2 2
May

Published by eSignal [weww asignial conm)

45 candlec



Bearish Engulfmg Pattern compared to Western out5|de reversal

fsasn
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fs450
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53250

132.00
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Relative Strength

«% 5 MCD - McDonalds Corporation, Daily [Delayed by 20 mins]

On this day Dow |
was down 150

‘Mavy

Sat Jan 20 2001 17:.562:04

LG @ 2001

47



Bullish Engulfing Pattern

«% 5 AOL - America Online Inc, Daily [Delayed by 20 mins]

Is this a
Bullish

Engulfing
Pattern ?

ua lan 20 2001 02:19:04 LG @ 2001

. Ly
48 candlechalits.com



Engulfing pattern — comparing size of real bodies

SIERRA WIRELESS |
~ 10.6
| ~ 10.5
- 104
- 10.3
| - 10.2

101
N 10.0
- 9.9
r 9.8
- 97
r 96
- 95
- 94
- 93
r 92
- 941
- 9.0
N 8.9
- 88

Consider the relative size of 1 o

the real bodies. Here they are C 85

equal size, so reversal is less

likely. Final confirmation of

it’s failure comes with the close

under its support area.

T T 1 T T T T |8 T T T |15 T T T |22 T T T |29 T T T |6 T T
April May
, Geddy
49 candlechaifts.com
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Last Engulfing Pattern

Bullish
Engulfing
Pattern ‘
| | |
‘ Last
Engulfing
I Pattern

o bl
canhdlecRzlHs.com




Last Engulfing Pattern

«“% 5 5LB - Schlumberger Limited, Daily [Delayed by 20 minsg]

Wad hayw 02 2001 15:54:49 CG & 2001
I 1 4
candlechaifte.com
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Last Engulfing Pattern

«“% 5 5LB - Schlumberger Limited, Daily [Delayed by 20 minsg]

Wad hMap 02 2001 15:564:49 LG @ 2001

e ik, |
52 Note: This is the same chart as slide 51 CG_LlL"_[C:(ZhaLF“tSKCOI'ﬂ
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Dark Cloud Cover

Criteria:

* Opens above prior high (or close)

* Closes as long black real body

* Close well into prior long white candle
* Market moving north

Implication: “Advance is exhausting
itself”

54
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Nison Trading
Principle

Not all candle signals should
be used to buy or sell. Always
consider the risk/reward
aspect of the trade.



Dark Cloud Cover and Rlsk/Reward

Pattern
Completed
Here

T T— T T— - WOLVERINE TUBE JNC. - WLV T T— T R— ;

o

o
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The Blended Candle Line

close 2

Blended candle real body = open
of the first session, close of the
last session. Blended candle
shadows = highest high and

57 lowest close of all sessions




The Blended Candle Line

-0




The Checkmate Principle:

m A series of tall white candles followed by
black candles (or small real bodies) near the
same resistance level reveals that the bulls’
drive is being “checkmated”

m A series of long black candles followed by
white candles (or small real bodies) near the
same support level reveals that the bears’
drive is being “checkmated”

!
59 u_m._lu,i_hq



Beansh Checkmate

....................... ATandTCDerST'

J: strong session

= fallure to sustaln rally

This shows lack of bulhsh follow

through shows that each time this gets
in the 60-64 range.

[Dec 11999 [Feb  |Mar ' ' T T [Sep  |Oct  |Mov Dec 2000 Feb [Mar

. Ly
60 candlechalits.com
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The Checkmate Principle

62

«n 5 MSFT - Microsoft Corporation, Daily [Delayed by 15 mins]

happened

after each
white
candle?

followed by black candles or small real bodies
‘near the same resistance level it reveals that the

“bulls’ drive is being “c-heckmated” -------- o

Sun har 04 2001 20:04:532




Tweezers Tops and Bottom
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Tweezers Bottom

................ § Caterpllrarlnc--US CAT'
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Tweezers tops

.......... : OmnlcarEJnE——USDCﬁ_QQDD
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Tweezers top
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Morning Star

Criteria:

* Market in down trend

*First candle long black

* Second real body (spinning top,
black or white) doesn’t overlap first
session’s real body

 Third candle (white) closes deeply in
first black real body

Implication: Bulls are taking control

white or black
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Morning Star

white or black

H
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Morning Star variation

26

69

Published by eSignal (v esignal.com)
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Evening Star

— white or black

Criteria:

* Market in an up trend

*First candle is long white 2
* Second real body (black or white

spinning top) doesn’t overlap first

session’s real body

 Third candle (black) closes deeply in

first white real body

Implication: Bears are taking control 1




Nison Trading
Principle
Candle signals must be

evaluated and acted

upon within the market’s
context



Evenlng Star compared to Mornlng Star

: : : : . Bank of New York ; ; : i :
Eorrnnnnns .................. ................. .................. .............. .................. T oo B .................. ................. .................. ................. ............ 2 500

Would you
buy here?

2490
2480
2470
24860
2450

~424.40

How about
here?

______________ __________________ _________________ __________________ _______________ _______ 4— MornmgStar ___________

M4 71 728

81 8111

9115

TRE

2430
2420
2410
24.00
2390
2380
2370
2360
2350
2340
23.30
23.20
2310
23.00
2290
2280
2270
22860
2250
2240
2230
2220
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Evening Star and Risk/ Reward

HEIDRICK STRUGG

Evening Star

completed here. This

is likely a poor

risk/reward for a short

sale.

This doji
confirms
the
resistance
area set by
the evening
star and as
such may
offer a
better r/r.

[

Kt

9

5 [12

[19 [26

3 9 [16 [2
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— 20.0
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— 17.5
— 17.0
— 16.5
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— 15.0
— 14.5

- 14.0

73

ep - rhidd
candlechg



Windows

Rising Iik_ ‘ yina
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Trading Tactics — practice

Candle(NOR,30) Dynamic,9:30-16:00

ST “Cooml

R H """""" B ITIE T

2 mn

8.28
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.......... DI? . X . . . . . . . . . . . R . . . 8 . . . . . . . . . . . . . . . . . E.[“]
""" EFD 2. Whien’Wo'uld you sell short based on this pattern? | =~~~ = "%
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Trading Tactics — practice (answer)

Candle(NOR,30) Dynamic,9:30-16:00

é H* J.m Potential
o . o . e - 18.70
| ThOme | selling
| +R1s1ng las0
~ window’s -
| ~ support ?Jrl-k' - o0
o o o e d:l . |j o E‘j . E;E
: D - | 1. What pattern is highlighted? Bearish engulfing pattern -~ |8.00
S EFD -~ [ 2. When would you sell short based on this pattern? - |79
' ﬁ Because of the rising window we would not sell on the
TI ﬁ]L |l completion of this pattern. As such we could sell on (a) the |7
o S resistance at the highs of the bearish engulfing -
| pattern, or (b) on a break under the windows support. '
Copuright @ 2002 ¢&ignal. . . . . . . . . . . . :."_ﬁl]
11/22 TS T1'b
Published by eSigral [www esignal.com)
| Gy,
candlechiaite.com




Breakaway Gaps




Breakaway Gap

PRECISION DRILL
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Breakaway Gap
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Breakaway gap

INTL GAME TECH

i e
I

| H*‘w?'f |

The stock not only breaks
support — but does so with a
falling window. This increases
the potency of the window’s
resistance. Note the shooting star
and bearish engulfing pattern on
the rebound

|22 |28 - I [~ =7 I [ |18 |25
February March

80 candleché&lirts.com



Breakaway Gap

MICROSOFT

‘Mﬂﬂ O

support

i

windows

W

1 [7 [14 [22 [28 4 [11 [19
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i57.00
15650
156.00
15550
1565.00
15450
154.00
153.50
i53.00
152,50
i52.00
51.50
i51.00
150,50
150.00
14950
14900
14850
148.00
14750
147.00
14650
146.00
45 50
145,00
14450
144,00
14350
143,00

27 [0M [M0i1 [o/18 10125 171 158 1115 1118 Day

T 1L
82 candlechalifts.com



83

Nison Trading
Principle

With windows size does
not matter.



Large and

smaII windows
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Large Window
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With windows size does not matter
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Small Window
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More than three windows
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Three Windows
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Island Top and Bottom

Island Top
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Island Bottom

<% 05X - PHIL il Service Index, Daily [Delayed by 20 mins]

Wad hday 20 2001 15:27:.02

CoG@2001

na I.L,Ll_l

L!L
alrtcs

com



Island Top
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Windows as Target
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Window as a target
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Rounding Tops/Bottoms
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- e
NI
.~
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Fry Pan Bottom

«n §_ABX - Amer Barrick Res Corp, Daily [Delayed by 20 ming]

Wad hay 20 2001 15:22:02 CoGe200]
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Midway (measuring) Gap

<% 5 CPQ - Compaq Computer Corp, Daily [Delayed by 20 mins])

s :

Wad Wap 20 2001 15:12:12 LG &2001
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Midway Gap

“«% S5 EMT - Embratel Participacoes SA, Daily [Delayed by 20 mins]

u fpr 26 2001 22:09:26 LG @ 2001
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High Price Gapping Play
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High Price Gapping Play
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Gapping Doji
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Gapplng DO]
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Interactive Chart

andle[ﬂ.D‘U’P D) Dynamic,0:00-24:00 .

WIE

J_

opuright @ 2002 eSignal.

1. 'What candle s1gnals are at A and B?
2..What candle signals are at C and D?

‘3. Why did the rally stall at E. and what was
. the candle signal formed? .

4. After the decline from E w r)y did the
“market find support near $18
. _ L |

1

3

9

22

Sep
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Interactive Chart - answers

andle(ﬂDVP D) Dynamic,0:00-24:00 .

1

opuright @ 2002 eSignal.

#

1. What candle signals are at A and B? -
Because of the trénd neither are engulfing
patterns. '

2. What candle signals are at C and D? —
Bullish engulfing pattern and a bullish counter-
attack pattern

3. Why did the rally stall at E and what was
the candle signal formed? ~The {allmg window
opened in early August A bearis engulf ing
pattern .

T he small

HW

market find support near $18?
rlsmg wmdow :

4. After the decline from Ew qy did the l

ﬂI

\Small rising
window

*'F

22

9
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Record Sessions

0verbought / Oversold Indicator

“ 9 record session highs

8
7 I | |

6 | |
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low for move
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Record Session nghs
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Record session highs

“«% 5 0MC - Omnicom Group Inc, Daily [Delayed by 20 mins]

Sat lan 20 2001 18:39:46 LG @ 2001
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Three Advancing White Soldiers
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Three White Soliders

Intel Corp - USIHNTC : : Do : E
: ; : = ; TRRRY, i 121 2000
121.1000
121 .0000
120 9000
120.8000
120.7000
120.6000
120 5000
1204000
120.3000
120.Z2000
120.1000
j20.0000
119.9000
119.8000
119 7000
119.6000
119 5000
119.4000
119.3000
119 2000
119.1000
118 0000
8000
R=fululu]
Fooon
E00o0
000
T8 4000
118 2000
318 2000
5 : 5 : 5 5 P : 418.1000
......... —1E|DE||:|D

: ; : : ; ; P § 417.9000
--------- e e W]

[2r20 [4/1 [4/5 [4:13 [4/20 [4:27 [5/1 [5/1 1 Day

O 0 0 0T o

; Ll
110 cand lu,(_hL_Lr“ com



Three White Sollders_
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Three Black Crows




Three Black Crows
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Rising and Falling Three Methods

ol
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Rising Three Falling Three;
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Rising Three Methods

PHARMACIA
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Open below/above the Stomach

Below Middle White Above Middle Black

T 11
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Open below the stomach

2 5_ AL - Polo Ralph Lauren Corp. Daily [Delayed by 20 mins]
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Above the Stomach

<% §5_COF - Capital One Financl Corp, Daily [Delayed by 20 mins]

Wad hay 20 2001 12:12:42 CoG & 2001
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Above the Stomach

anbbeanl Crmses Ltd -- UmL
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Above the Stomach
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Below the Stomach
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Counter Attack Lines

‘ Bearish Bullish

Lo ikl |
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Not Counter Attack Lines

Second session did not
open high enough

'

| Both sessions were not

long real bodies

H
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Bullish Counter Attack

2 5. GPS - Gap Inc, Daily [Delayed by 20 mins]
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Volume - Counter Attack
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Bullish Counter-attack
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Convergence of Clues- Counter Attack
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Bearish Counter-attack

opyright © 2002 «Zignal. .

amic)0:00-24:00

Why does this candle hint
bears’ are not in complete
control 1n spite of the large
price drop? What
hap'penedj the next session?
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The "Phantom” method
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Phantom method

<% 5 PHA - Pharmacia Corp, Daily [Delayed by 20 mins]

us Jun 19 2001 22:16:06
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Phantom method - where’s R1? (slide 1 of 2)

«B 5 M5FT - Microzoft Corporation, Daily [Delayed by 15 mins)

L L - 7600
F .é ..................... é .................. ] 7500

. .é ..................... é .................. - 7400

.. g ..................... g . I||| ............. A 7300
- i ! __________ ‘ . 7200
: g T B - 7400

JLRTTLE

S : . -~ -4 6800

} é ..................... é ......... T ] 700

[ .. Hav L e e EJun ................... 66007

Man Jul 02 2001 19:00:56 L6 @ 2001

.L;

R § _ L{ ‘L‘i )
132 CG.LlO_lECLlu.t”"CS.COIﬂ



Phantom method (slide 2 of 2)

<« 5 M5FT - Microsoft Corporation, Daily [Delayed by 15 ming]
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Using Candles in a "Box” Range

134

oy
candlecgHte.com




Box range
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=% §5_RBAK - Redback Networks Inc, Daily [Delayed by 15 mins) 1
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Box Range

<% CLUA93 - Crude Light-Pit, Sep 93, Daily
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Intraday Techniagues

> Flexibility reading candle signals

» Combining intraday signals with longer
time frame support or resistance.

> Harnessing intraday charts for signals
not available on daily charts



Bearlsh engulflng pattern and Intraday charts
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Intra-day candle patterns
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Windows on intraday
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Intraday Techniagues i

» Combining intraday signals with
longer time frame support or
resistance.

141 canu[e@[f@trts;com




Daily chart for support (slide 1 of 2)
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Intra-day to place trade on confirmation of support
level obtained from dally chart (slide 2 or 2)
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Use time frame of higher degree for resistance (slide 1 of 2)

AMER EXPRESS CO

The volume spike on the falling window
on this daily chart increases the
significance of this resistance. So we have
resistance near $40. Now let’s shift to the
intra-day chart to see if there are any
bearish signals as the market approached
this resistance near $40.....
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Intra- day chart to p05|t|on trade (sllde 2 of 2)

spinning
tops helped
confirm the
importance
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Chart of higher degree (slide 1 of 2) - Daily
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Chart of higher degree (slide 2 of 2) - 5 Minute
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Daily for Support /intraday for positioning - slide 1 of 2
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Daily for Support /intra

day entry - slide 2 of 2
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Intraday Techniagues '

» Harnessing intraday charts for
signals not available on daily charts

150 canu[e@[f@trts;com




Oversold?

F’harmacia Corp --

- Daily Chart (sllde 1 of2)

On thlS daily chart it
looks oversold
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Look oversold now? - 30 minute charts (slide 2 of 2)

S S e L R U e S s s e e S T

Sl SR e R U e S s S e e S U P

ig _________ D ;;g?@%ﬁ@ﬁ;%@ﬁ;ggg ________ ________ _____ __________ ________ ___________ i 6280

é észno
é 25150
é 25130
é 55050
é gsono
é 24950
é 249n0
é 24350
S gdano
é 24750
é 24730
5 24550

. 346.00

" 30 min

611 12:00 [5/2 12:00 [5/3 12:00 [5/4 12:00 [5/7 12:00 [5/8 12:00 [5/9 12:00 510 [B/1

Grldkdine AR




Intra-day window - not a window on daily
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Using intra-day charts for windows (slide 1 of 2)
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Usmg |ntra day charts for windows (slide 2 of 2)
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Using intraday charts - siide 1 of 2

Why is this market
| | having trouble near
""" ot 1325 from Aug. 9-
------ 13?2 Isn’t first
______ resistance at the

prior high near
1355?
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Using intraday charts - slide 2 of 2
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Usmg intra- charts for support - (slide 1 of 3)
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Using mtraday chart for support - slide 2 of 3
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Usmg intraday chart for support - slide 3 of 3
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Intraday trading tactics — slide 1 of 3

On this daily chart, where’s R1 .
-as of Dec. 3? Is it 955 or -
something else? Let’s g0 to the
‘intra-day chart..

opuright @ 2002 «Tignal.

2
Dec
Published by eSignal (www esignal.cam)
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Int

raday trading tactics — slide 2 of 3

U] LYTTalt wJU- 10U

resistance here
before 955 on
this 30 minute

opyright @ 2002 ¢Signal.
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Intraday trading tactics — slide 3 of 3

opyright @ 2002 «Zignal.
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Usmg Intraday Charts - Dally Chart (Sllde 1 of 3)
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Using Intraday Charts - Hourly Chart (Sllde 2 of 3)
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Usmg Intraday Charts - Daily Chart (Sllde 3 of 3)
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Candlecharts.com
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> Trading Tactics

+ Timing

+ Market Chameleon
+ ITrend

+ The Three Cs

[ Ltll;LLL "
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“"His potential is that of
the fully drawn bow, his
timing the release of the

trigger”
r N
Market Timini

i . I IJLJJ'II
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Trading Tactics — Timing

INTEL CORP "t
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Tradlng Tactlcs- Entering a Trade

The morning star pattern is not
completed until the third candle
line. However, in this scenario
the second session of that
potential pattern is confirming
the window’s support area. As
such, one could buy lightly there.
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Trading Tactics — not waiting for the close
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When to initiate a position

<% HO - Heating Oil-Pit, Weekly [Delayed by 30 minsg)

Although the

| doji made a new -
high_close for

|| the move- it is
confirming a
resistance area.

I As such we can
consider selling

' ]ig—htly; :

[

Mad har 21 2001 004422 oG @2001
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Trading Tactics —Case Study

FOMENTO MEXICANO
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Trade Tactics — Case Study

ADELPHIA STKC

Small
bearish
engulfing
pattern as
exit

or close

under g
- 22.0
bull d
- 215
channel s
- 21.0
— 20.5
Hammer L 200
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“Only those who
=y understand adaptation
will win the battle”

/Market Chameleon - A

adait to chaniini
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Nison Trading
Principle

Being a Market Chameleon:

As the market environment changes —
based on what the technical signals are

telling us — we should adapt our market
outlook



Market Chemeleon

L - Quest Diagnostics Inc - US;DGX

Buy on these back to back
hammers. Original target is
resistance as defined by recent
high and falling window. With
the resistance and decline from
the shooting star that zone now
becomes the area to take
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Adapting to the Market

=% 5 JD5U - JDS Uniphase Corp. Daily [Delavz
Breakout

Over : ./~ Dark Cloud
Resistance L

Cover!

A prudent trader never
I argues with the tape.

| Markets are never
wrong-opinions often

Sun Jan 21 2001 23:05:19 CoE @ 2001
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Adaptlng to the Market
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Being a Market Chameleon

s NRCH - Hasdaq Composite Index, Daily [Delayed by 15 mins]

T S - | The triangles show a support
level, but once broken we
should adapt our stance to
what the market is telling us.
(Observe the change of
polarity)
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Adapting to the market

<x 5 CSCO - Cisco Systems Inc. Daily [Delayed by 15 mins]

Normally we look for the
lows of the bullish engulfing
pattern as support. In this
case once the hammer is
formed (at the arrow) we
then adjust our buy point to
the hammer’s support area.

fon Fab 05 2001 22:14:20 oG @2001
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Nison Trading

Principle

The If...Then Rule:

= [f the market does not act as forecasted then
exit the position

* [nitiate a position when the market justifies
your potential trade (1.e. 1f near resistance, If the
market breaks above resistance, Then one can

Ui LLH

buy. -
183 canhdlechairite.com




If....Then Rule (slide 1 of 2)
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If....Then Rule (slide 2 of 2)
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If....Then Rule
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“"Take advantage of
field conditions”

- N

i
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Nison Trading

Principle

Initiate new trades in the direction of

the major trend (unless you are looking
for a small move):

* On bullish signals in a bull market buy long. On bullish
signals in a bear trend, cover shorts.

*x On bearish signals in a bear trend, sell short. On bearish
signals in a bull market, liquidate longs.

\ I LiLH
candlechiaifts.com



Battle of the Windows - slide 1 of 2

.Ffdll.in.g .
‘window as
|| resistance

support (also

gap)

window as . . ||

a breakaway - |

Is there a way to forecast
which way the market will
break out?
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Go with the trend —slide 2 of 2

by
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Importalﬁ of Trend
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Go in the direction of the prevailing trend
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The Three Cs of Money
Management

Candle in Context

Consider Risk-Reward

Confirmation

i . I IJLJLII
193 candlecllis.com



“"Know the lay of the
land”
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Nison Trading
Principle
Candle signals must be

evaluated and acted upon
within the market’'s context —

for example what happened
before the signal?

195



Candles in Context

<% 5 BFB - Brown-Forman Corp ClsB, Daily [Delayed by 20 mins]

Would you
buy on this

Wad hMar 07 2001 09:26:07

LG @ 2001
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Patterns in Context - bullish signal at resistance

«¥ 5_HCL - Royal Canbbean Cruises Lid, Daily [Delayed by 20 ming]

‘Although there was a
bullish engulfing
pattern, this ﬁ
potentially bullish
signal came ata
resistance level at the
small falling window

Sun Apr 15 2001 14:28:17 LG @ 2001
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Candle Signals within market context
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Candles in Context

......................... ____________________ What are two
......................... .................... r easons nOt tO Sell
o e on this doji?
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Candles in Context
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......................... ......................... ....................... but??

1119 1116 11723 T 12 M217

1214 M2/21 [12/24

54.00

15350
153.00
15250
152 .00
15150
151 .00
15050
150.00
49 50
49 00
a8 50
a8 .00
147 50
147 00
146 50
46 .00
145 50

45.00

144 .50
144 .00

43.50

143.00
142 50
{42.00
14150

41.00
4050
40.00
39.50
39.00

Day

, Lk
200 Calhna I.L_.(_I_ILJF

com



Candles in Context
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Trading Tactics - Candles in Context

. Ehergizn?r—--HnldiIs--Ln¢ -------- S EMNR-. o TR R o o e TEETR. e e

the arrows at 1 and 2 ?

b) Where would you be more
bullish, at 1 or 2, and why?

.| ¢) On what candle line would
i | you buy after the signals at 1
| and 22

d) If you buy at 1 or 2 where
is a potential protective sell

: - 5 : : : 5 - 23 .85
BN ;"“““" o o e s T e A R A o o e e R 23 .80

[rs10 12:00 [7i11 12:00 712 30 min
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Nison Trading
Principle
Do not only consider the
market’s price. Analyze the

shape and size of candle
lines at that price.

203



How are new hlghs_are made
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How are new highs or lows made

<% 5 PG - Procter & Gamble Co, Daily [Delayed by 20 mins]

Sat lan 20 2001 17:41:22 CoE & 2001
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How are new h|ghs made'-’

Internatlonal Busmess Machlne - Us:IBM
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How are new highs/lows made?

W T ]
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The water looks fine!

<% § CPQ - Compaq Computer Corp, Daily [Delayed by 20 mins) [.fﬂl]]EE]l
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“"Those knowing when
to fight and when not
will be victorious”

- N

Consider risk-reward

—
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Nison Trading
Principle

Even a “perfect” candle signal

does not equal a good trade!

YOU MUST ALWAYS
JUDGE THE POTENTIAL
TRADE’S RISK-REWARD.

210



P AMEX Biotechnology Index -+ USBTK
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Window as support shown
by bullish shadows and
hammers at the arrows.
Once the support is broken
we must readjust our
bullish view.

[4/28571 |56 ' 5720 5127 E [6/10 [6/17

e iy,
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Obtalnlng targets

Buy on the hammer
during the week of
April 8, an obvious
resistance area would
be towards 615.
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Obtaining Price Targets
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Using Western TA for target

DJ INDU AVERAGE

Bullish engulfing
pattern gives a turning
signal with falling
resistance line as a
target

[19
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[18 [25 1 8

[15

[22

[29

May

215




Trading Tactics- Case Study

COMVERSE TECH

Bullish shadows at arrows show demand. A hammer is
a potential buy signal. If the trader feels that the
market was to high to buy on the next session’s open,
there is now a window as support. On a correction, we
can buy within the window. A potential target is the
April highs near 13.4. Once there a bearish engulfing
pattern confirms this resistance.

|
RlsllngI
_— window

Hammer

C 13.5
-13.4
= 13.3

Bearish
engulfing
pattern
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H13.1
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L 128
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- 10.9
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Trading Tactics- Targets

FIDELITY NATL =320
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T 5
' - 28.0
1) Buy on first hammer, exit at bearish engulfing hammers - 275
pattern (circled). This bearish engulfing pattern F 070

took on extra significance since it also confirmed
resistance. - 265
Or — 26.0
2) Sell short at bearish engulfing pattern and exit = 1000
at second hammer (which confirmed the first - o
hammer’s support area). = 700
=~ 600
- 500
T LT L LS
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Trading Tactics- Targets

Use hammer to buy
and window to exit

218
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Hammer and Risk/Reward

«% 5 AET - Aetna Inc, Daily [Delayed by 20 minsg]

ua May 01 2001 22:49:10 LG @ 200

T u-j}i-t o
719 candlechalits.com



Risk/Reward

INTL GAME TECH
- 69.5

Morning doji star as support. Buy on - 69.0

hammer, target is recent pivot high. This - 685

-\_ represents an attrive r/r. - 680
- 67.5

— 67.0
Pivot — 66.5
h ig h - 66.0

- 65.5

| - 65.0

‘ ;— 64.5

- 64.0

‘ ' - 63.5

- 63.0
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;— 62.0
| ] N

:I e 61.5

- 61.0

4 - 60.5

- 60.0
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Risk/Reward

<=7 5 ABAK - Redback Hetworks Inc, Daily [Delayed by 15 mins]

If you buy
‘here, what is
the target?

- What is the
_risk?

l
LI

Wad hMar 07 2001 15:46:20 LG @ 2001

T 1L
andlechiaiits.com
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Risk/reward

<% 5 PHA - Pharmacia Corp, Daily [Delayed by 20 mins]

With a purchase at
‘| the hammer and a - |
target to the falling
‘| window we have a - |
good r/r trade. -

Sat Jun 20 2001 12:10:22 LG @ 200
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- US;CAT

“Two hammers at'T

andZ.ButduetO ...... ...........

falling windows only.
hammer 2 presents a

[oiZ0 1027 1IR3 110 1an7 1124 2 1288 2116 12122
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Price targets — slide 1 of 2

On this mor.nirig |
star pattern where

is the stop? And .
where is a
potential price:
target?

opyright @ 2002 «Signal. i ’ ’ :
3 i
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Published by eSignal (www esignal.com]
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Prlce targets - slide 2 of 2

appight© 2002 Sigual,

On this morning =
star pattern where
is the stop? — The
low of the pattern.

And pick a
potential price

target. — The falling
window an‘d the

"
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Slide 226

“"He whose ranks are
united Iin purpose will
be victorious”

i
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Nison Trading
Principle
The more signals- either
candle or Western or a
combination of both —

converge at the same level,
the more likely a reversal.
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Cluster of Candles

_______________________ . Lucent Technologies Inc -~ US;LU 1 i Jss.00

“F-m*

1- falling window keeps trend |30 00
down A

2- bullish shadows hint bears [28-50
losing force T B0

3 and 4- bullish engulfing 26.50
pattern and rising window
prove bulls’ have taken full 25.00
control
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Bearish engulfing pattern but what is confirmation?

“«® 5. T - ATE&T, Daily [Delayed by 20 mins]

tan hap 14 2001 09:20:54 CQG@EDDI

p Li, Lulr .
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P.R.O.F.I.T.S

Potent Insights

Reduce Risks

Qutmaneuver your competition
Find Pivotal Support /Resistance
|dentify False Breakouts
Terminate Bad Trades

Stay Alive!

e gl |
231 candleché&lirts.com



Potent Insights
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Potent Insights
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Reduce Risks
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OQutmaneuver your
competition
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Outmaneuver your competition

% 05X - PHIL Oil Service Index. Daily [Delayed by 20 minz)
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Find Pivotal
Support and
Resistance




Find pivotal support /resistance
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Ildentify False
Breakouts



Identify False Breakouts

< 05X - PHIL Oil Service Index, Daily [Delayed by 20 ming]
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Terminate Bad
Trades




Termlnate Bad Trades
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Stay Alive!
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The race is not always to the
swiftest, but to those who keep
running.



How it all comes together (hourly)
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Stay Alive- Confluence of s1gnals for NASDAQ
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Every time there is

a trade someone iIs
wrong!
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Be sure to visit our site for our
newest products and services!

»Web site: www. candlecharts.com
»E-mail: nison@candlecharts.com

»Telephone: 732.254.8660
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