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Why Candlesticks Exist


From Rice Markets to Modern Trading: The Birth of a Timeless Tool

When you first open a chart, you’re not just looking at price. You’re reading a language. And that language—made of candles, wicks, and patterns—has survived for over 250 years. It was created not by mathematicians in a lab, but by merchants in the real world, tracking rice prices long before computers or stock exchanges existed.
Understanding why candlesticks exist isn’t just historical curiosity. It gives you confidence in the method you’re about to use. These candles are not decorative. They are tools of survival—born in chaos, tested in trade, and refined through time. Before you learn how to read them, you should know why they were created, how they evolved, and what makes them still relevant in today’s markets.

1. The Origins: Rice Markets of 18th Century Japan

In the 1700s, the most valuable asset in Japan wasn’t gold or silver—it was rice. Rice was not just food. It was used to pay taxes, settle debts, and build empires. Wealthy landlords stored it in large warehouses, and soon these warehouses began issuing rice warehouse receipts, which could be traded on open markets.
This created one of the first organized futures markets in human history, located in Osaka, with satellite trade centers in Sakata. Prices fluctuated daily, and traders needed a way to track and anticipate movements—not based on news, but on behavior.

Enter Munehisa Homma, a successful rice merchant born in Sakata. He began to notice something that others ignored: Price didn't always follow logic. It followed people.

He observed that traders reacted emotionally—buying in panic, selling in fear. Homma started documenting these patterns by hand. He recorded:

Open price: the first traded price of the session

High and Low: the range of that day’s emotion

Close: the final agreement of value

He drew them using vertical lines and shaded rectangles to visually separate strong moves from indecision. These were the very first candlestick charts.

Homma combined these observations with elements of psychology, weather reports, seasonal patterns, and market sentiment. He wrote a now-lost manuscript believed to be titled “The Fountain of Gold: The Three Monkey Record of Money”, where he codified ideas like “the strength of a signal depends on the context.”

He didn’t just theorize—he reportedly executed over 100 consecutive winning trades, becoming one of the wealthiest merchants of his era. His principles spread throughout Japan and became foundational in local trade schools.

2. The Secret Spreads: From Japan to the West

For over 150 years, candlestick charting remained an isolated Japanese technique, passed orally and through handwritten manuscripts. Meanwhile, in the West, traders used line charts, bar charts, or simply ledger books to track prices. The dominant view was that markets could be rationally analyzed using only price and volume.
It wasn’t until the 1980s that the candlestick method made its way to the Western world. An American analyst named Steve Nison, working at a large investment bank, encountered Japanese charts through a colleague at a Japanese firm.

Intrigued by their clarity, Nison began studying them, traveling to Japan, interviewing traders, and reconstructing their logic. In 1991, he published “Japanese Candlestick Charting Techniques”, the book that introduced this system to global traders.

From that point on, candlestick charts became the standard chart type in nearly every trading platform. Why? Because they made sense immediately. You didn’t need to be a statistician. You just needed to see the story inside the candle.

3. Why Candlesticks Outperform Other Chart Types

Let’s compare the main types of charts used by traders:

	Chart Type

	What It Shows

	Weakness


	Line Chart

	Only the close price

	No info on intraday behavior


	Bar Chart

	OHLC (open-high-low-close)

	Visually dense, harder to read


	Candlestick

	OHLC + body & color

	Intuitive, visual, pattern-ready




Candlesticks offer something no other chart can: They display momentum, pressure, and sentiment in one glance. The candle's body shows the battle between open and close. The wicks show the extremes reached. The color shows the final victor.
A green candle (close > open) shows bullish control. A red candle (close < open) shows bearish control. But the true power lies in how candles interact—how one confirms the other, how sequences reveal exhaustion or acceleration.

That’s why candlestick reading is not about memorizing 100 patterns. It’s about learning to read behavior in a structured, repeatable way.
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4. The Psychology Behind the Candles

Every candle is a record of emotion. It’s a visual representation of how humans reacted to price at a specific moment in time. This is why candlestick analysis fits perfectly with price action trading—no indicators, no lag, just real market decisions in real time.

For example:

	A candle with a long upper wick means buyers tried to push higher, but sellers pushed back. That’s doubt.

	A candle with a small body and long wicks (Doji) means indecision—neither side won clearly.

	A series of rising bullish candles with growing size often signals increasing conviction.


These are not subjective opinions. They are observable facts visible on any asset, in any timeframe.

Once you understand this, you stop chasing tips or overloading your chart with indicators. You trust what the market is already telling you—visually.


5. Why Candlesticks Still Matter Today

You might wonder: With AI algorithms, HFT bots, and massive hedge funds, do these centuries-old techniques still apply?
Absolutely. Why?
Because while the tools have changed, human behavior has not. Fear, greed, hesitation, euphoria—they still drive the majority of price moves, especially in liquid markets like Forex, indices, and crypto.

Candlesticks give you a real-time lens into that behavior. They let you:

	Spot key turning points

	Time entries with confidence

	Manage risk with visible invalidation points

	Avoid chasing false breakouts or overtrading noise


They are simple enough to use on day one, and deep enough to study for a lifetime.


TAKE-AWAY

	Candlestick charts were invented in 18th-century Japan by rice trader Munehisa Homma to track market sentiment and behavior—not just price.

	Their strength lies in visual clarity: one candle shows the full story of a session—open, high, low, close, direction, and emotion.

	Despite centuries of evolution in technology, candlestick charts remain the most effective tool to read human behavior in any modern financial market.
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The Anatomy of a Candlestick
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Understand the Core Structure: What Every Candle Tells You About the Market

Candlestick charts are not just pretty colors or technical nostalgia. They are compressed information, where every element has meaning. Before you even begin to interpret patterns, you must understand how to read a single candle. One candlestick contains the full story of a battle between buyers and sellers—from start to finish—summarized in a visual form anyone can grasp.
The candlestick has four data points at its core:
	Open: where the price started

	Close: where the price ended

	High: the highest point reached during the session

	Low: the lowest point reached during the session


From these, the candle forms a structure made of a body and shadows (or "wicks"), and sometimes a gap. These parts represent not just prices—but the emotions and actions of the market during that time.

1. The Body: The Main Battle

The body of the candle is the rectangular part that connects the open and close. It represents the main part of the “negotiation” between bulls and bears.
	If the close is above the open, the body is typically green (or white): buyers were stronger

	If the close is below the open, the body is red (or black): sellers dominated


Metaphor:

Think of the body as the argument in a heated negotiation.
It’s the part where buyers and sellers "spoke out loud", made decisions, and changed the price direction.
A large body means a strong argument: someone had control.
A small body suggests a weak or balanced session: neither side truly won.

2. The Shadows: Market Whispers

The shadows (also called wicks or tails) are the thin lines extending from the body to the high and low of the session.
	The upper shadow shows how high the price was pushed (usually by buyers) before sellers took control.

	The lower shadow shows how low the price dropped (usually by sellers) before buyers stepped in.


Metaphor:

The shadows are the whispers in the background of the negotiation.
They represent attempts, doubts, fake moves, or stop hunts.
A candle with long shadows tells you there was volatility or indecision.
A candle with no shadows (a Marubozu) shows a one-sided session: full control by one side.

3. Gaps: Silence or Shock

Sometimes, especially in lower-volume sessions or around news events, the open of a candle doesn’t match the close of the previous one. This creates a gap.
	A gap up happens when the price opens above the prior close

	A gap down happens when the price opens below the prior close


Gaps suggest a strong overnight sentiment shift—often caused by external catalysts (news, earnings, economic reports). While more frequent in stocks and crypto, Forex gaps often occur between Friday close and Sunday open.

Gaps are like a pause in the conversation, where the market "resets" emotionally before continuing the battle.

4. Size and Pressure: Reading Intensity

A key skill in candlestick reading is evaluating the relative size of the candle's body and shadows. This gives you insight into pressure—the intensity of buying or selling.
	A long body with small wicks = clean dominance

	A small body with long wicks = indecision, reversal potential

	A long upper wick and red body = buyers tried, failed → sellers took over

	A long lower wick and green body = sellers tried, failed → buyers regained control


This isn't about guessing—it's about reading what's already visible. A candle doesn’t tell you what will happen next, but it does tell you what just happened, and with how much force.

Once you combine candles into patterns, these force dynamics become even more reliable.


5. Real Market Implications

Let’s look at a few scenarios to translate anatomy into action.
	Example 1: You see a candle with a small green body, long upper wick, and it forms at resistance. This is often a sign of buyer exhaustion—you can prepare for a short opportunity with tight risk above the wick.

	Example 2: You spot a strong red Marubozu candle breaking through support. High momentum, small or no wicks—this is often a continuation signal.


Understanding candle anatomy means you can trade less reactively and more logically. You don’t wait for indicators—you read the chart like a dialogue.
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Time-Frame and Granularity
 

How to Choose the Right Chart Interval (Even If You Only Trade 2 Hours a Day)

One of the first decisions you’ll face as a trader is deceptively simple: “What time-frame should I use?”
A 1-minute chart shows dozens of candles per hour. A daily chart gives you just one candle per session. The data is the same—price—but the granularity changes your entire strategy, mindset, and trade duration.
If you’re a part-time trader, working a day job and checking charts before or after work, choosing the right time-frame becomes mission critical. Get this wrong and you’ll chase noise. Get it right and you’ll finally see clean signals, tradable patterns, and risk that makes sense for your schedule.

1. What Time-Frame Really Means

A time-frame defines the duration of each candle on your chart. On a 5-minute chart, every candle represents 5 minutes of price action. On a daily chart, each candle compresses the whole day into one.
Here’s a quick comparison of what different time-frames show:


	Time-Frame

	Candles per Day

	Use Case


	1 Minute

	~1,440

	Scalping, very short-term


	5 Minute

	~288

	Intraday momentum


	15 Minute

	~96

	Structured day-trading


	1 Hour

	~24

	Swing entries, cleaner trend


	4 Hour

	~6

	Ideal for part-time traders


	Daily

	1

	Longer-term swing/position




Each time-frame is a lens. Lower time-frames show more detail (more noise, more setups, more whipsaw). Higher time-frames smooth out that noise and show dominant direction.

2. The Granularity Trap

Here’s where many beginners go wrong: they zoom in too far, thinking that more candles = more opportunities. In reality, more candles = more fake signals, more overtrading, more stress.
Let’s say you have 90 minutes each evening to trade. If you’re using a 1-minute chart, you’ll have to process over 90 candles, react fast, and manage risk with sniper precision—while possibly dealing with spreads, slippage, and zero context.

Now compare that with the H1 or H4 chart:
You see the big picture.
You wait for patterns to form.
You plan your entry with time to think.
Most importantly: your stops and targets are larger, and trades often take hours or days—which suits your real-life schedule.
In trading, less is often more—especially when you have a full-time job.

3. Choosing the Right Time-Frame as a Part-Time Trader

Here’s how to select the right time-frame if you have limited screen time.
If you can trade twice a day, morning + evening (15–30 min each):

	Use H1 or H4 charts for your entries

	Scan D1 for trend direction

	Place entries/stop/TP with a clear plan

	Check trade progress every 4–6 hours


If you can only trade once per day, evenings or mornings:

	Use H4 or Daily charts only

	Place swing trades with wider stops (1.5R–3R targets)

	Set alerts on your phone or platform

	Manage risk with the 1% rule—avoid watching every candle


Avoid:

	1M and 5M charts unless you can monitor continuously and specialize in scalping

	Making decisions based on only 1 candle—always seek context

	Chasing entries on low time-frames without checking the higher trend


4. Multi-Time-Frame Thinking

Even if you trade on one chart, you should analyze across multiple time-frames. This gives you alignment and clarity.
For example:

	Use Daily to identify key support/resistance

	Use H4 to confirm the trend

	Use H1 to time the entry


This is called top-down analysis—and it keeps you from taking low-quality setups just because a candle “looks nice” in isolation.

5. Real-Life Example: EUR/USD Swing Setup

Let’s say it’s Wednesday evening. You’ve finished work and check your charts:
	On the Daily, you see price approaching a key support area.

	On the H4, you see a bullish engulfing candle forming.

	On the H1, the last pullback broke a small downtrend.


You set a buy order with:

	Entry just above H4 candle

	Stop below support (~50 pips)

	Target +100 pips (2R)


You go to bed. You check it again in the morning.
No stress, no chasing, and a risk-reward setup that matches your schedule.
This is how part-time trading becomes not just possible—but sustainable
[image: ]


The 90-Day Roadmap

A Professional, Step-by-Step Training Program for Part-Time Traders

Trading isn’t something you “try out.” It’s a skill. Like learning a craft, it takes time, structure, and measurable progress. That’s why this book doesn’t just teach theory—it gives you a 90-day action plan designed specifically for part-time learners like you. Whether you have 30 minutes or 2 hours per day, this roadmap will help you go from zero to confident execution—with a clear plan, not guesswork.

You’ll build your foundation one week at a time, develop real chart-reading skills, and gradually apply what you learn in practice. The process is simple, sustainable, and designed to minimize risk while maximizing progress.

1. Your Commitment: Structured, Focused Learning

This is not a crash course. It’s a structured development plan, broken into 12 weeks, each with:

	A focused weekly topic

	Practical activities (study + application)

	Key Performance Indicators (KPIs) to track

	Time requirement: 30–60 minutes per day, 5 days per week


You don’t need to trade live during this period. In fact, we recommend you stay in “training mode” for the full 90 days. First protect capital. Then earn with confidence.

2. The 12-Week Weekly Breakdown

Each 2-week block targets a core skillset. You’ll rotate between visual recognition, real pattern identification, market structure, and strategy simulation.
🔵 Weeks 1–2: Visual Foundations

	Goal: Understand candlestick structure and chart types

	Activity: Identify at least 6 candle types from real charts daily

	KPI: 80%+ correct identification rate
 


🟢 Weeks 3–4: Single Candlestick Patterns

	Goal: Recognize high-probability patterns (hammer, pin-bar, doji, marubozu)

	Activity: Document 10 examples per day with screenshot and pattern notes

	KPI: Pattern accuracy ≥ 60%


🟡 Weeks 5–6: Double Patterns and Context

	Goal: Understand engulfing, harami, tweezers, inside/outside bar

	Activity: Identify 5 valid double patterns per day, include trend context

	KPI: Valid signal rate ≥ 50%
 


🔴 Weeks 7–8: Structure Zones and Reaction Areas

	Goal: Mark valid support/resistance, demand/supply zones

	Activity: Draw zones on 3 charts per day and track price reaction

	KPI: 60%+ of zones show clean reaction within 10 candles
 


🟣 Weeks 9–10: Strategy Practice (Backtesting)

	Goal: Apply structured strategies like Break & Retest, EMA Pullback

	Activity: Backtest 20 setups per strategy; journal entry/exit/stop

	KPI: Minimum 2R average reward and strategy rule adherence ≥ 80%
 


⚫ Weeks 11–12: Paper Trading and Strategy Finalization

	Goal: Execute clean trades in simulation; finalize 1 go-to method

	Activity: Simulate 10 live trades; complete “Personal Trade Plan” draft

	KPI: Self-evaluation score ≥ 4/5 for clarity, discipline, and focus


3. Weekly KPI Tracker

Each week you’ll review 3 types of metrics:
	KPI

	Type

	Target


	Pattern recognition rate

	Skill accuracy

	80%+


	Trade rule discipline

	Process

	90%+ adherence


	Emotional clarity

	Self-rating

	4/5 or better


	Setup quality

	Judgment

	60% valid setups


	Daily time consistency

	Time tracking

	5 days/week



Print a weekly scorecard (included in the appendix) and fill it every Sunday night. This is your mirror. It keeps you accountable—and honest.

4. Your Personal Commitment Contract

You’re not learning passively. You’re building a repeatable system. That starts with a written commitment—a psychological anchor that separates you from undisciplined traders.
90-Day Commitment Contract
I, _________________________, commit to completing the 12-week roadmap outlined in The Candlestick Trading Bible.
I will dedicate focused time to study, practice, and apply each concept with consistency and discipline.
I understand that profitability comes from repeatable process—not prediction or luck.
I will measure my progress weekly and refine my approach as

5. What Happens After 90 Days?

	Have a clear, proven strategy with tested setups

	Know how to read candles, patterns, and structure on any chart

	Understand your own psychology, strengths, and limits

	Be ready to go live or forward test with structure and risk control

	Feel calm and in control, no longer reactive or overwhelmed



How to Use This Book

A Clear Path from First Candle to Steady Profits — One Tool, One Pattern, One Rule at a Time
 



Here’s How It Works

	Ready-to-use techniques you can apply on real charts

	Visual examples so you don’t have to imagine anything

	Concrete patterns, strategies, and rules—no fluff

	Take-away boxes with practical reminders

	Visual material (diagrams, charts, templates) you can print or reference quickly


The Journey: From Basics to Blueprint




	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	




When to Read, When to Practice


	📘 READ the chapter first (one sitting)

	📝 REVIEW the take-away and visual guides

	🧠 REPEAT the concepts on real charts or in replay

	✅ RECORD your insights in your journal





👤 This section is for you if:

	You're just starting out

	You’ve seen terms like “2R”, “confirmation”, or “structure” and felt lost

	You want to follow the patterns in this book without confusion



CORE TRADING TERMINOLOGY

1. SETUP


	

	

	

	




2. ENTRY


	
	

	
	




3. STOP-LOSS



	

	

	

	

	







4. TARGET



	

	

	






5. RISK/REWARD RATIO (R:R)



	
	
	

	
	
	

	
	
	

	
	
	

	
	
	




STRUCTURE, CONTEXT & CONFIRMATION


6. STRUCTURE LEVEL



	
	

	
	

	
	





7. CONFIRMATION CANDLE


	
	

	
	

	
	





8. BREAK OF STRUCTURE



	
	

	
	

	
	





9. FAKEOUT



	
	

	
	

	
	



10. TRENDING VS. RANGING MARKETS
 


	
	
	

	
	
	

	
	
	




11. VOLATILITY



	
	

	
	

	
	




Final Note for Beginners
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