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Welcome!
I’m John Rowland, CMT

» Barchart’s Senior Market Strategist
» Head of Trading Education

» Chartered Market Technician
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35+ years of trading experience




DISCLAIMER REGARDING INVESTMENT DECISIONS AND TRADING

Decisions to buy, sell, hold or trade in securities, commodities and other investments involve risk and are best
made based on the advice of qualified financial professionals. Any trading in securities or other investments
involves a risk of substantial losses. The practice of “Day Trading” involves particularly high risks and can cause
you to lose substantial sums of money. Before undertaking any trading program, you should consult a qualified
financial professional. Please consider carefully whether such trading is suitable for you in light of your financial
condition and ability to bear financial risks. Under no circumstances shall we be liable for any loss or damage
you or anyone else incurs as a result of any trading or investment activity that you or anyone else engages in
based on any information or material you receive through Barchart.com or our Services.




Heikin-Ashi Candlesticks

» Heikin-Ashi means average bar in Japanese and is a distinctive type of
candlestick chart that uses average ranges to calculate the points of
the candle.

» Heikin-Ashi filters out price noise, highlights trends, identifies times
of consolidation, and alerts of possible reversals while providing a
smoother and clearer view to a trader’s eye.

» Heikin-Ashi candlesticks also differ from traditional Japanese
candlestick charts in that they take the prior period’s opening and
close into account for the opening price, which removes any gaps
between bars on the chart.




Heikin-Ashi Formula

Heikin-Ashi candlesticks are modified
Japanese candlesticks that consider the
previous Heikin-Ashi candlestick.

The Heikin-Ashi (H-A) close is the
average price of the period’s open,
high, low, and close prices.

The opening price is the midpoint of
the previous period H-A candlesticks
body.

The High is the maximum price
between the period high or the H-A
open.

The Low is the minimum price between
the period low and the H-A open.

haClose = (O+H+L+C)
4
haOpen = ( previous haOpen+ previous haClose )

2

haHigh = Max( H , haOpen , haClose )

haLow = Min( L, haOpen , haClose )




Heikin-Ashi Patterns

There are only three types of patterns a trader needs to be
aware of when using Heikin-Ashi candlesticks:

UpP Down Doji-Like




5 Simple Rules for Using Heikin-Ashi

1. A sequence of one-color candles identifies a trend.
Green-Uptrend Red-Downtrend

2. The trend gets increasingly stronger with longer bodies. Uptrends
have upper shadows and little or no lower shadows. Downtrends have
lower shadows and little or no upper shadows.

3. Trends become weaker with smaller bodies or when upper and lower
shadows start to appear.

4. A consolidation occurs when a series of smaller bodies have upper and
lower shadows (doji-like candlesticks).

5. Atrend reversal is probable with the appearance of a small body
candle with long upper and lower shadows (doji-like candlestick) or a
sudden color change.




Takeaways

» Heikin-Ashi is a simple non-subjective visual technique to highlight
trends, reduce price noise, and identify areas of consolidation and
reversals.

» Sentiment, trend, and momentum are easily assessed when using
Heikin-Ashi.

» Color and Body length are reliable measures for gauging the market’s
Bullishness/Bearishness.

» Doji-Like candlesticks represent indecision, and the following
candlesticks will reveal actionable price movement.

» Heikin-Ashi is, in essence, a two-period moving average; therefore,
signals can be delayed and should be used to confirm other technical
analyses.




Not a Barchart Member? Join Today!

barchart
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Investment Tools And Research To Help Make You
A More Confident And Profitable Trader

Barchart Premier is the best way to get all the
relevant market information you need — about
any company, any ETF, any commodity or any
option’s contract - get it fast, on time and
accurately.

Subscribe Now to Barchart Premier

From $16.67/month (billed annually)
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