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Technical Analysis & Candlestick Guide

Technical analysis represents a structural methodology to evaluate historical market asset metrics—

principally price movements and trading volumes. This analytical discipline helps traders evaluate

structural setups based on historical high-probability behavior patterns rather than speculative intuition.

1. ANATOMY OF A CANDLESTICK

A single candlestick isolates asset performance across a specific structural period (e.g., 1 Day, 1 Hour) by

maps out four primary data points: Open, High, Low, and Close (OHLC).

Bullish Candlestick

Signals institutional buying pressure where the session

execution terminates at a premium relative to its entry: 

Close > Open.

Bearish Candlestick

Signals active liquidation distribution where supply

outstrips demand, suppressing execution value: Close <

Open.
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2. PRIMARY CORE REVERSAL SETUPS

The Engulfing Structure (Momentum Velocity Shifts)

A multi-candle structural layout indicating a comprehensive regime change between systemic market

participants.

Bullish Engulfing Layout Bearish Engulfing Layout

Bullish Engulfing: Renders within a systematic price degradation (downtrend). A restricted

distribution candle is entirely consumed by a subsequent wide-range structural demand expansion

candle.

Bearish Engulfing: Materializes near structural price expansion structural matrix apexes (uptrends).

An initial minor buying candle is completely eclipsed by an expansive distribution candle.

Single Element Pin-Bar Setups (Price Rejections)

The Hammer Structural Profile

Forms at the base of structural extensions. Displays long

shadow components mapping deep institutional demand

activation loops.

The Shooting Star Matrix

Materializes at structural overhead parameters. Confirms

significant supply presence overhead forcing price

capitulation back down.

3. MATHEMATICAL RISK MITIGATION PROTOCOLS

Candlestick signals provide directional bias probabilities, not algorithmic certainties. True portfolio longevity

requires meticulous implementation of structural constraints:

Structural Zones Alignment: Restrict execution strictly to structural key areas—historical macro Support

boundaries and Resistance nodes.

Algorithmic Risk-to-Reward Ratio: Enforce rigorous execution setups ensuring the minimum technical

yield targets conform to a minimum factor structure: R : R ≥ 1 : 2.

• 

• 

• 

• 

MECHWEALTH Training • KKFINVERSE Educational Series Page 2 of 3



Systematic Execution Logs: Trainees must document all pattern variables inside a structural verification

ledger (backtesting journal) to systematically evaluate structural performance over time.
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