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3 Types of Forex Charts and How to Read Them

e Line chart
e Bar chart

e Candlestick chart

Line Charts
A line chart connects the closing prices of the timeframe you are viewing. So, when viewing a daily chart
the line connects the closing price of each trading day. This is the most basic type of chart used by traders.

It is mainly used to identify bigger picture trends but does not offer much else unlike some of the other

chart types:

Bar Charts
An OHLC bar chart shows a bar for each time period the trader is viewing. So, when looking at a daily

chart, each vertical bar represents one day's worth of trading. The bar chart is unique as it offers much

more than the line chart such as the open, high, low and close (OHLC) values of the bar.
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The dash on the left represents the opening price and the dash on the right represents the closing price.
The high of the bar is the highest price the market traded during the time period selected. The low of
the bar is the lowest price the market traded during the time period selected.

1. The green bars are known as buyer bars as the closing price is above the opening price.

2. The red bars are known as seller bars as the closing price is below the opening price.
In either case, the OHLC bar charts help traders identify who is in control of the market - buyers or sellers.

These bars form the basis of the next chart type called candlestick charts which is the most popular type

of forex charting:

Candlesticks Charts

Candlestick charts were first used by Japanese rice traders in the 18th century. They are similar to OHLC
bars in the fact they also give the open, high, low and close values of a specific time period. However,

candlestick charts have a box between the open and close price values. This is also known as the 'body"

of the candlestick.

Many traders find candlestick charts the most visually appealing when viewing live forex charts. They are

also very popular as they provide a variety of price action patterns used by traders all over the world.
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The advantages of candlestick charting are:
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e Candlesticks are easy to interpret, and are a good place for beginners to start figuring out forex

chart analysis.
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e Candlesticks are easy to use! Your eyes adapt almost immediately to the information in the bar
notation.
e Candlesticks are good at identifying market turning points — reversals from an uptrend to a

downtrend or a downtrend to an uptrend.
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