
About Us Terms of Use Dictionary

Editorial Policy Advertise News

Privacy Policy Contact Us Careers

California Privacy Notice

# A B C D E F G H I J K L M N O P Q R S T U V W X Y Z

Investopedia is part of the Dotdash Meredith publishing family.

TECHNICAL ANALYSIS  ADVANCED TECHNICAL ANALYSIS CONCEPTS

Heikin-Ashi, also sometimes spelled Heiken-Ashi, means "average bar" in

Japanese. The Heikin-Ashi technique can be used in conjunction with

candlestick charts when trading securities to spot market trends and predict

future prices. It's useful for making candlestick charts more readable and

trends easier to analyze. For example, traders can use Heikin-Ashi charts to

know when to stay in trades while a trend persists but get out when the trend

pauses or reverses. Most profits are generated when markets are trending, so

predicting trends correctly is necessary.

The Heikin-Ashi Formula
Normal candlestick charts are composed of a series of open-high-low-close

(OHLC) candles set apart by a time series. The Heikin-Ashi technique shares

some characteristics with standard candlestick charts but uses a modified

formula of close-open-high-low (COHL):

Heikin-Ashi: A Better Candlestick

Constructing the Chart
The Heikin-Ashi chart is constructed like a regular candlestick chart, except the

formula for calculating each bar is different, as shown above. The time series is

defined by the user, depending on the type of chart desired, such as daily,

hourly, or five-minute intervals. The down days are represented by filled

candles, while the up days are represented by empty candles. These can also

be colored in by the chart platform, so up days are white or green, and down

days are red or black, for example.
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There are a few differences to note between the two types of charts, and

they're demonstrated by the charts above. Heikin-Ashi has a smoother look

because it is essentially taking an average of the movement. There is a

tendency with Heikin-Ashi for the candles to stay red during a downtrend and

green during an uptrend, whereas normal candlesticks alternate color even if

the price is moving dominantly in one direction. 

The price scale is also of note. The current price shown on a normal candlestick

chart will also be the current price of the asset, and that matches the closing

price of the candlestick (or current price if the bar hasn't closed). Because

Heikin-Ashi is taking an average, the current price on the candle may not match

the price at which the market is actually trading. For this reason, many charting

platforms show two prices on the Y-axis: one for the calculation of the Heiken-

Ashi and another for the current price of the asset.

Putting It to Use
These charts can apply to any market. Most charting platforms have Heikin-

Ashi charts included as an option. 

There are five primary signals that identify trends and buying opportunities:

1. Hollow or green candles with no lower "shadows" indicate a strong

uptrend: Let your profits ride!

2. Hollow or green candles signify an uptrend: You might want to add to your

long position and exit short positions.

3. Candles with a small body surrounded by upper and lower shadows

indicate a trend change: Risk-loving traders might buy or sell here, while

others will wait for confirmation before going long or short.

4. Filled or red candles indicate a downtrend: You might want to add to your

short position and exit long positions.

5. Filled or red candles with no higher shadows identify a strong downtrend:

Stay short until there's a change in trend.

These signals may make locating trends or trading opportunities easier than

with traditional candlesticks. The trends are not interrupted by false signals as

often and are thus more easily spotted. 
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The chart example above shows how Heikin-Ashi charts can be used for

analysis and making trading decisions. On the left, there are long red candles,

and at the start of the decline, the lower wicks are quite small. As the price

continues to drop, the lower wicks get longer, indicating that the price dropped

but was then pushed back up. Buying pressure is starting to build. This is

followed by a strong move to the upside. 

The upward move is strong and doesn't give major indications of a reversal

until there are several small candles in a row, with shadows on either side. This

shows indecision. Traders can look at the bigger picture to help determine

whether they should go long or short. 

The charts can also be used to keep a trader in a trade after a trend begins. It's

usually best to stay in a trade until the Heikin-Ashi candles change color. A

change in color doesn't always mean the end of a trend—it could just be a

pause.
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Close =   (Open + High + Low + Close)
4
1

(The average price of the current bar)

Open =   (Open of Prev. Bar + Close of Prev. Bar)
2
1

(The midpoint of the previous bar)

High = Max[High, Open, Close]

Low = Min[Low, Open, Close]

Related Articles

TECHNICAL ANALYSIS BASIC EDUCATION
Trading Without Market Noise

TECHNICAL ANALYSIS
Understanding a Candlestick Chart

TECHNICAL ANALYSIS BASIC EDUCATION
Using Bullish Candlestick Patterns To

Buy Stocks

ADVANCED TECHNICAL ANALYSIS CONCEPTS
Understanding the 'Hanging Man'

Candlestick Pattern

ADVANCED TECHNICAL ANALYSIS CONCEPTS
Using Bollinger Bands to Gauge Trends

TECHNICAL ANALYSIS BASIC EDUCATION
Introduction to Technical Analysis

Price Patterns

Related Terms

Heikin-Ashi Technique Definition and Example

The Heikin-Ashi technique averages price data to create a Japanese candlestick chart

that filters out market noise. more

White Candlestick Definition

A white candlestick depicts a period where the security's price has closed at a higher

level than where it had opened.  more

False Signal

In technical analysis, a false signal refers to an indication of future price movements that

gives an inaccurate picture of the economic reality.  more

Red Candlestick Definition and Uses

A red candlestick is a type of price chart indicating that the closing price of a security is

lower than both the open and prior close.  more

Renko Chart Definition and Uses

A Renko chart, developed by the Japanese, is built using fixed price movements of a

specified magnitude. This differs from more traditional charts that show price changes

over a fixed time periods.  more

How to Read Bar Charts to Monitor Prices

A bar chart shows where the price of an asset moved over a period of time and is useful

for tracking prices and aiding in trading decisions.  more

CLICK TO PLAYCLICK TO PLAY

1:37

EDUCATION MARKETS SIMULATOR YOUR MONEY ADVISORS ACADEMY 

https://www.investopedia.com/
https://www.facebook.com/Investopedia/
https://twitter.com/investopedia
https://www.instagram.com/investopedia/?hl=en
https://www.linkedin.com/company/investopedia-ulc
https://link.investopedia.com/join/53o/signup
https://privacy.truste.com/privacy-seal/validation?rid=f8e1238d-6371-460f-8ea0-1b8cad9e9c4b
https://www.investopedia.com/about-us-5093223
https://www.investopedia.com/legal-4768893#terms-of-use
https://www.investopedia.com/financial-term-dictionary-4769738
https://www.investopedia.com/legal-4768893#editorial-policy
https://www.dotdash.com/our-brands/
https://www.investopedia.com/news-4427706
https://www.investopedia.com/legal-4768893#privacy-policy
https://invcontent.zendesk.com/hc/en-us/requests/new
https://www.dotdash.com/careers/
https://www.investopedia.com/legal-4768893#california-privacy-notice
https://www.investopedia.com/terms-beginning-with-num-4769350
https://www.investopedia.com/terms-beginning-with-num-4769350
https://www.investopedia.com/terms-beginning-with-a-4769351
https://www.investopedia.com/terms-beginning-with-a-4769351
https://www.investopedia.com/terms-beginning-with-b-4769352
https://www.investopedia.com/terms-beginning-with-b-4769352
https://www.investopedia.com/terms-beginning-with-c-4769353
https://www.investopedia.com/terms-beginning-with-c-4769353
https://www.investopedia.com/terms-beginning-with-d-4769354
https://www.investopedia.com/terms-beginning-with-d-4769354
https://www.investopedia.com/terms-beginning-with-e-4769355
https://www.investopedia.com/terms-beginning-with-e-4769355
https://www.investopedia.com/terms-beginning-with-f-4769356
https://www.investopedia.com/terms-beginning-with-f-4769356
https://www.investopedia.com/terms-beginning-with-g-4769357
https://www.investopedia.com/terms-beginning-with-g-4769357
https://www.investopedia.com/terms-beginning-with-h-4769358
https://www.investopedia.com/terms-beginning-with-h-4769358
https://www.investopedia.com/terms-beginning-with-i-4769359
https://www.investopedia.com/terms-beginning-with-i-4769359
https://www.investopedia.com/terms-beginning-with-j-4769360
https://www.investopedia.com/terms-beginning-with-j-4769360
https://www.investopedia.com/terms-beginning-with-k-4769361
https://www.investopedia.com/terms-beginning-with-k-4769361
https://www.investopedia.com/terms-beginning-with-l-4769362
https://www.investopedia.com/terms-beginning-with-l-4769362
https://www.investopedia.com/terms-beginning-with-m-4769363
https://www.investopedia.com/terms-beginning-with-m-4769363
https://www.investopedia.com/terms-beginning-with-n-4769364
https://www.investopedia.com/terms-beginning-with-n-4769364
https://www.investopedia.com/terms-beginning-with-o-4769365
https://www.investopedia.com/terms-beginning-with-o-4769365
https://www.investopedia.com/terms-beginning-with-p-4769366
https://www.investopedia.com/terms-beginning-with-p-4769366
https://www.investopedia.com/terms-beginning-with-q-4769367
https://www.investopedia.com/terms-beginning-with-q-4769367
https://www.investopedia.com/terms-beginning-with-r-4769368
https://www.investopedia.com/terms-beginning-with-r-4769368
https://www.investopedia.com/terms-beginning-with-s-4769369
https://www.investopedia.com/terms-beginning-with-s-4769369
https://www.investopedia.com/terms-beginning-with-t-4769370
https://www.investopedia.com/terms-beginning-with-t-4769370
https://www.investopedia.com/terms-beginning-with-u-4769371
https://www.investopedia.com/terms-beginning-with-u-4769371
https://www.investopedia.com/terms-beginning-with-v-4769372
https://www.investopedia.com/terms-beginning-with-v-4769372
https://www.investopedia.com/terms-beginning-with-w-4769373
https://www.investopedia.com/terms-beginning-with-w-4769373
https://www.investopedia.com/terms-beginning-with-x-4769374
https://www.investopedia.com/terms-beginning-with-x-4769374
https://www.investopedia.com/terms-beginning-with-y-4769375
https://www.investopedia.com/terms-beginning-with-y-4769375
https://www.investopedia.com/terms-beginning-with-z-4769376
https://www.investopedia.com/terms-beginning-with-z-4769376
https://www.dotdashmeredith.com/
https://www.investopedia.com/technical-analysis-4689657
https://www.investopedia.com/advanced-technical-analysis-concepts-4689656
https://www.investopedia.com/terms/h/heikinashi.asp
https://www.investopedia.com/terms/c/candlestick.asp
https://www.investopedia.com/articles/trading/06/marketnoise.asp
https://www.investopedia.com/terms/t/timeseries.asp
https://www.investopedia.com/trading/candlestick-charting-what-is-it/
https://www.investopedia.com/terms/d/downtrend.asp
https://www.investopedia.com/terms/u/uptrend.asp
https://www.investopedia.com/terms/c/closing.asp
https://www.investopedia.com/terms/l/long.asp
https://www.investopedia.com/terms/s/short.asp
https://www.investopedia.com/terms/f/false-signal.asp
https://www.investopedia.com/contributors/68/
https://www.investopedia.com/contributors/68/
https://www.investopedia.com/charles-potters-4942512
https://www.investopedia.com/charles-potters-4942512
https://www.investopedia.com/articles/trading/06/marketnoise.asp
https://www.investopedia.com/trading/candlestick-charting-what-is-it/
https://www.investopedia.com/articles/active-trading/062315/using-bullish-candlestick-patterns-buy-stocks.asp
https://www.investopedia.com/articles/active-trading/040914/understanding-hanging-man-optimistic-candlestick-pattern.asp
https://www.investopedia.com/trading/using-bollinger-bands-to-gauge-trends/
https://www.investopedia.com/articles/technical/112601.asp
https://www.investopedia.com/terms/h/heikinashi.asp
https://www.investopedia.com/terms/h/heikinashi.asp
https://www.investopedia.com/terms/w/white_candlestick.asp
https://www.investopedia.com/terms/w/white_candlestick.asp
https://www.investopedia.com/terms/f/false-signal.asp
https://www.investopedia.com/terms/f/false-signal.asp
https://www.investopedia.com/terms/r/red-candlestick.asp
https://www.investopedia.com/terms/r/red-candlestick.asp
https://www.investopedia.com/terms/r/renkochart.asp
https://www.investopedia.com/terms/r/renkochart.asp
https://www.investopedia.com/terms/b/barchart.asp
https://www.investopedia.com/terms/b/barchart.asp
https://www.investopedia.com/trading/heikin-ashi-better-candlestick/
https://www.investopedia.com/
https://www.investopedia.com/financial-term-dictionary-4769738
https://www.investopedia.com/markets/
https://www.investopedia.com/simulator/
https://www.investopedia.com/personal-finance-4427760
https://www.investopedia.com/financial-advisor-4427709
https://academy.investopedia.com/?aca_ref=header_home_link_1

