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Abstract: The article investigates how much the investors are aware, how well they comprehend and what
their perception is of the candlestick chart patterns as a technical analysis tool. The data which was gathered
from 268 investors utilizing a convenience sampling method disclosed that the most powerful factors molding
the investors’ perception and application of the candlestick analysis in stock trading are knowledge and the
interpretive understanding. The respondents who had a better understanding of the candlestick patterns were
more confident and accurate in their interpretation, and therefore they made informed investment decisions.

It is true that the educational background and exposure to stock trading enhance one's analytical ability but
their influence is felt only when it is backed by a solid interpretive foundation. Interestingly, the study shows
that there is a negative correlation between the previous exposure and the variety of candlestick types that one
knows, which means that seasoned traders usually stick to the patterns that they are already acquainted with
and, thus, their adaptability to new analytical insights is limited. Besides, across the different types of
investors, the knowledge factor is the only one that significantly differentiates in terms of the trading style
and strategy.

The study insists that the simple experience or exposure does not suffice but rather one has to develop a
deep conceptual and interpretive understanding of candlestick patterns for effective technical analysis,
improved decision-making in stock trading and especially so in the case of Nifty Fifty stocks.

Key words: Candlestick Chart Patterns, Investor Perception, Interpretive Understanding, Investor
Awareness, Nifty Fifty, Investment Behaviour, Financial Decision Making.

|. INTRODUCTION

In the contemporary world of finance which is ever-changing and unpredictable, the investors mainly depend
on a variety of tools and techniques to forecast price changes and take the right investment actions. Among
the techniques, one is candlestick chart patterns which have gained enormous acceptance because of their
visual simplicity and market sentiment representation. The candlestick analysis has, for centuries, rooting
from the Japanese rice merchants of the 18th century, and taken trading to a higher level that is now a basic
element in most financial markets around the globe.
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With candlestick charts, one gets an all-around look at the price movements, which shows opening, high, low,
and closing prices for a specific period. Different patterns symbolize different types of investors’ and the
market's psychology which gives the trader a better precision in interpretation of trends, reversals, and
momentum. Nonetheless, the investor's skill, patience, and ability to analyze the situation play a crucial role
in the success of candlestick analysis. Mistakes in interpretation or reliance on patterns that already known
without understanding the concept can easily result in wrong decisions and, consequently, losing of money.
In India particularly with respect to Nifty Fifty stocks, candlestick charting has gained more and more
importance due to the increase in retail investor participation and the development in trading technology. Still,
it is not clear how well the investors understand, interpret and apply the patterns that they come across. Hence,
this research aims to investigate the factors like awareness, understanding and how investors view candlestick
chart patterns in the aspect of prediction of stock price changes through their dependability and efficacy.

Statement of the Problem

Candlestick chart patterns are indeed a very strong technical analysis tool but to be applied correctly, the
trader has to really understand the pattern interpretation and market psychology well. The majority of traders
nowadays are using these candlestick charts without getting the fundamental concepts clear, thus leading to
unsteady or wrong trading decisions. Furthermore, past exposure and experience do not necessarily result in
better analysis, as traders might stick to the familiar patterns and avoid the new or complicated signals.

This study is about the difference between the investor knowledge and the interpretation of candlestick chart
patterns. It is intended to find out whether the investors have the necessary depth of understanding to use these
tools effectively in stock trading, especially in the case of Nifty Fifty stock analysis. Also, the research is
going to explore how knowledge, education, and prior exposure impact the traders' views of candlestick
patterns being reliable and effective.

Significance of the Study

The study presents research that is of considerable importance in both investing and technical analysis areas.
It is imperative to know the psychological and analytical sides of investor behaviour in today's financial
markets that are getting more and more data-driven and volatile. Candle stick chart patterns, a major tool in
technical analysis, offer very useful market trend and price movement insights. Nevertheless, their potency is
reliant on the ability of investors to comprehend and use them properly.

This research points out the disconnects between theoretical knowledge and practical application by looking
into the degrees of consciousness, know-how, and interpretative skills that the investors have in relation to
the candlestick patterns. The results are supposed to help the teachers, the financial advisors, and the
policymakers to come up with better investor education programs that stress conceptual understanding over
simply exposure to or experience with the subject.

Additionally, the results of this investigation allow both retail and institutional parties a glimpse into the
significance of a methodical route to mastering and using candlestick analysis. As far as Nifty Fifty stocks are
concerned, the research indicates that the right interpretation can really make a difference in the trading
strategies and investment results.

All in all, the study points out that if the investor is well-informed and deep in analysis, then the technical
tools such as candlestick charts will not just be maximized, but at the same time, more rational and confident
investment behavior in the stock market will be promoted.
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Objectives of the study
e To investigate the awareness and comprehension of candlestick chart patterns by the investors
particularly with respect to their design, interpretation, and use in stock trading.

e To ascertain the perception of investors towards the candlestick chart patterns' reliability and
effectiveness as a tool for predicting stock price movements, especially in the case of Nifty Fifty stocks.

Research Methodology

The present research is devoted to the analysis of the perceptions and behavior of investors. The research is
grounded upon the primary data that has been gathered from a total of 268 respondents. Data collection was
carried out through a convenience sampling technique that allowed easy access to the respondents who were
within the network of the researcher. The data collection was performed through a structured Google Form
questionnaire that was shared with personally known investors to the researcher and through friendships and
acquaintances (friends of friends).

The questionnaire comprised of both closed-ended and open-ended types of questions that were formulated
to collect information about the demographic profiles of the investors, their preferences regarding
investments, and their decision-making behaviour. The responses were integrated and statistically analysed
through the use of appropriate tools so as to come up with meaningful conclusions.

Although the convenience sampling method made the data collection process faster and more user-friendly,
it nevertheless imposed some limitations regarding the representativeness of the sample. Some of the
respondents were reluctant to provide correct information, and this could have impacted the degree of the
reliability of the results.

Limitations of the Study
The investigation relies on the input of 268 individuals who were picked using the convenience sampling
technique for drawing the sample. The main method of data collection was Google Forms, and the participants
were contacted personally via networks, that is, friends and friends of friends. Because the sampling was done
through personal contacts, the responses might not reflect the general population of investors hence the scope
of the study being limited. More so, some of the individuals expressed doubt about giving truthful or full
information because of the concerns over their privacy and the fact that they did not trust the online data
collection method. This possible bias in responses could have had an impact on the truthfulness and precision
of the data collected.

Research Design

Objectives Test Used Purpose
1. Assess level of awareness about SEM path analysis Measure and compare awareness
candlestick patterns
2. Evaluate perception about Descriptive statistics, Test how awareness affects
candlestick chart patterns Factor Analysis perceived reliability

Path Diagram

Objective 1
To investigate the awareness and comprehension of candlestick chart patterns by the investors particularly
with respect to their design, interpretation, and use in stock trading.

This Path Diagram Represents the Relationship between Dependent and Independent Variables
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Hypothesis framed

Null Hypothesis (Ho): There is no significant relationship between the independent and dependent variable.

Alternative Hypothesis (Hi): There is a significant relationship between the independent and dependent
variable

Dependent Variable: Types of Investor, Types of Candle Stick

Independent Variables: Level of awareness about candlestick

2.85, 1.66
Knowledge about candle stick charts |
N2 43, 168

Concept okbullish and bearish._

2.69, 1°8

Reversal patern

326, 2.1

Intrepret kerge

000 88 Qo

o3
Clarity abowuatian

N 0. .95
280 bs) &
Education about charting Technique Q2 " 220

Previous Exposure used to é:: - w;\\\\\ -‘ o

< > \\ 2.03
e :‘/Au
Training workshop related ‘I:p.éhni

Type of investor ]
320, 2 44

Basic item und;étood

289, 181
Awarness g,téul voume data

267, 168

Confidence exists analyzing nifty fifty

Number of distinct sample moments: 119
Number of distinct parameters to be estimated: | 117
Degrees of freedom (119 - 117): 2

Chi-square = 0.624
Degrees of freedom =2
Probability level =0 .732
Model Fit Indices
e Chi-square/degrees of freedom ratio (CMIN/DF) (< 3 acceptable) =0.312/ 2
e RMSEA (< 0.08 acceptable, < 0.05 Excellent) =0.000
e CFI/TLI (>0.90 acceptable, > 0.9 Excellent) =1.000/1.084

The model fit indices reported confirmed an Excellent model fit with the observed data. The ratio of
Chi-square/df (CMIN/DF) is 0.312, well below the limit of 2. The Root Mean Square Error of
Approximation (RMSEA) of 0.000 is way below the cut-off of 0.05 and further falls within the *"good
fit”. Moreover, Comparative Fit Index (CFI) and Tucker-Lewis Index (TLI), standing at 1.000 and
1.084, more than the cut-off mark of 0.90.1t indicates model is Excellent fit.
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This table indicates the relation between Dependent and Independent Variables of Regression weights
Regression Weights

Relationship between the Estim
Variables ate SE. CR P Result
Types of Knowledge
candle | <--- | about Candle 0.112 0.057 1.971 0.049 Rejected
stick stick charts
Types of Awareness
candle | < | 20U 0001| 0052| " | o0gss| AceePtEd
. reversal 0.019
stick
patterns
Understand
Types of the difference
candle | <--- | candle stock 0.056 0.046 1.213 0.225 | Accepted
stick and reversal
pattern
Educational
Types of rezgl;[ies - Accepted
car.1dle = candlestick 0.05 0.053 0.946 0.344
stick .
charting
techniques
Typesiof Previous
exposure to - Rejected
car.ldle candlestick 0.114 0.047 2.404 0.016
stick
patterns
Familiarity
Types of with Accepted
candle | <--- | identifying 0.027 0.054 0.499 0.618
stick trends using
candlestick
Training or
Types of workshops _ Accepted
candle | <--- related to -0.065 0.047 0.164
. . 1.391
stick technical
analysis
Basic terms
such as
Types of “25,22’” _ Accepted
<--- ’ -0. . .
car_ldle “high.” and 0.003 0.052 0.059 0.953
stick e
low” in
candlestick
analysis
There is
Types of awareness of
h I A
candle | <o | "OWVOUME | g09 | 0054 | -166| 0097 | ACCEPe
. data can
stick
support
candlestick
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Confidence
exists in
Types of .
candle | < | 2nalvzing 0053| 00s8| 0906| o0365| ‘ccerred
. Nifty Fifty
stick
stock
movements
Awareness of
Types of how to Rejected
candle | <— | 0122| 0051| 2876| 0.018 J
stick interpret
candlestick
Tvoes of Knowledge _
P < | aboutCandle | -0.091| 0.046 0.049 |  Rejected
investor . 1.972
stick charts
Confidence
exists in
Types of analysing - Accepted
investor Nifty Fifty 0.019 0.052 0.375 0.708
stock
movements
Types of Types of -
investor . candle stick 0.031 0.05 0.629 0.529 Accepted
Understand
the concept Accepted
Types of of bullish and -
investor . bearish 0.026 0.053 0.496 0.62
candlestick
patterns
Awareness
IREReT Ul 2R 0049 | 0045 | 027e| Aceepted
investor reversal 1.089
patterns
Awareness of
Tvoes of how to Accepted
. yp <--- interpret 0.008 0.045 0.179 0.858
investor .
candlestick
formations
Understand
Tvoes of the difference Accepted
P < | candlestock | 0.059| 004| 1.479| 0.139
investor
and reversal
pattern
Educational
resources Accepted
Typesof || about 0011| 0039| 0277| 0782
investor candlestick
charting
techniques
'!'ypes of - Previous 0,037 0.039 - 0.349 Accepted
investor exposure to 0.937

[JCRT2511320 ‘ International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org ’ c489


http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 11 November 2025 | ISSN: 2320-2882
candlestick
patterns
Familiarity Accepted
Types of < id W!th. -
i vestor i entlfyl'ng -0.008 0.045 0.173 0.863

trends using
candlestick
Basic terms
such as Accepted
“open,”
Types of “close,”
: <--- . 0.051 0.042 1.228 0.219
investor “high,” and
“low” in
candlestick
analysis
There is
awareness of Accepted
Typesof || howvolume | eel 0045 | 1.465| 0143
investor data can
support

candlestick

P value-0.05 level
1. Relationship between Awareness about candlestick and Types of Candlesticks

It shows that the three variables have a significant influence on the Types of Candlesticks applied by the
participants within a statistical framework. A good understanding of candlestick charts has a positive and
significant impact indicating that people with a more knowledge about candlestick charts can recognize and
interpret different types of candlestick patterns with greater ease. It also points out the importance of both
theoretical and technical knowledge in pattern recognition.

On the other hand, the previous exposure to candlestick patterns shows a significant negative relationship.
This suggests that the individual’s experience may lead to specialization or habitual pattern recognition, which
would limit the understanding of the different candlestick types to the few that are one’s own.

Finally, awareness of how to interpret candlestick formations was found to be significant indicating that
investors who are aware of interpretation techniques are more likely to identify and utilize effectively the
various candlestick types.

Moreover, the other factors, such as awareness about reversal patterns, availability of educational resources,
training or workshops, and familiarity with identifying trends, did not show any statistically significant
relationships. This indicates that although exposure and theoretical understanding are the major factors, formal
training or general awareness may not alone be strong enough to predict the range of candlestick types an
individual would employ.
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2. Relationship between Predictors and Types of Investors

The connection between Investors’ Types and the different areas of knowledge about the candlestick charting
technique was investigated. Among all the variables that were analysed, only the “Knowledge about
Candlestick Charts” had a statistically significant relationship with the Types of Investors (p = 0.049), which
means that the investor’s type is determined by his/her overall knowledge of candlestick charts. This implies
that investors who have a thorough understanding of candlestick charts may be treated differently in terms of
investment behaviour or classification than those who have a basic knowledge of the technique.

On the other hand, all other variables like confidence in analysing Nifty Fifty stocks movements,
understanding bullish and bearish patterns, awareness of reversal patterns, familiarity with identifying trends,
and understanding of the basic terms and data in candlesticks were found to be statistically not significant (p
> 0.05). Despite the fact that these factors did not demonstrate a significant influence, their inclusion in the
model indicates that they are part of the picture when it comes to understanding investor behaviour, although
their individual statistical impact may be small.

In general, the findings reveal that the most important factors influencing the participants' evaluation and use
of candlestick analysis are their knowledge and interpretive understanding. Even though exposure and
education provide some assistance, their impacts are not statistically significant until they are accompanied
by a solid understanding. It is curious that prior exposure actually has a negative correlation with the range of
candlestick types that one is aware of, which may imply that there are cognitive biases or that one is relying
heavily on the patterns that he or she is already familiar with. With regard to the investor type, only knowledge
is considered a significant factor, thereby confirming the view that informed investors are more likely to create
separate investment identities or strategies. Therefore, it can be concluded that developing the investors'
conceptual knowledge of candlestick charts could lead to their being more tactical and consistent in their
investment behaviour.

Factor Analysis
Objective:2

To evaluate investor perception regarding the reliability and effectiveness of candlestick chart patterns as a
tool for forecasting stock price movements, especially in the context of Nifty Fifty stocks

Factor analysis components are investor perception regarding the reliability and effectiveness of
candlestick chart patterns as a tool for forecasting stock price movements components perceptions are
Dependent indicators of future price, Timely signals for market Entry and Exit, More reliable other visual
charting, Previous price trend Effectively Represent, Pattern recognition viewed as practical tool,
Consistent across different nifty fifty companies, Reliability is more compare to others

The Kaiser-Meyer-Olkin measure is an index

KMO and Bartlett's Test that determines the adequacy of sampling.

Kaiser-Meyer-Olkin Measure of Sampling The KMO test result, which is 0.557, or 0.6,
0.557] . . .

Adequacy. is regarded as good, valid, and appropriate for

Bartlett's Test of Approx. Chi-Square | 101.537| using in the reduction process. The sphericity

Sphericity df 21| of the Bartlett's test aids in the decision-

Sig. 0.000| making process by allowing the researcher to

determine whether further study of the
research activity is warranted based on the factor analysis results.
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Communalities Above table was anticipated that every
Initial Extraction Commonality variable would differ by
Dependent indicators of future 1,000 0547 100%. That is, the starting value of each
price ' ' item was 1.00, indicating that each item
Timely signals for market Entry shared 100% of the item. The extraction
. 1.000 0.617
and Exit value has a range of 0.257 to 0.797.
More reliable other visual charting 1.000 0.257
Previous price trend Effectively 1.000 0.527
Represent

Pattern recognition viewed as

. 1.000 0.574
practical tool
Con3|ster_1t acorss dlfferent nifty 1.000 0.797
fifty companies
Reliability is more compare to 1.000 0.612

others
Extraction Method: Principal Component Analysis.

Total Variance Explained

Extraction Sums of Squared Rotation Sums of Squared
Initial Eigenvalues Loadings Loadings
% of
Comp Varianc | Cumulative % of | Cumulative % of | Cumulative
onent | Total e % Total | Variance % Total | Variance %

1 1.693| 24.184 24.184| 1.693 24.184 24.184 | 1.460 20.854 20.854
1.171| 16.729 40.913| 1.171 16.729 40.913| 1.306 18.651 39.505
1.069| 15.268 56.181 | 1.069 15.268 56.181 | 1.167 16.676 56.181
0.946| 13.515 69.696
0.867| 12.387 82.082
0.668 9.545 91.627
0.586 8.373 100.000

Extraction Method: Principal Component Analysis.
The matrix's Eigen value is greater than thirteen for five factors. Out of the original seven, just two variables
are left, 24% and 69%. The components are represented on the X axis of the Scree, and the corresponding
Eigen values are shown on Y axis. The first two components are taken into account with Eigen values of
24.184 and 13.515 respectively. The factor with the highest Eigen value of 24.184 is the most important one,
then it is followed by another factor.

N OO B WDN

Scree Plot

Eigenvalue

On the Scree, the components are on the X axis while the Y axis shows the corresponding Eigen values. The
first five components with Eigen values of 24.184, 16.729, 15.268, 13.515, and 12.387 are taken into
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account. Since this factor has the greatest Eigen value of 24.184, it is the most important factor, followed by
a new factor.

Rotated Component Matrix?®
Component
1 2 3

Reliability is more
compare to others
Pattern recognition
viewed as practical tool
Consistent acorss
different nifty fifty 0.871
companies
Previous price trend
Effectively Represent
More reliable other
visual charting
Timely signals for
market Entry and EXxit
Dependent indicators of
future price
Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 5 iterations.

0.754

0.735

0.416 0.588

0.402

0.766

0.714

Component 1- Reliability and Practical Utility-The respondents’ trust and confidence in the method’s
dependability, as well as its practical applicability in real-world scenarios. Variables such as-the reliability of
the method compared to others and its recognition as a practical tool load highly on this factor, indicating that
users’ value both its consistency and usefulness.

Component 2- Consistency and Representational Accuracy-Reflects the method’s ability to maintain
stable performance across different contexts and accurately represent previous price trends. This suggests that
users perceive the method as dependable and capable of generalizing patterns across various market
environments.

Component 3- identified as Predictive and Timing Capability- Emphasizes the method’s role in providing
timely and reliable signals for market entry and exit decisions, as well as its usefulness in anticipating future
price movements. Overall, the three components collectively represent reliability, consistency, and predictive
strength key dimensions that define the perceived effectiveness of the analytical approach.
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Descriptive Statistics
Std.
Minimu | Maxi Deviatio
N m mum | Mean n Skewness Kurtosis
Std.
Statisti | Statisti Statisti | Erro | Statisti
Statistic | Statistic c Cc Statistic c r c Std. Error
Generally
acourate for | 56q 1| 5| 257| 1346 0.662|0.149| -700|  0.297
shortterm
trading
Trusted for
Reversal 268 1 5 278 1.413| 0.485|0.149| -1.109 0.297
signals
Accuracy s 268 1 5| 285/ 1514| 0.353]0.149 -1.373 0.297
very high
Market
Sentiment is 268 1 5 2.86 1.485| 0.329|0.149| -1.322 0.297
beleived
Valid N
(listwise) 268

Concerning the perception-oriented outcomes, it can be stated that the survey respondents have majorly
moderate to low level of assurance over the accuracy and dependability of the analytical method applied in
trading. The score values, signified by the means all being lower than the mid-point value of 3, show that the
participants have not been convinced much of the method's efficacy in short-term trading, its dependability
for reversal signals and its potential to mirror market sentiment. The large standard deviations are a sign that
the views of the respondents are quite different from one another, which suggests various levels of experience
or belief in the method. The positive skewness values point to a divided opinion, whilst the negative kurtosis
values signify that the responses are spread out more widely thus reflecting a plurality of perceptions rather
than a strong consensus. To sum up, the results regarding the perception say that while some respondents
might see a potential in the method, still, the majority of them are doubtful and expect more validation or
demonstration of its accuracy and reliability in real trading situations.

Findings

The overall findings indicate that knowledge and interpretive understanding are the main factors that have the
strongest impact on the way investors see and use candlestick analysis. Respondents with solid conceptual
knowledge of the candlestick patterns give more confident and correct interpretations, thus leading to very
good decision-making. Mounting exposure and educational background reinforce positively but their power
is significant only when laced with a solid interpretive base. Data intriguingly reveals an inverse correlation
between prior exposure and the number of candlestick styles recognized, indicating that users with more
experience might focus a lot on the patterns they know, thus restricting themselves and not getting the benefits
of the new insights or techniques brought by analytical exploration and change.

Moreover, when investor types are considered, only knowledge is left as a big differentiator, which means
that the more knowledgeable investors are, the more they are going to develop different trading styles and
strategies. This implies that not only experience or exposure is needed; to be effective in using technical
analysis tools like candlestick charts, one needs to have depth and accuracy.
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Suggestions

e Enhance Conceptual Training

e Training programs for participants in the market will be grounded not only in the detection of
candlestick formations but also in the comprehension of the psychological aspects and market
dynamics behind those patterns.

e Integrate Education with Practical Application

e The teaching of this subject matter through workshops and simulations, with the addition of
theoretical knowledge and real-time market analysis, could prove to be a very effective way to help
people learn and apply at the same time.

e Promote Reflective Learning

e Count on it that the investors will be the ones who will do it, they will review their interpretations
and outcomes regularly to counteract the biases and be able not to rely more on the patterns that they
know or the few that are familiar to them.

e Develop Knowledge-Based Segmentation

e The financial educators and advisors can make the content targeted to the investor types in the form
of stratification according to their expertise: novices, intermediates, and experts, stressing
interpretive clarity, and analytical reasoning.

Conclusion

The research reveals investor perception, understanding, and use of candlestick chart patterns as a technical
analysis tool in the case of Nifty Fifty stocks comprehensively. Through the collection of answers from 268
investors using the convenience sampling method, the study indicates that knowledge and the ability to
interpret are the leading factors that affect positively the effectiveness of the use of candlesticks in the
decision-making process of the investors. The results suggest that those who have a better understanding of
the operation of candlestick patterns are likely to be the ones who make the most confident and accurate
interpretations, thus facilitating the trading decisions that are best informed. Moreover, although exposure and
educational background are factors that add positively, they do not become meaningful until accompanied by
strong interpretive skills. What is more, the study also discovered that prior exposure might be inversely
related to the number of candlestick types known, implying that veteran investors tend to overuse the patterns
they are familiar with, hence limiting their control over new analysis insights. The study concludes that just
experience or exposure is not enough to acquire the technical analysis tools. Rather, the investment outcomes
must be consistent and rational only with a very strong basis of conceptual understanding and interpretive
accuracy. The research also points to the necessity of investor education and training programs that would
focus on deep analytical comprehension rather than technical tools' superficial familiarity. All in all, the
present study not only benefits investors but also educators in finance as it provides them with invaluable
insights. It seeks to not only increase. aims to enhance the effectiveness of candlestick analysis and support
more informed, confident, and strategic decision-making among investors.

Future Implications

Analysing the impact of digital learning tools and Al-driven charting software on the interpretive
understanding of investors.

Looking into the behavioural and psychological aspects (such as risk tolerance, cognitive bias) that influence
the relationship between knowledge and decision quality.

Realizing the necessity of longitudinal studies for evaluating conceptual knowledge skill and its corresponding
trading performance.
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Investigating the influence of candlestick analysis knowledge on different market and cultural environments
to establish the applicability of the results.
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