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What are chart patterns?

Chart patterns represent the collective price action on a chart over a specified
period.

These price patterns have provided trading opportunities in the past, leading
traders to believe they can strategically position themselves in the stock when
such patterns form again.

These chart patterns are versatile, offering insights to traders across various
timeframes. A short-term trader might use them on hourly or daily charts, while a
long-term trader can apply them on monthly charts to gain a longer-term outlook.



Price Patterns are formed
during the price cycles



PRICE PATTERNS

BULLISH BEARISH

Cup & Handle
Ascending Triangle

Inverse Head & SHoulder
Double Bottom

Head & Shoulders
Descending Triangles

Double Top
Bump & Run



All the price patterns have two common things:
Trend Line & Breakout



Have you ever wondered why a price pattern forms? It emerges due to the activities of
buyers and sellers, driven by supply and demand.

Supply

Demand



When we look at charts to identify potential trades, we encounter numerous
patterns that may appear. It can be overwhelming and confusing to determine
which patterns to focus on and which ones to disregard.

We conducted a backtest on popular patterns across numerous charts and various
time frames to determine the success rate of each pattern. These patterns are
commonly traded by many traders globally!



Let’s start looking at each pattern one by one according to their success rank! 
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PENNANTS
In a bullish pennant, strong positive sentiment drives the market to spike higher,
forming the pole. After this surge, buyers might back off and take profits, while
bears anticipate a potential retracement. This balance between supply and
demand leads to price consolidation.Tom Bulkowski cautions against using the
pennant pattern, as it has only a 46% success rate and an average profit of just 7%.
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BULL & BEAR FLAG:
SUCCESS RATE: 66% AVERAGE MOVE: 39%

A bull flag indicates that the preceding uptrend is likely to continue. Similarly, a bear
flag suggests the continuation of the preceding downtrend. The height of the flagpole,

when projected from the breakout level, helps to determine a proportionate target.
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ASCENDING & DESCENDING TRIANGLES.
SUCCESS RATE: 83% AVERAGE MOVE: 42%

Ascending triangles are a bullish formation that suggests an impending upside breakout.
Descending triangles are a bearish formation that indicates a likely downside breakout.
Symmetrical triangles, characterized by increasingly narrow price action, can lead to a

breakout in either direction—up or down.
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CHANNELS
An ascending channel occurs during an uptrend, with price highs and lows contained

between upward-sloping parallel lines acting as resistance and support. The price
must touch these lines at least twice to confirm the channel. A descending channel, a
bearish pattern, is formed by two downward trend lines representing resistance and
support. It features a trend line supporting lower lows and a diagonal resistance line

connecting lower highs.
SUCCESS RATE OF 72% AVERAGE MOVE 37%
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DOUBLE TOP & DOUBLE BOTTOM
The Double Top chart pattern is an M-shaped pattern with two peaks separated by a

moderate decline. This bearish reversal pattern typically signals the start of a
downtrend. Conversely, the Double Bottom chart pattern is a W-shaped pattern with

two lows separated by a moderate incline. This bullish reversal pattern generally
indicates the beginning of an uptrend.

SUCCESS RATE 75% WITH AVERAGE MOVE 40%
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CUP & HANDLE PATTERN
The Cup and Handle pattern is a bullish continuation pattern that indicates a

strengthening of a security's price followed by a breakout, leading to a significant
upward move. The U-shaped cup represents a period of consolidation, while the handle

signifies the moment of breakout.
SUCCESS RATE OF 81% AVERAGE MOVE 53%
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HEAD & SHOULDER PATTERN
The first step is to identify the head and shoulders pattern, which consists of three

parts: the left shoulder, the head, and the right shoulder. This pattern is characterized
by an initial peak (left shoulder), followed by a higher peak (head), and then a lower peak
(right shoulder). In other words, the right shoulder forms a lower high compared to the

head.
SUCCESS RATE: 83% AVERAGE MOVE: 42%
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 Bump and Run Reversal
As its name suggests, the Bump and Run Reversal (BARR) is a reversal pattern that

emerges after excessive speculation pushes prices up too far and too quickly.
SUCCESS RATE: 85% EXPECTED MOVE: 50%





Things to Remember While Trading Pattenrs

Understanding the correct pattern with proper liquidity zones is important1.
The trend is very important.2.
Using any supporting overlay & underlay will be a value addition.3.
Using proper money management & position sizing is important.  4.
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