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Chart Patterns Trading

Complete Technical Analysis Course

Master Continuation & Reversal Patterns for Profitable Trading

Introduction to Chart Patterns

What are Chart Patterns?

Chart patterns are specific formations created by price movements on trading charts. They represent the psychology of market
participants and often repeat because human emotions and behavior in markets are predictable. These patterns help traders identify

potential future price movements based on historical price action.

Key Insight: Chart patterns work because they reflect the ongoing battle between buyers (bulls) and sellers (bears). When one

side gains control, predictable price movements often follow.

Types of Chart Patterns

Continuation Patterns Reversal Patterns

These patterns suggest that the current trend will continue These patterns indicate that the current trend is likely to

after a brief consolidation period reverse direction

Examples: Flags, Pennants, Triangles, Wedges Examples: Double Tops/Bottoms, Head & Shoulders,

Triple Tops/Bottoms
Trend: Maintains existing direction

Trend: Changes direction

Pattern Reliability Factors

Volume Confirmation Pattern Duration Market Context

Strong volume during breakouts
increases pattern reliability

significantly

Patterns that take longer to form
(weeks vs days) tend to be more

reliable

Patterns work better when aligned
with overall market trend and

sentiment

Clear Structure

Well-defined patterns with clean
lines and obvious boundaries are

more trustworthy

Continuation patterns appear during trends and suggest that after a brief pause, the trend will resume in the same direction. These are

among the most reliable patterns for traders.
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Bearish Continuation Patterns

Rising Wedge (Bearish) Bearish Pennant

Reversal patterns signal that the current trend is losing momentum and may reverse direction. These patterns often form at major market

tops and bottoms.

Major Reversal Patterns
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Pattern Trading Rules & Measurements

Entry and Exit Rules

e Breakout Entry: Enter when

price breaks pattern boundary

Retest Entry: Wait for
pullback to broken level for
better entry

Volume Confirmation:
Ensure strong volume on

breakout

e Conservative: Below/above

the pattern boundary

Aggressive: Below/above

recent swing low/high

o Pattern-specific: Use pattern

rules (e.g., neckline for H&S)

Flags/Pennants: Measure

flagpole height

H&S: Head to neckline

distance

Double Tops/Bottoms:
Distance between
peaks/troughs and

support/resistance

Professional Tip: Always wait for confirmed breakouts with volume. False breakouts are common, especially in sideways

markets. A breakout without volume is often a trap.

Risk-Reward Guidelines

Minimum R:R Ratio

Always aim for at least 1:2 risk-
reward ratio. Risk 100 to make

%200 minimum.

Pattern Invalidation

If pattern breaks in opposite
direction, exit immediately. Don't

hope for recovery.

Time Limits

Set time stops. If pattern doesn't
play out within expected timeframe,

consider exit.

Position Sizing

Never risk more than 2% of account

on any single pattern trade.

Volume is crucial for confirming |

improves trading success.
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Professional traders analyze patterns across multiple timeframes to increase accuracy and identify the best trade setups.

Timeframe Hierarchy

Major patterns for long- Primary patterns for swing Refined entry patterns Precise entry triggers

term bias trades

Use: Entry timing Use: Execution timeframes

Use: Overall market Use: Main trade direction

direction

Pattern Confluence Strategy

1. Identify major pattern on daily/weekly chart

2. Look for smaller patterns in same direction on 4H/1H
3. Use 15M/5M for precise entry timing

4. Ensure all timeframes align for highest probability

5. Take profits at higher timeframe targets

Common Pattern Trading Mistakes

Critical Mistakes to Avoid:

Premature Entries: Entering before clear breakout confirmation
Ignoring Volume: Trading breakouts without volume confirmation
Wrong Timeframes: Using patterns from inappropriate timeframes
Poor Risk Management: Not setting proper stops or position sizes
Pattern Hunting: Seeing patterns where none exist

Ignoring Context: Trading against major trend or market conditions

Pattern Success Factors

Increase Your Success Rate:

Trade with the trend: Continuation patterns in trending markets work best
Wait for clear patterns: Well-defined boundaries and clean structure
Volume confirmation: Always confirm breakouts with increased volume
Multiple timeframe analysis: Align patterns across timeframes

Market conditions: Patterns work better in liquid, active markets

Risk management: Always use stops and proper position sizing

Chart patterns are powerful tools that reveal market psychology and provide high-probability trading opportunities. Success comes from

understanding pattern mechanics, confirming with volume, and maintaining disciplined risk management.

Your Pattern Trading Checklist

1. Pattern Identification: Clear, well-defined structure

2. Volume Analysis: Decreasing during formation, increasing on breakout
3. Breakout Confirmation: Clean break with strong volume

4. Entry Strategy: Breakout or retest entry with defined stops

5. Target Calculation: Measured moves based on pattern height

6. Risk Management: 1-2% risk per trade maximum

7. Market Context: Align with overall trend and conditions

Key Success Principles

Quality over Quantity: Wait for perfect setups rather than forcing trades

Remember, patterns are probability-based tools, not guarantees. Focus on high-probability setups, manage risk religiously, and let your

winning trades run to their measured targets. Consistent application of these principles will lead to long-term trading success.

Master Chart Pattern Trading

Recognize patterns, confirm with volume, trade with discipline

"The market is a pattern recognition game" - Jesse Livermore
Pattern + Volume + Discipline = Trading Success
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