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Pattern 1: Trend Continuation Breakouts

Title: Trend Continuation Breakouts
 Trend continuation breakouts are among the most
recognizable and straightforward opportunities for traders
when a market is already moving in a distinct direction. Once
an uptrend or downtrend is established, price often enters
short-lived consolidations, such as small trading ranges or
recognizable chart formations like flags and pennants. These
patterns reflect temporary equilibrium between buyers and
sellers. As soon as the balance tips—typically in favor of the
underlying trend—price breaks out, providing a renewed
opportunity to ride the ongoing momentum. From a
psychological standpoint, many participants feel “left
behind” if they missed the initial trend move and are waiting
for precisely such a consolidation to enter. Meanwhile, others
who are already positioned in the trend often hold their
trades through these pauses, expecting further gains (in an
uptrend) or losses (in a downtrend).
 To identify a trend continuation breakout, traders look for
well-defined consolidation zones. These zones act as a brief
“rest” for the market. Once price pushes strongly beyond that
zone—especially if confirmed by higher volume in markets
where volume data is available—the breakout signals that the
prevailing direction is likely to resume. In forex, where
volume can be trickier to interpret, many traders rely on
price momentum or candlestick closes beyond key
consolidation barriers.
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When employing this pattern, a common approach is to place
a stop loss just inside the consolidation area. This ensures
that if price fails to follow through and snaps back into the
range, losses remain controlled. An alternative is waiting for
a retest of the broken level, though not all breakouts retest
their origin. Traders who wait for confirmation may reduce
the risk of a false breakout but sometimes miss rapid moves
that never come back to retest.
 Risk management remains crucial. Even in a strong trend,
unexpected economic data or central bank announcements
can abruptly reverse price. Combining technical signals with
fundamental insight—such as an ongoing bullish trend in a
currency supported by higher interest rates—can improve
consistency. For instance, if a currency is fundamentally
strong and forming a bullish flag, a successful breakout from
that flag has higher odds of continuation. Nonetheless, no
single pattern guarantees profits: prudent position sizing and
stop placement will help protect capital when the market
turns unexpectedly.
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Pattern 2: Trendline Retests

Title: Trendline Retests
 Trendlines serve as one of the simplest yet powerful tools in
technical analysis. A valid uptrend line slopes upward,
connecting higher swing lows, while a downtrend line slopes
downward, linking lower swing highs. These lines effectively
depict the path of least resistance for price movement: buyers
defending the line in an uptrend or sellers doing the same in
a downtrend. A “retest” occurs when price returns to the
trendline after moving away from it, often providing an
appealing entry to join the prevailing trend.
 The psychology behind trendline retests is that traders and
even automated systems frequently watch the same diagonal
levels. As price nears the trendline, buy (in an uptrend) or sell
(in a downtrend) orders often cluster, expecting price to
bounce in line with the overarching momentum. If enough
traders and institutions place orders at these points, the
market can indeed pivot, reinforcing the trendline’s
significance. However, it’s essential to confirm that the larger
trend is intact and that there’s no impending fundamental
shock that might disrupt the pattern.
A practical method is to wait for bullish confirmation
candlesticks on an uptrend line, such as hammers or
engulfing candles, before entering a long position. In a
downtrend, look for bearish signals like shooting stars or
bearish engulfing formations near the line. This additional
confirmation helps filter out potential false touches, where
price might slice through the line and indicate a trend
weakening.
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Stop loss placement is typically just beyond the trendline to
account for minor intraday overshoots. Because the slope of a
trendline can vary depending on how precisely you connect
swing points (wicks vs. bodies), consistency in drawing these
lines is crucial. Another subtlety is that steep lines can break
more easily simply because the market can’t maintain that
slope indefinitely. Meanwhile, gentler slopes may hold for a
more extended period. Monitoring volume or momentum
indicators can further enhance reliability: if momentum
fades each time price approaches the trendline, a breakout
might be imminent rather than a bounce.
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Pattern 3: Double Top & Double Bottom

Title: Double Top & Double Bottom
 Double tops and double bottoms are hallmark reversal
patterns that reveal when a market is struggling to push
beyond a certain high (double top) or low (double bottom) on
two distinct attempts. In the case of a double top, price rallies
to a peak, retraces, then makes another run at or near the
previous high but fails to close definitively above it. This
failure suggests buyer exhaustion, opening the possibility of a
bearish reversal. The neckline typically forms at the lowest
point of the retrace between the two peaks, and a decisive
break below that neckline further confirms the pattern.
 For a double bottom, the logic is reversed: price forms two
significant troughs near the same level, with the midpoint
between them acting as a neckline. A break above that
midpoint signals a potential bullish reversal. These
formations can appear in various timeframes, from 5-minute
charts to weekly or monthly charts, offering flexibility for
different trading styles.
Traders have multiple ways to enter these patterns. An
aggressive entry might occur near the second top or bottom,
anticipating that price will fail to exceed the first extreme. A
more conservative trader waits for the neckline break to
confirm the reversal, although this often yields a later entry
with less risk of false signals.
 A standard approach to setting price targets involves
measuring the vertical distance from the neckline to the top
(or bottom) and projecting it from the neckline breakout
point. For instance, if the distance between the top and
neckline is 100 pips, then breaking below the neckline
suggests a possible 100-pip drop from that level. 
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Risk management comes from placing stop losses above (for
double tops) or below (for double bottoms) the secondary
peak or trough, ensuring you exit if the pattern fails.
Overreliance on any single indicator can be risky, so many
traders combine double tops/bottoms with oscillators like RSI
or MACD for momentum divergence confirmation.
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Pattern 4: Head and Shoulders

Title: Head and Shoulders
 The Head and Shoulders (H&S) pattern is widely lauded as a
powerful indicator of trend reversal, especially from bullish
to bearish, though an inverted version applies in downtrends.
It features three peaks: the left shoulder, the head (typically
the highest peak), and the right shoulder, which often
approximates the height of the left. The “neckline” connects
the troughs following each peak, and a convincing close
beneath this line signals a potential shift in market control
from buyers to sellers.
 The psychology here is compelling: during an uptrend,
buyers first drive price to the left shoulder, and after a
retrace, push it even higher to form the head. When they
attempt a third rally but fail to surpass the head, forming the
right shoulder, it points to waning bullish conviction. If price
then breaks the neckline, it validates the loss of upward
momentum, often leading to a corrective or full-blown
bearish phase.
Traders often measure the potential move by taking the
distance from the head to the neckline and projecting it
downward from the breakout. In an inverted H&S, the
concept is mirrored for a bullish reversal. Volume analysis
can strengthen the setup’s reliability: ideally, volume is
higher on the initial peaks and tapers off by the right
shoulder.
 Nonetheless, timing an entry can be challenging. More
cautious traders wait for a confirmed break of the neckline,
while others enter on the formation of the right shoulder.
Both methods have trade-offs regarding risk and reward.
Stop placement typically goes above (in a standard H&S) or
below (in an inverted H&S) the right shoulder. 
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Traders should also watch for a pullback to the neckline after
the breakout—if price retests and rejects it, this can be an
extra confirmation. Remember that major news events or
central bank decisions can overrule the pattern if they
introduce a surge of new fundamentals that favor continued
trend rather than reversal.
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Pattern 5: False Breakouts (Fakeouts)

Title: False Breakouts (Fakeouts)
 Fakeouts or false breakouts represent one of the trickiest
hazards in technical trading. A setup that appears to break a
key level—such as a support, resistance, or chart pattern
boundary—can swiftly reverse, leaving breakout traders
stuck on the wrong side of the move. In the forex market,
where liquidity is high and institutional involvement is
significant, fakeouts can be quite common. Large players may
exploit tight stop placements beyond obvious levels to
generate liquidity for bigger trades.
 A classic fakeout scenario might unfold like this: price
consolidates under a well-watched resistance, triggers buy
stops just above it, and then rapidly reverses downward as
those breakout traders get stopped out. Alternatively, a
breakdown below support may “flush out” long positions,
only for price to rebound strongly. Such moves often
materialize during low-liquidity hours or around news
events, further amplifying volatility.
One way to mitigate fakeout risk is to require confirmation—
for instance, waiting for a candlestick to close beyond a key
level rather than entering the moment price touches or
briefly crosses it. Another tactic is combining breakout
signals with momentum indicators like RSI or MACD: a
genuine breakout might come with strong momentum,
whereas a fakeout may lack it.
 Interestingly, some traders specialize in trading fakeouts
themselves. They look for signs that a breakout attempt has
failed, then take positions in the opposite direction,
anticipating that trapped traders will fuel a sharp reversal.
The risk is that the move could merely be pausing before
continuing in the breakout direction. 
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Hence, robust risk management is crucial: stops are often
placed just beyond the fakeout high or low. Always
remember that short-term price manipulations can coexist
with a longer-term trend, so align your tactics with broader
technical and fundamental pictures.
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Pattern 6: Support & Resistance Bounces

Title: Support & Resistance Bounces
 Markets do not trend at all times; they frequently exhibit
sideways movements or “ranges” where price travels
repeatedly between established support and resistance
levels. Support is a zone where buyers have historically
stepped in, halting declines, while resistance is where sellers
repeatedly emerge, capping advances. Trading these bounces
can be highly effective in slow or range-bound environments,
especially if you identify clear boundaries.
 Traders generally look for confirmation in the form of
candlestick patterns or short-term momentum shifts. For
instance, if price approaches a well-defined support and
forms a bullish engulfing candle, it can suggest an imminent
bounce. Meanwhile, in a ranging market, the fundamental
background might be neutral, meaning neither bulls nor
bears have a decisive advantage. In such conditions, price
tends to oscillate between these levels until a new catalyst
sparks a breakout.
A standard approach is to buy near support with a stop
placed slightly below the support zone and aim for the next
resistance as a target. Conversely, traders short near
resistance with a stop just above, targeting the support zone.
This method thrives on mean reversion—anticipating that
price will revert to the midpoint or opposite boundary of the
range.
 However, one must remain vigilant for potential breakouts.
With each additional test of support or resistance, the level
could weaken, eventually letting price pass through
decisively. 
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Checking economic calendars for upcoming news helps you
avoid being surprised by an event that could trigger the range
to break. Some traders prefer “fading” the boundaries of a
range until a clear breakout candle closes beyond it, at which
point they adopt a breakout strategy instead of playing for a
bounce.
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Pattern 7: Bollinger Band Mean Reversion

Title: Bollinger Band Mean Reversion
 Bollinger Bands consist of a simple moving average
(commonly 20-period) flanked by two bands set typically two
standard deviations above and below the average. These
bands expand and contract with volatility: wider bands
indicate higher volatility, while narrower bands suggest a
quieter market. In a sideways or mildly trending
environment, Bollinger Band “mean reversion” is a popular
strategy, as price repeatedly touches the outer bands and
returns toward the central moving average.
 The concept is that when price closes near the upper band, it
is relatively “overbought,” and when it approaches the lower
band, it is relatively “oversold.” Traders who adopt a mean
reversion philosophy will short near the upper band and go
long near the lower band, expecting a move back to the
middle band for a modest profit. Candlestick signals or short-
term momentum indicators can help refine entries,
attempting to avoid scenarios where price “rides the band” in
a strong trend.
One refinement is to use Bollinger Band “squeezes.” A
squeeze happens when the bands contract significantly due
to reduced volatility. This often precedes a larger directional
breakout. If you are trading mean reversion, be cautious
during a squeeze, because the upcoming move might be too
strong for a simple reversion approach.
 Stop losses are typically placed just beyond the outer band to
account for mild overshoots. Targets might be set at the
middle band or partially at the middle band with the
remainder aiming for the opposite band if the market is
firmly ranging. 
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Keep in mind that Bollinger Bands alone are not foolproof.
When markets transition into strong trends, price can stay
near an outer band for an extended period. Always verify the
broader market context before employing a mean reversion
system.
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Pattern 8: Pivot Point Strategies

Title: Pivot Point Strategies
 Pivot points gained popularity on trading floors as a quick
way to identify intraday support and resistance. The standard
pivot formula takes the previous day’s high, low, and close to
compute a “central” pivot, plus additional levels labeled R1,
R2, R3 (resistance) and S1, S2, S3 (support). Many platforms
automatically plot these lines, making them widely followed
by retail and institutional traders alike.
 Intraday strategies often revolve around the idea that if price
stays above the central pivot, sentiment is bullish, while
consistently trading below it indicates a bearish bias. Small
scalps can be taken at S1, S2, or R1, R2, etc., if price
approaches those lines and shows a bounce pattern. Some
traders also look for breakout plays if a pivot level is
decisively breached, aiming for the next pivot in the
sequence.
For short-term trades, combining pivot points with
candlestick patterns is common. For example, if price
bounces off S1 with a bullish engulfing on a 15-minute chart,
a trader might go long, placing a stop just below S1. Similarly,
if price breaks above R1 decisively, they could target R2.
 In trending markets, pivot points can be used to locate
pullback entry zones: if an uptrend pulls back to the pivot or
S1 and forms a bullish signal, it may mark a low-risk entry.
Beware, however, that major economic news can
overshadow pivot levels, causing price to slice through them
rapidly. Some traders switch to higher timeframe pivots (like
weekly or monthly) to glean more robust support/resistance
levels. As always, it’s a tool to supplement, not replace,
broader technical or fundamental analysis.
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Pattern 9: Stop Hunting Zones

Title: Stop Hunting Zones
 “Stop hunting” is a term that describes situations where
bigger players—banks, funds, or market makers—
intentionally drive price to trigger retail stop losses. Because
many traders place stops around obvious swing highs, lows,
or round numbers, these zones can be targeted to generate
liquidity. Once retail stops activate, they become market
orders, fueling a momentary push in the same direction. The
larger player can then fill their substantial positions at
advantageous prices.
 This phenomenon is especially noticeable in forex, given the
decentralized structure and high leverage used by retail
traders. When price suddenly spikes past a support or
resistance level by a seemingly small margin and then
reverses, it’s often attributed to stop hunting. While it can feel
predatory, it’s also a normal aspect of how markets seek
liquidity. Smart traders either position stops less predictably
or wait to see if a “stop run” occurs before entering.
One strategy is deliberately trading against such spikes once
evidence suggests they are primarily stop hunts. For instance,
if you see a quick breach of a well-known resistance, followed
by an immediate bearish engulfing candle closing back under
that level, it might signal a forced stop run. You could short,
expecting price to revert toward the prior range.
 However, it’s important not to assume every spike is a mere
stop hunt—some breakouts are genuine trend accelerations.
The difference often lies in the follow-through. A genuine
breakout typically sees sustained momentum, whereas a stop
hunt quickly retraces. Observing how price behaves over the
next few candles is critical. 
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Traders might also look for confluence, such as a major news
event or fundamental factor supporting a continued move,
which would reduce the likelihood that the spike is purely
stop-driven.
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Pattern 10: Order Block Trading

Title: Order Block Trading
 Order block trading is an advanced form of price action
analysis, focusing on areas where institutional orders are
believed to cluster. Typically, an order block is identified as a
small consolidation or cluster of candles before a sharp move.
Traders infer that large institutions accumulated positions in
that zone, propelling price in a new direction.
 When price returns to an order block, the logic is that
unfilled institutional orders might still reside there. As a
result, price frequently stalls or reverses in these regions. To
spot an order block, one might look for a short series of tight
candles before a strong break that leaves few pullbacks
behind. The extremes of those candles define the block’s
boundaries.
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