
Chart Patterns for Crypto Trading
A comprehensive guide to recognizing key market signals

Introduction

In the fast-paced world of cryptocurrency, understanding technical analysis is

key to making informed trading decisions. Chart patterns are visual

formations created by the price movements of a crypto asset on a chart.

These patterns help traders anticipate future price direction based on

historical behavior. This document provides a visual guide to a wide range of

common and advanced chart patterns.

1. Candlestick Reversal Patterns

These patterns are formed by a single or a few candlesticks and can signal a

potential reversal of a trend.

Hammer (Bullish)

A hammer forms during a downtrend. It has a small body at the top and a long

lower wick, indicating that sellers tried to push the price down, but buyers pushed

it back up, suggesting a potential bullish reversal.

Downtrend

Hanging Man (Bearish)

A hanging man forms during an uptrend. It has the same shape as a hammer but

signals a potential bearish reversal, as sellers are starting to gain control.



Uptrend

Shooting Star (Bearish)

A shooting star forms after an uptrend. It has a long upper wick and a small body

at the bottom, indicating that buyers tried to push the price up but sellers drove it

back down.

Uptrend

Inverted Hammer (Bullish)

The inverted hammer is a bullish reversal pattern that forms after a downtrend. It

has a small body with a long upper wick, indicating that buyers are testing the

resistance level and may be ready to push the price higher.

Downtrend

Bullish Engulfing (Bullish)

This is a strong bullish reversal signal. A small bearish candle is followed by a

larger bullish candle that completely "engulfs" it, showing a shift in momentum.



Downtrend

Bearish Engulfing (Bearish)

The bearish engulfing pattern is the opposite of the bullish engulfing. A small

bullish candle is followed by a larger bearish candle that completely engulfs it,

showing sellers have taken control.

Uptrend

Morning Star (Bullish)

A three-candle pattern signaling a shift from a downtrend to an uptrend. It

consists of a long bearish candle, a small-bodied candle (the "star"), and a final

long bullish candle.

Downtrend

Evening Star (Bearish)

The inverse of the morning star. It's a three-candle pattern: a long bullish candle,

a small-bodied "star," and a final long bearish candle, signaling a shift from an

uptrend to a downtrend.



Uptrend

Three White Soldiers (Bullish)

A strong bullish reversal pattern of three consecutive long bullish candles, each

opening within the previous body and closing higher than the previous high.

Reversal

2. Geometric Reversal Patterns

These patterns signal a potential change in the prevailing trend.

Head and Shoulders (Bearish)

A classic bearish reversal. It has three peaks: a higher central peak (the "head")

and two lower peaks (the "shoulders"). A break below the "neckline" signals a

strong downtrend.

Left Shoulder

Head

Right Shoulder

Inverse Head and Shoulders (Bullish)

The inverse of the head and shoulders, this is a bullish reversal. It features three

troughs, with the central one being the deepest. A breakout above the neckline

signals an uptrend.



Left Shoulder
Right Shoulder

Double Top (Bearish)

This pattern looks like the letter "M" and forms after an uptrend. It consists of two

peaks at a similar price level, indicating strong resistance. A break below the

support level signals a downtrend.

Double Bottom (Bullish)

This pattern looks like the letter "W" and forms after a downtrend. It consists of

two troughs at a similar price level, suggesting a strong support level. A breakout

above resistance signals a new uptrend.

3. Continuation Patterns

These patterns suggest that after a brief pause, the prevailing trend will

continue in the same direction.

Ascending Triangle (Bullish)



A bullish continuation pattern formed by a horizontal resistance line and a rising

support line. A breakout above the resistance level suggests the uptrend will

continue.

Descending Triangle (Bearish)

A bearish continuation pattern formed by a horizontal support line and a falling

resistance line. A breakdown below the support level suggests the downtrend will

continue.

Symmetrical Triangle (Neutral)

A neutral pattern where both the resistance and support lines converge. It

indicates a period of consolidation and indecision, with a breakout possible in

either direction.

Bull Flag (Bullish)

A short-term pattern showing a pause in a strong uptrend. It consists of a sharp

price increase (the flagpole) followed by a downward-sloping rectangle (the flag).

A breakout above the flag suggests the uptrend will continue.



Bear Flag (Bearish)

The inverse of a bull flag. It's a sharp price drop (the flagpole) followed by an

upward-sloping rectangle (the flag). A breakdown below the flag suggests the

downtrend will continue.

Falling Wedge (Bullish)

A bullish reversal or continuation pattern where the price moves between two

converging, downward-sloping lines. A breakout to the upside is expected.

Rising Wedge (Bearish)

A bearish reversal or continuation pattern where the price moves between two

converging, upward-sloping lines. A breakdown to the downside is expected.



Bull Pennant (Bullish)

Similar to a bull flag but the consolidation is a small symmetrical triangle. It follows

a sharp price increase and typically breaks out to the upside, continuing the

trend.

4. Advanced Patterns

These patterns are more complex and require a deeper understanding of

market psychology.

Cup and Handle (Bullish)

A bullish continuation pattern resembling a cup with a small handle. The cup is a

"U" shape, and the handle is a short, downward-sloping consolidation. A breakout

above the handle's resistance signals a strong uptrend.

Diamond Top (Bearish)



A bearish reversal pattern resembling a diamond. The price action first broadens

with higher highs and lower lows, then narrows with lower highs and higher lows.

A breakdown signals a downtrend.

Conclusion

Chart patterns are a valuable tool for traders, but they are not a guarantee of

future price movements. They should always be used in conjunction with

other technical indicators, such as volume, moving averages, and the Relative

Strength Index (RSI), to confirm signals and manage risk. By combining these

tools, you can create a more robust trading strategy.

Disclaimer: This document is for informational purposes only and should not be considered financial
advice. Cryptocurrency trading is highly risky.


