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12 Must-Know Chart Patterns: Read the Market 
Like a Pro 

Unlock the hidden messages in price charts – spot 
buy/sell signals before everyone else and turn 
confusion into confidence. 

Price charts speak a language of their own—and successful 
traders know how to read it. In this guide, you’ll learn 12 must-
know chart patterns that reveal market psychology, signal 
potential buy or sell opportunities, and help you move from 
confusion to confident, professional-level decision making. 

1. Hammer 
Simple Meaning: A single candle with a small body at the 

top and long lower wick – like a hammer hitting the floor. 
Shows price fell but buyers pushed it back up strongly 

What a Hammer Looks Like 

A Hammer forms after a decline and has these characteristics: 

1. Small real body 
– Body is near the top of the candle 
– Colour can be green or red (green is slightly stronger) 

2. Long lower shadow 
– At least 2× the size of the real body 

3. Very small or no upper shadow 

Visually, it looks like a hammer or pin     
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Market Psychology Behind the Hammer 

Price opens and sellers push it sharply lower 

• Buyers step in aggressively 
• Price recovers and closes near the high 
• This shows rejection of lower prices 

   Sellers lose control, buyers show strength. 

 

When the Hammer Is Valid 

A Hammer is meaningful only if: 

• It appears after a downtrend 
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• It forms near: 
o Support zone 
o Demand zone 
o 20/50 EMA 
o Previous swing low 

A Hammer in the middle of an uptrend or sideways market has 
low reliability. 

Confirmation (Very Important) 

Do not trade the Hammer alone. 

A valid confirmation is: 

• Next candle closes above the Hammer’s high 
• OR strong bullish volume on the next candle 

 

Trading Setup (Simple & Practical) 

Trading Setup (Simple) 

• Entry: Above the high of the Hammer (after confirmation) 
• Stop-loss: Below the low of the Hammer 
• Target: 

o Nearest resistance 
o Or Risk : Reward = 1:2 or better 

Entry: 

• Buy above the high of the Bullish Engulfing candle 
• Conservative traders wait for the next candle confirmation 
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Stop Loss: 

• Below the low of the engulfing candle 
• Or below the nearest support zone 

Target: 

• Previous resistance level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if momentum is strong 

 

Important Trading Tip 

A Hammer does not guarantee a trend reversal. 
It signals intent, not certainty. 

Always combine it with: 

• Support/resistance 
• Market structure 
• Volume 
• Proper risk management 

 

 

  Price does not move randomly—it moves 
where emotions change. 
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2. Bullish Engulfing 
Simple Meaning: Two candles – small red candle followed 
by bigger green candle that completely "swallows" the red 
one. 

What a Bullish Engulfing Looks Like 

A Bullish Engulfing pattern consists of two candles: 

1. First candle: 

o Small bearish (red) candle 

o Continues the existing downtrend 

2. Second candle: 

o Large bullish (green) candle 

o The body completely engulfs the body of the 

previous bearish candle 
o The body completely engulfs the body of the 

previous bearish candle 
o Indicates aggressive buying pressure 

The key point: 
     The second candle’s open is below the first candle’s close, 
and its close is above the first candle’s open. 

Bullish Engulfing Pattern 
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Market Psychology Behind Bullish Engulfing 

Understanding psychology is more important than memorizing 
the shape. 

• The market is in a downtrend, and sellers feel confident 
• Retail traders expect prices to fall further 
• Suddenly, strong buyers (smart money) step in 
• They absorb all selling pressure and push price sharply 

higher 
• The bullish candle “engulfs” the previous candle, showing 

control has shifted 

This pattern tells us: 
    Sellers are losing strength, and buyers are taking over. 

 

When the Bullish Engulfing Is Valid 

A Bullish Engulfing works best when it forms at the right location, 
not randomly. 

High-probability locations: 

• Near strong support levels 
• At demand zones or order blocks 
• After a pullback in an uptrend 
• After a liquidity sweep (price briefly breaks a low and 

reverses) 
• With RSI divergence (optional but powerful) 

    A Bullish Engulfing in the middle of a sideways market is less 
reliable. 
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Confirmation Is Critical 

Never trade a Bullish Engulfing blindly. 

Look for confirmation such as: 

• The next candle closing above the engulfing candle’s high 
• Higher volume on the engulfing candle 
• Price holding above the support zone 
• Break of a short-term trendline 

Confirmation reduces false signals and protects you from traps. 

 
Trading Setup (Simple & Practical) 

Entry: 

• Buy above the high of the Bullish Engulfing candle 
• Conservative traders wait for the next candle confirmation 

Stop Loss: 

• Below the low of the engulfing candle 
• Or below the nearest support zone 

Target: 

• Previous resistance level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if momentum is strong 
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Important Trading Tip 

A Bullish Engulfing does not guarantee a trend reversal. 
It signals intent, not certainty. 

Always combine it with: 

• Support/resistance 
• Market structure 
• Volume 
• Proper risk management 

 

 

 

  
Charts don’t predict the future; they reveal 

who is in control. 
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3.MORNING STAR (3-Candle Bottom) 

Simple Meaning: Three candles – big red (down day), small 

body/doji (gap down pause), big green (strong recovery up). 
Like dawn after dark night. 

A Morning Star pattern consists of three candles: 

1. First candle: 
o A strong bearish (red) candle 
o Confirms the existing downtrend 

2. Second candle: 
o A small-bodied candle (red or green) 
o Shows indecision 
o Can gap down or trade near the low 

3. Third candle: 
o A strong bullish (green) candle 
o Closes well into the body of the first bearish candle 

The key idea: 
     Selling momentum slows down, and buyers start taking 
control. 
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Market Psychology Behind Morning Star 

This pattern tells a clear story of shifting control. 

• The market is in a downtrend 
• Sellers dominate during the first candle 
• The second candle shows loss of selling strength 
• Smart money begins accumulating quietly 
• The third candle confirms strong buying interest 

This sequence reflects: 
    Transition from fear to confidence. 

Morning Star represents accumulation after panic selling. 
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When the Morning Star Is Valid 

A Morning Star works best when it forms at important market 
locations. 

High-probability conditions: 

• Near a strong support level 
• At a demand zone or order block 
• After a sharp or extended downtrend 
• After a liquidity sweep below lows 
• With RSI bullish divergence (optional but powerful) 

    Avoid trading Morning Star patterns in choppy or sideways 
markets. 

 

Confirmation Is Crucial 

Never trade the pattern without confirmation. 

Look for: 

• The third candle closing strongly bullish 
• The next candle continuing upward 
• Higher volume on the third candle 
• Price holding above the support zone 

Confirmation protects you from false reversals. 
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Trading Setup (Simple & Practical) 

Entry: 

• Buy above the high of the third (bullish) candle 
• Conservative traders wait for a break and close above 

Stop Loss: 

• Below the low of the Morning Star pattern 
• Or below the nearest support zone 

Target: 

• Nearest resistance level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if momentum remains strong 

Important Trading Tip 

A Morning Star does not guarantee a trend reversal. 
It signals buying intent, not certainty. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume analysis 
• Proper risk management 

  
A good trader reads patterns; a great trader 

reads patience. 
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4. Piercing Line 

Piercing Line Chart Pattern 

The Piercing Line is a bullish reversal chart pattern that 
appears after a downtrend. It signals that selling pressure is 
weakening and buyers are beginning to step in, often leading to 
a short-term to medium-term upward move when confirmed. 

It is a two-candle pattern, less aggressive than Bullish Engulfing 
but very effective at key support levels. 

 

What a Piercing Line Looks Like 

A Piercing Line pattern consists of two candles: 

1. First candle: 
o A strong bearish (red) candle 
o Confirms ongoing selling pressure 

2. Second candle: 
o A bullish (green) candle 
o Opens below the low of the first candle 
o Closes above the midpoint of the first candle’s body 
o Does not fully engulf the first candle 

Key structure: 
     Buyers recover more than 50% of the previous loss in one 
session. 
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Market Psychology Behind Piercing Line 

This pattern reflects a shift in sentiment, not an instant reversal. 

• The market is in a downtrend 
• Sellers push price sharply lower 
• Panic or fear dominates 
• Smart money starts buying near support 
• Buyers push price back above the midpoint 
• Sellers lose confidence 

This tells us: 
    Selling momentum is slowing, and demand is emerging. 
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When the Piercing Line Is Valid 

The Piercing Line works best at important price zones. 

High-probability conditions: 

• Near a strong support level 
• Inside a demand zone 
• After a sharp decline 
• Following a liquidity sweep below recent lows 
• With RSI bullish divergence (optional) 

  Avoid trading Piercing Line in sideways or low-volume 
markets. 

 

 

Confirmation Is Essential 

Do not trade the pattern alone. 

Strong confirmation includes: 

• The next candle closing bullish 
• Price holding above the midpoint level 
• Increased volume on the second candle 
• Break of a short-term resistance or trendline 

Confirmation helps avoid fake reversals. 
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Trading Setup (Simple & Practical) 

Entry: 

• Buy above the high of the bullish (second) candle 
• Conservative traders wait for next-candle confirmation 

Stop Loss: 

• Below the low of the pattern 
• Or below the support / demand zone 

Target: 

• Nearest resistance level 
• Or use 1:2 or 1:3 risk-reward 
• Trail stop if price gains momentum 

Important Trading Tip 

The Piercing Line is not as strong as Bullish Engulfing, 
but when it forms at support with confirmation, it becomes 
high-probability. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume 
• Risk management 
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5.THREE WHITE SOLDIERS  

Three White Soldiers Chart Pattern 

The Three White Soldiers is a strong bullish reversal and 
continuation chart pattern that appears after a downtrend or 
prolonged consolidation. It signals sustained buying strength 
and often marks the beginning of a new uptrend. 

This pattern reflects controlled accumulation by strong buyers, 
not a sudden spike. 

 

What Three White Soldiers Looks Like 

The Three White Soldiers pattern consists of three consecutive 
bullish candles: 

1. First candle: 
o A strong bullish (green) candle appearing after a 

decline 
o Closes near its high 

2. Second candle: 
o Opens within the body of the first candle 
o Closes higher, showing follow-through buying 

3. Third candle: 
o Opens within the body of the second candle 
o Closes even higher, confirming strength 

Each candle should have small or no upper wicks, indicating 
steady demand. 



 

18 | P a g e .  Y o g e s h  A l i m  A c a d e m y  P h o n e  9 1 6 7 4 3 9 0 7 6  
 

12 MUST-KNOW CHART PATTERNS: READ THE MARKET LIKE A PRO 

 

 

Market Psychology Behind Three White Soldiers 

This pattern tells a story of gradual but powerful control shift. 

• The market is weak after a downtrend 
• Sellers start losing dominance 
• Smart money begins buying consistently 
• Each day buyers defend higher prices 
• Selling pressure fades 
• Confidence builds across sessions 

This shows: 
    Buyers are in full control, and the trend is changing. 

 

When the Three White Soldiers Is Valid 

This pattern works best when it forms at key technical areas. 
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High-probability conditions: 

• Near a strong support zone 
• After a long or steep downtrend 
• After a base or consolidation 
• With rising volume across all three candles 
• After a liquidity sweep below recent lows 

  Avoid trading it after an already extended rally. 

 

Confirmation Is Important 

Even strong patterns need confirmation. 

Look for: 

• A fourth candle continuing upward 
• Price holding above the third candle’s low 
• Increasing or stable volume 
• Break above a nearby resistance level 

Confirmation ensures the move is not a short-covering trap 

 

Trading Setup (Simple & Practical) 

Entry: 

• Buy above the high of the third candle 
• Conservative traders wait for pullback entry 

Stop Loss: 
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• Below the low of the first or second candle 
• Or below the support zone 

Target: 

• Next resistance level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop as trend develops 

 

Important Trading Tip 

Three White Soldiers is a power pattern, but 
if candles are too large, it may indicate exhaustion. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume 
• Risk management 

 

 

  
The market rewards discipline, not excitement. 
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6. BULLISH HARAMI  

Bullish Harami Chart Pattern 

The Bullish Harami is a bullish reversal chart pattern that 
appears after a downtrend. It signals a pause in selling 
pressure and the early stages of a potential trend reversal, 
especially when confirmed by price action. 

Unlike aggressive patterns, Bullish Harami reflects gradual 
accumulation rather than sudden buying. 

 

What a Bullish Harami Looks Like 

A Bullish Harami pattern consists of two candles: 

1. First candle: 
o A large bearish (red) candle 
o Shows strong selling pressure 

2. Second candle: 
o A small bullish (green) candle 
o Opens and closes completely within the body of the 

first bearish candle 
o Indicates reduced selling momentum 

Key idea: 
     The second candle is “inside” the first candle’s body. 
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Market Psychology Behind Bullish Harami 

This pattern reflects weakening bearish control. 

• The market is in a downtrend 
• Sellers dominate during the first candle 
• Selling pressure slows down 
• Smart money begins buying quietly 
• Retail sellers lose confidence 
• Price stabilizes instead of falling further 

This tells us: 
    Sellers are losing strength; buyers are testing control. 
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When the Bullish Harami Is Valid 

Bullish Harami works best at important market locations. 

High-probability conditions: 

• Near a strong support level 
• Inside a demand zone or order block 
• After a sharp or extended decline 
• After a liquidity sweep below lows 
• With RSI bullish divergence (optional) 

  Avoid trading Bullish Harami in sideways markets without 
context. 

 

Confirmation Is Critical 

Bullish Harami is a warning signal, not an entry by itself. 

Look for confirmation such as: 

• The next candle closing bullish 

• Break above the high of the Harami candle 

• Increase in buying volume 

• Price holding above support 

Confirmation separates real reversals from traps. 

 

Trading Setup (Simple & Practical) 

Entry: 

• Buy above the high of the second (bullish) candle 
• Conservative traders wait for next candle confirmation 
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Stop Loss: 

• Below the low of the pattern 
• Or below the support / demand zone 

Target: 

• Nearest resistance level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if price gains strength 

 

Important Trading Tip 

Bullish Harami is a slow-building pattern, 
not meant for aggressive entries. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume analysis 
• Risk management 

 

  
“Every candle tells a story—learn to listen 

before you act.”. 
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7. SHOOTING STAR  

Shooting Star Chart Pattern 

The Shooting Star is a bearish reversal chart pattern that 
usually appears after an uptrend. It signals rejection of higher 
prices and warns that buying strength is weakening, often 
leading to a downward correction or trend reversal when 
confirmed. 

This is a single-candle pattern, but its message is very powerful 
when it forms at the right place. 

 

What a Shooting Star Looks Like 

A Shooting Star has a very distinct shape: 

• Small real body near the low of the candle 
• Very long upper wick (shadow) 
• Little or no lower wick 
• Can be red or green, but red is stronger 

Key visual idea: 
     Price moved sharply up during the session but was pushed 
back down before closing. 
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Market Psychology Behind Shooting Star 

The psychology explains why this candle matters. 

• The market is in an uptrend 
• Buyers push price higher with confidence 
• At higher levels, smart money starts selling 
• Heavy selling absorbs buying pressure 
• Price falls back near the opening level 
• Buyers get trapped at the top 

This tells us: 
    Buyers tried, failed, and lost control. 

The long upper wick represents rejection and distribution. 
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When the Shooting Star Is Valid 

A Shooting Star works best when it appears at important 
technical locations. 

High-probability conditions: 

• Near a strong resistance level 
• At a supply zone or order block 
• After an extended up move 
• Near previous swing highs 
• After a liquidity sweep above highs 
• With RSI bearish divergence (optional but powerful) 

  A Shooting Star in the middle of a range has low reliability. 

Confirmation Is Mandatory 

Never trade a Shooting Star without confirmation. 

Look for: 

• The next candle closing bearish 
• A break below the low of the Shooting Star 
• Increased volume on the rejection candle 
• Failure to move above the resistance zone 

Confirmation confirms that sellers are now in control. 
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Trading Setup (Simple & Practical) 

Entry: 

• Sell below the low of the Shooting Star 
• Conservative traders wait for next candle confirmation 

Stop Loss: 

• Above the high of the Shooting Star 
• Or above the resistance / supply zone 

Target: 

• Nearest support level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if price moves strongly downward 

 

Important Trading Tip 

A Shooting Star is a warning signal, not a guarantee. 

It works best when combined with: 

• Resistance or supply zones 
• Market structure 
• Volume confirmation 
• Strict risk management 

  “Consistency in process matters more than 
perfection in trades.” 
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8.Bearish Engulfing Chart Pattern 

The Bearish Engulfing is a strong bearish reversal chart 
pattern that usually appears after an uptrend. It signals a 
potential shift in market control—from buyers to sellers—and 
often marks the beginning of a downward move when 
confirmed correctly. 

Professional traders use this pattern to identify trend 
exhaustion and distribution zones. 

 

What a Bearish Engulfing Looks Like 

A Bearish Engulfing pattern consists of two candles: 

1. First candle: 
o Small bullish (green) candle 
o Appears after a price rise or near the top of an 

uptrend 
2. Second candle: 

o Large bearish (red) candle 
o The body completely engulfs the body of the 

previous bullish candle 
o Shows strong selling pressure 

Key structure: 
     The second candle opens above the first candle’s close and 
closes below the first candle’s open. 
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Market Psychology Behind Bearish Engulfing 

The psychology explains why this pattern works. 

• The market is in an uptrend 
• Buyers feel confident and continue buying 
• Retail traders expect higher prices 
• Suddenly, smart money starts selling 
• Heavy sell orders absorb buying pressure 
• Price reverses sharply and closes much lower 

This shows: 
    Buyers are losing control, and sellers are taking charge. 

The engulfing candle reflects distribution and profit booking by 
big players. 
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When the Bearish Engulfing Is Valid 

A Bearish Engulfing is powerful only when it forms at the right location. 

High-probability zones: 

• Near strong resistance levels 

• At supply zones or order blocks 

• After an extended up move 

• Near previous swing highs 

• After a liquidity sweep above highs 

• With RSI divergence (optional confirmation) 

  Avoid trading it in the middle of a range without context. 

 

Confirmation Is Essential 

Do not trade on the pattern alone. 

Strong confirmation includes: 

• The next candle closing below the engulfing candle’s low 
• Increased volume on the bearish candle 
• Price failing to reclaim the resistance level 
• Break of a short-term support or trendline 

Confirmation helps filter out fake reversals. 

 

Trading Setup (Simple & Practical) 

Entry: 

• Sell below the low of the Bearish Engulfing candle 
• Conservative traders wait for next candle confirmation 
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Stop Loss: 

• Above the high of the engulfing candle 
• Or above the resistance / supply zone 

Target: 

• Nearest support level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if momentum continues downward 

 
Important Trading Tip 

A Bearish Engulfing does not guarantee a market top. 
It signals selling intent, not certainty. 

Always combine it with: 

• Market structure 
• Support & resistance 
• Volume analysis 
• Risk management 

 

  
“Patterns work best when your risk is smaller 

than your ego.” 
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9.Evening Star Chart Pattern 

The Evening Star is a reliable bearish reversal chart pattern 
that usually appears after a strong uptrend. It signals that 
buying momentum is fading and sellers are beginning to take 
control, often leading to a trend reversal or sharp correction. 

This is a three-candle pattern, commonly seen near market 
tops. 

 
What an Evening Star Looks Like 

An Evening Star pattern consists of three candles: 

1. First candle: 
o A strong bullish (green) candle 
o Confirms the existing uptrend 

2. Second candle: 
o A small-bodied candle (green or red) 
o Shows indecision 
o Often forms near the top 

3. Third candle: 
o A strong bearish (red) candle 
o Closes well into the body of the first bullish candle 

Key idea: 
     Momentum shifts from buyers to sellers over three sessions. 
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Market Psychology Behind Evening Star 

The pattern tells a clear story of distribution. 

• The market is in an uptrend 
• Buyers dominate during the first candle 
• The second candle shows loss of buying strength 
• Smart money begins selling quietly 
• The third candle confirms aggressive selling 
• Late buyers get trapped at the top 

This shows: 
    Buyers are losing control, and sellers are taking over. 

 

When the Evening Star Is Valid 

Evening Star works best when it forms at important resistance 
zones. 

High-probability conditions: 

• Near a strong resistance level 
• Inside a supply zone or order block 
• After an extended rally 
• After a liquidity sweep above highs 
• With RSI bearish divergence (optional) 

  Avoid trading Evening Star in sideways or low-volume 
markets. 
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Confirmation Is Critical 

Never trade Evening Star without confirmation. 

Look for: 

• The third candle closing strongly bearish 
• The next candle continuing downward 
• Increase in selling volume 
• Break of short-term support 

Confirmation helps avoid false reversals. 
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Trading Setup (Simple & Practical) 

Entry: 

• Sell below the low of the third (bearish) candle 
• Conservative traders wait for next candle confirmation 

Stop Loss: 

• Above the high of the Evening Star pattern 
• Or above the resistance / supply zone 

Target: 

• Nearest support level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if downside momentum continues 

 

Important Trading Tip 

Evening Star is a high-quality reversal signal, 
but only when it appears at the right location. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume analysis 
• Risk management 

  “Successful trading is less about winning 
trades and more about surviving losses.” 
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10.Dark Cloud Cover Chart Pattern 
The Dark Cloud Cover is a bearish reversal chart pattern that 
appears after an uptrend. It signals sudden selling pressure 
entering the market and warns that buyers may be losing 
control, often leading to a trend reversal or corrective move. 

This is a two-candle pattern, commonly seen near market tops. 

 
What a Dark Cloud Cover Looks Like 

A Dark Cloud Cover pattern consists of two candles: 

1. First candle: 
o A strong bullish (green) candle 
o Confirms the ongoing uptrend 

2. Second candle: 
o A strong bearish (red) candle 
o Opens above the high of the first candle 
o Closes below the midpoint of the first candle’s body 

Key structure: 
     The deeper the second candle closes into the first candle’s 
body, the stronger the signal. 
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Market Psychology Behind Dark Cloud Cover 

This pattern reflects rapid sentiment change. 

• The market is in an uptrend 
• Buyers push price to new highs 
• Retail traders expect continuation 
• At higher levels, smart money starts selling 
• Heavy selling pushes price sharply lower 
• Buyers are caught off guard 

This shows: 
    Buying enthusiasm is fading, and selling pressure is taking 
over. 
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When the Dark Cloud Cover Is Valid 

Dark Cloud Cover works best at key resistance zones. 

High-probability conditions: 

• Near a strong resistance level 
• Inside a supply zone or order block 
• After a sharp or extended rally 
• Near previous swing highs 
• After a liquidity sweep above highs 
• With RSI bearish divergence (optional) 

  Avoid trading it in sideways or low-volume markets. 

 

Confirmation Is Essential 

Never trade Dark Cloud Cover without confirmation. 

Look for: 

• The next candle closing bearish 
• Break below the low of the pattern 
• Increased selling volume 
• Failure to regain the resistance zone 

Confirmation filters out false reversal signals. 
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Trading Setup (Simple & Practical) 

Entry: 

• Sell below the low of the bearish (second) candle 
• Conservative traders wait for next candle confirmation 

Stop Loss: 

• Above the high of the pattern 
• Or above the resistance / supply zone 

Target: 

• Nearest support level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if downside momentum continues 

 

Important Trading Tip 

Dark Cloud Cover is an early warning signal, 
not a guaranteed market top. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume analysis 
• Risk management 

 

 
“The chart is neutral; Trader’s mindset decides 

the outcome.” 
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11.Bullish Harami Chart Pattern 
The Bullish Harami is a bullish reversal chart pattern that 
appears after a downtrend. It signals a pause in selling 
pressure and the early stages of a potential trend reversal, 
especially when confirmed by price action. 

Unlike aggressive patterns, Bullish Harami reflects gradual 
accumulation rather than sudden buying. 

 

What a Bullish Harami Looks Like 

A Bullish Harami pattern consists of two candles: 

3. First candle: 
o A large bearish (red) candle 
o Shows strong selling pressure 

4. Second candle: 
o A small bullish (green) candle 
o Opens and closes completely within the body of the 

first bearish candle 
o Indicates reduced selling momentum 

Key idea: 
     The second candle is “inside” the first candle’s body. 
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Market Psychology Behind Bullish Harami 

This pattern reflects weakening bearish control. 

• The market is in a downtrend 
• Sellers dominate during the first candle 
• Selling pressure slows down 
• Smart money begins buying quietly 
• Retail sellers lose confidence 
• Price stabilizes instead of falling further 

This tells us: 
    Sellers are losing strength; buyers are testing control. 
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When the Bullish Harami Is Valid 

Bullish Harami works best at important market locations. 

High-probability conditions: 

• Near a strong support level 
• Inside a demand zone or order block 
• After a sharp or extended decline 
• After a liquidity sweep below lows 
• With RSI bullish divergence (optional) 

  Avoid trading Bullish Harami in sideways markets without 
context. 

 

Confirmation Is Critical 

Bullish Harami is a warning signal, not an entry by itself. 

Look for confirmation such as: 

• The next candle closing bullish 
• Break above the high of the Harami candle 
• Increase in buying volume 
• Price holding above support 

Confirmation separates real reversals from traps. 
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Trading Setup (Simple & Practical) 

Entry: 

• Buy above the high of the second (bullish) candle 
• Conservative traders wait for next candle confirmation 

Stop Loss: 

• Below the low of the pattern 
• Or below the support / demand zone 

Target: 

• Nearest resistance level 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop if price gains strength 

 

Important Trading Tip 

Bullish Harami is a slow-building pattern, 
not meant for aggressive entries. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume analysis 
• Risk management 

  “Patience turns patterns into profits.” 
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12.Three Black Crows Chart Pattern 

The Three Black Crows is a powerful bearish reversal chart 
pattern that usually appears after an uptrend. It signals strong 
and sustained selling pressure and often marks the start of a 
new downtrend, not just a small correction. 

This is a three-candle pattern that reflects clear dominance by 
sellers. 

 

What Three Black Crows Looks Like 

The Three Black Crows pattern consists of three consecutive 
bearish candles: 

1. First candle: 
o A strong bearish (red) candle appearing near the top 

of an uptrend 
2. Second candle: 

o Opens within the body of the first candle 
o Closes lower, showing follow-through selling 

3. Third candle: 
o Opens within the body of the second candle 
o Closes even lower, confirming selling control 

Each candle typically has small or no lower wicks, showing 
steady, controlled selling. 
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Market Psychology Behind Three Black Crows 

This pattern represents distribution by smart money. 

• The market is in an uptrend 
• Buyers are confident and fully invested 
• Big players start selling positions gradually 
• Selling pressure increases day after day 
• Buyers fail to push prices higher 
• Panic selling begins 

This shows: 
    Sellers have taken full control, and the trend is reversing. 
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When the Three Black Crows Is Valid 

Three Black Crows works best when it forms at important 
resistance areas. 

High-probability conditions: 

• Near a strong resistance level 
• Inside a supply zone or order block 
• After an extended rally 
• After a liquidity sweep above highs 
• With increasing volume across all three candles 

  Avoid trading it after a prolonged downtrend. 

 

Confirmation Is Important 

Even strong patterns require confirmation. 

Look for: 

• A fourth candle continuing downward 
• Price staying below the third candle’s high 
• Break of nearby support levels 
• Strong or rising selling volume 

Confirmation ensures the move is not short-term profit 
booking. 
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Trading Setup (Simple & Practical) 

Entry: 

• Sell below the low of the third candle 
• Conservative traders wait for a small pullback 

Stop Loss: 

• Above the high of the first or second candle 
• Or above the resistance / supply zone 

Target: 

• Nearest support zone 
• Or use 1:2 or 1:3 risk–reward 
• Trail stop as the trend develops 

 
Important Trading Tip 

Three Black Crows is a high-confidence bearish signal, 
but very large candles may indicate short-term exhaustion. 

Always combine it with: 

• Support & resistance 
• Market structure 
• Volume analysis 
• Risk management 

 

  
“Trading is a game of probabilities—risk 

management is the edge.” 
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Quick Pattern Scanner Checklist 

Use this 5-second check before every trade: 

• Volume High? (Pattern stronger with rising volume) 

• At Support/Resistance? (Timing perfect) 

• Next Candle Confirms? (Wait – don't jump early) 

• Stop Loss Ready? (Below/above pattern low/high) 

• Risk-Reward 1:2? (Risk ₹1 to make ₹2 min) 

 

Pro Trading Rules for Patterns 

• Never trade alone – Combine with trend, support, RSI. 

• False signals kill – Always wait for confirmation candle. 

• Risk first – Never risk more than 1% of capital per trade. 

• Practice free – Mark these on Trading View historical charts 
daily. 

 

 

 

  

“Master the chart, respect the risk, and the 
market will teach you the rest.” 
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Download & Print Instructions 

1. Save as PDF for your charts folder. 

2. Print as A4 cheat-sheet next to your screen. 

3. Laminate top 6 for quick reference. 

Bonus Challenge: Spot 3 patterns this week on Nifty/Bank Nifty 
15-min charts. Share screenshot on our academy WhatsApp 
group for free review! 

 

Ready-Made Download Button Text: 

"🚀 Download 12 Chart Patterns Cheat-Sheet (PDF) – Spot Trades Like a 

Pro Today!" 

Contact Us for more trading mastery strategies 

Call us on -9167439076 website-https://yogeshalimacademy.in/ 

 


