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Better Trades Coach – Robert Roy



Neither Freedom Management Partners  or any of its personnel are registered broker-dealers or investment advisers.

I will mention that I consider certain securities or positions to be good candidates for the types of strategies we are discussing or 

illustrating.  Because I consider the securities or positions appropriate to the discussion or for illustration purposes does not mean 

that I am telling you to trade the strategies or securities.   Keep in mind that we are not providing you with recommendations or 

personalized advice about your trading activities.  The information we are providing is not tailored to any particular individual.  Any 

mention of a particular security is not a recommendation to buy, sell, or hold that or any other security or a suggestion that it is 

suitable for any specific person.  Keep in mind that all trading involves a risk of loss, and this will always be the situation, regardless 

of whether we are discussing strategies that are intended to limit risk.  

Also Freedom Management Partners’ personnel are not subject to trading restrictions.

I and others at Freedom Management Partners could have a position in a security or initiate a position

in a security at any time. 



CANDLESTICK

PATTERNS

High Reliable

High Predictability

High Repeatable



Location, Location, Location

When looking at candlestick patterns on a chart the key is where the pattern 

is in relationship to key support or resistance levels.

Possible key levels can be:

• Support & Resistance

• Moving Averages

• Bollinger Bands

• Fibonacci

• Etc.

Movement from a key level

Basically the trader is looking for confirmation of the continuation pattern or of 

the reversal pattern.



BULLISH

CANDLESTICK

PATTERNS



How to Identify it

First day is a long black day 

Second day is a doji that gaps in the direction of the previous trend 

The shadows of the doji should not be long 

What it Means

In a downtrend, the market has a long black day and gaps open on the 

second day. The second day trades in a small range and closes at or near its 

open. This shows the potential for a rally. Confirmation of the trend reversal 

would be a higher open on the next trading day. The key is location.

Doji Star

Pattern: Reversal

Trend: Bullish

Reliability: Moderate



How to Identify it

First day is a long black day 

Second day is a small day that gaps in the direction of the previous 

trend 

The third day is a white day 

What it Means

In a downtrend, the stock has a long black day and gaps open on the second 

day. The second day must trades within a small range and close near or at its 

open. This shows the potential for a rally. Confirmation comes from the white 

candle on the third day.

Morning Star Bullish

Pattern: Reversal

Trend: Bullish

Reliability: High



How to Identify it

First day is usually a long black day 

Second day is a doji that gaps in the direction of the previous trend 

The third day is a white day, gapping in the opposite direction, with no 

overlapping shadows 

What it Means

In a downtrend, the stock has a long black day and gaps open on the second 

day. The second day trades in a small range and closes at or near its open. 

This shows the potential for a rally. Confirmation of the trend reversal is given 

by the white third day.

Abandoned Baby Bullish

Pattern: Reversal

Trend: Bullish

Reliability: High



How to Identify it

The first day is a long white day 

The second, third, and fourth days have small bodies and follow a short 

downtrend pattern, but stay within the range of the first day 

The fifth day is a long white day that closes above the close of the first 

day 

What it Means

In an uptrend, a long white day presents itself, followed by three days of 

small bodies that fall into a short downtrend. On the fifth day, the bulls move 

up to close at a new high. This small downtrend, in between two long white 

days, is consistent with the market taking a break. The bullish move should 

continue.

Rising Three Methods Bullish

Pattern: Continuation

Trend: Bullish

Reliability: High



How to Identify it

A long black day occurs 

The second day is a white that completely engulfs the real body of the 

first day (called an engulfing pattern)

The third day is a white day with a higher close than the second day 

What it Means

This pattern is a more reliable than an Engulfing pattern. The third day is 

confirmation of the bullish reversal.

Three Outside Up Bullish

Pattern: Reversal

Trend: Bullish

Reliability: High



How to Identify it

Three long white days occur, each with a higher close than the previous 

day 

Each day opens within the body of the previous day and closes near 

the high of the day 

What it Means

In a downtrend three long white days present themselves  with higher closes. 

This suggests the market up, as the pattern takes a stair step upward.

Three White Soldiers Bullish

Pattern: Reversal

Trend: Bullish

Reliability: High



BEARISH

CANDLESTICK

PATTERNS



How to Identify it

First day is usually a long white day 

Second day is a doji that gaps in the direction of the previous trend 

The third day is a black day, gapping in the opposite direction, with no 

overlapping shadows 

What it Means

In an uptrend, the market shows strength on a long white day and gaps open 

on the second day. The second day trades in a small range and closes near 

its open. This scenario shows weakness of confidence in the current trend. 

The trend reversal is a confirmation with the black third day, which adds 

validity by the bearish gap.

Abandoned Baby Bearish

Pattern: Reversal

Trend: Bearish

Reliability: High



How to Identify it

First day is a long white day 

Second day is black with an open above the high of the previous day 

Second day closes within but below the midpoint of the first day’s body 

What it Means

In an uptrend the market gaps open, but drops and falls below the midpoint 

of the previous day

Dark Cloud Cover Bearish

Pattern: Reversal

Trend: Bearish

Reliability: High



How to Identify it

A long white day occurs 

The second day is a black day that completely engulfs the real body of 

the first day 

A bearish Engulfing pattern occurs in the first two days 

The third day is a black day with a lower close than the second day 

What it Means

This pattern is a more reliable than an Engulfing pattern. The third day is 

confirmation of the bearish reversal.

Three Outside Down Bearish

Pattern: Reversal

Trend: Bearish

Reliability: High



How to Identify it

First day is a long white day 

Second day is a doji that gaps in the direction of the previous trend 

The third day is a black day 

What it Means

In an uptrend, the market builds strength on a long white day and gaps open 

on the second day. The second day trades in a small range and closes at or 

near its open.

Evening Doji Star Bearish

Pattern: Reversal

Trend: Bearish

Reliability: High



How to Identify it

The first day is a long black day 

The second, third, and fourth days have small real bodies and follow a 

brief uptrend pattern, but stay within the range of the first day 

The fifth day is a long black day that closes below the close of the first 

day 

What it Means

In a downtrend, a long black day occurs, following by three days of small real 

bodies that fall into a short uptrend. On the fifth day, the bears move to close 

at a new low. This small uptrend, in between two long black days, is 

consistent with investors taking a break. The downward is expected to 

continue.

Falling Three Methods Bearish

Pattern: Continuation

Trend: Bearish

Reliability: High



How to Identify it

Small real body at the upper end of the trading range 

Lower shadow at least twice as long as the real body 

No (or almost no) upper shadow

What it Means

There is a sell off after the market opens during an uptrend. By the end of the 

day, the market closes at or near its high for the day. This indicates the 

possibility for further sell-offs. 

Hanging Man

Pattern: Reversal

Trend: Bearish

Reliability: High



How to Identify it

Three black days occur, each with a close below the previous day 

Each day opens at the close of the previous day 

What it Means

In an uptrend three long black days occur that open at the previous day’s 

close. This pattern is similar to the Three Black Crows pattern but typifies a 

more severe loss of buying power. A bearish trend is almost certain.

Identical Three Crows Bearish

Pattern: Reversal

Trend: Bearish

Reliability: High


