UNDERSTANDING HISTORICAL
PATTERN TENDENCIES

THE FOLLOWING CONTENT IS TAKEN FROM AUTOCHARTIST'S EXTENSIVE TECHNICAL ANALYSIS RESOURCES:

Chart patterns are one of - if not the oldest - methods of chart and
price analysis traders use. In fact, the popularity of chart patterns
continues to rise and that's for one reason: they work.

As powerful an analysis tool as chart pattern analysis is, it can often
be a very time consuming and subjective task. That's really where
tools like Autochartist become a valuable asset to any trader.
However, one of the challenges traders face is how to utilise any tool
effectively, and chart patterns are no exception. Simply identifying
chart patterns is not enough - although it certainly is the first step.

Symbol USDCHF
Interval 240 minute
Pattern Triangle
Pattern End 23/7 08:00
TrendChange Continuation
Length 89

Direction f
Quality (1111
Initial Trend [ 11
Uniformity

Clarity

Breakout (1111
Volume Not Applicable
Prediction From 1.212
Prediction To 1.221

Historical tendencies can
help a trader understand
how and when to trade
certain patterns. If
identifying the chart
pattern is the first step,
then the second step
must be determining
the type of pattern it is;
Autochartist results are
accompanied by not
only a chart image but
specific chart quality
readings.

Each of the headings
on this pattern result
gives us insight into not
only the quality of the
patterns but the type,
size, and direction. This

is exactly the type of information that is needed to determine the
likelihood of any pattern trigger and the follow-through.

In the following example you can see that the pattern type is

a ‘Triangle’. So let's examine some of the historical tendencies

of this pattern. Autochartist identifies many different types of
triangles: symmetrical, descending, and ascending. This pattern is
a symmetrical pattern. There are specific details and characteristics
to each type, so here we will discuss a few of those specifics as they
relate to this symmetrical triangle result.

Autochartist has alerted us to the fact that the triangle pattern is
typically a continuation pattern, so there is a high likelihood that

the trend will continue - but keep in mind that reversal entries from
triangles are also possible. We can also see that the ‘Uniformity’ of
the pattern is quite high, and this further points to the balance of this
symmetrical triangle.

IG INDEX LIMITED Cannon Bridge House, 25 Dowgate Hill, London EC4R 2YA
T 0800 409 6789 or +44 20 7896 0079 F +44 207896 0010 E helpdesk@igindex.co.uk W igindex.co.uk

The pattern result is also telling us the triangle is most likely to break
upwards. This is valuable information that we can use to set up and
confirm the trade as we build a trading plan.

The historical follow-through from a breakout or breakdown from
symmetrical triangle is very high. These are excellent congestion
patterns that are found in sideways markets, which are also known

as distribution cycles. It is vital, once Autochartist has identified this
type of triangle, that one ensures it occurred in a sideways market. In
fact, notice that the low reading on the ‘Initial Trend’ is not a primary
concern. Each pattern will have certain readings that should be high
or low, so do not fall into the trap of thinking that all readings must
be high for a 'better’ pattern result as this is not the case.
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Historically, symmetrical triangles are known to break in either
direction. It is best if the pattern is less than 20 trading days in
length. Since this pattern is occurring on a longer-term intraday
chart, this 20-day rule is valid. Keep in mind, though, that shorter
time-frame patterns like those on a 15-, 30-, or 60-minute chart

will not necessarily follow this 20-trading-day rule. For shorter time
frames a five-to-ten trading rule is more applicable, and on the 15-
and 30-minute charts these patterns can form and trigger in a much
shorter amount of time. Larger symmetrical triangles, typically more
than 20 trading days in length, will often be referred to as a pennant.
The only difference is the duration of the pattern as it develops, as
both should be symmetrical in shape.

Another historical tendency of symmetrical triangles is the follow-
through after the breakout or breakdown being equal to the height
of the pattern itself. Take the highest high and the lowest low from
the pattern and the follow-through will most often be in this range.
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