
Reversal Breakout Pattern



Reversal Breakouts are a powerful tool in trading.  They 
show you longer-term patterns and how they can be used 
to easily predict the breakouts occurring on shorter time 
frames.  This technique is used in multiple reputable and 
time-proven strategies.  The comprehension of these re-
versal breakouts can greatly improve your daily trading 
and also aid in the catching breakouts with less chance of 
false breakouts and a higher chance of catching the break 
early on.

While looking at the longer time frames, you will see the 
reversals of the market developing.  When you see this re-
versal forming on the larger time frame, if you switch your 
chart to a shorter time frame, the candles will be forming 
a consolidation or a flag.  Since we know the direction of 
the reversal, based on the previous support or resistance 
point, we know with higher probability the direction and 
price of the breakout.
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In Trader on the Street, Shawn makes the connection between 
this technique in trading and horse races.  Shawn states, 

 “This pattern is marked by a change in both the 
direction and speed of the market.  Imagine a horse 
at the race tracks.  At the start of the race, the horse 
barrels out of the gates quickly hitting top speed in 
the home stretch. But the straight doesn’t last forev-
er and the horse is quickly forced to slow down as 
it approaches the turn in the track.  After the horse 
rounds the apex of the turn it can start to pick up 
speed again as it breaks out into the backstretch.  

The reversal today was marked by a similar devel-
opment.  Price began to slow down as it came into 
a support.  The slowing momentum was a signal 
to start looking for the apex bar to form.  As price 
rounded the corner, it picked up speed and broke 
out in a new trend.  We used the slowing momentum 
in price and turn of the market to build a long posi-
tion - one small trade at a time.  Then as price round-
ed the corner and started picking up speed, it was 
off to the races, and we closed the position for tidy 
little profit.”



These setups can be used on a variety of 
time frames making them great for scalpers, 
day traders, and long-term traders alike, since 
the main criteria is having two timeframes 
somewhat close together.  When you look at 
the larger time frame, which is the frame you 
will not be placing your trade on necessarily, 
you can then switch to your smaller time 
frame on the pair and see the consistent pat-
tern forming.  What the larger time frame is 
doing, which you can see in Jackie’s video, is 
showing you where the potential reversal is 
happening and what direction.
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You can also see this pattern presenting itself on a sole 
time frame.  When there is a previous break with a lot of 
momentum going in a specific direction, once the momen-
tum dies out and the price action seems to be slowing, a 
reversal can be soon expected.  The reason behind this 
is that after that initial price break, the market will com-
monly be overbought or oversold depending on the di-
rection of the initial break.  As markets don’t like to remain 
overbought or oversold for extended periods of time, the 
reversal will commonly occur and break in the opposite 
direction to bring the market back into a “stasis” before its 
next move.
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In both of the previous cases, there is a quick movement 
in price either as a breakout from a norm or as a breakout 
to return to a norm.  One thing traders will notice, however, 
is that the breaking out of a set pattern from a larger time 
frame will commonly cause a similar overbought/oversold 
period as in the second entry making the first entry be-
come a setup for the second entry.  This gives you two 
opportunities to enter breakouts and almost doubling your 
pip count.  
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If you liked what you’ve read and would like 
more ebooks like this, please click here.

© 2018 Trader on the Street. All rights reserved.

https://apply.traderonthestreet.com/new-strategy/f.html

