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Wedges are chart patterns characterized by converging
trendlines, indicating a narrowing price range
and potential breakout.

Types of Wedges

4 Rising Wedge:

'« Bearish pattern in an uptrend or bullish pattern in a downtrend
e Upper tfrendline and lower trendline both slope upward,

with upper line having a shallower
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Falling Wedge:

e Bullish pattern in a downtrend or bearish pattern in an uptrend
e Upper trendline and lower trendline both slope downward,
with lower line having a shallower slope

Key Characteristics

= Converging Trendlines:
Price range narrows as the pattern progresses

= Duration:
Can form over weeks or months

= Volume:
Typically decreases as the pattern develops

= Breakout:

Often occurs near the apex of the wedge

Identifying Wedges

1. Draw trendlines connecting the

highs and lows of price swings
/ 2. Confirm that the trendlines
up ]

s are converging

3. Check for decreasing volume

as the pattern progresses

4. Look for a breakout near the
apex of the wedge

Trading Strategies

Breakout Trading:

« Enter a long position (for falling wedge) or short position
(for rising wedge) when price breaks out of the pattern

» Place a stop loss just inside the wedge

Reversal Trading:
- -For wedges as reversal patterns, enter in the direction
of the breakout after confirmation

Price Target:

* Measure the widest part of the wedge

* Project this distance from the breakout point
for a potential price target

Risk Management

NAL!  Use astop loss on the opposite side of
ﬁ? \ the wedge from the breakout

Consider trailing stops to protect profits T
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as the breakout
Be cautious of false breakouts, especially if
not accompanied by increased volume

Variations

1. Ascending Wedge:

Similar to a rising wedge but in an overall uptrend

2. Descending Wedge:

Similar to a falling wedge but in an overall downtrend
3. Horizontal Wedge:

Trendlines converge but are roughly horizontal

Tips for Trading Wedges

Confirm breakouts with increased volume for higher probability trades

Be aware that wedges can sometimes act as confinuation patterns rather
than reversal patterns

Use multiple timeframe analysis to confirm the significance of the wedge

Consider other technical indicators (e.g., RSI, MACD) for additional confirmation



