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Bull and bear flags are continuation patterns that
 appear as consolidations in the prevailing trend, 

resembling a flag on a flagpole.

1. Look for a strong, sharp move
in the direction of the prevailing
 trend (flagpole)

2. Identify a period of consolidation
 or slight retracement (flag)

3. Confirm decreasing volume 
during the flag formationduring the flag formation

4. Look for a breakout in the 
direction of the original trend

Key Characteristics

1. Bull Flag:
• Appears in an uptrend
• Characterized by a strong upward move (flagpole)
followed by a slight downward consolidation (flag)

2. Bear Flag:
• Appears in a downtrend
• Characterized by a strong downward move (flagpole) • Characterized by a strong downward move (flagpole) 
followed by a slight upward consolidation (flag)

 Types

Tips for Trading Flags
Confirm breakouts with increased volume for higher probability trades

Look for flags that form between the 1/3 and 1/2 retracement levels 
of the flagpole

Be aware that flags can sometimes fail, leading to trend reversals

Use multiple timeframe analysis to confirm the significance of the 
flag pattern

1. Pennant:
Similar to a flag, but with converging trendlines forming a triangle

2. Rectangle: 
Consolidation with horizontal support and resistance lines

3. Wedge: 
Similar to a flag, but with converging trendlines

Flagpole: Sharp, decisive move in the direction of the trend

Flag: Short-term consolidation against the trend

Volume: Typically decreases during the flag formation

Duration: Usually forms over a short period (a few days to a few weeks)

Risk Management

1. Breakout Trading:
•  Enter a long position (bull flag) or short position (bear flag)
when price breaks out of the flag
•  Place a stop loss just below the flag for bull flags, or just 
above the flag for bear flags

2. Price Target:
•  Measure the length of the flagpole•  Measure the length of the flagpole
•  Project this distance from the breakout point for
a potential price target

3. Pullback Strategy:
•  Wait for a pullback to the breakout level after the initial move
•  Enter the trade if the breakout level holds as new 
support/resistance

Use a stop loss on the opposite side of 

the flag from the breakout

Consider trailing stops to protect profits

as the breakout progresses

Be cautious of false breakouts, especially

if not accompanied by increased volume

Variations


