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Module 2 –Chapter 8 – Piercing Line 

 

 The Piercing Line is a bullish reversal candlestick pattern, 

frequently appearing after a downtrend, signaling the potential 

for a change in the current bearish momentum. This pattern 

exemplifies a transition in the market's sentiment, where the 

prevailing bearish mood starts to be countered by a growing 

bullish force. 

 

What The Pattern Looks Like 

 

The Piercing Line is characterized by a two-candlestick formation: 

 

1) First Candle: A relatively long bearish (red) candle, 

representing the continuation of the existing downtrend. 

 

2) Second Candle: The shift starts here. This candle opens 

below the low of the previous day's bearish candle, 

suggesting a potential continuation of the downtrend. 

However, the day's trading sees a significant reversal, 

with the candle closing above the midpoint of the prior 

bearish candle's body but below its opening. This candle is 

bullish (green). 

 

3) Ideal Scenario: For the Piercing Line pattern to be most 

significant, the second candle should close above the 
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midpoint of the first candle's body. The closer the second 

candle's close is to the first candle's open, the stronger 

the potential bullish reversal. 

 

 

Pattern psychology 

 

Delving into the mindset behind the Piercing Line formation: 

 

 

1) Continuation of Bearish Sentiment: The first candle 

embodies the ongoing bearish trend, signifying that 

sellers are in control. 

 

2) Tide Begins to Turn: The second candle starts with 

pessimism, opening below the prior session's low, 

creating the illusion of an extending downtrend. As the 

session unfolds, buyers start to exert their influence, 

driving the price up and eventually closing well into the 

body of the previous bearish candle. This sudden shift 

showcases a change in sentiment. 

 

3) Reviving Optimism: The strong recovery during the 

second day signifies growing optimism among traders. 

The previously dominant bearish sentiment is now being 

challenged by a burgeoning bullish force. 
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4) Seeking Confirmation: Though the Piercing Line pattern 

is inherently a strong bullish reversal indicator, prudent 

traders often await further confirmation. This could be in 

the form of another bullish candle following the pattern, 

an increase in trading volume during the second candle, 

or supporting signals from additional technical analysis 

tools. 
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 To wrap up, the Piercing Line candlestick pattern provides a 

vivid depiction of a possible shift in the market's mood. From the 

depths of a bearish trend, there emerges a ray of bullish hope, 

suggesting potential trend reversals. However, as with all 

candlestick patterns, it's essential to interpret the Piercing Line 

within the broader market context and in tandem with other 

technical indicators to make the most well-informed trading 

decisions. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer: - The information provided in this content is for educational and information purpose only. It is not 

intended as financial investments or trading advices. Financial decisions taken based on this information are at 

your own risk. 


