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Module 3 – Chapter 9 – Dark Cloud Cover 

 

 The Dark Cloud Cover is a bearish reversal 

candlestick pattern, often appearing after an uptrend and 

signaling a potential shift in the prevailing bullish 

sentiment. The pattern encapsulates the market's 

transitioning dynamics, where bullish optimism is being 

overshadowed by emerging bearish sentiment. 

 

What The Pattern Looks Like 

 

The Dark Cloud Cover is a two-candlestick pattern with 

the following characteristics: 

 

1) First Candle: A relatively long bullish (green) 

candle that reflects the continuation of the existing 

uptrend. 

 

2) Second Candle: This is where the dynamics 

change. The candle opens above the high of the 

preceding bullish candle, creating an initial 

impression of a continuing uptrend. However, as 

the session progresses, it closes significantly 

lower, penetrating at least halfway (typically 
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more) into the body of the first candle. This candle 

is bearish (red). 

 

3) Ideal Scenario: For a more potent Dark Cloud 

Cover pattern, the second candle should close 

below the midpoint of the first candle's body. The 

deeper the penetration, the stronger the potential 

bearish reversal signal. 

 

 

Pattern Psychology 

 

Understanding the mindset behind the formation of the 

Dark Cloud Cover: 

 

1) Continuation of Bullish Trend: The initial candle 

represents a continuation of the bullish trend, 

indicating that buyers still have the upper hand. 

 

2) Shift in Sentiment: The second candle starts 

with optimism as it opens above the prior session's 

high. However, as the trading session progresses, 

sellers come into force, driving the price 

significantly lower. This culminates in the candle 
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closing well into the body of the previous day’s 

bullish candle, symbolizing a sudden and marked 

shift in sentiment. 

 

 

 

 

3) Emerging Doubts: The rapid shift from the high 

opening to the deep closing penetration 

encapsulates growing uncertainty and 

apprehension among traders. The once prevailing 

bullish sentiment is now being seriously 

questioned, and doubt creeps in. 

 

 

 

4) Need for Confirmation: While the Dark Cloud 

Cover inherently is a strong bearish reversal sign, 

seasoned traders often look for further 

confirmation. This could come in the form of 

another bearish candle following the pattern, a 

surge in trading volume on the second candle, or 

corroborative signals from other technical 

indicators. 
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 In summary, the Dark Cloud Cover candlestick 

pattern serves as a graphical representation of a 

changing tide in market sentiment. From the highs of 

bullish dominance, there's a noticeable intrusion of 

bearish sentiment, suggesting potential trend reversals. 

As with all candlestick patterns, while the Dark Cloud 
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Cover provides valuable insights, it's always prudent to 

assess it in the broader context of the market and 

alongside other technical tools to derive the most 

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. 


