john murphy chart patterns

john murphy chart patterns are fundamental tools in technical analysis,
widely recognized for their reliability in predicting market trends and price
movements. Developed and popularized by John J. Murphy, a renowned technical
analyst, these chart patterns have become essential for traders and investors
seeking to make informed decisions. This comprehensive guide explores the
most important chart patterns described by Murphy, explaining their
characteristics, significance, and practical applications. Understanding
these patterns can enhance trading strategies by identifying potential
reversals, continuations, and breakout opportunities. Additionally, the
article delves into how to interpret these patterns within different market
contexts and timeframes. Whether a novice or experienced trader, mastering
John Murphy chart patterns is crucial for effective market analysis and risk
management.
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Introduction to John Murphy Chart Patterns

John Murphy chart patterns form the backbone of technical analysis, enabling
traders to visualize and predict market behavior through price chart
formations. These patterns are graphical representations of price movements
that signal potential changes or continuations in market trends. Murphy’s
work consolidated and systematized these chart patterns, making them
accessible and practical for everyday trading. By studying patterns such as
head and shoulders, double tops and bottoms, triangles, and flags, traders
can anticipate possible price directions with greater confidence. The
patterns are categorized primarily into reversal and continuation types, each
with distinct implications for market momentum and trend strength. As a
result, understanding these patterns is vital for interpreting market
psychology and enhancing trading precision.



Reversal Patterns

Reversal patterns indicate a potential change in the prevailing trend,
signaling that the current price direction is likely to reverse. These
patterns are essential for identifying turning points in the market, helping
traders exit or enter positions strategically. John Murphy chart patterns
include several classic reversal formations that have stood the test of time
in technical analysis.

Head and Shoulders

The head and shoulders pattern is one of the most reliable reversal signals,
typically indicating a shift from an uptrend to a downtrend. It consists of
three peaks: a higher middle peak (the head) flanked by two lower peaks (the
shoulders). The neckline connects the lows between the peaks and acts as a
key support level. A break below this neckline confirms the reversal.

Double Tops and Bottoms

Double tops and bottoms are formations indicating a failed attempt to
continue a trend, often marking a reversal. A double top occurs when the
price reaches a high level twice, separated by a moderate decline, signaling
resistance. Conversely, a double bottom reflects two attempts to break a
support level. Confirmation comes when the price breaks through the
intermediate low or high.

Triple Tops and Bottoms

Similar to double tops and bottoms, triple tops and bottoms involve three
peaks or troughs at approximately the same level. These patterns provide
stronger confirmation of trend reversals due to multiple failed attempts to
break resistance or support.

Continuation Patterns

Continuation patterns suggest that the existing trend will persist after a
brief consolidation or pause. These formations are critical for traders
aiming to maintain positions during trending markets, capitalizing on ongoing
momentum.

Triangles

Triangles are common continuation patterns that form when price action
converges between two trendlines. John Murphy identifies three main types:



ascending, descending, and symmetrical triangles. Each type has unique
characteristics but generally signals a continuation of the prior trend upon
breakout.

Flags and Pennants

Flags and pennants are short-term continuation patterns that typically occur
after a strong price movement, representing a brief consolidation before the
trend resumes. Flags appear as rectangular shapes sloping against the
prevailing trend, while pennants resemble small symmetrical triangles.

Rectangles

Rectangles occur when price moves sideways between parallel support and
resistance levels, indicating a consolidation phase. The breakout direction
from the rectangle usually aligns with the existing trend, confirming the
continuation.

Key Patterns Explained

John Murphy chart patterns encompass a wide variety of formations, each with
distinctive traits and trading implications. Understanding their structure,
volume behavior, and breakout signals is crucial for effective application.

1. Head and Shoulders: Recognized by its three-peak structure, this pattern
signals trend reversal and is accompanied by volume changes that confirm
the breakout.

2. Double Tops and Bottoms: These patterns reflect strong resistance or
support levels, with volume spikes often validating the breakout.

3. Triangles: The converging trendlines in triangles indicate market
indecision, with breakout direction providing trading signals.

4. Flags and Pennants: Characterized by their brief consolidation periods,
these patterns rely on volume contraction and expansion to confirm
continuation.

Volume analysis plays a pivotal role in interpreting these patterns. For
example, increasing volume on breakouts enhances the reliability of the
signal, while decreasing volume during consolidation phases supports the
legitimacy of the pattern formation.



Practical Applications in Trading

Incorporating John Murphy chart patterns into trading strategies can improve
decision-making and risk management. These patterns provide visual cues that
help traders identify optimal entry and exit points, set stop-loss levels,
and anticipate price targets.

Entry and Exit Strategies

Traders use chart patterns to time their market entries and exits
effectively. For reversal patterns, entering trades after confirmation of a
breakout minimizes false signals. For continuation patterns, traders often
enter during the consolidation phase or upon breakout.

Risk Management

Chart patterns assist in defining stop-loss placements, typically just beyond
the pattern boundaries like the neckline in head and shoulders or the
support/resistance levels in double tops and bottoms. This approach limits
potential losses while allowing for profit maximization.

Combining Patterns with Other Indicators

While John Murphy chart patterns offer powerful insights, combining them with
technical indicators such as moving averages, Relative Strength Index (RSI),
and MACD can enhance accuracy. This multifaceted approach helps confirm
signals and filter out market noise.

Identify the pattern formation clearly on the chart

Wait for breakout confirmation with volume support

Set stop-loss orders based on pattern structure

Use additional indicators for confirmation

Monitor market context and timeframes for pattern reliability

Frequently Asked Questions



What are John Murphy chart patterns?

John Murphy chart patterns refer to technical analysis patterns popularized
by John J. Murphy, a renowned technical analyst, used to predict future price
movements based on historical price data.

Which book by John Murphy is best for learning chart
patterns?

The best book by John Murphy for learning chart patterns is 'Technical
Analysis of the Financial Markets,' which covers a wide range of chart
patterns and technical analysis concepts.

What are some common John Murphy chart patterns?

Common John Murphy chart patterns include head and shoulders, double tops and
bottoms, triangles, flags, pennants, and wedges.

How does John Murphy classify chart patterns?

John Murphy classifies chart patterns into reversal patterns, which indicate
a change in trend direction, and continuation patterns, which suggest the
trend will continue after a brief consolidation.

What is the significance of the head and shoulders
pattern according to John Murphy?

According to John Murphy, the head and shoulders pattern is a reliable
reversal pattern that signals a potential change from an uptrend to a
downtrend or vice versa.

Can John Murphy chart patterns be used in all
financial markets?

Yes, John Murphy chart patterns can be applied to various financial markets,
including stocks, commodities, forex, and futures, as they are based on price
action principles.

How does volume play a role in John Murphy chart
patterns?

Volume is crucial in John Murphy chart patterns as it helps confirm the
validity of a pattern; for example, volume often increases during breakouts
or breakdowns from patterns.



Are John Murphy chart patterns effective in today's
markets?

Yes, John Murphy chart patterns remain effective as they are based on human
psychology and market behavior, which tend to remain consistent over time
despite changing market conditions.

What tools does John Murphy recommend for analyzing
chart patterns?

John Murphy recommends using tools such as trendlines, moving averages,
volume indicators, and oscillators to complement chart pattern analysis and
improve accuracy.

Additional Resources

1. Technical Analysis of the Financial Markets

This comprehensive guide by John J. Murphy is considered the bible of
technical analysis. It covers a wide range of chart patterns, indicators, and
trading techniques. The book provides detailed explanations and visual
examples, making it an essential resource for both beginners and experienced
traders interested in price patterns and market behavior.

2. Encyclopedia of Chart Patterns

Written by Thomas Bulkowski, this book complements John Murphy's work by
offering an extensive catalog of chart patterns with statistical analysis. It
provides traders with detailed pattern recognition tips, success rates, and
trading tactics. The encyclopedia serves as a practical reference for
understanding the nuances and probabilities of various chart formations.

3. Chart Patterns: After the Buy

This book delves into the behavior of chart patterns after a trade setup is
triggered. It examines how patterns identified by John Murphy play out in
real market conditions and offers strategies for managing trades post-entry.
The focus on trade management helps traders optimize their profits and
minimize losses.

4. Japanese Candlestick Charting Techniques

Steve Nison introduces the art of candlestick charting, which complements the
classical chart patterns described by John Murphy. This book explains how to
read and interpret candlestick formations to enhance pattern recognition and
timing. It is a valuable resource for traders looking to deepen their
understanding of price action.

5. The New Trading for a Living

Dr. Alexander Elder's updated classic incorporates chart pattern analysis
alongside psychological and risk management principles. It builds on
foundations laid by Murphy and others, offering practical advice on applying



technical analysis in live markets. The book emphasizes discipline and a
holistic approach to trading success.

6. Mastering the Trade

John F. Carter provides actionable insights into trading strategies that
include chart pattern recognition as a key component. The book focuses on
momentum trading and intraday patterns, expanding on Murphy’s foundational
concepts for active traders. It is especially useful for those seeking to
apply chart patterns in fast-moving markets.

7. Trading Classic Chart Patterns

Thomas Bulkowski explores the performance and reliability of traditional
chart patterns in this in-depth study. The book offers statistical data and
case studies that validate or challenge conventional wisdom, many of which
align with Murphy’s teachings. Traders gain a deeper understanding of pattern
effectiveness and pitfalls.

8. Technical Analysis Explained

Martin J. Pring’s book serves as a thorough introduction to technical
analysis, including detailed sections on chart patterns similar to those
popularized by John Murphy. It blends theory with practical application,
providing traders with a solid foundation in market analysis. The book is
praised for its clarity and comprehensive coverage.

9. High Probability Trading Strategies

Robert C. Miner outlines advanced trading strategies that incorporate chart
pattern analysis for identifying high-probability setups. The book builds on
the pattern recognition concepts taught by Murphy and integrates them with
market structure and timing techniques. It is suited for traders looking to
enhance their edge through refined technical analysis.
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john murphy chart patterns: Technical Analysis of the Financial Markets John J. Murphy,
1999-01-01 John J. Murphy has updated his landmark bestseller Technical Analysis of the Futures
Markets, to include all of the financial markets. This outstanding reference has already taught
thousands of traders the concepts of technical analysis and their application in the futures and stock
markets. Covering the latest developments in computer technology, technical tools, and indicators,
the second edition features new material on candlestick charting, intermarket relationships, stocks
and stock rotation, plus state-of-the-art examples and figures. From how to read charts to
understanding indicators and the crucial role technical analysis plays in investing, readers gain a
thorough and accessible overview of the field of technical analysis, with a special emphasis on
futures markets. Revised and expanded for the demands of today's financial world, this book is
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essential reading for anyone interested in tracking and analyzing market behavior.

john murphy chart patterns: Charting Made Easy John J. Murphy, 2012-09-27 Here is a
treasure trove of easy to use tools for mapping your course through today's market. Whether you're
using online charts or a professional charting software program, these techniques from master
technician John Murphy can increase your trading success. One of the greatest benefits of technical
analysis is its applicability to any and all markets ... charts can be an extremely valuable tool-if you
know how to use them. This booklet is a good place to start learning how. —from the foreword by
John Murphy Renowned market technician John Murphy presents basic principals of technical
analysis in easy-to-understand term. He covers All types of chart analysis Need to know concepts,
including trendlines, moving averages, price gaps, reversal patterns, volume & open interest
spreads, and more! Price forecasting and market timing applications A full resource guide of
technical analysis aide How to use the industry's top tools to obtain a better understanding of what
charts can do-and how they can help you grab your portion of today's trading profits.

john murphy chart patterns: Trading Classic Chart Patterns Thomas N. Bulkowski,
2003-04-30 Use popular chart patterns profitably In his follow-up to the well-received Encyclopedia
of Chart Patterns, Thomas Bulkowski gives traders a practical game plan to capitalize on established
chart patterns. Written for the novice investor but with techniques for the professional, Trading
Classic Chart Patterns includes easy-to-use performance tables, vivid case studies, and a scoring
system that makes trading chart patterns simple. This comprehensive guide skillfully gives investors
straightforward solutions to profitably trading chart patterns. Trading Classic Chart Patterns also
serves as a handy reference guide for favorite chart patterns, including broadening tops,
head-and-shoulders, rectangles, triangles, and double and triple bottoms. Filled with numerous
techniques, strategies, and insights, Trading Classic Chart Patterns fits perfectly into any pattern
trader's arsenal. Thomas N. Bulkowski (Keller, TX), an active investor since 1981, is the author of
the highly acclaimed Encyclopedia of Chart Patterns (Wiley: 0471295256) as well as numerous
articles for Technical Analysis of Stocks & Commodities. Trained as a computer engineer, Bulkowski
worked for over a decade at Tandy Corporation. Prior to that, he worked on the Patriot air defense
system for Raytheon. New technology and the advent of around the clock trading have opened the
floodgates to both foreign and domestic markets. Traders need the wisdom of industry veterans and
the vision of innovators in today's volatile financial marketplace. The Wiley Trading series features
books by traders who have survived the market's ever changing temperament and have
prospered-some by reinventing systems, others by getting back to basics. Whether a novice trader,
professional or somewhere in-between, these books will provide the advice and strategies needed to
prosper today and well into the future.

john murphy chart patterns: John Murphy on Chart Analysis John J. Murphy, 1999-05

john murphy chart patterns: Technical Analysis Charles D. Kirkpatrick II, Julie R. Dahlquist,
2010-11-08 Already the field's most comprehensive, reliable, and objective guidebook, Technical
Analysis: The Complete Resource for Financial Market Technicians, Second Edition has been
thoroughly updated to reflect the field's latest advances. Selected by the Market Technicians
Association as the official companion to its prestigious Chartered Market Technician (CMT)
program, this book systematically explains the theory of technical analysis, presenting academic
evidence both for and against it. Using hundreds of fully updated illustrations, the authors explain
the analysis of both markets and individual issues, and present complete investment systems and
portfolio management plans. They present authoritative, up-to-date coverage of tested sentiment,
momentum indicators, seasonal affects, flow of funds, testing systems, risk mitigation strategies, and
many other topics. This edition thoroughly covers the latest advances in pattern recognition, market
analysis, and systems management. The authors introduce new confidence tests; cover increasingly
popular methods such as Kagi, Renko, Kase, Ichimoku, Clouds, and DeMark indicators; present
innovations in exit stops, portfolio selection, and testing; and discuss the implications of behavioral
bias for technical analysis. They also reassess old formulas and methods, such as intermarket
relationships, identifying pitfalls that emerged during the recent market decline. For traders,



researchers, and serious investors alike, this is the definitive book on technical analysis.

john murphy chart patterns: The Visual Investor John J. Murphy, 2009-02-03 The Visual
Investor, Second Edition breaks down technical analysis into terms that are accessible to even
individual investors. Aimed at the typical investor--such as the average CNBC viewer--this book
shows investors how to follow the ups and downs of stock prices by visually comparing the charts,
without using formulas or having a necessarily advanced understanding of technical analysis math
and jargon. Murphy covers all the fundamentals, from chart types and market indicators to sector
analysis and global investing, providing examples and easy-to-read charts so that any reader can
become a skilled visual investor.

john murphy chart patterns: CMT Curriculum Level I 2023 CMT Association, 2022-12-28 Get
Your Copy of the 2023 Official CMT® Level I Curriculum As the authoritative introduction to the
basics of technical analysis, the Official CMT® Level I Curriculum includes the tools, content, and
terminology you will need to prepare for the Level I exam and beyond. Published in partnership with
the CMT Association, CMT Curriculum Level I 2023: An Introduction to Technical Analysis explores
theory and history, markets, market indicators, construction, confirmation, cycles, selection and
decision, system testing, and statistical analysis. This text covers all concepts appearing on the Level
I CMT® exam, featuring industry-relevant topics and treatments of technical analysis in the context
of portfolio management.

john murphy chart patterns: CMT Level II 2019 Wiley, 2019-01-07 Everything you need to
pass Level IT of the CMT Program CMT Level II 2019: Theory and Analysis fully prepares you to
demonstrate competency applying the principles covered in Level I, as well as the ability to apply
more complex analytical techniques. Covered topics address theory and history, market indicators,
construction, confirmation, cycles, selection and decision, system testing, and statistical analysis.
The Level II exam emphasizes trend, chart, and pattern analysis, as well as risk management
concepts. This cornerstone guidebook of the Chartered Market Technician® Program will provide
every advantage to passing Level II CMT Exam.

john murphy chart patterns: CMT Level I 2017 Market Technician's Association, 2017-01-04
Everything you need to pass Level I of the CMT Program CMT Level I 2017: An Introduction to
Technical Analysis fully prepares you to demonstrate the basic competencies of an entry-level
analyst, including a working knowledge of terminology and the ability to discuss key concepts and
fundamental analytical tools. Covered topics address theory and history, markets, market indicators,
construction, confirmation, cycles, selection and decision, system testing, and statistical analysis.
The Level I exam emphasizes trend, chart, and pattern analysis. This cornerstone guidebook of the
Chartered Market Technician® Program will provide every advantage to passing Level I.

john murphy chart patterns: CMT Level IT 2020 Wiley, 2020-01-02 Everything you need to
pass Level II of the CMT Program CMT Level II 2020: Theory and Analysis fully prepares you to
demonstrate competency applying the principles covered in Level I, as well as the ability to apply
more complex analytical techniques. Covered topics address theory and history, market indicators,
construction, confirmation, cycles, selection and decision, system testing, and statistical analysis.
The Level II exam emphasizes trend, chart, and pattern analysis, as well as risk management
concepts. This cornerstone guidebook of the Chartered Market Technician® Program will provide
every advantage to passing Level II CMT Exam.

john murphy chart patterns: CMT Curriculum Level II 2023 CMT Association, 2022-12-28
Get Your Copy of the Official 2023 CMT® Level II Curriculum Building upon the concepts covered in
Level I, the Official CMT® Level II Curriculum is the authoritative resource for all candidates
preparing for their second CMT exam. This text explores chart development and analysis, volatility
in today's financial markets, behavioral finance, risk management concepts, and more. Published in
partnership with the CMT Association, CMT Curriculum Level II 2023: Theory and Analysis of
Technical Analysis covers all concepts featured on the Level Il CMT® exam. This curriculum helps
candidates both prepare for upcoming 2023 exams and improve their knowledge of fundamental
topics in the theory and analysis of markets and securities.



john murphy chart patterns: CMT Curriculum Level II 2022 CMT Association, 2021-12-14
Get Your Copy of the Official 2022 CMT® Level II Curriculum Building upon the concepts covered in
Level I, the Official CMT® Level II Curriculum is the authoritative resource for all candidates
preparing for their second CMT exam. This text explores chart development and analysis, volatility
in today’s financial markets, behavioral finance, risk management concepts, and more. Published in
partnership with the CMT Association, CMT Curriculum Level II 2022: Theory and Analysis of
Technical Analysis covers all concepts featured on the Level Il CMT® exam. This curriculum helps
candidates both prepare for upcoming 2022 exams and improve their knowledge of fundamental
topics in the theory and analysis of markets and securities.

john murphy chart patterns: CMT Level I 2020 Wiley, 2020-01-02 Everything you need to
pass Level I of the CMT Program CMT Level I 2020: An Introduction to Technical Analysis fully
prepares you to demonstrate the basic competencies of an entry-level analyst, including a working
knowledge of terminology and the ability to discuss key concepts and fundamental analytical tools.
Covered topics address theory and history, markets, market indicators, construction, confirmation,
cycles, selection and decision, system testing, and statistical analysis. The Level I exam emphasizes
trend, chart, and pattern analysis. This cornerstone guidebook of the Chartered Market Technician®
Program will provide every advantage to passing the Level | CMT Exam.

john murphy chart patterns: CMT Curriculum Level I 2022 CMT Association, 2021-12-14
Get Your Copy of the 2022 Official CMT® Level I Curriculum As the authoritative introduction to the
basics of technical analysis, the Official CMT® Level I Curriculum includes the tools, content, and
terminology you will need to prepare for the Level I exam and beyond. Published in partnership with
the CMT Association, CMT Curriculum Level I 2022: An Introduction to Technical Analysis explores
theory and history, markets, market indicators, construction, confirmation, cycles, selection and
decision, system testing, and statistical analysis. This text covers all concepts appearing on the Level
I CMT® exam, featuring industry-relevant topics and treatments of technical analysis in the context
of portfolio management.

john murphy chart patterns: CMT Level II 2021 Wiley, 2021-02-24 Everything you need to
pass Level IT of the CMT Program CMT Level II 2021: Theory and Analysis fully prepares you to
demonstrate competency applying the principles covered in Level I, as well as the ability to apply
more complex analytical techniques. Covered topics address theory and history, market indicators,
construction, confirmation, cycles, selection and decision, system testing, and statistical analysis.
The Level II exam emphasizes trend, chart, and pattern analysis, as well as risk management
concepts. This cornerstone guidebook of the Chartered Market Technician® Program will provide
every advantage to passing Level II CMT Exam.

john murphy chart patterns: CMT Level I 2019: An Introduction to Technical Analysis
Wiley, 2019-01-07 Everything you need to pass Level I of the CMT Program CMT Level I 2019: An
Introduction to Technical Analysis fully prepares you to demonstrate the basic competencies of an
entry-level analyst, including a working knowledge of terminology and the ability to discuss key
concepts and fundamental analytical tools. Covered topics address theory and history, markets,
market indicators, construction, confirmation, cycles, selection and decision, system testing, and
statistical analysis. The Level I exam emphasizes trend, chart, and pattern analysis. This cornerstone
guidebook of the Chartered Market Technician® Program will provide every advantage to passing
the Level I CMT Exam.

john murphy chart patterns: CMT Level II 2017 Market Technician's Association,
2017-01-10 Everything you need to pass Level II of the CMT Program CMT Level 11 2017: Theory
and Analysis fully prepares you to demonstrate competency applying the principles covered in Level
I, as well as the ability to apply more complex analytical techniques. Covered topics address theory
and history, market indicators, construction, confirmation, cycles, selection and decision, system
testing, and statistical analysis. The Level II exam emphasizes trend, chart, and pattern analysis, as
well as risk management concepts. This cornerstone guidebook of the Chartered Market
Technician® Program will provide every advantage to passing Level II.



john murphy chart patterns: CMT Level I 2018 Wiley, 2018-01-04 Everything you need to
pass Level I of the CMT Program CMT Level I 2018: An Introduction to Technical Analysis fully
prepares you to demonstrate the basic competencies of an entry-level analyst, including a working
knowledge of terminology and the ability to discuss key concepts and fundamental analytical tools.
Covered topics address theory and history, markets, market indicators, construction, confirmation,
cycles, selection and decision, system testing, and statistical analysis. The Level I exam emphasizes
trend, chart, and pattern analysis. This cornerstone guidebook of the Chartered Market Technician®
Program will provide every advantage to passing the Level | CMT Exam.

john murphy chart patterns: CMT Level II 2018 Wiley, 2017-12-18 Everything you need to
pass Level II of the CMT Program CMT Level II 2018: Theory and Analysis fully prepares you to
demonstrate competency applying the principles covered in Level I, as well as the ability to apply
more complex analytical techniques. Covered topics address theory and history, market indicators,
construction, confirmation, cycles, selection and decision, system testing, and statistical analysis.
The Level II exam emphasizes trend, chart, and pattern analysis, as well as risk management
concepts. This cornerstone guidebook of the Chartered Market Technician® Program will provide
every advantage to passing Level II CMT Exam.

john murphy chart patterns: Exchange Traded Funds and E-Mini Stock Index Futures David
Lerman, 2002-07-01 Shows how to use both ETFs and E-Minis for high-powered results Exchange
Traded Funds (ETFs) are a remarkable new tool for trading and investing in broad market segments
or narrow sectors. ETF trading volume and asset growth continue to soar at record levels. Ideal for
speculating in and hedging as well as long-term investing in the broader markets, these index
products work together to diversify and balance any global portfolio. Now, one of the top executives
(and experts) in the industry reveals the intricacies of the products, how to use them, and what the
future holds. Readers will get sample index portfolios and strategies for all market
participants--ranging from the short-term trader to the long-term investor; and from the risk taker to
the conservative investor. David Lerman (Chicago, IL) is the Senior Director of Equity Index
Products Marketing at the Chicago Mercantile Exchange. He has traveled around the globe on
behalf of the CME, giving seminars and workshops to retail and institutional audiences, including
pension funds, corporations, banks and brokers on risk management/trading using equity index
futures and options.
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