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Educate yourself is an educational debate dedicated to the dissemination of stock 

market related terminologies in the use of fundamental and technical analysis for 

traders and investors. Market participants can explore self-developed skills to face 

the growing threats of volatility through Educate yourself.  

Educate yourself is a great way to boost your knowledge in general investing lingo 

and helps you to trade strategically. 
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Introduction: 

Welcome to another edition of Educate Yourself! Today, we’ll explore the fascinating Rising Three Methods and Falling 

Three Methods candlestick patterns. These patterns are key tools in technical analysis, helping traders predict the 

continuation of prevailing market trends. Both patterns consist of five candlesticks, providing valuable insights into market 

sentiment and momentum. We’ll guide you step-by-step through their formation, structure, and practical application in 

trading strategies. 

Rising Three Methods 

The Rising Three Methods is a bullish continuation candlestick pattern that indicates that an uptrend is likely to continue. 

It consists of five candlesticks and shows a temporary consolidation within a longer-term bullish move. Here’s how it forms: 

Structure of Rising Three Methods: 

 First Candle: A large bullish (upward) candle appears, signaling strong 

buying pressure and establishing the direction of the trend. 

 Next Three Candles: The following three candles are usually smaller, 

bearish (downward) candles. They form within the range of the first 

candle, indicating a brief pullback or consolidation. Importantly, these 

three candles don’t fall below the first candle’s low, which suggests that 

sellers are not strong enough to reverse the trend. 

 Fifth Candle: A strong bullish candle completes the pattern, closing 

above the high of the first candle. This indicates that buyers have 

regained control, and the uptrend is likely to continue. 

Example of Rising Three Methods: 

Imagine a stock, "XYZ Ltd," is in an uptrend. Over five trading days, its daily chart might look like this: 

 Day 1: A large green (bullish) candle appears, representing a strong upward price movement, confirming the 

uptrend. 

 Days 2–4: Three smaller red (bearish) candles follow, each staying within the range of Day 1's candle. These 

represent a slight correction or pullback. 

 Day 5: Another strong green (bullish) candle appears, breaking above the high of Day 1’s candle. This confirms 

the continuation of the upward trend. 

Rising Three Method 
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Interpretation: 

The Rising Three Methods pattern shows that while there was a short pause in the uptrend, buyers have taken control once 

again. This pattern can be a signal for traders to consider entering a long position, as the pattern suggests a strong potential 

for further gains. This pattern is most reliable in trending markets and can also be more convincing when supported by 

additional technical indicators, such as high trading volume on the fifth candle. 

Falling Three Methods 

The Falling Three Methods is a bearish continuation pattern in technical analysis that typically occurs during a downtrend 

and signals the continuation of the trend. This pattern has five candlesticks and is often interpreted as a sign that sellers 

remain in control despite brief buying attempts. Here’s a breakdown of how it forms: 

Structure of Falling Three Methods: 

 First Candle: The first candlestick is a strong bearish (downward) 

candle, reflecting a significant drop in price, which reinforces the 

existing downtrend. 

 Next Three Candles: The next three candlesticks are smaller 

bullish (upward) candles that typically move within the range of 

the first candle. These show a temporary pause in the downtrend 

and represent weak buying pressure, as they fail to break above 

the high of the first candle. 

 Fifth Candle: The last candlestick is a strong bearish candle that 

closes below the low of the first candle, confirming the 

resumption of the downtrend. 

Example of Falling Three Methods: 

Imagine the stock of "ABC Corp." is in a downtrend. The daily chart for five days might look like this: 

 Day 1: A large red (bearish) candle, showing a sharp drop in the stock price, confirms the downtrend. 

 Days 2–4: Three smaller green (bullish) candles follow, each within the range of the first day’s candle. This 

shows a slight rebound but lacks enough strength to reverse the trend. 

 Day 5: A strong red (bearish) candle appears, breaking below the low of the first day's candle, signaling that 

sellers have regained control, and the downtrend is likely to continue. 

Falling Three Method 
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Interpretation: 

This pattern suggests that, despite brief upward movements, bearish momentum is strong. Analysts and traders might use 

this pattern as a signal to enter short positions, especially when other indicators confirm the trend. 

Conclusion: 

 Both patterns are composed of five candles, with the middle three representing consolidation or pause in the trend. 

 The patterns work best in trending markets and provide high-probability setups when confirmed by volume analysis 

and other indicators like RSI or MACD. 

 These patterns serve as tools to reinforce decision-making in line with the prevailing trend. 

The Rising and Falling Three Methods are essential candlestick patterns in technical analysis, providing traders with tools 

to identify and act on bullish and bearish trends effectively. By mastering the structure and interpretation of these patterns, 

traders can refine their strategies and increase the likelihood of making informed trading decisions. Success with these 

methods lies in consistent application and maintaining patience to navigate the complexities of the market. 
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The research recommendations and information are solely for the personal information of the authorized recipient and does not construe 

to be an offer document or any investment, legal or taxation advice or solicitation of any action based upon it. 

This research report (“Report”) is for the personal information of the Authorised recipient(s) and is not for public distribution. The report 

is based on the facts, figures and information that are considered true, correct and reliable. The report is provided for information of 

clients only and does not construe to be an investment advice. This report does not constitute an offer or solicitation for the purchase or 

sale of any financial instrument or as a confirmation of any transaction. Each recipient of this report should make such investigations as 

it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this report and 

should consult its own advisors to determine the merits and risks of such an investment. SSL and its associate companies, their directors 

and their employees shall not be in any way responsible for any loss or damage that may arise to any recipient from any inadvertent 

error in the information contained in this report or any action taken on the basis of this information. 

Disclosure 

 

StockHolding Services Limited (formerly known as SHCIL Services Limited (SSL) is a SEBI Registered Research Analyst having 

registration no.: INH000001121. SSL is a SEBI Registered Corporate Stock broker having SEBI Single Registration No.: INZ000199936 

and is a member of Bombay Stock Exchange (BSE)- Cash Segment and Derivatives Segment, National Stock Exchange (NSE)-Cash, 

derivatives and Currency derivatives Segments and Multi Commodity Exchange of India (MCX) – Commodity Derivative. SSL has 

registered with SEBI to act as Portfolio Manager under the SEBI (Portfolio Managers) Regulations, 2020, bearing registration no. 

INP000007304 and also obtained registration as a Depository Participant (DP) with CDSL and NSDL, SEBI Registration No.: IN-DP-

471-2020. SSL is a wholly owned subsidiary of Stock Holding Corporation of India Limited (StockHolding). StockHolding is primarily 

engaged in the business of providing custodial services, designated depository participant (DDP) post-trading services, Authorised 

Person services in association with SSL and DP services. SHCIL is also registered as a Research Analyst with SEBI. Neither SSL nor 

its Research Analysts have been engaged in market-making activity for the companies mentioned in the report /recommendation. SSL 

or their Research Analysts have not managed or co-managed public offering of securities for the subject company (ies) in the past 

twelve months.  

 

Registrations granted by SEBI and certification from NISM in no way guarantee the performance of the intermediary or provide any 

assurance of returns to investors. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the 

specific recommendation(s) or view(s) in this report.  

 

The Analysts engaged in the preparation of this Report or his/her relative or SSL’s associates: - (a) do not have any financial interests 

in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company mentioned 

in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material conflict of 

interest at the time of publication of the Report.  

 

The Analysts engaged in the preparation of this Report or his/her relatives or SSL’s associates:- (a) have not received any compensation 

from the subject company in the past twelve months; (b) have not managed or co-managed public offering of securities for the subject 

company in the past twelve months; (c)have not received any compensation for investment banking or merchant banking or brokerage 

services from the subject company in the past twelve months; (d) have not received any compensation for products or services other 

than investment banking or merchant banking or brokerage services from the subject company in the past twelve months; (e) has not 

received any compensation or other benefits from the subject company or third party in connection with the Report; (f) has not served 

as an officer, director or employee of the subject company; (g) is not engaged in market making activity for the subject company. 

 

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we 

are registered in the last five years. However, SEBI, Exchanges, Depositories etc. have conducted the routine inspection and based on 

their observations have issued advise/warning/show cause notices/deficiency letters/ or levied penalties or imposed charges for certain 

deviations observed in inspections or in the normal course of business, as a Stock Broker / Depository Participant/Portfolio 

Manager/Research Analyst. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; 
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nor has our certificate of registration been cancelled by SEBI at any point of time. 

 

Nature of financial interest is holding of equity shares or derivatives of the subject company: - 
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No

.  

Disclosure YES/NO 

1 SSL/its Associates/Research Analyst/ his Relative have any financial interest in the subject 

company 

Nature of Interest (if applicable), is given against the company’s name? 

No 

2 SSL/its Associates / Research Analyst /his Relative have actual /beneficial ownership of one 

percent or more securities of the subject company, at the end of the month immediately 

preceding the date of publication of the research report or date of the public appearance? 

No 

3 SSL/its Associates / Research Analyst /his Relative have any other material conflict of 

interest at the time of publication of the research report or at the time of public 

appearance? 

No 

4 SSL/its Associates / Research Analyst /his Relative have received any compensation from 

the subject company in the past twelve months. 

No 

5 SSL/its Associates / Research Analyst /his Relative have managed or co-managed public 

offering of securities for the subject company in the past twelve months. 

No 

6 SSL/its Associates / Research Analyst /his Relative have received any compensation for 

investment banking or merchant banking or brokerage services from the subject company 

in the past twelve months. 

No 

7 SSL/its Associates / Research Analyst /his Relative have received any compensation for 

products or services other than investment banking or merchant banking or brokerage 

services from the subject company in the past twelve months. 

No 

8 SSL/its Associates / Research Analyst /his Relative have received any compensation or 

other benefits from the subject company or third party in connection with the research report. 

No 

9 Research Analyst have Served as an officer, director or employee of the subject company. No 

10 SSL/Research Analyst has been engaged in market making activity for the subject company. No 
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