
Cup and Handle: A Powerful 
Bullish Pattern
This presentation explores the Cup and Handle pattern, a popular 
technical analysis tool used to identify potential bullish price movements 
in financial markets. It offers a deeper understanding of the pattern's 
formation, its confirmation signals, real-world examples, and key 
considerations for successful implementation.
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Understanding the "Cup" Formation

Cup Shape

The "cup" represents a period of price consolidation, with a 
rounded bottom signaling a potential reversal of the prior 
downward trend.

Key Characteristics

Depth, duration, and smoothness are crucial. Ideally, the 
cup's depth is 1/3 to 1/2 of the prior uptrend, its duration can 
range from weeks to months, and its bottom is gradual and 
rounded.
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The "Handle" Formation

Handle

The "handle" is a slight downward drift or consolidation after 
the cup formation. It typically takes the form of a flag or 
pennant and retraces no more than 38.2% of the cup's 
height.

Key Characteristics

The handle has a shorter duration than the cup, with a 
downward slope. It should ideally retrace no more than 
38.2% of the cup's height.
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Confirmation and Breakout

1 Increased volume during the breakout signals stronger conviction 
in the price movement.

2 The breakout point typically occurs above the high of the handle, 
confirming the pattern's validity.

3 The price target is often projected by measuring the depth of the 
cup and adding it to the breakout point.

4 Setting a stop-loss order just below the handle helps to manage 
risk in case of a reversal.
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Volume Analysis

Volume Confirmation

Higher volume during the breakout 
confirms the pattern's validity, 
suggesting stronger conviction from 
market participants.

Decreasing Volume

Decreasing volume during the 
handle formation is also a positive 
sign, indicating decreasing selling 
pressure.

Indicators

On-Balance Volume (OBV) or Volume 
Price Trend (VPT) indicators can 
further confirm the breakout by 
providing additional insights into 
volume trends.
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Real-World Examples

Google (GOOGL) in 2017

The Cup and Handle pattern led to 
a 25% gain in 6 months, 
demonstrating its potential for 
substantial price gains.

Amazon (AMZN) in 2019

The breakout resulted in a 30% 
increase over the following year, 
showcasing the pattern's ability to 
predict long-term price 
movements.

https://gamma.app/?utm_source=made-with-gamma


Common Pitfalls

1 False Breakouts

Watch for lack of volume and quick reversals, which often 
indicate false breakouts.

2 Deep Handles

Handles that are too deep indicate weakness and suggest a 
potential failure of the pattern.

3 Sharp Cups

Cups that are too sharp (V-shaped) are less reliable than 
rounded bottoms, as they often result in false breakouts.

4 Confirmation

Wait for a clear breakout before entering a trade. Avoid 
jumping the gun based on early signs.

https://gamma.app/?utm_source=made-with-gamma


Conclusion

1
Key Takeaways

The Cup and Handle is a powerful pattern for identifying 
potential bullish price movements.

2
Confirmation

Confirm the pattern using volume, breakout above the 
handle, and technical indicators like OBV or RSI.

3
Risk Management

Use stop-loss orders and appropriate position sizing to 
manage risk.
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