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Bear Market Traps in Crypto 08-02-2026: 
A bull trap is a deceptive price pattern that tricks traders into believing an uptrend 

is beginning or continuing when the underlying momentum is actually bearish.  

When the price of a cryptocurrency suddenly rises above a key price level (called 

“resistance“; a price where selling has historically stopped further gains), it attracts 

excited buyers thinking “the breakout is real,” but when the price quickly falls back below 

that level, those late buyers are left with losses. 

The trap typically forms when prices break a well-watched resistance level on 

weak or average volume, show little follow-through, and then quickly close back inside 

the previous range.  

Bull traps typically happen when the price uptick happens on low trading volume 

(not many people buying), the price quickly falls back below that key level, or when 

whales or traders with leverage positions are artificially pushing the price up just to profit 

from the rush of buyers. While bull traps can occur in any market condition, they appear 

most frequently during downtrends or bear markets, where brief upward movements 

create false hope of recovery. A bear trap is a deceptive price pattern that tricks traders 

into believing a downtrend is beginning or continuing when the underlying momentum is 

actually bullish.  

This occurs when the price of a cryptocurrency temporarily drops below a 

significant support level (the price point where buying demand creates a “floor” that 

prevents further price declines), prompting bearish traders to open short positions or 

panic-sell their holdings, only to see the price reverse sharply upward. 

Bear traps happen when too many traders bet on the price falling (taking ‘short’ 

positions). When this happens, bearish traders pay fees that go directly to bullish 

traders—this is called a negative funding rate. When the price suddenly reverses and 

starts rising instead, these short positions automatically close at a loss, forcing a 

massive sell-off that pushes the price even higher. 
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