alexander elder trading for a living

alexander elder trading for a living is a renowned concept in the world of
financial markets, introduced by Dr. Alexander Elder, a professional trader
and author. This approach combines technical analysis, psychology, and risk
management to create a comprehensive trading methodology. The principles
outlined in Elder’s work have helped traders worldwide understand market
dynamics and improve their trading discipline. This article explores the core
ideas behind Alexander Elder trading for a living, including his trading
systems, key indicators, psychological insights, and money management
strategies. By integrating these components, traders can develop a structured
and profitable approach to the markets. The following sections will delve
into Elder’s background, his well-known Triple Screen trading system, trading
psychology, risk control, and practical tips for applying his methods
effectively.
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Alexander Elder: Background and Contributions

Alexander Elder is a professional trader, psychiatrist, and author who has
significantly influenced modern trading education. His unique combination of
psychiatric expertise and market experience allows him to emphasize the
psychological aspects of trading alongside technical analysis. Elder’s
seminal book, Trading for a Living, published in the 1990s, remains a
foundational resource for traders seeking to improve their strategies and
mental resilience. His work advocates a holistic approach that incorporates
market analysis, trading psychology, and strict money management rules,
distinguishing him from many other trading educators.

The Triple Screen Trading System

The Triple Screen Trading System is one of Alexander Elder’s most famous



contributions to technical trading. This system uses multiple time frames to
identify high-probability trade setups by filtering out market noise and
confirming trends. The concept involves analyzing the market through three
separate “screens” or indicators applied to different time frames, generally
a long-term, intermediate-term, and short-term chart. This multi-time frame
analysis helps traders spot trend direction, momentum, and entry signals more
effectively.

First Screen: Trend Identification

The first screen focuses on identifying the primary market trend using longer
time frames, such as daily or weekly charts. Elder recommends using tools
like moving averages or the MACD (Moving Average Convergence Divergence) to
detect whether the market is in an uptrend, downtrend, or sideways movement.
Recognizing the dominant trend is crucial, as it sets the overall context for
trade decisions.

Second Screen: Market Momentum

The second screen examines intermediate-term momentum to detect potential
counter-trend moves or corrections. Oscillators such as the Force Index or
Stochastic indicators are commonly used to find overbought or oversold
conditions. This step helps traders avoid entering trades against strong
momentum and identifies potential reversal points.

Third Screen: Precise Entry Timing

The final screen involves short-term charts and indicators to time exact
entry and exit points. This screen is designed to optimize trade execution
and reduce risk by confirming signals from the first two screens. Traders
might use short-term oscillators or candlestick patterns to pinpoint entries
aligned with the prevailing trend and momentum.

Key Indicators Used by Alexander Elder

Alexander Elder’s trading approach relies on a combination of technical

indicators that complement each other and provide a comprehensive market
view. These indicators are carefully chosen to enhance trend detection,

momentum measurement, and trade timing.

e Moving Averages: Used to smooth price data and identify trend direction.

* MACD (Moving Average Convergence Divergence): Helps detect trend
strength and reversals.



e Force Index: Measures the power behind price movements by combining
volume and price changes.

e Stochastic Oscillator: Identifies overbought and oversold market
conditions.

* Relative Strength Index (RSI): Another momentum oscillator to assess
market strength.

These tools work synergistically within the Triple Screen system and other
strategies proposed by Elder, allowing traders to make well-informed
decisions based on multiple technical perspectives.

Trading Psychology and Discipline

A central pillar of Alexander Elder trading for a living is the emphasis on
trading psychology. Elder stresses that successful trading is as much about
controlling emotions and maintaining discipline as it is about technical
analysis. He identifies common psychological pitfalls such as fear, greed,
and impatience that can sabotage trading results. By understanding and
managing these emotions, traders can maintain objectivity and execute their
strategies consistently.

Emotional Control

Dr. Elder advocates for self-awareness and emotional regulation techniques to
overcome impulsive decisions and stress. Keeping a trading journal, reviewing
trades, and developing a routine are some of the methods he suggests to build
emotional resilience.

Discipline and Routine

Discipline is critical in following trading plans and risk management rules.
Elder encourages traders to create systematic approaches, avoid chasing the
market, and stick to predefined entry and exit criteria. Maintaining
discipline reduces the chances of costly mistakes and improves long-term
profitability.

Risk Management and Money Management

Risk control is another fundamental aspect of Alexander Elder trading for a
living. Proper money management protects trading capital and ensures
longevity in the markets. Elder recommends setting strict stop-loss orders,



risking only a small percentage of trading capital per trade, and adjusting
position sizes based on volatility and confidence levels.

Key Money Management Principles

1. Risk no more than 1-2% of capital on any single trade.

2. Use stop-loss orders to limit potential losses.

3. Adjust position size according to market volatility.

4. Maintain a risk-reward ratio that justifies taking the trade.

5. Keep detailed records to analyze and improve risk strategies.

These principles help preserve capital during losing streaks and compound
gains during profitable periods, which is essential for sustainable trading
success.

Practical Application of Alexander Elder’s
Strategies

Implementing Alexander Elder trading for a living requires discipline,
education, and practice. Traders should start by thoroughly studying Elder's
methodologies, particularly the Triple Screen system and psychological
insights. Backtesting strategies on historical data and simulating trades can
build confidence and understanding before committing real capital.

Steps to Get Started

Learn the basics of technical analysis and familiarize yourself with
Elder’s key indicators.

Practice identifying trends and momentum using multiple time frames.

Develop a trading plan incorporating entry, exit, and risk management
rules.

Maintain a trading journal to track performance and emotional control.

Continuously review and refine strategies based on trading outcomes.



By adhering to these steps, traders can harness the power of Alexander Elder
trading for a living principles to improve their trading discipline,
consistency, and profitability over time.

Frequently Asked Questions

Who 1is Alexander Elder and what is he known for in
trading?

Alexander Elder is a professional trader, author, and educator known for his
books on trading psychology, technical analysis, and trading systems. He is

best known for his book 'Trading for a Living,' which provides comprehensive
guidance on trading and investing.

What are the key principles of trading outlined by
Alexander Elder in 'Trading for a Living'?

In 'Trading for a Living,' Alexander Elder emphasizes three key principles:
psychology (managing emotions and discipline), trading tactics (technical
analysis and charting), and risk management (protecting capital and
positioning).

How does Alexander Elder suggest traders manage
risk?

Alexander Elder advocates for strict risk management by using stop-loss
orders, risking only a small percentage of capital on each trade (typically
1-2%), and adjusting position sizes based on market volatility to protect
against large losses.

What is the 'Triple Screen Trading System’
introduced by Alexander Elder?

The Triple Screen Trading System is a method developed by Alexander Elder
that uses three different timeframes to analyze the market: a long-term trend
filter, an intermediate-term oscillator for entry signals, and a short-term
timeframe for precise trade timing, which helps improve trade accuracy.

How important is psychology in trading according to
Alexander Elder?

Alexander Elder considers psychology the most critical aspect of trading. He
believes that managing emotions such as fear and greed, developing
discipline, and maintaining a trader’s mindset are essential for consistent
profitability.



What technical indicators does Alexander Elder
recommend in 'Trading for a Living'?

Alexander Elder recommends using indicators such as the Moving Average
Convergence Divergence (MACD), Force Index, and Elder-Ray Index to help
identify trends, momentum, and potential reversals in the market.

Can beginners benefit from Alexander Elder’s
'Trading for a Living'?

Yes, beginners can benefit greatly from 'Trading for a Living' as it covers
foundational topics including trading psychology, technical analysis, risk
management, and practical trading strategies, making it a comprehensive guide
for new traders.

Has Alexander Elder’s trading approach evolved with
new market conditions?

While the core principles of Alexander Elder's approach remain relevant, he
has adapted his strategies over time to incorporate new technologies, trading
platforms, and evolving market conditions, emphasizing continual learning and
adaptation for traders.

Additional Resources

1. Trading for a Living: Psychology, Trading Tactics, Money Management

This foundational book by Dr. Alexander Elder delves into the three critical
components of successful trading: psychology, tactics, and money management.
It offers practical advice on how to develop discipline and emotional control
while trading. Elder also explains technical analysis tools and provides
strategies for managing risk effectively.

2. The New Trading for a Living

An updated version of Elder’s classic, this book incorporates new research
and trading tools. It emphasizes the importance of psychological discipline,
updated trading tactics, and advanced money management techniques. Readers
gain insights into modern market behavior and how to adapt trading strategies
accordingly.

3. Come Into My Trading Room: A Complete Guide to Trading

In this comprehensive guide, Elder shares his personal trading experiences
and detailed strategies. The book covers everything from setting up a trading
business to mastering technical analysis and risk control. It is designed to
help traders build a structured approach and develop a professional mindset.

4. The Psychology of Trading: Tools and Techniques for Minding the Markets
While not authored by Elder, this book complements his work by focusing
deeply on trading psychology. It explores emotional challenges traders face



and offers practical techniques to overcome fear and greed. The book serves
as an excellent companion for those who want to enhance their mental edge in
trading.

5. Entries & Exits: Visits to 16 Trading Rooms

This book offers a unique perspective by providing real-world examples of
trading setups and strategies. Elder guides readers through detailed case
studies of traders’ decision-making processes. It helps readers understand
practical applications of trading theories and the importance of timing.

6. Enhancing Trader Performance: Proven Strategies From the Cutting Edge of
Trading Psychology

Though authored by Brett Steenbarger, this text aligns well with Elder’s
emphasis on psychology. It presents research-based methods to improve
performance and manage emotions under pressure. Traders learn to develop
routines and habits that foster consistent profitability.

7. Technical Analysis of the Financial Markets

By John J. Murphy, this book is often recommended alongside Elder’s works for
its comprehensive coverage of technical analysis. It serves as a detailed
reference for chart patterns, indicators, and market theory. Traders using
Elder’s methods will find Murphy’s explanations valuable for enhancing their
technical skills.

8. Market Wizards: Interviews with Top Traders

This collection of interviews with successful traders provides insights into
the mindset and strategies of market experts. It complements Elder’s focus on
trading psychology and tactics by showcasing diverse approaches to trading.
Readers gain inspiration and practical lessons from real trading experiences.

9. The Disciplined Trader: Developing Winning Attitudes

Written by Mark Douglas, this book emphasizes the psychological discipline
required in trading, a core theme in Elder’s teachings. It helps traders
understand how beliefs and attitudes impact market behavior and decision-
making. The book offers exercises to cultivate a disciplined and confident
trading mindset.
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