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trading for a living by alexander elder is a seminal work that has influenced countless traders around the
globe. This book offers a comprehensive guide to the psychology, tactics, and risk management techniques
essential for success in the financial markets. Alexander Elder, a professional trader and psychiatrist, merges
psychological insights with practical trading strategies, making complex concepts accessible to traders of all
levels. The book emphasizes discipline, emotional control, and the importance of a well-structured trading
plan. It also introduces valuable tools such as the Triple Screen Trading System and detailed methods for
managing risk effectively. This article delves into the key components of Elder’s approach, highlighting
how his teachings can help traders build sustainable profitability. Below is a detailed outline of the topics

covered.

e Overview of Alexander Elder’s Trading Philosophy

The Role of Psychology in Trading

Technical Analysis and Trading Systems

Risk Management Strategies

Practical Tips for Implementing Elder’s Methods

Overview of Alexander Elder’s Trading Philosophy

Alexander Elder’s trading philosophy is grounded in the integration of psychology, technical analysis, and
risk management. His approach is designed to create a balanced, disciplined trader who can navigate the
complexities of the markets with confidence. One of the main principles is that successful trading requires a
trader to master themselves before mastering the markets. Elder stresses the importance of combining

multiple analytical perspectives to reduce false signals and enhance trade accuracy.

Integration of Psychology, Trading Systems, and Risk Control

The core of Elder’s philosophy is the triad of mind, method, and money. The mind refers to the trader’s
psychological state, method to the trading system and technical analysis tools, and money to risk
management and position sizing. Only when these three elements work harmoniously can a trader expect
consistent results. This holistic approach differentiates Elder’s methodology from purely technical or purely

psychological trading systems.



Significance of Discipline and Consistency

Discipline is a recurring theme in trading for a living by Alexander Elder. He emphasizes that without
strict adherence to one’s trading rules, emotions such as fear and greed will undermine decision-making.
Consistency in following a tested trading plan is what separates profitable traders from amateurs. Elder

advocates for routine record-keeping and introspection to maintain discipline and improve over time.

The Role of Psychology in Trading

Psychology forms the foundation of Elder’s trading system. He asserts that emotional control is crucial for
surviving and thriving in the markets. Emotional biases such as overconfidence, fear, and impatience often
cause traders to deviate from their plans, leading to losses. Elder uses his background as a psychiatrist to

explain common psychological pitfalls and offers practical advice to counteract them.

Common Psychological Barriers

Some of the most prevalent psychological barriers include:

Fear of losing money

Greed-driven overtrading

¢ Revenge trading after losses

Confirmation bias in market analysis

Impatience in waiting for setups

Elder highlights that awareness of these biases is the first step to overcoming them. Traders must cultivate

patience and emotional detachment to execute trades objectively.

Techniques to Improve Mental Discipline

To enhance mental discipline, Elder recommends practices such as journaling trades, meditation, and
setting realistic expectations. He also stresses the importance of taking breaks to avoid burnout. By
monitoring emotional responses and maintaining a calm mindset, traders can improve decision-making and

reduce impulsive actions.



Technical Analysis and Trading Systems

Trading for a living by Alexander Elder provides in-depth coverage of technical analysis tools and trading
systems that help identify high-probability trades. Elder’s Triple Screen Trading System is one of the
book’s most renowned contributions, offering a multi-timeframe approach to market analysis. He combines

trend-following indicators with oscillators to filter out noise and identify optimal entry points.

The Triple Screen Trading System

The Triple Screen system uses three different timeframes to analyze the market:

1. First Screen: Identify the primary trend using a longer timeframe chart.

2. Second Screen: Use an oscillator on an intermediate timeframe to detect corrections or counter-trend

movements.

3. Third Screen: Use a short-term chart for precise entry signals.

This layered approach helps traders avoid false signals and trade with the dominant market trend.

Key Technical Indicators Used

Elder favors several indicators for their reliability and effectiveness, including:

e Moving averages to identify trend direction

MACD (Moving Average Convergence Divergence) for momentum

Force Index for volume and price strength

Stochastic Oscillator for overbought or oversold conditions

These tools combined provide a comprehensive view of market conditions, helping traders time their

entries and exits more effectively.

Risk Management Strategies

Effective risk management is a cornerstone of trading for a living by Alexander Elder. He teaches that



protecting capital is more important than chasing profits. Proper risk control ensures that losses are limited
and that gains can accumulate over time. Elder introduces position sizing rules and stop-loss techniques to

help traders manage risk systematically.

Position Sizing and Money Management

Position sizing is critical to maintaining consistent risk levels. Elder recommends risking only a small
percentage of the trading capital on any single trade, generally between 1% and 2%. This approach
minimizes the impact of losing trades on the overall portfolio. He also discusses scaling in and out of

positions to optimize risk/reward ratios.

Use of Stop-Loss Orders

Stop-loss orders are essential tools in Elder’s risk management system. They prevent small losses from
turning into catastrophic ones by automatically closing losing trades at predetermined levels. Elder advises
placing stops based on technical support and resistance levels rather than arbitrary amounts, ensuring stops

are logically placed according to market structure.

Risk/Reward Ratio Considerations

Maintaining a favorable risk/reward ratio is another principle Elder emphasizes. Trades should aim for
profits that are at least two to three times greater than the potential loss. This ratio ensures that even a
lower win percentage can result in overall profitability. Combining this with disciplined trade execution is

key to long-term success.

Practical Tips for Implementing Elder’s Methods

Applying the concepts from trading for a living by Alexander Elder requires a systematic and patient
approach. Traders must develop personalized routines and continuously evaluate their performance to

benefit fully from Elder’s teachings.

Maintaining a Trading Journal

Elder strongly advocates maintaining a detailed trading journal. Recording the reasoning behind each trade,
emotions felt during the trade, and the outcome helps identify patterns and areas for improvement. A

journal promotes accountability and self-awareness, critical for refining one’s trading approach.



Developing a Trading Plan

A comprehensive trading plan outlines entry and exit criteria, risk parameters, and trading goals. Elder’s
methods emphasize the importance of adhering strictly to this plan to avoid emotional decision-making.
The plan should be reviewed regularly and updated based on evolving market conditions and personal

experience.

Continuous Learning and Adaptation

The markets are dynamic, and successful traders must adapt accordingly. Elder encourages ongoing
education, backtesting strategies, and staying informed about market developments. Traders should also be
willing to adjust their systems as needed while maintaining core discipline and risk management

principles.

Frequently Asked Questions

What is the main focus of Alexander Elder's book 'Trading for a Living'?

The main focus of "Trading for a Living' is to provide traders with practical advice on trading psychology,

trading tactics, and risk management to become consistently profitable in the financial markets.

What are the three M's emphasized by Alexander Elder in 'Trading for a
Living'?
The three M's emphasized by Alexander Elder are Mind, Method, and Money, which represent trading

psychology, trading strategy, and money management, respectively.

How does Alexander Elder suggest traders manage risk in "Trading for a
Living'?

Elder suggests using strict stop-loss orders, limiting the size of each trade to a small percentage of the

trading capital, and maintaining discipline to protect capital and manage risk effectively.

‘What role does psychology play in 'Trading for a Living'?

Psychology plays a crucial role; Elder explains that controlling emotions like fear and greed, maintaining

discipline, and developing a trader's mindset are essential for successful trading.



Does "Trading for a Living' cover technical analysis?

Yes, the book covers technical analysis tools such as charts, indicators, and patterns to help traders identify

trading opportunities and make informed decisions.

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

The Triple Screen Trading System is a method Elder introduced that uses multiple time frames and

indicators to filter trades, improving the accuracy and timing of trade entries and exits.

Is 'Trading for a Living' suitable for beginner traders?

Yes, "Trading for a Living' is suitable for beginners as it explains fundamental concepts clearly, but it also

offers advanced insights valuable to experienced traders.

How does Alexander Elder recommend handling losses in trading?

Elder recommends accepting losses as a natural part of trading, cutting them quickly with stop-loss orders,

learning from mistakes, and not letting emotions affect future trades.

Additional Resources

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

This classic book by Alexander Elder delves into the essential components of successful trading. It covers
the psychological aspects of trading, effective tactics for entering and exiting markets, and prudent money
management strategies. Elder emphasizes discipline and mental control as keys to long-term profitability.
The book is highly regarded for its practical insights and clear explanations, making it a must-read for

traders at all levels.

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

In this comprehensive guide, Elder opens the door to his trading world, sharing detailed strategies and
practical advice. The book covers everything from the basics of market mechanics to advanced trading
techniques, including charting and indicators. It also stresses the importance of a trading plan and emotional
discipline. Readers gain a holistic understanding of the trading profession and how to build a sustainable

career.

3. The New Trading for a Living

An updated version of Elder’s seminal work, this book incorporates new research, tools, and technology
relevant to today's markets. Elder revisits core concepts such as psychology, tactics, and money
management with fresh insights and examples. The addition of modern trading platforms and electronic

trading environments makes it particularly useful for current traders. It remains a definitive resource for



developing a professional trading mindset.

4. Alexander Elder's Study Guide for Trading for a Living

This study guide complements Elder's main works by providing exercises, quizzes, and practical
assignments designed to reinforce key concepts. It helps traders deepen their understanding of market
psychology, trading tactics, and risk management through interactive learning. The guide is ideal for those
who want to apply Elder’s principles systematically and track their progress. It serves as an excellent tool

for both self-study and classroom settings.

5. Mind over Markets: Power Trading with Market Generated Information

Though primarily authored by James F. Dalton, Alexander Elder often references this book for its insights
into market profile trading. It focuses on understanding market behavior through volume and price
analysis rather than relying solely on traditional charts. Traders learn to interpret market-generated
information to make more informed decisions. The book complements Elder’s psychological and tactical

approaches by emphasizing market structure.

6. Entries & Exits: Visits to 16 Trading Rooms

‘While this book is by Linda Raschke, Alexander Elder’s trading philosophies are frequently cited for
context. It offers a behind-the-scenes look at how professional traders operate, highlighting various entry
and exit strategies. The real-world examples provide practical lessons that align with Elder’s emphasis on
discipline and money management. It’s valuable for traders seeking to understand execution techniques in

live markets.

7. The Psychology of Trading: Tools and Techniques for Minding the Markets

This book, authored by Brett N. Steenbarger, complements Elder’s focus on trading psychology by offering
additional tools and exercises. It explores emotional regulation, cognitive biases, and mental resilience in the
trading environment. Steenbarger’s work reinforces Elder’s principle that psychological mastery is as

important as technical skill. Traders benefit from a broader perspective on cultivating the right mindset.

8. Technical Analysis of the Financial Markets

John J. Murphy’s comprehensive guide to technical analysis supports many of Elder’s tactical
recommendations. It covers chart patterns, indicators, and trading systems that form the foundation of
Elder’s trading tactics. Understanding these technical tools helps traders implement Elder’s strategies more

effectively. The book is widely regarded as a fundamental resource for mastering market analysis.

9. Market Wizards: Interviews with Top Traders

Written by Jack D. Schwager, this collection of interviews provides insights into the mindset and methods
of successful traders. Many concepts echo Elder’s emphasis on psychology, discipline, and risk management.
The diverse experiences shared offer practical wisdom and inspiration for traders striving to trade for a

living. It serves as an excellent companion to Elder’s instructional works.
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