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Alexander Elder: Trading for a Living - A Deep Dive into
His Strategies

Introduction:

Dreaming of trading for a living? Many aspire to it, but few achieve sustainable success. Alexander
Elder, a renowned trader and author, provides a roadmap, albeit a challenging one. This in-depth blog
post explores Elder's philosophies, strategies, and the realistic expectations involved in pursuing a
trading career based on his teachings. We'll dissect his key principles, examine the potential pitfalls,
and offer insights into how you can incorporate his wisdom into your own trading journey. Whether
you're a seasoned trader or just starting out, understanding Elder's approach is crucial for navigating
the complexities of the financial markets.

Understanding Alexander Elder's Trading Philosophy

Alexander Elder isn't just a trader; he's a psychologist and a teacher. His approach transcends simple
technical analysis; it emphasizes the importance of risk management, emotional discipline, and a
holistic understanding of market dynamics. He stresses the need for a comprehensive trading plan,
incorporating money management techniques that protect your capital.

The Three-Screen System: A Cornerstone of Elder's Approach

Elder's famed "Three-Screen System" is arguably his most significant contribution. It uses three
distinct charts - short-term (e.qg., daily), intermediate-term (e.g., weekly), and long-term (e.qg.,
monthly) - to identify trends and potential entry/exit points. This multi-timeframe approach helps to
filter noise, confirm signals, and manage risk effectively.

Screen 1: Short-Term Chart - Identifying Immediate
Opportunities

The short-term chart focuses on identifying immediate trading opportunities. Traders utilizing this
screen often look for candlestick patterns, momentum indicators (like RSI or MACD), and
support/resistance levels to pinpoint entry and exit points. This screen requires vigilance and quick
decision-making.

Screen 2: Intermediate-Term Chart - Confirming Trends

The intermediate-term chart helps confirm the short-term signals. It provides a broader perspective
on the trend, allowing traders to assess the viability of a trade before committing capital. This screen
helps to filter out false signals that might appear on the short-term chart.



Screen 3: Long-Term Chart - Defining the Overall Market
Context

The long-term chart provides the overall context for the market. It helps identify the prevailing trend
(bullish, bearish, or sideways) and determines whether the short-term and intermediate-term signals
align with the larger picture. This strategic layering minimizes emotional trading decisions.

Beyond the Three Screens: Essential Elements of
Elder's Trading

While the Three-Screen System is crucial, it's only part of Elder's comprehensive approach.
Risk Management: The Cornerstone of Sustainable Trading

Elder emphasizes the paramount importance of risk management. He advocates for strict position
sizing and stop-loss orders to protect capital from significant losses. His philosophy isn't about
maximizing profits; it's about preserving capital and consistently generating small, manageable gains.

Emotional Discipline: The Psychological Aspect of Trading

Trading is as much a psychological battle as it is a technical one. Elder highlights the crucial role of
emotional discipline in successful trading. He teaches traders to manage fear and greed, avoid
overtrading, and stick to their trading plan regardless of market fluctuations.

The Importance of Continuous Learning

The market is constantly evolving, and successful traders must adapt. Elder stresses the importance
of continuous learning, staying updated with market trends, and constantly refining their trading
strategies. This involves reading market analysis, attending webinars, and engaging with other
experienced traders.

The Challenges of Trading for a Living: A Realistic
Perspective

While Elder's strategies offer a valuable framework, trading for a living is incredibly challenging. It
demands dedication, discipline, continuous learning, and a high tolerance for risk. It's not a get-rich-
quick scheme; it's a career that requires significant time, effort, and potentially significant losses
before consistent profitability is achieved.

Conclusion

Alexander Elder's approach to trading offers a structured and insightful path for those aspiring to



trade for a living. His emphasis on risk management, emotional control, and the Three-Screen System
provides a robust framework. However, success requires unwavering discipline, continuous learning,
and a realistic understanding of the challenges involved. Don't view this as a guaranteed path to
riches, but rather as a powerful toolkit to improve your trading skills and increase your chances of
long-term success.

FAQs

1. Is Alexander Elder's system suitable for all types of markets (Forex, Stocks, Futures)? While
adaptable, the principles of risk management and multi-timeframe analysis apply across various
markets. However, specific indicators and strategies may need adjustments depending on the
market's characteristics.

1. How much capital is necessary to start trading using Elder's methods? There's no magic
number. Start with an amount you can comfortably afford to lose, focusing on mastering the
strategies before scaling up. Small account sizes allow for practicing risk management without
significant financial repercussions.

1. Does Elder's system guarantee profitability? No trading system guarantees profitability. Markets
are inherently unpredictable, and even the best strategies experience drawdowns. Consistent
profitability relies on skill, discipline, and adherence to a well-defined trading plan.

1. How much time commitment is required to trade successfully using Elder's strategies?
Successful trading requires significant time commitment. This includes market research, chart
analysis, backtesting, and continuous learning. It's not a passive income stream.

1. Where can | learn more about Alexander Elder's trading strategies? His books, Come into My
Trading Room, Trading for a Living, and The New Sell & Sell Short provide comprehensive
insights into his methodologies. Numerous online resources and trading communities also offer
discussions and analyses of his work.

Additional Resources
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