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3-in-1 TRADER MODEL
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THE PRUDEN MODELTHE PRUDEN MODEL
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THREE DEEP AT EVERY POSITIONTHREE DEEP AT EVERY POSITION
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WYCKOFF THEORYWYCKOFF THEORY

Accumulation: The establishment of an investment or speculative Accumulation: The establishment of an investment or speculative position by position by 
professional interests in anticipation of an advance in price.professional interests in anticipation of an advance in price.

Markup: A sustained upward price movement.Markup: A sustained upward price movement.
Distribution: The elimination of a long investment or speculativDistribution: The elimination of a long investment or speculative position.e position.
Markdown: A sustained downward price movement.Markdown: A sustained downward price movement.
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1. The Law of Supply and Demand – states that when demand is greater 
than supply, prices will rise, and when supply is greater than demand, 
prices will fall.
Here the analyst studies the relationship between supply vs. demand 
using price and volume over time as found on a barchart.
2. The Law of Effort vs. Results – divergencies and disharmonies between 
volume and price often presage a change in the direction of the price 
trend. The Wyckoff
“Optimism vs. Pessimism” index is an on-balanced-volume type indicator 
helpful for identifying accumulation vs. distribution and gauging effort.
3. The Law of Cause and Effect – postulates that in order to have an 
effect on you must first have a cause, and that effect will be in proportion 
to the cause. This law’s operation can be seen working as the force of 
accumulation or distribution within a trading range works itself out in the 
subsequent move out of that trading range. Point and figure chart counts 
can be used to measure this cause and project the extent of its effect.

WYCKOFF LAWS AND TESTS
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WYCKOFF LAWS: LAW OF EFFORT vs. RESULTWYCKOFF LAWS: LAW OF EFFORT vs. RESULT
LAW OF SUPPLY AND DEMANDLAW OF SUPPLY AND DEMAND
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THE NINE CLASSIC BUYING TESTS
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Trader Psychology and Mental Discipline
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Putting it all together: Ten Principles for a 
Trader to Live By
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