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TRADING PIONEER | SYSTEMATIC FUTURES TREND FOLLOWING

Richard Donchian
Turned Trend
Following From a
Trader's Instinct
Into a
Managed-Futures
Blueprint
Richard Donchian built the first publicly managed futures fund,
codified rules for following price trends, and gave later
systematic traders a durable but unforgiving language for risk.
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Richard Donchian's career is defined by
rules-based trend following, diversified

futures trading, and the early
architecture of managed futures.

In brief
Richard Davoud Donchian was a trading pioneer whose career bridged old Wall Street chart reading, postwar
commodity speculation, and the rise of systematic managed futures. Born in Hartford in 1905 and trained at Yale, he
entered markets after reading Reminiscences of a Stock Operator and after suffering losses in the 1929 crash. He
went on to create Futures Inc., a pioneer publicly held commodity fund, write the long-running Commodity Trend
Timing letter, popularize rules built around moving averages and breakouts, and influence later generations of
commodity trading advisers. His story is not a simple triumph. His first public fund arrived before the industry was
ready and before his rules had fully matured. Yet his central insight, that markets can be traded by accepting trends
rather than forecasting value, became one of the organizing principles of modern systematic trading.

• Donchian helped create the managed-futures category by launching Futures Inc., a pioneer public commodity fund
based on diversification across futures markets.

• His method replaced prediction with rules: trade with the prevailing price trend, cut losses quickly, and allow
sustained moves to continue until objective evidence of reversal appears.

• The Donchian Channel and the four-week rule distilled his approach into a breakout framework that later traders
could code, test, and scale.

• His early public fund was not a clean commercial success, which makes his legacy more instructive than heroic: the
idea outlived the first vehicle built to express it.

• Modern academic evidence on time-series momentum and long-run trend following gives Donchian's old intuition a
more formal statistical footing, while also showing the strategy's dependence on diversification, risk control, costs,
and investor patience.
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Performance markers
Futures Inc. launch 1948 or 1949

Donchian's foundation biography dates the creation of Futures Inc. to
1948, while CME Group describes the first publicly managed futures
fund as started in 1949 after regulatory authority was secured the prior
year.

Commodity Trend Timing 19 years
Donchian began writing the weekly Commodity Trend Timing letter in
1960 and continued it for 19 years.

Managed futures industry size $750 million to $21 billion
The CFA Institute Research Foundation monograph reports managed
futures industry growth from about $750 million in 1980 to $21 billion in
1991.

Speculative managed futures
assets

$265 million to $13.6 billion
The same monograph reports the speculative portion of the managed
futures industry rising from $265 million in 1980 to $13.6 billion in
1991.

AQR long-run sample 67 markets, 1880 to 2016
AQR's Journal of Portfolio Management study constructed time-series
momentum evidence across 67 markets and a sample running from
1880 to the end of 2016.

Moskowitz-Ooi-Pedersen
sample

58 liquid futures instruments
The 2012 Journal of Financial Economics paper documented time-series
momentum across 58 liquid equity index, currency, commodity, and
bond futures instruments.

Charts and timelines
Risk

Whipsaw risk High

Correlation risk Material

Implementation risk Costs and fees matter

Early vehicle risk Commercially difficult

Timeline

Birth in Hartford Born

Yale economics degree B.A.

Wall Street role Hemphill, Noyes & Co.

Futures Inc. Pioneer public commodity fund

Hayden Stone and
newsletter

Commodity Trend Timing begins

Industry award Most Valuable Performer Award

CMT recognition Annual Award
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Philosophy

Cut losses Loss control first

Ride trends Do not cap gains early

Use objective channels Buy highs, sell lows

Diversify markets Trade across contracts

Performance

Managed futures industry About $750 million

Managed futures industry About $21 billion

Speculative industry
assets

About $265 million

Speculative industry
assets

About $13.6 billion

CTA assets cited by CME About $367 billion

The man who made the trend tradable
In the mythology of trading, Richard Davoud Donchian is often reduced to a formula: buy the breakout, sell the
breakdown, let the market tell its own story. That shorthand is useful but incomplete. Donchian's real contribution was
not a single indicator. It was the transformation of a speculator's habit into a portfolio discipline. He took the older
Wall Street idea that prices move in trends and made it suitable for managed money, commodity portfolios, client
accounts, published rules, and eventually computer code.

His career began in a world of paper charts, hand-kept ledgers, telephone orders, and commodity pits divided by
product loyalties. Grain men traded grain. Cotton men traded cotton. Metals specialists had their own lore. Donchian's
great break with that world was to think across contracts. He saw commodity futures not as isolated bazaars but as a
set of markets that could be traded under one risk framework. That was a radical premise in the 1940s, and it is the
premise behind much of the managed-futures industry that followed.

The outline of his life has an almost cinematic arc. Born in Hartford, Connecticut, in September 1905 to Armenian
immigrant parents, educated at Yale, pulled first into the family Oriental rug business, he became fascinated with
markets after reading the Livermore classic Reminiscences of a Stock Operator. The crash of 1929 supplied the
tuition. It made him suspicious of opinion and increasingly loyal to recorded price behavior. From that point forward,
he kept asking a question that later quants would pose in more sophisticated language: what can be acted on without
pretending to know the future?

The answer became trend following. Donchian did not claim that prices were rational, cheap, dear, or deserved. He
claimed they could move far enough, for long enough, to justify being followed. That simple idea helped shift futures
speculation from a personality-driven business toward a systematic one.

Why Donchian matters
Donchian matters because he stood at the hinge between technical analysis as craft and managed futures as
institution. Before the rise of quantitative funds, commodity trading advisers, and multi-asset trend programs, he had
already argued for rules, diversification, and disciplined exits. In 1948, he created Futures Inc., a pioneer publicly held
commodity fund built on diversification, an idea his foundation biography describes as new to that field. CME Group
describes Futures Inc. as the first publicly managed futures fund, started in 1949, after Donchian had secured
authority to manage a futures account.

That chronology places him well before the institutional wave. The CFA Institute Research Foundation's 1994
monograph on managed futures notes that the managed-futures industry emerged with Donchian's first commodity
fund and that the business did not really accelerate until the late 1970s and early 1980s. By the time pension funds,
major corporations, and organized CTA platforms entered the field, Donchian had been advancing the basic
architecture for decades.
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His significance also lies in the language he gave to trading. The instruction to cut losses and ride profits is older than
Donchian, but he embedded it in systems that could be followed across markets. The four-week rule, the
5-and-20-day moving-average method, the Donchian Channel, and the trading guides associated with his name all
attempted to remove the trader's ego from the decisive moment. They did not remove judgment entirely. They
narrowed its role.

That distinction is crucial. Donchian was not a modern quant in the sense of statistical arbitrage, machine learning, or
factor replication. He was a pre-computer systematic trader. His tools were simple because they had to be. Yet the
constraints of his era made his contribution cleaner. He showed that a method did not have to be complex to be
institutional. It had to be explicit, repeatable, diversified, and survivable.

From Hartford rugs to Wall Street charts
Donchian's background did not point inevitably toward commodities. His parents, Samuel B. Donchian and Armenouhi
A. Davoud, had migrated from the Armenian province of Turkey in the 1880s. Richard attended public schools in
Hartford, then the Taft School, and graduated from Yale in 1928 with a B.A. in economics. After college he entered the
family Oriental rug business, a trade that rewarded pattern recognition, patience, and close attention to quality. The
connection to markets was indirect, but the temperament was not.

His conversion came through reading and loss. Reminiscences of a Stock Operator, the fictionalized account
associated with Jesse Livermore, gave him a dramatic picture of speculation as observation, timing, and psychological
pressure. The 1929 crash gave him the opposite lesson: fascination without discipline is expensive. His foundation
biography says that after personal losses in the crash, he began studying technical analysis and price history,
concluding that chartists were the market participants who made sense to him.

By 1933, while still a vice president of the Samuel Donchian Rug Company, he was working as a securities analyst and
account executive at Hemphill, Noyes & Co. That overlap is revealing. He did not arrive on Wall Street as a young man
with nothing to lose. He carried a family business identity, an immigrant-family ethic, and a practical bent. He was not
trying to look like a theorist. He was trying to find rules that could keep a trader alive.

The early 1930s were also fertile ground for technical market services. Tape reading, Dow Theory, point-and-figure
charts, moving averages, and market letters were all part of a culture that sought order in price records. Much of it was
loose, subjective, and vulnerable to hindsight. Donchian's later work would retain the chartist's respect for price but
push toward mechanical definitions. In that sense, his mature philosophy began as a reaction against the vagueness of
the craft that first attracted him.

War, statistics, and the discipline of measurement
World War II interrupted Donchian's market career but deepened the habits that later defined it. His foundation
biography records that he participated in the invasion of Sicily and later served as an Air Force Statistical Control
Officer in the Pentagon. It is risky to overstate the influence of military statistical work on a trader's later system, but
the biographical continuity is suggestive. Donchian returned to markets with a stronger affinity for measurement,
classification, and process.

After the war, he worked as a private investment adviser and economic analyst, remaining self-employed until 1960.
This period is less famous than the Futures Inc. launch, but it is where the elements of his later doctrine took shape:
the distrust of opinion, the use of moving averages, the preference for broad diversification, and the belief that
commodities could be managed as a portfolio rather than traded as isolated hunches.

The postwar futures market was still far from today's electronic, multi-asset system. Financial futures did not yet
exist. Commodity contracts were tied to agricultural, metal, and other physical markets. A trader who spoke of
diversification in that field was not using the later language of modern portfolio theory; he was making a practical
argument that losses in one contract might be offset by opportunities in another. The logic was portfolio logic before
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the industry was ready to call it that.

Donchian's wartime and postwar years also help explain his later insistence on simple signals. A system had to be
usable under stress. It had to say when to get in, when to get out, and how to keep a losing idea from becoming a fatal
one. The elegance was not decorative. It was operational.

Futures Inc. and an idea before its market
In 1948, Donchian shifted his focus from securities to commodities and created Futures Inc. The fund's importance is
easier to see in retrospect than it was at the time. It applied a managed-money concept to futures, pooling public
capital for active trading in diversified commodity contracts. CME Group later summarized the innovation as bringing a
mutual-fund-like model into managed futures, while the CFA Institute Research Foundation described a commodity
fund as the futures markets' rough equivalent of a mutual fund.

The vehicle was early in nearly every respect. It predated the broad institutional acceptance of futures. It predated the
rise of liquid financial futures in stock indexes, bonds, and currencies. It predated the advisory infrastructure,
databases, consultants, and manager-of-managers platforms that later helped investors evaluate CTAs. It also
predated the academic work that would frame managed futures as a diversifier in traditional portfolios.

That timing created both legacy and difficulty. A later Forbes profile, excerpted by Michael Covel, described Futures
Inc. as the first publicly offered commodities fund and recounted that it came out at $10 a share, later fell
dramatically, and was eventually dissolved. The same account portrayed Donchian learning a hard lesson from early
commodity-value judgments, especially shorting markets because they seemed too high. The mature Donchian would
reject that instinct. There is no such thing as too high or too low in a trend-following system, only a price that is rising,
falling, or indecisive.

This is the central paradox of Donchian's career. His first public fund was historically important but not a clean
commercial vindication. The early product struggled; the architecture survived. For investors and traders, that makes
the story more useful. Innovation in markets often arrives before the surrounding plumbing, before the customer base,
and before the inventor has fully purged the habits the innovation is meant to replace.

The move from opinion to rules
The intellectual core of Donchian's method was a refusal to forecast. A fundamental trader might ask whether coffee,
copper, wheat, or bonds were cheap or expensive. Donchian's trend follower asked whether the price had confirmed a
direction. That shift sounds modest until money is at risk. To buy after a rise and sell after a fall violates the human
desire for bargains. It also violates the ego of the forecaster, who wants to be early rather than responsive.

His 1957 article, Trend-Following Methods in Commodity Price Analysis, became one of the classic statements of that
stance. Stig Ostgaard's historical essay quotes Donchian's principle that a good trend-following method should limit
the loss on any long or short position without limiting the gain. The practical implication is severe: the system must
tolerate many small embarrassments so that it remains present for the occasional large move.

Donchian's trading guides sharpened that ethic. StockCharts' presentation of the guides, first published in 1934 and
later adapted for commodities, highlights three themes: focus on the underlying trend, use volume and price behavior
to confirm, and treat ranges and consolidations as important patterns. The most famous general guide, cut losses and
let profits run, overrides the others because it governs survival.

The deeper philosophy is not that trend following knows more than fundamental analysis. It knows less, and admits it.
It trades the consequences of information rather than the information itself. Donchian's contribution was to make that
humility actionable. His rules did not require knowing why a crop, currency, or bond price was moving. They required
the trader to acknowledge that it was moving and to manage the position accordingly.
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The 5-and-20-day system
Donchian's 5-and-20-day moving-average system shows how far his work had moved beyond casual chart reading. A
moving average smooths price data; two moving averages create a basic way to distinguish shorter-term pressure
from a longer trend. Donchian's version was not merely a crossover toy. The surviving rules specify current basic
signals, today's close, 5-day and 20-day moving averages, penetration tests, exceptions, signal timing, and price-unit
definitions.

That complexity matters because it contradicts the caricature that early trend following was just buying any new high.
Donchian was trying to solve the same problems systematic traders still face: how to avoid whipsaw, how to define a
valid signal, how quickly to reverse, how to re-enter after being stopped out, and how to adapt rules across contracts
with different price scales. The details were mechanical because ambiguity is costly.

The system also reflects the trade-off at the heart of every trend model. Faster signals respond quickly but generate
more false starts. Slower signals miss less noise but give back more profit at turns. Donchian's use of both 5-day and
20-day averages can be read as an early attempt to balance sensitivity and persistence. It was not a search for perfect
foresight. It was an engineering compromise.

For modern readers, the rules can look quaint because they were designed for a market structure of weekly execution
conventions, holidays, and manual record-keeping. Yet the architecture is familiar: define the trend, size exposure,
control exits, specify exceptions, and document execution. Most systematic trading still begins with those verbs.

The channel that made breakouts visible
The Donchian Channel, often presented in charting platforms as a price channel, is the most compact expression of his
approach. StockCharts describes price channels as lines set above and below price, with the upper channel equal to
the high over a chosen period and the lower channel equal to the low over that period. A 20-day channel therefore
marks the highest high and lowest low of roughly a trading month. The indicator is sometimes referred to directly as
Donchian Channels.

The four-week rule applies the same spirit. The CMT Association's 2011 recognition of Donchian notes that he was
probably best known among market technicians for a rule that buys when prices reach a new four-week high and sells
when they reach a new four-week low. In its pure form, the system is always in the market, long or short. It does not
wait for a reason. It waits for a price threshold.

That simplicity is why the idea endured. A breakout rule can be explained to a client, coded by a programmer, tested
across markets, and audited after the fact. It also forces a painful discipline: the trader enters only after the market
has already moved. The method sacrifices the first part of a move in exchange for evidence that a move may exist. It
also exits after the turn has already begun, surrendering the top or bottom as the price of avoiding prediction.

The channel is not magic. In sideways markets, it can be a machine for buying highs and selling lows in rapid
succession. Its value appears when trends persist long enough to cover the cost of false signals. Donchian's genius
was not that he eliminated whipsaws. It was that he designed a framework in which whipsaws were treated as a
known business expense rather than a personal failure.

Diversification as a trading weapon
Donchian's insistence on diversification distinguished him from the commodity specialists of his time. Ostgaard's
essay quotes Donchian recalling that when he entered commodities, markets were divided into separate worlds of
cocoa, cotton, and grain. Donchian said he was almost the first to look at all commodities together and to take
diversified positions with the idea of cutting losses and following trends.
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That statement deserves attention because it links two ideas that are often separated: trend following and portfolio
construction. A breakout system on one market is fragile. A breakout system applied across many independent or
loosely related markets has a different return profile. It increases the chance that at least some markets will be
trending while others are choppy, provided position sizes and correlations are controlled.

The later managed-futures industry institutionalized that premise. The CFA Institute Research Foundation monograph
describes managed futures programs as active futures programs often trading a broad range of contracts, with growth
later tied to financial futures in stocks, bonds, and currencies. CME Group's managed-futures overview likewise frames
the category as professional managers assembling diversified futures portfolios rather than traditional stock and bond
portfolios.

Donchian did not have today's menu of liquid contracts. He worked before stock-index futures, before modern
Treasury futures depth, before currency futures became central to macro trading. That makes his diversification
argument more striking. He saw the portfolio before the market fully existed. Later trend followers would expand the
universe; Donchian supplied the grammar.

Commodity Trend Timing and the market letter as institution
In 1960, Donchian joined Hayden Stone as Director of Commodity Research. From then until his death on April 24,
1993, he remained associated with Hayden Stone and successor firms, including Shearson Lehman Brothers, where
he became a senior vice president. That year also marked the beginning of Commodity Trend Timing, his weekly
technical newsletter, which he continued to author for 19 years.

The newsletter mattered because it made a method public, regular, and accountable. A market letter is not a fund
record, but it is a discipline. It forces the writer to state a view, define signals, and revisit them. Donchian's letter was
based on his 5-and-20-day moving-average method, according to his foundation biography and the CMT Association's
account. It helped transmit trend-following logic to brokers, traders, and money managers before computers made
rule libraries easy to distribute.

The form also suited Donchian's role as teacher. He was not merely guarding a private edge. He published, explained,
mentored, and created a vocabulary that others could adapt. Later accounts of trend-following history repeatedly
place him as a bridge between early technical analysts and later managed-futures professionals.

There is a tension here too. Once a rule is widely known, its edge can be questioned. Donchian's answer was implicit:
the edge was not just the entry rule. It was the ability to follow the rule through losses, across markets, with discipline.
That remains one of the hardest parts of systematic trading. The rules can be printed. The temperament cannot.

Record, evidence, and what can be proved
The performance record around Donchian must be handled carefully. He is historically central, but comprehensive,
audited, long-horizon performance data for his own early vehicles are not as accessible as the records later expected
from institutional CTAs. Futures Inc. was important as a precedent, but the available accounts do not support a simple
story of uninterrupted profits. The Forbes account excerpted by Covel portrays the first public fund as a difficult
venture that ultimately dissolved.

More verifiable evidence exists at the level of the method and the industry Donchian helped seed. The CFA Institute
Research Foundation monograph records the managed-futures industry's expansion from roughly $750 million in
1980 to $21 billion in 1991, with the speculative portion rising from $265 million to $13.6 billion. CME Group's
overview later cited CTA assets of about $367 billion, up from less than $20 million in 1980. Those figures are not
Donchian's performance, but they show the institutional category that grew around the type of structure he pioneered.

Academic evidence also supports the broad phenomenon behind his rules. Moskowitz, Ooi, and Pedersen's 2012
Journal of Financial Economics paper documents significant time-series momentum in 58 liquid equity-index,
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currency, commodity, and bond futures contracts, with persistence over one to 12 months and partial reversal over
longer horizons. The finding gives formal support to a central Donchian intuition: a market's own past direction can
contain tradable information.

AQR's 2017 Journal of Portfolio Management study extends the evidence much further, constructing a trend-following
strategy back to 1880 across 67 markets. The authors report that time-series momentum was consistently profitable
over the long sample, with positive returns in each decade and diversification benefits in traditional portfolio
drawdowns. Again, this is not Donchian's personal track record. It is better understood as evidence that the market
behavior he tried to harness was not merely a mid-century commodity curiosity.

The limits of the doctrine
Every robust trading philosophy has a hostile environment. For Donchian's trend following, the enemy is not volatility
itself but directionless reversal. A market that breaks out and immediately snaps back will punish the channel trader.
A market that grinds through false moving-average crosses will punish the moving-average trader. The method
survives only if losses are kept small enough and if the eventual trends are large enough.

Donchian understood this better than many of his admirers. His trading guides warn against heavy commitments in
uncertain conditions, against chasing immediately after a three-day move, and in favor of stop orders used in relation
to the chart formation. The rules show awareness that trend following can become self-parody if every price uptick is
treated as destiny. The discipline is not to trade more because one has a system. It is to trade only when the system's
conditions justify exposure.

Modern research reinforces the caution. AQR's century-long study found that trend-following performance was
affected by correlation, with the strategy performing best in low-correlation environments. It also discusses
transaction costs, fees, and the fact that historical simulations cannot perfectly represent what could have been
implemented in the 1880s. These caveats matter because trend following is often sold through crisis-performance
anecdotes, while its long flat or choppy periods test real capital.

The danger for contemporary users is over-translation. A Donchian breakout applied blindly to a single equity,
cryptocurrency, or thin contract is not the same as a diversified, volatility-aware futures program. The old rules are a
foundation, not a complete modern risk system. Donchian's deeper lesson is not to worship breakouts. It is to define
risk before opinion takes command.

Criticism, skepticism, and the problem of chartism
Donchian worked in a field that many fundamental investors regarded with suspicion. Chartism has always invited
criticism because it can slide from disciplined observation into pattern worship. A drawn line can become a prophecy.
A breakout can become a story after the fact. In that environment, Donchian's reputation depended on separating
rules from mystique.

His strongest defense was his refusal to predict. The Forbes excerpt describes him as different from many chart
watchers because he did not forecast price movements; he followed them. That is the distinction that allowed his work
to age better than much old technical analysis. Forecasting invites the test of whether the forecast was right. Trend
following accepts that many entries will be wrong and asks whether the aggregate payoff, after costs and losses, is
favorable.

Still, the criticism cannot be dismissed. Trend following can underperform for years. It can crowd into similar positions
when many managers use related signals. It can be costly when turnover rises. It can look brilliant in crisis and dull in
calm markets. It can also attract promoters who turn a probabilistic discipline into a promise. None of those criticisms
invalidate Donchian's work, but they define its boundaries.
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The more serious critique is behavioral rather than mathematical. A system that wins by accepting small losses and
waiting for infrequent large gains is hard to hold. Investors may redeem after whipsaws, managers may override rules
after embarrassment, and traders may reduce exposure just before the move that would have paid for the losses.
Donchian's rules attacked the trader's worst instincts, but they did not make those instincts disappear.

The mentor behind later systematic trading
Donchian's influence spread through people as much as through indicators. The CMT Association recognized him in
2011 with its annual award for outstanding contribution to technical analysis, emphasizing his four-week rule, his
pioneer public commodity fund, his weekly letter, and his broader role in commodity futures money management.
That recognition came long after the industry he helped shape had moved into databases, platforms, and institutional
due diligence.

The line from Donchian to later trend followers is not a simple genealogy in which everyone copied the same rule.
Richard Dennis, William Eckhardt, Ed Seykota, John W. Henry, and other systematic traders operated in different eras,
with different markets and risk models. But the family resemblance is clear: rules over discretion, price over
prediction, diversified markets, asymmetric payoff, and the willingness to be wrong often in pursuit of the large move.

Ostgaard's historical essay argues that Donchian and William Dunnigan articulated trend following as a philosophy, not
merely as a set of techniques. That is why Donchian's influence persists even among traders who never use a 20-day
channel. The philosophical stance is portable. It can be expressed through moving averages, breakouts, regression
filters, time-series momentum signals, or other trend estimators.

The modern CTA industry is far more sophisticated than Donchian's notebooks. It uses volatility scaling, portfolio
optimization, execution algorithms, alternative data controls, and institutional risk reporting. Yet sophistication has
not repealed the original problem. A trader still needs a rule for when the market has changed direction and a rule for
how much capital can be lost before admitting it. Donchian's answer remains one of the cleanest.

What remains useful now
The useful part of Donchian today is not the belief that a 20-day high is sacred. It is the discipline of reducing market
action to observable conditions. A Donchian-style process asks: what market is being traded, what price event triggers
exposure, what event exits it, how large is the position, how many markets are included, what happens in correlated
stress, and how much can be lost before the premise is re-examined?

That framework is valuable across discretionary and systematic practice. A discretionary macro trader can learn from
the insistence on exits. A quantitative manager can learn from the simplicity of the original rules. An allocator can learn
from the difference between a strategy's long-term evidence and the investor's ability to endure its path. Donchian's
philosophy is less a prediction engine than a governance system for uncertainty.

Modern evidence makes the case stronger but not safer. The academic literature on time-series momentum and AQR's
century-long study show that trend effects have appeared across assets and long samples. They also show why
implementation matters: costs, fees, volatility estimation, correlations, and rebalancing assumptions can change
outcomes. Donchian's old tools are easy to imitate at the signal level and hard to replicate at the portfolio level.

That is why his legacy should be treated with respect rather than nostalgia. He helped build a bridge from chart books
to systematic alternatives, from commodity speculation to diversified futures portfolios. The bridge still carries traffic,
but it also has warning signs. Trend following can diversify portfolios, but it can also disappoint investors who expect
constant crisis insurance. It can impose discipline, but only on those willing to obey it.

The enduring Donchian lesson
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Richard Donchian died on April 24, 1993, after a career that ran from the aftermath of the 1929 crash to the dawn of
modern quantitative finance. He lived long enough to see managed futures gain institutional attention, to receive
industry recognition, and to watch ideas once treated as odd become part of the professional trading vocabulary. His
foundation biography records a career of articles, exchange memberships, a CFA designation awarded in 1963, and
the 1983 Managed Accounts Report Most Valuable Performer Award for contributions to commodity money
management.

The career was not immaculate. Futures Inc. was early and troubled. Trend following was, and remains, vulnerable to
whipsaw, crowding, cost, and investor impatience. Some admirers have made Donchian sound more like a prophet
than a practitioner. The better reading is more durable: he was a patient builder of rules in a business addicted to
stories.

His essential contribution was to relocate authority from the trader's forecast to the market's recorded behavior. That
did not make markets easy. It made the trader's responsibilities clearer. Define the signal. Diversify the opportunity
set. Limit the loss. Do not cap the gain too early. Accept that being late is the price of not pretending to be clairvoyant.

In an age of machine learning, high-frequency execution, and factor libraries, Donchian's methods can look primitive.
But primitive is not the same as obsolete. The core question he asked still sits beneath systematic trading: can a
process be built that responds to price movement without surrendering to emotion? Donchian's answer, born in paper
charts and commodity ledgers, helped create an industry. Its continued relevance lies in its restraint.

Disclosure
Educational financial journalism and market research only. Not financial, investment, trading, tax, or legal advice.
Market data and analysis may be delayed, incomplete, or inaccurate.
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