How To Code Backtest And Trade The
Opening Gaps In The Futures Markets

Opening gaps in the futures markets can be a great opportunity to profit.
However, it is important to understand how to identify and trade these gaps
correctly. In this article, we will provide a comprehensive guide on how to
code backtest and trade the opening gaps in the futures markets.
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Identifying Opening Gaps
The first step in trading opening gaps is to identify them. There are two

main types of opening gaps:

= Common gaps occur when the market opens above or below the
previous day's close.
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= Island gaps occur when the market opens above or below the
previous day's range.

Common gaps are more common than island gaps. However, island gaps
are often more significant and can provide greater trading opportunities.

Backtesting Opening Gaps

Once you have identified a few opening gaps, you can start backtesting
your trading strategy. Backtesting allows you to test your strategy on
historical data to see how it would have performed in the past. This can
help you identify the strengths and weaknesses of your strategy and make
adjustments accordingly.

To backtest your opening gap trading strategy, you will need to:
1. Collect historical data on the futures market you are interested in
trading.
2. Develop a trading strategy for identifying and trading opening gaps.

3. Code your trading strategy into a backtesting platform.

4. Run your backtest and analyze the results.

There are a number of different backtesting platforms available. Some of
the most popular platforms include:

= TradeStation
= NinjaTrader

= MultiCharts



= QuantRocket

Once you have chosen a backtesting platform, you can start coding your
trading strategy. Your strategy should include the following elements:

= A definition of the opening gap you are looking for.

= A set of rules for entering and exiting trades.

= Arisk management plan.
Once you have coded your strategy, you can run your backtest. The
backtest will simulate your strategy on historical data and provide you with

a report of the results. The report will include information on your strategy's
profitability, risk, and drawdown.

Live Trading Opening Gaps

Once you have backtested your strategy and are satisfied with the results,
you can start live trading opening gaps. Live trading is when you trade your
strategy with real money. It is important to remember that live trading is
always riskier than backtesting. Therefore, it is important to start small and
only trade with money that you can afford to lose.

Here are a few tips for live trading opening gaps:

= Start small and only trade with money that you can afford to lose.
= Follow your trading plan and don't let emotions get in the way.
= Use a risk management plan to protect your capital.

= Be patient and don't expect to get rich quick.



Trading opening gaps in the futures markets can be a profitable strategy.
However, it is important to understand how to identify and trade these gaps
correctly. In this article, we have provided a comprehensive guide on how
to code backtest and trade the opening gaps in the futures markets. By
following the steps outlined in this article, you can increase your chances of
success in this challenging market.
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