Options Open Gap Model

Idea Behind the Model

Based on research below, when stock opens at an extreme open price
with respect to previous close evaluated by z, it tends to close the gap
very soon, either in the same session or the next few sessions.
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Abstract: Stock open price in a trading session is usually located within the trading range of previous day unless
there is a good or a bad news about the stock. If it is good news, open price could be higher than the High price
of previous day which causing “Up Open Gap”. If there is bad news, then open price could lower than the Low
price of previous day which causing “Down Open Gap”. During the trading session which lasts for 390 minutes
in US, stock trading will result in either closing the open gap or leave it opened.

This research aims to quantify expected behavior and to find the time of filling the open gap, if it will be closed
on the intraday timeframe.
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Model

Inputs: Stock daily prices, Intraday prices, Fair Value, Options Trading
History
Output: Predict reversion level.
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Challenges & Difficulties
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* Given that Model was built during October 2021, most of required
data were not available through APl so data was collected from
different sources using Excel and then uploaded to the model.

* Model needs high computational power which was very expensive to

afford.

 Trading was not available to retail traders through APl on IBKR side,

so orders were placed manually.

* All of those challenges are relaxed now, in all aspects, like getting

data through APIs and trading options through APIs.
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