

[image: cover]







How do we know if we can beat the bookmaker? That’s easy: just look at our bank balance. But how do we know if we’ve not just been lucky? More specifically, how do we know that someone who says he can do it, and who is selling his ‘expertise’, can keep doing it again and again, through talent, skill and hard work?





This book examines the techniques available to answer that question, to identify those qualities and to help the punter find value for money in an industry that appears to be largely built on trust and the influence of chance; to uncover the truth about sports tipsters and ultimately how to find the best tipsters – the ‘Black Cats’.





Joseph Buchdahl runs the website Sports-Tipsters.co.uk, independently verifying online sports betting advisory services to provide a measure of quality control and a means of demonstrating transparency, validity and reliability for a sports tipping industry that is otherwise unregulated. His previous book: Fixed Odds Sports Betting is a perennial best selling gambling book.







Joseph Buchdahl runs the website Sports-Tipsters.co.uk, independently verifying online sports betting advisory services to provide a measure of quality control and a means of demonstrating transparency, validity and reliability for a sports tipping industry that is otherwise unregulated. His previous book: Fixed Odds Sports Betting (published by High Stakes) is a perennial best selling gambling book.




Other titles by this author


Fixed Odds Sports Betting







Praise for his previous book Fixed Odds Sports Betting





‘If you don’t have a copy of this book then I would strongly recommend it. Personally I found it one of the best books on betting and statistical analysis…’ – A Football Trader’s Path
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For my children:





Mia, who shares a passion for numbers and who would ask


daily how many words I had written;


and Max, who is blessed with the knowledge that there’s


more to life than just maths and sport.
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Introduction


Stephen Hawking, the famous theoretical physicist, cosmologist and author once said of his research into black holes that it seemed a bit “like looking for a black cat in a coal cellar.” Genuinely remarkable sports tipsters are hard to find too. They certainly exist, but are well hidden and difficult to distinguish against a background of self adulation and self proclamation to be the best, the most unique and the most effective at making you rich. They can’t all be telling the truth. If they were, the bookmakers would have called it a day long ago. The origins and nature of the universe don’t have a great deal in common with sports betting. The metaphor, however, is fitting since in some cultures the black cat is considered to be a harbinger of good fortune in gambling. Of course, real star performers in the world of sports betting have nothing to do with luck, but nevertheless, let’s stick with it. How can we recognise a truly skilful forecaster of sports – let’s call him a ‘black cat’ – when so many of them tell us the same story of profitability? Answering that question is the focus of this book. Furthermore, the knowledge and skills which readers will acquire will not only help them identify expertise elsewhere, but also better understand their own approach to sports betting and whether they have what it takes to make a success of it.





There are many who insist that genuine sports tipsters shouldn’t even exist. The argument goes something like this.





“The opinion of a guy who claims to deliver [a profit] with no proof to back it up other than his word is worthless. The opinion of a guy who’s had his picks verified by a third party… and has consistently won… is priceless. Of course, the second guy wouldn’t need to sell his picks. Whatever he earned selling [them] would be chump change compared to [what he could win betting them himself]1.”





There is undeniably some force behind that argument, but it is too simplistic a criticism. In the first instance, it will not always be true. Some successful sports bettors can conceivably generate a significant proportion of their revenue from the sale of their expertise. Consider a membership of 100, each paying £100 per month. That’s £120,000 per year. To match that sort of income in profits from betting would require a significant turnover of bets, a pretty decent success rate and a very good rapport with your bookmaker, happy to let you keep winning. This is probably an extreme, and few individual tipsters will probably be generating that sort of revenue. Nevertheless, there probably aren’t too many punters generating that either from their betting. Secondly, earning a regular income via the sale of expertise is a sensible policy. A tipster will not be successful all the time, and for a professional where earnings from sports betting are not simply a luxury, shortfalls in cash flow (to pay bills and a mortgage) can be buttressed via regular monthly payments through subscriptions. From the punter’s point of view, there is actually nothing wrong in seeking advice to improve the chance of profitability, particularly if he is unable to show anything from his own efforts. Frequently in life, people find themselves procuring expertise to complete a task that they would otherwise be unable, or at best not be very proficient, at completing themselves. Furthermore, some people prefer to receive tips on a regular basis rather than have to go researching information or looking for advice themselves. Naturally, part of the excitement of betting will be lost, but the thrill of winning and making a net profit will still be more or less the same. Investors pay unit trust managers and financial advisors to make decisions for them, so why not for sports betting as well?





Whatever people’s views about sports tipsters and whether there are truthfully any good ones, they are as much a part of the culture of sports betting as bookmakers and betting themselves. Indeed, the word ‘tipster’ even has its own entry in Wikipedia. Type the phrase ‘betting tips’ into a search engine and page after page of advisory services, from the UK to Europe, America and beyond, is returned. Unlike sports betting and sports bookmakers, however, the market for sports advisory services is to all intents and purposes an unregulated one, with tipsters largely free to sell and promote their ‘talents’ in a manner of their choosing. Since 2001, first through Football-Data.co.uk and latterly Sports-Tipsters.co.uk, I have been independently verifying sports betting advisory services in an attempt to offer a little bit of quality control to an industry that is otherwise largely built on trust. More than 160,000 verified picks on, this book tells the story of that journey, to help the reader cut through the froth and superficiality that permeates much of sports tipping, to distinguish the profitable from the worthless, to identify the genuine from the bogus, to tell apart the skilled from the lucky and to find value for money: to find the ‘black cat’ in the coal cellar.





1  Sourced and adapted from: sportgrass.com/faq/what-would-you-pay-a-sport-tipster-site-that-deliver-in-average-60-units-per-month.html




CHAPTER 1


Some Principles of Sports Betting


Sports Betting Markets


Horse racing has been a magnet to punters for at least three hundred years, since its professionalisation during the reign of Queen Anne at the start of the 18th century. In more recent times the football fixed odds long lists in UK high street betting shops have been a favourite pastime with many bettors every weekend during the football season. Punters, however, were restricted to betting on a minimum of 5 games in one bet, with 5 times the disadvantage, such was the stranglehold the bookmaker had over his customers. However, since the Internet explosion of the late 1990s, and the rapid development of online sports betting, the strong competition between perhaps 100 recognised online sports bookmakers has revolutionised the way that we can place a bet. Not only can a punter now speculate on just one event at a time, thereby reducing the bookmaker’s advantage to sometimes just a few percent, but he is also able to do so even whilst the event is taking place, by betting in-running. What is more, bets need no longer be on just horse racing or football, but can be placed on a whole variety of sports including tennis, rugby, cricket, golf, boxing, bowls, curling, snooker, darts, greyhound racing, athletics, basketball, baseball, handball, ice hockey, field hockey, motor racing, American football, Australian Rules football, skiing, snowboarding, surfing, biathlon, ski jumping, lacrosse… and so on. In fact, there is now very little that one can’t speculate on in the world of sports.





Every sport has its own set of betting markets. In football, for example, one can place a simple match bet, backing either the home or away side to win, or both teams to draw. One can bet on how many goals a game will have, either in the form of the exact number of goals, or in the form of an over/under total goals bet, frequently 2.5 goals, to ensure that there can be no betting tie (since a match can’t have half a goal). Alternatively one can bet on the exact score, or perhaps a scorecast prediction of the final score and first or last goal scorer. If a simple match bet on the final result is not exciting enough, one can choose instead to bet on the half-time result, or the double result combination of half-time and full-time results. Or one can choose to bet on the handicap result where one side is awarded a goal advantage, either full goals or fractions of goals. In live matches one can even bet on how many corners there will be. In fact, so long as the bookmaker has thought of it and believes there’s enough interest in it, the punter should pretty much be able to bet on any aspect of a football match. The list below describes many of the available betting markets available for a typical Premiership football match.











	

Match result




	

Corners




	

Half with most goals




	

Score a penalty









	

Asian handicap




	

Corners 1st half




	

Half-time correct score




	

Team not to score









	

Half-time/full-time




	

Double chance




	

Half-time result




	

To win to nil









	

Correct score




	

Draw no bet




	

Handicap result




	

Total goal minutes









	

First goal scorer




	

First corner team




	

Hat-trick




	

Total goals









	

Anytime goal scorer




	

First goal time




	

Last team to score




	

Total goals 2nd half









	

Last goal scorer




	

First goal time 2nd half




	

Odd or even total




	

Win both halves









	

Clean sheet




	

First team to score




	

Over/under




	

Win either half















Some markets are obviously more popular with bookmakers than others, and that, of course, is dependent on how popular they are with punters. All bookmakers will cover standard full-time match betting odds. Less popular markets like ‘win to nil’ and ‘score a penalty’ will be available with fewer bookmakers.





Football, being the most popular sport, at least in the UK and most of Europe, offers the largest number of betting markets. Nevertheless, other sports have several interesting betting markets available to the punter. Some examples include:





• Tennis: match result, set betting, win 1st set, lose 1st set and win match, total games over/under, correct set score.


• Cricket: match result, total runs, session runs, 1st innings lead, top run scorer, top bowler, head to head run scorer, day match ends.


• Rugby: match result, handicap result, half-time result, half-time/full-time result, half-time handicap, total points, total points over/under, total tries over/under.


• Golf: tournament winner, top 5/10/20 place, top nationality, 72-hole match bets, 18-hole match bets.


• Snooker: match result, handicap result, frame betting, first to n frames, first frame, total frames, highest break, 1st century break.


• Darts: match bets, total 180s over/under, most 180s, 1st double colour, 9-dart finish


• Ice hockey: match result, puck line, money line, double chance, first team to score, highest scoring period, odd or even total, total goals.


• Baseball: money line, run line, total score over/under, double result, first half total points, first team to score, last team to score, odd or even total.


• Basketball: match result, money line, point spread, total points over/under, half-time money line, point spread, handicap, total points, 1st/2nd/3rd/4th quarter money line, point spread, handicap, total points.


• Volleyball: match result, 1st set winner, total sets over/under, total points over/under, correct set score.





Some readers may be unfamiliar with the terms money line, run line, puck line and point spread. These types of betting markets are commonly found in sports popular in the US, including basketball, baseball, ice hockey and American football. Although distinct from European fixed odds and handicap betting markets their rules differ only subtly, and their apparent lack of similarity is more to do with the presentation of their prices than any real difference. Money line is to all intents and purposes the American version of the fixed odds match result market. Run line, puck line and point spread are essentially handicap bets.


Fixed Odds & Handicaps


Largely speaking bets or wagers fall into two main categories: straight odds betting and handicap betting. With the former a straight odds or price is offered for each side (or player) in the contest to win outright, which is a direct reflection of the estimated chances of that side winning. If the side fails to win, the bet loses. Handicap bets, by contrast, attempt to make the contest more even by adding goals, points, runs, frames, games or whatever score term is appropriate for that sport, to one or the other side.





In the UK and Europe odds betting is frequently called ‘fixed odds’ betting. The origin of this term dates back to the late 19th century, when newspapers started offering fixed prizes for correctly predicting the outcome of games. These prizes became known as ‘fixed odds’. Since the 1960s high street bookmakers in the UK have been offering printed fixture lists with all the weekend’s football matches and their prices. Once printed, the prices were ‘fixed’ since the cost of changing them was too great. Football fixed odds are sometimes presented as 1X2, with 1 denoting the side playing at home, 2 the side playing away from home and X the draw. Again, this representation comes from the bookmaker’s printed coupons. Other sports that feature 1X2 betting include test match cricket and European ice hockey. Contests where there is no possibility of a draw, as in tennis, snooker and darts (with the exception of Premier League snooker and darts) feature just 12 betting (with the X omitted). 12 fixed odds are also popular for events where the likelihood of the draw is very low, for example in rugby and one day cricket, although some bookmakers may still prefer to offer a tie.





The way fixed odds bets are presented varies between either fractional or decimal notation. Fractional odds are still popular with UK punters schooled in the traditions of the UK high street bookmaker. A price of 9 to 4 (written 9/4 or 9-4) requires a £4 stake to win a £9 profit. 100/30 requires a £30 stake to win £100. 2 to 1 on (written 1/2) means that the price is odds-on, and requires a £2 stake for a £1 profit. Fractional notation allows one to easily calculate the amount of profit one can win from a fixed stake size, particularly since UK bookmakers have commonly restricted fractional odds to only a handful of prices. Unfortunately fractional odds do not easily lend themselves to a quick calculation of the implied probabilities associated with them, something that more sophisticated punters will want to do.





Decimal odds, used commonly in continental Europe and now increasingly in the UK, show explicitly what the punter will get back for a 1 unit stake, including that stake. A price of 2.50, for example, means that a £1 stake will stand to win a £1.50 profit making a total return of £2.50. This is equivalent to a price of 1.5 to 1, although one would never see such fractional notation used (but instead 6/4). Since the size of profit is standardised in decimal notation to that from a 1 unit stake, it is then a straightforward procedure of calculating the implied probability of the result by taking the inverse of the price. Thus, 2.5 has an implied probability of 0.4, or 40%; a price of 3, 33.33%; and a price of 1.25, 80%.





In America, by contrast, straight prices for sides or players in a contest, without handicaps, are called money line wagers. In fact, money line prices are really just the same as fractional or decimal odds, in that they present information about how much money is risked (or laid) and how much money can be won. Money lines can be positive or negative. A positive money line represents how many dollars you would win if you bet $100. For example, if the money line was +200, you would win $200 for a $100 wager. This is basically the same as 2/1 in fractional notation or 3.0 in decimal notation, and as such any positive money line will be odds-against. A negative money line represents how many dollars you would need to bet to win $100. So, a money line of -300 means that you need to bet $300 to win $100. This is the same as 1/3 (fractional) or 1.33 (decimal). All negative money lines will be odds-on. The table below shows a few examples of how fractional, decimal and money line odds compare. For those wanting more, BetCalc.com offers an excellent odds converter2.











	

Fractional odds




	

Decimal odds




	

Money line odds




	

Odds-on or -against









	

1/4




	

1.25




	

-400




	

Odds-on









	

1/3




	

1.33




	

-300




	

Odds-on









	

1/2




	

1.50




	

-200




	

Odds-on









	

4/6




	

1.67




	

-150




	

Odds-on









	

4/5




	

1.8




	

-125




	

Odds-on









	

10/11




	

1.91




	

-110




	

Odds-on









	

1/1




	

2




	

+100




	

Even money









	

5/4




	

2.25




	

+125




	

Odds-against









	

6/4




	

2.5




	

+150




	

Odds-against









	

2/1




	

3




	

+200




	

Odds-against









	

5/1




	

6




	

+500




	

Odds-against















Money lines are common where there is little possibility of a tied result. Where there is a draw a money line wager will be lost unless a price is specifically offered for a draw as in soccer, in which case it would probably be called 1X2 anyway. The money line, then, is simply a straight either/or bet. Americans dislike draws and will just play overtime in most of their sports until they find a winner. Money line odds are common for all the major US sports, although for NBA basketball and NFL football, punters usually prefer betting with a handicap – the point spread.





Like fixed odds and money line, handicap bets also have a quoted price on each participant of a contest. However, the odds are such that they are similar for each participant, and this is achieved by giving one of them an artificial head start, known as the handicap. The favourite is indicated by a negative handicap and the underdog by a positive one. One advantage of a handicap bet is that one does not actually have to correctly forecast the winning player or side. If Mark Selby is given a +4.5 frame handicap against John Higgins in a best of 19 frame snooker match, then so long as Mark does not lose the match by more than 4 frames, anyone betting this handicap would win their bet. Another advantage, for those who like to take on more risk, is that one can back fixed odds or money line favourites with a handicap at a better price. Manchester United to beat Wigan at Old Trafford might be 10 to 1 on (1/10, 1.10 or -1000), but with a negative 2.25 goal handicap, one might get a price of evens (1/1, 2.00 or +100). That is to say, so long as Manchester United wins by at least 3 clear goals, such a handicap bet would win. Interestingly, if Manchester United were to win by 2 goals, then this handicap bet would be half lost, with half the stake lost and half refunded. Football handicaps with quarter balls of this nature are known as Asian handicaps.





An Asian handicap bet is a special type of handicap bet popular in the Far East which allows not only full and half-ball handicaps but also quarter-ball handicaps as well. On first appearance they may appear a little complicated, but can be easily understood by exploring any descriptive text on their use through a Google search. If instead Manchester United won by 2 goals with a -1.75 handicap the bet would be said to be half won, with half the stake returned and half winning the bet at the quoted odds. Where the handicap beats the full-time goals make-up by at least 0.5 goals, the bet is won; where it fails to beat the goals make-up by at least 0.5 goals, the bet is lost. For full-ball Asian handicaps where the participants competing exactly match the handicap in the final result, bets will be settled as ties (sometimes called void3) and full stakes are returned. This is not the case for traditional (or European) handicaps. Common in sports like football and rugby, and where a handicap draw option is also offered, such bets will be lost. No ties are possible with European handicaps. Essentially, then, a -1 goal European handicap is the same as a -1.5 goal Asian handicap.





A total goals bet in a football match is also, technically speaking, a type of handicap bet. Unlike a bet on the exact number of goals, a total goals bet will set an arbitrary goal number, above which the game would be considered to be over, and below which it would be considered to be under. Usually 2.5 is chosen as the divider, with betting opportunities for either over 2.5 goals or under 2.5 goals, although in games with strong favourites capable of scoring heavily, one might find goal lines of 3.5 or even 4.5. Quarter-ball handicaps exist for this betting market too. Similar bets can be found in other sports. In 3-set tennis matches, for example, typical over/under bets are for 21.5 or 22.5 games. In a best of 19 frame snooker match the make-up might be over/under 16.5 frames. In each case, the value of the goals, games, points, frames etc. chosen for the over/under bet is such as to ensure that both over and under are fairly closely matched, as is the point of a handicap bet.





In American sports, handicap bets are found in baseball (the run line), ice hockey (the puck line), basketball and American Football (the point spread). As for all handicap bets, the chances for either side to win the bet are made more even than for a straight fixed odds or money line bet, although some puck lines and run lines may actually be constructed from a combination of the money line and point spread just to complicate things. Like Asian handicaps, when scores are level after accounting for the handicap the stake is refunded, which American punters know as a ‘push’. Clearly pushes will only occur when handicaps are integer values. No push result is possible for half point handicaps. Push results can also occur for a total line. A total line wager is basically the same as an over/under bet described above. Prices are offered for the actual score to be over or under a particular quote, be it runs in baseball, points in basketball and American Football, or goals in ice hockey. When the combined scores of both teams equal the totals line exactly, a push arises and stakes are refunded.





Although handicaps are frequently observed to be offering better value for money with a narrower advantage for the bookmaker, the removal of the favourite and underdog essentially eliminates the availability of price inefficiency found in many fixed odds markets, more commonly known as the favourite–longshot bias. To understand what this is, how it might arise and what impact it can have on someone’s betting, we must first review the character of the bookmaker’s advantage. Europeans know this as the overround; Americans call it ‘vig’ or ‘juice’.


The Bookmaker’s Advantage and Value Betting


Many people, and certainly the majority of gamblers, are familiar with the concept of per cent and the % sign. When we say that something has a 45% chance we mean that in 45 times out of 100 we would expect that something to occur. What is less commonly appreciated is that we can express the chance of something occurring as a (decimal) fraction of 1. In this instance 1 is equivalent to 100% or absolute certainty that something will occur, whilst 0 is equivalent to 0% or absolute certainty that something will not occur. Consequently, 45% can be expressed as 0.45; 67%, 0.67; 21.5%, 0.215 and so on.





Because decimal fractions can be a bit of a handful to anyone other than a statistician, bookmakers have preferred to present the chances of things occurring by means of the odds. As we have seen, different bookmakers like to present odds in slightly different ways, but arguably the most useful version is the decimalised presentation of odds common with European bookmakers, and now fortunately most of the UK ones online. In this instance the odds (or chances) of something occurring are given by the expression 1/p, where p is the probability, as a fraction of 1, of that something occurring. Thus, if our probability is 45%, or 0.45, the odds will be 1/0.45 = 2.22. For those who are more familiar with fractional odds notation it is worthwhile becoming more accustomed to the use of the European format. Fortunately it is a fairly straightforward procedure of converting fractional to decimal notation by means of the following relationship:





decimal odds = fractional odds +1





So for example, 5/2 is the same as 5/2 +2/2 = 7/2 = 3.5





Below are a number of probabilities, their fractions, and associated decimal, fractional and American odds.











	

Probability (%)




	

Probability (fraction)




	

Decimal odds




	

Fractional odds




	

American odds









	

75%




	

0.75




	

1.33




	

1/3




	

-300









	

60%




	

0.6




	

1.667




	

4/6




	

-150









	

52.4%




	

0.524




	

1.909




	

10/11




	

-110









	

50%




	

0.5




	

2.00




	

1/1 (evens)




	

+100









	

40%




	

0.4




	

2.50




	

6/4




	

+150









	

25




	

0.25




	

4.00




	

3/1




	

+300









	

9.1%




	

0.091




	

11.00




	

10/1




	

+1000















Predicting the outcomes from rolling dice is a fixed science in as much as we can be absolutely certain of the chances of throwing a 1, 2, 3, 4, 5 or 6. Given this, it’s still remarkable how many gamblers are prepared to throw away their livelihoods playing games like craps at a casino where the house has its built in profit margin4. In sports, of course, we can never be sure exactly what the chance is of a particular outcome. Consequently, odds in sports betting are merely a reflection of the estimated probabilities of outcomes. This uncertainty must also be accepted by the bookmaker, and herein exists the opportunity for sports bettors not available to casino gamblers. Provided that the punter is better able to estimate the chances of sporting outcomes than the bookmaker, he will potentially be able to make a profit over the long term. All is not quite as it seems, however. The problem from the punter’s perspective is that even if he is better able to estimate the chance of, for example, Raymond Barneveld beating Phil Taylor, he may still not have uncovered what is termed a ‘value’ bet. To see what is meant by ‘value’, we now have to introduce the bookmaker’s advantage.





Suppose we rated Phil Taylor a 75:25 chance of beating Raymond Barneveld in a head to head darts match. That is to say, we reckoned that Phil has a chance of 75% of winning, whilst Raymond has a 25% chance. What would the odds be for Phil and Raymond? Recalling the expression 1/p, it is easy enough to calculate that the odds for a Taylor win are 1/0.75 or 1.333. Those for Barneveld are 1/0.25 or 4. Advocates of fractional odds may like to note that the equivalent fractional odds for this Taylor: Barneveld match up – 1/3 (Taylor) and 3/1 (Barneveld) – mirror exactly the ratio of the probabilities, that is 75:25 or 3:1. Fractional odds are, in this sense, merely odds ratios, that is to say a ratio of the probabilities.





Now let us suppose, firstly, that this odds ratio was a true and accurate reflection of the chances of either player emerging with a victory. Let us also suppose that a kind and charitable bookmaker chose to offer odds of 1.333 and 4 for each player respectively. And finally let us also suppose that Taylor and Barneveld could play their match a thousand times, with Taylor winning 750 and Barneveld 250, and that we would bet £1 on either player each time. What are our expected returns from such ‘fair’ odds?











	

Backing




	

Stakes




	

Odds




	

Probability




	

Wins




	

Profits




	

Losses




	

Balance









	

Taylor




	

£1000




	

1.333




	

75%




	

750




	

£250




	

£250




	

£0









	

Barneveld




	

£1000




	

4




	

25%




	

250




	

£750




	

£750




	

£0















Of course, it doesn’t take a mathematician to realise that overall we would make nothing and lose nothing from this series of bets. A simple rule of thumb is that over the long term a punter will break even if he wagers fair odds.





How many bookmakers do you know that are fair and charitable? Silly question really, although it will become apparent that they can sometimes be a lot more charitable than one might imagine; more about that later. For now, let’s consider what happens when our bookmaker decides that he’s actually running a profit-making business, and shortens those odds to improve his chances of making some money. The next table shows the adjusted ‘unfair’ odds and the expected returns from them.











	

Backing




	

Stakes




	

Odds




	

Probability




	

Wins




	

Profits




	

Losses




	

Balance









	

Taylor




	

£1000




	

1.212




	

82.5%




	

750




	

£159.09




	

£250




	

-£90.91









	

Barneveld




	

£1000




	

3.636




	

27.5%




	

250




	

£659.09




	

£750




	

-£90.91















Backing either Taylor at 1.212 or Barneveld at 3.636 over our series of 1,000 imaginary matches results in a loss of nearly £91, or -9.091% of total turnover. In this case our bookmaker’s odds do not return enough of a profit based on the true chances of either player winning. Put another way, our bookmaker is now suggesting that Taylor has an 82.5% chance of winning each match (1 / 1.212 = 0.825) and Barneveld a 27.5% chance (1 / 3.636 = 0.275). Summing these two probabilities returns 110%. Logically, the sum of probabilities of all possible outcomes in a contest should equal 100%, and indeed when the odds are fair this will be true. A sum of probabilities of 110% doesn’t really make any sense mathematically, but is a reflection of how unfair odds have become, and how much advantage our bookmaker has given himself. In this example our bookmaker has built a 10% advantage into the prices for both Taylor and Barneveld, ensuring that over the series of 1,000 matches he will make some money. A betting market with a sum of probabilities over 100% is said to be over-round. In this example the market is over-round by 10%. More frequently, punters and bookmakers refer to the ‘overround’, which here is 110%. When looking at the full set of prices (the book5) for all possible outcomes in a contest one can calculate the overround simply by summing the inverse of all the betting odds and multiplying by 100%. So, for example, in a match between Liverpool and Everton if the home win was 2, the draw 3.25 and the away win 3.4, the overround would be given by: [(1/2) + (1/3.25) + (1/3.4)] x100% = 110.2%.





The size of the bookmaker’s overround differs according to three key variables: the sport, the number of possible betting outcomes and the bookmaker itself. Whilst some bookmakers can be more generous than others, particularly North American and Asian bookmakers, on average it is the second of these variables that has the most influence on the size of a bookmaker’s advantage. The more ‘runners’ or possible outcomes in a contest the greater the overround will be, since there is more implicit uncertainty in the result of the contest which the bookmaker has to guard against6. With more ‘runners’ the bookmaker faces increased liability on those at higher odds, He will also find it harder to balance money flow when having to offer a larger number of priced options. Ultimately the amount of money bet by punters on each possible outcome (as well as the result itself, of course) will dictate how much profit (or indeed loss) the bookmaker will make.





With head-to-head matchups, as in tennis, darts and snooker, there are just two possible results, and here overrounds tend to be small. Likewise, money line and point spread markets for US sports have some of the smallest overrounds in the industry, sometimes as low as 102%. In football and ice hockey, a third possibility, the draw, is introduced for simple fixed odds betting markets, and the overround increases to anything from 105% up to 115%. Other betting markets, however, can have far more possible outcomes. The double result market in football, for example, where a punter must correctly forecast both the half time and full time results, has nine possibilities: home-home, home-draw, home-away, draw-home, draw-draw, draw-away, away-home, away-draw and away-away. For correct score betting there are potentially many more than that. And for tournament betting, more typical in golf, there can be over 100 runners in the field. The table below summarises some of the typical overrounds punters will find for different sporting markets and with some of the more popular online bookmakers. These values are not rigid and will be found to vary for different matches within a particular competition or for different leagues within a particular sport, depending on how much uncertainty exists. Overrounds for a final between two well-known teams or players, for example, are likely to be smaller than for first round matches, whilst overrounds for Premiership football matches will be smaller than those for Greek division 2 betting odds. In general the lower the amount of information available about a contest, the greater the uncertainly will be and consequently the greater the bookmaker’s overround.





Typical overrounds for a range of online sports bookmakers








	






	

Football 1X27




	

Football double result




	

Football correct score8




	

Tennis 12




	

NBA money line




	

NHL Hockey 1X2




	

Darts 12




	

Golf event winner9









	

Pinnacle




	

102%




	

n/a




	

n/a




	

102%




	

102%




	

n/a




	

102%




	

120%









	

BetVictor




	

104%




	

121%




	

119%




	

105%




	

105%




	

108%




	

108%




	

49%









	

Betfred




	

105%




	

125%




	

125%




	

105%




	

106%




	

n/a




	

106%




	

138%









	

Bet365




	

105%




	

122%




	

136%




	

105%




	

104%




	

107%




	

106%




	

132%









	

Paddy Power




	

106%




	

117%




	

134%




	

106%




	

104%




	

111%




	

105%




	

136%









	

Stan James




	

106%




	

110%




	

131%




	

106%




	

105%




	

110%




	

107%




	

143%









	

William Hill




	

106%




	

121%




	

120%




	

108%




	

106%




	

109%




	

107%




	

131%









	

Ladbrokes




	

106%




	

120%




	

123%




	

105%




	

105%




	

110%




	

107%




	

137%









	

bwin




	

107%




	

120%




	

135%




	

107%




	

104%




	

107%




	

106%




	

149%









	

Sportingbet




	

107%




	

125%




	

128%




	

107%




	

104%




	

113%




	

105%




	

138%















American handicappers are more familiar with the term ‘vig’ or ‘juice’. Vig derives from the word ‘Vigorish’, which, according to Wikipedia10, is Yiddish slang originating from the Russian word for winnings: vyigrysh. Put literally, the vig is the amount charged by a bookmaker for his services, in other words his commission. A typical vig for an American sportsbook is 10%, sometimes seen written as -110 juice. This means that a punter must risk $110 to win $100. For point spreads where the bookmaker has attempted to equal the action on each side by means of the handicap, the price for each side will be quoted as -110, equivalent to 1.909 (decimal) or 10/11 (fractional). Hence, a -110 juice is equivalent to an overround of 104.8%11.





The value of the overround or vig informs the punter how much disadvantage he faces in the odds. It does not, however, guarantee that the bookmaker will achieve his anticipated profit margin, anymore than it will guarantee that the punter will win or lose his bet. The analysis presented above was, of course, hypothetical in the sense that we asked Taylor and Barneveld to play 1,000 matches, with Taylor winning 75% of them. By doing so we were effectively simulating what happens over the long term, since we can’t actually ask Taylor to win three-quarters of a match. Bets, needless to say, are essentially either/or propositions, they either win or lose12, and this has distinct implications for punter and bookmaker alike. The punter, unsurprisingly, will only have to worry about whether he wins or loses the bet. The bookmaker, on the other hand, has considerably more to think about. Most sporting books consist of at least two possible betting options, since a sporting contest pretty much always involves at least two competitors13. The bookmaker will offer, or lay, odds for all possible outcomes, which means that he is guaranteed to lose at least some money since only one of the outcomes can be a winner for him. To ensure that he does not lose money overall, he will need to manage his liabilities, not just by means of the overround but also with the ability to adjust prices to meet demand. To see how, let’s consider the following scenarios.





Actual returns for the bookmaker when Taylor wins (scenario 1)








	

Laying




	

Stakes




	

Odds




	

Probability




	

Profits




	

Losses




	

Balance









	

Taylor




	

£750




	

1.212




	

82.5%




	

£0




	

-£159.09




	

-£159.09









	

Barneveld




	

£250




	

3.636




	

27.5%




	

£250




	

£0




	

£250









	

Total




	

£1000




	

n/a




	

110%




	

£250




	

-£159.09




	

£90.91















In this example punters have backed Taylor and Barneveld with money in direct proportion to the estimated fair probabilities for each winning. Three times the amount of money has been bet on Taylor as has been placed on Barneveld, since it is believed that Taylor is three times as likely to win. This is quite typical in sports betting (although not exact as we shall see later). Punters frequently stake more when the risk is less, and less when the risk is greater. Consequently, the shorter prices will attract bigger stakes. Of course not all punters will behave like this, but taken as a population, this is probably a fair generalisation. If, instead, Barneveld won the match, the bookmaker would return exactly the same profit.





Actual returns for the bookmaker when Barneveld wins (scenario 2)








	

Laying




	

Stakes




	

Odds




	

Probability




	

Profits




	

Losses




	

Balance









	

Taylor




	

£750




	

1.212




	

82.5%




	

£750




	

£0




	

£750









	

Barneveld




	

£250




	

3.636




	

27.5%




	

£0




	

-£659.09




	

-£659.09









	

Total




	

£1000




	

n/a




	

110%




	

£750




	

-£659.09




	

£90.91















We can appreciate, then, that the bookmaker will try to ensure that the relative weight of money bet on all possible outcomes will match the relative odds he has set for those outcomes, to guarantee that he will make a profit whatever the result. Indeed, a bookmaker who understands his business and sets and manages his lines intelligently should not, in fact, have an interest in either side winning in a given sporting event at all. Let’s suppose this time that punters believed Barneveld had a 30:70 chance of beating Taylor with their weight of money reflecting that belief, and that he did indeed go on to win the match. This time the bookmaker is out of pocket to the tune of £90.91.





Actual returns for the bookmaker when Barneveld wins (scenario 3)








	

Laying




	

Stakes




	

Odds




	

Probability




	

Profits




	

Losses




	

Balance









	

Taylor




	

£700




	

1.212




	

82.5%




	

£700




	

£0




	

£700









	

Barneveld




	

£300




	

3.636




	

27.5%




	

£0




	

-£790.91




	

-£790.91









	

Total




	

£1000




	

n/a




	

110%




	

£700




	

-£790.91




	

-£90.91















Of course, if Taylor wins, the bookmaker makes an overall profit of £151.52, but we might reasonably hypothesise that he will prefer to settle for a smaller guaranteed profit rather than risk actually making a loss. To avoid the risk of losing £90.91 the bookmaker can change the odds he has made available. In this instance his liability lies with a Barneveld win. By shortening Barneveld’s price (and lengthening Taylor’s) he will be hoping to attract more money for Taylor in order to balance his books whatever the result.





Actual returns for the bookmaker when Barneveld wins (scenario 4)








	

Laying




	

Stakes




	

Odds




	

Probability




	

Profits




	

Losses




	

Balance









	

Taylor




	

£700




	

1.212




	

82.5%




	

£700




	

£0




	

£700









	

Taylor




	

£800




	

1.290




	

77.5%




	

£800




	

£0




	

£800









	

Barneveld




	

£300




	

3.636




	

27.5%




	

£0




	

-£790.91




	

-£790.91









	

Barneveld




	

£200




	

3.077




	

32.5%




	

£0




	

-£415.38




	

-£415.38









	

Total




	

£2000




	

n/a




	

110%




	

£1500




	

-£1206.29




	

£293.71















By lengthening the odds for Taylor, the bookmaker has managed to attract a further £800 on Taylor, with only another £200 on Barneveld. When Barneveld wins, his profit is £293.71 from £2,000 turned over by the punters, as opposed to a £90.91 loss when a total of £1,000 was staked at the original odds. If instead Taylor wins, his overall profit will be £119.26 (see below), smaller than that secured if Barneveld wins, but a profit nonetheless.





Actual returns for the bookmaker when Taylor wins (scenario 5)








	

Laying




	

Stakes




	

Odds




	

Probability




	

Profits




	

Losses




	

Balance









	

Taylor




	

£700




	

1.212




	

82.5%




	

£0




	

-£148.48




	

-£148.48









	

Taylor




	

£800




	

1.290




	

77.5%




	

£0




	

-£232.26




	

-£232.26









	

Barneveld




	

£300




	

3.636




	

27.5%




	

£300




	

£0




	

£300









	

Barneveld




	

£200




	

3.077




	

32.5%




	

£200




	

£0




	

£200









	

Total




	

£2000




	

n/a




	

110%




	

£500




	

-£380.74




	

£119.26















Not only does a bookmaker who manages his liabilities actively and professionally care little about the outcome of sporting events, unlike the traditional punter whose sole preoccupation is to worry about whether his prediction will prove correct14, it is possibly also true to say that he will care little about the true chances of sporting outcomes. That is not to say that he will simply lay any opening price regardless of those chances, for example a 10/1 on Taylor. Such an opening price would clearly result in a deluge of money on the 15 times World Champion that would be impossible to offset. Rather, despite obviously basing his opening prices on his estimation of the probabilities of sporting outcomes, he will not be concerned how far his prices have to move away from what he considers to be the ‘true’ prices, so long as he has managed the movement of his prices in response to the money flow in such a way as to secure a guaranteed profit. If the punters decided to pile all their money onto Barneveld to the extent that he became a hot favourite, it would make no difference to the bookmaker at all even if Taylor drifted out to 10/1. Of course, punters’ beliefs, on average, rarely diverge that much from those of the bookmaker, with the exception possibly of when England play tournament football, and such large prices swings will not be that common.





North American sportsbooks more concerned with American football and basketball point spreads technically have an easier time of it than UK and European bookmakers. By the introduction of a handicap the bookmaker is interested in getting equal action on each side of the event. With the same price often quoted for both sides he then only needs to change the size of the handicap to manage the money flow and ensure that either side has the same weight of money. The Detroit Pistons, for example, might be -110 (1.909) to beat the Milwaukee Bucks with a handicap of -6.5 points. Conversely, the Milwaukee Bucks will be -110 (1.909) to win with a +6.5 point handicap. If more money came in for the Detroit Pistons, the bookmaker would increase the size of the point spread to 7 points or perhaps even 7.5 points. If, subsequently, the money dried up and moved to the Milwaukee Bucks instead, he might move the point spread back. It is not uncommon for the value of the point spread or run line to move several times in both directions in response to fluctuating volumes of money on both sides in a contest.





In general it is true to say that UK and European bookmakers have higher overrounds than their North American and Asian counterparts. This is not just down to the different types of sports and betting markets they are more interested in. Compare the overround for the Canadian sportsbook Pinnacle Sports, which has margins as low as 2 to 3% for many sports, with that for UK and European brands in the table shown earlier. The most significant explanation for such a difference can be found in their somewhat distinct modus operandi. Whilst many UK and European bookmakers are more concerned with protecting themselves against the threat of high-priced winners through means of a larger profit margin, Pinnacle Sports and others like it are more interested in active money management, balancing liabilities on all possible outcomes by means of a more dynamic odds management system that may see prices change many more times in comparison. Indeed, Pinnacle Sports is probably so unconcerned by actual sporting outcomes it might be fair to describe it as a type of hedge fund or even a quasi betting exchange merely taking a commission from total tradable volume. Furthermore, it does not even offer positions for some higher uncertainty markets like correct score or double result football, preferring instead to attract large turnover towards its low margin betting markets. From a neutral perspective, there is no right or wrong approach here – both models make money for the bookmaker. One model prefers higher turnover, lower margins. The other prefers lower turnover, higher margins and higher numbers of betting accounts which, unlike the former, will be actively limited and sometimes even closed when they are repeatedly winning, as a means of further limiting liability. From the point of view of the punter and his tipster, however, there is a difference and it pays to be aware of it and how to identify which one a bookmaker is using.





Perhaps the easiest way to achieve this is to study the overrounds and the frequency of odds changes for a market. Pinnacle Sports, for example, might shift a price over 100 times between opening and closing a book. One notable European brand name, by contrast, commonly leaves prices unchanged. Where price movements at other bookmakers might leave them exposed on one position, they will manage this by means of account and stake limitation on that market. Indeed UK customers, and those from a number of other nations, are not even allowed to bet on sports at all with them anymore. A 110% overround on Premiership fixed odds also helps. Pinnacle Sports meanwhile, with a 102% overround on the same market, will happily take a stake of over £30,000 and allow you to do it again and again no matter how many times you win. Of course, another way to tell that your bookmaker is less interested in active money management is when he limits your stake size after a period of success. By then, of course, you might wish you had never bothered to bet with him in the first place, if he is no longer prepared to take all of your money. The difference between these two approaches may very well simply be down to historical and cultural preferences. We’ll look at this again in a little more detail at the end of this chapter, in particular what implications it has for a punter’s online betting experience, particularly if following a successful advisory service.





So, one might now ask, what does all this have to do with ‘value’? Betting value, in a nutshell, is found where the true chance of a win is greater than that estimated by the bookmaker as expressed by his odds, which include his profit margin. In other words, if a bookmaker’s price is greater than that which a punter considers to be fair, then this would constitute a value price. As we know, sports are not like cards, and there is really no such thing as a ‘true chance’ in sports. The best that punters, tipsters and indeed bookmakers can do is estimate what they think the chance of a win for one side or another will be. There are all sorts of ways of doing this but most of them will involve looking at what is called the ‘form’ of a competitor, that is how it has performed recently, either in general or specifically against the opposition it is now facing. This can be done quantitatively by analysing numerical data that describes the form, such as goals or shots in soccer, points in basketball, and runs and wickets in cricket, or qualitatively by studying injuries, motivational factors and even the weather from various news sources.





Bookmakers are fairly clever creatures when it comes to estimating the probabilities of sporting outcomes, indeed they ought to be else they would quickly go out of business. Their overround, however, protects them against misjudgements that they will make every now and again. Earlier we suggested that Phil Taylor had a 75% probability of beating Raymond Barneveld, that is to say fair odds of 1.333. With a 10% profit margin (1.1 multiplied by 75%) the bookmaker takes this win probability to 82.5% (or odds of 1.212). Yet suppose Taylor was feeling super confident, having thrown a 9-dart finish in the match before, whilst Barneveld had a bit of a cold. We might then imagine that the true chance of Taylor winning was higher. Yet so long as this probability is not higher than 82.5% the bookmaker will still be protected against a potential liability, and the punter will not have a value price15.





Evidently, this is just an illustrative example since in reality the bookmaker would adjust his odds on the basis of any new information, like Barneveld having a cold, that became available, but in this instance we have assumed he didn’t. Additionally, since Taylor will either win or lose completely, the concept of value is really rather extraneous on a bet by bet basis. Over the long term, however, it is far from that. Taylor, unsurprisingly, would not be able to win every match against this opponent, and for every match there will always be an element of doubt as to whether a prediction will prove correct. Punters brought up in the ‘pick-winners’ tradition frequently lose sight of the fact that the betting price does actually matter. Their argument goes roughly along the lines of “if I can pick a winner, any price will do since the bet will win.” Readers should not be fooled by this attitude. Anyone can pick a winner now and again, but only a few punters are good enough to pick more winners than the bookmaker believes he should be finding.





Earlier we hypothesised the returns from a series of 1,000 bets on a Taylor v Barneveld match-up. A more useful way of expressing what we expect to win is by means of what is known as profit expectancy. Profit expectancy is simply a statistical representation of the return expected from one bet. Suppose we back Brazil to win the World Cup at 3.5. If Brazil wins we make a profit of £2.50 from a £1 stake. If Brazil loses, we lose our £1. Now suppose that the ‘true chance’ of Brazil winning the World Cup is 25% (or 0.25). We can now calculate our profit expectancy as follows:





P = p(o-1) - (1-p)





where P = profit expectancy, o = decimal odds and p = true or objective probability of a win.





Simplifying, we get:





P = po – 1





Substituting 0.25 (p) and 3.5 (o), we find that P, our profit expectancy for backing Brazil to win the World Cup, is -0.125. In other words, for a £1 stake, we can expect to lose 12.5 pence. Of course, Brazil will either win or not, and we would either win £2.50 or lose £1, but if there were 1,000 World Cups and Brazil won 250 of them, we would win £625 and lose £750 for a net loss of £125, or 12.5 pence per World Cup on average.





The significance of profit expectancy is that it allows us at a glance to see immediately what we can expect, on average, to win and whether we have found betting value. Of course, we will not actually ever know what p, the true chance of a win, will be, before (and indeed after) we place a bet. If we did, there would be no bookmakers prepared to take our bets, and we would certainly not take a price of 3.5 when we knew the fair odds to be 4. Determining p can only be accomplished through a retrospective analysis of many betting prices and the results of those bets. Even then it will still only be a statistical estimate.





Furthermore, since expected return, R = P + 1:





R = po





Substituting again, we find that our expected return = 0.875, that is to say 87.5 pence for every £1 staked.





We also know that p = 1/f, where f = fair, or true, odds





Consequently, R = o/f and P = (o/f) - 1





Substituting yet again, R = 3.5/4 = 0.875 and P = (3.5/4) - 1 = -0.125





Thus, where o > f, R > 1 and we have a positive profit expectancy and have identified betting value. Where o < f, R < 1 and we will have a negative profit expectancy and have no value at all. Betting value is found where the betting odds on offer, o, are greater than the fair odds, f. All intuitively obvious, really, but it doesn’t hurt to quantify it.


Market Inefficiency and the Favourite–longshot Bias


Bookmakers, not surprisingly, are in the business of restricting value, and as we revealed in the last section they do this by shortening the betting odds they offer relative to what they believe the fair odds to be. Of course, bookmakers are prone to making mistakes, which is what allows a successful punter or tipster to find value in the first place, but as a generalisation, their betting odds, o, will always be shorter than the fair odds, f. What is not clear, initially, is just how they manipulate the odds, and how they construct their advantage across the range of betting prices that they make available. Let’s take a look.





Suppose Roger Federer has a fair price of 1.25 to beat Andy Murray in a Wimbledon final, that is to say an 80% win expectancy. Murray, consequently, would have fair odds of 5, or a 20% chance of winning. If the bookmaker’s overround is 110%, where will he build in the additional 10%? Intuitively one might expect that to ensure he builds the same advantage on both players, he will load this proportionally, in other words, 8% on to Federer and 2% on to Murray. Put mathematically, 80% multiplied by 1.1 is 88% and 20% multiplied by 1.1 is 22%, making a total win probability of 110%. Thus the betting odds will become 1/0.88 and 1/0.22, or 1.136 and 4.545 for Federer and Murray respectively. The profit expectancy will be the same for both players and inversely proportional to the magnitude of the overround.





Federer


P = (o/f) - 1 = (1.136/1.25) - 1 = -0.0909





Murray


P = (o/f) - 1 = (4.545/5) - 1 = -0.0909





Such a market, where the price of each competitor provides the best forecast of its (true) probability of winning, and where the profit expectancy for each is the same and is equal to the negative take of the market operator, is described by economists as being efficient. Whether a real betting market conforms to this normative theory, however, depends on both the risk preferences of the bookmaker and the flow of money coming from the punters, although it is not at all straightforward separating these two influences.





We have seen already, with the Taylor v Barneveld example in the previous chapter, why a bookmaker will change his odds in response to flow of money. As more money comes in for Federer his price will be cut until the flow slows and builds for Murray. Conversely, if Murray is favoured by the punters, his price will be shortened. In an efficient market, the prices will reflect all available information about both players’ chances which, if available to both bookmaker and punters alike, should then be backed in direct proportion to the probability of each player winning, in this case 4 to 1 in favour of Federer. There might be subtle changes in price, in response to varied money flow, but if the market remains efficient, Federer’s price will remain close to 1.136 and Murray’s 4.545.





Unfortunately for the bookmaker, it appears bettors don’t readily conform to normative theories of economic efficiency. Whilst market efficiency implies an equality of expected return (R) for Federer and Murray alike, some punters express different utility attitudes to bets of equal profit expectancy if the bets have different win probabilities or variances. Put more simply, a risk-loving bettor sees more point to a 4/1 shot than a 1/4 shot even though over the long term he won’t win any more or less on either if both have the same level of value. He sees more benefit or utility in a short term reward of £4 for a £1 stake than making 25 pence even though he is 4 times more likely to win the latter. Consequently, the bookmaker will see more money bet on the 4/1 shot than is justified by its objective chances of winning.





There are all sorts of reasons that might explain why many punters express this attitude which we’ll look at shortly. For the moment it is sufficient to say that if Murray, as the underdog or longshot is over-bet, whilst Federer, the favourite, is under-bet, the bookmaker will have to cut his price for Murray and lengthen his one for Federer until they reflect the actual volumes of traded bets and the liabilities he faces. Of course, how active a bookmaker will be in such money management will in no small way depend on his business model (discussed earlier). Pinnacle Sports, for example, will be far more active in moving prices than the European brand (who spends more time closing accounts of winners). More generally a bookmaker will have to lower the expected return on longshots whilst raising them for favourites, until they once again provide equal expected betting utility for the population of punters. This market anomaly is more commonly known as the favourite–longshot bias and is simply the result of too much money being bet on longshots, and too little on favourites, relative to their true chances of winning.





Just how much are expected returns on favourites raised by? The earliest investigations into the favourite–longshot bias by economists looked at horse racing, being the oldest and most popular form of betting. Research by notable academics including Leighton Vaughan Williams, David Paton, David Law, Michael Cain, David Peel, Hyun Song Shin and many others have all confirmed the existence of an inefficient betting market or favourite–longshot bias for horse racing. A 1997 paper in the Economic Journal by Leighton Vaughan Williams and David Paton from Nottingham University Business School16 found a strong favourite–longshot bias in a sample of 4,689 runners in 481 races during the 1992 UK flat racing season from 19th March to 18th May. A summary of the results, shown below, provides clear evidence for a higher return or profit expectancy where betting odds are shorter.





Starting prices and average returns to a unit stake, adapted from Vaughan Williams and Paton, 1997.








	

Starting Price (SP)




	

Number of Runners




	

Average Return









	

Less than 2 (evens)




	

84




	

93%









	

2 < SP ≤ 6




	

1,045




	

89%









	

6 < SP ≤ 11




	

1,431




	

78%









	

11 < SP ≤ 16




	

832




	

64%









	

16 < SP ≤ 21




	

716




	

64%









	

21 < SP ≤ 41




	

495




	

31%









	

Over 41




	

86




	

59%









	

All runners




	

4,689




	

71%















Punters may be alarmed to see that the average return from blind betting on any runner yields a 29 pence loss for every £1 staked, equivalent to an overround of 141%. Restricting that betting to runners between 20/1 and 40/1 would be fairly disastrous, with a loss of 69 pence in the pound. Although runners over 40/1 fared a little better, there were only 86 of them and there would be no statistical significance in this fact. By contrast, backing anything shorter than about 5/1 would have resulted in a much smaller loss of roughly 10 pence in the pound. In general there is a very obvious trend with profit expectancy falling as starting price increases.





A more comprehensive study of the favourite–longshot bias in UK horse racing was published in 2000 in the Journal of Behavioural Decision Making by Alistair Bruce and Johnnie Johnson, again from Nottingham University Business School17. For this study, both starting (bookmaker) prices and pari-mutuel18 (Tote) prices for 19,396 horses which ran in 2,109 races in the UK between 1st June and 31st August 1996 were included. Their results offered further convincing evidence for the existence of the favourite–longshot bias in bookmaker-based horse racing markets, although the bias was much weaker in the pari-mutuel market. Such a disparity between bookmaker markets with both demand- and supply-side agents19 on the one hand and pari-mutuel markets with demand-side agents only on the other has been confirmed by Michael Cain, David Law and David Peel, writing in the March 2001 journal edition of The Manchester School20. Cain, Law and Peel noted that this anomaly may be better explained by the existence of insider trading on the betting markets set by the bookmakers rather than on the demand-side utility preferences of the bettors. Their idea, originally proposed in 1991 by Hyun Song Shin in the Economic Journal21, is that bettors with inside information on a particular runner bet early with bookmakers at fixed odds and drive down those odds on winners relative to Tote payouts. From his research, Shin suggested that about 2% of bets were from insider traders and concluded that the favourite–longshot bias exists if, and only if, insiders or betting ‘professionals’ operate, and should be proportional in strength to the amount of insider trading taking place.





Whilst these earlier results supported the view that the origins of the favourite–longshot bias lie principally with the decisions of bookmakers rather than in the decisions of bettors, Les Coleman, writing in 2004 in the journal Applied Economics22, argued that since there is still some inefficiency in the Tote markets, there must surely also be some influence by the punters themselves. Demand side contributors to the favourite–longshot bias, where decisions from bettors distort the market and progressively reduce the expected returns on longshots, fall into two sub-categories: conscious embrace of risk, and subconscious misjudgement of true win probabilities.





The view, commonly asserted, that many punters see more value in backing lognshots than favourites simply because the reward is greater was remarked on earlier. The effect of risk-seeking gamblers placing more money on longer odds than is justified by their objective chances of winning is to depress the odds on the longer priced runners and raise those on the shorter prices. An alternative view is that uninformed gamblers, whether risk-seeking or not, simply misunderstand the statistically obvious drawbacks to backing longshots. Support for this viewpoint gains weight from abundant research findings which demonstrate that many punters suffer from the gambler’s fallacy, the belief that the recent occurrence of an outcome (for example three consecutive reds on the roulette wheel) lowers the probability of re-occurrence in an identical, statistically independent event. On the other hand, Coleman postulates that, rather than misjudgement of the statistics, punters may simply be expressing insufficient reason to do anything else than back a longshot. In the absence of additional information about runners all outcomes may be considered to be equally likely and therefore you may as well go for a decent return.





Whatever relative contribution bookmakers, insider trading, risk seeking and simple statistical misjudgement have on the efficiency of a horse racing betting market, it is probably fair to contend that there are basically two groups of bettors. On the one hand there are the informed or skilled, sometimes with relevant information on particular runners, who either are predominantly risk averse backing relatively short priced horses or who bet early with a bookmaker when backing at a higher price. Bettors from this group will frequently show positive profit expectancy. The second, and much larger, group is unskilled, uninformed and risk seeking, and will place bets largely in accordance with chance, more often than not on longshots. Essentially, then, it is the existence of this distinction that creates the presence of the favourite–longshot bias. Does such a bias or market inefficiency exist in sports as well? The short answer is yes, for most of them.





A seminal paper published by Michael Cain, David Law and David Peel in the Scottish Journal of Political Economy23 in 2000 found clear evidence for the favourite–longshot bias in a sample of English and Scottish football league matches played during the 1991/92 season. Betting odds were from the bookmaker William Hill. Their findings are summarised below.





Betting odds and average returns to a unit stake, adapted from Cain, Law & Peel, 2000.








	

Betting Odds




	

Number of bets




	

Average Return









	

Less than 1.66




	

598




	

98%









	

1.66 < odds ≤ 2.5




	

2,116




	

90%









	

2.51 < odds ≤ 5




	

5,432




	

89%









	

Greater than 5




	

509




	

85%









	

All odds




	

8,655




	

90%















The existence of the bias across European league football more generally was found during research for my first book Fixed Odds Sports Betting: Statistical Forecasting and Risk Management24, in which a sample of nearly 12,000 matches was analysed across the 2000/01 and 2001/02 seasons. Backing every home and away team with the bookmaker William Hill would have returned, on average, £0.87 for every £1 staked. By contrast, backing all home and away prices greater than 3.00 would have returned only £0.82 for every unit stake, whereas betting on all teams with an odds-on price would have returned as much as £0.93. Backing teams shorter than 1.50 would have lost only 4 pence for every £1. Repeating the analysis with a much larger data set25 taken from the 2005/06 to 2010/11 seasons using average prices recorded by the online odds comparison service betbrain.com has provided further confirmation for a demonstrable market inefficiency. This time, draw prices were also included with home and away wins, creating a total betting odds sample size of 150,018. Rather unexpectedly a very weak bias was also found for maximum bookmaker prices, which a priori, one might reasonably expect to more closely represent the ‘true’ (or efficient) odds across a full range of betting prices. The results are tabulated below.





Returns from level stakes blind betting average and best industry prices on European football league matches during 2005/06 to 2011/12 for varying betting odds ranges








	

	

Average betting prices




	

Maximum betting prices









	

Betting price




	

Number of bets




	

Return




	

Number of bets




	

Return









	

Odds ≤ 1.5




	

6,235




	

97.74%




	

4,962




	

101.25%









	

1.5 < odds ≤ 2




	

19,243




	

93.90%




	

16,341




	

99.13%









	

2 < odds ≤ 2.5




	

22,164




	

94.21%




	

20,552




	

100.25%









	

2.5 < odds ≤ 3.25




	

44,470




	

90.03%




	

29,886




	

97.73%









	

3.25 < odds ≤ 5




	

45,153




	

87.50%




	

60,796




	

95.84%









	

Odds > 5




	

12,753




	

79.55%




	

17,481




	

95.70%









	

All odds




	

150,018




	

89.81%




	

150,018




	

97.34%















What is also striking is the fact that had a punter bet blindly to level (same-size) stakes on the best available prices as published by the odds comparison betbrain.com he would have lost almost nothing, provided he avoided anything longer than 2.5; that’s a bet sample size of over 40,000! Indeed, betting on anything priced 1.50 or shorter at best available odds would have actually returned more than a +1% profit over turnover. In view of this finding, no punter and indeed tipster, armed with such information, should ever be losing money. Once the odds pass beyond 3.0, returns from blind top price betting are negative although on average only by a few per cent. Given that such a large number of betting odds between 3.0 and 4.0 are for draws, this should serve as a warning to any punter or tipster who believes it is possible to make money from such a market, even when actively searching for the best available prices.





Looking at the inter-seasonal data a gradual reduction in the bookmaker’s overround was observed with an accompanying increase in average returns from blind betting. There is, however, little evidence of any increase in general market efficiency through a weakening of the favourite–longshot bias that had been predicted by David Forrest and Robert Simmons in 2001 in their paper Globalisation and Efficiency in the Fixed-odds Soccer Betting Market26, as a consequence of greater online competition within a tax-free betting environment since the late 1990s. Remember, however, this conclusion is drawn from an aggregate of bookmakers. Some bookmakers will be more efficient than others (as we’ll see in the next section for tennis match betting), and this can have implications for advisory services who may prefer to use them over the less efficient brands. This topic will be picked up again in detail in chapter 5.





Seasonal returns from level stakes blind betting average industry prices on European football league matches during 2005/06 to 2011/12: evens and shorter (25,478 bets) versus longer than evens (124,540 bets)


[image: images]


Indeed, studying the average seasonal betting odds there appears to be no evidence at all for any significant lengthening of away prices (which make up the vast majority of the longshots) or any shortening of home prices (which make up the vast majority of favourites). In fact, the only obvious change over 6 seasons is a gradual increase in the prices for the draws; it appears this is the part of the football fixed odds market where bookmakers have chosen to gradually offer more value to the punter.





Seasonal mean maximum and average fixed odds betting prices and overrounds for European football league matches: 2005/06 to 2011/12








	

	

Home Odds




	

Draw Odds




	

Away Odds




	

Overround









	

Season




	

Max.




	

Avg.




	

Max.




	

Avg.




	

Max.




	

Avg.




	

Max.




	

Avg.









	

2005/06




	

2.502




	

2.276




	

3.563




	

3.323




	

4.632




	

3.965




	

102.73%




	

110.98%









	

2006/07




	

2.495




	

2.289




	

3.551




	

3.334




	

4.643




	

3.999




	

103.01%




	

110.64%









	

2007/08




	

2.501




	

2.298




	

3.570




	

3.342




	

4.492




	

3.903




	

102.39%




	

110.10%









	

2008/09




	

2.501




	

2.307




	

3.646




	

3.385




	

4.577




	

3.962




	

101.65%




	

109.29%









	

2009/10




	

2.565




	

2.369




	

3.748




	

3.466




	

4.667




	

4.066




	

101.43%




	

108.71%









	

2010/11




	

2.535




	

2.358




	

3.753




	

3.478




	

4.506




	

3.979




	

101.37%




	

108.24%









	

2011/12




	

2.611




	

2.415




	

3.843




	

3.529




	

4.658




	

4.057




	

101.02%




	

108.14%















Tennis match betting, with only two possible results in a game, offers potentially better value than football fixed odds, which also has the draw. With the exception, perhaps, of the most popular football leagues like the English Premiership and Spanish La Liga, overrounds for tennis match betting will generally be lower. Indeed from a sample of 7,957 matches27 played between the 19th April 2010 and the 15th May 2012 and analysed for evidence of a favourite–longshot bias, the mean overround from average betting prices collected by the odds comparison website oddsportal.com was just 106.4%, whilst for best prices it was 100.0%, the equivalent of fair odds. The results of the analysis are tabulated and charted below.





Returns from level stakes blind betting average and best industry closing prices on ATP and WTA tennis matches played from 19th April 2010 to 15th May 2012 for varying betting odds ranges








	






	

Average betting prices




	

Maximum betting prices









	

Odds




	

Number of bets




	

Return




	

Number of bets




	

Return









	

1.25 or shorter




	

2,755




	

97.79%




	

2,260




	

100.86%









	

1.25 < odds ≤ 1.5




	

2,721




	

97.90%




	

2,579




	

103.05%









	

1.5 < odds ≤ 2




	

3,042




	

93.77%




	

3,150




	

100.96%









	

2 < odds ≤ 3




	

3,349




	

89.80%




	

3,210




	

99.97%









	

3 < odds ≤ 5




	

2,423




	

84.63%




	

2,593




	

92.76%









	

Greater than 5




	

1,624




	

57.57%




	

2,122




	

81.10%









	






	






	






	






	











	

2 or shorter




	

8,518




	

96.39%




	

7,989




	

101.61%









	

Greater than 2




	

7,396




	

81.03%




	

7,925




	

92.56%









	






	






	






	






	











	

All odds




	

15,914




	

89.25%




	

15,914




	

97.10%















As for fixed odds European league football, ATP and WTA tennis exhibits a pronounced favourite–longshot bias. Betting anything at evens or shorter loses the punter less than 4 pence in the pound. By contrast betting anything longer loses him nearly one fifth of his investment, That rises to nearly a half for bets over 5.00; a staggering outcome. Inefficiency in the betting market persists even at best available prices, although like for football it is weak and exists only really for the longer prices beyond 3.00. Incredibly, had a punter backed every favourite at the best available price, his return on investment would have been nearly 102% from almost 8,000 matches. At £100 per bet that translates into almost £13,000 profit in a little over 2 years, simply from using an odds comparison, considerably better than many of the tipsters analysed in chapter 4. One could not, of course, rely on such a set of results being replicated time and time again.





It has already been observed that the bookmaker Pinnacle Sports offers some of the best value sports betting prices in the industry, and it achieves this through a highly active money management strategy, maximising efficiency of its returns by balancing liabilities for all sides in a betting market. With such an approach one might expect to see a much weaker or even absent bias in their betting odds. Yet we have also seen that for both fixed odds football and match bet tennis the bias remains even for best industry prices. Such a finding would surely support the view that pricing inefficiency is more widely the result of demand-side (bettors) utility or risk preferences, rather than bookmaker-led responses to a few insider traders. To put it another way, even bookmakers offering the best prices on underdogs are forced by the behaviour of their customers as a whole to maintain a disproportionately larger advantage in those prices relative to the fair odds, if they are going to continue to balance their books. Let’s take a look at Pinnacle’s betting odds, specifically a sample of tennis match betting prices28 from the 5th January 2004 to the 15th May 2012.





Returns from level stakes blind betting Pinnacle Sports closing prices on ATP and WTA tennis matches played from 5th January 2004 to 15th May 2012 for varying betting odds ranges








	

Odds




	

Number of bets




	

Return









	

1.25 or shorter




	

7,912




	

100.05%









	

1.25 < odds ≤ 1.5




	

9,640




	

99.84%









	

1.5 < odds ≤ 2




	

12,604




	

98.82%









	

2 < odds ≤ 3




	

12,811




	

96.09%









	

3 < odds ≤ 5




	

9,002




	

92.03%









	

Greater than 5




	

6,559




	

76.10%









	






	






	











	

2 or shorter




	

30,156




	

99.47%









	

Greater than 2




	

28,372




	

90.18%









	






	






	











	

All odds




	

58,528




	

94.97%












As for best prices, there is evidence of a favourite–longshot bias, although again much weaker than for average industry betting prices, and really only noteworthy beyond 3.00. This is not surprising given that for a significant proportion of tennis matches Pinnacle Sports are offering the best industry price for match bet markets. Nevertheless, punters randomly backing anything longer than 4/1 can still expect to lose nearly a quarter of their money. Analysing the inter-seasonal data again shows little or no evidence for any trend towards increased price efficiency, mirroring the evidence from the football fixed odds market. Despite a somewhat anomalous season in 2006 when the gap between returns for odds-on on versus odds against betting narrowed, an 8 to 10% difference has remained fairly constant for the best part of a decade. The overriding conclusion to be drawn from all of this is that if you don’t know your tennis (and football for that matter), don’t ever back the underdog, you’re certain to lose a higher proportion of your turnover.





Seasonal returns from level stakes blind betting Pinnacle Sports betting prices on ATP and WTA tennis matches played from 2004 to 201129


[image: images]


What about other sports? Let’s take a look at darts and snooker. Samples of betting odds and match results data have again been collected from the odds comparison service oddsportal.com. A sample of 1,822 darts tournament matches has been selected with games played between the 5th June 2009 and the 5th February 2012. Games where the draw result is possible, for example the Premier League, have been excluded. For snooker, 3,989 matches have been analysed, played between the 1st April 2009 and the 15th April 2012. Again, matches where the draw is available as a betting option have been excluded. Results are tabulated below, by means of a straight comparison between returns on the favourite and returns on the underdog30.





Returns from level stakes blind betting average industry prices on professional darts and snooker matches played during 2009 to 2012 for varying betting odds ranges








	






	

Darts




	

Snooker









	

Odds




	

Number of bets




	

Return




	

Number of bets




	

Return









	

1.85 and shorter




	

1,824




	

96.32%




	

4,026




	

94.58%









	

Over 1.85




	

1,820




	

86.55%




	

3,952




	

87.65%









	

All odds




	

3,644




	

91.44%




	

7,978




	

91.15%















Yet again we see the same pricing inefficiency, with underdogs over-bet relative to the favourites. The bias is weaker for snooker than for darts but not significantly so.





So far we have looked at sports traditionally favoured by a European or UK betting market. What about those which have, until recent times, largely been the domain of American bettors? NBA basketball lends itself nicely to an analysis of pricing efficiency, since like football, tennis, darts and snooker, money line prices exhibit a wide range of values in a market where some teams dominate over others, if not long term, then at least on a season by season basis. Results from an analysis of 5,098 matches played during the 2008/09 to 2011/12 seasons, with money line data supplied by oddsportl.com, indeed confirm the existence of another convincing favourite–longshot bias, despite an average overround of just 104.9%, although it appears to be a little weaker than for football and tennis.





Returns from level stakes blind betting average industry prices on NBA Basketball matches played from 29th October 2008 to 18th April 2012 for varying betting odds ranges








	

Odds




	

Number of bets




	

Return









	

1.5 or shorter




	

3,124




	

97.07%









	

1.5 < odds ≤ 2




	

2,269




	

95.34%









	

2 < odds ≤ 3




	

2,399




	

94.98%









	

3 < odds ≤ 5




	

1,530




	

88.41%









	

Greater than 5




	

874




	

82.48%









	






	






	











	

2 or shorter




	

5,393




	

96.34%









	

Greater than 2




	

4,803




	

90.61%









	






	






	











	

All odds




	

10,196




	

93.64%















There exist three notable research papers investigating a perceived reverse favourite–longshot bias in Major League Baseball. Linda and Bill Woodland, publishing in the Journal of Finance31 in 1994, found that whilst this betting market was generally efficient, there was some evidence that returns from betting on underdogs (favourites) were significantly higher (lower) than expected returns, based on a sample of matches played between 1978 and 1989. That is to say, the underdogs were under-bet, in contrast to what we have found in football, tennis, darts and snooker. Reviewing their work in the journal of Applied Economics32 in 2002, John Gandar, Richard Zuber, Stafford Johnson and William Dare concluded that there was insufficient evidence to claim that this bias was a true market inefficiency. Then in 2003, publishing in the Bulletin of Economic Research33 the Woodlands updated their original research with 10 years of additional data (1990 to 1999), arguing that the strength of the reverse bias was virtually identical to that found in their original work, and that it appeared to be permanent.





Major League Baseball is somewhat unique as a money line betting market in that there are no hot favourites or rank outsiders in the sport. Indeed, in an 8,878 match sample of data supplied by oddsportal.com spanning the 2009, 2010 and 2011 seasons, plus the start of 2012, the shortest (average) money line price on any MLB team was 1.25 whilst the longest was 4.08. Almost three-quarters of betting prices fall between 0.4 and 0.6 result expectancies, in other words between odds of 1.66 and 2.50, compared to just over a quarter for the NBA sample discussed above. Major League Baseball, then, is clearly not a sport that will lend itself easily to any price-driven market inefficiency, since most of the games played have both teams fairly evenly matched, in comparison to most other sports. The tabulated results below appear to support Gandar, Zuber, Johnson and Dare’s conclusion that there is no significant market inefficiency in MLB money line prices. Here, favourites, not the underdogs, appear to be marginally under-bet, providing a slightly better return on investment, but the difference is not significant, particularly given that the sample of data is much smaller than that used by the Woodlands.





Returns from level stakes blind betting average industry prices on Major League Baseball matches played from 25th February 2009 to 18th April 2012 for favourites and underdogs








	

Odds34




	

Number of bets




	

Return









	

Shorter than 1.91




	

8,810




	

96.46%









	

1.91 or longer




	

8,946




	

94.42%









	

All odds




	

17,756




	

95.44%















The fact that no evidence at all is seen for any reverse favourite–longshot bias in this sample of data might also be a consequence of a different population of bettors. The Woodland’s money line data largely predated the online era and the prices used in their analysis were presumably bet by US punters. By contrast, the 2009 to 2012 sample of betting odds from Oddsportal.com is based on an average of predominantly European and UK bookmakers primarily catering for European and UK customers, who may very well adopt entirely different utility/risk preferences to American sports bettors. Recently (2012), Matt Ryan, Marshall Gramm and Nicholas McKinney published further confirmation of a largely efficient MLB betting market35 for the period 1999 to 2009, although they did propose that early season biases may be present given the generally smaller amount of team information available.





In conclusion we may argue that where a sports betting market offers a large range of result expectancies, with giants playing minnows week-in and week-out, we should expect to see a distinct market inefficiency with favourites under-bet and offering better returns relative to longshots which are over-bet and offer inferior returns, reflecting the typical risk preferences of a large population of unskilled and uninformed bettors. By contrast, where most of the contestants in a sport are more evenly matched (as is typically the case for handicap markets) variance in betting prices will be constricted, and the probability of a more efficient market will be much greater. Of course, none of this tells the punter or tipster how to forecast results more accurately than the bookmaker, but merely how to avoid losing money unnecessarily betting on riskier outcomes simply because the payouts look more attractive. Readers will no doubt have observed that where the pricing inefficiency is strong enough, randomly betting at top industry prices might actually yield a small profit. That such an opportunity exists should serve as a warning to any underperforming tipster looking to charge money for his betting advice. Simply making a 1 or 2% profit over turnover is not good enough, since anyone can conceivably do that just by using an odds comparison. This theme is picked up again in more detail in chapter 3.


The Betting Experience: Bookmakers, Betting Exchanges and Odds Comparisons


So far we have reviewed the nature and character of some sports betting markets and how an awareness of the way bookmakers set their prices can help us at least minimise our losses. But what about the real world betting experience? What problems do punters face when they move from studying the theory to placing bets with real money, and what tools exist to help them to get the best out of online sports betting?





The term ‘odds comparison’ has already been referred to several times. An odds comparison service allows the user quickly and easily to compare prices across a wide range of bookmakers without actually having to visit each and every bookmaker individually, helping the user to find the best available price. An odds comparison service is probably the single most important tool a punter can use to maximise the chances of profitability from his sports betting. Without it, you are potentially handicapping yourself with as much as a 10% extra disadvantage. Given that it is so difficult to take money off the bookmakers over the long term, such an additional handicap can potentially mean the difference between profit and loss, even for a successful forecaster. Regular punters, and indeed all tipsters, are well aware of the benefits of using odds comparisons. Tipsters, in particular, are in the business of presenting as positive a record as is practically possible, and it generally goes without saying that they will prefer to advise their tips at best available prices, although there are grounds for opting to do otherwise, which will be explored later in the book. From the punter’s perspective, there might sometimes be one or two explanations for taking something shorter than the best betting price. Possibly one might choose an inferior price with a bookmaker that will take a larger stake. Sometimes we might even be forced to take it if our stakes have already been limited with the top priced bookmaker. Such practical difficulties thankfully only arise because of previous successes we have had and profits we have made. Generally speaking, however, it’s the best price that we want.





The best online odds comparisons today include:





• Oddsportal.com


• Bestbetting.com


• Betbrain.com (and its subscription service betonvalue.com)





Oddsportal is without a doubt tipsters’ preferred choice. It has the widest coverage of bookmakers, betting markets and sports (only golf is currently missing), it publishes its comparisons in an easy-to-use manner, it allows the user to immediately see what theoretical value he is getting in his betting price, and it is free. Users can view an odds summary of a large number of matches on one page, showing either the average betting price or the top betting price, depending on the user’s preferences, and the number of bookmakers used to calculate those figures. For an individual betting market the lines for every bookmaker are accompanied by a measure of their overround, called the ‘Payout’, This is effectively the inverse of the overround, and describes the maximum possible return a punter could achieve were he to bet on all possible outcomes at the correct stakes. Oddsportal then goes on to calculate the average payout and the maximum payout if betting the best available prices. The table below shows an example, taken from France v England in Euro 2012 on the 11th June 2012.








	

Bookmakers




	

1




	

X




	

2




	

Payout









	

10Bet




	

2.41




	

3.1




	

3.14




	

94.70%









	

12BET




	

2.42




	

3




	

3.1




	

93.53%









	

188bet




	

2.38




	

3.15




	

3.2




	

95.23%









	

5Dimes




	

2.5




	

3.18




	

3.29




	

98.19%









	

Bet Victor




	

2.45




	

3.13




	

3.3




	

97.02%









	

bet365




	

2.5




	

3.1




	

3




	

94.70%









	

Betfred




	

2.5




	

3.2




	

3




	

95.62%









	

Blue Square




	

2.5




	

3.1




	

3.1




	

95.68%









	

Bodog




	

2.4




	

3.1




	

3.2




	

95.08%









	

bwin




	

2.35




	

3.1




	

3.1




	

93.40%









	

Canbet




	

2.45




	

3.18




	

2.91




	

93.78%









	

Expekt




	

2.45




	

3.15




	

3.05




	

94.92%









	

Interwetten




	

2.5




	

3.2




	

2.85




	

94.04%









	

Ladbrokes




	

2.4




	

3.1




	

3.2




	

95.08%









	

Paddy Power




	

2.5




	

3.1




	

3.1




	

95.68%









	

Pinnacle Sports




	

2.49




	

3.19




	

3.29




	

98.13%









	

Sportingbet




	

2.4




	

3.1




	

3




	

93.23%









	

Stan James




	

2.5




	

3




	

3.25




	

96.06%









	

totesport




	

2.5




	

3.2




	

3




	

95.62%









	

Unibet




	

2.35




	

3.2




	

3.2




	

95.19%









	

WilliamHill




	

2.5




	

2.9




	

3.2




	

94.58%









	

Average




	

2.45




	

3.12




	

3.12




	

95.28%









	

Highest




	

2.5




	

3.2




	

3.3




	

98.47%















Such a feature is incredibly useful, since the user can immediately see how much theoretical value he is getting in his betting price. Of course, the value of the payout, like the overround, only provides a hypothetical measure of your expected return, clearly not whether the bet will win or lose, nor indeed even an expectation of returns over the longer term. That would only be possible if we could be sure that the betting market was fully efficient. As we have already seen, however, many are far from that, with the underdogs (favourites), on average, priced shorter (longer) than they should otherwise be based on actual long term result expectancies. Nevertheless, find a price, particularly a shorter price, close to or even greater than a payout value of 100% and you can be fairly confident that you have found betting value, before even considering whether there is any forecasting merit in such a selection, that is to say whether the bookmakers, as a whole, have made a mistake.





Of course, being able to bet on the best available price requires the punter to have a large number of active online betting accounts. There are over 100 online sports bookmakers operating today; having an account with each one would potentially be a logistical nightmare, not to mention an expensive one, although it is not necessary to have every account funded all of the time. More practically, perhaps 20 or 30 accounts with the best and most reliable brands would be appropriate, choosing those which have reputations for the best prices, the best customer service, cheapest methods for funding and withdrawing money and the most favourable treatment of winning customers. There are a number of websites that offer reviews of bookmakers, including bookmakersreview.com and goodbookmakerreviews.com, which rate online sportsbooks according to a variety of criteria. Whatever portfolio of accounts a punter chooses to have, there are two brands that really are an absolute must: Pinnacle Sports and Betfair.





When it comes to best prices, Pinnacle Sports is largely unsurpassed amongst bookmakers. As already discussed earlier in this chapter, they manage this by adopting a far more dynamic odds management system, balancing customers’ flow of money and their own liabilities to ensure that they take their percentage whatever the result of the events being bet on. By doing so it is able to more frequently than perhaps any other online bookmaker offer the best industry prices for a wide variety of sports and betting markets. The majority of tipsters recognise this and by far the largest proportion of tips advised by sports advisory services as a whole is now with Pinnacle Sports. The chief drawback for the punter of such an odds management system is the frequency with which prices change. For less popular markets, furthermore, with much smaller volumes of trading, even a relatively modest number of bets or modest stake sizes can move a betting price, sometimes quite significantly. For the tipster advising his selections with Pinnacle Sports, this can cause a problem. By the time his customer has received the advice, the price may have dropped. And where a tipster has a fairly large number of customers, those betting first may push down the price before the rest can put their money down. In the extreme, where a tipster backs his own selections, and does so before sending out his advice to his customers, his own action, if at a large enough stake, could on its own change the market. When that happens repeatedly, this can create a credibility problem. Customers who find more often than not that they are unable to take the prices advised by their tipster will quickly start to complain. If that is done in public, the tipster’s reputation will suffer, even if he has a profitable record. Of course, price drops occur for all major online bookmakers, but for Pinnacle Sports, they are the most frequent, and all tipsters who use them should make a point of ensuring that their customers understand this.





On a more positive note, Pinnacle Sports allow some of the largest stakes in the industry and adopt a very positive attitude towards successful customers. Pinnacle Sports are without doubt the leading bookmaker of choice for the serious or professional bettor. With the majority of online bookmakers, particularly the more old-school brands who are less active at managing betting lines, stake limitation for winning customers is a typical method of managing liability. Today, it is a simple matter for a bookmaker to analyse the betting history of any of its customers. Once identified as a winning customer, you may very well find yourself limited with regards to the amount you are allowed to wager. In the extreme you might even find your account closed. Of course, none of that seems fair. If a bookmaker is not prepared to take your money, why, you might ask, are they in the business at all? Of course, the explanation is that bookmaking is essentially all about risk management, and different bookmakers choose, and have the right to choose, how they go about managing their risks. At the end of the day they are in it to make money, not to make you some money. Their terms and conditions are king. If they say they reserve the right to limit or close your account at any time without explanation, then they are perfectly entitled to do so. You agreed to abide by the terms and conditions when you opened a betting account, so there’s no point complaining about them now. If you don’t agree, don’t sign up, or close your account with such a bookmaker yourself if you already have. Fortunately, with Pinnacle Sports and a few other brands, we can bet in confidence, knowing that this sort of thing will never happen.





So why don’t Pinnacle Sports ban winners? Again, it’s a question of money management. No matter how good Pinnacle Sports are at setting betting lines, there will always be a few who are better at it. Wagers from marked winning customers, particularly the early trades on the opening prices, enable Pinnacle Sports to more readily identify where they have made mistakes, allowing them to move betting odds towards those which will be more conducive to a more favourable management of liability. So long as they achieve this goal, guaranteeing their profit margins, whatever the results and however many punters are profiting over the long term, Pinnacle Sports are actually not funding their winning customers at all, the much larger population of losers is. As such, Pinnacle Sports is really then just taking a commission, like the betting exchange Betfair, from the totality of trades placed with it. The only significant difference is the way in which that commission is generated. Betfair need winners to monetise their business model, which takes a 2 to 5% commission from all profits. Pinnacle Sports need winners to identify the best money management strategy. Both are quite content to let them keep winning because they know it is the losers who are funding them.





Like Pinnacle Sports, the betting exchange Betfair will never stake limit or close your account if you win. Why should they? They make their profits of the back of yours. Befair are just the middle man acting between punters, half of whom are backing and half of whom are laying. Betfair enables the customer to act as both the punter (the backer) and the bookmaker (the layer), something you can’t traditionally do with any online bookmaker. This can have major advantages, particularly for sports markets with more than two possible outcomes, where the punter wants to bet on something not to happen. The only thing limiting the amount you want to bet will be the amount of money available to back or lay. This will be dependent on the popularity and size of the betting market. Premiership matches will see millions traded, with 4- or even 5-figure sums available to bet at any one time. A minor league ice hockey or volleyball match, by contrast, might be 1,000 times smaller in terms of volume. For these smaller markets, a traditional bookmaker who is prepared to accept a larger stake may be the preferred option. Furthermore, although Betfair sells itself as offering the best payouts, this may not always be the case once their commission is taken into account.





Consider the following prices on the Premiership match between Arsenal and Chelsea.











	






	

Home




	

Draw




	

Away




	

Overround









	

Pinnacle Sports




	

2.02




	

3.74




	

3.88




	

102.0%









	

Betfair




	

2.06




	

3.75




	

3.95




	

100.5%















On the face of it, Betfair look to be offering the best prices for all three betting options. Include the effect of a 5% commission36 (deducted from the profits of all winning bets), and things look very different.











	






	

Home




	

Draw




	

Away




	

Overround









	

Pinnacle Sports




	

2.02




	

3.74




	

3.88




	

102.0%









	

Betfair (post commission)37




	

2.007




	

3.6125




	

3.8025




	

103.8%















Of course, this is just theoretical since only one price can be a winner, but losing prices pay nothing anyway so the analysis is still valid. It is true that a Pinnacle Sports customer might have to pay a little fee when withdrawing winnings from his account, but most of the time he will not do that after every single winning bet. The lesson here is that whilst Betfair regularly beats the majority of bookmakers, even Pinnacle Sports, to the best prices, unless one factors in the effects of their commission, one will not have a true picture of the relative betting value.





All things considered, however, having a Betfair account is absolutely essential for the serious bettor. They will not close your account when you win, they allow you to bet on things not to happen, and they readily do offer the best prices, even after the influence of commission, particularly at longer odds. To see why, take a look at the following table, showing evidence of a wholly efficient football betting market, from an analysis of a year of football matched bets made available by Betfair’s historical data archive38.





Returns from level stakes blind betting volume-weighted average Betfair (pre-commission) prices on worldwide football league matches from 29th October 2004 to 31st October 2005 for varying betting odds ranges








	

Odds




	

Bets




	

Return









	

<1.5




	

2,303




	

99.00%









	

1.5 to 2




	

6,163




	

97.03%









	

2 to 2.5




	

6,619




	

101.05%









	

2.5 to 3




	

5,510




	

98.83%









	

3 to 3.5




	

9,202




	

97.76%









	

3.5 to 4




	

8,554




	

99.12%









	

4 to 5




	

6,097




	

98.85%









	

5 to 10




	

6,291




	

98.05%









	

>10




	

1,672




	

99.38%









	

Total




	

52,411




	

98.69%















The results demonstrate quite emphatically that for football at least the Betfair market is to all intents and purposes a reflection of the ‘true’ or ‘fair’ probabilities of football match outcomes, across the entire betting odds spectrum, with minor differences in observed returns simply a consequence of statistical noise. The average payout of 98.69% more or less mirrors the typical overround which will be anything from a shade over 100% up to 102% for the majority of highly traded football fixed odds markets. There is little doubt that this market efficiency will be present for other heavily traded sports as well. The reason is a consequence of there being no single profit incentive, namely the bookmaker. Instead there are many backers and many layers, and through a collective process known as the ‘wisdom of crowds’ the betting population as a whole correctly (on average) identifies the true chances of sporting outcomes. Such a market is said to be ‘informationally efficient’. With price movements and volumes of money previously traded for all to see, the possibility of inside information and gaining an advantage disappears. Of course, some punters do make a living from betting at Betfair, so this cannot be completely correct. Of course, we have merely been talking about averages. Those bettors who do make money at Betfair, much like the winners at Pinnacle Sports, will be the early market setters or those first to obtain new market information, and who have a keen eye for mistakes made by those less skilled.





At this stage one might be forgiven for thinking that, if many bookmakers will limit our account if we win, and Pinnacle Sports and Betfair offer such great betting prices without the staking restrictions, why not simply bet with them and their kind and leave the other brands well alone? It is certainly conceivable that the best punters will do just that, having lost patience with more typical bookmakers who use such aggressive account management tactics as a means of risk management. Only the best, however, will be successful enough to gain an edge, and in practice this will mean having the forecasting skills necessary to be able to bet early and take value when it first appears. Once the money starts to flow, odds will move towards the best guess for the fair price, and the edge, on average, will disappear. Betfair and Pinnacle Sports may offer the best prices but they also manage the most efficient price markets. For Betfair, inefficiency is largely non-existent. Whilst more prevalent at Pinnacle Sports, it is still much weaker than for a typical bookmaker. The greater the efficiency, the harder it will be to find an edge. The sooner those markets move towards efficiency, the quicker the punter has to be to spot one and take the value. For the majority of us, who often follow rather than lead the market, we may need to rely on those less efficient bookmakers who are prepared to offer better value for longer, giving us those few extra percentage points of value that we need to get over the profit line.





How, then, can we guard against the risk of interference by the bookmaker with our ability to place the bets at the stakes we want? Again, having a larger number of accounts will be of great help. Provided it is not the same brand name that comes up time and time again with the best price, the punter will be able to spread his bets across a variety of bookmakers. By doing so, he minimises the chances of a winning run getting flagged, since the time over which such a run might occur will be significantly lengthened. Furthermore, a punter betting across a wide spectrum of odds might intentionally choose to place a low expectancy39 bet with a bookmaker where he has had a few consecutive winners thus far. Since the bet has a much greater chance of losing than winning, if it does so, he has ended the winning streak and lowered the risk of the bookmaker identifying him as a winner to be actively managed. Of course, should such a high-priced bet win, then that risk will be substantially magnified, but at least with the reward of a big payout.





The way a punter manages his money will offer signals to the bookmaker for exactly who he is dealing with. Large stakes will naturally get a punter noticed quickly, especially if they are winning. The variety of those stake sizes is also important too. Repeatedly betting level stakes, striking wagers to win fixed sized profits or employing carefully calculated Kelly percentages with actual stakes placed to the nearest pence (or cents) will clearly stand out amongst the crowd and set alarm bells ringing. I’ll be wrapping this chapter up with a little look at the typical staking plans available to the bettor. When deliberating their use in the real world, always consider introducing a little bit of random variability into your staking to help quieten those sirens, even when following the staking advice of your tipster.





More recently, betting brokerage firms have offered an alternative approach to dealing with stake limitation and account closure by the bookmaker. For a fee they will essentially bet your money for you, searching for the best prices, and facilitating customers who wish to bet large sums of money and who would otherwise be struggling to find an outlet for their turnover. For those bettors who have established a considerable edge over the bookmaker, whether that be via their own forecasting techniques or following the advice of a successful advisory service, such brokerage firms like betbutler.co.uk and samvobetbroker.com may provide a useful means of overcoming these problems. However, with a commission charge applied to access the service (for Betbutler it is 3% of turnover), such a service is not for the marginally successful bettor. Furthermore, it is usually aimed at the high roller looking to turn over many thousands of pounds (or currency equivalent) per week, and minimum stake limitations may very well exist (for Betbutler it is £1,000). Clearly, this will not be for the majority.





The Secret Betting Club has produced a definitive Guide to Account Closure and Restrictions, containing useful ideas and experiences of its author, a professional gambler (Mr Gekko40) who has spent the last few years earning a decent living following a number of profitable advisory services. Such a guide will prove very useful to any punter facing the day-to-day practicalities of staying under the radar of most of the online bookmakers, exploring the techniques available to help him appear like a mug but in practice to win like a professional.


Staking and Money Management


There are really only two things to decide when placing a bet: what to bet on and how much to bet. For punters using a sports advisory service the first of these is pretty much taken care of. The majority of tipsters will also offer advice on staking, usually in the form of units or a percentage of a betting bankroll rather than actual amounts of money, which will largely be down to the wealth of the individual punter, the amount of spare capital he has to bet with and his risk preferences. A 10 unit bet, for example, could mean £10 for one punter, whilst it could mean £100 or even £1,000 for another. Similarly, if a 5% stake size is advised, a punter with a bankroll of £10,000 would be staking £500, one with a £100 bankroll, just £5. Of course, the number one golden rule for any form of gambling is that a punter should never risk more than he can afford to lose. Consequently, his first task before embarking on a betting project, whether it is through his own research or via that of an advisory service, is to identify a sum of money – his bankroll – which, if lost completely, will not affect him financially, emotionally, socially or otherwise. If that bankroll grows successfully over time, the punter can choose to reassess how much he is prepared to risk, but the underlying principle should remain the same. The size of the stakes he then bets will be a reflection of the decisions he has made regarding the size of the bankroll he is prepared to gamble with.





There are essentially just two types of staking methodology, into which a whole series of plans can be fitted: one that calculates the stakes according to the size of the original bankroll and the other which calculates the stakes according to the size of the current (or rolling) bankroll. With the former, stakes are usually just quoted as units, for example 5 units on Liverpool to beat Manchester United. If the original bankroll was 100 units then this would represent a stake of 5% of the original bankroll. If the bet won at 2/1, the new bankroll would be 110 units. Regardless of this increase, the next bet would still be referenced with respect to the original bankroll. If that was the same stake size, it would again be 5 units. The most typical staking plan of this kind is the level staking plan where everything is basically bet to a unit stake (whatever that might be). Advocates of this plan argue that it just keeps things nice and simple. It is also the best plan with which to establish whether a punter or tipster is successful. In the long run, all staking plans will win or lose, but the level staking plan basically cuts to the chase, since the return on investment is directly proportional to the edge the punter or tipster has gained over the bookmaker. After 100 even-money bets of £1, if your bankroll has grown from £100 to £110, your yield and edge over the bookmaker is 10%.





Detractors of level staking argue that you should not be risking the same amount of money on a longshot as you would on a favourite, since the former has a much lower probability of winning. In the long run it would actually make no difference, provided the edge you gained over the bookmaker was the same for all different betting prices. Over the shorter term, however, reducing the size of stakes for longer prices (or increasing it for shorter prices) is certainly more risk-efficient, placing more (stake) emphasis on outcomes that are more likely to happen. The most risk-efficient staking plan, of course, is one where the punter aims to make the same profit, regardless of the odds. Here, one calculates the stakes by means of the following relationship:





Stake = 1 / (decimal odds - 1)





So if a bet of evens (2.00) attracts a stake of 1 unit, one at 3.00 will have a stake of 0.5 units whilst one at 1.50 will have a stake of 2 units. Of course the punter or tipster could choose to multiply all those sizes by a fixed constant, but the proportionality in the staking would still be maintained to ensure the same money was made for every winning bet. We might call this type of money management fixed profits staking. The table below compares the relative probabilities of losing a bankroll for both level staking and fixed profits staking, over a 250-bet sequence for different average betting prices, where the punter has an edge over the bookmaker of 10%, his opening bankroll is 100 units and his average stake size is 5 units41.











	

Average odds




	

5.00




	

3.33




	

2.50




	

2.00




	

1.66









	

Level staking




	

37%




	

19%




	

7%




	

2%




	

0%42









	

Fixed profits staking




	

27%




	

14%




	

4%




	

1%




	

0%















The reader might well be alarmed at the prospect of there being over a 1-in-3 chance of losing a 100 unit bankroll when betting 5 unit level stakes at odds of 4/1 after just 250 bets. The lesson is clear: even what might be thought of as representing smallish stakes can actually be considerably risky. In this case it would pay to reduce the stake size, as one would be doing for a fixed profits strategy anyway. 2 unit levels stakes would see a risk of 5% for an equivalent strategy; 1 unit stakes reduces it almost to zero. Alternatively, the punter could instead opt to bet at shorter prices.





Instead of fixing the units risked according to an original bankroll, many punters and tipsters prefer to increase and decrease their stakes as their bankroll increases and decreases. In this instance, it is more usual to see stakes quoted as percentages. For the example above, Liverpool to beat Manchester United at 2/1 might be advised with a stake of 5%. If our bank is currently 100 units, then this will mean a stake of 5 units. If it wins, the next stake of 5% would now be 5.5 units, or 5% of 110 units. Proponents of percentage bank staking point out that one can never lose all of your money. Hypothetically that is true, but an unsuccessful punter or tipster will in practice end up with such a small bankroll as to make further staking irrelevant. An additional drawback with percentage bank staking is that it takes longer to recover from losses than for an equivalent fixed unit staking plan, simply because the stakes you are betting to recover the losses are proportionally smaller. Of course the flip side is that when you are winning, profits will accelerate faster.





Theoretically the most efficient staking plan, at least for events where there are just 2 possible outcomes, is the Kelly staking plan. This combines the features of percentage bank staking and fixed profits staking with a further variable, the betting edge, to ensure that proportionally more money is risked where the punter or tipster has (or believes he has) a greater edge over the bookmaker. As such, a Kelly stake can be defined as:





Kelly stake = (edge - 1) / (decimal odds - 1)





where the Kelly stake and edge are quoted as decimal percentages, i.e. between 0 and 1. For example, if we believed that our 2/1 shot on Liverpool had a 20% edge over the bookmaker (in other words the fair price should be 6/4 or 2.5043), then our Kelly stake would be given by (1.2 - 1) / (3.00 - 1) = 0.1 or 10% of our rolling bankroll. If our bankroll was 200 units, our Kelly stake would be 20 units.





There are some punters, and indeed a few very silly tipsters, who like to make use of progressive staking plans. These vary in nature, but basically adopt the same theme of looking to recover earlier losses by means of increasing stake sizes. Such a strategy is mathematically flawed and completely irresponsible. Such money management models itself on the infamous Martingale system, where stakes are doubled on even-money bets, for example red-black at the roulette wheel after every loss until a winner is found. Advocates will tell you that you can’t fail to lose because it’s just a matter of time waiting for the next winner, and when it comes all previous losses will be wiped out in addition to gaining the target profit. In practice, of course, it is all too easy to either run up against bookmaker limits, or worse still, wipe out your entire bankroll in a very short space of time. Find a bookmaker that offers to accept infinitely large stakes; go to him with an infinitely large amount of money; and bet with him for an infinite length of time. Arguably, then, Martingale and its ilk would be worthwhile; otherwise forget it. It’s simply not worth saying anything more. Loss chasing is for fools. If you’re not one, don’t do it, unless you’re just having a bit of fun and understand the potential of what can happen. For those readers interested, I have provided a thorough analytical comparison of these various staking plans and their associated risks in my first book Fixed Odds Sports Betting: Statistical Forecasting and Risk Management, and in particular demonstrated unequivocally that progressive staking is to be avoided without reservation.





So much for the theory of money management; as discussed in the previous section, punters need to give some careful consideration to their actual staking with the bookmakers to avoid becoming marked as a ‘professional’. Employing a Kelly staking strategy would invariably result in a whole series of apparently unrelated non-integer stakes which might either be flagged as an intelligent staking plan or, worse still, part of a series of arbitrage bets. Bookmakers are notorious for despising arbitrage (or sure-bet) hunters, those who look to back all possible results with 2 (or more) bookmakers at prices sufficient to ensure that a (small) profit is made regardless of the result. This can occur when the theoretical overround of a best-prices book falls below 100%. To ensure that it works, arbitrage hunters must place carefully calculated stakes usually to the nearest pence or cents. They stand out like a sore thumb if used repeatedly. Your £35.64 stake might in fact just be a Kelly stake, but if the bookmaker suspects you of arbitraging, you could be one step away from account closure. Even using a simple percentage bank staking strategy can present similar problems. If doing so, you might consider playing it safe by rounding stakes to the nearest £1, £5 or £10, to make them look less obviously part of a ‘professional’ strategy.





Whatever staking strategy a tipster advises, his subscribers should always consider whether they should stick to it absolutely or vary it in some way. Staying under the radar of bookmakers is one good reason to deviate from anything but the simplest of plans. Another will be due to different risk preferences a subscriber might adopt compared to his tipster. An advisory service might advise a flat rate of 5% of a rolling bankroll for every tip. The subscriber might consider this too risky and opt to cut that in half. Or he might prefer to accelerate his potential profit taking and double it. Or he might choose to factor in the betting prices and target the same absolute or percentage win for each wager. Ultimately the punter should always do what he feels comfortable with. Yes, try not to deviate too far from what the tipster is advising; you are after all paying for that advice. But don’t stress too much about sticking to it absolutely, and if in doubt just bet to level stakes, unless the range of betting odds is really large. In the long run, such a strategy will demonstrate whether your tipster is a ‘black cat’ or a black hole. There is no money management plan that can turn a losing tipster into a winning one, and tipsters that believe there is are just tinkering for the sake of tinkering without any real understanding of risk management and probably also sports betting as a whole. In the extreme, where your tipster makes drastic changes to his advised staking, for example jumping from a 1 - 10 point plan to 100 point flat stakes, ask him why he has done that. If he’s unable to offer a valid reason – saying the new bigger stakes are for high value guaranteed winners is not a valid reason – stop subscribing at once. In reality, such dramatic changes will usually reflect either a desire to claw back previous losses or represent the inherent greed of a tipster looking to show bigger numbers and an apparently better record. Just how we go about measuring the success, or otherwise, of a record of tips will be the subject of the next chapter.





2 Source: betcalc.com/oddsconverter.php


3 Strictly speaking this term should be reserved for bets that are not settled at all due to the interruption and incompletion of the event being bet on.


4 A few gamblers believe it is possible to ‘control’ the throw of the dice to increase the probability of a particular throw outcome.


5 A ‘book’ is simply the full record of betting transactions on all possible outcomes at all the available odds made with the punters for a particular event; hence the terms ‘bookmaking, which technically refers to the management of betting probabilities for the purposes of making a profit, and ‘bookmaker’.


6 In horse racing a simple rule of thumb is that bookmakers allow for 2% per runner when setting the overround of a race. 8 runners, for example, would mean an overround of 116%. Whilst this rule will not be directly applicable to sports betting, it does offer a useful guide.


7 These overrounds are for the English Premier League. Overrounds for less popular leagues will be considerably higher.


8 Many bookmakers only offer prices for a limited number of potential scores and do not offer an ‘any other score option’ for their correct score markets. In this case, lower overrounds may not necessarily be a reflection of better value.


9 As for football correct scores, it is not likely that any bookmaker will offer a price for every player in a golf tournament betting market and overrounds will vary accordingly.


10 Source: Wikipedia, en.wikipedia.org/wiki/Vigorish


11 [(1/1.909) + (1/1.909)} x100% = 104.8%


12 Readers will recall that American spreads and Asian handicaps have a few more possibilities, including the push or tie, and the half win and half loss.


13 Even non-sporting contests like ‘white Christmas’ betting involve at least two propositions: it will be a white Christmas; it won’t be a white Christmas.


14 Since the advent of the betting exchanges that allow punters to both back and lay prices, a more sophisticated breed of betting trader has evolved who cares little about sporting outcomes but, like a bookmaker, looks to secure small but risk free profits by taking positions on all possible outcomes that he is interested in. More often than not, this will involve backing and laying the same outcome, but at different prices. Those interested in learning about betting exchange trading should consult the excellent book Lay Back and Think of Winning (2005), by Nigel Paul.


15 Although a bookmaker may avoid offering a value price via the protection of the overround, he may still actually face a financial liability if the weight of money coming in on the misjudged price is much heavier than he anticipated. Of course, such an incidence would alert him to his pricing error and he could subsequently adjust his price, sometimes many times. As we have seen, some bookmakers, for example Pinnacle Sports, are rather better at this than others. Nevertheless, he will want to avoid large price swings that could arise if his opening prices fail to accurately reflect the fair odds in the first place.


16 Vaughan Williams, L. & Paton, D. (1997), Why is there a Favourite–Longshot Bias in British Racetrack Betting Markets? The Economic Journal, 107 (January), pp. 150-158.
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18 In pari-mutuel betting the prices for runners are not set before the off, but dividend winnings for each successful punter are determined by the total pool of money bet, divided after expenses are taken off, amongst winners in proportion to the sums they have wagered individually.


19 The demand-side agent here is the population of punters, whilst the supply-side agent is the bookmaker.


20 Cain, M., Law, D. & Peel, D. (2000), The Incidence of Insider Trading in Betting Markets and the Gabriel and Marsden Anomaly. The Manchester School, 69(2) (March), pp. 197-207.
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24 Buchdahl, J. 2003, Fixed Odds Sports Betting: Statistical Forecasting and Risk Management, High Stakes Ltd., London.


25 For the analysis a number of matches were removed. These included games where the results had been awarded by arbitration (for example if one side was being punished by its football league authorities), matches where there were fewer than 10 bookmakers available to compute the average prices and matches where the theoretical overround based on betting maximum prices was less than 98% and more than 105%. Such outlier betting prices were considered to be unreliable. In total these matches accounted for 8% of the data set, leaving a total of 50,006 games for the analysis. Draw prices were also included, creating a total betting odds sample size of 150,018.


26 Forrest, D. & Simmons, R. (2001), Globalisation and Efficiency in the Fixed-odds Soccer Betting Market, Centre for the Study of Gambling and Commercial Gaming.


27 For simplicity, all matches where one player retired before completion have been removed from the sample, since different bookmakers have different rules regarding the settlement of bets where tennis matches do not complete. Additionally, matches where the theoretical overround calculated from best available prices was less than 98% and more than 105% have also been removed, again because those data were considered to be unreliable. In total the removed matches accounted for 22% of the data set leaving a match sample size of 7,957.


28 As for the sample of average and best industry prices analysed before, all matches where one player retired have been removed, along with matches where data error is clearly or likely evident on the basis of the calculated overround (anything less than 100% and more than 105% was removed) and where there were no odds recorded. In total the removed matches accounted for 6% of the data set leaving a match sample size of 29,264. It should also be noted that betting odds for Pinnacle Sports were not recorded for all of 2009.


29 Data for 2012 has been omitted from this chart since a full season was not completed at the time of the analysis.


30 1.85 has been chosen as the partitioning betting price given that it very closely approximates to the price equivalent to equal favouritism for both players. A book with both players prices at 1.85 has a 108% overround, very close to the average overround for both samples of data (107%).


31 Woodland, L. M. and Woodland, B. M. (1994), Market efficiency and the favourite–longshot bias: the baseball betting market, Journal of Finance, 49, pp. 269-280.
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33 Woodland, L. M. and Woodland, B. M. (2003), The Reverse Favourite–longshot Bias and Market Efficiency in Major League Baseball: An Update, Bulletin of Economic Research, 55 (April), pp. 113-123.


34 1.91, equivalent to 10/11 (fractional odds) or -110 (American odds), has been chosen as the favourite/underdog price separator on the basis that it is equivalent to an overround of 104.7%, matching the average overround for this sample of data.


35 Ryan, M., Gramm, M. and McKinney. C. N. (2012), Information effects in Major League Baseball betting markets. Applied Economics, 44, pp. 707-716.


36 Regular Betfair customers can reduce their commission percentage by up to 60%, in other words down to a minimum of 2%.


37 One can calculate the effective post-commission Betfair price simply be means of the following equation: B = [(1-b)x0.95]+1 where b = pre- commission price and B = post-commission price, with a commission value of 5%.


38 data.betfair.com


39 Readers should not confuse this with low (or no) value. Low expectancy, of course, simply means a low probability of occurring. A punter might have found a 50% edge in a 9/1 shot, but this would still only have a 15% probability of winning.


40 Mr Gekko also proofed his own advisory service to Sports-Tipsters from 2010 to 2012 (see Mr Gekko Bets in chapter 4). Unfortunately it proved not to be as successful as some of the others he was himself following.


41 Taken from Buchdahl, J. (2003). Fixed Odds Sports Betting: Statistical Forecasting and Risk Management, High Stakes Publishing, London.


42 Of course there is never a zero probability of losing all your money in gambling, whatever you do. Here the percentage has been rounded down to the nearest integer value which in this case was 0%.


43 3.00 / 2.5 = 1.2 or an edge of 20% when expressed as a percentage.




CHAPTER 2


Analysing a Record of Tips


How do we know whether we are making money from our betting? It’s a straightforward question to ask, and one would have thought the answer would be equally obvious – just count. It is remarkable, however, how many bettors actually don’t bother or don’t know how to count properly. Furthermore, it’s not just good enough to know how much profit we have taken, but whether that profit is the result of skill or chance. Why would one care about that? After all, if we’re up, it must be down to skill, right? Wrong. Play black at a roulette wheel, paying even money. After 10 spins we might have won 7 and lost 3. Great, but is that the result of skill? Not likely, not in a game of chance like this. Play for a 100 spins. We might still have won 55, and lost 45, and still be in profit. In the long run however, the statistics of the game will get the better of us. For a European roulette wheel, 1 in 37 spins on average will land on the zero, with 18 landing red and 18 landing black. The green zero gives the house its edge (bets on both red and black lose), and is where the casino makes its profit. Over the long term, the player will lose 1/37th (or 2.7%) of his total money bet44. For sports it’s exactly the same. If we don’t have the edge over the bookmaker’s built-in overround, we will be destined to lose in the long run. Fortunately, as we know, sports are not simple games of chance like roulette, and if the punter, or tipster, can find that edge (unavailable in casino roulette), he can potentially make a profit. This exercise, however, plainly demonstrates why it is important to know whether we have found that edge. A short sequence of profit taking could just as likely be down to luck as be the result of skilled forecasting. The longer the profit taking lasts, however, the more confident we become in our ability, or our tipster’s ability, to find the edge over the bookmaker. Later in this chapter I will look at the statistical techniques available to us to test for the presence of this ability. First, however, I will review how we quantify the profitability of a betting record.


Return on Investment and the Yield


Suppose we strike 100 even-money level stakes wagers at £1 each for a total turnover of £100. Suppose 55 of them win and 45 of them lose, so that by the end we have returned £110. Expressed as a percentage, our return on investment – I’ll call this r – is 110% (or 1.1 expressed as a decimal), simply the total amount of money given back by the bookmaker divided by the total amount of stakes we put in to make the bets. In the first chapter we saw that our return expectancy, R, from a bet is simply the ratio of the actual betting odds to the fair (or true) betting odds. Where the actual odds are greater than the fair odds, we have found value and our return expectancy will be greater than 1. In other words, on average we will get back more than we staked. Where they are less, return expectancy will be less than 1 and, on average, we will lose money. Of course on a bet by bet basis, we either win or we lose (discounting Asian handicaps and push results for the moment), but aggregated over a series of bets, we will be showing a specific return for the stakes we have invested. It is from this return that we can retrospectively calculate what the fair odds should probably have been. In this example, with 55% of bets winning, the fair odds will be 1/0.55 or 1.818. We can then compare this figure of the fair odds to the figure we may have calculated from our prediction model for such a series of betting. If our prediction model had also calculated the fair odds for these even-money bets to be 1.818, our actual returns, r, have then provided valuable confirmation that we must have been doing something right. Where r deviates significantly, either higher or lower, from the return expectancy, R, predicted by our forecasting it will be safe to say that there is probably something wrong with our forecasting. Of course, if we had ended up with a return on investment of 90%, we might intuitively believe that anyway. Conversely, had we finished with 130% of what we put in, it is unlikely we would give too much thought to why we had done much better than our model had predicted, basking in the glory of making so much profit. Nevertheless, the same level of scrutiny should be applied. Why had our actual returns outperformed the prediction model? Was the excess simply down to chance, or worse, was the whole lot the result of good fortune and in fact the prediction model was not working at all? To help answer these questions we need to test such a betting record for statistical significance; more of that a little later.





Instead of expressing profits as a return on investment, we can choose instead to quote them as a percentage of total turnover. All we are doing here is removing the stakes from the figures. In the example above, r = 110% (or 1.1) is equivalent to y = 10% (or 0.1), where y is the profit over turnover, or ‘yield’, here £10 profit from £100 staked in total. The term ‘yield’ has been lifted from the world of finance, where it is used to describe the size of the interest or dividend received from an investment. The term is sometimes misused by some tipsters to describe the capital appreciation of their bankroll. Suppose, in the example above, we had started with a £10 bankroll, so that by the time we had turned over £100 and made a profit of £10, we had doubled it. Mistakenly used, one might see the tipster describing his yield as 100%. This would be incorrect. His bankroll growth is 100% but his yield is still just 10%. Such misquoting of yields can be used to make a tipster appear much better than he actually is.
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