Why, Ultimately, A Betting Bank Will Be Lost

There’s a saying that ‘All roads lead to Rome’.  In fact, all roads once did.  The ancient Roman road system was a magnificent feat of engineering.  There were more than 50,000 miles of roads all radiating from the miliarius aurem in the Forum in Rome.  Hence the saying, all roads lead to Rome.

So, what’s the road system of ancient Rome got to do with horseracing?

Well, because of the methods used and/or because of a complete or partial lack of knowledge of the basic principles of gambling, most gamblers, ultimately, will lose the whole of their betting bank.  If one reason isn’t responsible for the loss, then another will be.
Although I have covered the majority of the reasons before, they are distributed amongst a number of articles and I felt that the subject was worthy of its own article.

I will now cover, in turn, the main reasons why betting banks are lost:

1. Lack of knowledge of the basic principles of gambling.
The first and most common reason is the result of a complete or partial lack of knowledge of the basic principles of gambling.  It is strongly suggested therefore that, until a gambler has at least a rudimentary grasp of the basic principles, they should desist from gambling.  It is hoped, therefore, that this article will help to fill any knowledge gaps that gamblers may have.

2. Losing Selection Systems.

This occurs when the average odds of the winning selections are too low, given the strike rate of the backing system or too high given the strike rate of the laying system.  To illustrate this point, let’s look at these two examples:

The first is a backing system with a strike rate of 15%.  Now, over the course of 100 bets, 15 will win and 85 will lose.  Therefore, if the system is to be profitable, it must, on average, win 85/15 points per winning bet.  Therefore, the odds of the winning bets, on average, must be at least 5.67/1 if the system is to make a profit.  If the average odds of the winning bets are less, then, long-term, the system will lose.

The second is a laying system with a strike rate of 80%.  Now, over the course of 100 bets, 80 will win and 20 will lose.  Therefore, if the system is to be profitable, it must, on average, lose no more than 80/20 points per losing bet.  Therefore, the odds of the losing bets, on average, must be at less than 4/1 if the system is to make a profit.  If the average odds of the losing bets are greater, then, long-term, the system will lose.

Strangely enough, although it may appear to be rather obvious that this is the main reason for betting banks being lost, it is not.  
3. Long Losing Runs.
The third reason is encountering a long losing run.  The Longest Losing Run (LLR) that a system is likely to encounter is calculated as follows: 


LLR = Log(Number of bets)/-Log(1 – Strike Rate).

Let’s suppose that the strike of a backing system is 12.5% and that it is used to place 1,000 bets.  The LLR = 6.9078/0.1278 = 54.04.  Therefore, if the system is used to place 1,000 bets, it is expected that the system will, at some point, encounter a run of 54 consecutive losing bets.  Given this, a staking plan which doesn’t allow for 54 consecutive losing bets will cost the user of the system the whole of the betting bank.  Now, a common percentage of the betting bank used by gamblers is 5%.  If such a staking plan is used with the above system, then the betting bank will be completely gone long before the system encounters the 54th consecutive losing bet.  In fact, it will be completely gone after the 20th consecutive losing bet.  A lack of knowledge in this particular area can mean that a betting bank is easily lost.              
4. Groups of Short Losing Runs.
The fourth reason is related to the effect of groups of short losing runs.  Although long losing runs can result in the complete loss of a betting bank, groups of much shorter losing runs, interspersed with a winning bet, can also decimate a betting bank.  Now, although the length of the longest losing run can be calculated, the frequency and length of the shorter losing runs cannot be determined.  Therefore, a ‘rule of thumb’ must be used.  The one that I personally use is that the system should allow for a run of 1.5 times the LLR.  In the case of the above system, a losing run of 1.5 x 54.04 = 81.06 should be allowed for.  Again, a lack of knowledge in this particular area can mean that a betting bank is easily lost.       
5. The Cyclic Nature of Selection Systems.
The fifth reason is related to the nature of selection systems.  All selection systems are cyclic in that their fortunes rise and fall in terms of their profitability.  It is a great pity that they are not predictable to any great extent since we would all be millionaires.  However, that said, it is perfectly feasible for the fortunes of a system to deteriorate to such an extent that the betting bank is completely lost long before the system’s fortunes begin to improve and for the recovery of the lost funds to begin.  Now, having lost the betting bank, what options are available to us?  Do we retain our belief in the system and supplement the betting bank with additional funds in the hope that the system returns to its former glory and recovers the lost funds or do we consign the selection system to the great home in the sky where failed systems spend the rest of their days unloved and unused?  This is a difficult choice to make.                 
6. Loss Recovery.
The sixth reason is related to loss-recovery – a pet hate of mine.  Some backers, following a lost bet, increase their stakes in order that past losses are recovered.  In fact, the profitability of some systems are solely based upon their ability to recover their losses.  The aim of loss recovery, for the uninitiated, is to recover the losses incurred on past bets by increasing the stakes on future bets.  The main issue that I have with loss recovery is that losing bets are very often grouped.  Therefore, if future bets also lose, the losses quickly start to escalate to the point where the stakes become an unreasonable proportion of the betting bank.  In the case of one individual that I am aware of, loss recovery resulted in the loss of over £300,000.  In another case that I am aware of, the company involved lost over £330,000 through loss recovery. When loss recovery works, then that’s fine.  When it doesn’t, it can lead to catastrophic loses which are difficult, if not impossible, to recover.  In my opinion, if a system is incapable of recovering its losses without the need to invoke loss recovery, then its use should be terminated with immediate effect.

7. Joining a Tipping Service.
The last reason is related to the joining of a tipping service.  Now, there is nothing wrong, per se, with joining a tipping service.  In fact, I run several, so I would say that, wouldn’t I?  Now, although which tipping service you join is important, when you join a tipping service is of at least equal importance.  Please allow me to explain since this statement may puzzle some readers.  As was stated in point 5 above, all systems are cyclic in that their fortunes rise and fall in terms of their profitability.  Now, although it isn’t possible to determine exactly when a system will be profitable and when it will not be, there is a ‘rule of thumb’ which I use which is based upon the mathematical principle of Mean Reversion.  Basically, the principle of Mean Reversion states that if a short-term mean deviates from a long-term mean, then, it will gravitate back to the long term mean.  In other words, if the short-term strike rate of a selection system rises above the long-term strike rate, then it will begin to fall in the future in order that the long-term strike rate is maintained.  Likewise, if the short-term strike rate of a selection system falls below the long-term strike rate, then it will begin to rise in the future in order that the long-term strike rate is maintained.  Therefore, if a selection system exhibits a spectacular performance, then, its performance will deteriorate at some point in the future to an equal extent.  Likewise, if a system begins to perform exceptionally badly, then, its performance in the future is likely to be somewhat stellar.  Now, when do most people join a tipping service?  When it is performing badly?  No, when it is performing well.  And this is precisely the time when, statistically, it is most likely to start performing badly.  I wish I had a pound for every email that I have received stating that ‘I have joined tipping services in the past that had very good results – just in time for them to go pear shaped’ (or words to that effect) for I would now be quite well off.  When should you join a tipping service?  In my opinion, when it has been through a bad period and is showing signs of improvement.  However, how many people do this?             
So, there we have it.  The most common reasons as to why most people will lose their betting bank. 
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