Your Place Or Mine?
Some months ago, a good friend of mine and I created a system which, had things worked out, would have made us a lot of money.  The system was designed to back certain horses, under certain circumstances, to place.  For various reasons, we were unable to collect the data at the time the race was run and so collected it at the end of the racing day.  As a result, we were forced to estimate the betting exchange place odds of the system’s selections.  The estimated place odds were created by estimating the  betting exchange win odds, using the bookie’s SP, and then taking 25%.  Unfortunately, when we eventually had the time to collect the actual place odds, we found that they were considerably less than those estimated by us.  As a result, the betting exchange place odds of the horses that were selected by the system were too low for a profit to be made and so we were forced to terminate the use of the system, lest we went bankrupt.  Such is life!
At the time we speculated as to why the actual exchange odds were less than those estimated by us.  We came to the conclusion that, because the exchange Win and Place markets are independent of each other, then there is no reason why the exchange win and place odds of a horse should be mathematically related.  Therefore, the actual exchange odds were less than those estimated by us because they can be and so, are.  

Recently, we found out precisely why the actual betting exchange place odds were below our estimate.  Basically, it is because, sometimes, the place odds are 25%, and sometimes only 20%, of the win odds, depending upon the type of race and the number of runners.  We (I) hadn’t taken this into account.   

Firstly, let’s look at Handicap Races, using the table below, which relates the number of runners in a race to the number of places available and the percentage of the win odds used to calculate the pace odds:
Table A
	Number of Runners
	Places
	Percentage of win odds

	2 – 4
	No places – Win only
	-

	5 – 7
	1st & 2nd 
	25

	8 – 11
	1st, 2nd & 3rd
	20

	12 - 15
	1st, 2nd & 3rd
	25

	16+
	1st, 2nd , 3rd & 4th
	25


Now, let’s look at Non-Handicap Races:

Table B
	Number of Runners
	Places
	Percentage of win odds

	2 – 4
	No places – Win only
	-

	5 – 7
	1st & 2nd 
	25

	8+
	1st, 2nd & 3rd
	20


The above represents the situation with the bookies.  Well, almost.  It’s actually a little more complex.  The number of runners doesn’t refer to those that were declared for the race, it is the number of horses that actually go to post.  So, for example, let’s suppose that 17 horses were declared to run in a handicap 48 hours before the race.  At this point, the bookie would pay out, to those who had backed their horse to place, on the first FOUR horses which crossed the finish line.  The place odds would be 25% of the win odds on each horse.  However, if 6 horses are withdrawn on the day of the race due to, for example, the state of the ground, then the bookie would now only pay out, to those who had backed their horse to place, on the first THREE horses which crossed the finish line.  In addition, the place odds would now only be 20% of the win odds on each horse.

There is also an additional complication (the dreaded RULE 4):
Let’s say that a bookie started to take bets on a race and, on the way to post, a horse went lame and was withdrawn.  If the horse is an outsider, then it will be of little consequence to the backers of any of the favourites.  However, if the withdrawn horse was the favourite, then backers of the other horses would be placed in an advantageous position since their horses would now stand a much better chance of winning/placing.  In contrast, the bookies would now be seriously disadvantaged since the odds offered on the non-favourites would be higher than would have been offered had it been known that the favourite was going to be withdrawn.  In order to level the playing field, Rule 4 is applied.  This rule allows for bookies to deduct a certain percentage of the winnings from all those punters who backed a horse before the withdrawal of another horse from the race.  The deduction percentage is determined by the odds of the horse at the time of the withdrawal.
Table C    
	Odds
	Deduction %

	1/9 or shorter
	90

	2/11 – 2/17
	85

	¼ - 1/5
	80

	3/10 - 2/7
	75

	2/5 - 1/3
	70

	8/15 - 4/9 
	65

	8/13 - 4/7 
	60

	4/5 to 4/6 
	55

	20/21 - 5/6 
	50

	Evens - 6/5 
	45

	5/4 - 6/4 
	40

	13/8 - 7/4 
	35

	15/8 - 9/4 
	30

	5/2 - 3/1 
	25

	10/3 - 4/1 
	20

	9/2 - 11/2 
	15

	6/1 - 9/1 
	10

	10/1 - 14/1 
	5

	> 14/1 
	0


If two or more horses are withdrawn, then the total deduction on a race must not exceed 90%.
Note that Table C represents the norm.  However, the rules of certain bookmakers may vary.    For example, certain bookmakers to not invoke Rule 4 if the odds of the withdrawn horses are in the odds range 10/1 – 14/1.

The effect of the Rule 4 deduction is to reduce the odds of the horses remaining in the race.

The above applies to any bet placed with a bookie.  It does not apply to bets placed on a betting exchange.  In this case, a slightly different set of rules apply:
On a betting exchange, there are usually multiple betting markets available on a race.  For example, the win and place markets are different and independent of each other since the odds of a horse placing are very different to its odds of winning.
The number of places available in the place market are determined by Tables A & B above, depending upon whether it is a Handicap or a non-Handicap race.  Once the market on a race has opened, the number of places available is fixed, no matter how many horses are subsequently withdrawn.  

If a horse is withdrawn after the betting market has opened, the odds of the remaining horses will adjust downwards.  Bets that were matched after the horse’s withdrawal will be paid out at the odds that their bets were matched at since the odds will reflect the withdrawal of the horse.  Those bets that were matched prior to withdrawal will not reflect the effect of the withdrawn horse.  Therefore, layers will be at a disadvantage through no fault of their own.  In this case, a Reduction Factor is applied to all bets matched before the horse was withdrawn.  The Reduction Factor is determined prior to the opening of betting on a race.  It is based upon the racing press’s assessment of each horse’s chances of winning the race.  If a horse is withdrawn, after the betting market on a race has opened, the reduction factor of the withdrawn horse is used to reduce the odds of all the other horses on which bets have already been matched.  For example, if a horse is withdrawn and its Reduction Factor is 10%, then the odds at which previous bets have been matched will be reduced by 10%.

A full explanation of the Reduction Factor may be found in my article ‘The Betfair Reduction Factor’, which is available on this web site.    
So, that explains why it was that our estimate of a betting exchange’s place odds were not as accurate as we would have hoped for.
Psycho

www.laythepsychicway.com

www.psycholaysdogs.com

www.psychosshortlays.com
