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Short Description

The Underdog Theorem introduces an incredible idea that has outperformed Wall Street since 1993. Chicago, Denver, Indian...



Description


The Underdog Theorem



How to Bet on the NFL and Win While Outperforming Wall Street



The Underdog Theorem: How to Bet on the NFL and Win While Outperforming Wall Street. Copyright © 2008, 2011 by Eddie Getz. All rights reserved. ISBN: 1434895963 ISBN-13: 978-1-434895967 The Underdog Theorem has not been approved or sponsored in any way by the National Football League (NFL). This book contains the author's analysis and opinions based on NFL games played between 1993 and 2010. The NFL owns all rights to NFL franchise names as well as the name 'Super Bowl.' This book discusses NFL game results and other publicly available information. The author is not a financial advisor. Do not consider the information in this book to be advice about money management. The contents of this book are the author's own ideas and opinions based on events that took place in the NFL between 1993 and 2010. The author is not an attorney. No advice in this book is to be taken as legal advice. Laws vary by state and country. Understand all laws in your state and country pertaining to gambling. The author does not encourage or endorse the violation of any laws. All data contained within this book are believed by the author to be accurate based on his research. Errors may exist. Confirm all information before using it for your own purposes. Internet addresses are accurate as of the time the book was published. The author is not responsible for third-party websites or their content. Visit all Internet sites at your own risk.



Javie, I owe you big. Owen, we're almost even. Almost.



INTRODUCTION "Everything should be made as simple as possible, but not simpler." - Albert Einstein "I like my gambling strategies like I like my women -- easy." - Old Man Getz



OK, the second quote is made up. I needed something to offset the pretentiousness of using an Einstein quote to open the book. I involved Albert to show that even someone universally considered brilliant, who dealt with incredibly complex ideas, was a fan of simplicity. Had the acronym K.I.S.S. been coined, he might have simply said that. The Underdog Theorem is simple. This simple idea has been outperforming Wall Street since 1993. This book shows you why and how that happened. Unlike any other book on betting, this book includes all results produced by the idea when put into practice. Not just some results, all results - the easy money years, the "oh shit" years, the ups, the downs. Every result produced by this idea is included in the book for you to verify. I originally published the book in 2007 following season 14 of the Underdog Theorem. My goal was to lay claim to an idea that is so straightforward it seems slightly obvious in hindsight. It was my attempt to prove wrong all the people who state or imply that you can't make money betting on sports unless you use advanced calculus or incomprehensible computer models. I know from experience that a simple idea can work. Since 2007 I've heard from readers who have successfully applied the Underdog Theorem. Some people apply the idea exactly as explained in the book, while others make minor adjustments to the strategy before putting it to use. Either case makes me very happy. I am pleased to know that other people now understand this very simple and completely overlooked idea. I
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accomplished my goal and would normally cash out and move on. But I can't do that just yet. I'm giving this one more go because I've also heard from a few people who disliked the book. I would have preferred that they liked the book, but buying a book is like making a tiny wager that you'll enjoy the read. Sometimes you win, sometimes you lose. I'm OK with that part. I was excited when I heard from them because from the start I've looked forward to receiving useful critiques. Instead, these readers provided some complicated explanations for why the Underdog Theorem shouldn't work. They made a simple idea very confusing and, most disappointingly, they didn't address the fact that the idea has worked so well for so long and continues to work. That fact is what I'd mainly like to discuss with readers. To increase the likelihood of that discussion happening, I need to make more people aware of the idea. With that end in mind, I created a new eBook edition of The Underdog Theorem so that I could significantly lower the price and increase the idea's visibility. The book, in “e” form, now costs less than a beer near Wall Street. I used the “e” content to update the hardcopy too, for those people who don’t own an eReader or don’t want to read a book in their phone, tablet or computer. If preseason is delayed then I hope fantasy owners jonesin' for their NFL fix check out the book. This idea and book exist only because I find everything related to the NFL endlessly fascinating, so I believe even NFL fans who don't gamble (that rare species) will enjoy this book. This book is also my small attempt to call attention to the fact that a simple idea can win out in the end and produce spectacular results along the way. There's something really reassuring in that, beyond sports and sports betting. Here's what changed in this latest edition from the previous two editions:  I corrected some typos. Hey, they happen. The beauty of the “e” format is that, if a few still exist, I can correct them as they're discovered. So if you want to point out any, please shoot me an email. (But remember how I hooked you up on the price of the eBook before sending me your list.)  The chapter called "Introduction" in the Year 15, 2008 edition of the book has been renamed "Introduction to Year 15 Edition." Year 15 of the Underdog Theorem was a fun time and I didn't want it to be forgotten, which means that this is probably the first book you've read with two introductions.  I updated the chapter that discusses the Martingale Strategy to make its relationship to the Underdog Theorem clearer. Hint: it isn't required and should be avoided. Martingale is only discussed because I enjoy discussing topics that people say should remain off limits. I find it interesting to consider the possibility that, in addition to outperforming Wall Street, the underlying assumptions of the Underdog Theorem might be able to defuse the dreaded Martingale. Some people missed the
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Underdog Theorem's conclusion about this topic. Even if the hint above didn't help, I think its relevance is now much more obvious in the revised chapter.  I corrected the figures for the S&P and NASDAQ that appear in the Yearly Percent Return table in Chapter Two. The numbers were off for the S&P especially, but the overall (average) percent return works out to be the same as what was in the previous editions. These revised market numbers make the Underdog Theorem's case stronger. They show that even the S&P (the conservative, dependable index) has been a very bumpy ride. For all their ups and downs, the Dow, S&P and NASDAQ average percent return since 1993 is just under 10%, while the Underdog Theorem's is roughly 100%. Other, more minor changes to the book, which hopefully make this version even more readable and the concepts more clear. I chose to not update some obviously dated passages. One example is my assessment, written in late 2006, that a "quickly cooling" U.S. housing market would reveal the level of gambling that took place. At the time I was going out on a limb so I get a kick out of that section, which is why I left it alone. I also left in place the text that says "Season 15 Update", and did not add any text for subsequent season updates, except in the chapters dedicated to those seasons. Finally, I didn't change the sections that talked about a winless season for the same reason that I left references to the '85 Bears as they were. Both were inspirations for the original idea. The fact that the '07 Pats and '08 Lions changed how we view the '85 Bears and the winless season is addressed in the season summaries, but their roles in the formation of the idea remain unchanged. Please contact me with any questions or critiques. I'll even dig through the unnecessarily complex ones. Thanks for checking out my book and, as always, bets of luck. Eddie Getz Preseason 2011
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INTRODUCTION TO YEAR 15 EDITION I conceived of the Underdog Theorem many years ago and only recently decided to release it into the world. My timing could not have been more dramatic. I initially published my book just as the New England Patriots were piecing together a team that would challenge the very idea underlying the Underdog Theorem. New England's challenge alone would have been remarkable, but in addition to the Patriots' charge toward greatness, the Miami Dolphins attacked my newly published book from its underlying idea's other angle. As it turned out, the 2007 NFL season was both the Underdog Theorem's greatest test, and its greatest validation. The power of the Underdog Theorem was proved in front of some of the largest audiences in NFL history. Miami and New England failed to do what several other teams have also been on track to do in the past - finish winless or undefeated. Miami is relieved to have escaped infamy, while New England is now just another of the NFL's all-time great teams with an imperfect record. Because the 2007 season was unlike any the Underdog Theorem has ever experienced, or will likely ever experience again, I had to update the book to include the results of this unforgettable year. The 2007 season was already guaranteed to be special since it was the 15th anniversary of the Underdog Theorem. I never would have imagined that, to mark its decade and a half, the Underdog Theorem would have its core propositions tested before millions of people, and that its propositions would prevail so memorably. I updated the book by appending a new final chapter, but also by adding text that says "2007 Season Update" wherever the events of the 2007 season seemed especially relevant. There is one notable exception. In Chapter Three, I introduce the Bears as the one team in NFL history to seriously challenge Miami's undefeated feat of 1972. After the 2007 season, it is clear that this is no longer true. Two teams have now seriously challenged Miami's undefeated
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feat. I did not update this section of Chapter Three because it was intended to explain where the idea for the Underdog Theorem came from and the '85 Bears remain a primary source of inspiration for the Underdog Theorem. I will acknowledge here that the 2007 New England Patriots were the biggest threat to the '72 Dolphins. I hope you enjoy this updated version of The Underdog Theorem, which celebrates 15 years of incredible results. Please do not hesitate to contact me with your thoughts and opinions about the book. In the meantime, read up, discuss, and get ready for what I predict will be many more great years ahead. Bets of luck, Eddie Getz Preseason 2008
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THE JOY OF BETS Gambling is good. Accepting excessive risk is bad, not the act of gambling itself. When someone loses a bet he never should have made, gambling is blamed, not the person who behaved irresponsibly. Gambling is not only good, it is an important a part of our lives. It is as beneficial to us today as it has been throughout human history. Gambling takes many forms - personal, professional, or financial, and brings varying levels of risk. A minor act, such as the decision to take a chance and approach a potential mate in a crowded bar, is a gamble. Quitting a stable job you dislike for a new one with an uncertain future can be a major gamble. Even the decision to put your savings into the stock market rather than a fully insured bank account is a gamble. Look closely enough and you'll see gambling in nearly all aspects of human life. Thirty years ago, Felicia Campbell, a professor at the University of Nevada, Las Vegas, made this same point in an article entitled "The Future of Gambling". She reminded us that people deliberately exceed the speed limit, betting that no policeman is down the road. Almost all of us spend more money than we have, taking the chance that we'll earn more in the future to pay off our debt. Women warned by their doctors against having children still take the chance and hope for a healthy pregnancy. The odds are against young couples preparing to marry, but they still walk down the aisle. We all take chances, yet the people who formally take chances, those labeled as gamblers, are the people our society judges harshly. She pointed out that the part of our nature that desires change and longs for new adventures is the gambler within us all. She said, "The gambling impulse sends us both to the gaming tables and to the moon, to the laboratory and to the numbers man. It is part of what makes us human." Unfortunately, society's view of gambling hasn't improved much since Professor Campbell wrote this article. Americans remain out of touch with their inner gamblers, fail to understand their real reasons for gambling, and 7
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mainly view the act as bad, even though we visit casinos in greater numbers today than we ever have before. Writing this book is a gamble. Aside from the money I'll spend to produce, advertise, and attempt to sell it, there are the hours - nights and weekends over several years - that I've spent researching and writing. If this book fails, my money and time are gone, never to be recovered. I understand the risks involved in this bet, its price, and the implications if I lose. It is critically important to assess these three elements of any bet and understand why you gamble before you gamble. I had to first accept the potential costs of my gamble before proceeding, which is exactly what you must do before applying the strategy you're about to learn. The Underdog Theorem teaches a gambling strategy that has been extremely successful by any standard of money management. Yet, because past success does not guarantee future success, you must first identify why you want to gamble using the Underdog Theorem and accept the possibility of its failure before you begin to bet. This book argues that failure isn't likely, but anything can happen when you're betting on the NFL. As they say on Wall Street, "Past performance is not necessarily a guide to future performance." This book offers two approaches to the Underdog Theorem, one involving more risk, the other involving less risk. Please note - it cannot eliminate risk entirely. No gambling strategy can exist without risk. If your motivation for gambling is to make $1 million, but you don't have self-made billionaire Mark Cuban's bankroll, then you're misguided. If you have the income of most Americans, as well as the bills and debt of most Americans, the small amount you do bet should only be for entertainment. The amount of money you eventually decide to bet is entirely up to you; I can only issue the general disclaimer that you should never risk more than you can afford to lose. "Afford to lose" is for you to define. This chapter is intended as more than just the standard warnings and disclaimers, its objective is to get you to think more about gambling, both why you gamble and about gambling in general. It would be hypocritical of me to endorse betting on the NFL if I didn't think gambling in general was acceptable behavior. (For more on such hypocrisy see the U.S. government's Unlawful Internet Gambling Enforcement Act of 2006, which bans online sports gambling while allowing online horse racing and lottery gambling.) If you're reading this book in the United Kingdom, Australia, or any other country where politicians haven't used their powers to outlaw most forms of gambling, then you're lucky. America is a great nation, but it's wrong about gambling. The Brits were happy to see the Puritans leave England 350 years ago because the Puritans were wet blankets. Unfortunately, centuries later, many citizens of the U.S. and most of their representatives in government still hold on to certain baseless Puritan beliefs such as the idea that gambling is immoral. It is irrationally frowned upon for the same reason we notoriously uptight Americans frown upon sex - because our ancestors told us to.
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Gambling and sex are two of life's most joyful activities and when you responsibly partake in either, you should never be ashamed. Since this book is about NFL gambling, you, the reader, are likely male. If you already gamble, odds are you view it as an acceptable vice, like cursing or drinking. If you take nothing else away from this book, I hope you accept the idea that gambling is not a vice at all. There is nothing inherently wrong with gambling. In order to increase the odds that you pay attention to this message, I'm going to borrow the strategy of beer commercials and package this message with sex. Gambling and sex are not such an unlikely pairing. Las Vegas captures the imagination of American men because it proudly, successfully combines the two. Both gambling and sex are natural human impulses, yet both are widely viewed as sinful and dangerous in the U.S. and are predictable targets of politicians and preachers. Considering sex alongside gambling also helps show that gambling isn't so unusual in that it is an act that can be dangerous, but isn't necessarily so. Only when sex and gambling are approached carelessly or irrationally do they harm people's lives. The Upside of Gambling Gambling and sex are both transcendent activities. Few other endeavors both raise you above and tune you in to every second of your experience. Sex enlivens the mind and body, and every action - every movement - is processed as it is happening. Throughout the experience there may be lulls or moments of frustration, but ultimately, if it's 3pm on a Wednesday and you're having sex, you're completely engaged in that time unlike any other 3pm on a Wednesday you experience when you're going about your normal routine. And let me congratulate you now if sex at 3pm on a Wednesday is your normal routine. Gambling has the same transcendent effect as sex and can leave the same lasting impression. A particularly good run at either will stay with men for a long time. For more information on this subject contact my friend Tony, who claims he invented the term "mental rolodex," which is not for storing names and addresses, and isn't accessed in public. Where gambling is concerned, I'll never forget picking Funny Cide to win the Kentucky Derby while also hitting the trifecta with him as the lead horse. As I get older, I might forget the names of family members, but I will never forget Funny Cide. For however long the contest lasts, the gambler is hypersensitive to the world around him. The two minutes it took Funny Cide to load into the paddock and sprint to victory doubled my heart rate and pumped adrenaline through my veins. There are other ways to get this feeling, but gambling's effects are more natural. I had a smile on my face for weeks after the 2003 Kentucky Derby. Talk to anyone who used to watch NFL games with no financial stake in the action after they've started betting money on games. They will confirm that there is no comparison between the experiences. They begin to notice every
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detail of every game and typically understand the sport better than their nonbetting brethren. People who gamble on the NFL find themselves hanging on every movement on the television, even when they're watching a last place team playing on the other side of the country. Gambling gives the viewer a stake in the action. Rather than passively taking in a game between two teams he is unfamiliar with, a game he otherwise might not watch, the gambler is on the edge of his seat, praying for that gratuitous field goal to cover the spread, or a garbage time touchdown to hit the over. Ask these men which day of the week they look forward to most, and inevitably it's NFL Sunday, when they make important decisions, when they can take on risk and prevail, when they, for a few hours, are in full control of their lives. Like sex, gambling enlivens a person. For most, when desired, gambling is a lot easier to come by (unless you're the guy who can consistently find sex at 3pm on Wednesdays). If either gambling or sex could be available at all times, I could guess which men would prefer, but as it stands, gambling is what is becoming universally available to anyone, any time. The increased availability of gambling could be a tremendously positive development if we all help bring it out of the shadows of our society. Let's continue to consider the two activities, sex and gambling, and, although it may initially hurt to do, let's consider their effects on the elderly. It would probably surprise and/or bother you to learn how many female senior citizens would love to have sex. Sadly, they face a shortage of partners. Sex would spice up their daily routine, but since it's generally hard to come by, they opt for another thrill. They pile into buses and head to casinos to pull themselves from the doldrums of advancing further and further into old age. For almost everyone, for as long as they're gambling, it's a thrill, a rush that they don't experience in their day-to-day lives. The experience follows a familiar, enjoyable pattern -- the buildup of the bus ride to the Indian Reservation, the repeated pulling of the arm of the slot machine, and the climactic payoff accompanied by ringing bells, flashing lights and coins gushing loudly into a receptacle. They either come away with a healthy glow, or, if they lose, feel a little let down. But while gambling, they were more alive, in the driver's seat, tuned in to their experience, and challenging fate rather than resigning to it. It would be nice if there were many other types of activities available to people of all ages that produced the same experiences as gambling and sex. There aren't. Men between 25 and 40, who bet on football the most, live different, but usually just as routine lives as the elderly. Their typical week consists of working a full day, taking care of kids, going to bed, waking up, and repeating the activities of the previous day. Gambling over the weekend is for them as much a break from the monotony of modern life as it is for the elderly, and it empowers them in the same ways. Gambling, like sex, reconnects them with the thrill of being alive. And it's precisely this power the power to lift a person above normal life and reconnect them with the thrill of being alive, that makes gambling good.
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Modern life is filled with activities that diminish the joy of living. It is understandable that long commutes and tedious days of office work dull the thrill of being alive. The human being is an amazing machine optimized for thinking and feeling. Gambling and sex allow people to experience the heights of both. These acts can reconnect people with the excitement of existence. The act of gambling could even encourage people to consider their lives more closely, measure what is really important to them, and decide to one day make a bet on themselves. The Downside of Gambling Of course, as with everything in life, there is another side to the story. While some people see the hordes of elderly lining the seats at slot machines or the gambling men of America glued to their couches during football season as something positive for the individuals, many do not. For however long the gambling lasts, that person is hopeful. It might not always be clear on their faces, but mentally they're in tune with their activity. For bursts of seconds, minutes, or even hours on end, in their minds, they're excited. Compare that to the usual way most people spend their time and it seems to be a positive thing. But many people worry that grandma is simply dumping her social security check right into the coffers of the casino, not leaving enough for herself to live on. In their eyes, the rush she feels on the monthly trip from the nursing home to the Indian reservation is a developing addiction and they conclude that gambling is bad for granny. They think that Joe the NFL Bettor is ignoring his children, spending money he should be saving, or not doing the chores his wife asked of him. I don't see these scenarios as proof that gambling is bad, only as evidence that it can be abused or used irresponsibly, which I conceded at the beginning of this chapter. Gambling, like sex, can be a wonderfully good or bad experience depending on how it's approached. The downside of gambling is of course that people can get addicted. However, this is true of so many things, from shopping or cough medicine, to alcohol or sex. But this doesn't mean any of these things are bad in and of themselves. If we openly discuss gambling in our society then we can appropriately address the risks and dangers that come with abusing this wonderfully enjoyable activity, just as we do in safety classes for skiing, boating, scuba diving, flying, driving, and countless other thrilling but risky endeavors. Summary Just as I would hate to see an elderly person give all of her money over to a slot machine, or a father gamble away his child's college fund by betting on black, I would hate for someone to lose any of his savings after reading The Underdog Theorem. (People have been inspired to do stupid things after reading or viewing something new; the reaction to the MTV hit show Jackass is but one example.) If you're a person who doesn't like to examine his own actions, or is annoyed by the idea of thinking long and hard about different situations before
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putting yourself in one, whether you're 30 years old or 80 years old, then I don't think you should gamble. Only use the Underdog Theorem if you're sure you can manage your money and walk away both when you're up and when you're down and then wait an entire NFL offseason before trying the Underdog Theorem again. The Underdog Theorem has produced incredible returns since 1993, but it is not infallible. If you manage your money properly, which includes knowing when to take losses and walk away, you should not be hurt too badly if things take a dramatic turn for the worse. As with sex, the Underdog Theorem's powerful appeal could cause you financial harm if you're not strong (for more on the financial harm of giving in to the powerful appeal of sex, see "Tiger's nine-figure divorce settlement"). Both sex and gambling have helped humankind for as long as we've existed - sex guaranteed our survival, while gambling ensured our progress. As Professor Felicia Campbell pointed out, our inner gamblers lead us into casinos and into space. Understanding why you gamble could not only prevent you from harm, it might even lead you to a better understanding of yourself and what you really want out of your life. It is worthwhile to be thoughtful about gambling. The Underdog Theorem has been an enormous success since 1993. For reasons you'll learn in this book, it is one of the safest long term strategies you'll ever find. Just be cautious and disciplined with your money and understand that you can lose. Agreed? Great, enough of that. Now let's talk about how the Underdog Theorem has trounced Wall Street.
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… WHILE OUTPERFORMING WALL STREET Investing is gambling. Too many people fail to see that both investing and gambling are the act of accepting risk in the present for the hope of future benefit. Expensive and effective marketing campaigns make people think that placing their money in stocks is perfectly safe. There is fine print you need to search out that essentially says, "You can lose it all; we're not responsible if you do." The closest one can come to a safe strategy for gambling, whether with stocks or in Atlantic City, is to fully understand all risks and get out while you're ahead. Unfortunately, the prerequisite of fully understanding the risks is often hard to meet when dealing with the stock market. Reading between the lines of press releases from a multinational corporation is usually the extent of the insight you're allowed; after that you have to rely on researchers and analysts of questionable objectivity, loud television hosts, or anonymouslyauthored web sites. There are many gambling strategies for your spare cash. One is to invest via Wall Street; another is to bet using the Underdog Theorem. The former requires a lot of work before you can get started. The latter is not only easy to learn (you're just a few chapters away), but since 1993 has been far more profitable than Wall Street and arguably much more fun. Gambling Is Everywhere People everywhere gamble. The world's most financially successful individuals did not get where they are today without making bets. The odds of success are heavily against those who start hamburger joints or make a film, yet the most successful individuals in these and other businesses had to first take a chance and bet on themselves and their products. Once again, UNLV professor Dr. Felicia Campbell: "The gambler is considered to be a breed apart, yet in a sense, we're all gamblers. The man who plays the stock market or speculates on real estate values is not ostracized by society, yet he shares a communal bond with the casino gambler and the daily lottery player."
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Although this quote is from her article written in 1976, its mention of real estate speculation is perfectly appropriate for today. The Internet stock bubble popped a few years ago, technology stock prices fell back to Earth, and many people lost a great deal of money. Perhaps millions of Americans realized that they had just lost in an expensive round of gambling, but I don't think they ever recognized the situation for what it was. Ever-interested in the next source of easy money, many factors (all-time low interest rates and economic prosperity being two major ones) converged to create the hottest real estate market in U.S. history. Like the big buyers during the stock bubble, those who took on several mortgages to try and spin houses and make a quick profit were called "investors," never gamblers. Even if the mountains of catchy (and questionable) statistics thrown around by people were true, and real estate was a virtual lock as many claimed, it still was not a total lock. Something that isn't a total lock, that carries the risk of a loss, is a gamble. Many Americans, who would frown upon a weekend of rolling the dice in Vegas, would applaud someone with the moxie to try his hand at "investing" in homes he didn't plan to live in and purchased only with the intent to resell. The quickly cooling housing market may show people how risky the enterprise of real estate speculation can be, and perhaps make it obvious how much gambling took place. To be clear, I applaud people who take risks - in stocks, in real estate - I just wish everyone would recognize these acts for what they are, incredibly expensive gambles. It seems to me no coincidence that the biggest gamblers I knew in college all found jobs on Wall Street. It's a logical match. Investing other people's money, after all, is gambling, but without dice, cards, or horses, and with much less downside for the bettor if he suffers a loss since it's not his bankroll. Most people believe that there are mountains of data supporting every big investment house's decision to buy or sell, but that's not always the case. Two sentences in Mark Cuban's introduction to Alex Berenson's The Number say enough for our needs. Cuban tells the story of taking his company public, the process that would eventually make him a billionaire. (I added the bold font, the italics were his.) "The same mutual fund managers who were completely clueless about our company placed multimillion-dollar orders for our stock. Multimillion-dollar orders using your money." It's worth mentioning that Mark Cuban toyed with the idea of investing some of his own money by betting on sports. Cuban felt that there was more transparency in sports, and better information available to the sports gambler to inform his sports betting decisions, than what Wall Street offered the stock gambler. You can find this post on his web site Blog Maverick: The Mark Cuban Weblog. In the November 27, 2004 entry, "My New Hedge Fund", he discusses what he sees as two forms of gambling, trading stocks and betting on sports. He explains that after many years of investing on Wall Street, he has come away with the opinion that trading single stocks is inefficient. Traders are
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often misinformed, overly emotional, or just hoping for a huge score. In short, they're gambling. In these cases, he sees no difference in a person sending his money on a trip to Wall Street or letting it ride in the sports books of Vegas. He points out that one gambling strategy is to place money in the stock market and says that he was considering a different approach, a hedge fund based on sports bets, but he did not provide the details. I would like to go further than he did and both propose and detail yet another strategy, my own, the Underdog Theorem. Because of legal issues, if you don't live in the United Kingdom, Australia, or the great U.S. state of Nevada, it's easier to bet large sums in stocks than it is on football. But if you live in those places, or are willing to visit them for the NFL season, you can easily apply the Underdog Theorem, a strategy that is easier to understand and apply than investing through Wall Street and has produced far better returns. Due to the issues surrounding online gambling, betting over the Internet from the United States could prove difficult or eventually illegal. Betting online is your call. If you happen to place a large sum of money with a perfectly legitimate enterprise, but the U.S. government shuts them down, you could have a hard time getting your money back. Personally, I'd rather head to Las Vegas anyhow. Years back, I hit a personal financial milestone. I had paid off all of my debt and managed to accumulate a sizable amount of cash in my savings account. Family members and friends who worked in finance recommended I invest my money in the stock market. So called "professionals" selected the "new core stocks" for me at the following prices: CSCO - $70.18; ORCL $75.26; SUNW - $80.56. Today they are worth roughly $25, $20 and $5 respectively. Had I invested that money by betting on the NFL using the Underdog Theorem, conservatively speaking, I would have several times what I started out with as opposed to less than half. In his sports betting hedge fund blog entry, Mark Cuban asked, "'How did the smart [gamblers] get smart', and do they get better returns on their bets than investors can buying the S&P 500? Can it significantly outperform the S&P as this new fund would be expected to do?" On average, the Underdog Theorem's answers to these questions are a resounding "Yes" and "Yes." The table below shows the Underdog Theorem's performance against the Dow Jones Industrial Average, S&P 500, and the NASDAQ. As mentioned in Chapter One, this book will explain two versions of the Underdog Theorem, one involving less risk, the other more risk. The less risky of the two is called the Underdog Theorem Value (UTV), while the more risky version is the Underdog Theorem Growth (UTG). YEARLY PERCENT RETURN YEAR DJI SP NDQ UTV UTG 1993
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7



5



128



128



1994



2



-2



-3



128



128
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YEAR



DJI



SP



NDQ



UTV



UTG



1995



33



34



40



348



348



1996



26



20



23



79



79



1997



23



30



19



125



125



1998



16



29



43



-16



17



1999



25



20



86



-4



50



2000



-6



-9



-35



62



73



2001



-7



-12



-20



364



364



2002



-17



-22



-31



117



117



2003



25



26



52



34



86



2004



3



8



9



126



126



2005



-1



3



1



-69



8



2006



15



13



9



47



114



2007



7



5



8



82



143



2008



-34



-40



-41



48



69



2009



18



25



44



17



30



2010



11



13



17



183



183



The table above shows what a wild ride the stock market can be. Even in the Underdog Theorem's wildest years, at least the ride only lasted a few weeks (9.5 weeks on average.) The wild rides of the Dow Jones Industrial Average, S&P 500, and the NASDAQ average out to just under 10% return since 1993. An average of just under 10% return every 52 weeks sounds good, until compared with the Underdog Theorem's average of roughly 100% every 9.5 weeks. Summary Your friends and family won't question you putting your spare cash into the stock market; in fact they'd probably applaud the move. If you told them you could do even better by gambling on the NFL, they would think your statement was crazy. The rest of the book will show you exactly how wrong they'd be.
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THREE



IDEA, OPPORTUNITY, THEOREM The idea is mine. The opportunity is a result of many forces, but was brought to light by two NFL teams, the Miami Dolphins and the Chicago Bears. This chapter first explains where the idea came from, then the idea itself. Next it gives background on the Dolphins and Bears, one historic game that they played, and the opportunity it revealed. Finally, after all of this build up, the formula for the Underdog Theorem is introduced.



The Underdog Theorem is available for sale: Amazon.com Amazon.com Kindle Store Gambler’s Book Club High Stakes Gambling Bookshop
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