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				Preface

				It was the spring of 2004 when I entered the Betfair office in Hammersmith, London, for the first time. It had to enhance its international expansion strategy, and had called me to discuss how to approach the Eu-ropean and Italian markets. I had a background in e-commerce and online media. The following 10 years would be filled, among other things, with challenge of introducing the betting exchange regulations to the Italian market, a project that, looking back, I still can-not believe I achieved.

				From that moment onwards I discovered the world of betting between individuals: It was the perfect pro-duct for those who, like me, did not come from backing against a bookmaker (bookie or bookmaker) or gam-bling. I immediately felt that the betting exchange was a much more democratic product and closer to the bet-tor, with the highest and most competitive odds, whe-re there is no built-in margin within the betting price, where the exchange of ideas and opinions is expres-sed with a price, where the information that circula-tes in the markets defines the price, where technology has achieved levels of sophistication that allows the exchange of bets with the same means used by all the European markets to exchange shares and financial products in general.

				In this book you will discover how the sports market can offer products and trading methods that are close 
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				to the sophistication of the financial market. You will also discover how to exploit the opportunities offered by the back and lay in markets where the information is not perfect.

				In Italy in particular, the regulator, under pressure from the Italian bookmakers, preferred to maintain a national liquidity. The advantages (or disadvantages) generated by an information imbalance is even more pronounced, because the markets (the events on which bettors normally bet) do not move with the fluidity and volatility of a market without barriers. Absurdly, limiting the liquidity of the Italian betting exchanges clashes with the reason why the regulator exists: to protect the citizens. I hope it will not take another ten years before the regulator becomes aware of this in-consistency.

				Meanwhile it is useful to understand how best to ex-ploit the features of the existing product and evalua-te the potential of a more complete product or that of other markets, where betting exchange customer can benefit from careful control in nearly perfect markets. 

				Massimiliano Bancora

				(Former Country Manager Betfair Italy) 
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				Introduction

				The Betting Exchange, the integration of betting with traditional financial markets, finally arrived in Italy in mid-2014, after a delay of about 15 years from the date of its historic launch in the UK. This new system has been “liberalised” after many years and attempts to block it by those who did not want a real change that could bring an advantage, at the expense of the advan-tageous position achieved and gained over time by the bookmakers.

				Some might ask: “Is this another way to lead people to financial ruin through gambling with its purely illusory opportunities to earn money and change their lives?” This is precisely a misconception caused by ignorance or, worse, dishonesty.

				 The traditional term “bet” is set aside and distorted by the opportunity to lay an odd that allows you to trade, by exchanging the odds of sporting events, both before and during the match, allowing you to gain a profit wi-thout having to “guess” the outcome. 

				The era of placing the bet before the event, or multiple bets with rich bonus on selected events has come to an end because, as the bookers who offer it know, you go against the theory of probability.

				The betting exchange gives everyone the opportunity for new business and, above all, work for all those who are eager to get involved and participate in their own destiny.

				Before the Betting Exchange can truly become a mass phenomenon and have real benefits for all, the Italian Government must make some changes to the 2013 legi-

			

		

	
		
			[image: ]
		

		
			
				13

			

		

		
			
				slative decree , as soon as possible, in order to allow the various Italian operators to network and thus have a single Italian betting market based on the Italian Stock Exchange model.

				The last step (or should I say the first), desired by all, is to connect the Italian platform with the European ones or, rather, have a single global exchange where liquidity, a fundamental for its operation, can be conferred wi-thout distinction for all users worldwide. It is unthinka-ble, in a completely digital and global world, that each Country takes care of only its own “backyard” and the interests of just a small portion of the operators, instead of allowing a process of global change that has been underway for years and is now unstoppable. It has been slowed down by the discriminatory laws of each State that then clash with the European Community right to free movement of persons and services. Having an glo-bal betting exchange where everyone can interact with each other would be an economic advantage for all the parties involved: first of all the Countries that, throu-gh specific agreements based on their citizens’ profits, would have substantially increased tax revenues, with the consequent and inevitable decline of illegal gam-bling. After the decline of the traditional financial mar-kets, my sector of origin, the incredible potential of this innovation is obvious as it has a broad range for diffu-sion and improvement. What this sector lacks above all is a culture of its own and, since there currently is not a well-structured book at European level, this book was written to sensitize the public to seeing the Betting Exchange under a different light, not as gambling, but as an incredible new investment opportunity, provided 
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				that you also follow the rules of the financial markets, reviewed and reworked for this purpose.

				In this book you will find a lot of new information and insights that are not yet available on our network as it is a victim of copying and plagiarism of texts, words, terminologies and strategies by unprepared and non-professional people: with this work is copyrighted and as such will be protected in the manner permitted by the applicable law. The book’s purpose is not to make the readers expert sports traders with immediate profits on the market, it would be hypocritical to claim such a thing. Its purpose is to teach the basics to those who have never heard about the topic in question and to explain a method, the best strategies and the rules of money management to those who already work in the financial sector or in the traditional gambling market.

				The project, based on a network at European level, will allow everyone, above all through this book but also through the various dedicated sites and the professional courses run by our team in real-time, to become Betting and Trading professionals and “create” a new source of income in a complex economic period that lacks oppor-tunities.

				The book has been divided into paragraphs to make it easy to consult and use on the go and immediately find what you need. Please remember that, before starting seriously with real money, you must be trained in order to become competent professionals in the field: it is unthinkable and impossible to become sports traders in just a few days.

				 Part of the writer’s know-how has been condensed into 
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				this book in order to make “life easier” for beginners, but some of the “tricks” or variants of the strategies will be, for obvious reasons, explained in a specific course to allow students a certain “competitive advantage”.

				For any questions or clarifications, please write to the author: g.landi@bettingexchange.net 
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				Chapter 1: THE BETTING EXCHANGE

				The Betting Exchange is the exciting new opportunity that will change your way of thinking and approaching the world of betting and financial trading, as has hap-pened back in 2008 to me. 

				Realising that it was possible to trade on football matches and no longer on impassive charts of a sha-re or a future, without knowing who or what would influence it, was so strange to begin with. Everything is more simple and intuitive, since the odds move and fluctuate depending on dangerous plays, a perfect shot or a player’s mistake, giving you not only a fair profit but also a thrill. Everyone can feel involved and un-derstand how the system functions and it will actually change the way you watch a football or tennis match. Your favourite sport could become a source of income if you understand the new system and the proposed methodology. Those who have a financial background and are already familiar with a Ladder (vertical book), will certainly find themselves at an advantage with re-gards to the price dynamics, but they will have to come to grips with the new concepts of lay and green up. The Betting Exchange is in fact an online financial platform based on the odds of a sporting event, exchanged so-lely between the users who have joined, by registering online, this circuit.

				The users, who can be individuals, companies, bookma-kers, investment funds, etc., can to place their back and lay bets within the system where, according to the law of supply and demand, the fair value of the odd is de-
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				termined, in this case by the market, and not only by the booking and the discretion of the bookmaker.

				 In the betting exchange you can trade on any type of sporting, political and culture event that takes place anywhere in the world: the platform never stops, run-ning continuously 24 hours 24, 365 days a year. 

				 The global financial markets have clearly defined counter trading hours and you cannot always trade, unless have an unlimited number of accounts to cover all the world markets.

				 The famous phrase used on Wall Street, “money never sleeps”, seems to have almost been deliberately coined for this sector because in this new and extraordinary market you always have the opportunity to earn money!

				The birth

				The Betting Exchange, from a technical and admini-strative point of view, is organised in the same way as a traditional financial exchange. It has its origins in 2000 when two friends, with backgrounds that were, until then, considered to be very different and distinct, founded Betfair. The company became the symbol and driving force of the new way of understanding and con-ceiving the “betting world” and this has unhinged the “bookmaker centric system”. 

				In truth, a very similar system to that proposed by Betfair, but structured differently, had been previously invented by the British company Flutter (www.flutter.com), based on the person-to-person (P2P) concept. In this platform, the customer added his betting system 
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				with all its distinctive features (sporting event, stake, odd value, etc.), and another customer, if he agreed with the terms proposed by the first party, accepted the proposal, which was then completed electronically.

				Betfair has gone beyond this concept by automatically transferring all bets to a book where, for each market, you can instantly see the proposed odd, the stake, and the previously traded volume.

				Back proposals and lay bets are displayed in a book like the one visible in the image below.

				 

				The book refers to the “Match odds” market of an En-glish Premier League match between Chelsea and Li-verpool. Under the blue column “Punta” (back) there are the quantities offered in lay to the various users of the platform for each level.

				The bettor who plans to back the victory of Chelsea can quickly and immediately see that the first available odd is 2.22, where there is £1620 to be backed, the total amount that others, on the contrary, want to lay. The two opposing demands can be matched by clicking with the left mouse button on the 2.22 odd box that allows you to bet at that odd: this operation is completely elec-tronic and is carried out instantaneously by the system.
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				The same principle above applies to the pink-coloured right hand column entitled “Banca” (Lay): for the odd 2.24 there is £120 entered by users who want to, in turn, back the odd.

				By clicking on the pink box corresponding to the odd 2.24, you lay the bet, crossing the backed amounts.

				You must keep in mind that inside the box, at the re-spective odd, there are the total quantities in money ready to be matched, but there is no indication of the number of users who entered the proposals.

				Lack of bookmaker

				In the Betting Exchange, the figure of the bookmaker is completely absent. This is the person who offers a sports odd to a customer and obtains a profit through this. The “profit” is inserted in the odd rate by reducing its value, making it lower than the relative odd in the Exchange. The absence of the key figure on which the “gambling” system is based, allows you to have odds that are about 5-15% higher than traditional bets that, on the contrary, must also include a profit for the bo-okmaker.

				 A higher odd brings an enormous competitive advan-tage to the bettor who, with the same amount backed on a particular market, will make a bigger profit, and, consequently, strategies based on statistical series can be successful in the long term thanks to the difference in the odds. 

				 

				The bookmaker in traditional bets relates directly and 
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				uniquely with the bettor, providing the odd and the sta-ke he needs. If the stakes are considered a “moderate” amount, the bookmaker immediately validates the bet. If not, he may decide to carry out the entire requested amount, part of this, or reject it completely.

				In the Betting Exchange the liquidity inside the book for each market is entered by users, and if this does not happen, it becomes impossible to operate because the-re is not the necessary counterpart to match the odd.

				The Betting Exchange, working exclusively through an electronic platform, requires all transactions to be ente-red exclusively online (via Internet) by each user who, with a personal username and password, must login to their betting account. 

				The “physical” betting agencies, located throughout the national territory, do not actively participate in this new system: the bettor cannot go to any agency to place a back or lay bet, but must do so exclusively online from their account via computers, smartphones, tablets etc. Some operators with a network of agencies, when they launch their platform, will be able to provide additio-nal services through these agencies like topping up the betting account, withdrawals of profits at the counter, or the assistance of specialised personnel for training customers to use the betting platform.

				All the agencies, not managed or created by private investments, will be obliged, by force of circumstances, to review their business plan and modify it to fit the new sports trading revolution. As Charles Darwin wrote when discussing the theory of evolution, “it is not the strongest species that survive, nor the most intelligent, 
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				but the most receptive to change” . In this regard we have to develop a “new” business model to evolve and adapt the betting agencies to the new reality that will be consolidated in the near future with the launch of the “betting room”.

				Winners are welcome!

				In the Betting Exchange, unlike what happens with tra-ditional bookmaker, the winners are, or should be, wel-comed by the operators that provide the platform. 

				What does “winners are welcome” mean?

				Traditional bookmakers calculate, using special risk ma-nagement software, the probability of a certain sporting event by entering input data such as the statistics of the teams, the players’ form (absences, accidents, etc.) and other related variables. The software calculates the probability that a particular event will occur and is in-corporated in the odd: the bookmaker reduces to the correct “fair value” to include his “profit” which must consider all the risks and the related corporate costs. If the client loses, i.e. the outcome is not what they betted, the bookmaker collects the entire stake from the customer: in essence, if the customer loses the bo-okmaker earns! It is clear, from this simple considera-tion, that the bookmakers prefer customers that lose to the talented professionals that always win!

				The operator, owner of the Betting Exchange Platform, only earns from the commissions as a percentage of the profits (this statement is not exactly true, we will review this in Betfair “premium charge” to in the next chapter): 
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				if the customer profits, the owner of the platform will earn more commissions.

				The company has every interest in the customer beco-ming good and successful and will take care of them over time so as to continuously collect commissions. The winning customer becomes “the goose that lays the golden eggs” .

				The bookmaker is forced to continually offer incentives and bonuses to attract new customers, because the old ones will “self-destruct” and must be replaced: it is a hard-fought struggle in terms of marketing!

				The relationship between the customer and the gam-bling operator is very clear: on one hand they are “ad-versaries” with conflicting interests; on the other they are partners with a common interest - making profits on the market!

				This parallelism and contrast is also very evident in the Forex, where the dealing desk brokers are often against the customer, gaining de facto from the losses of their clients.

				 

				How does the Betting Exchange work?

				The Betting Exchange works in the same way and with the same principles as a traditional financial stock exchange.

				 The back and lay bets are entered by users by clicking on the template on the website or directly through the trading software. 

				Visually, the odds are arranged in a horizontal (grid) or vertical (ladder) trading book. For each odd you can see 
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				the back or lay proposals.

				Match Odds Grid for a Lyon-Juventus football game:

				 

				The book is distinguished visually by two colours: blue for backing the odd, pink for laying. In the blue column are all the orders entered by bettors who want to lay the odd, while, in the pink column, there are all the pro-posals of those who, on the contrary, want to back it.

				Some readers may be wondering why there are propo-sals for laying the bet in the blue column, while above in the horizontal book there is the word “Punta” (Back)? 

				The odds are exchanged solely between the various users at a certain odd and, to be matched, you need a buyer and a seller with the same odd and the same stake.

				The bettor, by clicking on the box labelled “Punta” (Back) for the odd 6.2, will match the odd of another gambler who, on the contrary, wants to lay a bet. The system combines the proposals automatically, registers the bet matched to the odd of 6.2 and transfers it to the account as “Matched.”

				In a free and transparent market, the price of a good / service is determined by the intersection of supply and demand at a certain value.
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				In the above example note that in the blue column, for the odd of 6.2, on the laid side there is £1407, ready to be backed. The amount of £1407 is the sum of the orders entered by all the customers at that odd: only the total sum available is visible, and not the number of users that offer it. The same can be said about the odd 6.4 in the pink column, where £3961 is being bet in “back mode” and can be immediately laid by clicking on the odd 6.4.

				The books, as they say in financial jargon, have an infi-nite depth of market as all the back and lay bets ente-red at any level of odd can be seen, even those far from the current market value. The sport trader can easily see the “pressure” exerted by those who buy and sell the odds, that is, if there are more back or lay proposals within the book and thus have an immediate idea of what may be the trend of market. As a useful indicator to read this trend, the most advanced trading software provides the WOM (Weight of money) data.

				On the Betfair website the first 3 back and lay bets are visible, while the specific trading software provides full depth by means of the vertical book called the ladder.

				At the top right of the grid is the word “Abbinate” (Matched) with the amount £ 191,632: This volume re-presents the total value matched by all users on the market for the match odds of the Lyon-Juventus game. This amount takes into account all possible outcomes (Lyon win, Juventus win and draw).

				We must out that Betfair considers 2 times the amount matched: so if a user backs a certain odd with £10, crossing another user who lays the same odd, the total 
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				volume traded on Betfair will be £20. In financial mar-kets the exchanged volume would be half, in this case £10.

				How to place a back or lay bet

				If you place a “back” bet, you bet that the event will occur, while with a “lay” bet, you bet that the event will not occur. To do this you must first have the necessary cash in your account to perform the operation.

				We will examine the two types of bets and in particular the lay bet because the stake you want to select must take liability into consideration.

				 

				Backing a bet

				Backing a bet is very simple and intuitive, as it is the same operation that takes place at any bookmaker or traditional betting agency. 

				If you want to back £100, you must have at least £100 in your gambling account. 

				 The order form on the Betfair site shows all the infor-mation that uniquely identifies a bet: odd, stake and profit. 

				Once you have filled in the form, click on “place bet” and, after a second display panel opens, you are asked to confirm the bet. This offers greater security of the customer in case of inputting incorrect information. At this point the back is placed on the market pending being matched. 
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				Laying a bet

				As for laying a bet, the operation is slightly different as the concept of the liability of the lay bet (see Glossary) comes into play.

				To enter the “lay” bet you must have the liability amount (what you have to pay if you lose your lay bet) in your gambling account and this changes depending on the value of the odd. 

				 

				In the above example you can see that when laying a bet for Russia at 5.3 for £100, the liability amounts to 
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				£430! You no longer need just the £100 in the account as in the case of backing a bet, but at least £430, i.e. the sum to be paid to those who backed the odd in the case of Russia winning the game.

				Following this consideration, it is clear that allaying an odd is more “risky” than backing it, because you can lose more than the value of the stakes themselves. For this reason it is recommended that you never lay at odds of higher than 5.00, with the exception of cases where the lay bet is necessary to close a previously ba-cked bet (sport trading).

				The Advantages of the Betting Exchange

				The advantages are undoubtedly countless and consi-stent when compared to traditional betting. The Betting Exchange, since it is structured in a completely different way, has distinctive and unique features that constitute both the strengths and, at the same time, the advan-tages: the benefits are primarily for direct users and, therefore, it has always been hampered and slowed by the development and expansion of certain markets. The reasons that have been given to explain the delays are laughable, because it is clear that it will have a major impact on corporate profits of the companies operating in the traditional market.

				The traditional bookmaker, in the near future, will no longer exist because the same “services”, excluding multiple bets, are available within the betting exchange platform, with much better economic conditions.

				More culturally advanced and technological people will 
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