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A Favorite-Longshot Bias in Fixed-Odds Betting Markets: Evidence from College Basketball
and College Football

Jason P. Berkowitz **, Craig A. Depken, II °, John M. Gandar ©

Highlights

We provide the first clear evidence of the favorite-longshot bias existing in fixed-odds money
line betting markets

We document that betting on heavy favorites in both markets yields the best strategy to exploit
the favorite-longshot bias documented for both sports with an average return close to zero

While betting on heavy favorites offers a near zero return over several years, this evidence
suggests that these two betting markets are efficient within transaction costs

Abstract

This paper provides empirical evidence that the favorite-longshot bias persists in money-line
betting markets of both college basketball and college football. This is the first clear evidence of
the favorite-longshot bias existing in fixed-odds money-line betting markets in the US, as the
reverse favorite-longshot bias has been documented in professional baseball and hockey money-
line and in US sports sides-line markets. We also document that betting on heavy favorites in
both of these markets yields an average return close to zero, suggesting this strategy removes the
negative expected return created by the bookmaker’s commission. This “break even” betting
strategy persisted in both sports over the sample period. Thus, the evidence suggests that these

two betting markets are efficient within transaction costs.

JEL Classifications: D81, L83

Keywords: Favorite-Longshot bias, sports betting, market efficiency

Page 1 of 20



ISIf)rticles el Y 20 6La5 s 3l OISl ¥
Olpl (pawasd DYl gz 5o Ve 00 Az 5 ddes 36kl Ol ¥/
auass daz 3 Gl Gy V

Wi Ol3a 9 £aoge o I rals 9oy T 55 g OISl V/

s ,a Jol domieo ¥ O, 55l 0lsel v/

ol guae sla oLl Al b ,mml csls p oKl V7

N s ls 5l e i (560 sglils V7

Sl 5,:K8) Kiadigh o Sl (5300 0,00 b 25 ol Sleiiy ¥/


https://isiarticles.com/article/134716

