

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		

		
            

		
		
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Bets and Bids: Favorite-Longshot Bias and Winner's Curse

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			17 Pages
		
		

		Posted: 11 Jun 1997
		
		
		
	

	
		
			
			




	See all articles by Johannes (Jan) J. M. PottersJohannes (Jan) J. M. Potters
Tilburg University - CentER
Jorgen G. de Wit
University of Amsterdam - SEO Economic Research


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: Undated

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		A well-documented anomaly in racetrack betting is that the expected return per dollar bet on a horse increases with the probability of the horse winning. This so-called favorite- longshot bias is at odds with the presumptions of market efficiency. We show that the bias is consistent with betters having myopic beliefs. If betters neglect the fact the popularity of a horse indicates that other people have favorable information about that horse, then they bet less on the favorite than they should. This myopia is related to, though stronger than, the judgmental bias that lead to the winner's curse in auctions. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: D83, D44

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Potters,  Johannes (Jan) J. M. and de Wit,  Jorgen G., Bets and Bids: Favorite-Longshot Bias and Winner's Curse (Undated).  Available at SSRN: https://ssrn.com/abstract=2053 or http://dx.doi.org/10.2139/ssrn.2053 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Johannes (Jan) J. M. Potters (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Tilburg University - CentER  ( email )

			

			
			
				
				
				
					Department of Economics
P.O. Box 90153
5000 LE Tilburg
Netherlands
+31 13 466 8204 (Phone)
+31 13 466 3042 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Jorgen G. De Wit

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Amsterdam - SEO Economic Research  ( email )

			

			
			
				
				
				
					Roetersstraat 29
Amsterdam, 1018 WB
Netherlands

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      300

			

		
		
		
			Abstract Views

			    1,985

		

		
		 
		
			Rank

			  185,784

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				        9 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        A Parimutuel Market Microstructure for Contingent Claims Trading

                        
                            By
                                
                                
                                    
                                    Jeffrey Lange
                                     and 
                                
                                    
                                    Nicholas Economides
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        A Parimutuel Market Microstructure for Contingent Claims Trading

                        
                            By
                                
                                
                                    
                                    Jeffrey Lange
                                     and 
                                
                                    
                                    Nicholas Economides
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Radical Financial Innovation

                        
                            By
                                
                                
                                    
                                    Robert J. Shiller
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            A Parimutuel Market Microstructure for Contingent Claims

                            
                                By
                                    
                                    
                                        
                                        Nicholas Economides
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Late Informed Betting and the Favourite-Longshot Bias

                            
                                By
                                    
                                    
                                        
                                        Marco Ottaviani
                                         and 
                                    
                                        
                                        Peter Norman Sorensen
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Distinguishing Overconfidence from Rational Best-Response in Markets

                            
                                By
                                    
                                    
                                        
                                        Shimon Kogan
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.079 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
