Dear MAFL Fund Contributors and Interested Bystanders,
Forgive me if this newsletter is a little longer than some of those from previous weeks, but there’s a bit to reflect on and this might be the last MAFL Fund e-mail that some of you receive. Basically, I’d like to grab an audience while I can still maintain the pretence that I have one.

Before going any further, I just want to recognise what an extraordinary Grand Final we witnessed on Saturday. It’s often said of the losers that there was no shame in losing; it’s usually a comment made without thought or merit. On Saturday though, there truly was no shame at all in losing. But, as you could see on Adam Goodes’ face at the final siren, there’s not a lot of joy in it either.
MAFL Fund
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I’ll be honest with you. At the start of the season I thought the Fund represented a demon-sent opportunity for me to look profoundly stupid in front of, and lose money on behalf of, many of the most important people in my life. At the conclusion of Round 17, with the share price languishing at just over 68c and having lost 6 of the previous 7 bets, I felt as though my early-season assessment had been far too optimistic.
Then, as the chart at right so gloriously depicts, came the Conversion, and St Model of Statistics emerged from its Round 18 meditations with a vision - a highly improbable vision of the last-placed Blues at $4.50 toppling the third-placed Dees and resurrecting our season. And lo the Model proved prescient, and the resulteth was verily lucrative.
Rounds 19 and 20 netted us another 17c, the Special Stupidity Dividend contributed a further 12¾c, and we fairly coasted for the remainder of the season, with an uncharacteristically bet-shy Model practising abstinence in two of the five weeks of the Finals. Such cautiousness meant that the share price barely moved during the Finals, leaving us with a closing share price of $1.2501 ($1.1216 ex SSD), some 25% above where it had been just 6 months prior. Not bad for year 1.
So, were we just lucky?
The statistician in me forces me to ask the question: did we make money through superior understanding of the merits of the teams or might we just as well have metaphorically or actually flipped a coin to choose the matches, teams and amounts we wagered?
There are bunches of ways of making such an assessment. The simplest is to imagine that we picked 62 games – the number of bets that the Model had us place – at random from the season (excluding the GF as I ran these simulations earlier in the week), and then selected, also at random, one of the two teams on which to wager in each game. In deciding how much to wager, we choose at random one of the bet sizes that the Model used during the course of the season. Call this strategy the “Simple” strategy.
If we simulate this Simple strategy 10,000 times, randomly selecting games, teams and wagers each time, we find that the Model’s performance exceeds that of the Simple strategy 83.3% of the time. In other words, if we’d used the Simple strategy rather than the Model, the chances of us finishing with a better return were about 1 in 6. That’s not an unequivocal victory for the Model, but it’s moderately convincing; a fully-hardened statistician would want this result to be 1 in 10 or, better still, 1 in 20, before he or she opened his or her wallet.
Next, rather than choose games and teams completely at random, let’s incorporate a few of the Model’s biases. During the season the Model chose to bet in 17 of the 22 games in which there was no home team (eg games played at Manuka Oval or Aurora Stadium) and in 45 of the 162 games in which there was a home team. Furthermore, in those games where there was a home team, the Model considered a bet only on the home team. So, this time, let’s randomly select 17 of the 22 games in which there was no home team and choose, at random, one of the two teams on which to wager; let’s also choose 45 of the 162 games in which there was a home team and choose the home team to wager on for the selected games. Again, let’s choose a bet size by selecting, at random, one of the bet sizes that the Model used during the course of the season. Call this strategy the “Bias Games and Team” strategy.

If we simulate this strategy 10,000 times, the Model’s actual performance is superior about two-thirds of the time. This suggests that the Model might be slightly superior in at least one of the following aspects: choosing which games to bet on, choosing which team to bet on, or deciding how much to wager. Alternatively, if the Model is of equal ability in these areas relative to the “Bias Games and Team” strategy, it just happened to get lucky and select games, bets and wager sizes that landed it in the top one-third of all possible outcomes.

In summary, if the Model is truly no better than the Simple strategy, we would only expect to obtain a return as good as or better than that we actually achieved about 16.7% of the time (ie we were quite lucky). If, instead, the Model is no better than the Bias Games and Team strategy, we would only expect to obtain a return as good as or better than that we achieved about 33.2% of the time (ie we were only somewhat lucky).
For the truly curious, there’s more detail in the Appendix, including information about a third alternate strategy.
Model Tipping

The Model tipped Sydney by a point, giving it 0 from 1 for the weekend and leaving it 4 from 9 (44%) for the Finals. 

Here’s the weekend’s detail:
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In Thursday night’s newsletter I mentioned the fact that no team had come from behind to win a Grand Final after trailing at three-quarter time in any of the Grand Finals over the period 2000-2005.  It turns out that this string of victories actually extends back to 1985. The last team to lose a Grand Final after trailing at three-quarter time was the Hawks, who led 10.8 (68) to Essendon’s 5.15 (45) at three-quarter time only to see the Dons kick 9.6 to 2.1 in the fourth quarter to run out victors by 24 points. 
During this streak it’s not as if most of the winning Grand Finalists have had comfortable leads at three-quarter time either: 3 of them have led by less than a goal at the final change, and 10 of them have led by less than 3 goals. 

So, the Eagles’ victory on Saturday extends the sequence to 22. Quite extraordinary.
(Over this same time period – 1985 to 2006 – 15 of the 22 winners have led at quarter time and 17 of the 22 winners have led at half-time. As I’ve said before, any lead’s a good lead in AFL).
[image: image2.png]Predicted Margin L W Total % W
5 17 277 4 B14%
617 il 0 7 £23%
18+ 12 56 68 82.4%

* excluding draws.





As noted, the Model’s sole tip for the weekend was an unsuccessful one on Sydney to win by a point. This left the Model with a season-long record, excluding draws, as summarised in the table at right, and meant that it finished the season with an unbroken streak of 13 correct tips where it tipped a victory margin in excess of 18 points. 
Line Betting Results
As predicted by the Model, West Coast failed to cover the 4½ point spread, giving Sydney victory on line betting for the fourth consecutive time during the Finals and leaving the Model with a 6 and 3 (67%) line betting record for the Finals. For the season, the Model finished 90 and 95 (49%), well short of what would be required for profitability in this form of betting.
MAFL Portfolio
I’m please to announce that the Model has managed to comfortably outperform the Combined Benchmark MAFL Portfolios, though it would need the Special Stupidity Dividend to claim victory over Portfolio #2, which has rallied considerably in the last fortnight. Over the course of the season
· MAFL Portfolio #1 was down 5.8% since the benchmark date

· MAFL Portfolio #2 was up 19.9% since the benchmark date

· The Combined Portfolio was up 5.7% since the benchmark date

Next Year
There most certainly will be a second year for the Model.
At this very early stage, my plans for next season include:

· The creation of multiple Funds, each with a different approach to game selection, bet type and bet size
· One Fund to be a variation of this year’s MAFL Fund, possibly focussing on particular game types

· Another Fund to focus on Line Betting

· Possibly another Fund that looks to bet only on favourites, but where the Model’s forecast margin suggests that the bet is worthwhile (remember our 56 and 12 record this year on teams tipped to win by 18 points or more?)
For those who are interested I will be writing a very occasional newsletter during the 6 months of the off-season. Please let me know by return e-mail if you’re interested in receiving this newsletter or if, instead, you’d like to receive the MAFL Newsletter during season 2007. Alternatively, of course, if you’d rather receive nothing at all, don’t send me anything.
Thanks for reading this year.
Cheers,
Tony
Appendix 1
	Simulation Name
	Model
	Simple
	Bias Team and Games
	Bias Team and Games and Correlate Bet Size with Price of Selected Team

	Number of Simulations
	1
	10,000
	10,000
	10,000

	Number of Bets
	62
	62 


	62 


	62



	Basis for Game Selection
	Value Bet
	Random
	45 randomly selected games from amongst those where there was a Home team, and 17 randomly selected games from amongst those where there was no Home team
	45 randomly selected games from amongst those where there was a Home team, and 17 randomly selected games from amongst those where there was no Home team

	Basis for Team Selection
	In games with a Home team, only it can be selected (if it represents value); in other games either team can be selected 
	Random


	Home team selected if there is one, otherwise randomly selected team


	Home team selected if there is one, otherwise randomly selected team



	Basis for Bet Size Selection
	Based on the Kelly formula for converting estimated ‘edge’ into bet size
	Random selection from the set of bets made by the Model
	Random selection from the set of bets made by the Model
	Equal to 0.009 + 0.0155 * Price of selected team (this is the line of best fit through the Model’s bets and prices)

	Average Outlay

Average Return

Median Return

Std Dev Return

Average ROI
	254.4%

11.9%

11.9%

-

4.7%
	254.6%

(22.7%)

(23.6%)

35.7%

(8.9%)
	254.4%

(2.2%)

(2.3%)

32.4%

(0.9%)
	244.6%

4.5%

3.8%

38.4%

1.8%

	Probabilities

Go broke

Lose 50% or more

Lose money

Make 5% or more

Make 10% or more

Make 11.9% or more

Make 15% or more

Make 20% or more

Make 25% or more

Make 50% or more

Make 100% or more
	
	0.7%

23.3%

74.2%

21.4%

18.1%

16.7%

14.7%

12.0%

9.6%

2.5%

1 in 2,500


	0.6%

6.8%

52.9%

41.1%

35.3%

33.2%

29.6%

24.8%

20.3%

5.4%

0.1%


	0.9%

7.6%

46.2%

48.9%

43.6%

41.6%

38.7%

34.0%

29.9%

12.2%

0.8%

	Percentiles

10th
25th
75th
90th
95th
99th
	
	(68.7%)

(48.1%)

0.8%

24.1%

38.2%

65.5%
	(43.7%)

(23.9%)

19.8%

39.2%

51.1%

73.6%
	(44.5%)

(22.5%)

30.6%

54.4%

69.4%

96.0%


