
The	Hidden	Fee
How	to	see	the	costs	the	bookmaker	quietly	built	in	against	you

Every	time	you	place	a	bet,	you	accept	the	terms.	And	every	time,	you	pay	a	fee	—	but	it's	written	down	nowhere.	It's
hidden	in	two	places:	in	the	margin	and	in	the	odds	the	bookmaker	sets.

This	document	explains	how	bookmaker	margins	work	and	gives	you	the	tools	to	run	the	calculations	—	and	the	thinking
—	yourself.	The	logic	is	simple,	the	same	as	in	any	business:	to	come	out	ahead,	you	need	to	know	your	costs	and	cut
them	down.	Here,	the	cost	is	the	difference	between	the	fair	price	of	an	outcome	and	the	price	the	bookmaker	set.	From
here	on,	you'll	learn	how	to	find	that	difference	in	any	bet	of	your	own.

Part	1.	The	method:	calculating	the	hidden	fee
A	bookmaker's	odds	look	like	a	figure	pulled	from	thin	air	—	nothing	to	compare	them	against.	But	there	is	something	to
compare	them	against,	if	you	know	where	to	look.

There	are	two	kinds	of	venue.	A	bookmaker	is	a	business	with	a	rigid	model:	it	builds	a	margin	into	the	odds,	and	its
profit	doesn't	depend	on	which	customer	guessed	right.	An	open	market	—	a	betting	exchange	or	a	prediction	market	—
works	differently:	there's	no	operator	setting	the	price.	The	price	is	formed	by	competition	between	the	analysts
themselves,	betting	against	one	another.	Some	back	an	outcome,	others	lay	it.

Because	it	has	no	built-in	margin	business	model,	an	open	market	is	structurally	fairer:	the	price	there	is	the	sum	of
opinions	of	a	crowd	of	people,	like	a	share	price,	rather	than	a	number	set	in	the	house's	favour.	This	doesn't	mean	"you'll
win	there".	It	means	the	price	on	an	open	market	sits	closer	to	the	true	probability	of	the	outcome.

The	comparison	method	—	three	steps.

Step	1.	Take	the	odds	on	both	outcomes	—	from	the	bookmaker	and	from	the	market.

Say	an	event	has	two	outcomes	—	a	favourite	and	an	underdog.

Outcome Bookmaker Open	market

Favourite 1.5 1.538

Underdog 2.4 2.778

The	bookmaker's	odds	on	both	outcomes	are	lower	than	the	market's.	Lower	odds	—	smaller	payout.

Step	2.	Convert	the	odds	into	probabilities.	One	formula:

probability	=	1	/	odds

Outcome Bookmaker Open	market

Favourite 1/1.5	=	66.7% 1/1.538	=	65.0%

Underdog 1/2.4	=	41.7% 1/2.778	=	36.0%

Total 108.3% 101.0%

Here's	the	first	clue.	In	a	fair	picture,	the	probabilities	of	two	outcomes	sum	to	exactly	100%	—	one	of	them	is	certain	to
happen.	The	bookmaker's	sum	is	108.3%	—	the	extra	8.3%	is	the	hidden	fee,	baked	into	the	odds.	On	the	open	market
it's	101.0%	—	almost	the	honest	100%.

Step	3.	Calculate	the	EV.	EV	(expected	value)	is	how	much,	on	average,	comes	back	from	every	$10	you	stake.	It's
made	of	two	parts:	how	much	you	win	on	average	and	how	much	you	lose	on	average.	The	first	part	carries	a	plus	sign,
the	second	a	minus,	and	the	result	shows	whether	you're	up	or	down:

EV	=	(profit	if	you	win	×	chance	of	winning)	−	(loss	×	chance	of	losing)



To	calculate	EV	you	need	the	true	chance	of	the	outcome.	Nobody	knows	the	perfectly	fair	number	—	it's	always	an
estimate.	But	the	open	market	is	the	closest	to	it:	its	margin	is	near	zero	(101.0%	versus	the	bookmaker's	108.3%),	and
the	price	is	formed	by	a	crowd	of	analysts.	So	we	take	the	market	price	as	the	true	chance	—	with	the	understanding	that
this	is	a	careful	approximation,	not	gospel.

Let's	take	the	true	chance	of	the	underdog	a	little	below	the	market	price	—	say	35%.	That's	more	instructive:	we'll	see
what	happens	when	your	bet	is	objectively	on	the	weak	side.

Now	we	calculate	the	EV	of	the	very	same	bet	on	the	underdog	twice	—	and	this	is	the	whole	point.	The	stake	is	$10,	the
true	chance	is	35%	in	both	cases;	the	only	thing	that	changes	is	the	venue	where	you	place	it.

At	the	bookmaker,	odds	2.4	(profit	if	you	win	$14):

win:	$14	×	0.35	=	+4.90
loss:	−$10	×	0.65	=	−6.50
EV	=	4.90	−	6.50	=	−$1.60

On	the	open	market,	odds	2.778	(profit	if	you	win	$17.78):

win:	$17.78	×	0.35	=	+6.22
loss:	−$10	×	0.65	=	−6.50
EV	=	6.22	−	6.50	=	−$0.28

There's	the	source	of	the	loss,	in	plain	sight.	The	outcome	is	the	same.	Your	analysis	is	the	same.	The	true	chance	is	the
same	—	35%,	an	objectively	weak	bet.	The	only	difference	is	what	odds	you	were	given	for	that	chance.	The
bookmaker	sets	the	odds	lower	than	the	true	probability	—	and	that	gap	turns	into	your	loss.

Notice:	there's	a	loss	on	the	market	too.	The	open	market	doesn't	turn	a	weak	bet	into	a	good	one	—	a	bet	on	a	35%-
chance	outcome	at	odds	of	2.778	is	still	slightly	unprofitable.	But	−$0.28	against	−$1.60	is	a	difference	of	almost	six
times.	On	a	single	bet	it	looks	like	small	change.	Over	a	distance	of	a	hundred	$10	bets,	that's	a	loss	of	$28	against	a	loss
of	$160	—	and	here	the	small	change	turns	into	a	chasm.

That's	the	whole	method.	From	here	you	apply	it	to	any	bet	of	your	own:	take	the	bookmaker's	odds	and	the	market's
odds,	convert	both	into	probabilities,	calculate	the	EV	for	each	—	and	see	the	gap.

Part	2.	Why	the	fee	is	always	there	—	it's	by	design
One	example	is	one	example.	Let's	show	that	the	loss	is	not	chance	but	is	built	into	the	design	of	the	business	model.

The	margin	is	in	every	line.	The	sum	of	probabilities	from	a	bookmaker's	odds	is	always	above	100%.	That	excess	is
the	margin	(in	the	odds	it's	called	overround	—	you'll	meet	this	term	on	the	venues	themselves):

margin	=	(1/odds₁	+	1/odds₂)	−	1

In	the	example	above	the	bookmaker's	margin	is	8.3%.	On	an	even	pair	1.9	/	1.9	it's	≈	5.3%.	For	bookmakers	it	usually
sits	in	a	5–8%	band	—	not	because	the	line	is	a	poor	one,	but	because	that's	how	their	business	model	is	built:	the	margin
is	the	built-in	profit.	On	an	open	market,	at	the	mid-point	of	the	spread	(the	gap	between	the	"for"	and	"against"	price),
the	margin	is	near	zero.	That	is	the	structural	difference	between	the	venues.

The	higher	the	odds	—	the	more	is	hidden.	The	fee	isn't	spread	evenly	across	the	line.	Take	a	bet	with	high	odds:	a
0:0	scoreline,	the	bookmaker	offers	6.0,	the	market	≈	9.2	→	true	chance	1/9.2	=	10.9%:

win:	profit	$50	×	0.109	=	+5.45
loss:	−$10	×	0.891	=	−8.91
EV	=	−$3.46	from	$10	—	a	hidden	fee	of	about	35%.

An	"attractive"	set	of	odds	is	not	a	gift	but	a	warning	sign:	the	more	tempting	the	figure,	the	more	is	baked	into	it.	This	is
a	well-known	market	distortion	—	favourite–longshot	bias:	people	systematically	overpay	for	a	high-odds	"lottery	dream"
and	underrate	the	favourites.

Why	there	are	so	many	winning	stories	around.	If	everything	is	so	negative,	where	do	the	winners	you	see	every



day	come	from?	It's	not	that	you	fail	to	understand	something	—	you're	simply	shown	an	incomplete	picture.	Channels
post	the	rare	lucky	ones	who	landed	a	big	accumulator,	and	don't	post	the	tens	of	thousands	of	losers,	because	losers
post	nothing.	The	display	case	is	built	out	of	winners	only.	From	a	display	case	like	that	it's	easy	to	construct	a	picture	of
the	odds	that	bears	no	relation	to	reality	—	and	that	isn't	your	mistake,	it's	a	property	of	the	display	case.

Over	a	short	run,	luck	really	does	decide	the	outcome:	a	single	match	can	be	guessed,	ten	in	a	row	happens	too.	That's
why	a	single	loss	is	so	easy	to	write	off	as	"bad	luck".	But	the	longer	the	distance,	the	less	luck	weighs	on	it	and	the	more
the	costs	do.	A	hundred	bets,	a	thousand	bets	—	there,	luck	averages	out	to	almost	nothing,	and	the	result	is	decided	by
how	much	fee	you	handed	over	on	each	bet.	Not	"lucky	or	not",	but	"what	price	did	you	enter	at".

You	can	see	it	in	a	simulation.	Take	two	players	who	guess	equally	well:	the	true	probability	of	the	outcome	is	53%	for
both,	the	stake	is	fixed.	The	difference	is	exactly	one	thing	—	the	bookmaker	builds	a	5%	margin	into	the	odds,	the	open
market	builds	in	nothing.	Each	thin	line	is	a	separate	series	of	bets;	the	bold	line	is	the	average	result.

Over	a	hundred	bets	the	clouds	almost	merge.	Some	of	the	bookmaker's	series	even	go	into	profit	—	over	a	short	run	luck
easily	covers	the	margin,	and	that's	exactly	why	the	loss	is	so	hard	to	notice.	But	the	bookmaker's	average	line	has
already	dipped	below	the	start.



Over	a	thousand	bets	the	picture	splits	for	good.	Luck	has	averaged	out,	pure	mathematics	remains.	The	average
bankroll	on	the	open	market	holds	near	a	hundred	—	the	market	didn't	make	the	player	richer,	it	simply	wasn't	taking	a
fee.	The	average	bankroll	at	the	bookmaker	has	fallen	by	roughly	half.	That	same	5%	margin,	which	looked	like	small
change	on	a	single	bet,	ate	half	the	money	over	the	distance.

There's	no	magic	here	and	no	secret.	The	margin	is	mathematics	that	works	slowly	and	inexorably.	The	longer	you	play,
the	more	precisely	it	does	its	work.

Part	3.	Where	this	leads	—	and	where	the	honest	line	is
You	can	now	calculate	the	hidden	fee.	What	remains	is	to	work	out	what	to	do	with	that	knowledge.

Option	1.	Don't	bet	at	all.	Mathematically,	this	is	the	only	option	with	a	guaranteed	zero.

Option	2.	The	open	market	—	a	betting	exchange	or	a	prediction	market.	Here	the	game	is	not	structurally
rigged	against	you	by	default:	the	margin	at	the	mid-point	of	the	spread	is	near	zero	—	that	built-in	fee	the	bookmaker
takes	simply	isn't	there	in	the	design.

But	this	is	not	a	promise	of	profit.	Let's	state	plainly	what	the	open	market	does	NOT	do:

it	doesn't	remove	the	spread	and	the	platform's	commission	—	a	small	entry	cost	of	your	own	remains;
it	doesn't	remove	variance	—	the	scatter	of	outcomes	doesn't	go	anywhere;
it	doesn't	make	you	a	good	analyst	—	estimating	probabilities	is	still	on	you.

The	open	market	removes	the	bookmaker's	mark-up	—	that	is,	the	difference	between	a	guaranteed	loss	and	a	chance	of
breaking	even.	No	more	than	that.

The	honest	message	of	this	document:	"here	the	game	is	not	structurally	rigged	against	you	by	default"	—	not	"here	you



will	win".	Anyone	promising	you	the	latter	is	selling	hope.

What's	next
You	have	the	tool	—	recalculate	your	last	bet:	two	sets	of	odds,	two	probabilities,	the	EV	for	each.	See	what	hidden	fee
you	paid	without	knowing	it.

And	if	you'd	like	to	see	what	a	market	without	the	bookmaker's	mark-up	looks	like,	take	a	look	at	how	a	prediction	market
works:

→	An	open	market	with	no	hidden	fee	—	take	a	look

Disclosure.	The	link	above	is	an	affiliate	(referral)	link:	the	author	may	receive	compensation	from	the	platform	through	it.
This	does	not	change	the	content	of	the	document	above	and	is	not	a	recommendation	to	bet.
18+.	This	material	is	intended	for	adults	only.
This	is	not	financial	advice.	The	document	is	educational	in	nature.	Decisions	involving	real	money	are	yours	to	make;	on
matters	requiring	precision,	consulting	a	specialist	is	advisable.
Availability	by	country.	The	platform	is	not	available	in	every	jurisdiction,	and	the	terms	of	the	affiliate	programme
change.	Before	following	the	link,	check	the	platform's	current	Terms	for	your	country.

Glossary
Odds	—	the	payout	multiplier.	A	$10	bet	at	2.4	returns	$24	(a	$14	profit)	if	it	wins.

Probability	—	the	chance	of	an	outcome.	Calculated	as	1	/	odds.

EV	(expected	value)	—	how	much,	on	average,	comes	back	from	every	$10	staked.	A	negative	EV	is	a	built-in	loss.

Margin	(overround)	—	how	far	the	sum	of	probabilities	from	the	bookmaker's	odds	exceeds	an	honest	100%.	This	is	the
hidden	fee;	on	the	venues	the	English	term	is	overround.

Bookmaker	—	a	venue	with	a	rigid	business	model:	the	margin	is	built	into	the	odds,	and	the	bookmaker's	profit	doesn't
depend	on	who	guessed	right.

Open	market	(betting	exchange,	prediction	market)	—	a	venue	with	no	operator:	the	price	is	formed	by
competition	between	analysts	betting	against	one	another.

Spread	—	the	gap	between	the	"for"	and	"against"	price	of	an	outcome.	At	its	mid-point	the	margin	is	near	zero.

Favourite–longshot	bias	—	a	market	distortion:	high-odds	bets	are	systematically	overrated,	low-odds	ones
underrated.
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