
As a general rule, I don’t like casinos. Yes, I have been to a few, and, yes, I have even had 
a good time on occasion. However, the whole concept of a casino seems more than a little 
underhanded, and I have always felt a little worse for the wear whenever I leave one.  

The reason is simple: the odds aren’t in your favor. If they were, there wouldn’t be any 
money in it for the casino owner, and, ergo, there wouldn’t be any casinos. Basically, if you 
even had a 50/50 shot at winning, Las Vegas would be a dusty cattle town with a bus stop, 
and little else.  

Simply put, the average person, not a dedicated professional, will lose all of their money if 
they only stay at the tables and/or machines long enough. The more you understand how to 

play, the longer you can hang around. Unfortunate-
ly, the longer you stay, the more the casino plies 
you with ‘free booze.’ This dulls your decision 
making ability, and empties your pockets that 
much faster.  

I found the table to the left at pbs.org. Here is how 
to read it: if you take $100 into a casino and play 
‘normal blackjack,’ you will lose $10-20, on aver-
age, every hour. As such, you can reasonably ex-
pect the average schlub on holiday to be able to 
play blackjack for 5-10 hours before going bust, 
that is if they understand the basic rules of the 
game.  

Or, they could head over to the craps table and 
play ‘ten times odds,’ whatever that means. If the 
dice fall the right way, theoretically, our schlub 

could play until Doomsday, and not lose a dime. But what would be the point in that? Be-
sides, the powers that be in the casino will be plying him with bottom shelf liquor in an ef-
fort to get him to screw up.   

So, you can either hand your $100 to the greeter at the door OR you can stay a couple of 
hours and have some ‘free’ rotgut. Stay long enough, and you can wake up the next morn-
ing with a headache and empty pockets. Good times.  

Of course, you can think of casino gambling as entertainment, and plenty of people do. To 
each his own, and as long as you know the odds are against you, and the casino is in busi-
ness to take your money, and will get you drunk if all else fails to do so, hey, go have a 
good time. However, it has been my experience most of the patrons in the casinos I have 
attended seem more desperate than entertained.  

I say good luck to you and stay away from the 
tables next time. 

 
Schuster 
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While typing the first page, I remembered a very funny movie called “Lost In America,” starring Albert 
Brooks. Do yourself a favor. I won’t bore you with the backstory, but the crux of the matter is the wife loses 
all, and I mean all, their money at the craps table while the husband sleeps. In a fit of desperation, he goes to 
the casino boss to try and get his money back. Here is part of the exchange, which I copied straight out of the 
movie script:  

DAVID 

(continuing) I think, as an experiment, you give us back the money we lost. 

SHUSTER 

I beg your pardon? 

DAVID 

Well, imagine the publicity?  I mean, the Hilton, for example, they have billboards all over L.A. 
where they put the faces of the winners of those slot machines. Now, those people win a couple hun-
dred thousand dollars, but the hotel is getting millions of dollars of publicity with those billboards be-
cause people drive by and say, "Gee, the Hilton looks like a nice place.  Look at those smiling peo-
ple."  So, what about a billboard with my wife and I on it and we would be smiling and there would 
be a saying, something like, "These people dropped out of society, they couldn't take it any longer, 
but they made a mistake.  They lost their nest egg at The Desert Inn, but The Desert Inn gave it back."  
And maybe there could be some kind of a visual with you handing us an egg or something. Now I 
mean, I'm just formulating this now, as I'm talking, but you can imagine, when it's worked out how 
effective it could be. 

SHUSTER 

(chuckling) That's wonderful. (he gets up) Well, Mr. Howard, nice to meet you. 

DAVID 

What do you mean nice to meet me?  You said this is wonderful. 

SHUSTER 

We're kidding each other here, right? (starts to laugh again) I gotta tell you, this is one of the best 
things I've ever heard. What's the board gonna say again? "Gamblers, come and get your money 
back." (he laughs) Great.  That's great. 

 

This has a point, sort of.  

Just what is investing? I would or could make the argument investing is really nothing more than gambling, 
but with differences: there isn’t a ‘house’ whose sole purpose is to clean you out, and you get to control the 
odds or even stack them in your favor occasionally.  

Over the past week, I have made a couple of public presentations. After one of them, a person came up to me 
and asked what I could call The Standard: “I am thinking about retiring at some point in the near future. What 
should I be doing in my 401K?” Hey, this a great question, and I get it a lot. So much so, I decided to use it for 
my Montgomery Advertiser column this Sunday. Here is what I submitted:  
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I am 65 years old, and thinking about retiring at some point in the not so distant future. How 
should I be structuring my 401K and other investments? After all, I can’t afford to lose this 
money.  

Age is one of the most misused demographics in the investment industry. This is because the prevail-
ing logic is the older you are, the more you should ‘lock in’ your money by investing in bonds and 
cash instruments.  

That would be fine if these things paid 7% or more, and inflation ran 2% for the remainder of your 
life. However, they don’t, and it won’t. With the way things are currently, invest in bonds all you 
want; inflation will eat up all of your interest, and you will watch the purchasing power of your prin-
cipal shrink, at best.  

If the Centers for Disease Control’s actuarial tables are accurate, and I have no reason to believe they 
aren’t, the average American can reasonably expect to live another 19 years, or so, once they reach 
65. Females get to hang around a little longer than males, but the simple fact remains: if you are 65, 
your investment time horizon should be around 20 years.    

That is a long time.  

As you know, investing carries all sorts of risk: credit, market, interest rate, liquidity, inflation, etc. 
My experience has been a lot of risk-averse investors tend to focus almost solely on market risk, by 
this I mean they focus on the potential short-term fluctuations in the stock market. After all, they can’t 
afford to lose their money, right?  

Now, investing is really nothing more than gambling except where you control the odds, as opposed 
to the house. So, what are the odds? Are they in your favor?  

Historically, the accepted rate of return on intermediate term bonds is between 5-6%. Sometimes you 
get more, and other times less; but that is what you can reasonably expect over time. By comparison, 
the accepted rate of return for large cap stocks is anywhere from 9-10%, but, with greater volatility, 
obviously. Finally, inflation has run close to 3% over the long haul.  

This means you could reasonably expect a 2-3% real return from your bond portfolio, and anywhere 
from 6-7% from your stocks. If you plan on tapping into your portfolio 5% per year, you can do some 
quick math and conclude you will eat into the purchasing power of your portfolio by investing solely 
in bonds. Conversely, your purchasing power increases with stocks. That is just the math using broad 
assumptions based on history.  

Those are the odds, but the odds don’t always play out as they should. There are absolutely no guar-
antees when it comes to either investing or gambling. For instance, the gambling line on the Iron 
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Bowl was around 24 points before the season started last fall. The Tigers were still getting 10 or so at 
kickoff, and we know how that turned out. 

However, over time, the team with the better record usually wins this particular game. It has done so 
8 out of the last 10 years, which is roughly in keeping with the series as a whole, perhaps a little high-
er. So, if you had to place a 10 year bet, heck a 20 year bet, who wins this game? The team with the 
better record or the upset?  

If you understand this logic, and these odds, you can probably guess what my generic advice might 
be.       

In so many ways, this sums up a lot. The odds are if you bet on the team with the better record, you will win 
the Iron Bowl. Now, let me throw a wrinkle in there. How would you bet IF you had to place bets 5-10-20 
years in the future, even odds, and your options were: 1) Alabama, or; 2) Auburn, or; 3) the team with the bet-
ter record, or; 4) the team with the worst record?  

Which of these options has the best chance of success? For grins, Alabama leads the series 42-35-1. There you 
have it. Unless you are an extremely different breed of cat, you would opt for option #3, IF you had to place 
your bets years in advance.  

However, how would bet IF you had to place your bet the day of the game? That is a slightly different ques-
tion, isn’t it, particularly last year? After that Georgia game, Auburn seemed like destiny’s child.  

Let me sum this up.  

The key to investing is stacking the odds in your favor. This is unlike casino gambling where this isn’t possi-
ble. Of course, I have to say cautionary words like: “past performance is not indicative of future results.” How-
ever, if you draw the timeline out long enough, well, the numbers sure looks related.  

Therefore, it is imperative to understand what your goals are, and how much volatility you are willing to take. 
Some people can’t take a lot, no matter how much math I might show them about the sun rising in the east to-
morrow.   

With that said, the odds are no one ever accomplished their investment objectives by not understanding the 
odds.  

You know, I wish casinos had to put that line above their doors.  
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