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EGR Technology explores how
artificial intelligence has the
potential to revolutionise sports
betting, opening up the route to
true personalisation and leading
to a wholesale change in the way
consumers view betting

Words | Scott Longley

US Treasury Secretary Steve Mnuchin
caused a stir within the tech commu-
nity at the end of March when he was
questioned over the degree to which he
thought AI-powered robots were a threat
to American jobs. “Not at all,” he told his
interviewer.

“In terms of artificial intelligence
taking over American jobs, I think we’re
so far away from that that it’s not even
on my radar screen,” he said at an event,
hosted by online news service Axios. “I
think it’s 50 or 100 more years.”

His comments drew a predictable re-
sponse from the US tech sector which
was quick to point out that artificial intel-
ligence was already replacing jobs in key
areas of the US economy.

Similar sentiments might be expressed
by those involved in the sports betting
sector who would likely take up a bet on
Mnuchin’s 50 year-plus estimate.

“The industrial revolution is coming
to sports betting,” says David McDowell,
chief executive and co-founder at chal-
lenger sports betting backend provider
FSB Technology. “There is no doubt that
jobs are being changed. We’re running 15
different sportsbooks, for instance, with
average bets per day now at the 100,000
in a day level, and we’ve just hired our
thirteenth trader.”

The changes to date at FSB and else-
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where may not be driven by AI quite yet
- McDowell himself says the industry is
likely at the stage of clever algorithms
right now - but he still feels that the
broad theme of Al-driven disruption will
hit the sports betting world soon enough.

From financial trading and regulatory
infrastructure to search functionality and
on to medical diagnosis, via of course
Siri, Alexa and the other automatons of
the internet of things, Al is already here
and driving huge changes in the way we
view our relationship with technology.

“It’s happening in every sector; that
part of the story is undeniable,” says
McDowell. “But if you look at the sports
betting sector, the biggest challenge is
that you have the theory of Al and then
you have the reality of legacy technolo-
gy. At some point you either marry those
things up or you throw away the legacy
technology.”

Tenyears after
In his 5,500-word state-of-the-social-na-
tion address (see sidebar), Facebook’s
Mark Zuckerberg repeated what he said
was his favourite saying about technolo-
gy. “We always overestimate what we can
do in two years, and we underestimate
what we can do in 10 years.”

It is an observation that would cer-
tainly seem to hold true for sports bet-
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"We always overestimate what we can
dointwo years, and we underestimate

whatwe cando in10 years™

Mark Zuckerberg, Facebook

ting. Christopher Langeland, managing
director at Gaming Innovation Group’s
sports betting backend development
arm Betting Cloud, says the introduc-
tion of increased automation in the area
of sportsbook provision will be an evolu-
tionary process.

“There will be some people who are
going to be disappointed that the utopia
of a fully-automated way of working
doesn’t quite work out as well as they
hoped,” he says. “Having said that, there
is absolutely no question that automation
can deliver huge gains in efficiency, accu-
racy and coverage.”

Under a strict definition of AI - and
accepting there are many definitions
of what exactly AT and machine learn-
ing represents - the industry is a long
way away from implementing the full
ticket. But machine-learning approach-
es are being used even if they are not as
yet replacing elements of the core betting
engine, says Michael Maibaum, chief ar-
chitect at Sky Betting & Gaming. “I would
suspect that most operators are using
machine learning in some sense,” he
says. “It’s just that it’s around the edges.”

Most obviously gains have been made
towards automation in the realm of odds
compilation and in-play services. Paolo
Personeni, managing director of man-
aged trading services (MTS) at Betradar,
points out that its APIs are reducing the
operational burden in all aspects of the
sports betting business from event cre-
ation to result. This might not be AI but
it certainly matches the description of
clever algorithms. “Our managed ser-
vices are taking what was started with
algorithms and automation of data into
pricing and applying similar automation
across other areas of sportsbook and risk
management,” he says.
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These tools cover much of the ground
for any sports betting backend includ-
ing liabilities, bet limits, market factors,
customer confidence, event and tourna-
ment-level confidence, and bet type, all
achieved with little recourse to any re-
al-time intervention.

“Automation’s next steps will be in the
risk-management process, customer pro-
filing and clustering, automatic risk-as-
sessment and liability management,”
says Personeni. “Having said that, this
evolution probably won’t be swift as a
sensitive approach to each customer is
critical. The industry needs to get com-
fortable with trusting the numbers com-
pletely.”

Siri, build me a new sportsbook

It should, by rights, not be the biggest
leap of faith. The industry has fully ex-
ploited the opportunities offered by in-
play product, for instance, and it stands
as perhaps the last major innovation that
was embraced by the sports betting in-
dustry and, crucially, the consumers.

Yet as McDowell points out, the inno-
vations of in-play —particularly as far as
the customer experience is concerned —
has now solidified into a static and inter-
changeable proposition.

“We do a lot of sports betting sites and
the problem is that you have such a rigid
structure of sports, competitions, events,
markets, selection, price, add it to the bet
slip and away you go,” he says.

“A lot of this stuff goes back to the
processes of the betting shop, even the
mobile offerings.”

Yet consumer behaviour can change
with rapidity, encouraged by disruptive

trends in the consumer technology space.

Here we can look at the advances made
in terms of music streaming, transpor-
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Caffe2

culture

Mark Zuckerberg started off
his 5,500-word essay featuring

his thoughts on “building global
community” by asking the ques-
tion “are we building the world we
all want?”

The essay was aresponse to
the furore regarding Facebook’s
role in the spread of fake news
and Zuckerberg made it plain he
sees the deployment of further
advances in artificial intelligence
as part of the company’s answer.

He wrote that Facebook was
working on Al solutions that in
time will be able to understand
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and judge text, photos and vid-
eos. He said the company wasn't
there yet but that some of the

work being done by its research-

ers would bear fruit later this year.

This was backed up by the
recent F8 Facebook developers
conference where Al was also
afeature of almost all the de-
velopments spoken about from
the company’s AR plans to its
specific open source deep-learn-
ing framework, Caffe2, which
is aimed at “industrial-strength
applications with a heavy focus
on mobile”.
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tation, food delivery and many other as-
pects of our daily lives. Looked at in this
way, it is easy to believe that new consum-
er behaviours from outside the sector will
drive innovation within it.

“Many of the improvements made with
respect to interactions online, particu-
larly in the online retail space, will help
sportsbooks evolve their own customer
experience,” says Personeni.

“Some of these developments will
include technology like chatbots and
smart-product filtration of web and
mobile interfaces, leading to fast
bet-identification and subsequent-
ly quicker overall transaction times.
Products like Alexa/Echo and Siri are
moving the general consumer to inter-
act differently with everyday routines
and purchasing: there is a lot to be learnt
from these trends.”

Routes to marketing

The moves being made in ecommerce to
provide customers with the product that
they want, when they want it - and poten-
tially before they have even thought of it
themselves — is where we are likely to first
see the fruits of the sports betting indus-
try’s forays into machine learning.

Crucially, it is also an area of develop-
ment where operators don’t have to delve
too deep into their legacy systems to
come up with some answers.

“It’s the recommendation stuff,”
Maibaum says. “How do you find the
right people to market to and what do
you market to them? It’s an obvious area
for sportsbooks to use. And it’s not really
limited by the backend. While you can’t

Michael Maibaum, Sky Betting & Gaming

/17
Cover feature
Al sports betting

really do everything you want, this is
about what you offer the customer and
that’s not really limited.”

Indeed, the most obvious outward
manifestation of how machine-learning
techniques will affect what the end user
will experience is already visible from
the advances being made in marketing.
The moves towards recommendation
engines and personalised marketing ef-
forts is also (maybe not coincidentally)
well-timed given the continued march
of ad-blocking and from what we know
about the concerns on the part of the reg-
ulatory authorities over the terms and
conditions attached to current, untarget-
ed, bonusing and free-bets marketing.

Moves being made by the likes of
adtech providers Fresh8 and Optimove
are shifting the industry’s marketing ef-
forts away from rinse-and-repeat manual
campaigns towards a bright new dawn of
targeted marketing. It offers the poten-
tial of a whole new model in online gam-
bling, one where the data about a cus-
tomer’s previous activity will be utilised
to provide pinpoint-accurate messages
designed to entice punters back to their
bookmaker of choice.

“Our modelling is highly disruptive to
marketing in the sense that marketers
using it can truly achieve the holy grail
of 100% relevant player interactions,”
says Amit Bavas, head of marketing at
Optimove. “Players have no idea what is
happening behind the scenes, but their
gaming experience is vastly different
when they are being communicated with
in an emotionally intelligent fashion.
Players won’t be able to go back to the
outdated gaming experience provided by
older marketing strategies.”

The most forward-thinking market-
ing strategies in online gambling are
moving towards hyper-segmentation.
“Only by heavily relying on data to un-
derstand each player in 360 degree, and
communicating with them according to
their unique preferences, can you achieve
personalisation that really works,” says
Bavas. “Otherwise you are paying the
price of generalisation.”

Nathan Rothschild, co-founder and
partner at iSport Genius, which provides
consumer-facing data services to the likes
of Ladbrokes Australia and Unibet, points
out that the true personalisation along
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these lines offers the prospect of much
more efficient marketing spend.

“Instead of broad offerings, there will
be no wastage,” he says. “You will be serv-
ing up relevant marketing messages to
each of your consumers. A different mes-
sage tailored to each user and their pref-
erences. And when you have a highly-ef-
ficient marketing strategy, it will natural-
ly convert better. And then there will be
greater investment because there will be
areturn on it.”

Advances in personalisation
Quite how far personalisation can go is a

matter of debate and it is where the big-
gest questions about the application of Al
become clearer.

“There is no doubt that users will have
a completely personalised experience in
the future,” says Rothschild. “The ques-
tion mark is when?”

The better the data, the better the
result, says Bavas. “Machine learning is
also becoming more robust, with contin-
uously better results. As technology ad-
vances and more communication chan-
nels are added, we will see players shift-
ing towards experiences providing them
with the best sense of personalisation.”

“Players have noideawhatis happening
behind the scenes, but their gaming
experienceis vastly different when they
are being communicated with"
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Wheel of
fortune

David McDowell of
FSB Technology
says sportsbook
CRM is more
complex than
casino

“Sports-betting CRM is fundamen-
tally different from casino CRM,”
according to Dave McDowell from
FSB Technology.

In the latter, to know a customer’s
value is relatively simple; know their
turnover and the game they are play-
ing and you will know the theoretical
margin. Add in a bit of information
about the credit card they are using,
the size of the initial deposit and of
the first stake, and it will be possible
to know how much they are likely to
be worth over their player lifetime
and hence how much you should be

04/05/2017 13:55



bonusing them.
But in sports betting an operator
needs to know much more informa-

tion about the context of a bet. “It's
the context that has to be applied

to the turnover before you can un-
derstand how much the customer is
worth, and right there is where every
sports betting platform | know about
falls short.

“Thereis a big problemin the in-
dustry right now regarding CRM tools
in that they are non-existent,” says
McDowell, who adds that there is the
potential for Al to sweep all before it.
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The system is highly dependent on op-
erators’ data. “That’s why its accuracy is
so high,” he says. “More data means a
better, more layered and more accurate
player model.”

But the key for personalisation will be
how a betting operator utilises more than
just the past betting behaviour of its con-
sumers. “The main driver for personali-
sation will be around the user experience
and speed of that experience, based on
not only user information and preferenc-
es, but also on more detailed informa-
tion, such as bet identification, of chan-
nel and even location,” Personeni says.

The advances being made will result
in far greater improvement beyond just
the targeting element of personalisa-
tion. “As a result of the power afforded by
modern technology, we are now produc-
ing bet-stimulating insights and user-ex-
perience tools which simply weren’t pos-
sible a decade ago,” says Rothschild.

Machine learning is destined to be
at the heart of these moves. Andreas
Koukorinis is the founder of Stratagem,
a company built with the purpose of at-
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tempting to “reimagine” sports betting,
as it says on its website, by leveraging the
science of machine learning to potential-
ly evolve sports betting into a new asset
class.

Looking at how the sports betting oper-
ators will have to change to survive in the
future, he predicts more efforts to push
for machine learning to be used as a cen-
tral component of the product.

“Particular areas of machine learning,
such as reinforcement learning, can allow
corporate margins to gain uplift by reduc-
ing human trading and increase smart,
flow-adjustable automated trading that
continues to learn from every decision
it makes,” he says. “From the consumer
perspective, the results are broader and
tighter markets.”

His thoughts are echoed by Sky Betting
& Gaming’s Maibaum who points out
that the explosion of data coming from
real-time feeds - such as the position of
players on the pitch, the number of shots,
how far players have run - could feed a
far more sophisticated set of models in
the future.

“It’s plausible in the future that the
data will become ever richer and more re-
al-time,” he says.

In a galaxy far, far away
Further out, genuinely sector-defining
transformations might be on the hori-
zon. One idea that might yet have its time
is personalised odds. “When it comes
to personalisation, AI gives potential for
quite significant change in the relative-
ly short term,” says Will Mace, head of
Kindred Futures, the operator’s innova-
tion hub.

“Every consumer will see a unique web-
site with unique content and unique odds
created exclusively for them.

“"When it comes to personalisation,
Al gives potential for quite significant

change in the relatively short term™

Will Mace, Kindred Futures
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“What people see on their sites will be
constantly changing — automatically and
instantly — delivering the best and most
relevant experience for an individual cus-
tomer at any particular point in time.
That’s the concept at least.”

The degree to which that concept is
translatable into actual reality - and how
long that transfer will take - is very much
open to debate. Langeland from Betting
Cloud points out that sports events are
massively complex and multi-faceted
structures where the whims and deci-
sions of ultimately unpredictable human
behaviour can be a huge influence on the
end result.

“Algorithms just aren’t good enough
to compute all of the potential variables,
and take into account contextual changes
like changing weather conditions, or psy-
chological factors that influence players,”
he argues. “For the foreseeable future, a
mix of increasing automation with a bit
of skilful human steering is going to be
the best way to go.”

McDowell tends to agree. “The com-
puters are great at saying here is the line,
but it is the human who should be sitting
there, keeping their eye on the machine,
looking at the complexities,” he suggests.
“So, more machines to do the grunt work,
and with humans adding the value.”

Looking at the issue of personalised
odds, McDowell says he is “not a fan.”
“The odds should be the odds,” he adds.
“The future is about how you evolve bo-
nusing. In casino, you get a bonus and
you churn it. In sports, people take bo-
nuses and go to Betfair and lay them off.
Free bets are such a blunt instrument.”

But arguably a looming battle lies
ahead that will have a huge effect across
the sector. “There are some very sophisti-
cated punters out there,” says Rothschild.
“They are predicting results with complex
machine learning - that exists. If it be-
comes an issue - if in the long term punt-
ers are winning using these insights, then
that’s a trading issue and odds can be
personalised to reflect that.”

The talk of AT often moves into the area
of science fiction, with talk of the upcom-
ing ‘singularity’ when computer AI over-
takes human intelligence, but you don’t
have to be a Hollywood producer to see
that the shape of things to come - even
in the prosaic world of sports betting —
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" Automation’s next steps will beinthe
risk-management process, customer
profiling and clustering, automatic risk-
assessment and liability management™”

Paolo Personeni, Betradar

could be very different indeed to what we
know.

“The introduction of Al to the sports
betting industry will be as impactful as
the electrification of things that took
place during the industrial revolution,”
says Koukorinis.

“Al is all about harnessing the power of
multiple artificial brains. The same way
we are building self-driving cars, we think
of artificial agents that derive informa-
tion from live video and can adjust prob-
abilities of events in real time. It’s signif-
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icant change for the industry to under-
take, but betting operators will be able

to provide better pricing across the spec-
trum of clients, inclusive of insights that
make the product more engaging, and ul-
timately drive greater revenues.”

That is probably the clinching argu-
ment and the single most important
reason why the further adoption of ma-
chine learning and Al is inevitable.

As Rothschild says, “In the big wide
world of technology, this isn’t that com-
plex compared with self-driving cars.”
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