
In the world of investing and finance apps, there’s a lot of chatter—and often confusion—about what counts as
gambling and what counts as investing. With commission-free trading, frequent options offers, and flashy
brokerage apps that celebrate every trade with confetti, it's tempting to think buying stocks or indexed funds is
just a gamble with a cool interface.

But behind the scenes, the real dividing line isn’t vibes, gut feelings, or even luck—it’s expected value.
Understanding expected value (EV) separates broad equity index investing, which can be positive EV over time,
from frequent option trading, which is typically negative EV for retail traders. You want straight talk about the
numbers? Let’s dive in.

What Is Expected Value, Really?
Expected value is the average outcome you can expect from any bet or investment if you repeated it many times.
The simplest way to think about it: multiply each possible outcome by its probability, sum those up, and that’s
your EV.

The key phrase here is the sign in front of the number. Positive EV means you expect to make money on average.
Negative EV means you expect to lose money on average. It doesn’t guarantee what happens in one or two tries
—luck can do whatever it wants in the short term—but over many repetitions, EV dominates.

Broad Equity Index Investing: Positive Expected Value

Broad equity index funds—like the S&P 500 index fund—represent ownership in a wide slice of the stock market.
Historically, these indexes have demonstrated positive returns over long periods, reflecting economic growth,
innovation, and productivity improvements.

These funds essentially give you exposure to the whole market—not just random stocks.

They typically reinvest dividends (less an expense ratio), which fuels compounding.

Transaction costs are minimal, and the fees are transparent.

Long time horizons allow the law of large numbers to reduce volatility’s impact.

Because the broad market tends to grow over decades, the expected value of holding an index fund for the long
run is positive. It’s not gambling; it’s informed market participation with a credible positive EV.



Options Trading and Gambling: Negative Expected Value

Contrast that with buying weekly options on a brokerage app (you know the ones—they highlight the cheap,
juicy-looking contracts and make it easy to hit “buy” multiple times a week). There’s a crucial difference here:

Options have a theta decay, meaning the contract loses value as time passes.

The probability of assignment, bid-ask spreads, and commissions eat into your potential returns.

These costs and mechanics are often buried under flashy interfaces or ignored in “just a fun way to trade”
promos.

Unlike broad-based https://thinkaora.com/luck-is-not-a-plan-where-investing-and-games-of-chance-actually-
differ/ equity ownership, options trading as executed by most retail investors is a negative EV game. The pricing
models baked into options markets incorporate expected loss from theta decay and spreads—so unless you have
deep expertise, information, and/or special strategies, you are statistically expected to lose money on average.

Transparency: RTP vs Hidden Trading Costs
Casinos publish RTP (Return to Player) percentages to clearly show players their expected return. For example, a
slot with a 95% RTP means over millions of spins, players lose 5% of their wagered money on average.

In investments, how transparent is the expected return?

Broad equity index funds have well-documented historical returns and clearly stated expense ratios.

Options trading hides your effective “house edge” in bid-ask spreads, theta decay, and commissions—not
upfront or neatly summarized anywhere.

Apps that gamify trading with confetti and bouncy animations distract you from these hidden costs.

Making decisions without understanding your expected value is like gambling blindfolded. You want to know your
edge—or your disadvantage—before putting your money on the line.

Time Horizon and the Law of Large Numbers
Investing isn’t about winning a sprint; it’s about running a marathon. Positive expected value only shines when
you have a long time horizon and enough repetitions to let averages smooth out random ups and downs.

Consider this analogy:
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Playing weekly options is like flipping a biased coin only a handful of times—you might win or lose big quickly.

Owning a broad market index over decades is like flipping that coin thousands of times—outcomes converge
towards expected value.

If you treat options as a fast lane to wealth, you’re falling into the “can stop early” fallacy—which I call out
whenever I see it. Expected value assumes you play repeatedly, and quitting early due to a streak of bad luck turns
expected gains into guaranteed losses.

Summary Table: Index Funds vs Weekly Options

Factor Broad Equity Index Funds Weekly Options Trading Expected Value (EV) Positive over long horizons Negative
on average for retail investors Transparency of Costs Clear, explicit expense ratios Hidden spreads, theta decay,
commissions Time Horizon Long-term (years to decades) Short-term (weekly, daily) Impact of Luck Diminishes as
time passes due to law of large numbers High; outcomes can swing wildly Mechanics Ownership of diversified
assets, reinvested dividends Complex option greeks, assignment risk, decay

Why Calling Everything “Risk” Without EV Is Misleading
People casually throw around terms like “risk” without delving into expected value, which drives me nuts. Risk is
about variability—you can have risky investments with positive expected value (like index funds) or “safe” trades
with negative expected value (like certain option plays). Without specifying EV, “risk” becomes a vague warning
sign, not an actionable insight.

To invest wisely, always ask:

1. What’s the expected value—am I on the positive or negative side?

2. What are the explicit and implicit costs involved?

3. How long am I planning to hold or play this position?

Skipping these details because “you can always stop early” or “just have fun” doesn’t help when you’re bleeding
money systematically.

Final Thoughts



Is buying index funds the opposite of gambling? Strictly speaking, yes. Index funds offer a positive expected value
grounded in transparent costs and a long-term growth trend. Retail options trading through weekly contracts,
especially in gamified apps, often behaves more like casino play—negative expected value, hidden costs, and
volatile outcomes.

Don’t get confused by flashy interfaces or the psychological thrill of quick trades. Focus on the numbers. Focus on
the sign in front of the expected value. That’s your true compass.

Investing is a marathon of patience and discipline paired with understanding the math that underpins every dollar
you deploy. Gambling sets the odds against you. Broad equity index investing sets the odds in your favor—when
you do it right, for the right reasons, and with the right timeframe.


