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Abstract

This talk focuses on the central question whether a financial market can possibly be efficient
and, if it is inefficient, how can statistics be used to capitalize on its inefficiency. We review
the definitions of information efficient market hypothesis. We use horse racing betting
market as an example to test this hypothesis. We conclude that the financial markets are
usually inefficient. Kelly formula and constant rebalanced portfolio investment strategies are
introduced. Real data were used to show how the strategies work in real investment.
Discussions are given on how the similar strategies can be used in stock markets.
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