
When scrolling through your brokerage app, those flashy weekly options with their ticking clocks often catch the
eye. The promise of quick gains is alluring. But does riding the wave frequently pay off in the long run, or are you
just speeding toward losses? This debate circles around the famous law of large numbers (LLN), a concept people
call upon whenever discussing investing or gambling. The real question is: Does the law of large numbers help
investors or hurt them?

Understanding the Law of Large Numbers in Investing
The law of large numbers (LLN) states that as the number of independent trials grows, the average result will
converge to the expected value (EV). Simple, right? But here’s the twist—EV isn't a vague "risk" you feel in your
gut. It’s a concrete number with a sign in front of it (positive or negative). That sign in front of the number literally
defines your long-term fate.

People get confused because they conflate volatility or uncertainty (“vibes”) with actual expected value. Remember:
volatility fluctuates in the short term, but the expected value governs the average outcome in the long term under
LLN.

The Expected Value Sign: The Real Dividing Line

Why does this matter? Because LLN only helps you when the expected value is positive. If it’s negative—like most
casino games or some aggressive short-term trading strategies—law of large numbers just means you’re
consistently losing money over time, only now with less "vibe" randomness.

Weekly Options in Your Brokerage App: A Case Study in Expected
Value and LLN
Let’s talk specifics with the tool everyone notices: weekly options in your favorite brokerage app. These apps
frequently offer the ability to buy options expiring every single week. The immediate appeal: rapid, repeatable
trades. But your question should be not "Can I trade often?" but "Is my expected value positive across these
trades?"



Options Mechanics: Theta Decay and Assignment Risk

Theta Decay: Options lose value as time passes. For buyers, theta decay eats away their premium. For sellers,
it can be a windfall. But app platforms won’t hand you free money; they build in spreads and commissions to
ensure their cut.

Assignment Risk: Short options risk unexpected exercise, possibly forcing you to buy or sell stock at
unfavorable prices.

Spreads and Commissions: The bid-ask spread and platform commissions are industry-standard hidden
costs that quietly eat chunks from your expected value.

When you pile all those mechanics together, most retail traders buying weekly options face a net negative
expected value. The law of large numbers therefore becomes a warning sign: if you keep trading these losing bets
more frequently, you’re guaranteed to bleed your account dry faster.

Positive EV in Broad Equity Ownership vs Negative EV in Casino-style
Trading
Contrast your weekly options trades with broad equity market investing. Historically, owning diversified equities
exhibits a positive expected value, despite market fluctuations and drawdowns. Holding the market long term
reflects the core principle of positive EV combined with the patience to let LLN work in your favor.

Investment Type Expected Value Sign Typical Time Horizon Relation to Law of Large Numbers Broad Market Index
Funds Positive (+) Years to decades LLN helps smooth out short-term noise; average returns converge to positive
EV. Weekly Options Buying in Brokerage Apps Negative (-) Weeks to months LLN works against you; repeated
trades converge to losses. Casino Games (e.g., slots, roulette) Negative (-) Each session or spin LLN guarantees
average loss across many plays.

Note the difference: the sign in front of the expected value is what dictates whether LLN helps or hurts your
pocketbook.

Transparency: Why Knowing Your "Return to Player" Matters in
Investing
Ever notice how casinos publish their Return to Player (RTP) percentages? Slots might say 92-96% RTP—exact
numbers. This transparency tells you your thinkaora.com expected value up front. In investing, most platforms
hide your true costs:

Spreads aren’t obvious.

Order execution prices vary.

Commissions still chip away.

Slippage increases with frequency.

When apps gamify options trading with confetti and instant gratification, they hide these “negative EV” mechanics
in plain sight. If you don’t know your expected value, you can’t meaningfully estimate whether the law of large
numbers is a friend or foe.

Time Horizon Investing: LLN Needs Time to Work
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The law of large numbers operates over many independent trials, but that doesn’t mean “many trials” over days or
weeks is sufficient. True LLN requires repeated exposure over appropriate timescales. Investing with a long time
horizon allows the positive expected value of broad markets to manifest.

Trying to shortcut time by jumping into weekly options gameplay is different. Each trade likely has negative EV.
The law of large numbers forces you to absorb these expected losses repeatedly—there’s no magic early exit that
escapes the math. Repeated losing bets compound under LLN—they don’t vanish.

Beware of Hand-Wavy "You Can Stop Early" Arguments

“You can stop if you’re losing” sounds like an exit strategy, but it’s hand-wavy. In real-world trading, emotions and
market noise lead to inconsistent stopping points, which only distort your results with experience bias and
selection bias. You’re not guaranteed to “escape” losses cleanly. The expected value sign still rules the long-term
outcome.

Summary: Law of Large Numbers and Expected Value – Your Investing
Compass

1. Law of Large Numbers is neither magic nor foolproof: It amplifies the sign of your expected value.

2. Positive expected value + large number of trials = likely gains: Found in broad equity market investing
over time horizons of years or decades.

3. Negative expected value + large number of trials = inevitable losses: The reality in buying weekly
options in most brokerage apps or casino games.

4. Transparency matters: Know your true trading costs and expected value before repeating trades.

5. Time horizon is critical: LLN requires sufficient repeated independent trials over time, best suited for positive
EV strategies.

So when you next consider jumping on that weekly options trade, remember to check the sign in front of the
expected value number—not just the dopamine rush or flashy app UI. The law of large numbers will do its job, and
the sign in front of your expected value will determine whether it helps or hurts you in the end.


