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IInvesting and game theory have a lot in common, and one TV program that 

demonstrates the intersection between the two is “Let’s Make a Deal.” 

What Can Monty Hall’s 
“Let’s Make a Deal”  
TV Program  
Teach Us  
About  
Investing? 



“L
et’s Make a Deal” was a game show where contestants were presented with a series of closed doors, each 
hiding a prize of varying value. The contestants would choose a door without knowing what is behind it. They 
are then given the option to keep the prize or trade it for another unknown prize behind a different door. The 

game show is a classic example of game theory, and the Nash Equilibrium is a principle used to analyze the game. The 
Nash Equilibrium is a concept in game theory that describes a situation where every player in a game makes the best 
decision given the decisions of the other players. In “Let’s Make a Deal,” the Nash Equilibrium can be found by analyzing 
the options available to the contestant and the probability of winning a higher value prize.

In investing, the Nash Equilibrium can be used to determine the best strategies for different market conditions. The 
basic principle of the Nash Equilibrium is to consider the incentives of all parties involved in the game or market and 
to make decisions based on the expected behavior of others. For example, if an investor believes that the market is 
going to go up, they might choose to invest in stocks or risky assets that are likely to benefit from the market increase. 
However, if many investors have the same expectation, the prices of these assets may already be too high, making them 
less attractive. In this scenario, the Nash Equilibrium suggests that the best strategy for the investor may be to diversify 
their portfolio and look for undervalued assets. By doing this, they can still benefit from the market increase while 
reducing their exposure to overvalued assets.

Inevitably during each  “Let’s Make a Deal” game show, Monty Hall, 
the host, would present a contestant with potential prizes behind 
three closed doors. Contestants who watched the show would 
understand that behind one of the doors was a valuable prize, such 
as a new car, and behind the other two doors were less valuable 
prizes, such as billy goats. The contestant would choose one of the 
three doors, but Monty would not open it. Monty knew what was 
behind each door.  He would then open one of the two remaining 
doors to reveal a goat. At this point, he would offer the contestant 
the option to switch their choice to the other unopened door or 
stick with their original choice. The question posed by the Monty 
Hall problem is whether the contestant should switch their choice 
or stick with their original choice, and what is the probability of 
winning the valuable prize under each strategy. The answer to this 
dilemma is that the contestant should always switch their choice.

C A P I T A L

™

w w w . W a t e r l o o C a p . c o m

What Can Monty Hall’s “Let’s Make a Deal” 
TV Program Teach Us About Investing?

|   2

In “Let’s Make a Deal,” 

the Nash Equilibrium can 

be found by analyzing 

the options available to 

the contestant and the 

probability of winning a 

higher value prize.



|   3w w w . W a t e r l o o C a p . c o m

I
nitially, the probability of choosing the door with the valuable prize is 1/3. When the host opens one of the other 
doors to reveal a goat, this does not change the probability that the contestant’s original choice is correct. Therefore, 
the probability that the valuable prize is behind the remaining unopened door is 2/3. By switching their choice, the 

contestant increases their chances of winning the valuable prize from 1/3 to 2/3.  This result is counterintuitive to 
many people, and has been the subject of much debate and discussion in the field of probability theory. The Monty Hall 
problem is often used as an example of how probability theory sometimes contradicts our intuition, and how careful 
analysis is necessary to make accurate predictions and decisions in uncertain situations.
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In conclusion, the Nash Equilibrium is a valuable concept that can be applied to both game theory and investing. 
By understanding the principles of the Nash Equilibrium and applying them to investing strategies inspired by 
"Let's Make a Deal," investors can make more informed decisions and maximize their potential returns.



Disclaimer

The commentary set forth herein represents the views of Waterloo Capital Management and its investment professionals at the time indicated and 

is subject to change without notice. The commentary set forth herein was prepared by Waterloo Capital Management based upon information that 

it believes to be reliable. Waterloo Capital Management expressly disclaims any responsibility to update the commentary set forth herein for any 

events occurring after the date indicated herein or otherwise. The commentary and other information set forth herein do not constitute an offer to 

sell, a solicitation to buy, or a recommendation for any security, nor do they constitute investment advice or an offer to provide investment advisory 

or other services by Waterloo Capital Management. The commentary and other information contained herein shall not be construed as financial or 

investment advice on any matter set forth herein, and Waterloo Capital Management expressly disclaims all liability in respect of any actions taken 

based on the commentary and information set forth herein. Hedge funds, private equity and other alternative investments involve a high degree of 

risk and can be illiquid due to restrictions on transfer and lack of a secondary trading market. They can be highly leveraged, speculative and volatile, 

and an investor could lose all or a substantial amount of an investment. Alternative investments may lack transparency as to share price, valuation 

and portfolio holdings. Complex tax structures often result in delayed tax reporting. Compared to registered mutual funds, hedge funds, private  

equity and other alternative investments are subject to less regulation and often charge higher fees. Alternative investment managers typically 

exercise broad investment discretion and may apply similar strategies across multiple investment vehicles, resulting in less diversification. Trading 

may occur outside the United States which may pose greater risks than trading on US exchanges and in US markets. Alternative Investments 

generally are offered through private placements of securities which are unregistered private placements and are available only to those investors 

who meet certain eligibility criteria. The above summary is not a complete list of the risks and other important disclosures involved in investing in 

alternative investments and is subject to the more complete disclosures contained in the Fund’s confidential offering documents, which must be 

reviewed carefully prior to any investment.
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