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Gambling on Reality

Prediction markets are platforms where people buy and sell contracts on future events—
elections, product launches, sports outcomes, even disasters. If an event happens, the contract
pays out; if not, it doesn’t. The price of each contract reflects the market’s implied probability
of that outcome. These markets have moved from the margins of finance into the center of
mainstream media. CNN has announced an exclusive partnership to integrate Kalshi
probabilities into coverage. CNBC has signed a multi-year deal placing forecasts across
programs. Yahoo Finance relies on data from Polymarket. What began as a niche tool is
becoming a broadcast feature, complete with tickers and an implicit message: the future is
something you can trade.

Platforms insist prediction markets are not gambling. They argue they function as exchanges
where users trade with each other rather than against a house. The platform earns fees on
volume, not from losses. Unlike a casino that sets odds and profits from your losses, prediction
market operators simply match buyers and sellers. They also emphasize the informational
value: prices aggregate dispersed knowledge into continuously updating estimates that can
move faster than polls and pundits. In this framing, contracts behave more like financial
instruments than bets.

Regulators and the gambling industry offer a different perspective. From their view, the user
experience is gambling regardless of the terminology. A person risks money on an outcome
they don’t control, hoping to profit. The language changes—“contracts” instead of “bets” —but
the behavior is fundamentally the same. Regulators also argue that prediction markets exploit a
jurisdictional gap. Financial regulation was not designed with gambling’s addiction safeguards in
mind. By operating under federal derivatives rules, these platforms can avoid consumer
protections that sportsbooks must follow: restrictions on credit, robust self-exclusion systems,
and certain advertising constraints. States have filed lawsuits and enforcement actions arguing
these are simply unlicensed gambling operations dressed in financial language. Of course, the
gambling industry’s opposition is not purely principled—sportsbooks are held to strict
regulations and are losing market share to prediction markets that operate with lighter

oversight.

Even if regulators settled the gambling question, another vulnerability remains: insider trading
and perverse incentives. In prediction markets, the “inside” can be a product launch date, a
scheduled list release, or internal timelines—information that often sits outside securities law,
weakening deterrence and complicating enforcement. A prominent example involved Google-
related markets on Polymarket. A trader account known as “AlphaRaccoon” placed remarkably
accurate bets tied to Google’s search releases and reportedly earned around seven figures in a
short window. The precision triggered suspicion of nonpublic access, possibly through
employment. While not proven, the episode exposes the core problem: from the outside, the
market looks like genuine crowd wisdom; from the inside, it may be someone with privileged
knowledge profiting from information others don’t have.
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The contradiction is striking. Inside Google, internal prediction markets using play money can
help employees make more honest forecasts about projects. But when similar knowledge
migrates into public, real-money markets, it becomes extraction: employees are monetizing
secrets their employer paid them to know. Insider abuse is troubling enough, but there is also a
more extreme risk. If contracts pay out on specific acts—terrorist attacks, crimes, or other
events that a determined person could influence—traders have a financial incentive to make
the outcome happen. The point is not that most users will do this; it’s that the contract design
can, in certain categories, turn prediction into motivation.

Even if insider abuse were contained, prediction markets raise a deeper question: do they
deliver better information, or do they change what information is? In theory, prices move
quickly and can update ahead of conventional coverage. In practice, the trouble starts when
probabilities become broadcast content. A ticker on television does more than inform. It trains
viewers to interpret public life as a scoreboard: who is rising, who is falling, what outcome is
“most likely.”

That framing can produce feedback loops. News shifts markets; markets become news; drama
produces movement and coverage rewards drama. Political markets are especially vulnerable.
When coverage amplifies that an official is “most likely” to be fired, the framing can shape
perception and pressure. A forecast can become a force acting on the outcome it claims merely
to describe. Media partnerships intensify these dynamics by normalizing the product. When
major networks integrate prediction prices into regular programming, they confer legitimacy—
signaling that these markets are reliable forecasting tools, on par with polls. Behind the scenes,
platforms may pay networks for exposure, blurring editorial judgment with commercial
incentive.

The structure of prediction markets is not the fundamental issue. The fundamental issue is
what we choose to build around them. Do we permit contracts on events where financial
incentives might encourage manipulation or even direct causation, or do we restrict markets to
outcomes no individual trader could realistically influence? Do we require clear disclosure of
trading volume and position sizes, or allow thin markets to masquerade as consensus? Do we
treat addiction risk as a design problem requiring safeguards, or as an acceptable side effect of
engagement? Do newsrooms present probabilities as one input among many, or as the
definitive answer?

These choices will determine whether prediction markets become a useful tool for better
forecasting or a mechanism for turning the future into an endless stream of tradable drama—
one ticker, one partnership, one editorial decision at a time.

1) Why do people find prediction markets convincing compared to polls?

2) Do you think prediction markets are gambling or financial products?

3) What kinds of events should never be turned into a market?

4) What responsibilities does the media have if they show prediction prices on air?

5) How could prediction markets affect trust in news and public institutions over time?
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to collect and combine

The dashboard aggregates reports

Aggregate (v) information into a single total | from different regions into one
or signal update.
the relationship in which one .
. . P . The study showed correlation, not
Causation (n) thing makes another thing .
causation.
happen
Confer v) to grant or give something, The award can confer credibility on
especially status or authority | a new researcher.
general agreement shared by | After discussion, the team reached
Consensus (n)
a group a consensus on the next steps.
. a limit or restriction that Time constraints forced the group
Constraint (n) .
reduces what can be done to choose a simpler plan.
the act of discouragin .
. g. & . Stronger penalties are meant to
Deterrence (n) wrongdoing by making it .
. increase deterrence.
risky or costly
spread across many people The team’s knowledge was
Dispersed (adj) | or places rather than dispersed across offices on three
concentrated continents.
the act of taking value from . .
. ) B . Many critics describe the model as
Extraction (n) something, often in a one- ; .
. extraction rather than service.
sided way
a cycle where an effect Rumors and reactions formed a
Feedback . .
loo (n) reinforces its own cause and | feedback loop that escalated the
P grows stronger over time conflict.
the operator that sets the In a casino game, the house usually
House (n) terms and profits from has an advantage built into the
customer losses in gambling | rules.
. in real situations rather than | In practice, the new rule was
In practice (phr) | .
in theory harder to enforce than expected.
to combine something into a . ) .
. The station plans to integrate live
Integrate (v) larger system so it becomes ; o
; data into its nightly program.
part of it
Margin (n) the outer edge or boundary She moved from the margins of the
8 of an area or activity industry into a leadership role.
to appear to be somethin
PP : . g A rumor can masquerade as a fact
Masquerade (v) else, especially to hide the pee
if it is repeated often enough.
truth
. to turn something into a Some creators monetize their
Monetize (v) i .
source of money or profit content through subscriptions.
the stated likelihood of an .
. The odds shifted after new
Odds (n) outcome, often expressed in

numbers

information reached the public.




ALPHQ

supervision and monitoring

Independent oversight can reduce

Oversight (n) to ensure rules are followed | conflicts of interest.
Pay out (phr v) to_ gi\{e money as a resglt ofa The policy will pay out if the flight
winning contract or claim is canceled.
. producing an unintended and | The policy created a perverse
Perverse (adj) harmful result incentive to hide bad news.
. @ p.efson paid to give . A pundit on the panel offered a
Pundit (n) opinions and commentary in .
. strong take on the election.
the media
Safeguard (n) a measure or rule meant ico The ap.p ?d.ded safeguards ’Fo help
prevent harm or reduce risk users limit impulsive spending.
a display that tracks who is The discussion felt like a
Scoreboard (n) ahead, often used as a scoreboard instead of a search for
metaphor for competition solutions.
of peri ftime |
Short (n) jvfnr; sF:)er;IStdh?n Ige Ir(]ens or There was a short window to apply
window . ) g napp before the deadline closed.
is possible
_ . . . It was striking how quickly public
Striking (adj) | very noticeable or surprising opinion changed.
the specialized words and The class reviewed basic
Terminology (n) phrases used in a particular terminology before starting the
field debate.
a moving strip of text or A ticker ran along the bottom of
Ticker (n) numbers on a screen that the broadcast with breaking

updates continuously

headlines.




