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Prediction markets: between forecasting,
speculation and invisible blockchain

Prediction markets have evolved within a few years from an academic niche concept into a
multi-billion-dollar asset class. With trading volume of around USD 44bn in 2025, roughly four times the
level of the previous year, they rank among the fastest-growing segments of financial markets. Driven by
the dominant platforms Polymarket and Kalshi, as well as rising interest from traditional exchange
operators, the sector also illustrates how blockchain technology is increasingly entering the financial

mainstream largely unnoticed.

Prediction markets are trading platforms where
participants buy and sell contracts tied to the
outcome of future events. A contract pays out 1USD
if the event occurs and 0 USD if it does not. The
market price therefore reflects the aggregated
probability assigned to that outcome. Economically,
prediction markets are based on the idea that
markets can efficiently aggregate dispersed
information and thus produce more accurate
collective expectations than individual forecasts.

The concept itself is not new. As early as 1988,
economists at the University of lowa launched the
lowa Electronic Market (IEM), which in several US
presidential elections produced forecasts that were
at times more accurate than traditional opinion
polls. Commercial platforms such as Intrade and
early crypto protocols like Augur, however, failed to
achieve lasting adoption. The real breakthrough
came only in recent years with two platforms:
Polymarket, founded in 2020 by Shayne Coplan, and
Kalshi, which launched in 2021 as the first prediction
market exchange approved by the US regulator
CFTC. The scale of growth illustrates the shift. While
election markets handled only about USD 355,000 in
trading volume in 2004, the figure had risen to
roughly USD 200m by 2012 and exceeded USD 3.7bn
on Polymarket alone in 2024.

Polymarket and Kalshi: two models, one market
The two platforms today account for roughly 85 to
90% of global trading volume, yet operate under
fundamentally different approaches.
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Polymarket operates as a decentralized platform on
the Polygon blockchain with settlement in USDC and
global user access. Its regulatory path, however, has
been complex. In 2022 the company paid a USD 1.4m
fine to the CFTC and subsequently restricted US
users. After acquiring the CFTC-licensed exchange
QCEX for USD 112m, Polymarket was able to re-enter
the requlated US market in December 2025 under
the name “Polymarket USA". In 2025 the platform
recorded trading volume of around USD 21.5bn with
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more than 445,000 monthly active users. An
investment by Intercontinental Exchange, the parent
company of the New York Stock Exchange, valued
the company at roughly USD 9bn.

Kalshi follows a regulated approach. The platform is
licensed by the CFTC as a Designated Contract
Market, applies full KYC and AML verification and
operates its own surveillance system called “Poirot.”
Political event contracts have repeatedly been at the
centre of regulatory disputes. In September 2024,
however, a US court ruled that election contracts
should not be classified as gambling. In 2025 Kalshi
recorded trading volume of around USD 17.1bn and
completed a USD 1bn funding round led by Sequoia
Capital at a valuation of roughly USD 11bn.

The market is currently clearly divided. Polymarket
dominates political prediction markets, while Kalshi
leads particularly in the sports segment. At the same
time, established financial players are increasingly
positioning themselves in the sector, including
Coinbase, DraftKings, Cboe and CME Group.

Use cases and risks

The applications of prediction markets extend well
beyond entertainment. Companies increasingly use
them to forecast internal developments. Google's
internal system “Prophit” delivered more accurate
forecasts than expert assessments over several
quarters, while Ford improved the accuracy of its
internal sales forecasts by around 25% using
prediction markets. Media and data providers are
also integrating these markets into their analytics.
Bloomberg incorporated Polymarket data into its
terminal in 2024, while Kalshi established
partnerships with CNN, CNBC and Google Finance.
The 2024 US election further highlighted their
potential. While polling models at times showed
Harris in the lead, prediction markets signalled a
Trump advantage for extended periods.

At the same time, structural risks are emerging.
Insider trading represents a key concern, as
individual traders have repeatedly profited from
non-public information. Market manipulation and
data integrity also pose challenges. A study by
Columbia University estimates that roughly a quarter
of Polymarket's trading volume may be attributable

to wash trading, particularly in sports markets.

Regulatory questions remain unresolved

The central question for the industry is whether
prediction markets should be classified as financial
instruments or as gambling. The answer depends
largely on the type of events being traded. In the
case of political, economic or scientific forecasts, it
can be argued that prediction markets genuinely
aggregate information and reflect collective
expectations, similar to the price signals generated
by futures markets. A large share of activity,
however, is concentrated in sports markets. A binary
contract on the outcome of an NFL game is
functionally difficult to distinguish from a sports bet
and can also be interpreted from a regulatory
perspective as a binary option. The fact that the
same product can be classified as a "reqgulated
financial derivative” (Kalshi), a “decentralized
prediction market” (Polymarket), or “illegal gambling”
in certain US states illustrates the underlying
regulatory contradiction.

The practical consequences are already visible. In
the United States, more than twenty lawsuits and
cease-and-desist orders have been filed in which
states such as Nevada, New Jersey and New York
classify prediction markets as unlicensed gambling.
The distinction from the established sports betting
industry is therefore difficult to maintain. While
operators such as DraftKings require a license to
offer sports betting, platforms like Kalshi operate
structurally similar products under a different
regulatory framework. At the same time, traditional
exchange operators are increasingly positioning
themselves in the sector. In March 2026, Nasdaq
filed an application with the SEC to list so-called
“Outcome-Related Options” on the Nasdag-100
index. These binary contracts follow the same
principle as prediction markets but would be traded
as securities options under SEC supervision. The US
Congress responded in early 2026 with the “Public
Integrity in Financial Prediction Markets Act.” The
fundamental classification question is likely to be
settled only through the courts.

Rapid growth in numbers
Monthly trading volume rose from less than USD
100m in January 2024 to more than USD 13bn by
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November 2025. The 2024 US election pushed
monthly volumes to nearly USD 5bn for the first time.
Activity initially normalized to around USD 2bn
following the election before accelerating again
from mid-2025, driven in particular by rapidly
growing sports markets.
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Prediction markets monthly trading volume / Sources: DAS,
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A report by Eilers & Krejcik estimates that prediction
markets could reach annual trading volumes of
around USD 1 trillion by the end of the decade. At the
same time, caution is warranted. A significant
portion of the recent growth has been driven by
incentive programs and event-driven spikes such as
the 2024 US election.

Blockchain in the background

One notable dimension of the boom is that many
users interact with blockchain technology without
realizing it. On Polymarket, every bet is executed as

a smart contract on the Polygon blockchain, with
settlement in USDC. In 2025, more than 95 million
on-chain transactions were processed, with average
fees of around USD 0.002. The user interface
abstracts this technical complexity almost entirely.
Users simply see markets, probabilities and dollar
amounts rather than wallets or gas fees.

Polymarket has consequently become the
highest-volume application on Polygon and in peak
weeks generates more than USD 1m in network fees,
while average transaction costs remain around USD
0.002 per trade.

The platform has achieved what many crypto
applications have struggled to accomplish:
mainstream adoption without token speculation.
The integration of Polymarket data into X further
reinforces this development. For the blockchain
industry, this represents an important signal. One of
the most successful decentralized applications in
recent years is one in which the underlying
technology remains largely invisible. The long-term
value of blockchain may therefore lie less in
token-based business models than in its role as an
efficient and transparent infrastructure.

Prediction markets illustrate, perhaps more clearly
than any other application, how the boundaries
between traditional finance and blockchain
infrastructure are dissolving. Every trade on
Polymarket settles as a smart contract on Polygon,
collateralised in USDC, with no bank or
clearinghouse in between. Yet the data flowing from
these trades is now distributed by Intercontinental
Exchange, owner of the New York Stock Exchange,
to institutional clients worldwide as real-time
sentiment indicators. ICE and Polymarket have
further agreed to collaborate on tokenisation
initiatives, extending this convergence into the
structure of financial products themselves. The
settlement layer is blockchain, the stablecoin is
USDC, and the distribution channel is Wall Street.
Thisis not a niche experiment. It is a blueprint.
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Disclaimer

The information provided is for informational purposes only and does not constitute investment advice or an offer or
solicitation to buy or sell financial instruments. This publication does not take into account the investment objectives,
financial situation, or specific needs of any particular recipient.

The views expressed are based on information available at the time of publication, reflect the current assessment of
Digital Asset Solutions AG, and are subject to change at any time without notice. Forward-looking statements are not
guarantees of future performance.

No liability is assumed for the accuracy, completeness, or timeliness of the information. Past performance is not a reliable
indicator of future results.

Digital assets involve significant risks, including high volatility, regulatory uncertainty, and the potential for total loss of
invested capital.

This publication is confidential and intended exclusively for the designated recipients. Reproduction or redistribution
without prior consent is prohibited.



