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Event contracts are turning war into something you can bet on from your phone — despite 
federal law meant to prevent exactly that. 

Top Takeaways 
• Betting on war and regime change is widely available across the United States, 

outside of the existing gambling regulatory framework 
• Event contracts create insider trading, manipulation and national-security risks 
• Federal law gives regulators authority to block war-related event contracts 
• Congress and regulators need to act now 

The Long Read 

How Are These Bets Legal? 
The Commodity Exchange Act (CEA) is the federal law governing derivatives exchanges. 
Under this law, Congress gave the Commodity Futures Trading Commission (CFTC) the 
authority to oversee event-based contracts.  

The law specifically states that the CFTC has the authority to shut down contracts that are 
‘contrary to the public interest’ when they involve things like terrorism, assassination, war 
or gambling.  Yet markets tied to these very events are thriving:  

• On Polymarket, users wagered heavily on when the United States and Israel would 
strike Iran, with contracts paying out based on whether an attack happened by a 
certain date. One market linked to the timing of strikes saw $529 million in wagers 
as tensions rose. 

• Kalshi, a U.S.-regulated exchange, faced backlash over a market involving Iran’s 
Supreme Leader, Ayatollah Ali Khamenei. The company insisted it doesn’t run death 
markets and said that if he died, positions would be cashed out at the last traded 
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price rather than treating his death as a winning outcome—a technical distinction 
meant to avoid triggering the ban.  

By defining contracts around dates or political control rather than explicit acts of war or 
death, operators claim to stay within the law. They argue that they are pricing probabilities, 
not violence. This is a distinction without a diYerence. 

War as a Side Hustle 
When U.S.–Israeli strikes on Iran became imminent, large and well-timed trades appeared 
on prediction markets ahead of the attack. At least one trader reportedly cleared a six-
figure gain. Lawmakers immediately raised the obvious concern: did someone with inside 
knowledge profit? 

National	security experts point to several risks: 

• Monetizing classified information. Anyone with nonpublic intelligence can turn it 
into trading profit. 

• Incentivizing manipulation. Actors with influence over events can place bets, then 
shape outcomes. 

• Corrupting decision-making. OYicials who weigh war and peace should not view 
those choices through a financial lens. 

No one who briefs the president on military options should have a financial stake in 
whether those operations are exercised. 

Is Information Warfare Next? 
These markets often trade on thin volume. A single large order can move prices sharply, 
altering the perceived “probability” of an event. Once odds shift, media outlets and social 
platforms often treat them as objective signals.  

This creates a dangerous vulnerability. A foreign interest could buy contracts, move prices, 
then point to those prices as evidence that a government is unstable or war is imminent. 
Any actor could weaponize the markets to amplify panic or distrust. 

Elected O@icials are Responding 
The Iran episode has raised attention among lawmakers. 

• Senator Chris Murphy called it ‘insane’ that people can legally profit from bets on 
war and is promising legislation to shut down contracts tied to military action. 
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• Representative Ritchie Torres has proposed a bill that would bar federal oYicials 
from trading in prediction markets on government policy when they possess 
nonpublic information, extending insider-trading rules into this new corner of 
finance. 

• A new advocacy group, Gambling Is Not Investing, led by former Trump chief of staY 
Mick Mulvaney, is pushing regulators to draw a bright line between forecasting tools 
and gambling — and to put war firmly on the forbidden side of that line. 

Meanwhile, platforms are booming. OYshore sites like Polymarket are outside direct U.S. 
oversight, and the total volume of prediction-market trading globally has ballooned into the 
tens of billions of dollars.  

The law already says war, assassination and terrorism don’t belong in event contracts. Will 
regulators allow semantics to override substance? Will Congress step in? Or will war 
become just another bet? 

Selected Sources and Further Reading 
Laws and Regulation 

• Commodity Exchange Act, 7 U.S.C. §7a2(c)(5)(C): CFTC authority over event 
contracts 
https://www.law.cornell.edu/uscode/text/7/7a-2 

• CFTC Regulation 40.11 (prohibiting event contracts contrary to the public interest, 
including those tied to war, terrorism, assassination or gambling). 

Policy and Analysis 

• War on the Rocks – “Betting on War: Prediction Markets and the Corruption of 
National Security” (Jan. 20, 2026) 
https://warontherocks.com/2026/01/betting-on-war-prediction-markets-and-the-
corruption-of-national-security/ 

• Atlantic Council – “Weaponizing the odds: Prediction markets as a new vector for 
foreign influence” (Feb. 16, 2026) 
https://www.atlanticcouncil.org/dispatches/weaponizing-the-odds-prediction-
markets-as-a-new-vector-for-foreign-influence/ 

• The Economist – “Prediction markets are rife with insider betting” (Feb. 19, 2026) 
https://www.economist.com/finance-and-economics/2026/02/19/prediction-
markets-are-rife-with-insider-betting 
https://www.ecfr.gov/current/title-17/chapter-I/part-40/section-40.11  
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• Holland & Knight – “Prediction Markets at a Crossroads: The Continued 
Jurisdictional Battle Over Event Contracts” (Feb. 19, 2026) 
https://www.hklaw.com/en/insights/publications/2026/02/prediction-markets-at-a-
crossroads-the-continued-jurisdictional-battle 

• Aurum Law – “Prediction Markets in the United States: Legal, CFTC & State 
Gambling Risk Overview” (Feb. 22, 2026) 
https://aurum.law/newsroom/Prediction-Markets-in-the-United-States-Legal-
CFTC-State-Gambling-Risk-Overview 

• Financial Advisor – “Iran Strikes Expose Dark Edge Case Of Prediction-Market 
Era” (Mar. 2, 2026) 
https://www.fa-mag.com/news/iran-strikes-expose-dark-edge-case-of-prediction-
market-era-86050.html 

News and Reporting 

• CNBC – “Iran war prediction market bets draw heat: ‘Insane this is legal’” (Mar. 2, 
2026) 
https://www.cnbc.com/2026/03/02/prediction-markets-iran-strikes-khamenei.html 

• Wall Street Journal – “Bets on Fate of Iran’s Khamenei Spark Uproar at Leading 
Prediction Markets” (Mar. 1, 2026) 
https://www.wsj.com/world/middle-east/bets-on-fate-of-irans-khamenei-spark-
uproar-at-leading-prediction-markets-045f093d 

• Axios – “War is the new get-rich-quick play on prediction markets” (Feb. 28, 2026) 
https://www.axios.com/2026/02/28/iran-strikes-us-prediction-market-bets 

• Bitcoin.com – “Proposal to Regulate Prediction Markets Gains Steam After Insider 
Trading Allegations Involving Iran” (Mar. 3, 2026) 
https://news.bitcoin.com/proposal-to-regulate-prediction-markets-gains-steam-
after-insider-trading-allegations-involving-iran-war/ 

• Reuters/Yahoo Finance – “Democrats eye prediction market laws after massive Iran 
war bet …” (Mar. 3, 2026) 
https://finance.yahoo.com/news/democrats-eye-prediction-market-laws-
191500829.html 

• New York Times: “How Anonymous Bettors Cashed In on the Iran Strike, Just Hours 
…” (Mar. 3, 2026) 
https://www.nytimes.com/2026/03/03/upshot/prediction-markets-iran-strikes.html 

• Wired – “The War Over Prediction Markets Is Just Getting Started” (Feb. 20, 2026) 
https://www.wired.com/story/the-political-war-over-prediction-markets-is-just-
getting-started/ 
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• Yahoo Finance – “Rep. Torres Moves to Ban OYicials From Prediction Markets After 
Suspicious $400K Maduro Bet” (Jan. 6, 2026) 

• https://finance.yahoo.com/news/rep-torres-moves-ban-oYicials-130710169.html 
• Wired – “A Former Top Trump OYicial Is Going After Prediction Markets” (Mar. 2, 

2026) 
https://www.wired.com/story/former-top-trump-oYicial-launches-coalition-to-
protect-americans-from-prediction-markets/ 

• NPR (Up First) – “Bet on Anything, Everywhere, All at Once” (segment on prediction 
markets) (Mar. 1, 2026) 
https://www.npr.org/2026/03/01/nx-s1-5718399/trumps-big-bet-on-prediction-
markets 

• Casino.org – “Federal Ruling Suggests States Have Prediction Market Powers” (Mar. 
2, 2026) 
https://www.casino.org/news/federal-court-ruling-suggests-states-have-prediction-
market-powers/ 

• The Hill – “New coalition calls for state crackdowns on prediction markets” (Mar. 2, 
2026) 
https://thehill.com/policy/technology/5763650-new-coalition-calls-for-state-
crackdowns-on-prediction-markets/ 

• PBS NewsHour – “Trump administration backs Kalshi and Polymarket as states 
move to ban prediction markets” (Feb. 17, 2026) 
https://www.pbs.org/newshour/politics/trump-administration-backs-kalshi-and-
polymarket-as-states-move-to-ban-prediction-markets	

 

 
 

 


