Kalshi’s prediction market growth sparks concerns over regulation and abuse
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Kalshi has become one of the best-known names in prediction markets, but its rise now carries a more complicated reputation. Founded by Tarek Mansour and Luana Lopes Lara, the platform has sold itself as a way to turn real-world events into tradable contracts, from elections to economic releases. That pitch has won it serious backing and helped make it a flagship for a fast-growing sector, but it has also prompted comparisons with past hype-driven startups that promised to reshape markets before scrutiny caught up.
Part of Kalshi’s appeal is that it sits in a rare regulatory position. The company has long emphasised that it operates under federal oversight in the United States, which has allowed it to frame itself as a more legitimate alternative to loosely regulated betting venues. Yet that official status has not insulated it from suspicion. Critics argue that the market’s structure can still be gamed, particularly when traders have access to information the public does not, or when political and sporting events are packaged as financial products with thin safeguards.
Those concerns have sharpened as prediction markets have moved further into the mainstream. According to AP, gambling addiction specialists now warn that platforms such as Kalshi and Polymarket may function as a loophole around sportsbook restrictions, with some users slipping back into compulsive betting habits through event trading. AP has also reported cases in which participants allegedly used insider information to gain an edge, adding to the sense that the sector’s growth has outpaced its controls.
The regulatory backlash is becoming more concrete. TechCrunch reported in March that Arizona’s attorney general brought criminal charges against Kalshi, accusing it of running an illegal gambling business in the state and of election wagering without the necessary licence. In Washington, The Washington Post later reported that Kalshi suspended and fined three congressional candidates after they were accused of betting on the outcomes of their own races, a rare and politically embarrassing enforcement action that underscored the risks of letting candidates trade on their own contests.
The broader problem is less about one company than about what prediction markets are becoming. Supporters say these platforms can produce sharper signals than opinion polls or punditry because traders have money at risk. But as AP has noted, and as recent cases involving insider betting have shown, that same mechanism can also invite abuse, addiction and conflicts of interest. Kalshi has not been found guilty of fraud, but the combination of rapid growth, regulatory uncertainty and repeated controversies has made it a symbol of both the promise and the danger of the sector it helped popularise.
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