Andreessen Horowitz defies state regulators to support federal oversight of prediction markets
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Andreessen Horowitz has thrown its weight behind the Commodity Futures Trading Commission in the widening dispute over prediction markets, arguing that state regulators are overreaching when they try to shut down federally overseen platforms such as Kalshi and Polymarket. In an 18-page submission to the CFTC, the venture capital firm said state-level enforcement actions, including cease-and-desist orders and proposed bans, risk undermining access to markets that depend on broad participation and deep liquidity. Reuters-style reporting on the filing suggests A16z sees the issue not simply as a legal clash, but as a test of whether national market rules can survive a patchwork of state restrictions.
The firm’s central argument is that the CFTC’s authority should take precedence where event contracts are concerned. According to the letter, forcing exchanges to exclude users on the basis of where they live would clash with the regulator’s duty to provide fair and neutral access. A16z also warned that such rules would shrink liquidity and distort pricing, weakening one of the core functions of prediction markets: allowing traders to aggregate information and assign probabilities to uncertain outcomes.
The debate has sharpened as state attorneys general have treated some event contracts as a form of gambling, particularly when tied to elections or sporting events. A16z pushed back on that framing, saying the CFTC has long handled the question of what qualifies as gaming under federal commodities law. The firm also argued that blockchain-based prediction markets can offer an extra layer of transparency through on-chain records, which it says may aid oversight and make manipulation easier to spot.
The broader market context is helping drive the urgency. Reporting from CoinMarketCap and Cointelegraph says A16z’s filing lands as Polymarket has been discussing a return for US users after a 2022 settlement that imposed a $1.4 million penalty and cut off access to its main platform. Other reports say the CFTC has recently moved against several states, including Illinois and New York, for trying to enforce gambling rules against federally regulated contracts. With several commissioner seats still vacant, any eventual resolution could reshape not only prediction markets, but also the balance of power between federal and state regulators in crypto-linked financial products.
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