Andreessen Horowitz challenges state restrictions to protect prediction markets' federal access
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Andreessen Horowitz has entered the widening fight over prediction markets, telling the US Commodity Futures Trading Commission that state-level efforts to curb platforms such as Kalshi and Polymarket are creating barriers to fair access and threatening market liquidity. In an 18-page comment letter, the venture firm argued that federally regulated event contracts should not be fragmented by a patchwork of state restrictions.
The intervention lands as prediction markets sit at the centre of a jurisdictional struggle between Washington and the states. State regulators and attorneys general have argued that contracts linked to outcomes such as elections and sporting events amount to gambling products that should be subject to local law. A16z, by contrast, says the CFTC has the authority to decide how these instruments are treated under federal commodities rules, and that forcing exchanges to exclude users by residence would undermine the agency’s own access standards.
A16z also framed the issue as one of market design rather than pure legal theory. According to the firm, prediction markets are valuable because they aggregate information and sharpen price discovery, helping to reveal the probabilities of uncertain events. It further argued that blockchain-based systems can strengthen oversight because on-chain records are easier for participants and regulators to audit than activity on traditional venues.
The debate comes as the CFTC has stepped up its own legal resistance to state action, including lawsuits against Illinois, Arizona, Connecticut, New York and Wisconsin over attempts to police what the agency views as federally regulated markets. According to recent industry summaries, Kalshi and Polymarket remain the dominant players in the sector, while reports on trading activity vary widely, reflecting both the rapid expansion of the market and the difficulty of pinning down its true scale.
Polymarket is also said to be in discussions with the CFTC about restoring access for US users on its main platform, after a 2022 settlement that left it barred from serving them directly. Any broader return would still require a formal commission vote, and the process may be complicated by the agency’s current vacancy levels. For now, the dispute has become a test case for how far federal pre-emption can go in the crypto and financial innovation space.
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