
Reuters Legal News

Thomson Reuters is a commercial publisher of content that is general and educational in nature, may not reflect all recent 
legal developments and may not apply to the specific facts and circumstances of individual transactions and cases. Users 
should consult with qualified legal counsel before acting on any information published by Thomson Reuters online or in 
print. Thomson Reuters, its affiliates and their editorial staff are not a law firm, do not represent or advise clients in any matter 
and are not bound by the professional responsibilities and duties of a legal practitioner. Nothing in this publication should 
be construed as legal advice or creating an attorney-client relationship. The views expressed in this publication by any 
contributor are not necessarily those of the publisher.

Sports prediction markets emerge as a new legal 
battleground
By Karen M. Lent, Esq., Anthony J. Dreyer, Esq., and Robert A. Fumerton, Esq.,  
Skadden, Arps, Slate, Meagher & Flom LLP

NOVEMBER 6, 2025

Last fall, political prediction markets garnered significant 
attention as market participants could buy and sell contracts 
on outcomes of the presidential race and other congressional 
races. But a new vehicle for prediction markets has begun to 
emerge: sports event contracts.

Event contracts are regulated by the federal Commodity 
Futures Trading Commission (CFTC) and are generally defined 
as derivative contracts where the payoff is based on a specific 
event, occurrence or value, like an economic indicator, a level of 
rainfall over a period or value of damages to crops. The most 
basic structure of event contracts is the presentation of a binary 
question where a buyer of a contract may predict that the answer 
will be “yes” or “no” and a seller will take the opposite position.

At the time the contract is set to expire (i.e., when the “event” is 
determined to occur), the contract’s value will go to whichever 
party predicted the correct answer. These contracts are 
generally traded between buyers and sellers on an exchange 
where prices will fluctuate according to market forces until the 
event occurs.

This model translates easily into sports game prediction, 
where buyers and sellers can exchange event contracts 
related to the outcome of sports games. For example, a buyer 
of a sports event contract may decide to purchase one of 
these derivatives that provides that a certain team will win the 
Superbowl; if the buyer’s chosen team wins, they are paid out 
on the event contract, but if the buyer’s chosen team does not 
win, the buyer must pay the seller of the contract.

In the past year or so, multiple companies have begun entering 
the sports event contract space in different ways. Kalshi is a 
CFTC-designated contract market that has offered futures 
like odds on championships or outright winners since January 
2025, but more recently has allowed trading on more specific 
events related to football, such as the number of touchdowns 
a certain player may score during a certain game, point 
spreads and the overall total score of a game.

A new filing with the CFTC (https://bit.ly/47rr9nd) has also 
indicated that Kalshi may soon begin allowing contracts 

to trade that allow predictions on multiple outcomes, 
assuming there is sufficient liquidity in the underlying 
components’ markets. Robinhood has recently announced 
(https://bit.ly/4ns1PDK) a new partnership with Kalshi to allow 
users of the Robinhood platform to trade on the outcomes of 
professional and college football games.
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Polymarket’s CEO Shayne Coplan said on X (https://bit.
ly/47XD2mh) that the platform has the “green light” to begin 
offering event contracts in the U.S. again following a no-action 
letter from the CFTC. And Crypto.com newly announced 
(https://cnb.cx/4o5LUfk) a partnership with Underdog, a fantasy 
sports and gaming company, where they will begin offering 
sports event contracts in 16 states, as reported by CNBC 
(Sept. 2, 2025).

With this rapid expansion, companies offering sports event 
contracts are already facing significant legal challenges from 
gaming regulatory authorities, and may continue to face similar 
opposition. After facing adverse regulatory action, Kalshi sued 
state gaming authorities in several states to block the regulators’ 
enjoinment of its sports event contracts offerings. See KalshiEX, 
LLC v. Hendrick, Case No. 2:25-CV-00575-APG-BNW (D. Nev.); 
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KalshiEX LLC v. Flaherty, Case No. 25-CV-02152-ESK-MJS 
(D.N.J.); KalshiEX LLC v. Martin, Case No. 25-cv-1283-ABA (D. Md.); 
KalshiEXLLC v. Schuler, Case No. 2:25-cv-1165-SDM-CMV (S.D. 
Ohio); KalshiexLLC v. Williams, Case No. 25-cv-9946 (S.D.N.Y.).

The primary argument made by Kalshi in its suits is that the 
federal Commodity Exchange Act (CEA) preempts any state-
law challenges to event contracts traded on exchanges 
regulated by the federal CFTC. The CEA grants the CFTC 
exclusive jurisdiction over these event contracts,  
see7 U.S.C. § 2, and the CEA is so expansive and 
comprehensive that it “reflects congressional intent to occupy 
the field of regulating CFTC-designated exchanges and the 
transactions conducted on those exchanges.” KalshiEX, LLC v. 
Hendrick, 2025 WL 1073495, at *6 (D. Nev. Apr. 9, 2025).

Thus far, Kalshi has had success in New Jersey and Nevada 
where federal district courts granted its requests for 
preliminary injunctions against state gaming authorities’ actions 
involving the company’s event contracts. Seeid. at *8; KalshiEX 
LLC v. Flaherty, 2025 WL 1218313, at *1 (D.N.J. Apr. 28, 2025). The 
New Jersey state gaming authority has since appealed the 
decision to the 3rd U.S. Circuit Court of Appeals. See KalshiEX 
LLC v. Flaherty, Case No. 25-1922 (3d Cir.).

The Court heard oral argument on the appeal on Sept. 10, 
2025, but a decision has not yet been issued. Robinhood 
has also filed suit against gaming authorities in Nevada and 
New Jersey to enjoin them from enforcing state gaming laws 
against Robinhood involving the same sports event contracts 
using the same preemption arguments. See Robinhood 
Derivatives, LLC v. Dreitzer, Case No. 25-cv-1541 (D. Nev.); 
Robinhood Derivatives, LLC v. Flaherty, Case No. 25-cv-14723 
(D.N.J.).

Breaking with the New Jersey and Nevada courts’ rulings, 
the District of Maryland denied Kalshi’s same request for a 
preliminary injunction because it said that Kalshi failed to 
show a likelihood of success on the merits. KalshiEX LLC v. 
Martin, 2025 WL 2194908, at *1 (D. Md. Aug. 1, 2025). The court 
opined that Congress had not intended to occupy the entire 
field of relevant law, id. at *11, and Kalshi could not show 
that compliance with both Maryland law and the CEA was 
impossible. Id. at *13. Kalshi has appealed to the 4th U.S. Circuit 
Court of Appeals. KalshiEX LLC v. Martin, Case No. 25-1892  
(4th Cir.).

The state of Massachusetts has itself sued Kalshi alleging 
that the company has promoted and accepted online 
sports wagers in the form of sports event contracts without 
complying with state gaming laws. Massachusetts v. KalshiEX 
LLC, Case No. 25-cv-12595 (D. Mass.). The state requests a 
declaration that Kalshi is violating the state gambling laws, 
monetary relief and an injunction from Kalshi engaging in 
sports wagering without a license.

No decision has yet been issued, and Kalshi has not yet 
responded to the state’s claims. Citing the Massachusetts 
AG’s case against Kalshi, Robinhood preemptively filed an 

injunction in federal court to prevent that state from enforcing 
its gambling laws against Robinhood’s sports event  
contracts. See Robinhood Derivatives, LLC v. Campbell,  
Case No. 25-cv-12578 (D. Mass.).

Companies offering sports event contracts may find additional 
challenges from state authorities in the future. In the Kalshi 
appeal to the 3rd Circuit, 34 states, the District of Columbia, 
and the Northern Mariana Islands filed an amicus brief in 
support of the New Jersey gaming authorities. Brief of Amici 
Curiae, KalshiEX LLC v. Flaherty, Case No. 25-1922  
(3d Cir. June 17, 2025).
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Ohio authorities have alerted licensees (https://bit.ly/3WCjrSr) 
that they consider sports event contracts to be sports gaming 
which must be licensed in Ohio. Arizona has warned (https://
bit.ly/3JqCtYS) licensees in a similar manner, as reported 
in InGame. (”Arizona Warns Regulated Operators, Via Letter, 
Against Offering Prediction Markets,” Sept. 17, 2025.)

Ultimately, the argument that federal law preempts state law 
attempting to regulate the sports event contracts is likely to 
prevail based on the Supremacy Clause, but in spite of this, 
other states may ramp up enforcement against sports event 
contracts, particularly in light of Kalshi’s preliminary loss in 
Maryland.

Another source of ongoing litigation related to sports event 
contracts is from Native American Tribes. In July, three Tribes 
filed a suit against Kalshi and Robinhood in the Northern 
District of California primarily for an injunction enjoining 
Kalshi from offering event contracts on tribal lands and from 
advertising their sports event contracts as legal nationwide, 
alleging violations of the Indian Gaming Regulatory Act, RICO 
and federal false advertising law. See Blue Lake Rancheria v. 
Kalshi Inc., Case No. 3:25-cv-06162 (N.D. Cal.). In response, 
Kalshi and Robinhood have offered several defenses, including 
that the conduct is not alleged to occur on Tribal lands since 
their derivatives exchange is based in New York City.

The Tribes also requested a declaration that Kalshi’s sports 
event contracts are outside the scope of what is permissible 
under the CEA. In August, another Tribe brought suit in the 
Western District of Wisconsin against Kalshi and Robinhood 
for the same relief under the same grounds. SeeHo-Chunk 
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Nation v. Kalshi Inc., Case No. 25-cv-698-amb (W.D. Wis.). 
No court has yet ruled on a Tribal challenge to sports event 
contracts, but if the Tribes are successful, the relief would likely 
be limited to the specific Tribal lands themselves.

While we are only in the early beginnings of what is sure to be 
a lengthy legal battle — a landscape that is shifting almost 
daily — sports prediction markets are out to an early lead.
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