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| . What’s a Prediction




inrade” &

The World's Leading Prediction Market

How It Works Markets ¥

Barack Obama to be re-elected President in 2012

Last prediction was: $4.99 / share 49.90/0 n » o1

Today's Change: v -8$0.01 (-0.4%) CHANCE

Price per share [$]

View All Un-Matched Predictions Info Rules

Predict

1. Buy or Sell

1. Choose to buy or sell shares in this market Available to spend:

Money currently invested

Think this event v occur? Think this event won't occur?

Intrade




Question Chances

Will the feasibility analysis show the new system can be built for less than $650/unit? 26%

Which new prototype will get the highest score in quality testing? 22%
Will research project X make it in to a product line by 20127? 89%

Inkling Markets
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My Apps  Find Apps

,J) Predictalot - Beta <4 Share % Settings  Options -

Drodictions r—" Available: 1020.92 | Risked: 0 | NetWorth: 1020.93

Select a prediction

What team will 'win tourt What teamn will advance turther than what other team

What conference v vintoumament What team will advance further than what other two teams
What seed will win tournament What team will advance to what round

What seed range will win tournament What seed range will acvance to what round

What region will win tournamen| What conference will win more than what other conference

What team will winwhat game

How many upsets will haopen when

Final Tour alphabet challenge

Mhat will the sum of seeds be in what stage of {c

Cance

Predictalot
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Events and Definitions




Payouts:




Think about Traders
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The Fallacy of




ZLero-Intelligence
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Gode + Sunder’




It has no intelligence, does not seek

or maximize profits, and does not
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The Simple Static
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Relon Tueak Mode
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The same, attractive







Gates Hillman




Information Addition Ratio (IAR)
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2.Automated
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Higgs Boson Particle to be observed on/before 31 Dec 2012

Last prediction was: $3.00 / share 30.0% ISR+
Today's Change: - CHANCE

Event: Observation of the Higgs Boson Particle

Predict View All Un-Matched Predictions Info Rules

Best (highest) price members are buying at Best (lowest) price members are selling at

Price Quantity Price Quantity
$3.00 / Share 1 share $3.70 / Share 1 share
$2.80 / Share 9 shares $3.80 / Share 1 share
$2.20 / Share 3 shares $3.90 / Share 2 shares
$0.80 / Share 1 share $4.10 / Share 2 shares

$4.35 / Share 2 shares

Intrade Higgs Boson
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2. Market too large
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When does the




No trade
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3. Run lots of markets







Case Study: LMS
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Cost function based
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Payout Vector




To go from X to Yy, pay




= b Iog sum e p(x!./b)
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Red Sox - Yankees




(2,3) = (6,3)
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Bounded Loss







Contrast with
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ginal Prices




Prices change

instantaneously
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Form a probability




No-regret online
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My research




How to add in profit,
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Latest result has




.Bounded loss
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2. Can make a profit
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3. Zero bid/ask spread




4. Unbounded depth




These are hard cond
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3.Applications to




Operationalizing




Finance was here first
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Risk measure view




Given a set of
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...the best is the one
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Automated trader view




Given the ch
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..do it if it increases
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VWVhat does this look







Step back
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Risk measures are




Famous risk measures




Famous risk measures
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Make better
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Make better
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Improve Predictalot
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2. Dig through my
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. Simulate different
market makers vs. the




