
Internef/127.2 - 1015 Lausanne - Switzerland - tel. +41 21.692 3408 – cedric.gaspoz@unil.ch - http://www.hec.unil.ch/cgaspoz

University of Lausanne
Business School (HEC)
Cédric Gaspoz

Agenda

Introduction

FORECASTING
• no predictions
• issues
 

PREDICTION MARKET
• concept
• examples
• claims
• inside companies

 
2014candidates.org
• illustration

UNIL >> Talks >> 01.05.2006

Prediction markets as forecasting tools

Université de Lausanne, Ecole des HEC, Cédric Gaspoz



University of Lausanne

© 2006 Cédric Gaspoz 2

No prediction …

• “This 'telephone' has too many shortcomings to be seriously considered 
as a means of communication.  The device is inherently of no value to 
us.”
[West Union internal memo, 1876]

• “I have travelled the length and breadth of this country and walked with 
the best people, and I can assure you that data processing is a fad that 
won't last out the year.”
[The editor of management books at Prentice-Hall, 1957] 

• “There is no reason anyone would want a computer in their home.”
[Ken Olsen, President and founder of Digital Equipment Corp., 1977]

• More recently, nobody anticipates the SMS phenomena …
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Forecasting problems

Game theory

Scenarios Delphi method

Statistical methods

www.cia.gov/nic
Delphi '98:
New Foresight one Science and Technology
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Prediction market

„Prediction markets are speculative markets created for the 
purpose of making predictions. Assets are created whose final 
cash value is tied to a particular event (e.g., will the next US 
president be a Republican) or parameter (e.g., total sales next 
quarter). The current market prices can then be interpreted as 
predictions of the probability of the event or the expected 
value of the parameter“

http://en.wikipedia.org/wiki/Prediction_marke
t

http://fr.newsfutures.com/market/market.html?symbol=DICTAT*Y

Event-driven futures markets, event futures markets, information aggregation markets, 
information futures markets, idea futures markets, claim markets, predictive market-

based technology and decision markets 
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• Trading on securities corresponding to 
movies (MOVIESTOCKs) and 
stars (STARBOND)

– Including those in production and in theaters 
• Using fake money

– “Hollywood Dollars”
• A movie security is liquidated 4 weeks after the release of the movie

– for $1 per $1 million in box office gross 
• Entertainment mechanism

– Public interest
• Sophisticated mechanisms

– Reserve & investment banks, leader boards, trading club, tickers, funds, 
options, warrants,“Hollywood Securities and Exchange Commission”

• Accurate predictor
– Week-end revenue of movies, academy awards (35 on 40 Oscar nominees 

in 2003)

Hollywood Stock Exchange (HSX)

[Passmore, 2004] [Surowiecki, 2004] 
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Hollywood Stock Exchange (II) illustration

http://www.hsx.com/

http://www.hsx.com/
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Claims

Presidential election 2008
Hillary Clinton to be the Democratic Presidential Nominee in 2008
(intrade.com - 2008DEM.NOM.CLINTON)

CERN will find the Higgs particle first
The hypothetical Higgs particle, aka "God particle" is supposed to be the reason 
that other particles have mass. It is a theoretical consequence of our current 
understanding, or "standard model", of particle physics, and if it does not exist, it 
means that we got it seriously wrong.
That's why high energy physicists all over the world are racing each other to find it 
first, or not. Both CERN (the European High Energy Physics Laboratory), and 
Fermilab in the USA are building brand new mega powerful accelerators to look for 
the Higgs.
(us.newsfuture.com – HIGGCERN)  
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Predictive markets inside corporations

http://blog.commerce.net/archives/2005/01/market_experime.html
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