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Est-ce que vous avez compris le fonctionnement des 
zapettes?

1. Oui
2. Non
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Quelle est votre orientation principale?
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1. MscACF/MscCCF
2. MscAS
3. MscBIS
4. MscE
5. MscF
6. MscM
7. Autre UNIL
8. EPFL
9. Autre…
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Predictions …

• “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 think there is a world market for maybe five computers."
[Thomas Watson, chairman of IBM, 1943]

• "640K ought to be enough for anybody."
[Bill Gates, 1981]

• “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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About predictions ...

• "Forecasting is the art of saying what will happen, and then explaining 
why it didn't! "
[Anonymous]

• "Prediction is very difficult, especially if it's about the future."
[Nils Bohr, Nobel laureate in Physics]

• "An economist is an expert who will know tomorrow why the things he 
predicted yesterday didn't happen today. "
[Evan Esar]

• "Wall Street indices predicted nine out of the last five recessions ! "
[Paul A. Samuelson in Newsweek, Science and Stocks, 19 Sep. 1966]

• "I never think of the future, it comes soon enough. "
[Albert Einstein]
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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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Etes-vous pour ou contre l’instauration d’une caisse maladie 
unique pour l’assurance de base?

 Pour

 C
ontre
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1. Pour
2. Contre

0
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Pensez-vous que l’initiative sur la caisse unique sera acceptée 
en votation populaire le 11.03.2007

 O
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0%0%
0
of
5

1. OUI
2. NON
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What is a prediction market?

• Prediction markets are speculative markets inspired by 
the future exchanges created for the purpose of making 
predictions.

• Assets are created whose final cash value is tied to a 
particular event or parameter.

• The current market prices (fixed by the bidding and 
asking prices) can then be interpreted as predictions of 
the probability of the event or the expected value of the 
parameter.
Vista will be launched 
before the 22.12.06,
whatever is the version, or 
the distribution method, or 
the country, or the format, 
or the available quantities, 
etc....
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Some principles

• The prediction market, like any speculative market, aggregates the 
individual expertise and opinions of well-informed and well-motivated
traders into a single easily understood number: a stock’s trading price.

• This number can be taken as indicating the collectively agreed-upon 
likelihood of a particular outcome in the real-world. Even non-participants 
may thus benefit from such market signals.

• Since it involves “putting money where your mouth is” (even if it is play 
money), this game rewards the better informed traders while 
penalizing the worst. Thus, the influence of the best grows while the 
influence of the worst tends to vanish. The result is a sort of permanent 
poll of experts who predict what will happen next in the world.
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Hype Cycle for Emerging Technologies, 2006
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Quel sera le pourcentage de votants acceptant l’initiative pour la 
caisse unique le 11.03.2007?
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1. 10-19%
2. 20-29%
3. 30-39%
4. 40-49%
5. 50-59%
6. 60-69%
7. 70-79%
8. 80-89%
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Futures

• A futures contract is a standardized contract, traded on a futures 
exchange, to buy or sell a certain underlying instrument at a certain 
date in the future, at a specified price.

• The daily transaction volume exceed $ 4,7 billion (mostly on exchange 
rates)

CME Frozen Pork Bellies Futures Contract (PBK7)
40,000 pounds of frozen pork bellies, cut and trimmed.
Frozen Pork Belly Futures: 1 point = $.0001 per pound = $4.00
First Trade Date: 26.05.2006
Last Trade Date: 25.05.2007
First Delivery Date: 08.05.2007
Last Delivery Date: 31.05.2007

(cme.com - GPB)
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CME Frozen Pork Belly Futures
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Quelle est la différence entre un contrat à terme 
(future) et une option?
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1. La durée n’est pas la même
2. L’option n’est pas contraignante
3. Le future porte sur des matières 

premières alors que les options 
portent sur des produits 
financiers

4. Il n’y a pas de différence
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Advertisement ;-)

VIDEO



University of Lausanne

© 2006 Cédric Gaspoz 17

Ségolène Royal sera le prochain président de la 
république
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1. Sûr que oui
2. Sûr que non
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Taxi 4 fera plus de 2 millions d'entrées lors de la 
première semaine de projection
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Cancer cured by 2010
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How does it work?

« Islamic terrorists will hit the U.S. homeland again while 
Bush is president »

Sell Buy
Qty Price Price Qty

30 56 56 20
80 57 53 45
10 59 50 12

250 62 42 100

Never! 55% 
is too high

I'm 
confident at 

60%

It will 
be true

Sell (Qty) Buy (Qty) Last Change
$56 (10) $53 (45) $56 +2%    

SELL

BUY 
$$$
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Quel est le nombre de pages du Harrap’s Shorter que 
vous avez eu entre les mains?

1. Moins de 800 pages
2. Entre 801 et 945 pages
3. Entre 946 et 1052 pages
4. Entre 1053 et 1099 pages
5. Entre 1099 et 1212 pages
6. Plus de 1212 pages
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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/
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Who’s in the Prediction Business?
Prediction markets are gaining traction elsewhere in 
the Fortune 500, trying prediction markets to divine 
everything from the future price of LCD TVs to the 
number of consumers, who will buy forthcoming 
products.



University of Lausanne

© 2006 Cédric Gaspoz 25

Illustration

• Play session on marmix.unil.ch
• Nice prize to win
• Start 11:00am CEI room 6


