Tradesports.com has introduced a number of political contracts for the 2008 U.S. election already (!).  Below is the current information for a bet that Barack Obama will win the 2008 U.S. Presidential election.

[image: image1.png]806 http://learn.tradesports.com - 2008.PRES.OBAMA 7:08 AM =)

roti
150 tcins
200015 et Ecion- Woving v

Barack Obama o win 2008 US Presidential fection ]

245
187
148 L
95

50

01

23010 R B oshiz

currency s
Session lo/hi 10-130
Life lo/hi 80-150
Previous Close 150
Open Price s
Last Price 150 ,
Last trade Time -
el |
Total Volume 27
Bid Offer |
ay Price Price ay |
5 125 130 % |
£ 120 140 1
» w ||
200 50






Part A:
  How do these prediction markets rely on the three general purpose 
technologies that underlie the growth of the Internet?


Part B:  The currently observed prices for Presidential candidates, as of December 12 
and based on the last trade made, are



Senator Hillary Clinton (D)

$0.29



Senator John McCain 
(R)

$0.28



Senator Barack Obama (D)

$0.15



Former Mayor Rudy Guiliani (R)
$0.11 



Former Gov. Mitt Romney (R)

$0.10



Former VP Al Gore (D)


$0.05 



Former Senator John Edwards (D)
$0.04 


Each of these contracts represents a bet that pays $1 if the named individual wins the 
Presidency in 2008, $0 otherwise.   According to these predication market prices, how 
likely is it that someone NOT on this list will be the next President of the United States?  


Part C:  The League of Women Voters sponsors debates in both the Democratic and 
Republican early primaries.   They want to only invite "serious" candidates, but they 
often don't really know how to define that.  They propose limiting the field to candidates 
receiving at least a minimum price on Tradesports.   Why might a proposal such as this 
make the Presidential candidate prediction market less accurate?  Are there scenarios 
where this proposal might increase the accuracy of the prediction market?
