Short answer: usually not directly. Lawsuits over prediction markets such as Kalshi—and state challenges involving
event-contract products offered through platforms including Robinhood and Crypto.com—center on whether
certain contracts fall under federal derivatives law or state gambling law. Offshore sportsbooks raise a different set
of questions: whether they are taking wagers from residents in a jurisdiction where they lack authorization, and

what that jurisdiction can do about it.. Pretty simple.

The issues can overlap in headlines, payment channels, and enforcement priorities. But a fight over whether a
federally regulated exchange may list a sports event contract does not, by itself, legalize an offshore sportsbook or
shield one from state enforcement. The legal hook, the businesses involved, and the tools regulators can use are
different.

The Three Categories People Often Conflate

Business or product Typical legal question Why it matters State-licensed sportsbook Is the operator licensed under
the state’s sports-betting framework? It accepts sports wagers under state rules, which may cover licensing, taxes,
age checks, and consumer protections. Offshore sportsbook Is it offering or taking wagers from residents without
required state authorization? Its location abroad does not necessarily prevent a state from investigating activity
directed at its residents. Prediction-market platform Is a listed event contract a federally regulated derivative or an
unlawful wager under state law? The dispute often turns on the federal Commodity Exchange Act, CFTC oversight,

and the details of the product and venue.

These categories are not interchangeable. A sports contract may resemble a wager in ordinary language, but its
legal treatment can depend on how it is structured, where it is traded, and which regulator has authority. Calling
every sports contract "a bet” skips the central legal question. Calling every product a “derivative” can skip the

state’s argument, too.

What the CFTC Prediction-Market Disputes Are About

The Commodity Futures Trading Commission (CFTC) regulates futures and certain other derivatives markets under
federal law. A prediction-market operator may argue that its event contracts belong in that federal framework,
particularly when they are listed on a venue registered with the CFTC. States may respond that contracts tied to

sports outcomes function as gambling products and fall under state gambling laws.

That disagreement has produced lawsuits, regulatory challenges, and requests for courts to decide how federal
and state authority fit together. Kalshi has been a prominent participant in litigation over event contracts.
Robinhood has entered the conversation through products and partnerships involving event contracts, while
Crypto.com has also faced scrutiny around sports-related contracts. Their circumstances are not automatically
identical: the product design, venue, registrations, and specific state actions can differ.

The broad jurisdiction question is not simply “federal or state?” It can involve several narrower questions:

® Does the product qualify as a derivative or “event contract” under federal law?

® Does the CFTC have authority over the contract or the venue listing it?

* Does a state’s gambling statute reach the product, the operator, or activity involving residents?
* Does federal law pre-empt the state rule in the circumstances before the court?

* What remedy is available while those questions are being litigated?



Those questions are fact-specific. A court ruling about one exchange, contract type, or state statute does not

automatically settle every dispute involving every sports-related product.

Why Offshore Sportsbooks Are a Separate Issue

Offshore sportsbooks are a separate issue because the core claim against an unlicensed operator is generally
not that it has listed a derivative on a federally supervised exchange. It is that the operator is draftkings

predictions crypto.com offering gambling services to people in a state without the license that state requires.

An offshore company may say it is based outside the United States, uses a foreign website, or accepts
cryptocurrency. Those facts may complicate investigation and enforcement, but they do not establish that the
operator is exempt from every U.S. state law. Regulators may look at whether the service is marketed to residents,
takes their wagers, uses local agents or vendors, or otherwise conducts business connected to the state. The

analysis depends on the relevant law and evidence; an overseas address alone does not answer it.

Nor does a prediction-market lawsuit create a general permission slip for sports wagering. If a court finds that a
particular event-contract product is subject to federal derivatives law, that conclusion would not automatically
confer a CFTC registration on an offshore sportsbook, convert its wagering business into an exchange, or displace

state licensing requirements for unrelated services.

State Enforcement: What Regulators Can Do

State regulators and attorneys general have a range of tools, though their authority and procedures vary. The
phrase state offshore enforcement can refer to investigations and actions aimed at gambling activity offered to

residents, not necessarily to a regulator physically shutting down a company abroad.

® Cease-and-desist demands: A state may order a company to stop conduct it believes violates state law. The

recipient can dispute the state’s authority or challenge the order in court.

* Subpoenas and information requests: Investigators may seek records from an operator, a business partner,

or another entity with relevant information. A request is not the same thing as a finding of wrongdoing.

* Enforcement proceedings: A state may bring an administrative case or file suit, seeking penalties or an

injunction. The claims must still be tested under the applicable law.
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® Access and distribution pressure: Authorities may ask intermediaries to address a product’s availability. In
Connecticut, for example, app stores have been referenced in information requests concerning event-contract

activity. That is an investigative step, not proof that an app store has violated the law.

These tools can be harder to use against a company with no U.S. office or assets. But a state may still pursue
locally reachable affiliates, vendors, payment relationships, or other conduct within its jurisdiction. What it can

practically accomplish is a separate question from whether it has a legal basis to act.

How the Prediction-Market Lawsuits Can Matter to Offshore Operators

The effects on offshore sportsbooks are more likely to be indirect than immediate. A court ruling on federal pre-
emption could influence how states frame future cases, and regulatory attention to event contracts may prompt
closer examination of products that look similar to sportsbook wagers. Payments companies, app distributors, and

technology providers may also reassess their exposure.

But the legal bridge should not be assumed. An offshore book that accepts ordinary wagers is not necessarily
operating a federally regulated derivatives exchange. A platform routing event contracts through exchange
infrastructure is not necessarily doing the same thing as a sportsbook taking bets through its own account

system. The business model and legal status must be examined separately.

Robinhood’s exchange infrastructure routing event contracts is relevant to understanding how an event-contract
product may reach users and where the trading venue fits into the arrangement. It is not, by itself, a conclusion
that the contracts are lawful in every state. Likewise, a reference to app stores in Connecticut information requests
shows that investigators may examine distribution channels; it does not establish that the stores are parties to the

underlying dispute or that an offshore sportsbook is covered by the same request.

Preliminary Injunctions and the Unfinished Court Picture

Many of these disputes proceed through requests for preliminary injunctions. A preliminary injunction is
temporary relief, generally sought before a final judgment. A court considering one may weigh factors such as the
likelihood of success on the merits, the risk of irreparable harm, and the balance of equities and public interest. The

precise test depends on the court and the claim.



That procedural posture matters. If a court temporarily blocks a state from enforcing a particular order against a
particular company, it has not necessarily decided that all event contracts are lawful nationwide. If a court allows a
state action to proceed, that is not necessarily a final finding that the product violates state law. The scope of the

order, the parties, and the stage of the case all matter.

Commentators sometimes describe diverging decisions as a “circuit split.” Use that label carefully. A genuine
federal appellate split generally means different federal courts of appeals have adopted conflicting interpretations
of the same legal issue. Different outcomes in trial courts, rulings on different procedural motions, or decisions
based on different state statutes do not automatically amount to a circuit split. The litigation may create

uncertainty and increase the likelihood of appellate review without yet establishing a clean, nationwide conflict.

For offshore operators, that uncertainty is not the same as immunity. Even if appellate courts disagree about the
reach of federal derivatives law over a prediction-market contract, a state may continue to argue that an offshore
sportsbook is offering unlicensed gambling under a separate statute. Whether that claim succeeds depends on the

facts, the state’s law, and the court hearing it.

Fact Versus Inference

* Fact: CFTC prediction-market disputes involve questions about federal derivatives oversight and state

gambling authority.

® Fact: States can use investigations, information requests, cease-and-desist demands, and litigation where their

laws authorize those steps.

* Fact: Preliminary injunctions are temporary remedies and do not necessarily resolve the merits for every

company or product.

¢ Inference—not a legal rule: Attention to prediction markets may lead regulators or service providers to

scrutinize adjacent sports products more closely.

* Not established by a prediction-market ruling alone: That an offshore sportsbook is licensed, federally

supervised, or protected from state gambling enforcement.

Bottom Line

Are offshore sportsbooks affected by the CFTC prediction-market lawsuits? Not automatically, and usually not
in the same direct way as the platforms and contracts being litigated. The lawsuits may shape the
regulatory climate, influence how states and companies assess sports-related products, and affect intermediaries
that serve multiple kinds of businesses. But the offshore sportsbook question remains distinct: whether the
operator is offering gambling to residents without required authorization, and whether the state can enforce its

law against the relevant people or entities.

For readers following the cases, keep three things separate: contracts traded on an event-contract venue,
dollars wagered through a sportsbook, and the legal authority asserted by each regulator. A headline describing
a “sports betting” crackdown may involve a derivatives dispute, a state gambling case, an information request, or
several of those at once. The paperwork—not the headline—shows which one it is.



