
I am strongly opposed to the CFTC’s rule and want to explain why.

Election markets provide a variety of hedging use cases that are particularly relevant in times of
political uncertainty. These markets enable investors and businesses to manage risks associated
with potential election outcomes that could impact financial markets and economic policies.

1. Portfolio Protection: Investors often use election markets to hedge their portfolios against
unexpected political outcomes. For example, if the market anticipates a certain election
result, but the actual outcome is different, it could lead to significant market volatility. To
mitigate this risk, investors might employ strategies such as buying put options to protect
against potential declines in stock prices.

2. Strategic Asset Allocation: Hedge funds and other institutional investors may adjust their
asset allocations in anticipation of election-related volatility. For instance, they might
reduce exposure to sectors that are sensitive to regulatory changes or increase cash
holdings to capitalize on market opportunities post-election. This approach allows them
to remain agile and responsive to market shifts driven by political developments.

3. Foreign Exchange Risk Management: Fund managers are increasingly focusing on
hedging foreign exchange risks associated with elections. As political events can lead to
currency fluctuations, especially if they result in changes to trade policies or geopolitical
tensions, maintaining longer FX hedges helps protect returns against such volatility.

4. Cost-Effective Hedging Strategies: Investors often seek low-cost hedging strategies to
balance the need for protection with the cost of implementing these measures. For
example, using a combination of options strategies, such as collars or ratio spreads, can
provide downside protection while minimizing the cost of hedging. These strategies are
tailored to manage the risk of abrupt market movements following election results.

Overall, election markets serve as a vital tool for managing financial risk in uncertain political
climates. By providing a platform for hedging, they help stabilize portfolios and ensure that
investors and businesses can navigate the complexities of election-related market dynamics
effectively.


