A Classification of Prediction and Forecasting Projects:
Decentralized Trust vs. Centralized Speed.

| will start this article with the “what if” What if you could predict future
elections, crypto prices, even crop yields with code, community, or both?
What if? The tech behind your bet decides if you win big or get burned.
Prediction markets are booming, with 536 projects tracked in PMDB v3 as
of July 2025 (crypto at 337, up 301 since 2020). But platforms vary:
decentralized for trust, centralized for speed. Here, we classify them
(oracles/humans/feeds), infrastructure (on/off/hybrid), and outcomes
(binary/scalar), unpacking tradeoffs.

1. Oracle Based On Chain Markets.

* Resolution: External oracles (e.g. Chainlink, UMA) feed realworld data
onchain for automated settlement.

« Infrastructure: Fully onchain (blockchain like Ethereum, Solana)

» Outcome Types: Mostly binary or scalar, with smart contracts handling
payouts.

+ Examples:

» Polymarket: Uses UMA oracles for events like election resolves via
dispute if challenged.

» Augur: Oracle reporters stake REP tokens on chain voting if
disputes.

* Gnosis (Omen): Conditional tokens on Ethereum, oracle resolved.

Pros:



» Decentralized trust: No single point of failure, resistant to manipulation.
* Transparent and auditable via blockchain.

 Global, permissionless access.

Cons:

 Oracle risks: “Oracle problem” where bad data leads to wrong resolutions
(e.g. hacks or delays)

» High gas fees and slow settlement during congestion.

 Scalability limits for high volume events.

2. Human Reviewed Off-Chain Platforms

* Resolution: Admins, experts, or community votes review evidence
manually.

« Infrastructure: Off-chain (centralized servers, databases).

» Outcome Types: Flexible binary, scalar, or ranked forecasts with scoring
rules (e.g. Brier scores)

* Examples:

* Metaculus: Admins resolve based on data sources community
forecasts aggregated.

* Good Judgment Open: Expert reviewers score predictions post
event.

 Predictlt: Capped real-money bets, resolved by academic admins
reviewing news/official sources.



Pros:

» High accuracy: Human judgment handles nuance (e.g. ambiguous
events)

» Low tech barriers: No blockchain needed, fast setup and resolution.

» Educational focus: Often play-money, emphasizes forecasting skill over
gambling.

Cons:
» Centralization risks: Bias or errors from reviewers less transparent.
» Slower resolutions for complex events.

* Regulatory hurdles for real money (e.g., Predictlt's U.S only caps)

3. Automated Feed Hybrid Systems

» Resolution: APl/data feeds (e.g. from APls like Coingecko, government
stats) automate most, with human/oracle fallback.

* Infrastructure: Hybrid off-chain data ingestion, on chain for
bets/settlement.

» Outcome Types: Scalar heavy (e.g. price predictions), with automated
math for payouts.

 Examples:

» Kalshi: CFTC regulated, uses automated feeds for
commodities/events hybrid with on chain elements in some contracts.

» Manifold Markets: Play-money with creator resolution, but
integrates automated APIs for stats shifting to hybrid crypto.



 Zeitgeist (on Polkadot): Parachain with automated oracles, hybrid
off-chain data pulls.

Pros:

+ Speed and efficiency: Real time resolutions for clear data (e.g., stock
prices).

+ Balances decentralization: On chain security with off chain speed.

» Scalable for frequent events like crypto prices.

Cons:

* Feed vulnerabilities: API downtime or tampering affects trust.

« Complexity in hybrids: Integration bugs between on/off chain layers.

» Dependency on external sources: Less robust for rare/qualitative events.

4. DAO/Community Governed Decentralized Markets.

Resolution: Token holders or DAOs vote/stake on outcomes.

Infrastructure: On-chain, often with governance contracts.

Outcome Types: Binary or multi, with staking mechanics for disputes.

Examples:
* Reality.eth: DAO-style, users bond ETH to challenge answers.

» Kleros: On-chain arbitration court for disputes, used in some
markets.

« Drift Protocol (Solana-based): Perpetual futures with prediction
elements, governed by community votes.

Pros:



« Community alignment: Incentives (stakes) encourage honest resolutions.
« Adaptive: Handles subjective events better than pure oracles.

* Fully decentralized: No central authority.

Cons:

» Sybil attacks: Whales can influence votes.

» Slow and costly: Voting periods delay payouts.

« Low participation: Apathy leads to poor resolutions

So these categories cover 80% of the 536 markets in the v3 database
(crypto dominates at 337, mostly onchain/oracle) Tradeoffs down to trust vs
speed: Onchain adds security but cost off chain is efficient but centralized.
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