OFFICE OF THE DEPUTY SECRETARY OF AGRICULTURE
WASHINGTON, D.C.

June 18, 2026

RESTRICTIONS ON EMPLOYEE TRADES IN PREDICTION MARKETS

Purpose:

As employees working at the United States Department of Agriculture (“USDA” or “the
Department”), we must make certain that we “place loyalty to the Constitution, laws, and ethical
principles above private gain.”! To that end, this Memorandum advises all USDA employees of
the ethical obligations and legal restrictions that apply to those considering trading on Prediction
Markets. We are aware of the public interest in understanding what safeguards exist to prevent
insider trading by government employees in Prediction Markets.? As detailed below, employees
are reminded of their ethical obligations to avoid conflicts of interest, avoid financial trades based
on non-public “inside information,” and of the requirement to diligently safeguard and protect
internal, non-public government information from unauthorized disclosure. It is critical for all
USDA employees to remember that running afoul of these laws can have serious implications,
including criminal penalties. USDA employees are put on notice that any violation of the law will
be vigorously pursued by this Department, the U.S. Department of Justice, and other Federal
enforcement agencies. Moreover, it goes without saying that USDA employees must not only
comply with the law but also implement USDA’s programs and initiatives with the highest
integrity.

Policy:

To maintain public confidence in the integrity and impartiality of USDA’s programs, USDA
employees may not engage in Prediction Market event contracts or trades involving: (1) any
agricultural commodities; (2) any programs implemented by this Department; (3) any

1 Standards of Ethical Conduct for Executive Branch Employees, 5 C.F.R. § 2635.101(a).
2 In April 2026, an Army Special Operations soldier was in the news for making a large trade on a
Prediction Market shortly before the capture and arrest of Venezuelan President Nicolas Maduro. The
soldier’s trade led to a criminal indictment and gave rise to growing public concerns that individuals with
inside information can use that information illegally to make prediction trades for substantial financial gain.
See https://www.justice.gov/opa/pr/us-soldier-charged-using-classified-information-profit-prediction-
market-bets. More recently, on May 27, 2026, the Department of Justice announced a criminal complaint
against a private sector software engineer employed by Google who is alleged to have unlawfully used
confidential company information to make a series of trades that gained him approximately $1.2 million on
an online Prediction Market. See https://www justice.gov/usao-sdny/media/1442621/dl.




programs implemented by other Federal or State agencies in conjunction with USDA; or (4)
any internal, non-public information relevant to an event contract or trade that you have
access to as a USDA employee. This prohibition on trading in Prediction Markets extends to a
USDA employee’s spouse, minor child, or other relative who is a resident of the immediate
household of the employee.?

This policy does not prevent a USDA employee from engaging in Prediction Market event
contracts that have nothing to do with agricultural commodities, the scope of USDA’s work, or
USDA’s work with other agencies. This means that a USDA employee, after work hours and
outside of the workplace, may enter into Prediction Market event contracts that are focused on
non-USDA matters, such as predicting the winners of sporting events, the recipients of
entertainment industry awards, or the amount of movie box office receipts on a certain date.

What are Prediction Markets and Event Contracts?

Prediction Markets, such as Kalshi and Polymarket, are online platforms where individuals buy or
sell “event contracts” predicting the outcomes of real-world events. Accurate predictions lead to a
cash payout. Traders enter into event contracts by selecting either “Yes” or “No” that something
will or will not occur by a certain date. After the event date, traders who predicted the outcome of
the event correctly get $1 for each contract they bought. Those who bought an event contract on
the incorrect side lose their money. For example, if you bought a “yes” contract for 40 cents that
it will rain more than 5 inches on a certain date and it does, you get $1 back — a 60-cent profit. If
rainfall is less than that, you lose the 40 cents you paid.

Statutory Prohibitions Against Insider Trading

The U.S. Commodity Futures Trading Commission (CFTC) is an independent Federal agency
responsible for regulating the derivatives market, including futures, options, and swaps. Under the
Commodity Exchange Act (CEA), the CFTC is the Federal government’s regulator of prediction
markets. The CEA, as amended, makes it unlawful for any employee of any department or
agency of the Federal Government to use material, nonpublic information for personal gain
when purchasing event contracts or other financial derivates regulated by the Act. See CEA, 7
U.S.C. § 6¢(a)(4).4

Specifically, the CEA prohibits government employees from using their positions to acquire
material, nonpublic information and either trade on that information or share it with someone else

3 Restrictions imposed by the U.S. Commodity Futures Trading Commission (CFTC) provide further
support for USDA’s policy prohibiting employees from entering into certain event contracts on Prediction
Markets. The CFTC prohibits its employees from trading any event contract that falls within the definition
of a “swap” found at 7 U.S.C. § 1a(47). This includes event contracts offered by Prediction Market
exchanges. See 17 C.F.R. § 140.735-2. The prohibition extends to a CFTC employee’s spouse, minor
child, or other relatives who reside within the employee’s household.

4 In addition to the CEA, the Standards of Ethical Conduct define nonpublic information as
information that an employee gains access to because of Federal employment and that the employee knows
or reasonably should know has not been made available to the general public. 5 C.F.R. § 2635.703(b).



for personal gain. Thus, the law forbids both trading on non-public information (“knowing use™)
and sharing nonpublic information with others (“tipping”) regarding any event contract. For
example, if a USDA employee, in the course of their official duties, has received nonpublic
information that a crop will be affected by a forthcoming agency action and then trades on that
inside information on a Prediction Market, that employee will have violated the statutory
prohibition against insider trading.> Furthermore, the CEA makes it unlawful for any employee to
misappropriate or steal nonpublic government information and pass it along for others to use for
financial gain.¢

Federal regulations similarly prohibit employees from misusing non-public government
information. 5 C.F.R. § 2635.703. These Ethics rules prohibit employees from engaging in any
financial activity based on nonpublic information regarding future agency actions, deliberations,
or data.” A separate Ethics regulation prohibits employees from misusing their official government
position to influence an outcome to benefit themselves, their friends, or their relatives. 5 C.F.R.
§2635.702. These Ethics rules underscore the importance of protecting and safeguarding internal,
nonpublic information that Federal employees learn about as part of their work and permit agencies
to impose appropriate disciplinary or corrective action for such misconduct. 5 C.F.R. § 2635.106.

Ethics Conflict of Interest Statute and Impartiality Requirements

The main ethics conflict of interest statute is 18 U.S.C. § 208. This criminal statute prohibits
Federal employees from participating in official work matters in which they have a direct financial
interest. Financial interests include stocks that you, your spouse, or your minor children own.
However, they also include future events contracts in an online prediction market. Once you buy
an event contract, the conflict of interest statute immediately prohibits you from working on, or
continuing to work on, any USDA matter that would directly affect the outcome of the event
contract. Violations of this criminal statute may be prosecuted by the Department of Justice as
felonies. Penalties include up to five (5) years in prison. 18 U.S.C. § 216.

The Ethics regulations also impose a duty on all Federal employees to act with impartiality. 5
C.F.R. § 2635.502. If a USDA employee traded in a Prediction Market on a topic involving
agricultural commodities or the work of USDA — even if that employee did not possess inside
information — it would reasonably lead a member of the public to view that employee’s
impartiality with skepticism. Because public service is a public trust,? the ethics impartiality rule

s Employees who violate the statutory prohibition against insider trading may also be subject to
criminal prosecution by the Department of Justice for violation of other criminal statutes such as 18 U.S.C.
§ 1343 (wire fraud), 18 U.S.C. § 641 (embezzlement of government property), and 18 U.S.C. § 1348
(commodities fraud).

6 See CEA, 7 U.S.C. § 6c(a)(4)(C).

7 The Standards of Ethical Conduct specifically prohibit Federal employees from engaging in
financial transactions using nonpublic government information or allowing the improper use of such
information to further any private interest. 5 C.F.R. § 2635.101(b)(3); 5 C.F.R. § 2635.703(a).



requires all employees to maintain public confidence in the integrity of USDA’s programs. To
uphold this rule, USDA must prohibit its employees from trading in Prediction Market event
contracts that concern agricultural commodities and the work of USDA.

Employees who have questions about the Federal ethics rules should contact the USDA Office of
Ethics.?

Effective Date: This memorandum is effective immediately.

’/M /M/u/,a

Stephen Alexander Vaden
Deputy Secretary
U.S. Department of Agriculture
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Federal Ethics regulations mandate that every employee must “endeavor to act at all times in the

public’s interest, avoid losing impartiality or appearing to lose impartiality in carrying out official duties,
[and] refrain from misusing their offices for private gain . . ..” See 5 C.F.R. § 2638.102.
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https://www.usda.gov/about-usda/general-information/staff-offices/office-ethics/ethics-advisors.
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