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Prediction markets are means for predicting outcomes of uncertain events by
aggregating dispersed knowledge from the crowd. In many real-world applications,
experimental results have shown that prediction markets can give accurate
prediction compared with other methods such as expert judgment or polls. However,
applying the concept of prediction markets can be complicated due to many factors
that are involved.

This research aims to propose a decision framework for constructing
prediction markets. The proposed framework is divided into three layers according to
a market construction process. Layer | involves contract type selection, while Layer Il
focuses on trading mechanism. Layer Ill deals with factors that are related to market
accuracy and liquidity. To develop the proposed decision framework, this study
reviews other research works in order to summarize relationships between related
factors and market construction. Moreover, this research entails experimentation on
43 prediction markets in order to determine an appropriate trading duration in

various market types.
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