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COVERAGE

Science & diagnostics

LENS

Catalyst to commercial impact

STANDARD

Evidence before narrative

EXECUTIVE SUMMARY

Robinhood Markets, Inc. (NASDAQ: HOOD) Reporting period:
Quarter ended June 30, 2026 Primary sources: Robinhood Q2 2026
results and Robinhood Q2 2026 Form 10-Q

THESIS SNAPSHOT

Robinhood

REPORTED SIGNAL

Revenue growth and test
volume are moving in the
same direction.

WHAT TO TEST NEXT

Whether operating leverage
converts the catalyst into
durable cash generation.
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EVIDENCE & ASSESSMENT

Testing the commercial thesis
What the reported evidence supports today - and what remains unproven.

THESIS

Robinhood’s prediction-market business has moved from product experiment to a material revenue
line. In Q2 2026, event contracts generated $156 million of revenue, increased more than tenfold
year over year, and accounted for approximately 12% of total net revenue and 20% of
transaction-based revenue.

The open question is whether that revenue can remain economically durable as the product mix
changes, customer activity normalizes, and regulatory scrutiny develops. Q2 establishes
materiality. It does not yet establish normalized demand, standalone margins, customer retention,
or long-term regulatory stability.

THE NUMERICAL CASE

Robinhood reported record Q2 total net revenue of $1.31 billion, up 32% year over year.
Transaction-based revenue increased 44% to $776 million, driven by:

| Transaction category | Q2 2026 revenue | Year-over-year change | |---|---:|---:| | Options |
$342 million | +29% | | Event contracts | $156 million | More than 10x | | Equities | $129 million
| +95% | | Cryptocurrency | $100 million | -38% |

Event contracts were therefore the second-largest disclosed transaction-revenue category in the
quarter, behind options and ahead of equities and cryptocurrency.

Robinhood also reported 13.6 billion event contracts traded, up more than tenfold year over year.
Dividing $156 million of event-contract revenue by 13.6 billion contracts produces approximately
1.15 cents of revenue per contract.

That figure is author arithmetic, not company guidance. It should not be treated as a disclosed
fee schedule, profit per contract, or forecast. Robinhood defines event contracts traded as the
total number bought or sold through its Prediction Markets Hub, and the company does not disclose
the product’s standalone expenses, customer-acquisition cost, incentive spending, clearing
economics, or contribution margin.

WHY THE ECONOMICS COULD MATTER

Prediction markets create another transaction category within an existing customer platform. If
adoption persists, the product could increase engagement and transaction revenue without requiring
Robinhood to depend solely on equities, options, cryptocurrency, or interest rates.

That diversification is already visible. Cryptocurrency revenue fell 38% year over year to $100
million, while event-contract revenue reached $156 million. The new category more than offset the
disclosed year-over-year decline in cryptocurrency revenue during the quarter.

Robinhood’s broader platform also expanded:

Funded Customers increased 7% to 28.4 million. - Total Platform Assets increased 32% to $369
billion. - Net Deposits were $21.7 billion in Q2 and $75.7 billion over the trailing twelve
months. - ARPU increased 24% to $187. - Gold subscribers increased 39% to 4.8 million. -
Transaction-based revenue represented approximately 59% of total net revenue.

These figures give Robinhood a large installed base through which it can distribute
prediction-market products. They do not show how many customers traded event contracts, how
concentrated activity was among those customers, or whether prediction markets improved retention
in the brokerage, Gold, retirement, banking, or advisory products.

ROTHERA CHANGES THE STRATEGIC POSITION, NOT YET THE CONCLUSION

In June 2026, Robinhood launched Rothera, a CFTC-licensed exchange and clearinghouse operated
through a joint venture with Susquehanna International Group. Robinhood reported more than 3.5
billion contracts traded through Rothera to date when it released Q2 results.

Owning an interest in exchange and clearing infrastructure could allow Robinhood to participate in
more of the value chain than it would as a distribution interface alone. It may also improve
control over product development and market structure.

The evidence is still incomplete:

Robinhood does not wholly own or operationally control Rothera. - The company does not disclose
Robinhood’s revenue share, ownership economics, capital commitments, standalone Rothera expenses,
or contribution margin. - Rothera launched during the final month of the quarter, so the Q2
figures do not represent a full-quarter operating period. - The reported 3.5 billion Rothera
contracts and 13.6 billion total quarterly event contracts cover different scopes and periods.
They should not be used to infer a precise Rothera share of Q2 activity.

Rothera strengthens the potential strategic value of prediction markets, but the available data do
not yet prove superior margins or durable economics.

EARNINGS QUALITY AND OPERATING LEVERAGE

Robinhood reported Q2 GAAP net income of $573 million, up 48%, and diluted EPS of $0.62. However,
net income included $129 million of gains, primarily related to the deconsolidation of Robinhood
Ventures Fund I. Robinhood stated that the gain contributed $0.14 to diluted EPS.

Reported GAAP net margin was approximately 44%, calculated from $573 million of net income divided
by $1.31 billion of total net revenue. This quarter’s margin should not be treated as a fully
recurring run rate because of the disclosed deconsolidation gain.

Total operating expenses increased 33% to $734 million, slightly faster than revenue. Adjusted
Operating Expenses and share-based compensation, a company-defined non-GAAP measure, increased 23%
to $641 million. Adjusted EBITDA increased 35% to $741 million.

Robinhood provides reconciliations for its historical non-GAAP measures, but its 2026
adjusted-expense outlook excludes items that could be material, including credit-loss provisions,
acquisition costs, restructuring and award modifications, potential significant regulatory
matters, and other significant expenses. Prediction-market profitability cannot be isolated from
the reported company-wide figures.

THE REGULATORY VARIABLE

The company’s own disclosure identifies a direct risk: regulatory enforcement, litigation, and
changes in federal or state law could prevent Robinhood from offering some or all event contracts.

This is not a generic disclaimer. It reaches the product at the center of the thesis. Prediction
markets operate within an evolving legal boundary involving federal commodities regulation, state
gaming claims, contract eligibility, market integrity, and customer protection.

Rothera’s CFTC-regulated infrastructure is relevant, but a federal license does not eliminate
litigation, state challenges, compliance costs, product restrictions, or reputational risk. The
durability test therefore depends on both customer demand and continued legal availability.

WHAT WOULD CONFIRM THE THESIS

The case would strengthen if future disclosures show:

1. Event-contract revenue remains material across quieter news and sports calendars, rather than
concentrating around a small number of unusually active events. 2. Revenue per contract remains
stable without increasing incentives or customer-acquisition spending. 3. Rothera produces
favorable unit economics after exchange, clearing, compliance, technology, and liquidity costs. 4.
Prediction-market customers deepen their use of Robinhood’s other products or show higher
retention. 5. Regulatory outcomes preserve a broad contract catalog and do not materially increase
operating costs. 6. Growth continues without event-contract revenue becoming dependent on a small
set of market makers, counterparties, or contract categories.

WHAT WOULD DISCONFIRM IT

The thesis would weaken if:

Event-contract volume and revenue fall sharply outside major political or sports cycles. - Revenue
growth requires materially higher incentives or marketing costs. - Regulatory action removes
important contract categories or creates state-by-state restrictions. - Rothera expenses, capital
needs, or joint-venture economics prevent attractive margins. - Activity is concentrated among a
narrow customer group or a small number of events. - Prediction markets substitute for Robinhood’s
existing transaction revenue rather than adding durable engagement.

ASSESSMENT

Prediction markets are already financially material to Robinhood. A $156 million quarterly revenue
contribution is too large to treat as a promotional side product, and the category’s growth helped
diversify transaction revenue during a quarter when cryptocurrency revenue declined.

The evidence does not yet justify calling the business recurring, high-margin, or structurally
protected. Robinhood has not disclosed standalone prediction-market profit, customer
concentration, retention, incentive spending, event-level revenue mix, or normalized activity. The
legal framework also remains capable of changing the product’s availability.

The present conclusion is therefore specific: Q2 2026 validates prediction markets as a material
Robinhood revenue engine, but not yet as a durable one. The next several quarters should be judged
on revenue persistence, unit economics, Rothera’s contribution, activity concentration, and
regulatory outcomes rather than contract growth alone.

---

This memo is independent research for informational purposes only. It is not personalized
investment advice, an offer, solicitation, recommendation, rating, or price target. Reported facts
are sourced where practicable; calculations, interpretations, estimates, and forward-looking views
are the author’s opinions and may change as new evidence emerges. Investing involves risk,
including possible loss of principal.
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www.sec.gov/Archives/edgar/data/1783879/000178387926000113/q22026robinhoodexhibit991.htm

DISCLOSURE

Reported facts and data are distinguished from analysis, estimates and opinions where practicable. Opinions may change as new
evidence emerges. For informational and educational purposes only; not personalized investment advice, a recommendation, offer or
solicitation. No forecast, outcome or investment result is guaranteed.


