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		Arbitrage is widely considered as the central tenet of traditional finance that precludes the existence of disparities between prices and fundamentals. However, the real world arbitrage calls for large outlay of capital, entails some risk and is a lot more complex than the textbook definition suggests. The arbitrage appears therefore limited. The presence of risk will drastically reduce the arbitrageurs' ability to drive prices back in line with fundamentals.    

This paper outlines an overview of factors that lead to limits on arbitrage activities. Specifically, we study the properties of potential departures from the law of one price and discuss its impediments using two perspectives: the rational approach and the behavioural finance. 
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