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Abstract

In a general discrete time market model with portfolio constraints, an ε-arbitrage
opportunity is an opportunity to make a riskless pro�t of amount at least ε while
trading a limited amount of assets. In a one-period framework with contingent initial
data and in a multi-period framework we prove no-ε-arbitrage criteria similar to the
classical fundamental theorem of asset pricing. Classical result is that no-arbitrage is
equivalent to the existance of an equivalent martingale measure, i.e. discounted price
process is a martingale w.r.t. this measure. We prove that there is no ε-arbitrage i�
there exists such an equivalent measure with a bounded density that the discounted
price process is in certain sense close to a martingale w.r.t. this measure.

References

[1] Dalang R.C., Morton A., Willinger W. (1990). Equivalent martingale measures

and no-arbitrage in stochastic securities market models. Stochastics and Stochas-
tics Reports, 29, 185-201.

[2] Mishura Yu.S. (2003). The fundamental theorem of �nancial mathematics for

bounded arbitrage (Ukrainian). Applied Stat., Actuarial and Financial Math.,
1-2, 49-54

15th European Young Statisticians Meeting 15thEYSM

September 10-14, 2007 Castro Urdiales (Spain)


