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Abstract

Arbitrage is a key process in the practice of financial markets and in their theoretical

depiction: it allows markets to be posited as efficient without all investors being

assumed to be rational. This article explores the sociology of arbitrage by means of an

examination of the arbitrageurs, Long-Term Capital Management (LTCM). LTCM's 1998

crisis is analysed using both qualitative, interview-based data and quantitative

examination of price movements. It is suggested that the roots of the crisis lay in an

unstable pattern of imitation that had developed in the markets within which LTCM

operated. As the resulting 'superportfolio' began to unravel, arbitrageurs other than

LTCM fled the market, even as arbitrage opportunities became more attractive, causing

huge price movements against LTCM. Three features of the sociology of arbitrage are

discussed: its conduct by people often personally known to each other; the possibility

and consequences of imitation; and the limits on the capacity of arbitrage to close price

discrepancies. It is suggested that by 1998 imitative arbitrage formed a 'global

microstructure' in the sense of Knorr Cetina and Bruegger.



 

We Care About Your Privacy

We and our 842 partners store and/or access information on

a device, such as unique IDs in cookies to process personal

data. You may accept or manage your choices by clicking

below, including your right to object where legitimate

interest is used, or at any time in the privacy policy page.

These choices will be signaled to our partners and will not

affect browsing data. Privacy Policy

We and our partners process data to provide:

Use precise geolocation data. Actively scan device

characteristics for identification. Store and/or access

information on a device. Personalised advertising and

content, advertising and content measurement, audience

research and services development.

List of Partners (vendors)

I Accept

Essential Only

Show Purpose

https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/reso20
https://www.tandfonline.com/loi/reso20
https://www.tandfonline.com/toc/reso20/32/3
https://www.tandfonline.com/toc/reso20/32/3
https://www.tandfonline.com/journals/reso20
https://www.tandfonline.com/author/MacKenzie%2C+Donald
https://doi.org/10.1080/03085140303130
https://www.tandfonline.com/action/clickThrough?id=110822&url=%2Fr%2Fsubjectsample-socialsciences&loc=%2Fdoi%2Fabs%2F10.1080%2F03085140303130&pubId=43324540&placeholderId=1074&productId=1847
https://www.tandfonline.com/doi/ref/10.1080/03085140303130?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/03085140303130?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/03085140303130?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/03085140303130?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/03085140303130
https://www.tandfonline.com/
https://www.tandfonline.com/action/showCart?FlowID=1
https://www.informa.com/privacy-policy/


Related Research Data

A theory of risk colonization: The spiralling regulatory logics of societal and

institutional risk

Source: Informa UK Limited

Modes of Power and the Re-Conceptualization of Elites:

Source: SAGE Publications

Economic Markets as Calculative Collective Devices

Source: SAGE Publications

Between arbitrage and speculation: an economy of belief and doubt

Source: Informa UK Limited

Monism vs. pluralism, the global financial crisis, and the methodological struggle in the

field of International Political Economy:

Source: SAGE Publications

An Ethnography of the Shanghai Stock Market

Source: Cambridge University Press

Economy of Dreams: Hope in Global Capitalism and Its Critiques

Source: Wiley

Derivatives and the financialisation of the Italian state

Source: Informa UK Limited

Opening the black boxes of global finance

Source: Informa UK Limited

CSR and Investment Recommendations

Source: Wiley

Digitization and Knowledge Systems of the Powerful and the Powerless

Source: Wiley-Blackwell

The Social Construction of Market Value: Institutionalization and Learning Perspectives

on Stock Market Reactions

Source: SAGE Publications

Race, Gender, and Statistical Representation: Predatory Mortgage Lending and the US

Community Reinvestment Movement

Source: SAGE Publications

Wildcats in banking fields: the politics of financial inclusion

 Keywords: Arbitrage Economic Sociology Imitation Long-Term Capital Management (LTCM)

Globalization Risk

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F03085140500465865&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1467-954x.2008.00760.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0170840605056393&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F03085140701428365&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F1024529418813830&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fcbo9781139166850&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1525%252Fcan.2006.21.2.147&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F13563467.2015.1079168&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09692290500240222&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1002%252Fsmj.2268&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1002%252F9781118255278.ch5&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F000312240406900306&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1068%252Fa38224&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs11186-011-9146-4&type=Scholix
https://www.tandfonline.com/keyword/Arbitrage
https://www.tandfonline.com/keyword/Economic+Sociology
https://www.tandfonline.com/keyword/Imitation
https://www.tandfonline.com/keyword/Long-Term+Capital+Management+%28LTCM%29
https://www.tandfonline.com/keyword/Globalization
https://www.tandfonline.com/keyword/Risk


Source: Springer Science and Business Media LLC

Take an issue: cultural economy and finance

Source: Informa UK Limited

Inefficient Markets

Source: Oxford University Press

A Price is a Social Thing: Towards a Material Sociology of Arbitrage

Source: SAGE Publications

India's private real estate development sector

Source: Wiley

Assembling an economic actor: the agencement of a Hedge Fund

Source: SAGE Publications

Due Diligence and "Reasonable Man," Offshore

Source: eScholarship, University of California

Markets, market-making and marketing

Source: SAGE Publications

A culture of mania: a psychoanalytic view of the incubation of the 2008 credit crisis

Source: SAGE Publications

Organizational encounters with risk

Source: Cambridge University Press

Thinking outside the Box to Get inside the Black Box: Alternative Epistemology for

Dealing with Financial Innovation

Source: Informa UK Limited

Fit to be king: how patrimonialism on Wall Street leads to inequality

Source: Oxford University Press (OUP)

Performativity of Risk and the Boundaries of Economic Sociology

Source: SAGE Publications

 

Linking provided by  

Related research 

Recommended articles Cited by 

173

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F03085140701428282&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252F0198292279.001.0001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0170840606065923&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F1468-2427.12042&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1467-954x.2007.00682.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1525%252Fcan.2005.20.4.474&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F1470593107080342&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F1350508410390071&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1017%252Fcbo9780511488580&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F02691728.2019.1601290&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Fser%252Fmwx058&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1177%252F0011392107070137&type=Scholix
https://scholexplorer.openaire.eu/
https://www.addtoany.com/share


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

