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Analysis of Container Shipping Market Using Multivariate Time Series Models

Ko, Byoung-Wook - Kim, Dae-Jin

Abstract F

In order to enhance the competitiveness of the container shipping industry and promote its de-
velopment, based on the empirical analyses using multivariate time series models, this study aims
to suggest a few strategies related to the dynamics of the container shipping market. It uses the
vector autoregressive (VAR) and vector error correction (VEC) models as analytical methodologies.
Additionally, it uses the annual trade volumes, fleets, and freight rates as the dataset. According to
the empirical results, we can infer that the most exogenous variable, the trade volume, exerted the
highest influence on the total dynamics of the container shipping market,

Based on these empirical results, this study suggests some implications for ship investment,
freight rate forecasting, and the strategies of shipping firms. Concerning ship investment, since the
exogenous trade volume variable contributes most to the uncertainty of freight rates, corporate fi-
nance can be considered more appropriate for container ship investment than project finance.
Concerning the freight rate forecasting, the VAR and VEC models use the past information and the
cointegrating regression model assumes future information, and hence the former models are found
better than the latter model. Finally, concerning the strategies of shipping firms, this study recom-
mends the use of cycle-linked repayment scheme and services contract.

Key words: Container Shipping Industry, Multivariate Time Series Model, Vector Autoregressive
Model(VAR), Vector Error Correction Model(VECM)
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