Maritime Quarterly
() Vol.13 No.l
March 2004
1~ 17 pp. 1~ 17

An Empirical Evidence of Time-Varying Momentsin
| nter national Bulk Shipping Market

Yung-Shun ChShni u- Tuhg Wang

GARCH
(Capesize) (Panamax) (Handymax)

ABSTRACT

The purpose of this paper is to investigate the characteristics of return volatility,
skewness and kurtosis in international bulk freight market. The investors can exactly
recognize return volatility in freight market, it is helpful to make decision for trading
strategy on asset pricing, asset allocation, arbitrage and risk management. A
GARCH-type model alowing for time-varying volatility, skewness and kurtosis is
applied to daily return for three standard types of dry bulk vessel namely Capesize,
Panamax and Handymax. Based upon the estimation using freight return data provided
by Baltic Freight Exchange Ltd over April 1, 1999 -Jan. 30, 2004, it is found that there
existed significant conditional skewness and kurtosis. It is also found that
specifications allowed for time-varying skewness and kurtosis outperform
specification with constant third and fourth moments. Moreover the larger bulk vessel
appears much more leverage effect than smaller bulk vessel in the return movement.
Conversely, the smaller bulk vessel appears much more reaction effect than larger bulk
vessel in the return movement.
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