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Abstract

The methodology of this paper adopted Vector Auto-regression approaches to test the causality
between the Baltic Panamax Indices and ship price. The purpose of this paper could provide the
characteristic and information transmission situation of BPI and ship price, but also utilize the
effective reference information to draw up investment portfolio strategy. The finding on this
paper could be summarized as: (1) empirical tests of BPI and ship are non-stationary. However,
they are all stationary after using first difference. (2)The ship price is Granger Cause by BPI. (3)
Johansen co-integration test is discovered that the ship price and BPI are cointegrated with one
common stochastic trend. (4) Adopting impulse response analysis and variance decomposition
approaches the secondhand ship price impulse was responded by owned past variance and BPI at
short strength that was impulse responded by BPI and new-build ship price at long strength.
Moreover, the BPI have presented relative high level or low level on the specific month every
year, but ship price hasn't a significantly seasonal effect apparently.
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