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Abstract

This paper investigates the relationship between Taiwan Bulk Shipping Index

(TAIBX) and Baltic Dry Index (BDI) using Vector Autoregressive Moving Average
Model (VARMA). TAIBX is compiled with the stock prices of six major bulk

carriers in Taiwan. The stock prices of each of the six carriers are also simulated,

using TAIBX and BDI. The simulated values and actual values of the stock prices

are then carried out by Root-Mean-Square Percentage Error (RMSPE) analysis.

The empirical results identified a two-way relationship between TAIBX and BDI

indices. Namely, the BDI in one period influences TAIBX in the subsequent period

and the TAIBX in one period also influences the subsequent BDI. The results
show that the total RMPSE value of the TAIBX is 39.38%, while the total RMSPE
value for the BDI is 45.31%, indicating that the TAIBX is a more suitable index to

explain the stock prices of domestic bulk shipping carriers.

Keywords: Taiwan Bulk Shipping Index (TAIBX), Baltic Dry Index (BDI), Vector

Autoregressive Moving Average Model (VARMA)
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