Sample Translation
Shipping Industry Analysis

e See below for the original Chinese manuscript.
e A native-speaker of English who has studied this field proofreads the translated English.
e The quality of the translated manuscript is suitable for publication in an international journal.

Freight Rate Determination Mechanism in Dry-Bulk shipping Market

Summary: The main purpose of this study is investigating factors influencing bulk shipping market sea
freight as well as the flow-on effects of the volatility between the sea freight and those factors. To analyze
interactions among sea freight, influential factors and other important factors (for example: price of coal,
price of crude oil, and price of steel), our study first adopts the VAR(p) model to make estimations as
well as investigate the relationship for interactions among variances. Secondly, if heteroscedasticity exists
on each group of variances through examinations, we work them further with the multi-variate GARCH
model and in turn increase precision for investigations on the dynamics of the influential mechanism of
sea freight pricing. Experiments have shown that the pricing of raw materials such as crude oil price, coal
price and steel price will all have effects on the pricing indexes of sea freight markets (BPI & BCI). With
indications, when pricing of raw materials is up, sea freight will be up as well; that is, short-term
demands on raw materials will push up shipping demands. At the same time, our study has also
discovered that if the fluctuations in raw materials are becoming more severe, the fluctuations on the sea

freight will become more unpredictable.

Foreword

In recent years, the industrialization and urbanization from BRIC (Brazil, Russia, India & China)
and new emerging countries have increased demand of global raw materials and when supplies of raw
materials are unable to keep pace with demands, an imbalance between demand and supply results and
pricing rises rapidly. Basically, distribution of global resources are unequal and most raw materials
possess characteristics such as substantial size and thus the exchange between supply and demand mostly
relies upon sea transportation. Currently, 90% of trade volumes for global raw materials occur by way of
sea transportation." After 2002, the annual average growth of trade volumes of sea transportation even
reached 4.9%.

! The statistical data for 2006 from International Maritime Organization (IMO)
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