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ABSTRACT

Baltic Dry Index (BDI) is often included in the iron ore spot price. Iron ore market

experienced a transition in pricing mechanism from the annual negotiated price to the

one based on spot market price in 2008/2009. This paper investigates the dynamics of

and the interactions between BDI and iron ore spot price in the regime of the new

pricing mechanism. In addition to controlled variables, we find significant spillover

interactions between BDI and the iron ore market. We also detect mean-reversion

movement in the iron ore market, signalling certain inefficiency in the market pricing.

 KEYWORDS: Iron ore Baltic Dry Index market spillover shipping finance

 JEL CLASSIFICATION: G14 C32 D84

Disclosure statement

Previous article View issue table of contents Next article 

 Log in  |  Register



About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

https://www.tandfonline.com/action/showCart?FlowID=1
https://www.tandfonline.com/
https://www.tandfonline.com/action/showPublications?pubType=journal
https://www.tandfonline.com/raec20
https://www.tandfonline.com/loi/raec20
https://www.tandfonline.com/toc/raec20/51/35
https://www.tandfonline.com/toc/raec20/51/35
https://www.tandfonline.com/journals/raec20
https://www.tandfonline.com/author/Gu%2C+Yimiao
https://www.tandfonline.com/author/Chen%2C+Zhenxi
https://www.tandfonline.com/author/Lien%2C+Donald
https://doi.org/10.1080/00036846.2019.1584384
https://www.tandfonline.com/action/clickThrough?id=5931&url=%2Fr%2Fsubjectsample-efbi&loc=%2Fdoi%2Fabs%2F10.1080%2F00036846.2019.1584384&pubId=52821088&placeholderId=1074&productId=3092
https://www.tandfonline.com/doi/full/10.1080/00036846.2019.1584384?scroll=top&needAccess=true
https://www.tandfonline.com/doi/figure/10.1080/00036846.2019.1584384?scroll=top&needAccess=true
https://www.tandfonline.com/doi/ref/10.1080/00036846.2019.1584384?scroll=top
https://www.tandfonline.com/doi/citedby/10.1080/00036846.2019.1584384?scroll=top&needAccess=true
https://www.tandfonline.com/doi/metrics/10.1080/00036846.2019.1584384?scroll=top
https://www.tandfonline.com/doi/permissions/10.1080/00036846.2019.1584384?scroll=top
https://www.tandfonline.com/doi/abs/10.1080/00036846.2019.1584384
https://www.tandfonline.com/keyword/Iron+ore
https://www.tandfonline.com/keyword/Baltic+Dry+Index
https://www.tandfonline.com/keyword/market+spillover
https://www.tandfonline.com/keyword/shipping+finance
https://www.tandfonline.com/keyword/G14
https://www.tandfonline.com/keyword/C32
https://www.tandfonline.com/keyword/D84
https://www.tandfonline.com/doi/full/10.1080/00036846.2019.1584377
https://www.tandfonline.com/toc/raec20/51/35?nav=tocList
https://www.tandfonline.com/doi/full/10.1080/00036846.2019.1584385
https://www.tandfonline.com/
https://www.tandfonline.com/action/showLogin?uri=%2Fdoi%2Fabs%2F10.1080%2F00036846.2019.1584384
https://www.tandfonline.com/action/registration?redirectUri=%2F
https://www.informa.com/privacy-policy/


No potential conflict of interest was reported by the authors.

Notes

 Iron ore price is for Chinese imported iron ore fines.

 For literature of HAM in the financial markets, see Peter, Hommes, and Manzan

(2007), Frijns, Lehnert, and Zwinkels (2010), Lux (2012), Huang and Chen (2014), Chen,

Huang, and Zheng (2018), among others.

 Price including shipping cost at Tianjin port for iron ore with a content of 62% iron.

Data link: http://www.imf.org/external/np/res/commod/index.aspx.

 The quadratic-match average method is used to interpolate the data within the

quarter such that the average of monthly observations is equal to the quarterly value.
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