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B EE =4 AAste dER3e dF8e ARASS B 453 2745 YeEh9th. RMSFE(root mean
square fo 922 Ho o2 o] 025t}

ecast error)© 239 oS3z *‘Zﬂﬁ«] Aol g ANt AR, hol 4
ongit}, WAz E Yo 2 (random walk) & Ao o= IFAAREE o] &3 dFEUA 42
o o] Erbssitte Ag guldtt WA nAET oS5 RMSFE I e A5E BEEAG 295 B3 BB
t}. Panel A & HP ZH (Hodrick-Prescott filter)® HE3EF2 A =144008 A3t 225 UeH, Panel B
S} Panel C & 242 A=1600 2 A=400% AM&-3F A3 2 L}E}ﬂ\:},

Panel A. A=14400

Al ZF 1714 AW & RMSFE 24 A4S RMSFE 3/1¥ A% S RMSFE
A4 o) 1 g o &3 1o 1 g o &1 ol g o SRy
2010 240.48 268.61 330.03 364.22 382.71 401.59
2011 235.18 253.76 313.08 333.59 351.07 371.56
2012 221.46 255.69 294.37 330.45 349.09 385.54
2013 206.14 198.27 289.52 245.08 331.88 284 .50
2014 160.51 185.48 246.76 254.19 298.37 296.45
2015 165.97 180.28 246.08 241.33 290.95 287.81
2016 191.25 209.78 282.96 269.02 329.40 310.83
2017 198.74 183.71 273.24 216.46 336.80 210.68
Panel B. A=1600
A2 11¥ A& RMSFE 204 A& RMSFE 371€ AxdZ RMSFE
A4 1o 1 g o &1 o 1 g o &1 D! o S5
2010 240.48 246.82 330.03 357.37 382.71 415.74
2011 235.18 224.97 313.08 316.88 351.07 369.03
2012 221.46 225.24 294.37 317.71 349.09 387.18
2013 206.14 188.92 289.52 266.47 331.88 320.98
2014 160.51 168.75 246.76 229 .62 298.37 271.73
2015 165.97 160.60 246.08 214.35 290.95 263.40
2016 191.25 174.52 282.96 214.39 329.40 251.64
2017 198.74 183.22 273.24 209.95 336.80 289 34
Panel C. A =400
A2 11¥ A& RMSFE 204 A& RMSFE 3719 Awd & RMSFE
A 2lojH e SRy olojH e 52y 319|153 R
2010 240.48 248.50 330.03 357.13 382.71 421.38
2011 235.18 223.94 313.08 321.86 351.07 382.35
2012 221.46 223.16 294.37 324.74 349.09 401.29
2013 206.14 206.48 289.52 305.14 331.88 369.16
2014 160.51 185.89 246.76 247.92 298.37 277.27
2015 165.97 176.51 246.08 226.16 290.95 263.30
2016 191.25 188.24 282.96 226.29 329.40 248.79
2017 198.74 198.08 2173.24 2805615 336.80 289 41
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Short-term Forecasts of the Baltic Dry Index (BDI) Using
Time-series Factor Decomposition

Hyeongjun Kim* - Doojin Ryu** - Hoon Cho***

Abstract

The shipping freight rate index is an indicator of fluctuations in the cost of shipping raw
materials and commodities. It is used to diagnose and predict changes in the global real economy
and in the shipping market. Thus, both financial institutions and the shipping industry need to
strengthen their capacity to forecast and analyze the index. In this study, we conduct a short-
term forecast of the Baltic Dry Index, a representative maritime freight rate index, using the
time-series factor decomposition method. To verify our model's predictive power, we apply the
prediction method presented in this study to past data with different sample intervals and
perform a backtest to compare the predicted values with actual observations. The root mean
square forecast error of the backtest shows that our prediction model outperforms the random
walk model. The results suggest that it is possible to conduct a significant short-term forecast
of the shipping freight rate index because it involves a short-term trend and seasonality. These
time-series characteristics of the shipping freight rate can be used to quantitatively provide

short-term market forecasts.

Key words: Autoregressive Integrated Moving Average, Baltic Dry Index, Hodrick-Prescott

Filter, Maritime Freight Index, Time-series Factor Decomposition
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Tenured professor, Department of Economics, Sungkyunkwan University, Corresponding Author
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