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Relationship between Baltic Dry Index and Crude Oil Market
Choi, Ki-Hong, Kim, Dong-Yoon

Abstract

This study uses daily price data on three major types of crude oil (Brent, Dubai, and WTI) and
BDI from January 2, 2009 to June 29, 2018, to compare the relationship between crude oil prices
and BDI for rate of change and volatility, Unlike previous studies, the correlation between BDI
and crude oil prices was analyzed both the rate of change and variability, VARs, Granger Causality
Test, and the GARCH and DCC models were employed.

The correlation analysis, indicated that the crude oil price change rate and volatility affect the
BDI change rate and that BDI volatility affects the crude oil price change rate and volatility. The
relationship between oil prices and BDI is identified, but their correlation is low, which is likely a
result of lower dependence on crude oil as demand for natural gas increases worldwide and de-
mand for renewable energy decreases. These trends could result in lower correlations over time,
Therefore, focusing on the changing demand for raw materials in future investments in international
shipping(real economy) and oil markets and macroeconomic analysis is necessary.
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of eJaiAut g3 et ol BDIAAM Af7) (3 1002 F7HAIM BDIES] HEd Hdol&
of did WEH Wolmd &R AL o e Ase 2 5 ok wE AsdA gl
Pl BDUWEe] WAl HR e U oo gesa we Aoz et 44717
Al 9FE viAing AbE T 9FE o g west 42 wEe BDI WER6] 93
Atk As o 4 Aok wEkA, BDI F4 G ]R3 QA Gl AL ojm}.
| 3l =A)e 98 J 3 = _
3710 tigk FA)2 AFAEel ek v F Ave s, 947h4 WEAe BD W
= o 5
o AEEH 2E eeide el e vINA B YA, 3 v
F 9. A7 gk BDI MEA dolast
Oil Mean equation Variance euqation
a b 1) ~y é Ty Ti—1
Brent 1 0.0002 0.0322 0.0000b 0.03%4a 0.9561a -0.0019
' (0.0003) (0.0205) (0.0000) (0.0074) (0.0077) (0.0016)
0.0002 0.0322 0.0000b 0.0388a 0.9569a -0.0018
(0.0003) (0.0205) (0.0000) (0.0073) (0.0076) (0.0015)
. 0.0001 0.0055 0.0000a 0.0749a 0.9194a -0.0040a
Dubai 1
(0.0002) (0.0210) (0.0000) (0.0121) (0.0120) (0.0015)
0.0002 0.0042 0.0000a 0.0741a 0.9203a -0.0039a
(0.0002) (0.0209) (0.0000) (0.0120) (0.0119) (0.0015)
0.0005 -0.0077 0.0000a 0.0501a 0.9417a -0.0038
WTI
(0.0003) (0.0203) (0.0000) (0.0091) (0.0098) (0.0024)
0.0005 -0.0076 0.0000a 0.0515a 0.9395a -0.0040c
(0.0003) (0.0204) (0.0000) (0.0093) (0.0098) (0.0024)
FL O #;e FFAE Yt
2. a, b, & 77 1%, 5%, 10% & WollX EAFoR frosith= AL on]git),
i 10. BDIof| ChEt 2IR7HA Sy Molgn
Oil Mean equation Variance euqation
a b ¢ Y 4 Tt Ti—1
Brent 1 -0.0013 0.7591a 0.0000a 0.2329a 0.7187a 0.0095
" (0.0009) (0.0119) (0.0000) (0.0331) (0.0316) (0.0074)
) -0.0013 0.7591a 0.0000a 0.2320a 0.7198a 0.0086
(0.0009) (0.0119) (0.0000) (0.0330) (0.0315) (0.0072)
. -0.0013 0.7591a 0.0000a 0.2334a 0.7222a 0.0032
Dubai 1
(0.0009) (0.0119) (0.0000) (0.0331) (0.0313) (0.0047)
2 -0.0005 0.5320a 0.0004b 0.0659a 0.4792b 0.0027
(0.0003) (0.0083) (0.0001) (0.0094) (0.1976) (0.0045)
WTI 1 -0.0012 0.7588a 0.0000a 0.2325a 0.7228a 0.0020
(0.0009) (0.0119) (0.0000) (0.0332) (0.0314) (0.0044)
-0.0012 0.7588a 0.0000a 0.2307a 0.7249a 0.0014
2
(0.0009) (0.0119) (0.0000) (0.0329) (0.0312) (0.0043)

F1 ()Y Fe ZFAE el
2. a, b, & 77 1%, 5%, 10% & Hollx EAFoR fosith= AL on)git),
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DCC Conditional Correlation
Brent-Baltic
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