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Analysis of Price Fluctuation Factors in the

Vessel Demolition Market : Focusing on India & Bangladesh
Lee ChongWoo - Jang Chul-Ho

This study investigates the factors contributing to price fluctuations in the shipscrapping market, the
final stage in a vessel's life cycle. Shipping companies make decisions on ship dismantling based on
factors such as declining freight rates, increasing vessel age leading to higher costs, or compliance
with new environmental regulations. Utilizing the FMOLS (Fully Modified Ordinary Least Squares) and
VECM (Vector Error Correction Model) methodologies, the research explores the long-term elasticities
of factors influencing shipscrapping prices and examines short-term causal relationships.

Using a time series dataset spanning from December 2015 to April 2023, covering a total of 90
months, the study focuses on the shipscrapping prices of Capesize vessels in India and Bangladesh,
which constitute a significant portion of the shipbreaking market. The findings indicate that, in the
long term, shipscrapping prices are closely related to global scrap prices, 20-year-old secondhand
Capesize vessel prices, newbuilding prices, and exchange rates. In terms of short-term causal relation-
ships, an increase in global scrap prices induces a rise in shipscrapping prices, while the remaining
variables do not contribute to such increases. Specifically, an escalation in shipscrapping prices is as-
sociated with increased prices of 20-year-old secondhand vessels, newbuilding prices, and exchange
rates, However, the other variables do not show a significant influence on short-term increases in
shipscrapping prices.
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