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Spillover effect analysis of COVID-19 epidemic on shipping
market based on VAR model
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Abstract: In order to analyze the impact of the COVID-19 epidemic on the shipping market and identify
potential risks in the shipping market during the post-COVID-19 period, the vector autoregression
(VAR) and variance decomposition methods are adopted to measure the spillover effect of the epidemic
on the shipping market. The ratio of the cumulated number of confirmed COVID-19 cases in a region or
country is used to represent the severity of the epidemic; in order to eliminate seasonal factors, the year-
to-year growth rate of the shipping market index is used to represent the shipping market condition. The
result shows that the tanker shipping market, the dry bulk shipping market and the container shipping

market are all affected by COVID-19 epidemic. However, because different economies have the different
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supply and demand relationships in their respective trade markets and diffrent degrees of control for the

epidemic, the spillover effect relationship is not the same.

Key words: corona virus disease 2019 ( COVID-19); variance decomposition; shipping market;

region economy
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