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Evaluation of market performance from the point of mark-ups and risk-premium in
shipping freight markets
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The purpose of the study is to evaluate market performance in the shipping
freight markets under uncertainty. First, we constructed a game-theoretical model, and derived a
unique Nash equilibrium explicitly. The mark-up in the equilibrium spot price can be decomposed into
a realization of market power and a kind of risk premium determined by the risk attitude of market
participants. Then, we found that the more risk-averse, and/or the less concentration in the market,
the lower level of shipping freight rates could be realized.

Second, to see the effects of risk attitude on risk premiums, we calibrated the risk attitude of

participants in tramp shipping markets from 2007 to 2013, and provided an example of the application
of risk attitude. To achieve this, we applied a framework that consists of structural model and
calibration with market data. We found that a structural break occurred around 2010. After the
structural break, market participants tended to be more risk-averse.
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