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ABSTRACT

In general, the shipping market cycle has four stages from recession to recovery, peak, and
crash, with the uptrend lasting about 6 to 7 years and the downtrend lasting about 6 to 7 years.
Therefore, the market price bubble is not sustainable and always ends in a recession. The value
of the Baltic indices has fallen by around 90% since the second half of 2021. The economic
cycle is common knowledge and a self-evident principle in the shipping industry, but many
shipowners do not take it into account. The fear of shipowners, triggered by a highly volatile
market, causes them to imitate the herd mentality or herd behavior and follow the market
sentiment. The aim of this study is to measure the effects of herding behavior, which is
influenced by market sentiment, in the shipping market. This research attempts to identify the
reasons for herding behavior and to determine the volume of vessels ordered or purchased under
the influence of herding behavior. It is estimated that 55% of all ships, or 33% of total tonnage,
were purchased under the influence of herd behavior. The results show that ship investment
under the influence of herd behavior was a very strong factor in creating market imbalances.

Keywords: Market Rally, Baltic Exchange, Recession, Herding Behavior, Vessel
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