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Ship Investment Timing Based on Option to
Defer with Mean Reversion Motion
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Maritime University, Shanghai 201306, China; 2. School of
Economics & Management, Shanghai Maritime University, Shanghai
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Abstract; A mean reversion version of standard entry-exit
model with stochastic ship value was adopted to study ship
investment timing, which can be expressed in terms of
Kummer function. The cost and revenue data of Panama
containership on Far East to North-western Europe lane from
2001 to 2012 was applied for empirical analysis. It shows that
recovery and peak stage are suitable for investment. The ship
value and investment threshold decrease while risk-free rise,
which means the investable time extend. The result coincides
with containership orders in the market, which is about a half
year ahead of the actual containership investment time.
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Tab.1 Cost and revenue of Panama containership on North Europe—Far East Lane ES

dERE/ SEAR A B AR MR A BE R %o 0 T B

A r=5% r=6% =% r=8% =9% 5% A= BAs 3% A WA
2001 143 162 182 201 221 58 139 82 133 10 1313
2002 114 132 149 167 184 59 157 84 130 9 1151
2003 132 150 169 188 206 60 180 90 128 10 1614
2004 164 188 213 237 261 64 190 94 127 11 1688
2005 186 214 242 270 298 69 277 96 130 13 1586
2006 172 198 223 249 274 70 328 99 133 14 1357
2007 188 215 242 269 296 83 393 106 141 16 1547
2008 206 235 264 294 323 91 534 115 151 19 1 468
2009 151 177 203 229 254 85 390 113 148 15 1027
2010 134 163 191 219 246 86 489 112 146 17 1989
2011 152 182 211 240 268 89 678 118 151 20 1009
2012 138 163 188 213 237 91 701 116 151 20 1 350
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Fig.1 Investment threshold and option value, r=5%
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Fig.2 Investment threshold and option value, r=9%
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Fig.3 The proportion of containership orders
and orderbook of the total fleet
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