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In this thesis, the researcher investigates factors a%tﬂegt(i;ng changes in
the price of slab on the world market.

Applying quantitative analysis to pertinent data, the researcher used the
following variables: the average world price of slab, the quantity of the
world’s raw iron output, the US gross domestic product, US interest rates, and
the price of crude oil. Relevant quarterly secondary data from the period
between 2000 and 2009, a total of 40 quarters, were analyzed using a vector
autoregressive (VAR) model.

Findings are as follows:

The variables of the quantity of the world’s raw iron output, the US

interest rate, the US gross domestic product, the price of crude oil, and the

(6)



2486%@

price of iron in the past four periods were found to be determinative

changes in the price of slab at 72 percent. The quantity of raw iron output was
the factor playing the strongest role in determining the price of iron. The
quantity of iron output in the present period exerted the highest level of
influence. With the passage of time, this influence would wane or be reduced.
Other variables did not play important roles in explaining variations in the
price of slab.

Impulse responses to changes in the price of slab as shock responses to
changes and other determining factors were found to be factors only
immediately affecting the price of slab. Thus, the direction of change would
be positive only in the first quarter and then it would drastically decrease.

Other variables such as the US interest rate, the US gross domestic
product, the price of crude oil, and the price of slab would not engender
immediate impulse responses. They would slowly engender emerging
impulse responses a quarter later. This means impulse responses would
actually commence in the second quarter. An adjustment in the price of slab
was shown to engender a higher level of impulse response with shifts in the
quantity of the world’s iron output at higher levels than US interest rates, the
US gross domestic product, and the price of crude oil. The pattern of
responses was not certain. The movement was oscillatory. This characteristic
may reflect an imperfectly competitive market and speculation.

Regarding findings concerning variance decomposition of the price of

slab on the world market in an overall picture, the researcher determined that

(7)
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on average variance in the price of slab from the equilibrium level was self-
explanatory at approximately 41.75 percent. If explanation involved the
quantity of the world raw iron output, this would be explanatory at
approximately 41.59 percent. Next, in descending order, were explanations
relying on US interest rates, the US gross domestic product, and the price of
crude oil on the world market which were explanatory at approximately 9.17,

4.44, and 3.04 percent, respectively.

(8)
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