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ADVERSITY

PAST PRESENT FUTURE 

RISING ABOVE ADVERSITY

In fiscal 2011, we experienced our largest loss since our foundation. Today, 
we continue to manage the company to rise above adversity. In this section, 
President Muto explains MOL’s situation in detail in terms of the PAST, 
 PRESENT and FUTURE. He looks at the reasons for the PAST loss in fiscal 
2011, the initiatives the company is implementing at PRESENT to improve 
earnings, and the direction MOL is headed in the FUTURE.
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RISING ABOVE ADVERSITY

GEAR UP! MOL Overall Profit Plan 

(¥ billions)

Looking Back at Fiscal 2011

Largest Loss Since Our Founding
Fiscal 2011 was the second year of our current 

“GEAR UP! MOL” three-year midterm manage-

ment plan. We encountered rougher “seas” than 

expected in our operating environment, which led 

us to post an ordinary loss of ¥24.3 billion and a 

net loss of ¥26.0 billion. This was our largest loss 

since MOL was founded.

In fiscal 2010, the first year of our plan, we 

largely achieved our targets by posting ¥121.6 

billion in ordinary income and ¥58.2 billion in net 

income. However, we saw the yen appreciate and 

the bunker price rise throughout the year. Fur-

thermore, from 2010 the vessel supply-demand 

balance worsened due to a jump in deliveries of 

Capesize and other dry bulkers and large contain-

erships, while tankers had already faced the 

same situation. The Great East Japan Earthquake 

that occurred in March 2011 exacerbated the 

downturn in our operating environment. Supply 

chain disruptions caused a precipitous decline in 

vehicle exports from Japan, affecting our car 

carrier division.

Our forecasts for fiscal 2011 naturally took into 

account these negative developments. In April 

2011, we initially forecast ordinary income of 

¥60.0 billion, half our ¥120.0 billion target in our 

midterm management plan. But the operating 

environment was far more difficult than we 

assumed, forcing us to lower our forecasts three 

times during the same fiscal year. I’d like to use 

this occasion to provide detailed analysis of the 

conditions we experienced in fiscal 2011.

Av. Exchange 
Rate (¥/US$) ¥90.00/$ ¥86.48/$ ¥90.00/$ ¥78.85/$ ¥90.00/$ ¥82.00/$
Av. Bunker 
Price (US$/MT) $500/MT $490/MT $500/MT $667/MT $500/MT $710/MT
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(1)  Yen Appreciation and Higher Bunker 

Prices

Generally speaking, in the international ocean 

shipping business, freight rates are denominated 

in U.S. dollars. This is important because approxi-

mately 80% of MOL’s sales are denominated in 

U.S. dollars. For this reason, a ¥1 appreciation 

against the U.S. dollar negatively affects our ordi-

nary income by ¥2.0 billion. For fiscal 2011, the 

average yen-U.S. dollar exchange rate was 

¥78.85, versus our initial ¥85 forecast. This 

marked yen appreciation pressured our earnings 

in fiscal 2011. The run-up in the bunker price did 

the same. A US$1 rise in the price of heavy fuel 

oil per metric ton lowers our ordinary income by 

¥0.2 billion. We initially assumed an average 

annual bunker price of US$650, so the actual 

price of US$667 hit us hard. Together, the yen 

appreciation and higher bunker price dragged 

down our earnings by around ¥15.0 billion*.

*  The impact of these exchange rate and bunker price fluctuations is 
reflected in earnings fluctuations of our business segments.
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PAST PRESENT FUTURE 

Source: Shanghai Shipping Exchange

China Containerized Freight Index (CCFI)
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*  CCFI reflects the freight rate trend for container exports from China only, which does not always match the 
overall trend for container exports from Asia. Therefore, this information is provided only for reference purposes.
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In 2011, containership companies, especially 

European companies, began operating formerly 

laid-up vessels again, expecting a trade volume 

increase similar to 2010. Furthermore, deliveries 

of ultra-large containerships began in earnest, 

with these vessels successively introduced on 

Europe routes. However, trade volume to Europe 

and the U.S. turned out to be much lower than 

projected as the European sovereign debt crisis 

cast a shadow over the world economy. This 

worsened the supply-demand balance. Even so, 

companies competed to increase lifting numbers 

and to expand market share, resulting in a sharp 

fall in freight rates close to a trigger point for 

laying up a vessel, most notably on Europe routes.

Increasing the size of vessels was probably 

seen by each company as a rational decision. 

However, it would only lead to a glut of vessels if 

all companies acted in unison, ignoring demand 

trends. And that’s what happened. The contain-

ership industry in 2011 was the classic example 

of a herd-like mentality. The freight rate drop 

came on top of higher bunker prices and yen 

appreciation, causing our containership business 

in fiscal 2011 to post an ordinary loss of ¥29.9 

billion, when ¥22.0 billion in ordinary income was 

initially expected.

(3)  Soft Spot Rates for Dry Bulkers and 

Tankers

MOL’s bulkships business is made up of four 

divisions: dry bulkers, tankers, LNG carriers, and 

car carriers. For fiscal 2011, we initially forecast 

ordinary income of ¥23.0 billion. However, we 

ended up recording a ¥6.9 billion ordinary loss. 

Among the four divisions, the results of LNG 

carriers and car carriers were largely in line with 

initial estimates. That means the ¥29.9 billion 

difference between the forecast and actual ordi-

nary income for our bulkships business was due 

to dry bulkers and tankers. As I mentioned earlier, 

car carriers in fiscal 2011 was hit hard by the 

(2)  War of Attrition in the Containership 

Business

In 2009, the year after the Lehman Shock, con-

tainership companies fell heavily into the red due 

to a rapid downturn in trade volume. In response 

to this sharply lower demand, containership com-

panies in 2010 reduced loading capacity by 

scrapping and laying up ships and through slow 

steaming. But as they did this, trade volume 

rebounded and containership companies posted 

strong results, having braced themselves for the 

worst. The year 2011 thus began with container-

ship companies feeling bullish again.

At the same time, the run-up in the bunker 

price over the past few years accelerated compe-

tition to build larger vessels to attain further reduc-

tion of the transportation cost per container. Since 

around 2010, a large number of ultra-large con-

tainerships with capacity exceeding 10,000 TEU 

have been delivered. These ultra-large container-

ships were mainly introduced on Europe routes 

because only certain ports are equipped to handle 

them. Consequently, around midway through 

2010 there were signs that supply was exceeding 

demand on Europe routes.
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Source: Drewry, RIM, etc.
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Great East Japan Earthquake, but that impact had 

been factored into our initial forecast.

The downturn in dry bulker and tanker perfor-

mances reflected sluggish spot vessel rates. On 

the other hand, we managed to secure highly 

stable profits as we had expected since approxi-

mately 70% of our dry bulkers and approximately 

50% of our tankers operated on medium- to 

long-term transportation contracts.

In dry bulkers, Capesize bulkers, the largest 

vessels in this division, saw the sharpest drop in 

freight rates. The drop was precipitated by the 

peaking out of iron ore and coking coal cargo 

volumes from the outset of 2011 due to bad 

weather in the loading ports of Brazil and 

 Australia. Another underlying factor was a large 

net increase in vessel supply, which was more 

than double the growth in demand. This happened 

despite the scrapping of vessels and use of slow 

steaming to counter the delivery of some 250 

vessels during 2011.

In tankers, a total of 63 Very Large Crude Oil 

Carriers (VLCCs) were delivered in 2011. Consid-

ering the effect of scrapping and slow steaming, 

the net increase in vessels was not that severe. 

Nevertheless, VLCC rates dropped more than 

expected. My feeling is that there were psycho-

logical factors at work, with the market assuming 

that the shale gas revolution would cause oil 

transport to the U.S. to peak out. In fiscal 2011, 

China instead of the U.S. drove transportation 

demand by importing crude oil from distant loca-

tions such as West Africa. But with transportation 

to China there are many special schemes that 

bypass the market, so this demand did not boost 

freight rates in any meaningful way.

MOL’s performance is susceptible to foreign 

exchange rates, bunker prices, transportation 

volume, freight rates and other factors. In addi-

tion, freight rates are affected by various condi-

tions, such as vessel supply, trade volume, and 

the economies of countries that support trade. 

These factors ordinarily make our business one 

where it is extremely difficult to forecast earnings 

one year out at the beginning of a period. That 

said, freight rates (and charter rates) in fiscal 

2011 for containerships, dry bulkers and tankers 

were far off our forecasts. I deeply regret the 

concern this may have caused our stakeholders. 

Naturally, we have to endeavor to improve the 

accuracy of our forecasts. But fiscal 2011 was a 

year we were given a painful reminder of the 

necessity to also increase the stability of busi-

nesses by controlling volatility in fields where 

fluctuations in market rates can pose a high risk 

for earnings on the downside.
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 Surmounting Challenges in 
Fiscal 2012

Ordinary Income Forecast at 
¥10.0 Billion
In our 2011 annual report, I stated that we had 

not given up on achieving our ¥150.0 billion target 

for ordinary income for fiscal 2012, the final year 

of GEAR UP! MOL. However, given our substan-

dard performance in fiscal 2011, the yen’s nag-

ging strength, and the continued deliveries of 

large numbers of new vessels, we have sharply 

revised down our ordinary income forecast for 

fiscal 2012 to ¥10.0 billion.

I am disappointed that we had to substantially 

lower our target by ¥140.0 billion. The fact is, 

however, that our operating environment has 

undergone remarkable change from three years 

ago when we formulated our plan. Back then, we 

assumed a yen-U.S. dollar exchange rate of ¥90. 

Our assumption for fiscal 2012 is ¥82. With 

bunker prices, we have changed our assumption 

from US$500 per MT in our original plan to 

US$710 per MT. Changing these two variables 

alone lowers our earnings by close to ¥60.0 bil-

lion. The remaining ¥80.0 billion of the downward 

revision is accounted for by reduced freight rate 

expectations for the majority of spot operated 

vessels, differences in fleet size and cargo 

volume, and changes in earnings from consoli-

dated subsidiaries, among other factors.

In fiscal 2012, our biggest theme is first to 

make sure we achieve our ¥10.0 billion ordinary 

income target and thus return to profitability. To 

this end, we must skillfully control volatility caused 

by the market downturn. In this “ PRESENT” sec-

tion, let me discuss our forecasts for our three 

main divisions and measures we have planned for 

the year.

(1) Containerships

The 2011 war of attrition plunged containership 

companies around the world back into the red. 

Having experienced large losses twice since the 

Lehman Shock, all companies at last realized that 

trade volume itself will not increase even if rates 

are lowered and futile rate-based competition will 

Analysis of Difference with FY2012 Ordinary Income Forecast 

(¥ billions)

FY2012
Initial Forecast

(Announced April 2012)

10.0

Other 
(Incl. consolidated 
companies, etc.)

Containerships 
(Other than exchange 
rate and bunker price)

Cost reductions

Difference in dry bulker 
and tanker rates 
(non-consolidated only)

Bunker price

Exchange rate

GEAR UP! MOL
Forecast at announcement
(Announced March 2010)

150.0

Revised Assumptions for FY2012  
Ordinary Income Forecast

As of March 
2010

As of April 
2012

Exchange Rate (¥/US$) 90 82

Bunker Price (US$/MT) 500 710

Capesize Charterage 
(Spot Rate per Day) US$35,000 US$17,000
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Ordinary Income (Loss) by Consolidated Segment 

(¥ billions)
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FUTURE
only leave beaten-up companies behind in the 

market. Since the beginning of 2012, we have 

seen mainly major European shipping companies 

review their priority on market share and switch to 

strategies that prioritize freight rate restoration and 

profitability. While trade volume is by no means 

strong due to the protracted European debt crisis, 

some gains have been made in restoring freight 

rates, mainly on Europe routes. They are slowly 

seeing evidence that business volatility can be 

overcome to a certain degree if they make level-

headed judgments, exercise self-control and pos-

sess a strong will.

The formation of groups of industry players 

since 2011 through 2012 has brought some 

stability to the containership industry. For its part, 

MOL joined the newly formed The G6 Alliance in 

March 2012 on Europe routes. Previously, MOL 

provided services on Europe routes as part of a 

three-company alliance. The expansion into a 

six-company alliance has enhanced our market 

presence and increased customer convenience, at 

the same time as mitigating the risk exposure of a 

single company.

The delivery of ultra-large containerships with 

capacity of more than 10,000 TEU is expected to 

continue through around 2014, meaning the 

containership industry will still experience some 

supply-side pressures. Under these conditions, 

we must not aim to achieve high utilization by 

blindly lowering freight rates. Rather, while main-

taining rates that support business continuity, we 

should conduct marketing that regards a target of 

70–80% utilization as sufficient and reasonable if 

trade volume is not sufficient. This year compa-

nies seem to be adjusting supply. However, we 

must watch carefully whether freight rates can be 

maintained after the fall when trade volume typi-

cally starts to drop due to seasonal factors. The 

result will be the litmus test that will likely deter-

mine the direction of the containership industry 

over the next few years.
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(2) Dry Bulkers

Dry bulker deliveries will peak in 2012, resulting in 

some easing of supply-side pressures from 2013 

onward. On the demand side, dry bulker transport 

demand is expected to remain firm for iron ore, 

coal, grains and other cargo, particularly from 

emerging markets. As the light at the end of the 

tunnel grows brighter after a period of vessel 

oversupply, the sentiment of market participants 

should improve. This should lead to a recovery in 

market conditions in the latter half of 2013.

Our urgent task is, therefore, to get through 

this year. That is why we recently announced that 

we would be reducing our more than 100-strong 

fleet of Capesize bulkers by 10 to 20 vessels 

through scrapping or cold lay-ups. All of the tar-

geted vessels operate on the spot market, which 

enables us to control volatility by reducing the 

proportion of spot vessels in our portfolio. As a 

major player among dry bulker operators, I believe 

we have demonstrated leadership by acting to 

improve the supply-demand balance.

(3) Tankers

VLCC deliveries will peak before the end of 2012. 

We expect market conditions to improve from 

2012 based on the expected withdrawal of 

VLCCs aged 15 years or older as charterers show 

a preference for high-quality vessels, and on an 

increase in ton miles as supply sources diversify 

due to instability in the Middle East. Meanwhile, 

with product tankers, since there will only be a 

slight increase in supply from this year, if eco-

nomic conditions improve a little more, we could 

see a resumption in international arbitrage and an 

upturn in rates.

As one action to combat volatility in the tanker 

division, through March 2012 we became the first 

company in the world to scrap double-hulled 

VLCCs, amounting to four in total. This action, 

taken before the aforementioned Capesize bulk-

ers’ reduction, showed our uncompromising com-

mitment to confront market conditions as the 

largest VLCC fleet operator. In another measure, in 

a bid to improve earnings of VLCCs operating on 

the spot market, we established Nova Tankers A/S 

as a VLCC pool management company together 

with four other companies, including Maersk Tank-

ers. This company began operations in February 

2012. By the end of December 2012, the com-

pany aims to manage approximately 50 VLCCs on 

the spot market, including about 10 VLCCs that 

MOL contributed to the pool, raising convenience 

for customers and profitability for the partners 

through greater operational efficiency. Through 

these measures we will ride through the period until 

the VLCC market recovers.

The measures I have outlined in these three 

divisions cannot be taken by just any company. Not 

just any company can form alliances and pools of 

vessels. Indeed, the safe operation levels and finan-

cial soundness of the participating companies must 

be of a certain level to win the support of custom-

ers. This is particularly true in VLCCs because the 

oil majors are the customers and they have very 

strict safe operation requirements. A sound financial 

position is also essential for fleet reduction because 

scrapping vessels purchased at high prices will 

result in losses. You must have surplus sharehold-

ers’ equity to enable you to absorb losses without it 

heavily impacting financial ratios. We were able to 

take the above actions without problems because 

we are one of the most reliable and trusted compa-

nies in the industry in terms of safe operation, 

financial soundness and customer base.

Besides the three divisions above, we expect 

that fiscal 2012 will see a major recovery in car 

carriers, where earnings dropped in fiscal 2011 

due to the impact of the Great East Japan Earth-

quake, and highly stable profits in LNG carriers 

centered on long-term contracts. Another area we 

expect benefits is cost cutting, which is an annual 

theme these days. In fiscal 2012, we plan to cut 

costs by ¥25.0 billion, with actions centered on the 

expanded and extended use of slow steaming. This 

will bolster our profits further.
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Progress with GEAR UP! MOL
While our second- and final-year results and 

forecast of GEAR UP! MOL are far below the 

original plan, we have made steady progress in 

qualitative terms.

(1)  Accelerated Development in Growth 

Markets

One of the most important themes for our current 

midterm management plan is to capture trade to 

and from emerging markets, where growth is 

expected to be the highest among all the world’s 

ocean transport markets. Since last year through 

this year, we have relocated our sales and opera-

tions bases to Singapore for LR1 product tankers, 

large LPG tankers (VLGCs), and free VLCCs*. 

Similarly, we have decided to transfer the main 

team of Tokyo Marine Co., Ltd., which runs our 

chemical tanker operations, to Singapore in the 

fall of 2012. What’s more, we have changed the 

jurisdiction of operation for some free Capesize 

bulkers to Singapore.

The containership division has gradually 

moved its sales and operating bases offshore 

over the past decade or so. As a culmination of 

this, in the summer of 2012 most of the staff left 

in Tokyo were moved to our Hong Kong base, 

creating a system where the General Manager of 

the Liner Division stationed in Hong Kong leads 

the entire division.

We think that it will afford us an advantage in 

winning business to be close to customers in hub 

cities in the fast-growing Asian region, such as 

Singapore and Hong Kong.

* Free VLCCs have been allocated to the Nova Tankers pool.

(2) Safe Operation

For an ocean transport company, safe operation is 

the most basic of requirements for obtaining cus-

tomers’ trust. In our current midterm management 

plan, we made becoming “the world leader in safe 

operations” a key theme. To this end, we are 

promoting efforts to make our safety processes 

more visible, as well as promoting the “4 zeroes” 

for preventing serious marine incidents, oil pollu-

tion, fatal accidents, and cargo damage.

Worsening profitability due to lower freight 

rates has seen some ocean transport companies 

drop their transportation standards. We have 

chosen to work hard toward our safe operation 

targets without being influenced by our business 

results. These efforts and our commitment have 

been highly recognized by customers. More and 

more customers want a shipping company they 

can place their full confidence in. I believe we are 

in the most advantageous position of all ocean 

transport companies when doing business with 

resource majors, power and gas companies, oil 

companies and others because they are sensitive 

to safe operation levels. MOL’s level and systems 

in terms of vessel management, safe operation, 

and personnel recruitment, education and training 

in LNG carriers and VLCCs is recognized as top-

class. This reputation has helped win business 

contracts, and more will come.

Our efforts in respect of safe operation will 

never end. We recognize there are still many 

issues to address. We are never satisfied with the 

status quo, always believing that we must never 

stop in our efforts to raise safety even if only by a 

small fraction. In the future, I want to create an 

unshakable position as the industry No. 1 in the 

transport of LNG and other energy supplies in 

particular by refining the “Safe Operation of MOL 

Brand.” In this drive, we will also give consider-

ation to vertical integration through M&As of 

vessel management companies.
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Ocean Transport Management in 
an Age of Low Ship Prices
I believe the world ocean transport industry has 

entered an age of low ship prices due to dramatic 

expansion in shipbuilding capacity. Until now, 

ocean transport companies have pursued a busi-

ness model whereby they ordered the types of 

vessels they expected to have a promising future, 

enjoying the benefits from the tailwind of higher 

freight rates. But, this model cannot be expected 

to deliver gains going forward. At present there is 

more than enough shipbuilding capacity, meaning 

that many new vessels of promising types can 

soon be built at low prices. As a consequence, 

there will be very few cases where freight rates 

rise sharply because of tight supplies.

That said, I don’t believe an era of low ship 

prices is simply a headwind proposition for man-

agement of ocean transport companies. Regretta-

bly, MOL’s fleet includes high-cost vessels 

ordered before the Lehman Shock. By good luck, 

their number is limited, so we are able to use 

some of our shareholders’ equity to deal with 

them. Once we have dealt with high-cost vessels, 

we can do many things, even in an era of low 

ship prices. By operating various types of vessels, 

we can raise customer convenience. We can 

match contract conditions and periods in terms of 

both cargo transport contracts and vessel pro-

curement (ownership and chartering) to control 

risks. Then, I think it’s possible for us to secure a 

certain level of stable profits. To understand this 

assertion with ease, I think it’s best to imagine 

what a new shipping company would do if it were 

established today. In MOL’s case, we will operate 

our dry bulker and tanker spot business in line 

with this way of thinking.

Growing Highly Stable Profits
We cannot be satisfied with industry-average 

earnings if we are to meet the higher expecta-

tions of our shareholders, investors and other 

stakeholders. In the 2000s, we generated large 

earnings on the spot market for dry bulkers and 

tankers. But we must now change our strategy 

to stay in step with the times. What we must 

focus on going forward is expanding highly 

stable profits.

RISING ABOVE ADVERSITY
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PAST PRESENT 
Creating the Next 5 or  
10 Years

Transition of Ship Prices 
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We define highly stable profits as profits 

derived from medium- and long-term transporta-

tion contracts in the ocean transport field and 

profits generated from real estate and other busi-

nesses with a highly stable nature. Our profit 

maximization strategy has been to secure these 

highly stable profits, and at the same time accu-

mulate earnings from operating vessels on the 

spot market. While there will be no fundamental 

change in this approach, we will promote man-

agement with a greater emphasis on the expan-

sion of highly stable profits, because we cannot 

expect large profits from spot contracts in an era 

of low ship prices.

This following is how I plan to develop our 

operations in each field.

(1)  Capitalizing Fully on Our Strength as 

the Leading LNG Carrier Company

I have the highest expectations for the LNG car-

rier division in terms of delivering more highly 

stable profits. MOL is the world’s largest operator 

of LNG carriers, with approximately 70 vessels at 

present. Our transport quality and stable services, 

which are underpinned by safe operation that 

aims to become the world leader, have been rec-

ognized in Japan and overseas. Shipping compa-

nies with sound financial positions have won 

increasing support amid the industry downturn. 

Our safe operations and sound balance sheet 

have increased our presence among customers as 

the shipping company of choice.

LNG demand will most likely increase going 

forward, in part due to an accelerated global move 

away from nuclear power generation after last 

year’s Great East Japan Earthquake. At present, 

Japanese electricity and gas companies are plan-

ning to increase LNG imports and they are push-

ing ahead with the procurement of vessels for this. 

Moreover, projects for producing LNG, such as 

the Ichthys Project off the coast of Australia, are 

conducting international tenders for obtaining 

vessels for export. These trends provide us with 

an opportunity to leverage our flexibility and pro-

posal ability unique to the world’s largest LNG car-

rier operator, not to mention our reputation for safe 

operation and financial base. We are actively 

approaching customers on both the import and 

export ends, and believe that we can win a dozen or 

so contracts.

Along with focusing on sales activities for winning 

long-term contracts, we intend to further cement 

our industry-leading position by expanding our LNG 

carrier fleet to around 110 vessels in 2020.

(2)  Developing Offshore Businesses as a 

New Pillar of Highly Stable Profits

I have the same level of expectations for offshore 

businesses, which are connected with seafloor oil 

and gas field development, as I do for LNG carri-

ers. This is a promising growth field because of 

rising global energy demand. It is also a field where 

we can leverage our years of experience in tankers 

and LNG carriers. We have actually had our eyes 

on this field for some time. In 2010, we became 

the first Japanese shipping company to invest in an 

FPSO (Floating Production, Storage and Offloading 

unit) charter project. In March 2012, we decided to 

invest in our second FPSO charter project. Both 

projects involve long-term contracts with Brazil’s 

national oil company, Petrobras. We are now look-

ing for our third and fourth projects. Contracts in 

the FPSO business are typically for 10 to 20 years, 

so you can see why we are determined to develop 

these businesses into a new source of highly stable 

profits for MOL.

FSRUs (Floating Storage & Regasification Unit) is 

another business we are targeting for the same 

reason. These units regasify LNG offshore, and 

send it to land by pipeline. Various regions are plan-

ning FSRU projects because of rising power demand 

in emerging markets. Here we can effectively utilize 

our LNG carrier operation and loading experience. 

We can also reuse old LNG carriers in this field. For 

these reasons, we will actively take part in business 

discussions to secure new contracts.

RISING ABOVE ADVERSITY

FUTURE
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(3)  Pursuing the Advantages of Being a  

Survivor in Tankers

Spot rates for tankers remain at a low level due to 

the vessel supply glut. Nevertheless, I see the 

tanker business as an attractive sector with pros-

pects for steady growth. The nature of the cargo 

makes this a field that demands safe operations 

like LNG carriers. Oil majors, major customers in 

this field, in particular are imposing increasingly 

strict demands in terms of safe operation and 

transport quality. Shipping companies are leaving 

this sector one after another because they cannot 

live with these taxing demands. The barrier to 

entry is thus higher than ever. Companies that can 

respond to these demands, however, stand to 

benefit as industry survivors. With customers also 

placing increasing importance on financial sound-

ness in selecting a tanker company, MOL’s relative 

competitiveness is increasing as other companies 

lose financial strength in a depressed market.

MOL boasts the world’s largest tanker fleet. It 

is also a well-balanced one made up of oil tankers, 

product tankers, chemical tankers, and LPG tank-

ers. With there being a certain level of demand for 

medium- and long-term contracts on the part of 

customers, especially in respect of VLCCs, we are 

endeavoring to build up highly stable profits by 

demonstrating that we can provide detailed ser-

vices to meet customer needs because of the 

certain size of fleet we have, as well as our safe 

operation and sound balance sheet.

(4)  Capturing Customer Needs in Dry 

Bulkers

In the dry bulker field as well, some customers are 

looking to secure a certain position in terms of 

ships over the medium to long terms for transport-

ing iron ore and coking coal for steelmaking, ther-

mal coal for power generation, and wood chips for 

papermaking. We have built strong relationships 

and a high level of trust over many years in this 

field with Japanese and Chinese steelmakers, as 

well as resource majors, and Japanese power, 

papermaking and other companies. Looking ahead, 

we will work all out to secure existing medium- and 

long-term contracts, while also actively making 

proposals. We will propose transport services that 

sufficiently take into consideration customers’ cir-

cumstances such as port of use and loading facili-

ties, and proposals for next-generation vessels with 

low fuel consumption and environmental impact 

based on cooperation with shipbuilders.

(5)  Striving for Dramatic Growth Overseas 

in Real Estate Operations

Our real estate business, which centers on Daibiru 

Corporation, is a field completely divorced from the 

risk of the shipping industry. In this sense, it has a 

firm presence in the context of generating highly 

stable profits. In the past, Daibiru has focused on 

Japan. But having advanced into Vietnam in 2011, 

Daibiru is expected to build its earnings by devel-

oping its business more in Asia going forward.

So the above are businesses that generate 

highly stable profits. In fiscal 2012, we plan to 

generate ¥50.0 billion in earnings from them. We 

also plan to change the share of earnings consti-

tuting highly stable profits in the years ahead, but 

at the minimum we want to generate the same 

level of highly stable profits as in fiscal 2012.

Car carriers is not included in the group of busi-

nesses that deliver highly stable profits at present. 

However, if you look beyond abnormal occurrences 

such as the Lehman Shock and the 2011 Great 

East Japan Earthquake, car carriers is a field that 

can be expected to generate a certain level of 

stable earnings. With global auto sales projected to 

grow steadily, we can expect to see a further 

increase in vehicles transported by sea, helped 

also by geographical expansion of the countries 

that produce or consume automobiles. It takes 

sophisticated knowhow to transport high value-

added cargo like automobiles without damage. For 

all these reasons, the car carrier business remains 

a promising field for me.
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Revamping the Ocean Shipping 
Portfolio
Changing the Focus From Dry Cargo to 

Liquid Cargo

Following our fall into the red in fiscal 2011, some 

shareholders and investors suggested that our 

portfolio management failed to function. But, I 

think our portfolio management was effective. It’s 

true that our results worsened as freight rates 

slumped for dry bulkers, tankers and container-

ships at the same time. However, it is worth 

remembering that we generated ¥55.0 billion in 

highly stable profits in fiscal 2011 from 70% of 

our dry bulkers and 50% of our tankers that oper-

ate on medium- to long-term contracts, as well as 

from mostly long-term contracts for LNG carriers 

and our real estate operations. These highly stable 

profits enabled us to contain the loss within a 

certain range.

The essence of portfolio management in a 

business focused on ocean transport is to operate 

various types of vessel, while identifying the types 

of vessel with strong prospects based on informa-

tion obtained from global markets and strategically 

concentrating investments on those vessels. Bold 

decisions are required for this. In the past, we 

earned large profits by strategically expanding our 

fleet of dry bulkers based on expectations that 

economic growth in emerging markets would 

spawn enormous transport demand.

I regard it as a point for reconsideration that we 

have placed too much reliance on dry bulkers. One 

of the reasons we lowered our midterm manage-

ment plan target is that we could not respond to 

the downward cycle quickly enough. Here I would 

like to revisit the essence of portfolio management, 

discuss how we plan to select vessel types with 

growth prospects and focus investments on them.

With the advent of an era of low ship prices, 

the dry bulker business is becoming commod-

itized. That being the case, in dry bulkers we will 

selectively invest in vessels supported by long-

term contracts and vessels targeting niche 

business. At the same time, our investment priority 

will shift to fields where we can more clearly display 

our strengths, fields with high growth prospects and 

that are connected with liquid cargo—namely LNG 

carriers, offshore businesses and tankers. In a word, 

we will shift our focus from dry cargo to liquid cargo.

In portfolio management, dispersion of transport 

contract periods carries the same importance as 

fleet composition. For the time being we intend to 

raise the proportion of vessels operating on 

medium- to long-term contracts and limit spot con-

tracts. The important thing from this perspective is 

to always consider the balance between highly 

stable profits and earnings from spot market opera-

tions. That is, we need to restrict the total risk expo-

sure on the spot market, within the range that can 

be covered by highly stable profits. I call this thinking 

Total Risk Management and I have instructed all 

division heads to practice it.

There’s a third axis to our marine transport port-

folio management. This is to disperse risk in vessel 

procurement. Each division must consider the nature 

of the cargo, characteristics of vessels, whether a 

transport contract is attached, customer and sales 

information, and other factors when procuring ves-

sels. Taking into account those factors, divisions 

must try to diversify methods of ship procurement, 

so we have a mixture of MOL ownership, joint ven-

ture ownership, charters, leases and so forth. With 

chartered and leased vessels, we have a variety, 

ranging from short-term contracts of around 1 year 

to long-term contracts exceeding 20 years.

In this context, we have lowered the share of 

owned vessels and long-term charters in container-

ships to 60%. We have therefore already put in 

place a structure for enabling us to respond to a 

fall in demand of a certain level. On Europe routes, 

it is vital to introduce ultra-large vessels with capac-

ity over 10,000 TEU from a competitiveness stand-

point. By fully utilizing The G6 Alliance framework, 

we can limit our investments within a certain range, 

while benefiting from low unit costs yielded by 

ultra-large vessels.
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So from these various perspectives, we will 

build a volatility-resilient portfolio by ordinarily 

pursuing the optimal portfolio shape. Our portfolio 

management will continue to evolve in response 

to changes in our operating environment.

Next Midterm Management Plan 
and Fleet Expansion Plan
This fall we will begin the process of formulating 

our next three-year midterm management plan 

covering the period from fiscal 2013 to fiscal 

2015, which I hope to announce in March 2013. 

We will discuss and decide on the main theme 

and other aspects of the plan internally. But, as 

with the current plan, the main thrusts will most 

likely be further enhancing our strengths in terms 

of safe operation and our financial basis, captur-

ing growing trade from emerging markets, and 

building up highly stable profits, a point I have 

stressed in this annual report.

Our fleet plans are no doubt of considerable 

interest to readers. When we announced our 

current plan we projected a fleet of 1,050 vessels 

by March 31, 2013. We are now projecting only 
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around 950 vessels, reflecting the tightening of 

investments after the downturn in marine transport 

market conditions, and the reductions of Capesize 

bulkers, VLCCs and other vessels.

Also when we announced our current plan, we 

suggested we might add a total of 160 new ves-

sels between fiscal 2013 and fiscal 2015. At this 

stage we have not ordered even half these vessels, 

and our investments going forward will mainly focus 

on vessels that can generate highly stable profits.

Shareholder Returns
An important theme entrusted to management is to 

continuously raise MOL’s corporate value by opti-

mally allocating operating cash flows to shareholder 

returns, capital investments and financial base 

enhancement. We aim to maintain the consolidated 

dividend payout ratio at 20%, and will look at rais-

ing it to around 30% over the medium and long 

term. I believe that it is ideal to maintain stable 

dividends. At this stage, however, we have not 

decided on the planned dividend per share for 

fiscal 2012, given the large number of variables 

and uncertainties in our operating environment.

Details of Fleet Expansion Plan
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GEAR UP! MOL (FY2010–FY2012)
Fleet scale at 
the end of 
March 2010

(Result)

Fleet scale at 
the end of 
March 2011

(Result)

Fleet scale at 
the end of 
March 2012

(Result)

Fleet scale at 
the end of 
March 2013

(Forecast)

Vessels to join 
MOL fleet

Vessels to join 
MOL fleet

Vessels to join 
MOL fleet

FY2010 (Result) FY2011 (Result) FY2012 (Plan)

Bulkships Fleet Scale 755
60

766
32

789
36

790
 New vessel launching

Dry Bulkers Fleet Scale 375
25

374
16

392
24

390
 New vessel launching

Tankers Fleet Scale 195
21

206
4

200
6

200
 New vessel launching

LNG Carriers Fleet Scale 76
2

72
0

69
1

70
 New vessel launching

Car Carriers Fleet Scale 109
12

114
12

128
5

130
 New vessel launching

Containerships Fleet Scale 101
9

104
9

115
5

110
 New vessel launching

Others Fleet Scale 49
2

47
0

50
3

50
 New vessel launching

Total Fleet Scale 905
71

917
41

954
44

950
 New vessel launching

Notes: 1)  “Fleet scale” at the end of each fiscal year shows the total number of owned vessels (including those owned by joint ventures) and chartered vessels 
(both on long-term and short-term charters).

  2)  “New vessel launching” to join MOL fleet shows the total number of owned vessels (including those owned by joint ventures) and long-term 
chartered vessels (over 5 years) delivered in each fiscal year.

  3)  “Fleet scale” at the end of each fiscal year plus “Vessels to join MOL fleet” during the following fiscal year do not necessarily make “Fleet scale” at 
the end of the subsequent fiscal year, as “Fleet scale” also reflects changes in the number of vessels due to sales, redeliveries, and fluctuations of 
short-term chartered vessels (less than 5 years).
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