
Investment Plans and Outlook for Cash Flows
Under our new management plan, we are projecting total 
cash flow from investing activities to reach a net outflow of 
around ¥400 billion over the next three years (excluding 
investment in the containership business integration). Of this, 
¥250 billion is planned for existing projects and ¥150 billion 
for new projects. The new projects will be further selected 
with greater scrutiny, giving consideration to the status of 
operating cash flow. In our medium-term management plans 
of the past, the investment plan amount was based on the 
investment that would be decided in the three years covered 
by the plan. However, the figures in the new plan are based 

on the amounts actually to be paid and reflected in the cash 
flow statements for the period. This concept was adopted in 
line with “pursue business models focused on cash flow” as 
stated in the new plan. To achieve Innovation of the Business 
Portfolio, we will concentrate investment in businesses that 
can generate relatively stable profits and where the Com-
pany can leverage its strengths. Those businesses include 
chemical tankers, methanol tankers, terminals, logistics, and 
ferries and coastal RoRo ships, in addition to LNG carriers and 
offshore businesses, which have also been main investment 
targets in the past few years.
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FY2017–2019 Investment Cash Flows (Three-Year Total) Excluding invest in the containership joint venture

Meanwhile, net cash provided by operating activities for 
fiscal 2017 and 2018 is not expected to cover cash flows from 
investing activities, resulting in negative free cash flow over 
these two years. This is a tough situation, but we believe that 
we need to invest around ¥100 billion each year to maintain 
our business scale and achieve further growth. We also need 
to achieve positive free cash flow from fiscal 2019 onward by 
lifting our profit levels through the current strategies while at 
the same time rigorously selecting investments necessary for 
ensuring stable profits in the future. An internal hurdle rate 
for investments has been set with profit margins that will 
enable an envisaged medium-term ROE of 8 to 12%. We will 
also focus on cash flow generation capability when making 
investment decisions.

Fund Procurement
We don’t anticipate any issues with procuring funds for capi-
tal investment through borrowings from financial institu-
tions. We have established good relationships with financial 
institutions and our investments over the next three years 
will be mainly in blue chip projects that are backed by stable 
revenues over the long term.

In addition, in October 2016, we undertook a large-scale 
fund procurement in the form of hybrid loan*. The hybrid loan 
by its nature has helped to shore up MOL’s financial strength, 
which had been influenced by implementing the Business 
Structural Reforms. The loan can also be effectively utilized to 
fund meticulously selected investments. As we prepare to 
take bold steps under the new management plan to return 
to a growth trajectory, we have succeeded in conducting a 
large-scale fund procurement with favorable conditions.
*  Long-term bank loans that are treated as borrowings in accounting terms, 

but a portion of which are treated as capital surplus by financial institutions 
and ratings agencies assessing the Company’s debt.
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Highly stable profits: Dry bulkers/Tankers (medium- to long-term contracts), LNG carriers/Offshore businesses, and Associated businesses
Other variable profits (losses): Dry bulkers/Tankers (spot operations), Car carriers, Containerships, Terminals & Logistics, and Ferries/Coastal RoRo ships

Roadmap to Improving Other Variable Profits (Losses)

FY2017: Losses will continue
Containership profitability has yet to improve significantly.
Assume a sluggish recovery in the dry bulker market.

FY2018: Get closer to the breakeven point
Synergies from the integration of the containership business will be partly realized.
Expand the scale of operation in the chemical tanker and logistics businesses.

FY2019: Restore profitability of several tens of billions of yen
Significantly improve profitability in the containership business.
Increase profits in the chemical tanker, logistics and ferry businesses.
The dry bulker market will likely recover to some extent.

(¥ billion)
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Financial Foundation
Due to the slump in profit levels in the recent few years, the 
Company’s equity ratio deteriorated to around 26% and its 
gearing ratio to nearly 2.0 at the end of fiscal 2016. As we are 
expecting negative free cash flow for the next two years, the 
gearing ratio is unlikely to improve; however, we will strive to 
prevent it from deteriorating further by pursuing a business 
model that can mitigate cash outflows, such as utilizing 
chartered-in and second-hand vessels.

As the synergy effect of the containership business inte-
gration emerges and our highly stable profits expand, we 
believe that our ordinary profit, ROE, and gearing ratio tar-
gets, which are projected in medium-term levels, will be well 
within reach. As we accumulate profits, we will restore our 
equity.

Medium-Term Profit Levels and Key Financial Indicators

Projected medium-term levels

Ordinary profit ¥80.0–100.0 billion

ROE 8–12%

Gearing ratio 2.0 or less

¥250 billion ¥150 billion ¥400 billion
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Impact of Exchange Rates and Bunker Prices 
on Financial Results

As for exchange rates, our financial results are primarily 

impacted by the Japanese yen-U.S. dollar exchange rate. This 

is because freight revenues are primarily denominated in U.S. 

dollars while a certain portion of costs are in yen. In fiscal 

2017, we project that each ¥1-per-dollar change against the 

assumed ¥110-to-U.S. dollar yearly average exchange rate 

will have an impact of approximately ¥700 million in ordinary 

profit. (If the yen weakens, it will improve profitability.)

Turning to bunker prices, the yearly average price was 

assumed to be US$350 per metric ton, and we calculated at 

the beginning of the fiscal year that every dollar deviation 

would have an impact of ¥170 million. (If the price falls, it will 

improve profitability.) However, MOL will continue to strate-

gically utilize hedging in order to control the effect of fluctu-

ating bunker prices going forward. With the progress made 

in placing hedges, the degree of impact from fluctuating 

bunker prices will become smaller.

Status of Credit Ratings

MOL’s credit ratings are still under downward pressure, 

reflecting the impact on its financial standing due to the 

Business Structural Reforms and the protracted severe busi-

ness environment. We are exchanging information more 

closely with the credit rating agencies. With the aim of recov-

ering our credit ratings going forward, I think we need to 

steadily carry out the new management plan and improve 

our profit level. We also need to precisely explain our timeline 

and course to implement our growth strategies and improve 

our financial standing.

Under the new management plan, we are concentrating 

our investment on businesses that can generate stable prof-

its based on sound long-term transport contracts with highly 

credible customers, and on businesses where we can lever-

age the Company’s strengths. The ratings agencies have 

evaluated these investments as contributing to further 

growth and the accumulation of long-term highly stable 

profits.

Change in Reporting Segments

From fiscal 2017, we have changed our reporting segments. 

This change is in line with a newly established structure 

comprising three business units through the establishment 

of the Product Transport Business Unit in fiscal 2017, adding 

to the Dry Bulk Business Unit and Energy Transport Business 

Unit established in fiscal 2016. The change was also intended 

to help shareholders and investors acquire a deeper and 

more accurate understanding of the Company’s manage-

ment structure. As the officer responsible for finance, 

accounting and IR, I will work to engage in constructive 

dialogue with shareholders and investors through accurate, 

fair, and prompt disclosure.
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