
facilities in Brazil, and a 

cyclone in Western Australia. 

Trade volume finally started 

to bounce back in the spring 

of 2011, but a large number 

of new vessels hampered a 

full-fledged recovery of spot 

rates. Also the scrapping of 

vessels did not progress as 

expected because average 

market rates throughout 

2010 were not low enough 

to expedite scrapping. 

Accordingly, while we 

secured stable profits to a 

certain extent by obtaining 

new medium- and long-term 

contracts, our earnings fell 

year on year.

* The largest type of dry bulker, Cape-
size bulkers are used mainly to carry 
raw materials for crude steel produc-
tion, namely, iron ore and coking coal.

As of March 31, 2011, MOL 

operated 374 dry bulkers, 

which are broken down 

according to size and pur-

pose into a number of sub-

categories, including Capesize 

bulkers, Panamax bulkers, 

Handymax bulkers, Small 

Handy-size bulkers, wood 

chip carriers, heavy lifters, 

and short-range bulkers.

In this report, I will divide 

MOL’s dry bulker operations 

into two categories: iron ore 

and coking coal transporta-

tion, which is mainly driven 

by Capesize bulkers, and 

other dry bulk transportation 

conducted by smaller-size 

dry bulkers.

iron ore and Coking Coal 

transportation

In 2010, China imported 

slightly less iron ore, as it 

used more domestically 

produced ore, which 

became more cost competi-

tive due to the soaring price 

of imported ore. However, 

industrialized nations, nota-

bly Japan and EU countries, 

increased imports substan-

tially. The net result was 

high growth of 9% world-

wide. This was on a par with 

the past few years. Market 

rates were soft from the 

latter half of fiscal 2010 

though, mainly because of 

the aforementioned weather 

events. On the other hand, 

we can’t forget supply-side 

pressures with 213 new 

Capesize bulkers delivered 

in 2010. However, this pres-

sure should be eased 

somewhat by consistently 

strong demand from China. 

After importing 1.5% less 

iron ore, or 618 million tons 

in 2010, China looks set to 

increase iron ore imports in 

2011. The first 4 months of 

2011 showed a 9% year-on-

year increase and based on 

this we expect the country 

to import nearly 700 million 

tons in 2011.

The deluge in eastern 

Australia flooded open-cut 

mines and damaged port 

facilities and the railways 

used to transport coal to 

ports. By the end of March 

2011, port and railway infra-

structure had been restored. 

However, the mines were 

slow to fully recover, leading 

to lower shipments in the 

interim. Because of this, 

cargo owners elected to use 

Panamax and other vessels 

smaller than Capesize bulk-

ers because of smaller cargo 

volumes. This was one of 

the factors why the Panamax 

bulker market was relatively 

tight and resulted in freight 

rates for these vessels usurp-

ing Capesize bulkers. Robust 

market rates for Panamax 

bulkers were also under-

pinned by demand for ship-

ping grain, and for 

transporting coal to emerg-

ing markets.

Overview of Operations

The Capesize bulker VEGA DREAM anchored off the coast of Chiba, Japan.

fisCal 2010 resUlts

Market factors Weigh on 

earnings

Fiscal 2010 saw tumultuous 

movements in freight rates 

for Capesize bulkers as iron 

ore prices soared following 

the introduction of quarterly 

contract price renegotiations. 

Capesize bulker* rates hit a 

high of over US$59,000 in 

June 2010 on the spot 

market, before dropping to 

around US$12,000 the fol-

lowing month. Thereafter, 

they ranged from US$25,000 

to US$45,000 as market 

prices rebounded due to 

robust iron ore shipments 

from Brazil and other fac-

tors. That was until 

 December 2010 when spot 

rates temporarily dropped to 

under US$5,000 as cargo 

volumes plummeted. The 

precipitous drop-off in vol-

umes reflected the impact of 

flooding in the eastern part 

of Australia, heavy rain and 

maintenance to port loading 

Bulkships
dry bUlKers

MasafUMi yasUoKa
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other dry bulk 

transportation

Small and medium-sized 

vessels such as Panamax and 

Handymax bulkers handle a 

variety of cargo from iron 

ore and coal to grain and 

other minor dry bulk car-

goes such as steel products, 

cement, and fertilizer. In a 

relatively new market devel-

opment, China became a net 

corn importer and is also 

importing more soybeans. 

With India also importing 

more coking coal, these 

types of vessels have 

become a solid contributor 

to our earnings. Small 

Handy-size bulkers, mean-

while, carry a lot of steel 

products from Japan to 

China and other Asian desti-

nations and farther afield. In 

fiscal 2010, Japanese mills 

exported more than 40% of 

their steel production, 

making for a strong shipping 

market in this sector.

Wood chip carriers that 

come off contract with paper 

manufacturing companies 

are being used to transport 

soybean meal for feed use 

overseas, leveraging the 

strength of these vessels—

their large capacity. This is 

contributing to our earnings. 

However, wood chip carrier 

demand was hurt by the 

major earthquake and tsu-

nami that damaged a 

number of paper mills in 

Japan. Nevertheless, with the 

Chinese papermaking 

market growing, we see 

business growth opportuni-

ties ahead.

Steaming coal carriers saw 

increased demand created 

by the heat wave in Japan 

last summer and other fac-

tors. We expect these ves-

sels to be an even more 

stable profit contributor as 

we take delivery of vessels 

for which we already have 

long-term contracts in place 

and win other medium- and 

long-term contracts.

A Capesize bulker being loaded.

iMport/eXport area-
Wise World iron ore 
seaborne trade
(million tons)

Source: Clarkson
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looKing ahead

steady as she goes With 

fleet plan

The supply of new Capesize 

bulkers in the market is a 

cause for some concern. 

Following 213 vessels in 

2010, we expect a further 

240 new vessels to enter 

service in 2011. However, 

we are relatively upbeat 

about demand in our mar-

kets, especially with China 

expected to continue import-

ing iron ore in large vol-

umes, which we believe will 

help resolve the ship supply 

issue. China has a target of 

raising the urbanization rate 

from 47.5% to 51.5% under 

its 5-year plan from 2011. 

Achieving this goal will 

involve 10 million people a 

year relocating to live in 

cities. So, China will no 

doubt import more iron ore 

to build the homes to 

accommodate these people 

and other infrastructure. This 
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Panam
ax

ongoing demand should 

absorb the increased supply 

of ships. In 2010, mines 

were unable to supply 

enough iron ore to keep up 

with demand, and with iron 

ore prices remaining high as 

a result, China curbed 

imports. Looking ahead, 

however, we expect to see 

China increase imports as 

iron ore prices stabilize, 

partly as a result of mines 

increasing their output. 

Another positive factor is 

India. India harbors potential 

demand on the scale of 

China, but this will take 

some time to fully 

materialize.

On the other hand, the 

Capesize bulker market 

should see more vessels 

scrapped. In 2010, only 18 

vessels were actually 

scrapped, but 23 vessels 

had been already scrapped 

by the beginning of April 

2011. Considering this accel-

erated scrapping pace, we 

estimate that nearly 100 

Capesize vessels could 

potentially be scrapped and 

offset the impact of the 

supply increase of new 

vessels by just over 40%. 

And, if Chinese and South 

Korean imports remain 

robust, the rest of that 

impact will be covered to 

some extent, improving the 

market balance.

We had been expanding 

our Capesize fleet, with it 

reaching 109 vessels by the 

end of fiscal 2010. However, 

based on these market con-

ditions, we intend to take a 

conservative approach to 

ordering new Capesize bulk-

ers for the time being. 

Besides returning vessels 

after charter periods expire, 

we will scrap vessels aged 

25 years or older. As we will 

take delivery of about 10 

vessels each year that have 

already been ordered 

through fiscal 2012, we will 

see a net increase by only a 

few vessels in our Capesize 

fleet between fiscal 2010 and 

fiscal 2012.

We had 119 Panamax 

bulkers and smaller vessels 

in our fleet as of March 31, 

2011. Our plans call for this 

number to increase to 130 

by the end of fiscal 2012 to 

respond to growing demand.

Safe operation is one of our 

biggest targets as a company. 

SMALL HANDYSIZE
(10–39,000dwt 2,610 ships)

15–19
205

8%

25+
1,168

44%

20–24
124

5%

0–14
1,113

43%
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194

10%
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260

14%
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12%
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15%

20–24
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8%
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CAPESIZE
(100,000dwt–1,201 ships)

15–19
198

16%

25+
75

6%

20–24
112

9%

0–14
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69%

 Age 
No. of ships 

Portion

Source: Clarkson

World dry bUlKers age profile
(as of MarCh 2011)

I have been visiting vessels 

more often to listen to the 

views of seafarers and 

reflecting their feedback in 

safety measures as much as 

possible. Under the watchful 

eyes of the Safety Operation 

Supporting Center, we are 

managing the movement of 

all MOL-operated ships on a 

24-hour basis. Safe operation 

will continue to set our oper-

ations apart going forward. 

And ISHIN-III, our concept 

eco-friendly large-scale iron 

ore carrier which is under 

joint development with a 

shipbuilder, aims to cut CO2 

emissions by 30%. It should 

also help us immensely to 

remain economically com-

petitive amid rising bunker 

prices.
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dry bUlKers

Dry bulkers transport large volumes of solid bulk cargoes that are not 

 individually packed. They carry a diverse range of cargo, ranging from iron 

ore and coal, to grains, other types of minerals, wood (logs and lumber), 

wood chips, cement (bulk and bagged) and salt.
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end of 2010. The re-entry 

around July of vessels which 

were commissioned for stor-

age use also led to an 

increase in supply of ships. 

However, given the total 

number of vessels on the 

market (548 at March 31, 

2011), this net increase wasn’t 

of such a level as to cause a 

large decline in freight rates.

In step with global eco-

nomic recovery, oil consump-

tion worldwide in 2010 was 

87.9 million BD*, representing 

a year-on-year increase of 

3.5% and a new record high. 

China, in particular, saw crude 

oil import volume increase by 

40 million tons, to 240 million 

tons on an annual basis. 

 China’s imports came not only 

from the Middle East, but also 

included an increase in long-

distance transport from West 

Africa and South America, 

stimulating sharp growth in 

VLCC ton-mile demand.

* BD: barrels/day

Given the increased 

demand, why have market 

prices stagnated? The only 

conceivable answer is that 

psychological factors among 

many factors that could sud-

denly trigger an escalation in 

tanker freight rates. Accord-

ingly, MOL’s fleet plan, which 

calls for replacing aging ves-

sels and having a 220-tanker 

fleet by the end of fiscal 2012, 

remains unchanged from our 

midterm management plan 

announced in March 2010.

In tandem with growth in oil 

demand, the market itself is 

undergoing a massive transfor-

mation. Among the factors 

driving this change are 

attempts by charterers to 

shorten contract terms. Other 

dynamics are growth in poten-

tial customers, especially from 

oil-producing nations outside 

the Middle East and new oil 

importing markets. MOL is 

responding to these changes 

and will broaden the market 

with the provision of high-

quality, flexible services. To 

this end, we are looking to 

further expand our operating 

fleet, and at the same time, to 

reinforce our overseas network 

by expanding and developing 

bases in South America, the 

Middle East, and other regions.

For cargo owners, the most 

critical theme bar none is safe 

operation. MOL has long put 

extensive emphasis on sea-

farer training and ship man-

agement. To build on this 

structure, we have created a 

Tanker Safety Management 

Office as part of our head-

quarter organization. Cen-

tered on this office, we have 

reinforced a structure for 

integrated management oper-

ations with Group ship man-

agement companies in 

Singapore and London. These 

efforts will also include sales 

support, and eventually lead 

to the establishment of an 

“MOL Brand” synonymous 

with all-round safety and 

high-quality vessels.

fisCal 2010 resUlts

recovery in oil demand, 

freight rates lag

In fiscal 2010, we aimed to 

bounce back from our operat-

ing loss in fiscal 2009. Unfor-

tunately, market conditions 

failed to improve, remaining 

depressed as a whole, and as 

a result we recorded an oper-

ating loss for the second 

consecutive year.

VLCC* freight rates held 

relatively firm from the outset 

of 2010. However, freight 

rates dropped again prior to 

summer, leaving levels for 

fiscal 2010 low overall. This 

outcome came despite a 

momentary spike in the 

World Scale** for VLCCs to 80, 

reflecting demand during the 

winter months.

* VLCC: Very Large Crude Oil Carriers
** World Scale (WS): the freight rate 

index for oil transportation by sea

In terms of VLCC supply, 

while 55 new double-hulled 

tankers were delivered in 

2010, 40 single-hulled tankers 

were withdrawn from the 

market either through scrap-

ping or conversion to another 

vessel type. This resulted in a 

net increase of 15 ships at the 

shipowners on the spot market 

appear to have outweighed 

the facts surrounding the actual 

 supply- demand balance.

As of March 31, 2011, the 

MOL Group’s fleet consisted of 

48 crude oil carriers, 60 prod-

uct tankers, 85 chemical prod-

uct tankers, and 13 LPG 

tankers. To replace aging or 

smaller vessels with larger 

tankers, in fiscal 2010 we 

newly ordered 2 VLCCs and 5 

MR-type product tankers. In 

light of the market environ-

ment, though, we are pushing 

back new orders at the 

moment. Similar to the situa-

tion with crude oil tankers, 

market rates for product tank-

ers are experiencing weakness 

for “sentimental” reasons. In 

contrast, LPG tankers shook off 

a period of stagnation over the 

last several years, with cargo 

volume increasing and market 

rates rising gradually from the 

second half of 2010. In chemi-

cal tankers, 70% of total trans-

port volume consisted of 

contracts of affreightment, or 

COAs. Profitability worsened in 

2010, reflecting adverse market 

conditions present at the time 

of freight rate renewals.

looKing ahead

strengthening the business 

base as a Market recovery 

takes shape

With oil resource consump-

tion surging rapidly in emerg-

ing markets, our projected 

scenario detailing a sharp 

growth trajectory remains 

unchanged. Oil transportation 

routes should diversify more 

and ton-miles should grow. 

This is attributable mainly to 

oil refining in the Middle East 

and emerging markets, as 

well as the dispersion of geo-

political risks surrounding 

oil-producing nations. As 

such, the market is harboring 

Bulkships
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tanKers

Tankers transport liquid cargoes. Crude oil tankers transport crude oil, 

whereas product tankers carry a range of petroleum products refined from 

crude oil, such as naphtha, gasoline, diesel and kerosene. Meanwhile, 

chemical tankers transport petrochemical products. There are also tankers 

designed specifically for transporting liquefied petroleum gas including 

propane and butane.
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Contributed to stable profits, 

Utilized off-Contract vessels

Most of the LNG carriers that 

we own currently operate on 

long-term contracts. Leverag-

ing this fact, and our first-

class LNG transportation 

record and strength as one of 

the world’s largest shipping 

companies, we generated a 

stable source of profits, con-

tributing to MOL’s overall 

performance in fiscal 2010—

just as we have done time 

and time again in the past.

Fiscal 2010 saw eight LNG 

carriers come off long-term 

contracts and become spot 

vessels. The market for spot 

vessels in fiscal 2010 was a 

tale of two halves. In the first 

half, a glut of vessels led to 

depressed charter rates. How-

ever, in the second half, a 

bitterly cold winter in South 

Korea fueled more demand 

than in a typical year for 

LNG. In fact, South Korea 

generated additional spot 

demand for LNG of approxi-

mately 7 million tons. That’s 

a lot of LNG—it’s equivalent 

to using approximately 20 

LNG carriers on a standard 

vessel basis for 6 months. 

Due to this higher demand, 

spot market rates in the 

second half of the year were 

around three times higher 

than in the first half of year.

We also made steady prog-

ress in our China LNG 

transportation project for 

ExxonMobil affiliates, forming 

a tie-up with China Shipping 

(Group) Company as a ship-

ping partner. We also selected 

Chinese company Hudong-

Zhonghua Shipbuilding 

(Group) Co., Ltd. to build the 

four new LNG carriers des-

tined for China as part of this 

joint project. At present, six 

MOL engineers are stationed 

at the shipyard to help them 

meet our high safety and 

quality standards. An official 

agreement will be signed in 

June or July 2011 after the 

shipyard proves it was able to 

meet our requirements.

We believe this relationship 

among MOL, China Shipping 

(Group) Company and 

Hudong-Zhonghua 

 Shipbuilding (Group) Co., Ltd. 

will serve as an important 

bridgehead for future LNG 

business in China. We are 

determined to grow our pres-

ence by delivering a successful 

result in this project, which 

should stand us in good stead 

for the future in the  Chinese 

LNG transport market.

looKing ahead

four factors for growth

Looking ahead, four factors 

will surely have a large part 

to play in our growth: LNG 

demand and supply, fleet 

and costs, safe operation and 

off-shore businesses.

LNG demand is rising not 

only in the traditional mar-

kets of Japan and South 

Korea, but also rose in the 

new market of South Amer-

ica (Brazil and Argentina) in 

2010. Moreover, the Great 

East Japan Earthquake in 

March 2011 is expected to 

spur a rethink of some coun-

tries’ energy strategies, creat-

ing additional demand for 

LNG. Major electric and gas 

utilities in Japan have 

decided to import additional 

LNG in light of the accident 

at the nuclear power station, 

which may see a shift in 

momentum toward the gen-

eration of more power using 

LNG going forward. On the 

supply side, steady progress 

was made at new projects in 

Australia, Yemen, Peru and 

elsewhere during fiscal 2010. 

Moreover, Qatar is ramping 

up LNG production. As the 

supply and demand 

increases are well balanced, 

we expect to see a steady 

increase in seaborne trans-

portation of LNG.

A first-class track record 

and cost-competitiveness are 

important deciding factors 

for new projects in tenders. 

In June 2010, we started a 

safety reinforcement cam-

paign, conducting meetings 

with captains, officers and 

crews on board vessels. I 

attended these meetings on 

many occasions. MOL aims 

to raise the operational 

safety standard of its LNG 

vessels to the international 

level as required by major 

oil companies in line with 

the International Safety Man-

agement (ISM) Code. Also, 

we will work to obtain 

higher scores in charterers’ 

periodical inspections of 

ship management. We won’t 

be satisfied with just obtain-

ing qualifying scores. 

Regarding cost-competitive-

ness, we should have an 

edge by developing highly 

fuel-efficient vessels in col-

laboration with shipyards. 

Because charterers bear the 

cost of fuel on voyages, 

these ships should differenti-

ate MOL from competitors.

For off-shore businesses, 

Floating Storage and Regas-

ification Units (FSRUs) are 

now being employed in 

many projects worldwide. 

We will consider full-scale 

entry into this field, leverag-

ing our experience with the 

Shuttle Regasification Vessels 

(SRVs) project for off-shore 

Boston, in the U.S. state of 

Massachusetts, which is run 

by GDF SUEZ.

Bulkships
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lng Carriers

Natural gas is attracting the limelight as an environmentally friendly clean 

energy source. It is in increasing demand in countries around the world as 

a feedstock for city gas and power generation. At minus 162°C, natural gas 

liquefies and becomes one-six-hundredth of its gaseous state. LNG carriers 

transport large volumes of liquefied natural gas.
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challenges by keeping a 

tight rein on costs. Actions 

included avoiding holiday 

and nighttime loading/dis-

charging work, implement-

ing slow steaming on ballast 

voyages, reviewing overseas 

staffing, and returning ships 

to rightsize our fleet.

MOL is promoting the 

“ Senpaku ISHIN Project” to 

create next-generation con-

cept vessels with a lower 

environmental impact. As 

part of this project, together 

with Akishima Laboratories 

(Mitsui Zosen) Inc., we 

developed an optimum trim 

system that boosted car 

carrier fuel efficiency by up 

to 4%. Besides improving 

fuel efficiency, it helps cut 

CO2 emissions.

looKing ahead

a flexible approach to global 

seaborne transportation

Fiscal 2011 unfortunately 

began with a catastrophic 

event that hurt the earnings 

fisCal 2010 resUlts

record numbers support 

return to profitability

After posting its first ever 

loss in fiscal 2009, the Car 

Carrier Division set out in 

fiscal 2010 with the determi-

nation to turn things around. 

Our efforts were aided by a 

sharp upturn in the number 

of vehicles transported by 

sea worldwide—from only 

around 9 million in 2009 to 

12 million in 2010. On a 

consolidated basis, we trans-

ported 3.6 million vehicles, 

the most we have ever car-

ried. We turned things 

around indeed, and posted a 

profit in fiscal 2010.

Clearly, the rebound in 

seaborne transportation of 

vehicles contributed to our 

return to profitability. But 

that doesn’t tell the full 

story. Yen appreciation from 

summer 2010 and the rising 

bunker price adversely 

affected our operations. But 

we countered these 

trends, the seaborne trans-

port of vehicles could return 

to its peak level in 2012, 

2013, or 2014.

In parallel with the recov-

ery of seaborne transport 

volume, we also expect 

logistics frameworks such as 

routing to change gradually 

over several years. To pre-

pare for this change, we 

will maintain or create 

sophisticated, strategic orga-

nizations around the world, 

deploying sufficient staff at 

every site. We don’t focus 

on specific areas, like BRICs 

nations, but simply think in 

terms of the movement of 

cargo from A to B. For 

example, car exports have 

already started from non-

BRICs countries, such as 

Mexico and South Africa. 

Given the uncertainty in the 

current business environ-

ment, we will maintain a 

wide view of our market to 

seek out the next growth 

routes, without focusing on 

specific regions or clinging 

to conventional thinking.

With a flexible approach to 

our business, we remain 

committed to being one of 

the world’s best car carriers, 

as well as to safe vessel oper-

ation and transportation—the 

most important service we 

can offer our customers.

of this division. The Great 

East Japan Earthquake, 

which rocked northeastern 

Japan in March 2011, 

resulted in a precipitous 

downturn in vehicle ship-

ments from Japan in March 

and April. And with supply 

chains disrupted, automobile 

production worldwide fell as 

well. While we hope for a 

rapid recovery from this 

situation, it is uncertain at 

this stage how much of the 

lost business we can make 

up for over the remainder of 

the fiscal year. Moreover, the 

yen’s appreciation and rising 

bunker prices are making 

our earnings somewhat 

volatile.

Looking at the number of 

automobiles sold worldwide, 

we are relatively upbeat 

about prospects for our 

business, though. Worldwide 

vehicle sales exceeded 70 

million in 2007, then 

dropped below that mark 

between 2008 and 2009 due 

to the Lehman Shock. How-

ever, sales rebounded in 

2010 to 72  million. Now that 

the North American econ-

omy is clearly in a recovery 

phase and Europe should 

recover too, albeit a year 

later, we estimate that about 

78 million vehicles will be 

sold in 2011. Based on these 

Bulkships
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Car Carriers

Car carriers have a number of decks much like a multilevel car parking 

garage. Each deck is connected by a ramp. Cars are driven and stowed in 

the limited space, with a gap of about 10 cm separating each vehicle.
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back in the black following 

vast earnings improvement

In fiscal 2010, containership 

operations put two years of 

ordinary losses behind it to 

post ordinary income of ¥38.9 

billion. This ¥95.7 billion 

year-on-year turnaround 

eclipsed our initial forecasts. 

The single biggest reason for 

our rebound was huge 

demand growth. Trade 

volume surged on the North 

America and Europe routes 

by around 15% as the global 

economic recovery quick-

ened; whereas we had fore-

cast growth of only around 

4% to 5% on these routes. 

Likewise, Intra-Asia and 

South-North routes turned in 

significant trade volume 

growth. The supply-demand 

balance tightened from 

around early spring as ship-

ping companies took respon-

sive steps such as supplying 

space to match trade volume. 

Consequently, freight rates 

were much higher than 

expected as well. So, our 

significant earnings improve-

ment was due to both better-

than-expected transportation 

volume and freight rates.

Cost-cutting went well in 

fiscal 2010. We reduced costs 

by ¥23.0 billion versus a 

first-year target under our 

midterm management plan of 

¥22.0 billion. This better-than-

planned reduction came from 

rigorously enforcing slow 

steaming, reducing hire 

expenses through ship rede-

livery and sale, cutting termi-

nal and feeder as well as 

other cargo expenses, and 

trimming organizational costs. 

Beyond simply rightsizing our 

workforce, we shifted the 

majority of trade management 

operations from our Tokyo 

headquarters to our Hong 

Kong office as part of our 

global development drive.

Looking at containership 

operations by route, MOL’s 

cargo volume on the East-

West routes (North America 

and Europe) far surpassed 

our initial assumptions—

cargo volume rose 25% and 

targeted as other shipping 

companies entering the fray 

on these routes have made 

the market more competi-

tive. Nevertheless, trade 

cargo movements grew a 

strong 13% year on year, 

with growth driven by the 

expanding Brazilian 

economy.

Fiscal 2010 was a water-

shed year for containership 

operations in another 

sense—it saw greater aware-

ness among sales personnel 

of targeting high-margin 

cargo and costs. To realize 

high margins, minimizing 

cargo mismatch and trim-

ming transportation costs of 

empty containers as much as 

possible are imperative. On 

the U.S. route in particular, 

many import cargoes from 

Asia reach Chicago and 

other inland points of con-

sumption, while many out-

bound cargoes are exported 

from the Midwestern and 

eastern states with grain, 

32% year on year, respec-

tively, on the North America 

and Europe routes. As a 

result, freight rates climbed 

on the Europe routes from 

early spring, and the volume 

growth put shipping compa-

nies in an advantageous posi-

tion when annual rates were 

renegotiated on the North 

America routes. Intra-Asia 

routes saw cargo volumes 

expand 10% year on year, 

with the supply-demand 

balance particularly tight on 

trade in and out of Japan. 

This supported record profit-

ability for our operations. A 

feature of Intra-Asia routes is 

that while transportation 

distances are shorter than 

East-West routes, parts and 

components distribution is 

buoyant, making profitability 

high because of a high utili-

zation rate for both outbound 

and inbound voyages. On 

South-North routes, on the 

other hand, underlying profit-

ability is less than we had 

Containerships

JUniChiro iKeda
Managing Executive Officer
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The containership MOL MAESTRO in Hamburg, Germany.
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In our terminal business, 

volume has recovered at our 

container terminal in Jack-

sonville, Florida. And we 

expect volume to increase 

going forward, given the 

outlook for a further 

improvement in the U.S. 

economy, Panama Canal 

widening and other future 

developments. Our Cai Mep 

terminal in Vietnam began 

operations in January 2011 

and has started receiving 

direct port calls from Europe 

routes, following North 

America routes, as it steadily 

expands volumes. Beyond 

Vietnam, cargo volume is 

increasing from Cambodia 

where only feeder vessels 

have been able to enter port 

up until now. For cargo 

owners in Cambodia, it is far 

cheaper to send cargo up 

the Mekong River by barge 

to Cai Mep rather than use 

feeder vessels as in the past. 

This advantage is helping to 

create a new market. Work 

is also proceeding steadily 

toward the commencement 

The Jacksonville Container 
Terminal in the U.S. is 

operated by MOL Group 
company TraPac, Inc.

waste paper and scrap. This 

causes a mismatch between 

the import destination and 

the export origin. As a result, 

many empty containers need 

to be repositioned by truck or 

train to their points of origin 

for loading outbound car-

goes. Minimizing this reposi-

tioning of empty containers 

by skillfully selecting 

imported cargo for inland 

destinations is key to improv-

ing profitability.

For this, headquarters must 

analyze market data systemat-

ically in order to ascertain 

major cargo flows, and give 

strategic marketing direction 

to regional bases. Then, 

regional offices must adjust 

those directions to fit sales 

strategies for each customer 

by drawing on frontline 

knowledge. Satisfying results 

are unobtainable without this 

well-balanced collaboration 

between headquarters and 

frontline staff.

To obtain high-margin 

cargoes, we now also share 

information with every sales 

person about the actual and 

precise cost structure of car-

goes when they are trans-

ported. This is to foster 

awareness among sales staff 

of cost so that they work to 

win profitable orders more 

effectively. These actions 

have also promoted standard-

ization of our approaches to 

work globally.

of operations at a new termi-

nal in Rotterdam in 2014. 

Terminal operations have 

seen earnings improve on 

increasing cargo volumes as a 

whole, supporting container-

ship operations’ bottom line.

MOL Consolidation Service 

(MCS), too, is seeing steady 

cargo volume growth. 

Indeed, in fiscal 2010, cargo 

volume rose to over 100,000 

TEU. MCS delivered even 

larger earnings as four new 

customers helped to bolster 

the bottom-line result.

MOL Logistics (MLG), the 

MOL Group’s forwarder oper-

ator, turned in an improved 

performance because of 

increased volume spurred by 

economic recovery. Our alli-

ance with Kintetsu World 

Express, Inc. is reaping syner-

gies from the use of that 

company’s air freight services, 

helping our logistics business 

to grow steadily.

looKing ahead

further establishing the Mol 

liner brand

The demand-supply equa-

tion should be well balanced 

in fiscal 2011 with both 

demand and supply 

expected to grow around 

10% year on year. However, 

with freight rates easing at 

the beginning of the fiscal 

year and bunker prices esca-

lating, we anticipate ordinary 

income to be lower than in 

fiscal 2010.

Looking ahead, we con-

tinue to view the Asian 

region and North-South 

routes as growth markets. 

We intend to deploy fuel-

efficient containerships well 

suited to the trade condi-

tions of the North-South 

routes. In Asia, we will look 

to roll out new services in 

India and China. In the 

South America region, we 

will establish new local 

subsidiaries in nations where 

we do not have any. And in 

regions not connected by 
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operations as a whole have 

not suffered from a severe 

drop in cargo. We are con-

cerned though about the 

harmful rumors surrounding 

radiation pollution. Immedi-

ately after the disaster, some 

cargo destinations refused to 

accept cargo from Japan and 

to handle cargo. As I write 

this letter, this is fortunately 

becoming less of an issue 

due to the establishment of a 

checking system in Japan, 

including the measuring of 

radiation and issuing of clear-

ance certificates.

Looking ahead, we plan to 

step up efforts to reinforce 

and enhance the current 

MOL Liner brand. While 

some say that it is difficult to 

stand out in the containerships 

in this regard, in fiscal 2010 

we began announcing our 

“On Time Arrival Results.”

MOL has a business portfo-

lio with various vessel types, 

so we will clearly set the 

company apart from competi-

tors specialized in container-

ships whose basic strategy is 

only to pursue scale. Accord-

ingly, we are not overly pre-

occupied with our relative 

positioning in this industry. 

Rather, our focus is more on 

establishing unique brand 

power by displaying our 

individuality and presence in 

the market. By implementing 

this strategy, we aim to build 

up a position in MOL’s diver-

sified business portfolio, as 

one of the company’s main 

sources of earnings.

The containership MOL PREMIUM 
in Los Angeles, U.S.

business, we see no future in 

competing only on the basis 

of freight rates. We believe 

that we can differentiate MOL 

from competitors through the 

quality of our services. Vari-

ous factors will entrench our 

brand image in customers 

minds. These include keep-

ing to schedule, responding 

quickly, dealing properly 

with problems, and making 

proposals that address cus-

tomer needs. In addition, we 

must not only enhance the 

communication ability of 

frontline sales personnel, but 

also establish key perfor-

mance indicators (KPI) for 

our services and use them to 

measure the degree of 

improvement in our services. 

As one of our first initiatives 

Europe Trade

27%

Intra-Asia Trade

15%

South America/
Africa Trade

14%

North America 
Trade 

36%

Europe Trade

35%

revenUe by 
trades
(resUlts in fy2010)

Intra-Asia Trade

26%

South America/
Africa Trade

13%

North America 
Trade 

34%

CapaCity by 
trades
(resUlts in fy2010)

our containerships business 

service network, we plan to 

leverage our logistics division 

to meet customer needs. 

MOL’s Asian subsidiaries, 

together with MLG, have 

logistics divisions other than 

shipping agency divisions. 

Taking advantage of their 

functions, we plan to extend 

activities in the logistics busi-

ness in India, Thailand and 

Vietnam.

The major earthquake and 

tsunami that struck Japan in 

March 2011 severely dam-

aged manufacturing busi-

nesses in the Tohoku region. 

The impact of this has clearly 

been seen in some types of 

export cargo from Japan. As 

a division with global opera-

tions, however, our 
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Containerships

Containerships transport a broad range of products and general cargo, from 

electrical products and precision equipment to apparel, furniture and tires in 

standardized large metal boxes, i.e. containers. To transport frozen meat, 

fruit and some other types of cargo, reefer containers are used to control the 

temperature inside containers, and keep cargo in a frozen or chilled state.
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strengthened integrated trans-

portation services by making 

good use of inland transpor-

tation services provided by 

subsidiaries of our ferry com-

panies. These services add 

inland transportation to both 

ends of ferry transportation, 

providing a seamless, door-

to-door transportation service 

to customers. To expand this 

value-added service abroad, 

we established the Overseas 

Sales Promotion Office at 

MOL Ferry Co., Ltd.

In the domestic coastal 

shipping business, we suc-

cessfully generated solid 

earnings through a stable 

dedicated bulk carrier busi-

ness. A recovery in steel 

products and other cargoes 

in line with recovering 

market conditions also 

aided our operations.

Shanghai Super Express 

(SSE) continued to perform 

strongly in fiscal 2010. This 

route transports a large 

volume of cargo destined for 

Japan from China. In fiscal 

2010, revenues increased 

30% on the back of 

in Eastern Japan, forcing us 

to use Tokyo as an alterna-

tive port. This has made 

voyages longer and less 

frequent. Together with high 

bunker prices, it will be 

difficult to generate as much 

profit as before, until Oarai 

is back operating, which 

should be around June 2011.

Nevertheless, we are 

working to stimulate 

demand from individual 

passengers by revamping 

the traditional image of 

ferries. One ongoing cam-

paign, “Fune ni Tomarou 

(Let’s stay onboard),” 

involves enticing people to 

stay and enjoy an evening 

on ferries. In addition, we 

planned jazz concerts 

onboard vessels, and travel 

packages, such as staying at 

hot springs resorts in the 

Kyushu area. We also plan 

to aggressively target busi-

ness travelers, hometown 

visitors and other types of 

customers who are now 

using trains or planes, by 

promoting ferries as an ideal 

means of getting around.

In the domestic coastal 

shipping business, we expect 

cargo volume particularly of 

heavy oil and coal for ther-

mal power generation to 

increase as electricity utilities 

address power supply con-

cerns in Japan following the 

Fukushima nuclear power 

plant incident.

fisCal 2010 resUlts

best efforts not enough to 

prevent second Consecutive 

loss

Our goal for fiscal 2010 was 

to turn around a loss in 

fiscal 2009. To this end, we 

took rigorous steps to cut 

costs. And cargo volume 

and passenger numbers 

improved over fiscal 2009. 

Overall, however, the divi-

sion recorded an ordinary 

loss of ¥0.6 billion, although 

this did represent a ¥1.8 

billion improvement year 

on year.

Fleet rationalization 

involving the reduction of 

two ferries on our Middle 

Kyushu route in fiscal 2009 

helped improve earnings, 

but wasn’t enough to return 

the route to profitability. 

This route competes with a 

rival mode on land—the 

expressway. Expressway 

tolls were set at a low fixed 

price by the government, 

which has hampered route 

profitability.

To enhance the ferry busi-

ness’ profitability, we have 

increasing import cargo. This 

increase was driven by rising 

home appliance demand 

spurred by the eco-points 

program in Japan and higher 

demand for clothing stem-

ming from a heat wave 

during the Japanese summer 

in 2010.

looKing ahead

driving passenger numbers 

higher by promoting the 

advantages of ferries

Ferries acquired newfound 

recognition of their advan-

tages in the wake of the 

Great East Japan Earthquake. 

Our ferry fleet cooperated 

with relief operations right 

after the quake in March 

2011. This included using 

four ferries to transport 

 personnel and vehicles of 

the Japan Ground Self-

Defense Force.

The Japanese government 

is expected to stop offering 

special treatment for express-

ways in order to secure 

funds for rebuilding north-

eastern Japan following the 

massive natural disaster. 

Therefore, in fiscal 2011, the 

competitive advantage that 

truck transportation had 

because of government 

policy should disappear. 

However, concerns still 

remain. The March 2011 

quake severely damaged 

Oarai Port, the departure 

port of our Hokkaido route 

Masahiro tanabe
Managing Executive Officer

Ferry & Domestic Transport
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ferries

Ferries allow passengers to drive their trucks and cars onboard and drive 

them off once at the destination after staying in cabins. Besides relaxing 

cabins, ferries are equipped with a host of other amenities to make 

 voyages as comfortable as possible, including saunas and spas.
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fisCal 2010 resUlts

daibiru performs strongly, 

Nippon Maru struggles

The leased office market in 

Japan in fiscal 2010 contin-

ued to experience high 

vacancy levels overall. Dai-

biru  Corporation, our core 

company in the real estate 

business, saw margins 

decline as it responded to 

requests for lower rents and 

rent-free periods. Neverthe-

less,  Daibiru’s properties 

maintained high occupancy 

levels, particularly office 

buildings situated in prime 

central city locations. This 

stood in stark contrast to the 

overall market. On average, 

vacancy rates were 9% in 

Tokyo and 12% in Osaka 

across the industry. Whereas, 

Aoyama Rise Square, which 

Daibiru acquired in fiscal 

2010, was fully tenanted, and 

other Daibiru buildings had 

much lower vacancy rates 

than the market average. But 

it is not only the prime loca-

tions that make Daibiru’s 

properties attractive. The 

company maintains close-

knit relationships with ten-

ants, enabling it to provide 

highly satisfying services. As 

a result, Daibiru has main-

tained a much higher level of 

profitability than the industry 

average. Many tenants also 

re-sign when lease agree-

ments come up for renewal. 

In fiscal 2010, both revenues 

and earnings increased, with 

Aoyama Rise Square a fillip 

for results.

In the cruise ship busi-

ness, we finished renovating 

Nippon Maru. Despite this 

service improvement, the 

business struggled to attract 

passengers on long overseas 

cruises including “Around 

the Pacific Cruise” due to a 

slow recovery in consumer 

sentiment. Cruises that 

involved passengers flying 

to Hokkaido, Kyushu or 

 Okinawa at the beginning of 

their voyage to enjoy the 

highlights in a relatively 

shorter period of time 

remained popular, however.

Our tugboat business is 

conducted by 9 companies 

in Japan, operating 39 

boats, and 3 companies 

overseas, operating 15 

boats. This business deliv-

ered steady growth in Japan 

and overseas on the back of 

recovering demand for 

containerships and car carri-

ers. In October 2010, we 

launched a new business 

involving two high-powered 

tugboats in the Cai Mep/Thi 

Vai area of Vietnam.

Overall, associated busi-

nesses posted higher reve-

nues and earnings year on 

year.

looKing ahead

global development at  

daibiru and in tugboats

Going forward, Daibiru will 

continue to provide first-
Daibiru Honkan building  
(To be completed in 2013)

class services, including 

properties in prime loca-

tions, and top-level facilities 

and services. 

We have no concerns 

about renewing existing 

tenancy agreements with the 

Tokyo real estate market 

expected to pick up in fiscal 

2011. The Osaka market is 

still seeing high vacancy 

rates amid an ongoing build-

ing boom. But demand is 

firm for prime properties 

around Umeda and Osaka 

Station. Daibiru has proper-

ties in Umeda and 

Nakanoshima, so it is well 

positioned in the Osaka 

office building market. Dai-

biru is also looking forward 

to the schedule completion 

in 2013 of Daibiru Honkan, 

in the vicinity of 

Nakanoshima  Daibiru 

 Building. The company is 

also considering plans for 

New Shin Daibiru (provi-

sional name) on the north 

side of Dojima River. Daibiru 

is exploring the potential for 

advancing overseas, as well. 

As its initial foray overseas, 

the company is looking at 

several properties in Vietnam.

The cruise ship business is 

planning relatively short 

cruises that call in at popular 

overseas ports. And it will 

continue to offer fly-and-

cruise plans to Hokkaido, 

Kyushu and  Okinawa as it 

aims to make these an estab-

lished part of its product 

lineup.

The tugboat business now 

has a foothold in Hong 

Kong, South China and 

 Vietnam. It plans to build on 

these achievements to 

develop its business glob-

ally, with a focus on emerg-

ing markets in Asia.

Associated Businesses

Masahiro tanabe
Managing Executive Officer
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