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Two Major Airlines Announce FY2020 Results—Trends in Future
Business Recovery to Be Closely Watched
The following is Japan Credit Rating Agency, Ltd. (JCR)’s opinion on the announcement of financial
results for the fiscal year ended March 2021 (FY2020) by Japan Airlines Co., Ltd. (security code: 9201)
and ANA HOLDINGS INC. (security code: 9202)
(1) Japan Airlines Co., Ltd. (“JAL”) and ANA HOLDINGS INC. (“ANA HD”) respectively announced
their financial results for FY2020 on May 7 and April 30. JAL reported a loss before financing and
income tax of 398.3 billion yen and loss attributable to owners of parent of 286.6 billion yen (IFRS),
as opposed to 88.8 billion yen and 48.0 billion yen in profit, respectively, for the previous year. ANA
HD, too, reported an operating loss of 464.7 billion yen and net loss attributable to owners of the
parent of 404.6 billion yen, versus 60.8 billion yen and 27.6 billion yen in income, respectively, for
the previous year. As a primary factor behind this loss reporting, passenger demand slumped for
both international and domestic operations due to the COVID-19 pandemic. As regards the
forecast for FY2021, JAL stated that it is unable to provide the figures due to the difficulty of
reasonable and accurate estimation, while ANA HD announced that it expects positive recovery to
28.0 billion yen in operating income and 3.5 billion yen in net income attributable to owners of the
parent.
(2) While ending FY2020 with the largest net loss ever, both JAL and ANA HD (collectively, the “Two
Companies”) made public offerings in the second half, and ANA HD took out subordinated loans in
addition. As of March 31, 2021, equity ratio stood at 45.0% for JAL, down from 51.2% at the
previous year-end, and net DER was 0.1x, versus the previous year-end’s net debt-free position;
for ANA HD, equity ratio after assessment of equity content of subordinated loans and net DER
were 37.6% and 0.4x, as opposed to 41.4% and 0.6x at the previous year-end. As these figures
show, the Two Companies are successfully avoiding substantial deterioration and maintaining
decent financial soundness. Given that sufficient liquidity on hand is ensured and that financial
institutions remain supportive, JCR finds no particular concerns about financing. Moreover, the Two
Companies have implemented various cost-cutting measures to reduce fixed costs, thereby
lowering their break-even points. As the delayed vaccination rollout in Japan is beginning to make
some progress, the Two Companies’ performance is projected to improve from FY2021 on with
recovery in passenger demand.
(3) That said, demand recovery is still slow as of now, allowing no optimistic prospects. The number of
passengers is picking up to a certain extent for domestic flights, and yet keeps fluctuating due to
the COVID situation, the state of emergency declaration, etc. The number for international flights
stays at around 5% of the pre-COVID level because of border closure and travel restrictions.
Moreover, with the spread of teleconferences, etc., it is feared that business travel demand, which
previously was the core earnings driver, may remain weak over the medium and long term,
resulting in lower profitability than before. Even on the financial front, despite successful control of
capital impairment, interest-bearing debt has grown much larger on the back of constant asset
outflows. As such, JCR considers that there still is downward pressure on the Two Companies’
creditworthiness and will therefore keep an eye on future trends in passenger demand, progress in
business recover, etc. to be reflected in the rating.
Hiroyuki Chikusa, Masayoshi Mizukawa
<Reference>
Issuer: Japan Airlines Co., Ltd.
Long-term Issuer Rating: A

Outlook: Negative

Issuer: ANA HOLDINGS INC.
Long-term Issuer Rating: A

Outlook: Negative

1/2
https://www.jcr.co.jp/en/

Japan Credit Rating Agency, Ltd.
Jiji Press Building, 5-15-8 Ginza, Chuo-ku, Tokyo 104-0061, Japan
Tel. +81 3 3544 7013, Fax. +81 3 3544 7026
Information herein has been obtained by JCR from the issuers and other sources believed to be accurate and reliable. However, because of the possibility of human or mechanical error as well as other factors,
JCR makes no representation or warranty, express or implied, as to accuracy, results, adequacy, timeliness, completeness or merchantability, or fitness for any particular purpose, with respect to any such
information, and is not responsible for any errors or omissions, or for results obtained from the use of such information. Under no circumstances will JCR be liable for any special, indirect, incidental or
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether
such damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regarding redemption possibility, etc. of financial obligations
assumed by the issuers or financial products, and not statements of opinion regarding any risk other than credit risk, such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments
are statements of opinion, and not statements of fact as to credit risk decisions or recommendations regarding decisions to purchase, sell or hold any securities such as individual bonds or commercial paper.
The ratings and credit assessments may be changed, suspended or withdrawn as a result of changes in or unavailability of information as well as other factors. JCR receives a rating fee paid by issuers for
conducting rating services in principle. JCR retains all rights pertaining to this document, including JCR's rating data. Any reproduction, adaptation, alteration, etc. of this document, including such rating
data, is prohibited, whether or not wholly or partly, without prior consent of JCR.
JCR is registered as a "Nationally Recognized Statistical Rating Organization" with the U.S. Securities and Exchange Commission with respect to the following four classes. (1) Financial institutions, brokers
and dealers, (2) Insurance Companies, (3) Corporate Issuers, (4) Issuers of government securities, municipal securities and foreign government securities.
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which will be replaced by the full translated version within three business days. (Regarding Structured Finance products, JCR only publicize the summary version in English.)
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