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Highlights of Major Shipping Companies’ Financial Results 
for Fiscal Year Ended March 2020 

 
The following are Japan Credit Rating Agency, Ltd. (JCR)’s perception of the current status and 
highlights for rating concerning the financial results for the fiscal year ended March 2020 (FY2019) and 
earnings forecasts for FY2020 of Japan’s 3 major shipping Companies (the “Companies”): Nippon 
Yusen Kabushiki Kaisha (“NYK”), Mitsui O.S.K. Lines, Ltd. (“MOL”) and Kawasaki Kisen Kaisha, Ltd. 
(“K Line”). 
 
1. Industry Trend and Impact of COVID-19 Pandemic 
The Companies achieved improvement in results for FY2019 mainly thanks to the fact that Ocean 
Network Express Pte. Ltd. (“ONE”), which was created through integration of the Companies’ regular 
container vessel businesses, moved into the black. At the same time, the Companies seem to have 
responded basically smoothly to the tightened SOx (sulfur oxide) regulations. In FY2020, meanwhile, 
the impact of the COVID-19 pandemic intensified, which is assumed to put a downward pressure on 
their business performance. Their container vessel and automobile carrier businesses, in particular 
would be substantially affected by fagging demand.  

Cargo movements on the route from Asia to the North America, one of the major sea routes for 
container shipping, had been solid until September 2019. However, it has slowed down since October 
due to the U.S.-China trade friction, declined year on year for 7 consecutive months until April 2020. 
Cargo movements on another major sea route, the one from Asia to Europe, also fell year on year for 
the 5th month running until March 2020. Moreover, affected by the COVID-19 pandemic, the 
decreases have been expanding since February in both routes. Meanwhile, major containership 
companies are reducing the supply of shipping space in response to declining cargoes, and falls in the 
freight market are restrained as a result.  

For the automobile carrier business, the number of cars transported has declined about 10% from 
the previous fiscal year at all of the Companies in FY2019, because of the global economy slowdown 
caused by the U.S.-China trade friction and cargo collection focusing on route rationalization and 
profitability. As the impact of output cut at automakers to cope with the COVID-19 Pandemic is 
projected to become obvious primarily in the first quarter of FY2020, the number of cars transported by 
each of the Companies will likely decline relative to FY2019. 

For dry bulkers, crude steel production in China is recovering, and the transportation volume of 
raw steel materials would increase. However, the freight market, including the one for small and 
medium-sized ships, have been sluggish due to concerns over the global economic slowdown, which 
could be a downward pressure on the Companies’ results of FY2020. Meanwhile, freights for tankers 
are maintaining a relatively high level, though they swing up and down wildly in tandem with 
fluctuations in crude oil prices, making positive contributions, in JCR’s view. 
 
2. Financial Results 
The Companies’ returned to profitability for the first time in 2 periods, with recurring profit totaling 106.9 
billion yen (compared to a loss of 12.4 billion yen in the previous fiscal year), in FY2019 (Chart 1). The 
main reasons for the performance improvement are as follows: improved profit of ONE, the absence of 
temporary costs incurred for business transfer of each of the Companies’ container vessel business in 
FY2018 and increased profits in the energy transportation and automobile carrier businesses. ONE 
has achieved significant improvement in FY2019 after-tax profit of 105 million US dollars (a loss of 586 
million US dollars in the previous fiscal year), thanks to various efforts to improve profit. 

In FY2019, the total amount of profit attributable to owners of the parent for the Companies was 69 
billion yen (a loss of 128.8 billion yen in the previous fiscal year), reporting the first profit in 5 fiscal 
years. In the 4 years through FY2018, each of the Companies recorded a large extraordinary loss, due 
to a decline in the level of recurring profit as well as impairment losses on fixed assets and losses 
related to cancellation of charter contracts, and continued to record a net loss. In FY2019, these 
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extraordinary losses were still recorded in some parts, but they were small compared to those in the 
past years. 

On the financial front, the combined DER of the Companies as of March 31, 2020 (without taking 
into account the equity content of subordinated loans of MOL and K Line) worsened to 2.5x from 2.4x 
as of March 31, 2019 (Chart 2). Interest-bearing debt at each of the Companies declined slightly, but 
shareholders' equity decreased because of deterioration in accumulated other comprehensive income. 
Conversely, thanks to recovery in cash flow generation capacity, the total ratio of interest-bearing debt 
to EBITDA of the Companies in FY2019 improved to 8.0x from 9.9x in FY2018. 
 
3. Highlights for Rating 
Performance in FY2020 is expected to be worse than in FY2019 due to the impact of the COVID-19 
pandemic. K Line has not announced its FY2020 earnings forecast because it is difficult to make a 
rational estimate at this point. However, NYK expects its recurring profit for FY2020 to be 0 billion yen 
(44.4 billion yen in FY2019) and MOL anticipates a loss of 10 to 40 billion yen (a profit of 55 billion 
yen). Based on their presumptions, NYK assumes that the level of economic activity will gradually 
recover after hitting bottom in the first quarter. MOL, meanwhile, assumes two cases: the case where 
the COVID pandemic moves toward resolution within 6 months, and the case where it continues for a 
year. 

ONE's earnings trend remains a highlight for the FY2020 results of the Companies. Although the 
Companies improved results significantly in FY2019, they are still behind those of major overseas 
containership companies in terms of profitability and profit levels. In addition, cargo movements are 
currently well below the results of the previous year, and the Companies cannot be optimistic about the 
recovery going forward. In addition, although they have managed to curb the decline in current spot 
freight rates, it seems difficult to raise the annual contract freight rates amid declining demand. JCR 
will keep a close watch on whether the Companies can maintain and improve the revenue/expenses of 
ONE by further enhancing cost management and improving efficiency. 

For non-liner vessels, a certain margin is assumed to be secured by medium-and long-term 
contracts for dry bulkers, tankers, LNG carriers, and other vessels. That said, attention should be paid 
to the effects of decrease in transportation volume and fluctuations in exchange rates. The automobile 
carrier business saw higher profits in FY2019 at each of the Companies. With declining transportation 
volume, however, the business environment is expected to be difficult in FY2020. Other businesses 
such as air transportation and cruise ships would be factors behind performance fluctuations of each 
of the Companies. 

Strengthening the financial base continues to be a challenge for the Companies. Their financial 
strength has been lowering, as their capital has been eroded in recent years. In such an environment, 
downward pressure on results is intensifying, which may drag down their financial strength further. Up 
to the present time, each of the Companies has been restraining the deterioration of its financial 
structure through subordinated loan financing, asset sales, etc. JCR will be paying attention to whether 
the Companies can curb the deterioration of financial structure through various measures when their 
performance worsens. 

Hiroyuki Chikusa, Masayoshi Mizukawa 
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(Chart 1) Financial Results of 3 Major Shipping Companies 
(JPY 100 mn, %) 

NYK FY2018 18,293 -16.2 110 -60.2 -20 - -0.1 -445 -

(9101) FY2019 16,683 -8.8 386 249.1 444 - 2.7 311 -

FY2020 F 14,300 -14.3 50 87.1 0 - 0.0 - -

MOL FY2018 12,340 -25.3 377 66.3 385 22.6 3.1 268 -

(9104) FY2019 11,554 -6.4 237 -37.0 550 42.8 4.8 326 21.4

FY2020 F - - - -
Between -100

and -400
- - - -

K Line FY2018 8,367 -28.0 -247 - -489 - -5.8 -1,111 -

(9107) FY2019 7,352 -12.1 68 - 74 - 1.0 52 -

FY2020 F - - - - - - - - -

FY2018 39,001 -22.0 240 -58.3 -124 - -0.3 -1,288 -

FY2019 35,590 -8.7 693 188.0 1,069 - 3.0 690 -

FY2020 F - - - - - - - - -

YoY Change
Operating

Profit

Total

Revenues YoY Change
Recurring

profit
YoY Changes

Profit attributable
to owners of

parent
YoY Change

Recurring
profi t/Revenue

s

 
(Source: Prepared by JCR based on financial materials of above Companies) 
* FY2020 forecasts are based on each Company’s announcement. NYK’s profit attributable to owners of parent is undecided. MOL’s 
recurring profit is presented in the form of a range. K Line’s earnings forecasts are not disclosed. 
 
 
 

(Chart 2) Financial Structure of 3 Major Shipping Companies 
(JPY 100 mn, times) 

Shareholders'
equity

Interest-
bearing debt

D/E Ratio EBITDA
Interest-
bearing

debt/EBITDA

Operating
cash flow

Investment
cash flow

NYK FY2017 5,518 9,911 1.8 1,261 7.9 890 -1,379

(9101) FY2018 4,874 10,526 2.2 1,127 9.3 452 -1,322

FY2019 4,626 10,498 2.3 1,541 6.8 1,169 -548

MOL FY2017 5,112 11,180 2.2 1,239 8.9 983 -1,008

(9104) FY2018 5,250 11,058 2.1 1,416 7.7 552 -1,983

FY2019 5,133 10,966 2.1 1,256 8.7 1,007 -1,072

K Line FY2017 2,170 5,705 2.6 544 10.5 11 -228

(9107) FY2018 1,035 5,502 5.3 195 28.2 -68 -354

FY2019 1,010 5,434 5.4 547 9.9 -217 -202

FY2017 12,801 26,797 2.1 3,045 8.8 1,886 -2,616

FY2018 11,160 27,087 2.4 2,739 9.9 937 -3,661

FY2019 10,770 26,899 2.5 3,346 8.0 1,958 -1,824

Total

 

(Source: Prepared by JCR based on financial materials of above Companies) 
* MOL and K Line’s shareholders' equity and interest-bearing debts are calculated without evaluating the equity content of 
subordinated loans. 
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<Reference> 
Issuer: Nippon Yusen Kabushiki Kaisha 

Long-term Issuer Rating: A- Outlook: Stable 

Issuer: Mitsui O.S.K. Lines, Ltd. 
Long-term Issuer Rating: A- Outlook: Stable 

Issuer: Kawasaki Kisen Kaisha, Ltd. 
Long-term Issuer Rating: BBB- Outlook: Stable 
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