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Financial Highlights

Mitsui O.SK. Lines, Ltd. Years ended March 31

Thousands of

Millions of yen U.S. dollars
2009 2008 2007 2006 2005 2004 2009

For the year:
Shipping and other revenues. ....... ¥1,865,802  ¥1945697 ¥1568,435 ¥1,366,726 ¥1,173,332 ¥ 997,260 $18,994,218
Shipping and other expenses ....... 1,564,486 1,544,109 1,300,038 1,101,459 917,149 824,902 15,926,764
Selling, general and

administrative expenses ........... 104,105 110,303 100,324 92,273 84,388 80,232 1,059,809
Operating income .................. 197,211 291,285 168,073 172,993 171,795 92,126 2,007,645
Equity in earnings of unconsolidated

subsidiaries and affiliated

companies, net.............oo 16,000 18,199 16,171 16,817 11,764 6,613 162,883
Ordinary income............coovvvnns 204,510 302,219 182,488 176,502 174979 90,556 2,081,950
Income before income taxes and

minority interests.................. 197,732 318,202 197,854 188,290 155,057 89,776 2,012,949
Income taxes ...........oooviininns (65,712) (120,877) (70,510) (68,770) (63,792) (33,194) (668,960)
Minority interests................... (5,032) (7,004) (6,404) (5,788) (3,004) (1,191) (51,227)
Netincome.............oovvvnnnns 126,988 190,321 120,940 113,732 98,261 55,391 1,292,762
At year-end:
Total assets.....oovvvviininnnnn, 1,807,080 1,900,651 1,639,940 1,470,824 1,232,252 1,000,206 18,396,417
Net vessels, property, plant

and equipment. ... 1,106,746 1,047,825 847,660 769,902 665,320 477,621 11,266,884
Interest-bearing debt............... 702,617 601,174 569,417 571,429 514,131 491,693 7,152,774
Net Assets/Shareholders’ Equity ... .. 695,022 751,652 620,989 424,461 298,258 221,635 7,075,456
Retained earnings.................. 623,626 536,096 375,443 275,689 182,143 101,991 6,348,631
Amounts per share of common stock: Yen U.S. dollars
Netincome.........cooovvviininnns ¥106.13 ¥159.14 ¥101.20 ¥94.98 ¥81.99 ¥46.14 $1.080
Cash dividends applicable to the year. . 31.00 31.00 20.00 18.00 16.00 11.00 0.316
Management indicators:
Gearing ratio (%)..............c..... 113% 88% 104% 135% 173% 29292%
Equity ratio (%) ...t 34.5% 35.8% 33.6% 28.9% 24.2% 22.1%
ROA(90). oo 6.9% 10.8% 7.8% 8.4% 8.8% 5.4%
ROE(%0). ..o 19.5% 30.9% 24.8% 31.5% 37.8% 28.7%
Dividend payout ratio (%) ........... 29.2% 19.5% 19.8% 19.0% 19.5% 23.8%
Number of MOL Group employees:

(The parent company and
consolidated subsidiaries) . ... ... 10,012 9,626 8,621 8,351 7,385 7,033

Please refer to the notes on p.54, for “Translation of foreign currencies” and “Presentation of net assets in the balance sheet”

SHIPPING AND TOTAL ASSETS AND NET INCOME PER SHARE AND
OTHER REVENUES AND NET ASSETS/ CASH DIVIDENDS APPLICABLE TO
ORDINARY INCOME SHAREHOLDERS’ EQUITY THE YEAR
(¥ billions) (¥ billions) (€]
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Key Financial Indicators

HIGHLY STABLE PROFITS AND
MARKET-SENSITIVE PROFITS

GEARING RATIO AND
EQUITY RATIO

(¥ billions) (%) (%)
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To Our Shareholders

A Fast Response Was Crucial

The marine transport sector surged ahead in the first
half of fiscal 2008, setting new records along the way,
most notably dry bulker charter rates. That changed
abruptly though from September 2008 when the col-
lapse of Lehman Brothers triggered a tailspin in
seaborne trade. This unprecedented drop-off naturally
hurt our earnings, as did the yen’s run-up and soaring
first-half bunker costs.

But we acted quickly and boldly when conditions
deteriorated to minimize the damage. We scrapped
old vessels, returned unprofitable ships, laid up other
ships and implemented other urgent measures to cut
costs across the company. Consequently, we were
able to maintain earnings at a high level.

The fact that we achieved this sort of performance
was firstly due to our preparedness. When | became
president, | ordered each division to draw up emer-
gency plans based on the assumption that a global
economic slowdown would take place in the future.
These plans cover fleet downsizing, and are reviewed
every year so that we are always prepared for a crisis
situation. Our ability to execute as an organization
enabled a swift response to put these plans into effect.
Another strength which enabled us to post a profit
was our management skill in optimally combining vari-
ous types of vessels, cargo contracts and contract
durations. At the same time, weathering through a
second half like the one experienced in fiscal 2008
and still being able to outperform other companies in
terms of earnings has shown the wisdom of a busi-
ness model focused on marine transportation.

It also proved the importance of a sound financial
base. The marine transport sector had enjoyed a
lengthy period of prosperity. Thanks to astute man-
agement decisions, we benefited sooner and have
continued to benefit longer than most. Our capital
base has steady grown as a result. At the end of March
2002, shareholders’ equity was ¥167.0 billion and our
gearing ratio (interest-bearing debt/shareholders’
equity) was 400%. Thanks to subsequent efforts to
pare down interest-bearing debt, while continuing to

invest in our fleet to propel growth, shareholders’ equity

and our gearing ratio stood at ¥623.7 billion and
113%, respectively, at March 31, 2009. With the
operating environment expected to remain difficult for
some time, I'm convinced that our relatively solid

financial footing will make us even more competitive.

Setting the Stage for More Growth
From a long-term perspective, the marine transport
sector has by no means matured yet. | still believe that
this industry will continue to grow in step with world
population growth and increasing trade volumes. To
be sure, trade volumes have dropped temporarily
because of the worldwide economic recession, but |
expect seaborne trade and charter rates to gradually
pick up steam once China and other economic pow-
erhouses have timmed inventories and the unease in
global financial markets subsides.

Since last fall, we have temporarily slowed the pace
of fleet expansion to minimize the impact on our earn-
ings. Originally, under our midterm management plan
MOL ADVANCE, we planned to have a fleet of 1,200
vessels by March 2013. Current plans call for us to
achieve this goal two years later than originally pro-
jected. Over the medium and long terms, however, there
will be no change to our growth strategy of expanding
our fleet in step with global economic development.

With tough economic conditions expected to per-
sist, it is business strategy, the management skills to
implement it and balance sheet strength that will sep-
arate the winners and losers. MOL has a sound finan-
cial base, a well-balanced business portfolio and a
lean organizational structure. We will keep navigating
the rough seas ahead by leveraging these core
strengths, and further elevate our status in the marine

transport industry.

July 6, 2009

4. lbida

AKIMITSU ASHIDA — President
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Interview With the President

Resilient and Buoyant

How We’re Sailing Through Rough Seas

The shipping industry enjoyed many years of strong growth up to fiscal
2008. That all came to an abrupt end in September 2008 after the
shockwaves of Lehman Brothers collapse reverberated across economic
and national borders. There was an unprecedented slide in economic
activity. Dry bulker charter rates nosedived. The marine transport of
automobiles almost halved. As of the writing of this annual report, there
were signs that the dry bulker market had bottomed out, but the overall
marine transport industry is still depressed. In this section, MOLs president
answers questions on how MOL is sailing through these rough seas.

Annual Report 2009 07



a We saw both record highs and record lows in fiscal 2008. At the start of
m the past fiscal year, did you anticipate this dramatic shift?

[t may sound like | am speaking with the benefit of hindsight, but actually | felt change was in the
wind even before the Lehman shock. This feeling wasn't based on a precise theoretical analysis of
market trends from the supply-demand equation for ships and the like. It was much simpler than
that—freight rates were abnormally high. My years of experience and instinct told me that this situ-
ation couldn't last and | started to believe that it was risky to run the company on the assumption
that such high freight rates would continue. | began expressing these views to members of the
Executive Committee around the beginning of the second quarter of fiscal 2008. However, bullish
views still dominated. | continued to have concerns, and at a later Executive Committee meeting |
directed that 15 Capesize vessels of the approximately 30 operating on spot contracts be switched
to medium-term agreements of between 3 and 5 years. This is because these vessels have a rela-
tively large impact on our earnings. This switchover was effected smoothly because the rate for
medium-term agreements was far lower than the spot rate at the time. Spot rates subsequently
plunged. Had we stuck with spot contracts, approximately ¥15.0 billion in earnings would have been

wiped out in the second half of fiscal 2008. This turned out to be a very good decision.

CAPESIZE BULKER MARKET

(U.S. dollars per day)
250,000

200,000
150,000 o
100,000 \ / L]
Time charter average 50,000
(4 TC routes)
Source: The Baltic Exchange
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a In recent years, MOL has produced outstanding results and
Q- management has won plaudits. However, that coincided with a period
in which the market did nothing but rise. How did management
respond when the shipping market slipped into an unprecedented
reverse in the second half of fiscal 2008?

The shipping market ebbs and flows as a matter of course. That means that a company runs a con-
siderable risk of suffering major losses during the inevitable market correction if it only pursues
expansionist plans when market conditions are buoyant. The marine transportation market has
enjoyed several years of expansion, but my management style has always factored in the risk of a
market pullback and we have always impressed upon employees to be ready to pull back as well.
In fiscal 2008, we were able to quickly implement our contingency plans. After the Lehman shock,
we reduced our fleet by approximately 70 ships through to March 2009 and we plan to downsize
by another 40 or so ships in fiscal 2009.

Implementing such a retrenchment strategy quickly is one part of a successful contingency
plan. However, downsizing a fleet results in lower revenues, and in some cases, one-off expenses
or losses may also be incurred. We were able to execute our pull-back because we have also
focused on strengthening our financial base while increasing our fleet. For example, our gearing
ratio (interest-bearing debt/shareholders’ equity) is an indicator of this financial soundness. As of
March 31, 2009, MOL's gearing ratio was 113%, a marked improvement from 400% at the end
of March 2002.

Without both quick execution and a sound financial position, it was almost impossible to
weather the harsh conditions experienced in fiscal 2008. Some companies found this out the
hard way; nearly 10 shipping companies have gone bankrupt around the world since the market
turned downward.

It is easy to talk about downsizing one’s fleet by around 70 ships, but in practice it is extremely
challenging to follow through with this in terms of operations and earnings in a short space of time.
Strong leadership is required. | responded to the situation much like a captain of a ship in the middle
of a storm by ordering that we lower the sails and batten down the hatches. | can't say that I did this
with 100% conviction, but, although somewhat hesitant, | felt that the most important thing to do

at the time was to act to ensure we weathered the storm.
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a Given that the market waxes and wanes, there is bound to be a
m recovery. What conditions do you believe will lead to the recovery? Do
you think the market will return to its former growth trajectory?

A recovery in market conditions for bulkships is conceivable. Containerships, though, face a more
complicated recovery scenario. We are, therefore, looking at the two sectors quite differently.

In dry bulkers, charter rates for Capesize ships fell from a peak of US$230,000 last year to
US$1,000 at a rapid rate of knots, but have since rebounded to around US$30,000 (in early May
2009), which does provide some comfort that things are improving.

This precipitous drop was due to a sharp downturn in demand for shipping of iron ore, as steel-
makers in Europe, the U.S. and Japan slashed production. In contrast, strong demand for iron ore
persists in China, partly because of the government’s aggressive domestic economic stimulus mea-
sures. Crude steel production in China is slightly up on 2008, while iron ore imports were report-
edly 30% higher year on year in the six months from January to June 2009. China has been slow
to build its domestic transportation infrastructure. In addition to this, the country’s mines have been
stopping production one after another due to the drop in the price of iron ore since the fall of 2008.
The upshot of this is that China is more reliant than ever on imported iron ore. If this trend contin-
ues, market rates will surely improve for Capesize bulkers, whose main cargo is iron ore. On top of
that, when crude steel production in industrialized countries recovers, it is quite conceivable that

Capesize bulker supply will be tighter than expected.

CHINA'S INCREASING DEPENDENCE ON IMPORT IRON ORE

(million ton) (%)
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a Demand has fallen by more than 20% in the containerships business.
Q- Some reports say that the supply of ships is increasing at an annual
rate of 10%, so isn’t it highly likely that MOL won’t see a recovery for
the next four to five years?

That's what we're assuming. All companies in this industry sector are literally in the same boat—
unable to implement effective steps, they are all continuing to suffer losses. But MOL is better
placed to weather this market storm than most, given that our containership operations are only
mid-tier in size globally. There used to be a line of thinking that bigger was better. But not now. In
the current market, the bigger the company, the harder it is, and companies that specialize in con-
tainerships have no other revenue sources. The situation is so serious that | wouldn't be surprised
to see some companies find the going too tough and fall by the wayside at some point down the
line. Were that to happen, the industry would be thrown into upheaval, after which the industry would
be more orderly than it is now.

MOL:s plan is to ride out this storm, limiting our losses in containerships as far as possible. With
our broad marine transport business, of which containerships is only part, and a comparatively strong
balance sheet, MOL has the underlying strength to wait it out for opportunities that may arise when

a new order is formed in the containership sector.

Q_ How has your strategy of striking a good balance between highly stable
m profits and market-sensitive profits served you amid the tumultuous
conditions in the marine transport market?

We define highly stable profits as earnings that have a low level of volatility because they are mostly
derived from medium- and long-term shipping contracts. Market-sensitive profits, on the other hand,
are those that are affected by various market factors. Highly stable profits, as defined in this way,
accounted for 36% of our ordinary income in fiscal 2007, when we posted record earnings. In fiscal
2008, this share rose to 59%. With ordinary income down by 32%, it was natural for the share of
highly stable profits to increase. In absolute monetary terms, highly stable profits increased from
¥108.0 billion to ¥120.0 billion in fiscal 2008. As | said earlier, this is because we concluded medium-

to long-term contracts when market conditions were buoyant in the dry bulker market.
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For fiscal 2009, our initial plan called for highly stable profits of around ¥120.0 billion, but we
now expect a slightly lower figure. One reason for this is that we expect the yen to be stronger than
in the previous fiscal year on average. Another reason is a large drop in revenues and earnings of
an unprecedented nature in the car carrier business due to the global economic recession. This
business had been a source of stable earnings because of the comparatively high barriers to entry.
For the time being, this situation is unavoidable given the abnormal market conditions, as highlighted
by General Motors’ bankruptcy filing. Even so, we have a higher level of stable profits than other
shipping companies around the world, and it is these profits that enable us to generate a certain
level of earnings despite the extremely difficult operating environment. This is a real strength of
MOL. We plan to continue developing an efficient business portfolio that maximizes highly stable

profits, while generating as much profit as possible from short-term contracts.

ACCUMULATION OF HIGHLY STABLE PROFITS

Highly stable profit + Market-sensitive profit = Ordinary income

1 2 Annual Report 2009

(¥ billions)

150 Highly stable profit =
Firm profit through middle and long-term contracts and projected profit from highly stable businesses.
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Your fiscal 2009 forecast factors in cost savings of ¥40.0 billion. How
realistic is it that you will be able to cut costs to that extent?

We are making steady progress with actions to cut costs by ¥40.0 billion in fiscal 2009 in all areas.
Areas targeted include running costs, repair expenses and subsidiary expenses. Costs have fallen
to nearly the level they were in 2006, before market rates rose steeply. We are therefore looking
closely at all costs that have risen substantially from the past in our efforts to cut costs. I'm fully
confident that we will achieve cost savings of ¥36.0 billion through these initiatives, but expect to
see even more savings. Our goal now for fiscal 2009 is to cut costs by ¥57.0 billion. Cost-cutting
efforts are typically the most effective in containership operations, where we plan reductions of

¥270 billion of the ¥57.0 billion target.



Q. Have you revised your fleet expansion plan given the dramatic change
= in the business landscape?

As | said before, our long-term fleet expansion plan has not changed. Our initial plan under MOL
ADVANCE was for a fleet of 1,200 vessels by the end of March 2013. We still hope to achieve that
number, but probably about two years later than we planned.

You may question why we are still looking to expand our fleet in this harsh environment. Well, 'm
convinced that the marine transportation market will continue growing over the medium and long
terms. We are temporarily reducing our fleet size, but | don't want this to be interpreted that the market
has stopped growing. One must remember that the world economy has many more dimensions to it
these days. Eastern European countries have become interwoven in the global market economy over
the two decades since the fall of the Berlin Wall in 1989. And then there is the emergence of econ-
omies in countries like China. These sorts of factors have driven dramatic growth in the marine trans-

port industry. We continue to base our management of MOL on this paradigm change.

DETAILS OF FLEET EXPANSION PLAN (AS OF APRIL 2009)

Fleet scale at |[e]E7.(s)'/,
the end of  Ighips to join MOL fleet | Fleet scale at the end of |Ships to join MOL fleet | Fleet scale at the end of
x‘\afh I";°°9 (Ordered) March 2010 (Plan) (Plan) March 2013 (Target)
ctua
FY2009 (Plan) FY2010-FY2012
Bulkships No. of vessels 695 740 875
New vessel launching 69 126
Dry Bulkers No. of vessels 356‘ 372I > 438
New vessel launching 26 59
Tankers No. of vessels 178, - 202/ g 243
New vessel launching 29 39
LNG Carriers No. of vessels 72‘ 77I 3 75
New vessel launching 5 1
Car Carriers No. of vessels 89‘ 89I > 119
New vessel launching 9 27

Containerships No. of vessels 115 113 120
New vessel launching 9 18

Others No. of vessels 51 47 55
New vessel launching 1

Total No. of vessels 861 900 1,050
New vessel launching 78 145

Notes: 1) Fleet scale at the end of fiscal years includes spot-chartered ships and those owned by joint ventures.

2) Numbers of ships to join MOL fleet exclude spot-chartered ships and include those owned by joint ventures.

Q_ You are forecasting profits to remain at a lower level than the past for
= the next few years, yet you are increasing borrowings at the same time.
How should people measure MOL's shareholder value in this context?

Interest-bearing debt at March 31, 2009 stood at ¥702.6 billion, up from ¥601.2 billion a year ago.
Of the approximate ¥100.0 billion increase, ¥30.0 billion was to increase cash on hand so we were
prepared to weather uncertain financial conditions. The remaining ¥70.0 billion was appropriated

for ordinary capital expenditures. Because net income was so high through fiscal 2007, capital rose
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at a faster pace than debt, resulting in a lower gearing ratio. At the end of March 2009, however,
the gearing ratio had crept up to 113%, from 89% a year ago, reflecting increased borrowings and
a ¥bb5.6 billion decrease in shareholders’ equity to ¥623.7 billion. The decrease in shareholders’
equity was due to a ¥142.8 billion change in accumulated gains (losses) from valuation and trans-
lation adjustments.

The main reason for the change in “accumulated gains (losses) from valuation and translation
adjustments” was foreign currency translation adjustments. MOL has many overseas consolidated
subsidiaries with December 31 fiscal year-ends. Foreign currency translations mostly used a yen-
US$ rate of ¥91 at December 31, 2008, leading to the apparent large decline in capital. However,
the exchange rate had returned to ¥98 at March 31, 2009. Had this rate been used instead, share-
holders’ equity would have been around ¥670.0 billion and the gearing ratio 105%. There was thus
no substantial change in shareholder value as calculated from the balance sheet.

In these times of global economic upheaval, in addition to the strength of our balance sheet, |
think people should look at how much MOL's qualitative value has increased. This is our latent capa-
bility as a company. Whereas the balance sheet allows for measurement on accounting and quan-
titative terms, qualitative value is a measure of our resilience in tough economic circumstances and
our ability to rise when the inevitable market recovery comes. In other words, qualitative value should
be measured as the extent to which we are more competitive and have delivered higher profits than
other companies in a difficult business environment, as well as how ready we will be to catch the
next wave of growth. I'd like shareholders to keep asking me whether we are prepared for that wave

and when it will arrive.

The shipping industry has been battered by rough economic conditions
since last year. What role has corporate governance played in helping
MOL to navigate these rough conditions?

In calmer times, corporate governance’s value lies in ensuring exhaustive debate. However, in tur-
bulent conditions, how corporate governance functions is more important than discussions and
information sharing. During fiscal 2008, actions rather than debate proved telling as we switched
into crisis response mode.

Since | took over as president, | have held frequent face-to-face meetings with personnel from
the manager rank up. We call these meetings “Can Do Meetings” and they have provided a valuable
forum for me to directly communicate management policy and thinking to front-line employees in
my own words. I'd like to think that it was thanks to these meetings that MOL was able to act much
faster and better than peer companies during fiscal 2008.

The presence of three independent outside directors was extremely meaningful as well in this
crisis mode. | received valuable advice from these directors from an objective, third-party standpoint,
as well as from shareholders and other investors about whether | was carrying out my daily duties
as CEO properly. | believe that our corporate governance, centered on these directors, functioned

effectively before and during the crisis.



a Mr. Ashida, you seem to have a knack for coming up with concise
Q- slogans to simplify the essence of your approach to management at
any given time. Expressions like “Diversify Risk With Diverse Ships” and
“Be Prepared to Reverse Rudder (Pull Back)” are certainly memorable.
Do you have a slogan for your approach to management today?

“Cultivate more skilled employees!” The challenge we face today in this market lacking vitality is like
growing wine grapes in poor soil—difficult, but when done well the final product achieves an unpar-
alleled flavor. | remember reading a famous expression attributed to Panasonic founder Konosuke
Matsushita along the lines that good times are good, but bad times are even better. In this sense,
there couldn't be a better time than now for improving our operations. We can improve them in terms
of costs, as | said earlier. We can improve them in terms of efficiency. And we can improve them in
many other ways, such as by using this lull in economic activity to perform maintenance to make
doubly sure that our fleet is up to scratch and teach our people about safe operations. But, above
all, this time is the best opportunity for our people to acquire the skills to do business better.

MOL enjoyed seven straight years of revenue and earnings growth. But not once during those
prosperous economic times did our younger employees experience what it was like to do business
under difficult conditions. All they know is good times. They learned how to take customer orders
well, because that was key during the strong market conditions. They learned how to catch the
waves, to be good surfers.

But what those prosperous years did not teach them was a more fundamental skill: how to swim
well. From now on, their individual wisdom and ability to execute will be tested. They'll have to become
better swimmers as well, using their skills and capabilities to get to shore. | believe that they'll learn
more from their experiences today than before, and that MOL will be in even better shape in the
future as a result.

I hope that our younger employees stand up and rise to the challenge to overcome this difficult

business environment. I'm certainly committed to making this happen.

MOL ADVANCE

Mitsui O.S.K. Lines’ Action and Direction at the Vanguard of Creating Excellence

Long-Term Vision: To make the MOL Group an excellent and resilient organization that leads the world shipping industry

Main Theme: “Growth with enhanced quality”
—Ensuring safe operation is the highest priority, while achieving sustainable growth and enhancing quality.

Overall Strategies

Strategy 1:
Implement comprehensive measures to
reinforce and ensure safe operation

Strategy 2:
Focus management resources heavily on
growing fields in the ocean shipping industry

Strategy 4:
Enhance Group-wide strength and
competitiveness

Strategy 3:
Accelerate globahzahon and enhance
sales capabilities in emerging markets

Sustainable expansion of
sales and profits

Governance Strategy 5: Establish a governance structure that fulfills stakeholders’ trust
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Operational Safety

Complete operational safety is of the utmost importance at
MOL, and we view it as our social responsibility. In the wake of

four successive major marine accidents in fiscal 2006, we
reflected deeply on and analyzed the factors that caused these

incidents. This led us to establish the Safety Operations
Headquarters, which is at the vanguard of our efforts to

forcefully promote measures that will prevent future accidents.

In this section, we introduce some of those measures.

Safety Conference

Since 2007, we have been holding Safety Confer-
ence briefing sessions in three locations around
the world: India, the Philippines and Eastern
Europe. These conferences gather executives and
employees of ship management divisions, includ-
ing MOL's executive officer in charge of safe
operations, and seafarers on leave. Attendees
receive presentations on MOL's present status
and expectations for seafarers, learn from past
problems by looking at case studies, and discuss
hidden risks in their workplaces and measures to
improve safety. Every year ahead of the briefing
sessions, MOL employs outside specialist consul-
tants to conduct interviews with seafarers for their
candid opinions and uses the feedback to pinpoint
problem areas and set priorities. Interactive com-
munication among front-line personnel (seafar-
ers), supervisors (land-based superintendents)
and management is crucial for enhancing shared
understanding of what operational safety means
and these conferences provide a valuable forum
for that. Three years into this program, we found
this year that seafarers, who in past years had
been somewhat reticent, were prominent in voic-
ing constructive opinions, an encouraging sign
that mindsets are changing. MOL utilizes the ideas
for building safer ships and for supporting opera-
tional safety that emerge from the discussions at

these conferences to devise its strategies.

Safety Operation Supporting
Center (SOSC)

In February 2007, MOL established the Safety
Operation Supporting Center (SOSC) in its
Tokyo Head Office building. The SOSC operates
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round-the-clock and is staffed full time by expe-
rienced captains, who constantly watch over
MOLs approximately 860 fleet. The SOSC pro-
vides real-time information to individual ships to
aid in safe navigation. Besides weather and sea
conditions, this up-to-the-minute information
extends to information on terrorism and piracy,
and public safety and hygiene for calling ports.
Duty officers at the SOSC do more than simply
pass on information. As experienced captains
themselves, they receive questions and consulta-
tions from vessels and offer appropriate advice
based on their experience and wealth of informa-
tion available to them. Captains of ships at sea
are under constant pressure as the master of
huge vessels. One of the SOSC’s roles is to
ensure that they never feel alone, so that they can
make cool-headed and quick decisions that put
safety first when needed. The SOSC thus provides
wide-ranging support in collaboration with com-

mercial divisions.

Ship Visits and Training
Improving interactive communication between land
and sea is an ongoing theme at MOL. One way

we are fostering closer communication is through

ship visits. In fiscal 2008, we introduced a system
where management-level staff (executives and
division heads) visit ships to talk about company
management. This program builds on an existing
system that involves mainly staff responsible for
commercial operation and ship management hold-
ing meetings on ships. We also run Company-wide
focused operational safety campaigns twice a
year. These are some of the ways that we provide
frequent opportunities for seafarers and land-
based staff to understand each other and discuss
operational safety on the same footing.

We have also produced an educational DVD
reenacting the four major marine accidents that
occurred in fiscal 2006 to ensure that this pain-
ful experience does not fade from our collective
consciousness. This DVD is shown to MOLs sea-
farers and land staff around the world as part of
our training program. Through workshops and
theme-based training for personnel in charge of
operation onshore, we hone a sense of respon-
sibility for achieving improvement of both naviga-
tion efficiency and safety. When it comes to
operational safety measures, all parts of our activi-
ties are equally important at MOL, whether on

land or at sea.

MOL PRESIDENTIAL AWARD

In 2008, MOL instituted the MOL Presidential Award, a system where the president directly honors sea-

farers who have demonstrated leadership at sea and have an outstanding record in safe navigation. In

the first year of this award, a total of five MOL
Group captains and chief engineers were selected
and invited to an awards ceremony with their
spouses. We believe that recognizing people who
achieve a major contribution to safe front-line oper-
ations will make them role models and good exam-

ples for all our seafarers to follow.




Seafarer Training

As of March 31, 2009, MOL had some 11,400
seafarers working in its fleet, but as the number of
vessels continues to increase, so will the number of
shipboard personnel. In order to provide safe, high-
quality transportation services, the company needs
to secure a steady supply of highly skilled, top-flight
seafarers. Therefore, the company has established a
training program to cultivate and train top-quality
seafarers. The following report offers a more
in-depth look at that program.

Cultivating Seafarers With Excellent Skills and Strong
Loyalty

In 2007, MOL launched a large-sized training ship named “Spirit of MOL
and introduced an onboard training program for maritime school graduates
(cadets) using a unique curriculum that the company developed itself. The
training ship welcomes around 180 new cadets from 5 to 7 different coun-
tries, who spend a period of 4 to 6 months acquiring basic seamanship skills
while the ship operates in the waters of the Philippines and Southeast Asian
countries. The intensive training program carefully selects well-trained super-
visors and seafarers to serve as instructors, and ensures that all cadets
receive thorough training in safe practices and basic operational skills. By
living and working together on the ship, the multi-national young cadets
develop strong bonds of cooperation while acquiring practical navigation
and marine engineering skills and learning to take pride in becoming MOL
seafarers. MOL has invested energetically in this program, which is one of
the first dedicated training ship programs developed by a private-sector
shipping company, to provide cadets with essential multicultural understand-
ing and professional skills. In fiscal 2008, in recognition of the program’s
quality and success, Lloyd's Register - Fairplay Ltd. presented MOL with
the “Safety at Sea International Award 2008" (training division).

In the summer of 2008, the Spirit of MOL was dispatched to lloilo City,
in the Philippines, to assist in disaster relief efforts following a major typhoon.
The ship delivered emergency supplies for the government of the Philippines,
helped to clean up public facilities that had suffered severe flood damage,

and assisted with local restoration work. In

recognition of these efforts, the Republic of
the Philippines’ Office of the President offered
official appreciation to MOL, the training ship,
her cadets and crewmembers. In this way,

the Spirit of MOL was able to contribute to

disaster relief in the Philippines, the largest

source of MOL seafarers. Not only did the

cadets help MOL fulfill its corporate social

responsibility; they also had a unique opportunity to work in an environment
very different from their usual shipboard life, and strengthen the bonds of
cooperation by taking part in a humanitarian relief operation.

When their training aboard the Spirit of MOL is complete, and the cadets
have acquired basic operational skills, they are assigned to a ship in the MOL
fleet to receive more “hands-on” training. The captain and his crewmembers,
who have extensive experience and skill over years of shipboard service, give
cadets on-scene training in cargo handling, ship maneuvering and machin-

ery operations, seeking to teach the cadets the decision-making skills as

well as know-how and the work ethic that have been cultivated by MOL sea-

farers. In order to accommo-
" w am date these trainees, and
provide a proper training envi-

\

ronment, new ships that are
e

being built for the MOL fleet
are equipped with additional
cabins to meet the increasing
demand. By taking part in both the training ship program and a period of
apprenticeship on an actual MOL vessel, the cadets are able to obtain the
basic knowledge, safety awareness, applied skills, and ability to be a fully
fledged MOL seafarer.

MOL has also established land-based facilities in six countries (Japan,
the Philippines, India, Montenegro, Indonesia and Russia) to provide
upgraded training to seafarers on leave, or prior to their next tour of duty.
The training programs seek to enhance the various specialized skills of
MOL's shipboard personnel. The company also cooperates with maritime
universities in the countries that produce most of the world’s seafarers, by
offering “cadet programs” and scholarships, thus contributing to the cultiva-

tion of excellent seafarers.

Support for Families
Seafarers spend several months at a time away from their families, on board
a ship, so it is very important that family members can understand and sup-
port their husbands, fathers and brothers while they are on tough duty at
sea. The overseas manning offices, which take care of MOL seafarers, pro-
vide various information continuously to families, and organize regular “family
gatherings,’ giving special awards to long-serving employees, in an effort to
strengthen ties and promote the sense that they are members of the “MOL
family” In this way, the com-
pany strives to create a sense
of loyalty, and pride in being a
member of the MOL Group,

and thus promote safe opera-

tion of our fleet further.
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MOL at a Glance

IB 1

ulkships
(Dry Bulkers, Tankers, LNG Carriers and Car Carriers)
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BUSINESS DESCRIPTION

MOL operates a world-class fleet of dry bulk-
ers, tankers, LNG carriers and car carriers,
including the world's largest fleet of dry bulk-
ers, with 356 ships. Many of these are special-
ized vessels built specifically to suit a type of
cargo; 136 (101 Capesize and 35 Panamax)
supply iron ore and coal to the steel industry,
37 are specialized steaming coal carriers, 48
supply wood chips to the paper industry, and
8 are heavy lifters. Another 127 are general
cargo bulkers which transport all manner of bulk

cargoes, ranging from grain to industrial goods.

SALES BREAKDOWN BY SEGMENTS

MOLs fleet of 178 tankers is diversified

to carry a wide range of liquefied prod-

ucts—42 are crude oil tankers, 49 are product
tankers, 27 carry LPG and methanol, and 60
carry chemicals. MOL also has 72 LNG tank-
ers, many assigned to specific projects, giving
it the world’s number-one share of this
market. MOL operates a world-class fleet of
89 car carriers which offer high-quality ser-
vice to transport finished vehicles to market.
MOL has earned a reputation for reliability

from its customers.

5 3%
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BUSINESS DESCRIPTION

MOL operates a very diverse fleet of 115
containerships, both large and small, in all
regions of the world. In addition to the key
east-west routes linking Asia to North America
and Asia to Europe, MOL also serves north-
south or intra-Asia routes, providing a bal-
anced network that covers the entire globe
and serves the transport needs of global cli-
ents. This segment also includes MOL's con-
tainer terminal operations in Japan, the U.S,
and Thailand.

SALES BREAKDOWN BY SEGMENTS

Dry Bulkers 299

Tankers 10%
LNG Carriers 8%
11 %

Car Carriers

W34%

_

* Fiscal 2008 results. Please see page 73 for revenues figures.
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BUSINESS DESCRIPTION

The main objective of MOL's logistics busi-
ness is to maximize synergies with other MOL
divisions. MOL has adopted a “market-in”
approach to ensure that it can offer services
that exactly match the needs of customers.
The highly regarded MOL brand helps this
segment achieve steady growth. A capital
tie-up and business alliance with Kintetsu
World Express, Inc, allows both companies
to offer a one-stop service to customers that
require both sea and air freight services. MOL
is also working aggressively to develop an
ocean consolidation business (OCB) which
can provide procurement and distribution

services for various consumer products.

SALES BREAKDOWN BY SEGMENTS

) 3%

_

Revenues (left scale) M Ordinary income (loss) (right scale)

BUSINESS DESCRIPTION

MOL has established an extensive service
network which offers diversified and high-
quality transportation services throughout
Japan. As part of its efforts to address envi-
ronmental concerns, the government is pro-
moting a “modal shift” in transport, which
emphasizes ferry transportation over trucking.
The MOL Group serves as a model for this
policy, with the most extensive domestic net-
work of ferries and an aggressive program to
tap latent demand for cargo shipping. This
segment also includes domestic transport of
bulk cargoes such as coal, steel and salt.

SALES BREAKDOWN BY SEGMENTS

) 3%

E

Revenues (left scale) M Ordinary income (right scale)

BUSINESS DESCRIPTION

This segment is centered on the office and
residential building leasing operations of Dai-
biru Corporation, as well as one of Japan's
largest tugboat operations. Other activities
include marine consulting, maritime engineer-
ing, trading, and temporary staffing, most of
which have some relationship to MOLs core
ocean transportation business. The segment
also covers the cruise ship operations of the
Nippon Maru and other cruise liners.

SALES BREAKDOWN BY SEGMENTS

6 %

iy

_
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MOL in the Industry

MOL operates a |arge and balanced WORLD MAJOR CARRIERS’ FLEETS (ALL VESSEL TYPES)
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WORLD MAJOR CARRIERS’ REVENUE PORTFOLIO DRY BULKERS
BY SEGMENTS
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MOL Fleet Composition FY2008

Notes: Dry bulkers Tankers
1. Figures are as of March 31, - - - - - -
2009; numbers in parentheses  Bulk carriers Wood chip carriers Heavy lifters Crude oil tankers Chemical/Product tankers

are as of March 31, 2008,
including spot-chartered ships and :
those owned by joint ventures. =

2. The figures in the graphs above
for the five different types of
vessel do not match MOL Fleet
Composition data due to discrep-
ancies between the calculation
methods of external organizations
and MOL, and other reasons.
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TANKERS LNG CARRIERS
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Overview of Operations

IB 1

ulkships
Dry Bulkers

MASAFUMI
YASUOKA
Senior Managing
Executive Officer

Historically High Rates
Plummet in Second Half

Fiscal 2008 was a historic year. In the first
half, we saw market rates steeple to all-
time highs. They subsequently came
crashing down in the second half as
market demand dried up in the wake of
the dramatic slowdown in the world econ-
omy precipitated by the Lehman shock.
You could say we had the best and worst
of it all in one year. Dry bulkers recorded
lower earnings as a whole in fiscal 2008
despite higher earnings from medium- and
long-term contracts. This was principally
due to a large drop in earnings from ves-

sels operating on spot contracts which are

exposed to market fluctuations.

]
The Capesize bulker
Brilliant Sunrise
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As of March 31,2009, MOL operated
about 360 dry bulkers, which are broken
down according to size and purpose into
a number of sub-categories, including
Capesize bulkers (the largest size among
dry bulkers), Panamax bulkers, Handymax
bulkers, Small Handy-size bulkers, wood
chip carriers, heavy lifters, and short-
range bulkers.

In this section, we explain the dry bulk-
ers business by dividing operations into two
categories; iron ore and coking coal trans-
portation, which is mainly driven by Cape-
size bulkers, and other dry bulk transportation

conducted by smaller-size dry bulkers.

Iron Ore and Coking Coal
Transportation

Iron ore and coking coal transportation saw
an extremely strong first half stand in stark
contrast to the lows of the second. We
experienced record-high market rates and
then the drop. Things peaked in June and
July 2008, with a subsequent slowdown
related to lower Chinese steel production
during the Beijing Summer Olympic Games
and then there was the sudden drop in the
manufacturing industry as the financial
crisis surfaced. These effects reverberated
to the shipping industry. We reacted by
scrapping ships, and cancelling, at a cost,

contracts on three relatively expensive time

The wood chip carrier
Crystal Pioneer

charter vessels. We also proceeded to
return some ships without extending the
charter expiration period, as part of efforts
to downsize our fleet.

Overall, we had planned to have a 160-
strong fleet of coal and iron ore carriers by
the first half of March 2014, consisting of
130 Capesize and 30 Panamax bulkers. But
now, in light of market conditions, we have
lowered this target to 1560. Further, the fleet
size may decrease to 130 ships, if we decide
not to renew expiring time chartered vessels.
In any case, we placed orders for many of
the future fleet additions at a time when new
building prices were relatively cost effective,
affording us a high degree of competitive-
ness in our operations.

Regarding the so-called “2010 Prob-
lem,’ given shipbuilders’ less-than-anticipated
capacity and issues surrounding fundraising
that have led buyers to cancel shipbuilding
orders, the number of new bulkers in the
industry is likely to be less than half the ini-
tial forecasts. Similarly, new ships coming
into service in 2010 will be substantially

down from forecasts a year ago.

CONSOLIDATED REVENUES
BREAKDOWN
(Results in FY2008)

Subsidiary
(Mitsui O.SK. Kinkai Ltd.)

56 ———— =
Steaming Coal
8%
Wood Chip
2 17
General Bulk

2 3%

Iron Ore and Coking Coal

55%




In terms of our portfolio, at present
70% of our dry bulkers are operating on
medium- to long-term contracts, while the
remaining 30% are spot vessels. The per-
centage temporarily fell to as low as 15%
during fiscal 2008 because we were able
to sign contracts at higher rates, which

enabled us to accumulate stable profits.

Other Dry Bulk Transportation
The market was one of extremes in fiscal
2008, as it sank from historical highs in the
first half to historical lows in the second.
MOL delivered a solid performance overall
amid this market storm. We can't say that
we forecast those market changes, but we
increased the share of medium- and long-
term contracts in our portfolio up until the
summer of fiscal 2008, as we considered
it was about the right time to do so. In ret-
rospect, this action helped immensely to
minimize the damage of the market turmoil
to our operations. On top of that, we moved
quickly in fiscal 2008 ahead of other com-
panies to downsize our fleet and cancel
expensive time charter contracts before the
stipulated expiration dates. We have
already used the cold lay-up method or
scrapped 10 wood chip carriers and other
small vessels. We actually cancelled 9 time
charters before expiration. However, given
that there are a large number of old ships
active on the market, we are still well
placed because of the relatively young age
profile of our fleet; the old ships will gradu-
ally be retired, while our young fleet will
take their place.

In terms of our deployment of free ton-
nage, 50% is assigned to the Pacific and
50% to the Atlantic. We are benefiting from
high rates on the latter due to tight supplies
of ships stemming from the fact that large
quantities of grains have historically been
transported from North and South America
to Asia across the Pacific. We expect this
situation to continue for some time going

forward.

Resilient and Buoyant—
Prospects Going Forward

Iron Ore and Coking Coal
Transportation

Fiscal 2008 was significant for the comple-
tion of two additional very large iron ore
carriers (VLOCs), following the completion
of the Brasil Maru in fiscal 2007; two more
are scheduled for completion in fiscal
2009. As we have already entered into
long-term contracts with clients for all of
these ships, this will help bolster our stable
earnings going forward.

China will obviously remain an impor-
tant market in the future. Steel mills in
China are still operating at high levels and
small and medium-sized mills are continu-
ing to import iron ore. In fact, import vol-
umes of iron ore rose from 383 million tons
in 2007 to 444 million tons in 2008. Fore-
casts for 2009 call for a similar level as in
2008, so China should continue producing

at the same level as now.

One of MOL's greatest strengths is its
fleet and how we manage it by keeping the
right balance between long- and medium-
term contracts and spot contracts. Spot ves-
sels have an important role to play in helping
shipping companies bridge the gap between
the time when the need for a new ship
arises and the time when a ship can actu-
ally be built. While continuing to reduce
costs by retiring old ships and returning
high-cost time charter ships, we will lever-
age our fleet to capitalize on future business
opportunities and increase our earnings.

Given the prevailing conditions in the
shipping market, which have seen some
companies falter, customers are increasingly
choosing shipping companies with strong
credit ratings to mitigate risk. This is good
news for MOL with its longstanding cus-
tomer base and as both an owner and an
operator of ships, rather than an owner that

simply charters ships out.

IMPORT AREA-WISE WORLD IRON ORE SEABORNE TRADE
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WORLD DRY BULKERS AGE PROFILE

(As of March 2009)

Capesize
(100,000dwt- 834 ships)
0-14 25+
539 67
8%
20-24
88
156-19 l
140 11%
17% /
Handymax
(40-59,000dwt 1,736 ships)
0-14
1203 QQ‘?;
13%
20-24
156-19 21
108 12%

60/0 ’

Source: Clarkson

The increasing number of overseas
customers is evidence of MOL's growing
presence and reputation. At present, we
transport 100 million tons of iron ore and
coking coal annually, 65 million tons of
which is brought to Japan. In fiscal 2009,
this ratio should be about 50-50.

Other Dry Bulk Transportation
China and India are still strong driving
forces for natural resources and raw mate-

rial demand regardless of the downturn in
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Age

No. of ships

Portion

Panamax E—
(60-99,000dwt 1,554 ships)

0-14 25+

1,039 262

17%

20-24

156-19 125

128

! 8%
8 % ‘

Small Handysize
(10-39,000dwt 2,843 ships)

the U.S. and Europe. This is because newly
emerging economies continue to invest
heavily in infrastructure as part of their
nation-building process. They'll need these
resources to do that—and MOL to get them
there. One must not forget also that the
Obama Administration has bold public
works plans under its new stimulus pro-
gram to invest in new roads and bridges in
the U.S. This should create demand for
main cargoes like cement, steel products

and so forth, too.

Supporting Global Industry—
THE PORT OF NEWCASTLE

MOL also uses its versatile fleet of dry
bulkers to transport copper ore, nickel and
aluminum, all of which are used in electronic
products, houses and cars. These markets
have all been badly affected by the global
financial crisis. However, this is only cyclical
and demand for these products will surely
rebound, spurring more demand again for
the raw materials used in them. To ready
MOL for this recovery, we are casting our
net wider to glean the sort of information
we'll need to decide when these cyclical
markets have reached the expected turn-
ing point. Along with rising demand for
chrome and manganese, materials neces-
sary to make the special steel for building
national infrastructure, this expected
upswing could spell explosive demand for

shipping raw materials.

The Port of Newcastle in Australia is the world's largest coal loading port—some 92 million tons of

coal are exported from here annually. Coal is an important resource, supporting industry worldwide. In

addition to fuel for power generation, coal is used to make cokes for producing steel. MOL berths

approximately 260 dry bulkers every year at the Port of Newcastle. These vessels transport roughly

23 million tons of coal not only to Japan but also to other countries. Pictured is a ship loader which

places coal in the ship's hold.
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Fulfilling Our Role to Generate
Stable Profits

Prevailing economic conditions were diffi-
cult in fiscal 2008, but the fact that most

of our LNG fleet operates on long-term

contracts meant we were largely insulated
from the global downturn. Our sales and
earnings decreased slightly year on year,
because of foreign exchange rate move-
ments and more dry dockings than the pre-
vious year. In fiscal 2008, we played our
expected role of generating stable profits
in the MOL Group.

During fiscal 2008, we continued to
bolster our LNG carrier fleet. As of March
31,2009, our fleet consisted of 72 vessels,
compared with 60 a year earlier. Our plans
call for the completion of five more vessels
in fiscal 2009 and another in fiscal 2010.

Until recently, there had been concerns
about delays with new LNG projects, which

were triggered by various factors, including a

LNG DEMAND FORECAST

(million tons)

shortage of construction personnel, although
LNG sales contracts have been fixed—under
long-term contracts, once we have taken deliv-
ery of a vessel, revenues are guaranteed by
the charterer even if a project hasn't come
online as planned. Incidentally, we have seen
delayed projects come online one after
another this year.

Safe navigation continued to be a hall-
mark of our operations during the past
fiscal year. In addition to implementing the
MOL Safety Standard, two years ago we
adopted TMSA™ for LNG carriers that is
similar to that for oil tankers. Fleet manage-
ment has improved qualitatively as a result
of adhering to those standards, and we
have won high marks from various quarters
for this initiative.

* Tanker Management and Self Assessment. A best-practice

guide for tanker operators and owners issued by OCIMF (Qil
Companies International Marine Forum).

Resilient and Buoyant—
Prospects Going Forward

Our market is expected to gradually regain
its vitality in 2009 with a large number of

LNG projects coming on-stream in the Middle
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East, Indonesia, Russia and elsewhere. There
could very well be a shortage of LNG carriers
around 2015 as demand increases. The pro-
file of natural gas as a clean energy source
will continue to underpin demand growth
going forward, particularly in emerging mar-
kets like China, India and Thailand.

MOL has the largest LNG transport
business in the world, with a global market
share of around one-quarter. Our expansive
network, technological capabilities, active
investments in educating seafarers, and cus-
tomer relationship building give us a com-
petitive edge. Capitalizing fully on these
advantages as the industry forerunner, MOL
will hone its competitive edge in terms of
transportation cost and quality to remain the
leading force in the LNG shipping industry.

We're also targeting new growth oppor-
tunities. MOL is currently having two shuttle
& regasification vessels (SRVs) built. These
SRVs, which will come into service from
around November 2009, will deliver LNG to
a terminal located off-shore Boston, in the
U.S. state of Massachusetts. These vessels
don't require onshore regasification facilities
and are ideal for ports where receiving ter-
minals cannot be constructed. FPSO (Float-
ing Production, Storage and Offloading)
units are another recent industry develop-
ment for small-scale LNG projects to pro-
duce LNG on-board. We will strive to

contribute to such new developments, too.

Oman-—
A SEAFARING NATION

The country of Oman has rich supplies of oil and
natural gas. In 2003, MOL forged a business alli-
ance with-the government of this Middle Eastern
nation to support its efforts to create a shipping
industry. Oman subsequently established the state-
run Oman Shipping Company SAAO.C, to which
MOL is providing wide-ranging support, including
specialist advice. Ancient Oman was regarded as
one of the world's foremost seafaring nations, well
known for the legend of Sinbad the Sailor. Today,
modern Oman is working to reestablish its ship-
ping industry, backed by its abundant energy
resources and MOL's expertise.
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A Good Year Considering the
Circumstances
In fiscal 2008, the supply of crude oil tank-

ers remained tight, because more single-
hulled tankers were retired ahead of the
2010 deadline stipulated by international
agreements, a relatively small number of
new vessels entered service, and crude oil
transportation from OPEC nations was
robust. Overall, crude oil transportation rose

in volume terms and we recorded higher

The Aframax tanker
Atlantic Explorer
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sales and earnings. Product tankers per-
formed relatively well, supported by
increased refining in oil-producing countries
and demand for transportation of refined
products over long routes like the Far East
to South America. LPG tankers, after
recording historically high freight levels last
summer, saw demand plummet as Saudi
Arabia restricted exports. Chemical tankers,
despite the relatively stable market struc-
ture, finally saw freight rates decline due to
the rapid economic downturn in the second
half of fiscal 2008.

There was no change in our policy of
how to best distribute our fleet by contract
length in fiscal 2008. By and large, 70% of
our crude oil tankers operate on medium-
and long-term contracts. Several VLCCs
(Very Large Crude Oil Carriers) operate on
spot (short-term) contracts, and smaller-size
crude oil tankers operate mostly on spot
contracts. Product tankers and LPG tankers
principally operate on a spot basis. Chemi-
cal tankers operate mostly on one-year con-
tracts. This portfolio allocation served us
well, enabling us to maintain a good balance
between stable profits from medium- to
long-term contracts and market-sensitive
profits. This is why we were able to achieve
a solid performance in fiscal 2008 despite
the first decline in world oil consumption for
20 years.

Meantime, in December 2008, our fleet
of crude oil tankers became 100% double-
hulled, earning our operations further rec-

ognition from customers.

CONSOLIDATED REVENUES
BREAKDOWN
(Results in FY2008)

Chemical .

(Tokyo Marine Co,, Ltd.) Crude Oil
28%

Methanol/

LPG

11% Product
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Resilient and Buoyant—
Prospects Going Forward

Fiscal 2009 will surely present more chal-
lenges for the industry. But when the eco-
nomic tide turns, our core strengths and
evolving market dynamics should power our
growth. Based on this belief, we plan to con-
tinue expanding our entire tanker fleet to
accommodate growing demand for tankers.

LPG tankers, where we are one of the
major players, is one area with growth poten-
tial. We expect LPG seaborne trade to
increase as countries like Qatar raise pro-
duction—Qatar in fact is expected to surpass
Saudi Arabia in terms of annual production
volume in 2012—and for other reasons, such
as increased household use of this energy
in China, India and elsewhere. That's why in
January 2009 we formed a VLGC (“Very
Large Gas Carrier”) pool called LPG Global
Transport (LPG Global), along with Gulf LPG
Transport Company W.L.L. of Qatar (Gulf
LPG). LPG Global is currently operating
MOLs 5 VLGCs, out of a total of 9 MOL
LPG tankers, and Gulf LPG's 4 VLGCs. With
7 more new VLGCs poised to enter our fleet,
which will be operated by LPG Global, we
should have 16 LPG tankers at our disposal
in 2010.

Crude oil tankers held up comparatively
well in fiscal 2008 despite the decline in
worldwide oil consumption. Although 2009
is likely to see oil consumption continue to
decline, it will inevitably increase over the
long term because demand for consumer
goods and raw materials will grow as the
world population increases.

We will continue to operate and invest in
our fleet to meet current and upcoming
market demand, and to achieve maximum
cost effectiveness and earnings growth.
MOL is one of the industry’s top players in
terms of fleet size and we also have a low
average cost per ship due to astute orders
placed in 2002 and 2003. Moreover, we have
one of the best operating safety records in
the industry. We are ready to grow in tandem

with a recovery in market conditions.
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Plummeting Demand
Necessitates an Equally Rapid
Response

The volume of vehicles shipped worldwide
increased to about 14 million units in 2007.
Based on this increasing trend since the
beginning of this century, we were gearing
up to transport 3 million vehicles in fiscal
2008, assuming a market of 15 million
units. And until October 2008, we were on
target. Thereafter, year-on-year demand
plummeted by as much as 60% in January
2009. We have experienced downturns
before, but nothing like this.

As demand nosedived, we were forced
to rethink our plans and restructure our
fleet.

When the situation became clear in
October 2008, we acted immediately.
Thanks to quick decision-making facilitated
by our simple organizational structure, we
scrapped 15 ships and returned 4 others
in fiscal 2008. Thereafter, we initiated
phase-two of a downsizing plan, which will
see us scrap 6 vessels and cold lay-up 11
others in fiscal 2009. Fleet downsizing will
thus continue through March 2010 in line
with industry demand, resulting in around
80 vessels by March 2010; we had planned
to have 105 ships by that stage unde