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Yang Ming Marine Transport Corp. Ratings
Affirmed At 'twBBB/twA-2'; Outlook Stable

April 29,2019

Rating Action Rationale

Taiwan Ratings Corp. today affirmed its 'twBBB' long-term and 'twA-2' short-term issuer credit ratings
on Yang Ming Marine Transport Corp. The outlook on the long-term rating is stable. At the same time,
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we affirmed our 'twBBB' issue credit rating on the company's senior unsecured corporate debt. The +886-2 8722-5829
ratings on Yang Ming continue to reflect the company's fair market position as a mid-size container anne.kuo

carrier with adequate trade route coverage in the global market and improved cost structure driven bya ~ @spglobal.com
more fuel-efficient fleet. High volatility in the long-haul container shipping segment, Yang Ming's weak ann?'kuo i
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profitability and volatile operating cash flow, and high financial leverage constrain the credit ratings.
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The stable outlook reflects our view that Yang Ming will maintain sufficient interest service capability Taipei

over the next 12 months, underpinned by more sustainable freight rates, which will continue to support ;:Zi_:gsnz_%m
positive cash flow generation. The stable outlook also reflects our expectation that Yang Ming's role and @s-pglobal.com
linkage to the Taiwan government will remain intact and the company will continue to have good access jin.dong

to Taiwan's banking channels over the next two years. @taiwanratings.com.tw
Downside Scenario

We may lower the long-term rating if Yang Ming's competitive position weakens substantially. This could
be due to: (1) a significant decline in the company's market share; or (2) a major deterioration in the
company's cost structure and service network relative to larger peers' as a result of its inadequate fleet.

We may also lower the rating if Yang Ming's funds from operations (FFO) cash interest coverage falls
below 2x for an extended period. This could result from aggressive debt-funded capital expenditures
together with prolonged deterioration in industry conditions.

The rating will also come under pressure if we believe the company's role and link with the Taiwan
government has weakened substantially, which includes a substantial reduction in government
ownership or control of its board. Nevertheless, we view this scenario as remote over the next 12-24
months.

Upside scenario

The likelihood of an upgrade is limited over the next 12 months because we view Yang Ming's fleet
upgrade will keep the company's debt leverage high. Nevertheless, we may raise the rating if Yang Ming
can further improve its cash flow and profitability, or substantially lower its debt level, such that its ratio
of FFO to debt rises substantially above 12% on a sustainable basis. Such a result may indicate
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strengthened cost competitiveness and further improved market conditions, or that the company has
adopted a more conservative financial policy that substantially reduces its debt.
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