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(7106 | SUCB MK) | Health Care| Health Care Equipment & Services
Prospects still intact

KEY INVESTMENT HIGHLIGHTS
¢ Expect margins to stabilise

¢ Glove shortage expected to last for 1.5 to 2 years, boding
well for ASP

e Upbeat on US venture
¢ Potential special dividend in store
e Maintain BUY with an unchanged TP RM13.83

Expect margins to stabilise. Supermax held a virtual briefing to
update some of the recent development in the industry and on its
prospects. One of the issues discussed was the profit margin, which
eroded by c.5ppt in 2QFY21 compared to 1QFY21. Management
explained that that the weaker margin was primarily due to higher raw
material costs while part of its selling prices to customers had been
fixed earlier on. Going forward, there will be some adjustment to prices
to incorporate the higher raw material costs. This is expected to
partially mitigate the rise in raw material cost, which in turn protects
its profitability. We believe that net profit margin for the company
should be able to stay in the 50% range for FY21F.

Glove shortage expected to last for 1.5 to 2 years, boding well
for ASP. Management also shared that average selling prices (ASP)
for rubber gloves are expected to remain robust given the short supply
in nitrile rubber, which restricts the production of nitrile rubber gloves
and hence the continued shortage in nitrile rubber gloves. Due to the
acute shortage of rubber gloves in general, end users are switching to
natural rubber gloves, which also drive up ASP. Management expects
the situation to last for about another 1.5 years to 2 years as there is
no excess capacity from the raw material until 2023.

Upbeat on US venture. Management also updated on the progress
of its US expansion and that it is in discussion for the infrastructure
support with the local authorities there for its Plant 18. An agreement
is expected to be signed in 2QCY21. We opine that Supermax’s plans
to expand its manufacturing facility there is in-line with President Joe
Biden’s plans to ramp up the production personal protection equipment
(PPE) in the country to combat the pandemic. As such, we believe that
it is likely in the local authorities’ interest to assist manufacturers to
speed up the process as well as to potentially provide incentives to
them so that the nation can be less reliant on foreign countries for
emergency PPE supplies in the future.
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Maintain BUY

Unchanged Target Price: RM13.83
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Potential special dividend in store. We notice that Supermax’s treasury shares increased to 212.3 million from 101.9
million in FY20 and it is possible that the shares could be paid out as dividends. Topping that with Supermax improving
operating cash flow and cashpile, we think that there is a possibility that the company may reward shareholders with a
potential special dividend.

Maintain BUY with an unchanged TP of RM13.83. We reiterate our BUY recommendation on Supermax as valuation
is still very attractive at current level. We make no changes to our assumptions and earnings estimates following the briefing.
Our TP of RM13.83 is based on 18.0x FY22F EPS of 13.3 sen. The 18.0x PER is based on its 10-year average. Dividend
yield based on FY21F is estimated at 8.8% and FY22F at 4.3%, which is also attractive. r

INVESTMENT STATISTICS

Financial year ending 30th June

(in RM’m, unless otherwise stated) 2020A 2021E 2022F 2023F 2024F
Revenue 2,131.8 7,848.9 7,209.6 7,001.9 6,971.9
Cost of goods sold (1,444.3) (2,004.0) (4,292.0) (4,518.4) (4,499.1)
Gross profit 687.5 5,844.9 2,917.6 2,483.4 2,472.8
Finance costs (17.1) (62.8) (57.7) (56.0) (55.8)
PBT 688.5 5,816.8 2,891.8 2,458.3 2,447.8
Taxation (153.0) (1,745.0) (867.5) (712.9) (685.4)
PATANCI 535.5 4,061.3 2,014.6 1,736.1 1,753.1
PBT Margin (%) 32.3 74.1 40.1 35.1 35.1
PATANCI Margin (%) 25.1 51.7 27.9 24.8 25.1
EPS (sen) 40.2 154.9 76.9 66.2 66.9
EPS Growth (%) 756.0 285.4 (50.4) (13.8) 1.0
PER (x) 17.6 4.6 9.2 10.7 10.6
Dividend (sen) 23.6 62.0 30.7 20.5 21.4
Dividend Yield (%) 3.3 8.8 4.3 2.9 3.0

*Dividend paid in treasury shares
Source: Company, MIDFR



Supermax Corp Berhad - r
midf 5
Wednesday, February 03, 2021

MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (197501002077(23878 — X)).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (“MIDF Investment”) for distribution to and use by its
clients to the extent permitted by applicable law or regulation.

Readers should be fully aware that this report is for information purposes only. The opinions contained in this report are based on
information obtained or derived from sources that MIDF Investment believes are reliable at the time of publication. All information,
opinions and estimates contained in this report are subject to change at any time without notice. Any update to this report will be solely
at the discretion of MIDF Investment.

MIDF Investment makes no representation or warranty, expressed or implied, as to the accuracy, completeness or reliability of the
information contained therein and it should not be relied upon as such. MIDF Investment and its affiliates and related companies and
each of their respective directors, officers, employees, connected parties, associates and agents (collectively, “Representatives”) shall not
be liable for any direct, indirect or consequential loess, loss of profits and/or damages arising from the use or reliance by anyone upon
this report and/or further communications given in relation to this report.

This report is not, and should not at any time be construed as, an offer, invitation or solicitation to buy or sell any securities, investments
or financial instruments. The price or value of such securities, investments or financial instruments may rise or fall. Further, the analyses
contained herein are based on numerous assumptions. This report does not take into account the specific investment objectives, the
financial situation, risk profile and the particular needs of any person who may receive or read this report. You should therefore
independently evaluate the information contained in this report and seek financial, legal and other advice regarding the appropriateness
of any transaction in securities, investments or financial instruments mentioned or the strategies discussed or recommended in this report.

The Representatives may have interest in any of the securities, investments or financial instruments and may provide services or products
to any company and affiliates of such companies mentioned herein and may benefit from the information herein.

This document may not be reproduced, copied, distributed or republished in whole or in part in any form or for any purpose without
MIDF Investment’s prior written consent. This report is not directed or intended for distribution to or use by any person or entity where
such distribution or use would be contrary to any applicable law or regulation in any jurisdiction concerning the person or entity.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS

STOCK RECOMMENDATIONS
BUY Total return is expected to be >10% over the next 12 months.
TRADING BUY E(t)c;?tlivzrgceewissﬂgap?ected to rise by >10% within 3-months after a Trading Buy rating has been assigned due to
HOLD Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.

TRADING SELL Stock price is expected to /a//by >10% within 3-months after a Trading Sell rating has been assigned due to negative

newsflow.
SECTOR RECOMMENDATIONS
POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.

ESG RECOMMENDATIONS* - source Bursa Malaysia and FTSE Russell

RO e Top 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
Fe et Top 26-50% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
e Top 51%- 75% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
* Bottom 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

* ESG Ratings of PLCs in FBM EMAS that have been assessed by FTSE Russell in accordance with FTSE Russell ESG Ratings Methodology



