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Adjusting for higher ASPs  

 
 

 
 

  
 

Global glove demand to rise in tandem with worsening Covid-19 
Our channel checks with Supermax (SUCB) indicate that it expects global glove demand 

to remain robust up to at least end-1HCY20 owing to Covid-19. This is on the back of its 

current strong orderbook visibility (10-12 months from Jun 20 with deposits collected) and 

higher demand from existing customers and spot buyers. SUCB also believes the acute 

shortage of gloves globally will be further worsened by the prospects of a second-wave of 

Covid-19 given the recent rise in the number of new Covid-19 cases globally.  

Previous ASP assumptions understated 
SUCB expects to post higher average selling prices (ASPs) on a qoq basis up to at least 

2QCY21 (4QFY6/21). On the back of stronger-than-expected global glove demand, SUCB 

expects further ASP hikes in the upcoming quarters. This could also be further aided by 

higher allocation to spot orders (20% from our previous estimate of 15%) which generate 

higher ASPs leading to better margins. Note that our ASP growth assumptions for 

FY20/21/22F currently stand at +21%/+32%/-20% vs 12%/16%/-17.5% previously. 

Adding more capacity to cater for higher demand growth   
SUCB aims to gradually grow its annual glove production capacity by 38.9% to 36.4bn by 

end-CY21F (1HFY6/22F) vs 27.1% to 33.7bn previously. On top of its existing expansion 

plans, SUCB will add a new glove plant (Plant 15 - 3.8bn pieces p.a.) as the previous tenant 

has vacated the property earlier than expected. This would allow SUCB to convert this 

property into a glove plant, with gradual commissioning of new lines in plant 15 from 

4QCY20 (2QFY21) onwards.  

4QFY6/20 net profit likely record high 
From 4QFY6/20 results onwards, we expect SUCB to record sequentially better quarterly 

profits, driven by: i) higher ASPs; ii) a rise in production capacity; and iii) higher operating 

margins (new production lines have better cost efficiencies). We raise our FY20-22F EPS 

by 6.1-76.7% to account for these factors, especially the higher-than-expected ASPs.  

Reiterate Add with higher TP of RM19.60 
Following our EPS upgrade, our TP rises to RM19.60, pegged to 22.4x CY21 P/E, (1 s.d. 

above 5-year mean), vs. 25x CY21 P/E (+1.5 s.d from its 5-year historical mean). The lower 

P/E to reflect our view that its earnings could peak in FY21F. We continue to like SUCB for 

its attractive valuations (31.2% discount to the Malaysian glove sector average CY21F P/E 

of 27.6x) and OBM business model which allows it to generate better margins vs. its peers.  
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Key changes in this note 

 FY20-22F EPS increased by 6.1-76.7%.    
 

 

 
Source: Bloomberg 
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Financial Summary Jun-18A Jun-19A Jun-20F Jun-21F Jun-22F

Revenue (RMm) 1,304 1,489 2,517 4,398 3,698

Operating EBITDA (RMm) 212 231 769 2,203 1,381

Net Profit (RMm) 107 124 482 1,497 871

Core EPS (RM) 0.08 0.09 0.35 1.10 0.64

Core EPS Growth 59% 10% 311% 210% (42%)

FD Core P/E (x) 190.0 172.9 42.0 13.5 23.3

DPS (RM) 0.04 0.03 0.14 0.44 0.26

Dividend Yield 0.27% 0.23% 0.95% 2.95% 1.72%

EV/EBITDA (x) 96.22 87.98 26.49 9.15 14.45

P/FCFE (x) 123.6 297.0 172.5 24.3 36.1

Net Gearing 28.5% 19.4% 21.6% 3.7% (4.1%)

P/BV (x) 20.01 17.98 14.31 8.76 7.14

ROE 10.3% 11.0% 37.9% 80.2% 33.8%

% Change In Core EPS Estimates   6.1% 76.7% 66.1%

CGS-CIMB/Consensus EPS (x)   1.30 1.89 1.47
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Potential re-rating catalysts include stronger-than-expected margin expansion for 
its glove division, and higher-than-expected increase in ASPs. Downside risks: 
discovery of a cure/vaccine for Covid-19, stiff pricing competition, and a spike in 
raw material prices. 

 
 

Figure 1: Earnings revision 

 
   SOURCES: CGS-CIMB, COMPANY REPORTS 

 

 
 

Figure 2: Demand growth from various countries 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 
 

Figure 3: -22F 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 

RM m 2019A

Old New %chg Old New %chg Old New %chg

Revenue 1,489 2,496 2,517 1% 3,388 4,398 30% 3,068 3,698 21%

EBITDA 231 742 769 4% 1,295 2,203 70% 835 1,381 65%

Core pretax profit 164 683 713 4% 1,235 2,161 75% 759 1,304 72%

Core net profit 117 455 482 6% 847 1,497 77% 524 871 66%

Core EPS (sen) 9 33 35 6% 62 110 77% 39 64 66%

2020F 2021F 2022F
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Figure 4: Capex for capacity expansion 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 
  

Figure 5: Product mix by revenue for 9MFY20 Figure 6: Group sales by geographical area for 9MFY20 

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

  

 
  

Figure 7: Orderbook  pre- and post-Covid-19 Figure 8: Pre- and post-Covid-19 glove price in the market 

  
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS    SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 
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Figure 9: Key assumptions  

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

 
 

Figure 10: Summary of changes in key assumptions 

 
   SOURCES: CGS-CIMB RESEARCH, COMPANY REPORTS 

 

June year-end FY6/19 FY6/20F yoy % change FY6/21F yoy % change FY6/22F % yoy change

New Revenue (RM m) 1,489.3 2,517.1 69.0% 4,398.2 74.7% 3,697.9 -15.9%

Old 1,489.3 2,496.3 3,388.5 3,067.8

New Total Capacity (bn pcs p.a) 25.0 26.2 4.8% 31.3 19.5% 42.4 35.5%

Old 25.0 26.2 29.9 35.9

New US$/RM rate 4.10 4.30 4.9% 4.30 0.0% 4.30 0.0%

Old 4.10 4.30 4.30 4.30

New Revenue (USD) 363.2 585.4 61.2% 1022.8 74.7% 860.0 -15.9%

Old 363.2 580.5 788.0 713.4

New Total sales volume (bn pieces) 17.3 22.3 28.9% 29.1 30.5% 31.0 6.3%

Old 17.3 22.0 25.9 28.9

New Average utilisation rate (%) 79.0% 85.0% 6.0% 93.0% 8.0% 73.0% -20.0%

Old 79.0% 85.0% 87.5% 80.0%

New ASP growth (%) 21.0% 32.0% -20.0%

Old 12.0% 16.0% -17.5%

New Nitrile (US$/kg) 1.18 1.23 4.2% 1.32 7.3% 1.39 5.3%

Old 1.15 1.13 1.10 1.10

New Latex (RM/kg) 5.00 5.00 0.0% 5.00 0.0% 5.00 0.0%

Old 5.00 4.50 4.50 4.50

New EBITDA (RM m) 230.6 769.1 233.5% 2,203.2 186.5% 1,381.2 -37.3%

Old 230.6 741.7 1,295.2 835.1

New EBITDA margins (%) 15.5% 30.6% 15.1% 50.1% 19.5% 37.4% -12.7%

Old 15.5% 29.7% 38.2% 27.2%

New Core net profit (RMm) 123.8 482.5 289.7% 1,496.7 210.2% 870.5 -41.8%

Old 123.8 454.9 847.2 524.2

Raw material prices

FY20F FY21F FY22F FY20F FY21F FY22F FY20F FY21F FY22F

ASPs increase 21.0% 32.0% -20.0% 12.0% 16.0% -17.5% 9.0% 16.0% -2.5%

Sales volume growth 28.9% 30.5% 6.3% 27.2% 17.7% 11.6% 1.7% 12.8% -5.3%

Utilisation rate 85.0% 93.0% 73.0% 85.0% 87.5% 80.0% 0.0% 5.5% -7.0%

EBITDA margin (pts) 30.6% 50.1% 37.4% 29.7% 38.2% 27.2% 0.9% 11.9% 10.2%

Assumptions 

(% yoy changes)

New Previous Change 
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Profit & Loss 

(RMm) Jun-18A Jun-19A Jun-20F Jun-21F Jun-22F

Total Net Revenues 1,304 1,489 2,517 4,398 3,698

Gross Profit 439 466 1,158 2,646 1,841

Operating EBITDA 212 231 769 2,203 1,381

Depreciation And Amortisation (42) (44) (58) (70) (85)

Operating EBIT 170 187 711 2,133 1,296

Financial Income/(Expense) (14) (20) (13) (13) (12)

Pretax Income/(Loss) from Assoc. 6 5 15 40 20

Non-Operating Income/(Expense) 0 0 0 0 0

Profit Before Tax (pre-EI) 162 173 713 2,161 1,304

Exceptional Items 0 0 0 0

Pre-tax Profit 162 173 713 2,161 1,304

Taxation (52) (49) (228) (659) (430)

Exceptional Income - post-tax

Profit After Tax 110 124 485 1,502 874

Minority Interests (3) 0 (3) (5) (4)

Preferred Dividends

FX Gain/(Loss) - post tax

Other Adjustments - post-tax

Net Profit 107 124 482 1,497 871

Recurring Net Profit 107 117 482 1,497 871

Fully Diluted Recurring Net Profit 107 117 482 1,497 871

Cash Flow 

(RMm) Jun-18A Jun-19A Jun-20F Jun-21F Jun-22F

EBITDA 211.7 230.6 769.1 2,203.1 1,381.2

Cash Flow from Invt. & Assoc.

Change In Working Capital 56.8 0.0 (138.4) (251.1) 91.2

(Incr)/Decr in Total Provisions

Other Non-Cash (Income)/Expense 0.0 0.0 0.0 0.0 0.0

Other Operating Cashflow (13.2) 66.3 27.9 52.5 31.8

Net Interest (Paid)/Received (14.0) (19.7) (12.9) (12.5) (11.8)

Tax Paid (64.1) (49.0) (228.2) (659.0) (430.5)

Cashflow From Operations 177.2 228.2 417.5 1,333.0 1,061.9

Capex (58.9) (115.7) (300.0) (500.0) (500.0)

Disposals Of FAs/subsidiaries

Acq. Of Subsidiaries/investments

Other Investing Cashflow

Cash Flow From Investing (58.9) (115.7) (300.0) (500.0) (500.0)

Debt Raised/(repaid) 45.7 (44.3) 0.0 0.0 0.0

Proceeds From Issue Of Shares

Shares Repurchased 0.0 0.0 0.0 0.0 0.0

Dividends Paid (75.7) (32.8) (193.0) (598.7) (348.2)

Preferred Dividends

Other Financing Cashflow (14.0) (19.7) (12.9) (12.5) (11.8)

Cash Flow From Financing (44.0) (96.8) (205.9) (611.2) (360.0)

Total Cash Generated 74.3 15.7 (88.5) 221.8 202.0

Free Cashflow To Equity 164.0 68.2 117.5 833.0 561.9

Free Cashflow To Firm 132.3 132.2 130.4 845.6 573.7
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Balance Sheet 

(RMm) Jun-18A Jun-19A Jun-20F Jun-21F Jun-22F

Total Cash And Equivalents 145 174 85 307 509

Total Debtors 203 197 331 579 487

Inventories 188 183 236 305 323

Total Other Current Assets 36 77 175 176 177

Total Current Assets 572 631 828 1,367 1,496

Fixed Assets 896 972 1,114 1,544 1,959

Total Investments 197 202 202 202 202

Intangible Assets 29 29 29 29 29

Total Other Non-Current Assets 2 1 1 1 1

Total Non-current Assets 1,123 1,204 1,346 1,776 2,191

Short-term Debt 374 350 350 350 350

Current Portion of Long-Term Debt

Total Creditors 192 229 278 343 360

Other Current Liabilities 49 49 49 49

Total Current Liabilities 566 627 676 741 759

Total Long-term Debt 62 42 42 42 42

Hybrid Debt - Debt Component

Total Other Non-Current Liabilities 0 0 0 0 0

Total Non-current Liabilities 62 42 42 42 42

Total Provisions 49 40 40 40 40

Total Liabilities 677 709 758 823 840

Shareholders' Equity 1,013 1,127 1,416 2,314 2,837

Minority Interests 10 0 0 5 10

Total Equity 1,023 1,127 1,417 2,320 2,847

Key Ratios

Jun-18A Jun-19A Jun-20F Jun-21F Jun-22F

Revenue Growth 15.8% 14.2% 69.0% 74.7% (15.9%)

Operating EBITDA Growth 42% 9% 234% 186% (37%)

Operating EBITDA Margin 16.2% 15.5% 30.6% 50.1% 37.4%

Net Cash Per Share (RM) (0.21) (0.16) (0.23) (0.06) 0.09

BVPS (RM) 0.74 0.83 1.04 1.70 2.09

Gross Interest Cover 12.1 9.5 55.0 170.1 110.3

Effective Tax Rate 32.0% 28.4% 32.0% 30.5% 33.0%

Net Dividend Payout Ratio 34.3% 27.2% 27.2% 27.8% 26.8%

Accounts Receivables Days 59.64 41.41 29.20 28.69 39.96

Inventory Days 79.63 66.14 56.50 56.39 61.71

Accounts Payables Days 81.54 64.24 53.76 53.47 58.52

ROIC (%) 15% 16% 60% 137% 58%

ROCE (%) 11.1% 12.2% 41.8% 92.8% 43.0%

Return On Average Assets 10.1% 10.9% 36.2% 81.7% 38.5%

Key Drivers

Jun-18A Jun-19A Jun-20F Jun-21F Jun-22F

ASP (% chg, main prod./serv.) 6.1% 20.7% 56.3% 92.5% 44.1%

Unit sales grth (%, main prod./serv.) 2.8% -8.2% 87.0% 125.4% 61.1%

Util. rate (%, main prod./serv.) 79.0% 79.0% 85.0% 93.0% 73.0%

ASP (% chg, 2ndary prod./serv.) N/A N/A N/A N/A N/A

Unit sales grth (%,2ndary prod/serv) N/A N/A N/A N/A N/A

Util. rate (%, 2ndary prod/serv) N/A N/A N/A N/A N/A

Unit raw mat ASP (%chg,main) N/A N/A N/A N/A N/A

Unit raw mat ASP (%chg,2ndary) N/A N/A N/A N/A N/A
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