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 Investment highlights 
 • No major surprises. There were no major surprises from Supermax’s luncheon 

talk yesterday. Management dwelt on the group’s 1H09 performance, current 
focus and long-term expansion plans.  

• A strong 1H. Supermax recorded a strong performance in 1H09, with sales 
coming in at 6.0bn gloves compared to 5.1bn gloves in 1H08. Its net profit soared 
53% yoy to RM45.5m. We gathered that 55% or RM25.0m of this came from 
income from its distribution centres as well as own brand manufacturing (OBM).  
About 45% or RM20.5m was derived from own equipment manufacturing (OEM).  

• Margin expansion. The 1H09 earnings jump was largely supported by margin 
expansion. Net profit margin expanded from 7.7% in 1H08 to 11.9%, aided by 
management’s focus on extracting greater efficiency from its manufacturing 
facilities as well as higher contributions from its overseas distribution centres. 
Moreover, with APLI out of its way, Supermax did not have to book losses from the 
company.   

• Stretching its market share. We believe Supermax’s prospects will continue to 

improve as demand for the company’s products should remain strong. The group 
has always been active in participating in international trade shows and exhibitions 
worldwide and is currently the third biggest glove brand in the US dental market. It 
plans to penetrate new emerging markets such as India and Russia as part of its 
long-term expansion plans. 

• Maintain Buy. We make no changes to our earnings forecasts or our target price 

of RM2.87, which we continue to peg to a 50% discount to our target market P/E 
of 15x. Also intact is our trading-oriented BUY recommendation, which is 
predicated on the improvement in its earnings and margins stemming from its 
overseas distribution centres and OBM model.  

 
 

 Key stock statistics   Per share data  

FYE Dec 2008 2009F

EPS (sen) 17.7 34.9

P/E (x) 12.1 6.2

Dividend/Share (sen) 3.2 7.0

NTA/Share (RM) 1.5 1.5

Book Value/Share (RM) 1.3 1.1

Issued Capital (m shares) 265.3

52-weeks Share Price Range (RM)

Major Shareholders: %

Dato' Seri Thai Kim Sim, Stanley 20.4

Datin Seri Tan Bee Geok, Cheryl 15.0

Lembaga Tabung Haji 10.0

RM2.28/RM0.78

 

FYE Dec 2006 2007 2008 2009F

Book Value (RM) 2.3 1.4 1.3 1.1

Cash Flow (sen) 13.2 26.4 37.4 39.0

Earnings (sen) 18.0 21.1 17.7 34.9

Dividend (sen) 4.5 4.9 3.2 7.0 

Payout Ratio (%) 18.1 17.0 13.4 15.0 

P/E (x) 12.0 10.2 12.1 6.2 

P/Cash Flow (x) 16.3 8.1 5.7 5.5 

P/Book Value (x) 0.9 1.6 1.6 2.0 

Dividend Yield (%) 2.1 2.3 1.5 3.2 

ROE (%) 17.7 22.6 19.1 21.8 

Net Gearing (%) 76.3 57.0 70.9 51.1  
 

Source: Company, CIMB  estimates, Bloomberg 
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 Recent developments 
 Increasing market share in the US. Supermax’s global brand and products remain 

synonymous with quality and reliability in the global marketplace and continue to gain 
market share every year. It is currently the third biggest glove brand in the US dental 
market. As reported in Strategic Dental Marketing, Supermax’s share increased from 
6.3% in 4Q08 to 7.1% in 1Q09. We gathered that this was driven largely by the 
group’s ongoing efforts to penetrate into the US market by participating in 
international trade shows and exhibitions.  

 

Figure 1:  Dental market share in US 
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Source: Strategic Dental Marketing (USA) ,Company, CIMB Research 

  

 Penetrating India and Russia. 43% of Supermax sales go to the North America 
region, followed by Europe at 27%, South America 15%, Africa and Middle East 6%, 
Asia 6% and Central America 3%. Taking into account its success in emerging 
markets like Brazil, the group plans to penetrate new emerging markets such as India 
and Russia as part of its long-term expansion plans. This will be largely supported by 
its glove city project which is expected to kick off in 2011.  

  

 Figure 2:  Sales by region 
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 Source: Company, CIMB Research 

 Earnings outlook 
 No change to earnings. We believe Supermax’s prospects will continue to improve 

as demand for the company’s products should remain strong. Due to the stronger-
than-expected demand in 1H09, the group is now confident of achieving a minimum of 
30 sen EPS for FY09 which is at least 9% above its earlier estimate of 27 sen and 
consensus estimates of 27.5 sen. In light of this, we make no changes to our earnings 
forecasts as we think that the company will be able to achieve an EPS of 34.9 sen this 
year. There could even be upside to our estimate if demand surpasses expectations 
in 4Q. Furthermore, we believe, the company, which operates on a 55:45 OBM:OEM 
model, will benefit from its ability to command higher prices and expand its margins, 
especially in situations where demand exceeds supply like the ongoing A(H1N1) flu 
outbreak. 
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 Figure 3:  P&L analysis (RM m) 
 

FYE Dec 2006 2007 2008 2009F

Revenue 400.3 574.3 811.8 828.1 

Operating Profit (EBIT) 40.8 55.4 70.2 101.5 

Depreciation (13.0) (19.9) (28.9) (28.1)

Interest Expenses (12.7) (15.3) (20.3) (11.6)

Pretax Profit 47.3 58.6 52.0 108.8 

Effective Tax Rate (%) 16.0 4.4 9.6 15.0 

Net Profit 39.7 55.9 47.0 92.5 

Operating Margin (%) 10.2 9.6 8.7 12.3 

Pretax Margin (%) 11.8 10.2 6.4 13.1 

Net Margin (%) 9.9 9.7 5.8 11.2 
 

 Source: Company, CIMB estimates 

  

 Recommendation 
 Maintain BUY. We maintain our trading-oriented BUY call on the stock. Also intact is 

our target price of RM2.87, which is pegged to a 50% discount to our target market 
P/E of 15x. Potential re-rating catalysts include improvement in its earnings and 
margins stemming from its overseas distribution centres and OBM model. 

  

 Figure 4:  Share price chart (RM) 
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 Source: Bloomberg 

  

 Financial summary 

 

 

 

 

 

 

 

 

 

 

FYE Dec 2007 2008 2009F 2010F 2011F

Revenue (RM m) 574.3            811.8            828.1            861.2            904.2            

EBITDA (RM m) 75.3              99.1              129.6            138.3            156.0            

EBITDA margins (%) 13.1              12.2              15.6              16.1              17.3              

Pretax profit (RM m) 58.6              52.0              108.8            119.4            127.3            

Net profit (RM m) 55.9              47.0              92.5              101.5            108.2            

EPS (sen) 21.1              17.7              34.9              38.3              40.8              

EPS growth (%) +17% -16% +97% +10% +7%

P/E (x) 10.2              12.1              6.2                5.6                5.3                

Core EPS (sen) 21.1              24.0              34.9              38.3              40.8              

Core EPS growth (%) +17% +14% +45% +10% +7%

Core P/E (x) 10.2              9.0                6.2                5.6                5.3                

Gross DPS (sen) 4.9                3.2                7.0                7.7                8.2                

Dividend yield (%) 2.3                1.5                3.2                3.6                3.8                

P/NTA (x) 2.3                1.5                1.4                1.2                1.0                

ROE (%) 22.6              14.1              21.8              21.3              19.4              

Net gearing (%) 57.0              70.9              51.1              29.1              29.7              

P/CF (x) 8.1                5.7                5.5                5.5                5.0                

EV/EBITDA (x) 9.5                8.4                6.2                6.2                5.3                

% change in EPS estimates -                -                -                

CIMB/Consensus (x) 1.27              1.21              1.32              
 

 Source: Company, CIMB  Research, Reuters Estimates 
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CIMB INVESTMENT BANK BHD – DISCLOSURE & DISCLAIMER 

 

This report has been prepared by CIMB Investment Bank Bhd (“CIMB”) for purposes of CMDF-Bursa Research Scheme ("CBRS") administered by Bursa Malaysia 
Berhad and has been compensated to undertake the scheme. CIMB has produced this report independent of any influence from CBRS or the subject company. For 
more information about CBRS and other research reports, please visit Bursa Malaysia’s website at:  

http://www.bursamalaysia.com/website/bm/listed_companies/cmdf_bursa_research_scheme/. 

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and 
agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to comply with these limitations may 
constitute a violation of law.  

CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of the company(ies) 
covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities. 
Further, CIMB, its affiliates and its related companies do and seek to do business with the company(ies) covered in this research report and may from time to time act as 
market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and 
may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such 
investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately reflect the personal views of the analyst(s) 
about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific 
recommendations(s) or view(s) in this report. CIMB prohibits the analyst(s) who prepared this research report from receiving any compensation, incentive or bonus 
based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company. However, the analyst(s) may receive 
compensation that is based on his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations and the 
research personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this research 
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is, 
subject to the duties of confidentiality, available on request. 
 

(i) As of 21 July 2009, CIMB and its affiliates have a proprietary position in the following securities in this report: 

 (a) - 

(ii) As of 21 July 2009, CIMB and its affiliates do not have a proprietary position in the following securities in this report: 

 (b) Supermax 

(iii) As of 22 July 2009, the analyst, Terence Wong, who prepared this report, owns and has an interest in the securities in the following company or companies 
covered or recommended in this report. 

 (c) - 

(iv) As of 22 July 2009, the analyst, Terence Wong, who prepared this report, does not own and does not have an interest in the securities in the following company or 
companies covered or recommended in this report. 

 (d) Supermax 
 

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. This report does not purport 
to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any guarantee, representation or warranty, express or 
implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report and accordingly, neither CIMB 
nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or 
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. 

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’ clients generally and 
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The 
information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, 
related investments or other financial instruments thereof.  

The views and opinions in this research report are our own as of the date hereof and are subject to change. CIMB has no obligation to update its opinion or the 
information in this research report. 

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment objectives, 
financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects before 
participating in any transaction in respect of the securities of company(ies) covered in this research report. The securities of such company(ies) may not be eligible for 
sale in all jurisdictions or to all categories of investors. 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. 
 

 

STOCK RECOMMENDATIONS 

 

BUY:  Expected positive total returns of 15% or more over the next 12 months 
 

HOLD:  Expected total returns of between -15% and +15% over the next 12 months. 
 

SELL:  Expected negative total returns of 15% or more over the next 12 months. 
 

 


