MALAYSIA
INVESTMENT RESEARCH REPORT

KDN PP13226/04/2013 (032022)

A
ipex
JF APEX SECURITIES BERHAD

(47680-X)
Company Result 28 November 2012
Supermax Corp Berhad BUY
Expecting a better 4Q Maintained
Share Price RM2.01 | Result
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Company Description
Supermax
investment

Corporation
holding

Berhad is an
company  whose

subsidiaries manufacture, sell and export
various type of latex gloves around the world.

Stock Data

e Supermax recorded RM245.5m of revenue and RM31.6m of net
profit in 3QFY12 that brings its 9MFY12 revenue to RM726.1m
and net profit to RM89.6m. As a result, net profit was up 15%
yoy but revenue was down 3.3% yoy.

¢ Slightly below expectation — Bottomline only accounted for
68% and 69% of our and street’s estimates, whilst topline was
71% of our forecast but only 66% of consensus’. We are not
surprised by the lower revenue as raw material prices have been

Bursa / Bloomberg code 7106/ SUCB MK easing, resulting in lower average selling price (ASP). Meanwhile,

gsz:gr/]%i‘;:’;"am ot Main / '”d“s\t(rg lower profits from the associate companies contribute to the

lssued shares (m) 680.2 lower-than-expected net earnings.

Par Value (RM) 0.50 Comment

Market cap. (RM'm) 1367.11

52-week price Range(RM) 1.63-2.38 | « Cheaper rubber gloves but higher orders — As raw material

Beta (against KLCI) 1.46 prices of both natural and synthetic rubber continue to be on

3-m Average Daily Volume 1.25m downtrend, Supermax has priced its gloves at a lower ASP in

3-m Average Daily Value RM2.55m order to pass through the discount back to its customers. Thus,
the 3.3% drop in revenue was not worrying. We understand that

Share Performance - am \om the Group is currently in the oversold position in respect of its

longer period of product booking and delivery to customers as

ggf;::;e(g/ﬁts) gg éj 1?:2 market responded positively to the cheaper gloves.
o Disappointing from associates - OSMFY2012 operating profit
Major Shareholders " saw a jump of 35.5% yoy to RM91.3 from RM67.4 as the margin
E‘;" gggksé”ee fg';‘ rose 3.6ppts to 13.2% from 9% a year ago. However, the net
EPF 79 earnings growth was not as impressive as operating profit,
merely at 15% growth due to the lower contribution from
associated companies which saw a yoy decline of 35.7% as
Historical Chart depreciating local currency against USD and MYR affected the
250 performance of the companies. However, we are convinced that
things will improve once the forex stabilizes.
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Soong Wei Siang

03-87361118, ext. 754
wssoong@jfapex.com.my

e Expecting a better 4Q — Operation wise, Supermax delivered
a reasonably good 3QFY2012 by capitalizing on the cheaper raw
material prices, and thus expanded its earnings margins. Moving
forward, we are expecting a better 4Q to conclude its FY2012 as
we believe the raw material prices will continue to be favourable
for all the glovemakers. The latex price closed at RM5.67 on
27th November 2012, 6% lower than the average price of
RM6.04 recorded in the 3QFY2012.

e Dividend declared — Supermax has declared a first interim
dividend of 2 sen per share. We expect the Group to give out
dividend of 6 sen per share in FY2012, assuming a dividend
payout ratio of 30%.

Please read carefully the important disclosures at end of this publication
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Earnings Outlook/Revision

e We keep our forecast unchanged as we are optimistic
that the Group is able to put on a stellar performance in
4QFY2012.

Valuation & Recommendation

¢ Maintain BUY with unchanged Target Price of RM2.59 -
Our TP is pegged at 11.5x FY13F, in line with its +1 Standard
Deviation of 5 year mean PE, as well as the industry mean PER.
Our TP represents an upside of 28.9% from last closing price of
RM2.01.

¢ Undemanding valuation — The stock is currently trading at
PER of 8.9x FY2013F, which is at a huge discount of c.45% to
the PER of 16.5x and 16x we ascribed to Top Glove and
Hartalega respectively. We view Supermax as a good buying
opportunity on its laggard share price performance against its
peers. Sector valuation turned lofty following recent share price
surge of Top Glove and Hartalega pursuant to the recent series
of M&A exercise in the industry involving Latexx Partners and
Adventa.

Quarterly Figures

Year Ending 31 Dec 3Q12 2Q12 3Q11 |Q-0-Q (%) Y-0-Y (%) 9MFY12 9MFY11

Revenue (RMm) 245.5| 232.1) 271.4 5.8% -9.5%| 726.1 750.7 -3.3%
Operating Profit (RMm) 33.2] 28.6| 29.9 16.1% 11.0% 91.3 67.4 35.5%
Profit Before Taxation (RMm)| 33.8] 33.3] 34.1 1.5% -0.9% 97.8 83.6 17.0%
Net Profit (RMm) 31.6/ 30.00 30.9 5.3% 2.3% 89.6 77.9 15.0%
EPS(sen) 46/ 4.1 4.5 12.9% 2.3% 13.2 11.5 15.0%
Operating Margin (%) 13.5%]| 12.3%| 11.0% 1.2pptx 2.5pptx] 12.6%| 9.0% 3.6pptx
Profit Before Tax Margin (%) | 13.8%]| 14.3%| 12.6% -0.5pptx 0.8pptx] 13.5%| 11.1% 2.4pptx
Net Profit Margin(%) 12.9%]| 12.9%| 11.4% - 1.5pptx] 12.3%| 10.4% 1.9pptx

Source: Company, JF Apex

Financial Summary

FYE 31 December 2010 2011 2012F 2013F 2014F
(RM'm)

Revenue 977.3 1021.4 1021.0 1137.2 1347.8
Operating profit 165.1 95.2 128.4 153.3 185.0
Net profit 159.0 104.1 134.0 153.2 190.5
EPS (sen) 23.4 15.3 19.7 22.5 28.0
P/E (x) 8.6 13.1 10.2 8.9 7.2
P/BV (x) 2.0 1.8 1.6 1.3 1.1
EV/EBITDA (x) 4.9 7.0 5.8 4.9 4.0
Dividend yield 1.9% 1.6% 2.9% 3.4% 4.2%
Net Margin 16.3% 10.2% 13.1% 13.5% 14.1%
Net Gearing 28.7% 29.5% 29.5% 27.7% 25.0%
ROE 23.0% 13.5% 15.9% 16.6% 17.7%

Source: Company, JF Apex
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JF APEX SECURITIES BERHAD - CONTACT LIST

JF APEX SECURITIES BHD

Head Office:

6™ Floor, Menara Apex
Off Jalan Semenyih
Bukit Mewah

43000 Kajang
Selangor Darul Ehsan
Malaysia

General Line: (603) 8736 1118
Facsimile: (603) 8737 4532

PJ Office:

15" Floor, Menara Choy Fook On
No. 1B, Jalan Yong Shook Lin
46050 Petaling Jaya

Selangor Darul Ehsan

Malaysia

General Line: (603) 7620 1118

DEALING TEAM

Head Office:

Kong Ming Ming (ext 3237)
Shirley Chang (ext 3211)

Norisam Bojo (ext 3233)

Derrick Ng Wei Yee (ext 3239)
Edwin Loh Ming Hon (ext 3236)
Wong Wing Haur, Alvin (ext 3226)
Koh Lie Ching, Ally (ext 3231)
Tew Li Mei (ext3288)

Institutional Dealing Team:
Lim Teck Seng

Sanusi Bin Mansor (ext 740)

Edy Sukasma (ext 745)

Fathul Rahman Buyong (ext 741)
Ramlee Sulaiman (ext 742)
Ahmad Mansor (ext 744)

Lum Meng Chan (ext 743)

RESEARCH TEAM

Head Office:

Lee Chung Cheng (ext 758)

Lee Cherng Wee (ext 759)

Jessica Low Jze Tieng (ext 756)
Soong Wei Siang (ext 754)
Gabriela Fang Minn Fern (ext 753)
Nurul Aida Azman (ext 755)

Facsimile: (603) 7620 6388
PJ Office:
Mervyn Wong (ext 363)
Mohd Hanif Wan Said (ext 111)
Fong Jia Wen (ext 822)
Farriz Bin Ghazali (ext 812)
Lai Yee Sam (ext 362)

JF APEX SECURITIES - RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS

BUY : The stock’s total returns* are expected to exceed 10% within the next 12 months.
HOLD : The stock’s total returns* are expected to be within +10% to — 10% within the next 12 months.
SELL : The stock’s total returns* are expected to be below -10% within the next 12 months.

TRADING BUY : The stock’s total returns* are expected to exceed 10% within the next 3 months.
TRADING SELL : The stock’s total returns* are expected to be below -10% within the next 3 months.
SECTOR RECOMMENDATIONS

OVERWEIGHT : The industry as defined by the analyst is expected to exceed 10% within the next 12 months.
MARKETWEIGHT : The industry as defined by the analyst is expected to be within +10% to — 10% within the next 12 months.
UNDERWEIGHT : The industry as defined by the analyst, is expected to be below -10% within the next 12 months.

*capital gain + dividend yield

JF APEX SECURITIES BERHAD - DISCLAIMER

Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise without the prior written
consent of JF Apex Securities Berhad. The opinions and information contained herein are based on available data believed to be reliable. It is
not to be construed as an offer, invitation or solicitation to buy or sell the securities covered by this report.

Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily reflect the opinion of JF
Apex Securities Berhad and are subject to change without notice. JF Apex Securities Berhad has no obligation to update, modify or amend this
report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth
herein, changes or subsequently becomes inaccurate.

JF Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance upon such
statement by anyone shall give rise to any claim whatsoever against JF Apex Securities Berhad. JF Apex Securities Berhad may from time to
time have an interest in the company mentioned by this report. This report may not be reproduced, copied or circulated without the prior written
approval of JF Apex Securities Berhad.
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