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Supermax 
Building plants overseas 

Financial Highlights 

FYE June      2019 2020 2021F 2022F 2023F 

Revenue (RMm) 1,538 2,132 9,150 7,587 5,706 

Core net profit (RMm) 135 526 3,476 2,433 1,545 

Core EPS (Sen) 10 19 128 89 57 

EPS growth (%) 69 88 561 -30 -36 

DPS (Sen) 4 3 1 38 27 

Core PE (x) 93 49 7 11 17 

Div yield (%) 0 0 0 4 3 

ROE (%) 12 39 105 42 23 

Net Gearing (%) 19 Net Cash Net Cash Net Cash Net Cash 

PBV(x) 11 16 5 4 4 

Source: Company, KAF 

Above expectations. Supermax’s 1QFY21 core earnings came in at RM780.7m 

(QoQ:+121%;YoY:+3485%), exceeding our and consensus’ full-year FY21 earnings estimates 

at 48% and 44%, respectively. The better than expected earnings were driven by continued 

improvement in ASP,  despite already being very high (highest price quoted for nitrile gloves is 

now USD220/k), while operating costs fell. We expect stronger earnings in coming quarters as 

ASP increments continue. Hence, we think the highest ASP has yet to be reflected in earnings. 

OBM cum distribution business model yields highest return. The supernormal earnings 

were achieved on the back of significant margin expansion. 1QFY21 EBITDA margin 

expanded to 79% (highest among the top four glove makers) from 49% last quarter. This 

was driven by: (i) an increase in capacity sold to end customers via own distribution centres 

and via independent distributors; (ii) a decision not to lock in glove prices with the big five 

giant distributors from the US and Germany.  

Stronger balance sheet. As of end-1QFY21, the group reported a net cash position, with a 

cash balance of RM2.3bn, mainly on customers paying 30-50% deposits to secure supply.  

Building plants overseas. In addition to the five upcoming glove plants in Klang (which will 

more than double its capacity to 48.42b pcs pa by end-2022), the group also plans to build 

plants in the US and UK (two of its largest markets). This is in response to invitations from the 

two countries as they work toward ensuring self-sufficiency in PPE production. A total CAPEX 

of USD550m and GBP50m is allocated to the US and UK projects, respectively. Both projects 

are to be kickstarted in 1HCY21, with commissioning in stages starting in 1HCY22.  

Dual listing on SGX. Supermax is looking at the possibility of a dual listing on the Singapore 

Exchange to widen the shareholder base, which includes foreign-based institutional investors, 

to take up future fund raising and future business expansion globally. The group aims to 

complete the exercise within six months from the date an investment bank is appointed. 

Earnings revision. We raise our earnings forecasts for FY21F/FY22F/FY23F by 

117%/145%/104%, respectively, to take into account our expectation of further expansion in 

profit margins in the coming quarters. We also think that the higher ASP will be sustained 

throughout FY21 as the supply-demand imbalance persists. Post-pandemic, ASP is 

expected to normalise gradually but to settle at higher level than pre-pandemic given a 

structural shift in glove demand resulting from increased hygiene awareness and regulation. 

We reiterate our Buy recommendation on Supermax with a revised TP of RM12.42 

(previously RM12.98). 1QFY21 core earnings came in above our and consensus’ 

forecast. Better than expected earnings were driven by continued improvement in ASP, 

despite already being very high (the highest price quoted for nitrile gloves is now 

USD220/k), while operating costs declined. In addition, the group plans to build glove 

manufacturing plants in the US and UK in response to invitations from the two countries 

as they work toward ensuring self-sufficiency in PPE production. 

27 Oct 2020 

 

Buy 
Price 
RM9.78 

Target Price 
RM12.42 (previously RM12.98)  

 

Market Data 

Bloomberg Code SUCB MK 

No. of shares (m) 2,721.0 

Market cap (RMm) 25,220.1 

52-week high/low (RM) 12.22 / 0.65 

Avg daily turnover (RMm) 485.2 

KLCI (pts) 1,500.35 

Source: Bloomberg, KAF 

 

Major Shareholder (%) 

Dato' Seri Stanley Thai (21.9%) 

Datin Seri Tan Bee Geok, Cheryl (16.3%) 

Norges Bank (2.4%) 

Free Float 58.0 

Source: Bloomberg, KAF 

 

Performance 

 3M 6M 12M 

Absolute (%) 7.5 658.0 1,146.9 

Rel Market (%) 14.3 594.7 1,209.8 

 

Source: Bloomberg, KAF 
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KAF Equities Sdn Bhd 2 

Maintain Buy. Following the revision to our earnings forecasts, we are revising our TP to 

RM12.42 per share (previously RM12.98) as we roll forward our base year to CY22. The TP 

is derived from CY22F EPS of 73.1sen pegged to PER of 17x. The PER is +1.0SD above 

the five-year mean forward PER to reflect the changed dynamic of the glove industry post 

pandemic that has led to a structural shift in pricing.  

 

 

 

 

  

Exhibit 1: Results summary 

FYE June 4Q19 1Q20 2Q20 3Q20 4Q20 1Q21 %qoq %yoy FY21F 3M/F 

Revenue 376.0 369.9 385.5 447.2 929.1 1352.5 45.6 265.6 4890.7 28 

Operating costs -330.8 -326.7 -337.8 -332.5 -474.2 -286.0 -25.1 -6.2    

EBITDA 45.2 43.2 47.7 114.7 454.9 1066.6 134.4 2368.3 2187.5 49 

EBITDA margin (%) 12 12 12 26 49 79    45   

Depreciation -11.6 -12.5 -12.8 -13.1 -37.6 -14.1 -62.6 12.0 -80.3 17 

Operating profit 33.6 30.7 34.9 101.6 417.3 1052.5 152.2 3331.7 2107.2 50 

Net finance costs -5.9 -4.2 -4.6 -3.5 -4.8 -2.4 -49.5 -42.4 -15.8 15 

Associates 1.8 0.8 -0.3 4.6 13.0 12.6 -3.2 1458.2    

Exceptionals 0.7 3.0 9.7 -9.3 46.4 0.0 -100.0 -100.0    

Pretax profit 31.7 32.4 40.2 95.3 519.0 1049.2 102.2 3134.1 2152.2 49 

Tax -2.2 -7.5 -11.8 -22.9 -110.7 -236.8 113.8 3063.9 -538.1 44 

Minority interest 1.1 -0.2 0.1 -1.3 -8.7 -23.0 165.5 10683.6 -10.0 229 

Net profit 30.5 24.7 28.5 71.1 399.6 780.7 95.4 3054.6 525.6 100 

Net profit margin (%) 8 7 7 16 43 58    11   

Normalised net profit 29.9 21.8 18.8 80.3 353.2 780.7 121.0 3484.7 1604.2 48.7 

Normalised net margin (%) 8 6 5 18 38 58     33   
 

Source: Company, KAF 
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Income Statement  

FYE June (RMm)    2019 2020 2021F 2022F 2023F 

Revenue 1,538.2 2,131.8 9,150.1 7,587.2 5,705.5 

EBITDA  221.3 720.9 4,683.9 3,308.4 2,142.9 

Depreciation/Amortisation -45.1 -76.1 -80.3 -96.6 -111.6 

Operating income (EBIT) 176.2 644.9 4,603.6 3,211.8 2,031.2 

Other income & associates 26.8 18.1 18.1 18.1 18.1 

Net interest -18.9 -17.1 -15.8 -15.8 -18.2 

Exceptional items 11.8 0.0 0.0 0.0 1.0 

Pretax profit 172.4 688.6 4,648.6 3,256.8 2,073.9 

Taxation  -49.3 -153.0 -1,162.2 -814.2 -518.5 

Minorities/pref dividends  0.0 0.0 0.0 0.0 1.0 

Net profit 123.1 525.6 3,476.4 2,432.6 1,545.4 

Core net profit 134.9 525.6 3,476.4 2,432.6 1,545.4 

 

Balance Sheet  

FYE June (RMm)    2019 2020 2021F 2022F 2023F 

Fixed assets 965.2 1085.6 1305.3 1508.7 1697.1 

Intangible assets 28.7 28.7 28.7 28.7 28.7 

Other long-term assets 5.5 226.8 245.0 263.1 281.2 

Total non-current assets 1207.0 1341.2 1579.0 1800.5 2007.0 

Cash & equivalent 173.8 1180.8 2556.6 4233.9 5331.4 

Stock  181.9 252.8 1378.8 1143.3 875.4 

Trade debtors 173.8 247.4 1654.5 1371.9 1047.3 

Other current assets 106.1 229.3 229.3 229.3 230.3 

Total current assets 635.7 1910.4 5819.3 6978.4 7484.4 

Trade creditors 217.5 175.7 866.2 797.1 633.0 

Short-term borrowings 330.5 226.1 226.1 226.1 226.1 

Other current liabilities 53.9 131.9 1075.6 1967.0 1802.9 

Total current liabilities 601.9 1477.5 2167.9 2098.9 1934.8 

Long-term borrowings 61.0 102.1 102.1 152.1 202.1 

Other long-term liabilities 45.6 63.7 63.7 63.7 63.7 

Total long-term liabilities 106.6 165.7 165.7 215.7 265.7 

Shareholders’ funds 1123.7 1586.3 5032.5 6422.2 7238.8 

Minority interests 10.5 22.1 32.1 42.2 52.2 

 

Cash flow Statement  

FYE June (RMm)  2019 2020 2021F 2022F 2023F 

Pretax profit 172.4 688.6 4648.6 3256.8 2073.9 

Depreciation/Amortisation 45.1 76.1 80.3 96.6 111.6 

Net change in working capital 30.5 636.7 -1842.6 449.1 428.4 

Others  -13.0 -1.0 -2.4 -2.4 0.0 

Cash flow from operations 235.1 1338.5 1721.8 2986.0 2095.5 

Capital expenditure -112.2 -192.0 -300.0 -300.0 -300.0 

Net investments & sale of fixed assets 0.0 0.0 0.0 0.0 0.0 

Others  0.0 0.0 0.0 0.0 0.0 

Cash flow from investing -112.2 -192.0 -300.0 -300.0 -300.0 

Debt raised/(repaid) -44.6 -63.4 0.0 50.0 50.0 

Equity raised/(repaid) 0.0 0.0 0.0 0.0 1.0 

Dividends paid  -32.8 0.0 -30.2 -1042.9 -729.8 

Others  -18.9 -17.1 -15.8 -15.8 -18.2 

Cash flow from financing -104.0 -80.5 -46.0 -1008.7 -697.9 

Net cash flow 18.8 1066.0 1375.8 1677.3 1097.5 

Cash b/f 145.2 173.8 1180.8 2556.6 4233.9 

Cash c/f 173.8 1289.8 2556.6 4233.9 5331.4 

           

 

Key Ratios 

FYE June    2019 2020 2021F 2022F 2023F 

Revenue growth (%) 17.9 38.6 nm -17.1 -24.8 

EBITDA growth (%) 16.3 nm nm -29.4 -35.2 

Pretax margins (%) 11.2 32.3 50.8 42.9 36.3 

Net profit margins (%) 8.0 24.7 38.0 32.1 27.1 

Interest cover (x) 9.3 37.7 292.3 203.9 111.9 

Effective tax rate (%) 28.6 22.2 25.0 25.0 25.0 

Net dividend payout (%) 33.8 5.8 30.0 30.0 30.0 

Debtors turnover (days) 43.0 36.1 37.9 72.8 77.4 

Stock turnover (days) 44.0 36.1 37.9 72.8 77.4 

Creditors turnover (days) 48.0 33.7 20.8 40.0 45.7 

Source: Bloomberg, KAF 
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Disclosure Appendix

Recommendation structure
Absolute performance, long term (fundamental) recommendation: The recommendation is based on implied upside/downside for the stock from the target price and only reflects capital
appreciation. A Buy/Sell implies upside/downside of 10% or more and a Hold less than 10%.
Performance parameters and horizon: Given the volatility of share prices and our pre-disposition not to change recommendations frequently, these performance parameters should be interpreted
flexibly. Performance in this context only reflects capital appreciation and the horizon is 12 months.
Market or sector view: This view is the responsibility of the strategy team and a relative call on the performance of the market/sector relative to the region. Overweight/Underweight implies
upside/downside of 10% or more and Neutral implies less than 10% upside/downside.
Target price: The target price is the level the stock should currently trade at if the market were to accept the analyst's view of the stock and if the necessary catalysts were in place to effect this
change in perception within the performance horizon. In this way, therefore, the target price abstracts from the need to take a view on the market or sector. If it is felt that the catalysts are not
fully in place to effect a re-rating of the stock to its warranted value, the target price will differ from 'fair' value.

Analyst Certification
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject security(ies) and subject company(ies); and no part of the compensation of
the research analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Disclaimer
This report has been prepared solely for the information of clients of KAF Group of companies. It is meant for private circulation only, and shall not be reproduced, distributed or published either
in part or otherwise without the prior written consent of KAF Equities Sdn Bhd.
The information and opinions contained in this report have been compiled and arrived at based on information obtained from sources believed to be reliable and made in good faith. Such information
has not been independently verified and no guarantee, representation or warranty, express or implied, is made by KAF Equities Sdn Bhd as to the accuracy, completeness or correctness of
such information and opinion.
Any recommendations referred to herein may involve significant risk and may not be suitable for all investors, who are expected to make their own investment decisions at their own risk. Descriptions
of any company or companies or their securities are not intended to be complete and this report is not, and should not, be construed as an offer, or a solicitation of an offer, to buy or sell any
securities or any other financial instruments. KAF Equities Sdn Bhd, their Directors, Representatives or Officers may have positions or an interest in any of the securities or any other financial
instruments mentioned in this report. All opinions are solely of the author, and subject to change without notice.

Dato' Ahmad Bin Kadis
Managing Director
KAF Equities Sdn Bhd (Reg No. 198501002182)
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Other Important Disclosures
Registration of non-US analysts: The author(s) of this report is not an associated person of Jefferies LLC, a FINRA member firm, and therefore is not subject to the FINRA Rule 2241 and
Incorporated NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst.
This report is produced by KAF.
This research report is intended for distribution to institutional investors as further defined below.
Research reports produced by a third party broker dealer and distributed by Jefferies Group LLC or its affiliates ("Jefferies") to Jefferies clients are distributed by one of the following Jefferies
Group LLC (“Jefferies”) group companies:
United States: Jefferies LLC which is an SEC registered broker-dealer and a member of FINRA (and distributed by Jefferies Research Services, LLC, an SEC registered Investment Adviser,
to clients paying separately for such research).
United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and Wales No. 1978621; registered office: 100
Bishopsgate, London EC2N 4JL; telephone +44 (0)20 7029 8000; facsimile +44 (0)20 7029 8010.
Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located at Suite 2201, 22nd Floor, Cheung Kong
Center, 2 Queen’s Road Central, Hong Kong, telephone: +852 3743 8000.
Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20,UOB Plaza 2, Singapore 048624, telephone: +65 6551 3950.
Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member of the Japan Securities Dealers Association;
located at Tokyo Midtown Hibiya 30F Hibiya Mitsui Tower, 1-1-2 Yurakucho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251 6100; facsimile +813 5251 6101.
India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), licensed by the Securities and Exchange Board of India for: Stock Broker (NSE & BSE) INZ000243033, Research Analyst
INH000000701 and Merchant Banker INM000011443, located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla Complex, Bandra (East), Mumbai 400 051, India; Tel +91 22 4356 6000.
Australia: Jefferies (Australia) Securities Pty Limited (ACN 610 977 074), which holds an Australian financial services license (AFSL 487263) and is located at Level 22, 60 Martin Place, Sydney
NSW 2000; telephone +61 2 9364 2800.
This material has been distributed by Jefferies employing appropriate expertise, and in the belief that it is fair and not misleading. The information set forth herein was obtained from sources
believed to be reliable, but has not been independently verified by Jefferies.Therefore, except for any obligation under applicable rules we do not guarantee its accuracy. Additional and supporting
information is available upon request. Unless prohibited by the provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States ("US"), by Jefferies
LLC,a US-registered broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of 1934.
Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European Economic Area this report is approved for distribution
by Jefferies International Limited and is intended for use only by persons who have, or have been assessed as having, suitable professional experience and expertise, or by persons to whom
it can be otherwise lawfully distributed. For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or investment services
mentioned or described herein is available to other persons or to anyone in Canada who is not a "Designated Institution" as defined by the Securities Act (Ontario). In Singapore, Jefferies
Singapore Limited is regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by Jefferies Singapore Limited pursuant to Regulation
32C of the Financial Advisers Regulations.
The material contained in this document is intended solely for accredited, expert or institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are
any matters arising from, or in connection with this material, please contact Jefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
6551 3950. In Japan this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong, this report is by Jefferies Hong Kong Limited and is intended
for use only by professional investors as defined in the Hong Kong Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be
distributed. The research in relation to this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities in the PRC. PRC
investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals, licenses, verifications and/or registrations from the relevant
governmental authorities themselves. In India this report is made available by Jefferies India Private Limited. In Australia, this report is issued and/or approved for distribution by, or on behalf
of, Jefferies (Australia) Securities Pty Ltd. It is directed solely at wholesale clients within the meaning of the Corporations Act 2001 of Australia (the “Corporations Act”), in connection with their
consideration of any investment or investment service that is the subject of this report. This report may contain general financial product advice. Where this report refers to a particular financial
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