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Supermax’s principal activities are in the
manufacture of medical rubber gloves
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BUY Maintain
Supermax Corp. Price RMo.78S
Target RM1.

Inline If Not For the Impairment Loss

Supermax’s FY08 results were inline with our expectations, if not for the
impairment loss on its 14.09% stake in APLI. The better performance in the current
quarter was mainly due to the cost savings from greater operating efficiencies and
lower latex prices. Going forward, we understand that demand for rubber gloves
should continue to remain strong, contributed by strong demand from the
healthcare and food-handling sectors whereby their use are mandatory. Maintain
Buy.

Within expectations, if not for the impairment loss from APLI. The FY08 core net
profit made up about 95% of our forecasted results. Although 4QFY08 revenue of
RM204.4m declined by 16.3% g-0-q, core net profit was up 17.5% to RM18.2m. The
improvement was largely due to cost savings from greater operating efficiencies and
lower latex prices. On a YTD comparison, FY08 revenue was up 43.2%, contributed by
the higher output from additional 10 lines and intensified marketing effort to increase its
sales, with core net profit also improving by 6.4%.

Has fully factored in impairment of its 14.09% stake in APLI. Supermax has made full
impairment of its investment in APLI, amounting to RM16.7m in 4QFY08.

Demand for rubber gloves continues to be strong. According to the Malaysian Rubber
Glove Manufacturers Association, the demand for rubber gloves continue to be strong,
with total export increasing by 20% in 2008 to RM7.03bn from 5.88bn in 2007 despite the
slowdown in the global economy. The strong demand mainly comes from healthcare and
food-handling sectors whereby their use is mandatory in many developed countries.

Maintain BUY. Our target price for Supermax is RM1.92 based on a PER of 6x FY10
earnings (previously RM1.86 based on PER of 7x FYQ9 earnings). We think the valuation
of the company is attractive at current price level. Furthermore, our targeted PER of 6x for
Supermax is below the rubber glove industry average of about 8x.

FYE 31 Dec (RMm) FY06 FY07 FY08 FYO09f FY10f
Total revenue 389.1 582.1 833.4 1,114.1 1,219.7
Net Profit 40.8 59.4 46.5 70.3 84.7
Consensus profit - - - 69.0 86.0
% chg YoY 12.6 455 (21.7) 51.3 20.4
EPS (sen) 15.4 21.4 16.7 25.3 31.9
Gross DPS (sen) 2.8 3.3 4.0 4.0 4.0
Gross Div Yield (%) 3.5 4.1 51 51 51
ROE (%) 18.3 18.8 11.3 15.2 15.9
ROA (%) 8.2 8.6 5.0 6.6 7.2
PER (x) 5.6 3.7 4.7 3.1 25
P/BV 0.9 0.6 0.5 0.4 0.4
EV/EBITDA (x) 7.0 6.0 5.4 5.0 3.7
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Figure 1: Results Table

FYE Dec 31 (RMm) 4QFY08 3QFY08 % chg FY08 FYO7 % chg
Turnover 204.4 244.3 -16.3% 833.4 582.1 43.2%
EBITDA 28.4 26.2 8.5% 100.1 92.1 8.7%
Depreciation (7.1) (7.1) 0.0% (28.3) (27.4) 3.4%
Net interest expense (5.1) (5.6) -10.3% (22.1) (15.1) 46.3%
Associates 6.2 2.4 n.a. 18.7 17.6 n.a.
PBT before El 225 15.9 68.3 67.2
El (16.7) 0.0 n.a. (16.7) 0.0 n.a.
PBT 5.8 15.9 -63.3% 51.6 67.2 -23.1%
Tax (4.4) (0.4) 942.1% (5.1) (7.8) -33.7%
Ml 0.0 0.0 0.0 0.0
Reported Net Profit 15 15.5 -90.4% 46.5 59.4 -21.7%
Core Net Profit 18.2 15.5 17.5% 63.2 59.4 6.4%
Core EPS (sen) 6.9 5.8 23.8 211
EBITDA margin 13.9% 10.7% 12.0% 15.8%

FYE Dec (RMm) FY06 FYO7 FY08 FYO0of FY10f

Turnover 389.1 582.1 833.4 1,114.1 1,219.7

EBITDA 55.9 92.1 100.1 116.7 146.9

PBT 47.2 67.2 51.6 82.8 99.6

Net Profit 40.8 59.4 46.5 70.3 84.7

EPS (sen) 15.4 21.4 16.7 25.3 319

DPS (sen) 2.8 3.3 4.0 4.0 4.0

Margin

EBITDA 14.4% 15.8% 12.0% 10.5% 12.0%

PBT 12.1% 11.5% 6.2% 7.4% 8.2%

Net Profit 10.5% 10.2% 5.6% 6.3% 6.9%

ROE 18.3% 18.8% 11.3% 15.2% 15.9%

ROA 8.2% 8.6% 5.0% 6.6% 7.2%

Balance Sheet

Fixed Assets 300.7 510.6 507.2 502.4 496.1

Current Assets 219.2 359.0 482.5 647.3 701.2

Total Assets 519.9 869.6 989.7 1,149.7 1,197.3

Current Liabilities 126.3 309.7 408.8 454.9 425.2

Net Current Assets 92.9 49.3 73.7 192.3 276.0

LT Liabilities 152.8 168.7 168.7 168.7 168.7

Shareholders' Fund 240.8 391.2 430.1 492.7 569.8

Net Gearing (%) 76.4% 88.3% 77.9% 76.2% 58.0%
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OSK Research Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months

Trading Buy: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next 12 months

Take Profit: Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed
will be subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or
financial instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment
decision-making based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest
and/or underwriting commitments in the securities mentioned.

All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from OSK Research.
Published and printed by :-

OSK RESEARCH SDN. BHD. (206591-V)
(A wholly-owned subsidiary of OSK Investment Bank Berhad)

Chris Eng

Kuala Lumpur i Jakarta Shanghai
Malaysia Research Office Hong Kong Office Singapore Office Jakarta Office Shanghai Office
OSK Research Sdn. Bhd. OSK Securities DMG & Partners PT OSK Nusadana OSK (China) Investment
6™ Floor, Plaza OSK Hong Kong Ltd. Securities Pte. Ltd. Securities Indonesia Advisory Co. Ltd
Jalan Ampang 1201-1203, 12/F, #22-01 Ocean Towers Plaza Lippo, 14" Floor, Room 6506, Plaza 66
50450 Kuala Lumpur World-Wide House 20 Raffles Place JI. Jend. Sudirman Kav. 25. No. 1266 West Nanjing Road
Malaysia 19 Des Voeux Road Singapore 048620 Jakarta 12920 200040, Shanghai
Tel : +(60) 3 9207 7688 Central, Hong Kong Tel : +(65) 6438 8810 Indonesia China
Fax : +(60) 3 2175 3202 Tel : +(852) 2525 1118 Fax : +(65) 6535 4809 Tel : + (6221) 520 4599 Tel : +(8621) 6288 9611
Fax : + (852) 2537 1332 Fax : +(6221) 520 4505 Fax : + (8621) 6288 9633



