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RUBBER GLOVES
Supermax’s principal activities are in the

manufacture of medical rubber gloves.
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Company Update
Supermax Corporation

OBM Partly Cushions Normalizing Demand

Supermax differentiates itself from its peers by having a higher portion of OBM
gloves as well as distribution income. This strategy will help to temper the negative
effects from normalization in examination glove demand. We also understand that
its capacity expansion plan are on track although this has encountered a slight delay
due to the shortage of formers and conveyor chains. Maintain Buy but at a lower
target price of RM7.84 following a marginal earnings downgrade and our more
conservative stance given that we currently do not see any immediate catalysts for
the rubber glove sector.

OBM and distribution income sets it apart. Among the rubber glove manufacturers in
Malaysia, Supermax has the highest mix of OBM products of more than 65% and which
has grown at the expense of OEM over the years. The company’s OBM product mix is
even more crucial in the current operating environment where the demand for examination
gloves is returning to normal, which allows customers to switch suppliers or shop for better
deals. However, customers are less able to do so if they use OBM gloves. Also, since
Supermax has its own distribution chain, its distribution income cushions it from the
negative impact of normalizing demand. These 2 factors differentiate Supermax from rival
Top Glove although both possess similar product mixes and target mostly the same
markets.

No change in product mix. Despite the tendency of most rubber glove manufacturers to
switch to nitrile gloves for which the competition is less intense as the examination glove
demand normalizes, we understand that Supermax will continue what it does best, i.e.
producing natural rubber gloves. The company’s product mix has remained unchanged
since last year, which is 80% natural rubber and 20% nitrile gloves.

Capacity expansion slightly delayed. Supermax expects to increase its capacity to 3.1bn
pieces of gloves by end-2010 and by another 4.1bn at end-2011, bringing its annual
capacity to 21.7bn pieces by end-2011. However, we gather that although expansion for
the initial 3.1bn pieces is on track, there may be slight delay in the entire expansion by a
total of 4.1bn (related to the Glove City project) due to the patchy supply of formers and
conveyor chains given the sudden surge in demand last year.

Maintain Buy. We are tweaking our FY10-11 forecasts slightly lower by 1%-6% to be more
conservative although Supermax’s OBM strategy will partly cushion the effects of
normalizing demand for examination gloves. Also, we have lowered our target price to
RM?7.84 based on a lower PER of 13x FY11 EPS (previously RM9.11 based on 15x FY11
EPS), since we do not see any immediate catalysts for the rubber glove sector currently.

FYE Dec (RMm) FY07 FY08 FY09 FY10f FY11f
Revenue 582.1 811.8 814.8 1,015.9 1,177.7
Net Profit 59.4 47.0 129.8 183.2 200.1
% chg y-o-y 455 -20.9 176.1 41.2 9.2
Consensus - - - 185.0 209.0
EPS (sen) 214 13.7 37.7 55.2 60.3
DPS (sen) 3.3 4.0 11.0 11.0 11.5
Dividend yield (%) 0.7 0.9 2.5 25 2.6
ROE (%) 18.8 115 26.3 28.8 25.1
ROA (%) 8.6 5.1 13.5 18.3 171
PER (x) 20.3 31.8 11.5 7.9 7.2
BV/share (RM) 1.18 1.29 1.68 2.16 2.65
P/BV (x) 4.0 35 2.8 2.2 1.7

EV/ EBITDA (x) 19.4 15.4 10.0 6.5 6.0
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EARNINGS FORECAST

FYE Dec (RMm) FYO7 FY08 FY09 FY10f FY11f
Turnover 582.1 811.8 814.8 1,015.9 1,177.7
EBITDA 92.1 115.2 162.3 240.6 261.7
PBT 67.2 52.0 152.1 215.5 235.4
Net Profit 59.4 47.0 129.8 183.2 200.1
EPS (sen) 214 13.7 37.7 55.2 60.3
DPS (sen) 3.3 4.0 11.0 11.0 11.5
Margin

EBITDA (%) 15.8 14.2 19.9 23.7 22.2
PBT (%) 11.5 6.4 18.7 21.2 20.0
Net Profit (%) 10.2 5.8 15.9 18.0 17.0
ROE (%) 18.8 11.5 26.3 28.8 251
ROA (%) 8.6 5.1 13.5 18.3 171
Balance Sheet

Fixed Assets 510.6 507.2 569.5 658.8 741.0
Current Assets 359.0 477.5 364.6 405.5 529.0
Total Assets 869.6 984.7 934.1 1,064.3 1,270.0
Current Liabilities 309.7 387.4 202.2 175.5 215.6
Net Current Assets 49.3 90.1 162.4 229.9 313.3
LT Liabilities 168.7 168.7 173.9 173.9 173.9
Shareholders Funds 391.2 428.6 558.0 714.9 880.4
Net Gearing (%) 88.3 78.1 31.5 16.9 13.3
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OSK Research Guide to Investment Ratings

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

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

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

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

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

: 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.

Distribution in Singapore

This research report produced by OSK Research Sdn Bhd is distributed in Singapore only to “Institutional Investors”, “Expert Investors” or
“Accredited Investors” as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not an “Institutional Investor”, “Expert Investor”
or “Accredited Investor”, this research report is not intended for you and you should disregard this research report in its entirety. In respect of any
matters arising from, or in connection with, this research report, you are to contact our Singapore Office, DMG & Partners Securities Pte Ltd
(“DMG”").
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