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US health insurance reform
US President Barack Obama is proposing comprehensive health insurance reforms
that will benefit American families and small businesses. The healthcare reform bill is
targeted to be passed by year-end.
46m Americans not insured. It is understood that about 46m or 15% of Americans
are not insured, mainly because of loss of employment-based coverage. This arises
from a host of factors: job losses, rising premiums, fewer employers offering coverage
(including retiree coverage) and more employees declining coverage. The uninsured
group apparently consists mostly of young adults, employees in smaller firms and
those on relatively low wages.
Proposing insurance for all. Under the reform, insurance coverage will be extended
to the 46m. This group of people will have guaranteed access to quality, affordable
healthcare and will be able to choose a plan that suits their family needs. Insurance
companies will not be allowed to deny them coverage because of pre-existing medical
conditions.
Affordable insurance for those who already have one. For those who already have
health insurance, the reform is said to provide them with more security and stability. It
will limit the out-of-pocket costs and prevent insurance companies from dropping
coverage if they get too sick. They can also have affordable insurance options if they
lose their jobs or change jobs. It will even cover preventive care like check-ups and
mammograms, thereby saving lives and money.
Working towards passing the health reform. President Obama is said to be
committed to working to pass a comprehensive health reform bill this year in order to
control rising healthcare costs, guarantee the choice of doctor and assure high-quality,
affordable healthcare for all Americans. All in, the comprehensive health reform
should:
•
•
•
•
•
•
•
•

reduce long-term growth of healthcare costs for businesses and government
protect families from bankruptcy or debt because of healthcare costs
guarantee choice of doctors and health plans
invest in prevention and wellness
improve patient safety and quality of care
assure affordable, quality health coverage for all Americans
maintain coverage when Americans change or lose their jobs
end barriers to coverage for people with pre-existing medical conditions.

Comments
The winners. We are not entirely surprised by the news as the issue of healthcare
reform has been high on the agenda for quite sometime this year. This is positive
news for the glovemakers, especially those with the biggest exposure to the US
market, i.e. Hartalega (HART MK, Outperform) and Kossan (KRI MK, Outperform) as
well as OBM players such as Supermax (SUCB MK, Outperform) and Adventa (ADV
MK, Not Rated) as they can command higher prices when demand is strong.
Currently, Malaysian glovemakers export 27-77% of their output to the US.
Glovemakers expect demand to rise. From our checks with the glovemakers, most
of them concur with our favourable take on the healthcare reforms as the insurance
coverage will give US citizens better access to quality healthcare services. This will
increase the consumption of medicines and medical disposables such as gloves.
Please read carefully the important disclosures at the end of this publication.
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Valuation and recommendation
Maintain OVERWEIGHT. We maintain our OVERWEIGHT stance on the rubber
glove sector in light of the favourable industry landscape, our expectations of
continued market leadership for Malaysia’s glovemakers and the demand resilience
for rubber gloves, especially examination and medical-grade gloves. All glove stocks
under our coverage remain Outperforms. Potential re-rating catalysts are a continued
uptick in demand from the healthcare industry, ongoing capacity expansion and strong
earnings growth. Supermax and Kossan are our top picks. For Supermax, the
potential share price triggers include the improvement in its earnings and margins
stemming from overseas distribution centres and OBM model. As for Kossan, the
potential upside catalysts include improving earnings ability due to its changing
product mix and aggressive capacity expansion.

Figure 2: Sector comparisons
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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
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Group Sdn Bhd’s affiliates, subsidiaries and related companies.
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As of 4 August 2009, CIMB has a proprietary position in the following securities in this report:
(a) As of 5 August 2009, the analyst, Terence Wong who prepared this report, has an interest in the securities in the following company or companies covered or
recommended in this report:
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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.
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.
Australia: Despite anything in this report to the contrary, this research is provided in Australia by CIMB-GK Research Pte. Ltd. (“CIMB-GK”) and CIMB-GK notifies each
recipient and each recipient acknowledges that CIMB-GK is exempt from the requirement to hold an Australian financial services licence under the Corporations Act
2001 (Cwlth) in respect of financial services provided to the recipient. CIMB-GK is regulated by the Monetary Authority of Singapore under the laws of Singapore, which
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and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. This research has been prepared without
taking into account the objectives, financial situation or needs of the individual recipient.
France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to subscribe to, or
used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is not intended as a solicitation for
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research report are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the
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reproduced in any form by any means or (ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior
written consent of CIMB-GKR.
As of 4 August 2009 CIMB-GK Research Pte Ltd does not have a proprietary position in the recommended securities in this report.
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RECOMMENDATION FRAMEWORK #1*
STOCK RECOMMENDATIONS

SECTOR RECOMMENDATIONS

OUTPERFORM: The stock's total return is expected to exceed a relevant
benchmark's total return by 5% or more over the next 12 months.

OVERWEIGHT: The industry, as defined by the analyst's coverage universe, is
expected to outperform the relevant primary market index over the next 12
months.

NEUTRAL: The stock's total return is expected to be within +/-5% of a relevant
benchmark's total return.

NEUTRAL: The industry, as defined by the analyst's coverage universe, is
expected to perform in line with the relevant primary market index over the next
12 months.

UNDERPERFORM: The stock's total return is expected to be below a relevant
benchmark's total return by 5% or more over the next 12 months.

UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,
is expected to underperform the relevant primary market index over the next 12
months.

TRADING BUY: The stock's total return is expected to exceed a relevant
benchmark's total return by 5% or more over the next 3 months.

TRADING BUY: The industry, as defined by the analyst's coverage universe, is
expected to outperform the relevant primary market index over the next 3
months.

TRADING SELL: The stock's total return is expected to be below a relevant
benchmark's total return by 5% or more over the next 3 months.

TRADING SELL: The industry, as defined by the analyst's coverage universe,
is expected to underperform the relevant primary market index over the next 3
months.

* This framework only applies to stocks listed on the Singapore Stock Exchange, Bursa Malaysia, Stock Exchange of Thailand and Jakarta Stock Exchange. Occasionally, it is permitted for the total expected returns to be
temporarily outside the prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.
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RECOMMENDATION FRAMEWORK #2 **
STOCK RECOMMENDATIONS

SECTOR RECOMMENDATIONS

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

OVERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of +15% or
better over the next 12 months.

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

NEUTRAL: The industry, as defined by the analyst's coverage universe, has
either (i) an equal number of stocks that are expected to have total returns of
+15% (or better) or -15% (or worse), or (ii) stocks that are predominantly
expected to have total returns that will range from +15% to -15%; both over the
next 12 months.

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

UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of -15% or
worse over the next 12 months.

TRADING BUY: Expected positive total returns of 15% or more over the next 3
months.

TRADING BUY: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of +15% or
better over the next 3 months.

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

TRADING SELL: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of -15% or
worse over the next 3 months.

** This framework only applies to stocks listed on the Hong Kong Stock Exchange and China listings on the Singapore Stock Exchange. Occasionally, it is permitted for the total expected returns to be temporarily outside the
prescribed ranges due to extreme market volatility or other justifiable company or industry-specific reasons.
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