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Investment highlights

e All-time high for revenue. Yesterday, Supermax held its first analyst briefing for
2009. The key main highlights were its performance in 2008, recent developments
in the glove industry and the outlook for the company. Although, most of the things
discussed were well within our expectations, the briefing left us feeling more
positive about Supermax. If not for the RM16.7m impairment loss for APLI,
Supermax would have turned in a 13% increase in net profit, instead of a 17%
decline. Revenue surged 45% to RM833.4m on a 30% rise in production to 10.8bn
gloves, coming largely from 10 new lines commissioned at its Kamunting Raya
plant in 1HO08 and intensive marketing efforts to take advantage of strong demand
for rubber gloves.

e Meeting new global standards. Supermax has no problem meeting new
standards for rubber gloves entering the US and Brazil. In Dec 08, the US FDA
stepped up its acceptable quality level (AQL) while from 1 January, glove
manufacturers or suppliers in Brazil are required to print their distributor's name
and glove lot/batch number on each piece of glove. Supermax has been able to
meet the FDA AQL requirement which it has been practising internally and also
recently received approval for its new glove standard meant for the Brazilian
market.

e Maintain HOLD. Overall, the briefing highlighted three main points: Supermax’s
performance in 2008, recent developments in the glove industry and the outlook
for the company. Prospects are improving, thanks to the confluence of myriad
factors such as the industry’s natural resilience, lower latex cost, favourable
exchange rate movements and recent energy price cuts. With these favourable
developments, future monthly cost savings and potential margins improvement,
we have raised our FY09-11 numbers by 14-15%. This gives us a new target price
of RM1.03 (RM0.90 previously), still based on a 70% discount pegged to 12x P/E.
We maintain our HOLD recommendation.

Key stock statistics Per share data
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Source: Company, CIMB estimates, Bloomberg

Please read carefully the important disclosures at the end of this publication.




Results review

All-time high for revenue... Supermax’s FY08 revenue surged 45% to RM833m on a
30% rise in production to 10.8bn gloves, coming largely from 10 new lines
commissioned at its Kamunting Raya plant in the 1H of the year and intensive
marketing efforts to take advantage of strong demand for rubber gloves.

...but earnings and margins were affected. If not for the RM16.7m impairment loss
for APLI in 4Q08, Supermax turned in a 13% increase in net profit to RM63.1m,
instead of a 16.9% decline to RM46.5m. As a result, its net profit margin tumbled from
9.7% in FYQ7 to 5.6%.

Recent developments

New FDA requirements... In Dec 08, the US Food and Drug Administration (FDA)
stepped up its inspection criteria for rubber gloves entering into the US market. The
new standard acceptable quality level (AQL) for examination gloves is 2.5 (4.0
previously) while for surgical gloves, the AQL must now be 1.5 (2.5 previously).
However, this does not have any impact on Supermax’s products as the company has
been practising an AQL standard of 1.5 for its examination gloves and AQL 0.65-1.00
for its surgical gloves.

..along with new Brazilian standard. On top of that, from 1 January, glove
manufacturers or suppliers in Brazil are required to print their distributor's name and
glove lot/batch number on each piece of glove. As an OBM manufacturer with its own
distribution centre in Brazil, Supermax has been able to adopt this new rule easily and
its gloves have recently been approved by the Brazilian authorities. Nevertheless, the
company mentioned that it has been aware of this new rule since 3Q of last year and
made extra shipments during the months of September and October to ensure
sufficient supply until March.

More positive news. During the briefing, Supermax revealed that it bought 33 acres
of land in Bukit Kapar, Klang last year as part of the group’s long-term plan to
integrate all of its eight manufacturing plants in one place in a project called the
“Glove City Project” which focuses on just in time (JIT) manufacturing and production
efficiency. However, this project is still at a preliminary stage of planning.
Management could not estimate its capex requirements but mentioned that the project
should start to kick off with the move of its older plants in FY11. The whole project
expected to be completed within 10 years.

Figure 1: P&L analysis (RM m)

FYE Dec 2006 2007 2008 2009F
Revenue 389.1 574.3 833.4 841.7
Operating Profit (EBIT) 42,0 55.4 .7 76.9
Depreciation (12.9) (20.2) (28.6) (28.1)
Interest Expenses (13.7) (15.3) (22.1) (22.3)
Pretax Profit 47.2 58.6 516 73.9
Effective Tax Rate (%) 13.6 4.4 10.0 13.0
Net Profit 40.8 55.9 46.5 64.3
Operating Margin (%) 10.8 9.6 8.6 9.1
Pretax Margin (%) 12.1 10.2 6.2 8.8
Net Margin (%) 10.5 9.7 5.6 7.6

Source: Company, CIMB estimates

Earnings outlook

Margins to improve. With APLI out of its way, Supermax business will now be 55%
OBM and 45% OEM. The group mentioned that it can now focus on its manufacturing
activities and there will be no more trading contribution from related parties. The
group expects its margins to improve from FY09 onwards.

Savings from energy price cuts. Besides potential margins improvement, the group
disclosed that the recently announced 5% electricity tariff cut and 32% drop in natural
gas prices will result in monthly savings of RM1.7m, which works out to a total of
RM17m for FY09.

Demand unaffected by economic slowdown. Rubber gloves have proven over time
that they are not affected by the health of the economy. We believe that demand for
Supermax’s products will be strong as more than 90% of its production is for medical
usage which is driven by the emergence of viruses and developing countries’
increasing awareness of the need for better hygiene.
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Recommendation

Maintain HOLD. Overall, the briefing highlighted three main points: Supermax’s
performance in 2008, recent developments in the glove industry and the outlook for
the company. Prospects are improving, thanks to the confluence of myriad factors
such as the industry’s natural resilience, lower latex cost, favourable exchange rate
movements and recent energy price cuts. With these favourable developments, future
monthly cost savings and potential margins improvement, we have raised our FY09-
11 numbers by 14-15%. This gives us a new target price of RM1.03 (RMO0.90
previously), still based on a 70% discount pegged to 12x P/E. We maintain our HOLD
recommendation.
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Financial summary

FYE Dec 2007 2008 2009F 2010F 2011F
Rewvenue (RM m) 5743 8334 841.7 8754 01.7
EBITDA (RMm) 756 1003 105.0 123.9 135.1

EBITDA margins (%) 132 120 125 14.2 15.0
Pretax profit (RMm) 586 516 73.9 87.5 93.3
Net profit (RM m) 55.9 465 64.3 76.1 81.1

EPS (sen) 211 175 24.2 287 30.6
EPS growth (%) +17% -17% +38% +18% +7%

P/E (x) 40 48 35 29 27
Core EPS (sen) 211 238 242 2.7 30.6
Core EPS growth (%) +17% +13% +2% +18% +7%

Core PIE (x) 40 35 35 29 27
Gross DPS (sen) 50 33 47 4.7 5.9
Dividend yield (%) 59 39 56 56 7.1

PINTA (¥ 0.9 06 0.6 05 0.4
ROE (%) 225 140 15.6 17.2 16.2
Net gearing (%) 60.5 711 64.6 484 432
PICF (x) 102 72 6.9 6.9 6.3
EV/EBITDA (x) 115 97 74 74 5.9
% change in EPS estimates 15.0 14.0 14.0
CIMB/Consensus (x) 0.98 092 N/A

Source: Company, CIMB/CIMB-GK Research, Reuters Estimates

Figure 3: Financial performance (RM m)
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Figure 4: Production (m pcs of gloves)
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CIMB INVESTMENT BANK BHD — DISCLOSURE & DISCLAIMER

CIMB Investment Bank Bhd (‘CIMB’) is a participant in the CMDF-Bursa Research Scheme ("CBRS") administered by Bursa Malaysia Berhad and has been
compensated to undertake the scheme. CIMB has produced this report independent of any influence from CBRS or the subject company.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and
agrees to be bound by the limitations contained herein (including the “Restrictions on Distributions” set out below). Any failure to comply with these limitations may
constitute a violation of law.

CIMB, its affiliates and related companies, their directors, associates, connected parties and/or employees may own or have positions in securities of the company(ies)
covered in this research report or any securities related thereto and may from time to time add to or dispose of, or may be materially interested in, any such securities.
Further, CIMB, its affiliates and its related companies do and seek to do business with the company(ies) covered in this research report and may from time to time act as
market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them from customers on a principal basis and
may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such
investment, advisory or other services from any entity mentioned in this report. The views expressed in this report accurately reflect the personal views of the analyst(s)
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
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is,
subject to the duties of confidentiality, available on request.

(i)  Asof 6 March 2009, CIMB and its affiliates have a proprietary position in the following securities in this report:
(@)-

(i) As of 6 March 2009, CIMB and its affiliates do not have a proprietary position in the following securities in this report:
(b) Supermax

(iiiy As of 6 March 2009, the analyst, Terence Wong who prepared this report, owns and has an interest in the securities in the following company or companies
covered or recommended in this report.

© -

(iv)  As of 6 March 2009, the analyst, Terence Wong who prepared this report, does not own and does not have an interest in the securities in the following company or
companies covered or recommended in this report.
(d) Supermax

The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. This report does not purport
to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any guarantee, representation or warranty, express or
implied, as to the adequacy, accuracy, completeness, reliability or fairmess 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.

The views and opinions in this research report are our own as of the date hereof and are subject to change. CIMB has no obligation to update its opinion or the
information in this research report.

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.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

STOCK RECOMMENDATIONS

BUY: Expected positive total retuns of 15% or more over the next 12 months
HOLD: Expected total returns of between -15% and +15% over the next 12 months.
SELL: Expected negative total returns of 15% or more over the next 12 months.
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