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Supermax Corporation Berhad

Bullish Guidance

1QFYO09 results were above expectations

1QFY09 EPS of 7.4 sen came in at 30% of our FY09 forecast and
consensus estimates. Pretax profit rose 38% YoY, despite flat revenue,
due to better operating margins and higher trading income from
associates. Operating margins rose to 10.6% from 8.4% in 1Q09, aided
by a RM3.3m reduction in operating expenses whilst the Ringgit fell to
RM3.62:US$ from RM3.23:US$ in 1Q08. Contribution from its Brazilian
associate was also higher as Supermax was one of only two companies
certified under the new more stringent guidelines. Meanwhile, the group
has also improved its working capital and risk management - with 1Q09
receivables cycle falling to 2.74 months (FY08: 3.46 months) and
inventory turnover falling to 1.65 months (FY08: 2 months) - and ceased
equity-accounting APLI's losses. However, core net profit rose by a
lesser 22% YoY as the tax charge rose from 5% in 1Q08 to 16% as the
group was unable to fully utilise its reinvestment allowances due to the
lack of capex in 1Q09.

Profit to rebound in FY09 on lower input costs and stronger US$
Despite ~90% of its gloves being sold to the Americas and Europe,
demand for rubber gloves continues to be robust amid the global
recession, with global consumption of 130b gloves expected to grow by
10% p.a. Supermax is guiding for EPS of between 26-27 sen in FY09.
We have accordingly raised our EPS forecasts by 8% in FY09 and 7% in
FY10 as EBITDA margins are projected to rise to 11.7% from 9.3% in
FY08 amid lower latex prices and a stronger US$. Latex is currently
trading at RM4.50/kg wet from a high of RM7.20/kg in July 2008 whilst
electricity and gas prices were cut by 5% and 32% respectively on 1 Mar
2009. The Ringgit is also expected to be weaker than in FYO08.
Elsewhere, Supermax has deferred the installation of new capacity of
1.7m gloves (costing RM35m) to 2010. By end-2010, its installed
capacity will increase to 16.2b gloves from 14.5b gloves currently.

Undemanding valuations; BUY

Despite a near-doubling of its share price from a low of RM0.78 on 24
Feb 2009, Supermax’s FY09 and FY10 PERs of 5.8x and 5.4x are
relatively undemanding compared to the sector average of 9.3x for
FY09. We reiterate our BUY recommendation with a price target of
RM1.84, based on 7x FY09 EPS of 26.3 sen.

Year End Dec 31 2006 2007 2008E 2009E 2010E
Sales (RM m) 389.1 574.3 811.8 860.0 950.0
Pre-tax (RM m) 47.2 58.6 52.0 81.0 89.0
Net profit (RM m) 40.8 56.0 47.0 69.7 74.8
EPS (sen) 18.1 24.1 17.7 26.3 28.2
EPS growth (%) 11.3 335 -26.6 48.3 7.3
PER (x) 8.4 6.3 85 5.8 54
EV/EBITDA (x) 9.8 9.2 10.2 7.5 6.5
Yield (%) 2.9 2.9 2.9 2.8 2.8

SEE APPENDIX | FOR IMPORTANT DISCLOSURES AND
ANALYST CERTIFICATIONS
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Table 1: Quarterly Results Table 6: Relative valuations
(RMm) 0108 Q208 0308 G408 0100 %ngg %Y3$9 Company Top Glove Kossan Supermax Hartalega*
Revenue 1915 193.3 2443 2044 1924 52 05 FYE AUg09  Dec09  Dec09 Marl0
Operating profit 161 151 191 214 204 45 262  oraeprice (RM) 585 3.46 1.51 3.34
Interest expense 50 64 56 -51 50 -0.2 17.8 Share capital (m shrs) 2945 159.9 2653 242.3
Associates 52 49 24 62 81 285 o5g3  Marketcap(RMm) 17228 5533 4006 809.3
Impairment of Inv in 167 00 '{;fﬁﬁi;:ﬁgg:% 30000 11100 14476 6200
Associate (APLI)
Pretax Profit 16.4 135 159 5.9 235 4735 375
Taxation 06 03 -04 -44 38 442 3407  NetProfi 135.4 736 69.7 90.1
Net Profit 157 138 155 15 197 12262 215  EPS(sen) 46.0 46.0 26.3 37.2
EPS (sen) 59 52 58 06 74 12262 215 PER (x) 12.7 7.5 5.8 9.0
Output (m pieces) 2655 2445 2785 2915 2920 0.2 10.0
EBIT margins (%) 8.4 7.8 7.8 105 10.6 NTA/share (RM) 2.34 1.87 1.46 0.87
Tax Rate (%) 3.8 -2.0 26 739 16.0 Price/book (x) 25 1.9 1.0 3.8
Sources: Company data, KE estimates
Net debt (RMm) -39.5 185.5 347.6 49.0
Net gearing (%) -5.4 54.0 72.1 23.3
Table 2: FY08 Sales by Products (%) Revenue — gloves (RMm)  1467.0 877.0 860.0 545.3
Powdered gloves Latex examination 26 Market cap/revenue (x) 117 0.63 0.47 1.48
Nitrile synthetic 1 Sales/share (RM) 4.98 5.48 3.24 2.25
Sterile surgical 3 .
* based on consensus estimates
Powder-free gloves Latex examination 45
Nitrile synthetic 25
Total 100

Source: Company data

Table 3: Sales by geographical regions (%)

FY06 FYO07 FY08

Americas (north/central/south) 65.0 64.0 60.5
Europe 23.5 23.0 26.5
Asia/Australasia 55 6.0 6.5
Africa/Middle East 6.0 7.0 6.5

Source: Company data

Table 4. Working Capital Management
FY06  FYO7 FY08 1Q09

Receivables cycle (mths) 4.47 4.35 3.46 2.74
Inventory Turnover cycle (mths) 1.26 2.22 2.00 1.65
Gearing ratio (net) 0.78 0.88 0.90 0.82

Source: Company data

Table 5: Key Assumptions

2006 2007 2008 2009 2010
Installed capacity (m pieces) 10,706 13,516 14,476 14,476 16,204
Prod’'n output (m pieces) * 9,315 11,736 12,050 13,000 13,900
Utilisation rate (%) 87% 87% 83% 90% 86%
Forex rate US$/RM 3.60 3.40 3.50 3.60 3.50
Avg latex price/kg wet (RM)  5.12 5.20 5.50 4.50 5.00

* Supermax and Seal Polymer
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Profit and Loss Balance Sheet
YE Dec (RM m) 2006 2007 2008 2009 2010 YE Dec (RM m) 2006 2007 2008 2009 2010
Sales 389.1 5743 811.8 860.0 950.0 Total assets 522.0 868.5 946.7 985.0 1020.6
Cost of goods sold 298.0 455.1 658.9 698.0 775.0 Current assets 221.8 354.2 407.3 419.0 426.6
Gross Profit 91.1 119.2 1529 162.0 175.0 Cash & ST investment 28.7 29.2 31.0 26.4 30.0
Operating expenses 481 638 88 870 930 Inventories 421 1064 1355 1280 1300
Operating Profit 431 554 702 750 820 pacounts receivable B TSl LI
Net interest 37 -153 203 200 210 TGipeaseets 3002 5143 5394 5660 594.0
Interest income 00 00 0.0 0.0 0.0 LT investments 126.9 957 1160 1160 116.0
Interest expense -13.7 -153  -203 -20.0 -21.0 Net fixed assets 1732 3785 3882 412.0 4430
Net investment income/(loss) 0.0 0.0 0.0 0.0 0.0 Others 0.0 40.1 35.2 38.0 35.0
Net other non-op. JV+Assoc. 178 184 18.8 26.0 28.0 Total liabilities 282.1 484.7 530.3 503.2 466.9
Net extraordinaries 0.0 0.0 -16.7 0.0 0.0 Current liabilities 1235 255.1 3474 306.2 291.6
Pretax income 47.2 58.6 52.0 81.0 89.0 Accounts payable 55.1 97.9 109.1 112.0 115.0
Income taxes 6.4 26 50 -11.3 -14.2 ST borrowings 67.5 152.5 230.8 189.0 172.0
Minority Interest 00 00 00 00 00 Others 09 4.8 Ud 52 46
Net profit 40.8 56.0 47.0 69.7 74.8 Long-term liabilities 158.6 229.6 183.0 197.0 175.3
EBITDA 538 759 75.8 %97 1083 Long-term debts 1479 2168 1749 1850 165.0
Others 10.7 12.8 8.1 12.0 10.3
EPS (sen) 181 241 177 263 282  “gphareholder's equity 239.0 383.8 4164 4818 553.7
Sources: Company data, KE estimates Paid-in capital 1132 1326 1326 1326 1326
Reserve 129.3 251.2 289.6 355.1 427.0
Others -2.5 0.0 -5.9 -5.9 -5.9
Sources: Company data, KE estimates
Cashflow
YE Dec (RM m) 2006 2007 2008 2009 2010 Key ratios
Operating cash flow 55.4 73.9 98.3 89.7 98.3 YE Dec 2006 2007 2008 2009 2010
Net profit 408  56.0 47.0 69.7 74.8 Growth (% YoY)
Depreciation & amortisatn 13.0 19.9 28.8 30.0 33.5 Sales 36.7 47.6 414 5.9 105
Change in working capital -3.4 -1.9 27 -100 -10.0 OoP 25.0 28.7 26.6 6.9 9.3
Others 5.0 0.1 19.8 0.0 0.0 EBITDA 26.3 411 -0.2 31.6 8.6
Investment cash flow 481 452 572 150 350 NP 125 371 -161 483 7.3
Net capgx ‘ -25.6  -33.9 -38.5 -15.0 -35.0 Erosfitability %) A 335 £26:0 47.9 S
Change !n LT investment -225 -13.9 -18.6 0.0 0.0 Gross margin 23.4 20.8 18.8 18.8 18.4
Change in other assets 0.0 2.7 0.0 0.0 0.0 Operating margin 111 9.7 8.6 8.7 8.6
Cash flow after invt. 7.3 28.8 41.2 74.7 63.3 EBITDA margin 13.8 13.2 9.3 11.6 11.4
Financing cash flow -19.1  -28.7 -48.1 -37.5 -37.1 Net Profit margin 4.6 4.2 2.2 3.0 3.0
Change in share capital 15 4.8 5.9 1.2 1.6 ROE 17.0 14.6 113 145 135
Net change in debt -12.8 -262 -337 -30.0 -30.0 ROA 7.8 6.4 5.0 7.1 7.3
change in other LT fiab. = TAEEEE )  O7TEEEE gtrzggltti)ébt/equit (%) 898 962 974 776  60.9
0 . . . . .
Net cash flow 118 00 70 372 262 g thine tion 779 886 900 721 554
Sources: Company data, KE estimates Int. coverage (X) 31 3.6 3.4 3.8 3.9
Int. & ST debt coverage (X) 0.5 0.5 0.5 0.5 0.5
Cash flow int. coverage (X) 4.1 4.8 4.8 45 4.7
Cash flow int. & ST debt (X) 0.5 0.6 0.6 0.6 0.6
Current ratio (X) 1.7 1.6 1.6 1.6 1.6
Quick ratio (X) 0.7 0.7 0.7 0.7 0.7
Net debt (RMm) 186.8 340.1 3747 3476 307.0
Per share data
EPS (sen) 181 241 177 26.2 28.1
CFPS (sen) 24.6 31.9 37.1 33.7 36.9
BVPS (RM) 1.07 1.66 1.57 1.81 2.08
SPS (RM) 1.73 2.48 3.06 3.23 3.57
EBITDA/share (RM) 239 32.7 28.6 375 40.7
DPS (sen) 4.5 4.4 4.4 4.3 4.3

Sources: Company data, KE estimates
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following expected price
performance within 12 months:

+15% and above: BUY
-15% to +15%: HOLD
-15% or worse: SELL
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLOSURES
AND
DISCLAIMERS

This report, and any electronic access to it, is restricted to and intended only for clients of Kim Eng Research Sdn Bhd.
("KER") or a related entity to KER (as the case may be) who are institutional investors (for the purposes of both the
Singapore Securities and Futures Act (“SFA”) and the Singapore Financial Advisers Act (“FAA”)) and who are allowed
access thereto (each an "Authorised Person") and is subject to the terms and disclaimers below.

IF YOU ARE NOT AN AUTHORISED PERSON OR DO NOT AGREE TO BE BOUND BY THE TERMS AND
DISCLAIMERS SET OUT BELOW, YOU SHOULD DISREGARD THIS REPORT IN ITS ENTIRETY AND LET KER OR
ITS RELATED ENTITY (AS RELEVANT) KNOW THAT YOU NO LONGER WISH TO RECEIVE SUCH REPORTS.

This report provides information and opinions as reference resource only. This report is not intended to be and does not
constitute financial advice, investment advice, trading advice or any other advice. It is not to be construed as a
solicitation or an offer to buy or sell any securities or related financial products. The information and commentaries are
also not meant to be endorsements or offerings of any securities, options, stocks or other investment vehicles.

The report has been prepared without regard to the individual financial circumstances, needs or objectives of persons
who receive it. The securities discussed in this report may not be suitable for all investors. Readers should not rely on
any of the information herein as authoritative or substitute for the exercise of their own skill and judgment in making any
investment or other decision. Readers should independently evaluate particular investments and strategies, and are
encouraged to seek the advice of a financial adviser before making any investment or entering into any transaction in
relation to the securities mentioned in this report. The appropriateness of any particular investment or strategy whether
opined on or referred to in this report or otherwise will depend on an investor’s individual circumstances and objectives
and should be confirmed by such investor with his advisers independently before adoption or implementation (either as
is or varied). You agree that any and all use of this report which you make, is solely at your own risk and without any
recourse whatsoever to KER, its related and affiliate companies and/or their employees. You understand that you are
using this report AT YOUR OWN RISK.

This report is being disseminated to or allowed access by Authorised Persons in their respective jurisdictions by the Kim
Eng affiliated entity/entities operating and carrying on business as a securities dealer or financial adviser in that
jurisdiction (collectively or individually, as the context requires, "Kim Eng") which has, vis-a-vis a relevant Authorised
Person, approved of, and is solely responsible in that jurisdiction for, the contents of this publication in that
jurisdiction.

Kim Eng, its related and affiliate companies and/or their employees may have investments in securities or derivatives of
securities of companies mentioned in this report, and may trade them in ways different from those discussed in this
report. Derivatives may be issued by Kim Eng its related companies or associated/affiliated persons.

Kim Eng and its related and affiliated companies are involved in many businesses that may relate to companies
mentioned in this report. These businesses include market making and specialised trading, risk arbitrage and other
proprietary trading, fund management, investment services and corporate finance.

Except with respect the disclosures of interest made above, this report is based on public information. Kim Eng makes
reasonable effort to use reliable, comprehensive information, but we make no representation that it is accurate or
complete. The reader should also note that unless otherwise stated, none of Kim Eng or any third-party data providers
make ANY warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data
they provide and shall not have liability for any damages of any kind relating to such data.

Proprietary Rights to Content. The reader acknowledges and agrees that this report contains information,
photographs, graphics, text, images, logos, icons, typefaces, and/or other material (collectively “Content”) protected by
copyrights, trademarks, or other proprietary rights, and that these rights are valid and protected in all forms, media, and
technologies existing now or hereinafter developed. The Content is the property of Kim Eng or that of third party
providers of content or licensors. The compilation (meaning the collection, arrangement, and assembly) of all content on
this report is the exclusive property of Kim Eng and is protected by Singapore and international copyright laws. The
reader may not copy, modify, remove, delete, augment, add to, publish, transmit, participate in the transfer, license or
sale of, create derivative works from, or in any way exploit any of the Content, in whole or in part, except as specifically
permitted herein. If no specific restrictions are stated, the reader may make one copy of select portions of the Content,
provided that the copy is made only for personal, information, and non-commercial use and that the reader does not alter
or modify the Content in any way, and maintain any notices contained in the Content, such as all copyright notices,
trademark legends, or other proprietary rights notices. Except as provided in the preceding sentence or as permitted by
the fair dealing privilege under copyright laws, the reader may not reproduce, or distribute in any way any Content
without obtaining permission of the owner of the copyright, trademark or other proprietary right. Any authorised/permitted
distribution is restricted to such distribution not being in violation of the copyright of Kim Eng only and does not in any
way represent an endorsement of the contents permitted or authorised to be distributed to third parties.
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Additional information on mentioned securities is available on request.
Jurisdiction Specific Additional Disclaimers:

THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO
THE PRESS OR OTHER MEDIA, AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR
TRANSMITTED INTO THE REPUBLIC OF KOREA, OR PROVIDED OR TRANSMITTED TO ANY KOREAN PERSON.
FAILURE TO COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN THE
REPUBLIC OF KOREA. BY ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING
LIMITATIONS.

THIS RESEARCH REPORT IS STRICTLY CONFIDENTIAL TO THE RECIPIENT, MAY NOT BE DISTRIBUTED TO
THE PRESS OR OTHER MEDIA, AND MAY NOT BE REPRODUCED IN ANY FORM AND MAY NOT BE TAKEN OR
TRANSMITTED INTO MALAYSIA OR PROVIDED OR TRANSMITTED TO ANY MALAYSIAN PERSON. FAILURE TO
COMPLY WITH THIS RESTRICTION MAY CONSTITUTE A VIOLATION OF SECURITIES LAWS IN MALAYSIA. BY
ACCEPTING THIS REPORT, YOU AGREE TO BE BOUND BY THE FOREGOING LIMITATIONS.

Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications
may apply if the reader is receiving or accessing this report in or from other than Singapore.

As of 11 May 2009, Kim Eng Research Sdn Bhd and the covering analyst do not have any interest in Supermax
Corporation Berhad.

Analyst Certification:

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the
subject securities or issuers; and no part of the research analyst's compensation was, is, or will be, directly or indirectly,
related to the specific recommendations or views expressed in the report.

© 2009 Kim Eng Research Sdn Bhd. All rights reserved. Except as specifically permitted, no part of this presentation
may be reproduced or distributed in any manner without the prior written permission of Kim Eng Research Sdn Bhd. Kim
Eng Research Sdn Bhd. accepts no liability whatsoever for the actions of third parties in this respect.
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