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Learning to say no

Supermax’s 2Q12 left us feeling positive on its prospects. We like its
focus on automation as costlier energy and labour could put pressure

on FY13 earnings. We also believe management is right to avoid
upstream diversification into natural rubber (NR) plantations.

Maintain Outperform, EPS and
target price, still based on 10.6x CY13
P/E, a 25% discount to our target for
Top Glove. Falling NR prices and
additional revenue streams could
catalyse the stock, in our view.

What Happened »

Supermax held a 2Qi2 briefing for
50-60 analysts and fund managers.
Present were executive chairman
Dato’ Seri Stanley Thai and group
executive director Datin Seri Datin
Seri Cheryl Tan. The focus was on
2Q12 results, industry trends and
Supermax’s plans. Supermax intends
to spend RM65m-70m in FY13 to

automate its old manufacturing lines.

This will help fight cost inflation
from energy (gas) and wages.
Supermax  will not  diversify
upstream to buy rubber plantation
landbank. Instead, it will focus on its
manufacturing and distribution
businesses.

What We Think »

We were positively surprised that the
company is making significant
investments to automate its facilities
to battle cost inflation. Also, we are
positive on Supermax’s decision not
to expand upstream to buy rubber
plantations. We believe glovemakers
should focus on enhancing their
manufacturing and distribution
capabilities, not plantation estate
management. Also, if glove makers
want to hedge input costs, we believe
this can be done through financial
derivatives.

What You Should Do »

We advise investors to accumulate
Supermax. We believe earnings in
the quarters ahead will accelerate as
it benefits from the downtrend in NR
prices. Also, M&As among the small
and medium glove makers could
spur interest in the sector and a
re-rating of large-cap glove makers.
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Financial Summary

Dec-10A
Revenue (RMm) 977
Operating EBITDA (RMm) 208.8
Net Profit (RMm) 186.5
Core EPS (RM) 0.30
Core EPS Growth 18.2%
FD Core P/E (x) 6.99
DPS (RM) 0.042
Dividend Yield 1.95%
EV/EBITDA (x) 6.06
P/FCFE (x) 15.33
Net Gearing 19.5%
P/BV (x) 1.82

Recurring ROE 29.2%
% Change In Core EPS Estimates

CIMB/consensus EPS (x)

Dec-11A Dec-12F Dec-13F Dec-14F
1,021 1,378 1,532 1,603
141.7 148.3 185.0 222.5

89.9 126.7 152.6 176.9
0.16 0.21 0.25 0.29
(47.8%) 30.2% 20.5% 15.9%
13.41 10.29 8.54 7.37
0.036 0.041 0.050 0.058
1.70% 1.94% 2.34% 2.74%
9.15 8.08 5.99 4.36
19.09 22.21 9.85 6.94
28.5% 10.0% 1.0% (9.9%)
1.69 1.43 1.25 1.09
13.1% 15.1% 15.7% 15.9%
0% 0% 0%

1.09 1.17 1.22

SOURCE: CIMB, COMPANY REPORTS

IMPORTANT DISCLOSURES, INCLUDING ANY REQUIRED RESEARCH CERTIFICATIONS, ARE PROVIDED AT THE END OF THIS REPORT.
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New revenue streams »

Supermax will be setting up a national distribution headquarters in Chicago,
Mlinois, by 2Q13, costing RM2om. This will include a 90,000 sq ft warehouse
and 6,000 sq ft office. Enhanced storage space will enable it to carry new
products to accommodate business growth in the US. The company is also
seeking opportunities to set up facilities for surgical and examination gloves in
South America. As Brazil subjects its NR examination glove imports to a 35%
import duty, setting up a facility in Brazil could render Supermax more
competitive.

Spending to save »

To mitigate cost inflation (mainly from wages and energy) and volatile input
prices, Supermax will be investing RM65m-70m in the next two years to
upgrade and automate its facilities. It intends to automate its stripping,
stacking and counting processes by end-2013. It believes this will reduce its
labour costs by 60% or RM2ym annually. Assuming a 25% tax rate, the
after-tax savings could be RM2om, potentially lifting our FY13 net profit
estimate by 13%.

No plans to buy plantation landbank »

While Top Glove (30k ha) and Kossan (10k ha) are buying rubber plantation
landbanks in Indonesia and Myanmar to diversify upstream and hedge
raw-material costs, Supermax is staying focused on enhancing its downstream
and manufacturing capabilities. We are positive on this as we believe glove
makers should focus on manufacturing, distribution and brand development,
not the management of plantation estates. Also, the use of derivative
instruments would be less capital-intensive for hedging. Over an 8-year period
(when rubber trees first reach tapping age), Top Glove is expected to spend
RM400m and Kossan RM130m to develop their plantations (excluding costs of
land).

Deal flow in the sector could pick up »

M&As in the glove industry could gather momentum this year, especially
among small-medium glove makers. Already, two deals have been announced: 1)
the major shareholders of Adventa Bhd have announced a plan to privatise the
company (at forward multiples of 16.2x P/E and 1.05x P/BV); and 2) Top
Glove’s RM24m acquisition of GMP Medicare Sdn Bhd (at 1.5x NTA).
Supermax also indicated that the shareholders of the world’s second-largest
nitrile glove maker, YTY Industries Sdn Bhd, have agreed to sell their equity
interest in the company to the Thai petrochemical group, Indorama.

Figure 1: Sector Comparisons

Bloomberg
Company Ticker Recom.
Adventa ADV MK Trading Buy
Hartalega Holdings HART MK Outperform
Kossan Rubber Industries KRIMK  Outperform
Latexx Partners LTX MK Neutral
Supermax Corp SUCB MK  Outperform
Top Glove Corporation TOPG MK Underperform

Average

Price Target Market Cap Core P/E (x) 2-year EPS P/BV (x) Recurring D!wdend
Price ROE (%) Yield (%)
(US$ m) CAGR (%)

(local curr) (local curr) CY12 CvY13 CY12 CY13 CY12 CY13 CY12 CvY13
1.86 2.10 91 137 114 255% 0.89 077 72% 7.2% 22% 2.6%
4.65 5.01 1,090 150 129 9.2% 480 3.98 352% 33.8% 3.0% 3.5%
3.30 3.69 338 10.1 8.2 6.9% 175 1.49 18.7% 19.6% 2.5% 3.0%
1.77 1.44 127 9.1 7.7 50% 122 1.07 13.9% 14.8% 2.2% 2.6%
2.13 2.64 465 10.3 8.5 15.4% 143 1.25 15.0% 157% 1.9% 2.3%
5.41 4.20 1,074 183 16.8 12.3% 252 228 14.9% 143% 2.1% 2.4%

139 119 17.6% 233 2.03 18.2% 18.3% 25% 2.9%
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DISCLAIMER

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.

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. This publication
is being supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or 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.
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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
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available on request.

The term “CIMB” shall denote where applicable the relevant entity distributing the report in that particular jurisdiction where mentioned specifically below shall be a CIMB Group Sdn Bhd'’s
affiliates, subsidiaries and related companies.

(i) As of August 17,2012, CIMB has a proprietary position in the securities (which may include but not limited to shares, warrants, call warrants and/or any other derivatives) in the
following company or companies covered or recommended in this report:

(a) Hartalega Holdings, Supermax Corp, Top Glove Corporation

(i) Asof August 22, 2012, the analyst(s) who prepared this report, has / have an interest in the securities (which may include but not limited to shares, warrants, call warrants and/or any
other derivatives) in the following company or companies covered or recommended in this report:

@ -

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 faimess 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 Research Pte. Ltd. (‘CIMBR”) and CIMBR notifies each recipient and each recipient
acknowledges that CIMBR is exempt from the requirement to hold an Australian financial services licence under the Corporations Act 2001 (Cth) in respect of financial services provided
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on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of CIMBR.
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The disclosure of the survey result of the Thai Institute of Directors Association (“lOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
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to the public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on
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The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be changed after that date. CIMBS does
not confirm nor certify the accuracy of such survey result.

Score Range 90-100 80 -89 70-79 Below 70 or No Survey Result
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United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing authorities or governmental agencies in
the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, deposited or registered with UAE Central Bank or any other licensing authority or
governmental agencies in the United Arab Emirates. This report is being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to
any person other than the original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to the sale
of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the United Arab Emirates.

United Kingdom: This report is being distributed by CIMB Securities (UK) Limited only to, and is directed at selected persons on the basis that those persons are (a) persons falling within
Article 19 of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (the “Order”) who have professional experience in investments of this type or (b) high net
worth entities, and other persons to whom it may otherwise lawfully be communicated, falling within Article 49(1) of the Order, (all such persons together being referred to as “relevant
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activity. Persons who do not have professional experience relating to investments should not rely on this document.

United States: This research report is distributed in the United States of America by CIMB Securities (USA) Inc, a U.S.-registered broker-dealer and a related company of CIMB Research
Pte Ltd solely to persons who qualify as "Major U.S. Institutional Investors" as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication is only for
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Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribtion to professional, institutional or sophisticated investors
as defined in the laws and regulations of such jurisdictions.

Recommendation Framework #1 *

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

Sector

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 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.
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 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 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.

CIMB Research Pte Ltd (Co. Reg. No. 198701620M)
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Recommendation Framework #2 **

Stock

OUTPERFORM: Expected positive total returns of 10% or more over the next 12
months.

NEUTRAL: Expected total returns of between -10% and +10% over the next 12
months.
UNDERPERFORM: Expected negative total retuns of 10% or more over the next 12

months.

TRADING BUY: Expected positive total returns of 10% or more over the next 3
months.

TRADING SELL: Expected negative total returns of 10% or more over the next 3
months.

Sector

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 +10% or better 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 +10% (or better)
or-10% (or worse), or (ii) stocks that are predominantly expected to have total retumns
that will range from +10% to -10%; both 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 -10% or worse over
the next 12 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 +10% or better 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 -10% 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.

Corporate Governance Report of Thai Listed Companies (CGR). CG Rating by the Thai Institute of Directors Association (I0OD) in 2011.
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