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Supermax Corporation OUTPERFORM  ↔ 
Price:  RM2.24  New Plants Booster in 2H14  Target Price:  RM3.23 ↔ 

By the Kenanga Research Team l research@kenanga.com.my 
 

Period  � 2Q14/1H14 
  Actual vs.  
Expectations 

� The 1H14 net profit of RM53.4m (-21.4% yoy) came 
in below expectations at 38-39% of our full-year 
foreast and the consensus forecasts. The negative 
variance from our forecast was due to lower-than-
expected sales volume.  

  Dividends � No dividend was declared in this quarter.   

  Key Result 
Highlights 

� QoQ, 2Q14 revenue rose by 2.5% to RM238m due 
to higher gloves volume sales (+8.8%) and a lower 
average selling price as production lines gradually 
re-commenced operations, which was earlier halted 
due to a fire as the lines were restored in stages 
towards end-2Q14. However, some capacity was 
temporarily lost due to the resumption of scheduled 
automation programme leading to shutdown of some 
production lines. The loss in output due to 
continuation of the automation process will be more 
than compensated by new output from the Meru 
plant scheduled for commissioning by 4Q14 
onwards. Looking ahead, we are not overly 
concerned about earnings growth going forward 
because: (i) 50% of the production lines impacted by 
the fire are now up and running since mid-Jan 2014 
while the remaining production lines were re-
commissioned in various stages in 2Q14 and (ii) 
potential insurance claims from the damages and 
loss of revenue could be reflected in subsequent 
quarters.    

� YoY, 1H14 revenue fell by 27%; hit by both lower 
sales volume of nitrile gloves due to a fire incident at 
its Alor Gajah, Malacca plant leading to a loss in 
production output. This brings 1H14 PATAMI to 
RM53.4m (-21%).  

  Outlook � Growth going forward is expected to be driven by 
two new plants, namely Lot 6059 and Lot 6058. We 
understand that the building structures for Plant #10 
and Plant #11 i.e Lot 6059 and 6058 in Meru, Klang 
are up and the first batch of lines were 
commissioned in August 2014. Lot 6059 and 6058 
will have 24 and 16 production lines producing 3.2b 
and 2.2b pieces of nitrile gloves p.a., respectively, 
bringing the total nitrile production capacity from 
6.9b (including the 1.4bn in Lot 6070) to 12.3b 
pieces p.a. or 52% of the total installed capacity.  

  Change to 
Forecasts 

� We are downgrading our FY14E net profit by 9% 
due to loss in output arising from the resumption of 
the automation programme leading to shutdown of 
some production lines. We are keeping our FY15 
numbers, underpinned by growth from new plant.  

  Rating & 
Valuation 

� Maintain Outperform and TP of RM3.23 based on 
unchanged 14x FY15 EPS. We continue to like 
SUPERMX for its 35% valuation discount to peers 
and impending commercial operation of its plant in 
Meru to be a re-rating catalyst. Reiterate 
OUTPERFORM. 

  Risks to Our Call � Slower-than-expected commissioning of new plants.  
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KLCI                         1,861.82  
YTD KLCI chg -0.3% 
YTD stock price chg -19.1% 
  

Stock Information 
Bloomberg Ticker SUCB MK Equity 
Market Cap (RM m)                           1,516.8  
Issued shares                              677.2  

52-week range (H)                                3.08  

52-week range (L)                                2.06  

3-mth avg daily vol:                       1,908,140  

Free Float 59% 

Beta                                  0.5  
 

Major Shareholders  

KIM SIM THAI 20.5% 

BEE GEOK TAN 15.2% 

EMPLOYEES PROVIDENT 8.4% 
 

Summary Earnings Table  
FYE Dec (RM’m) 2013A 2014E 2015E 
Turnover 1127.3 1148.7 1400.0 
EBIT 148.8 151.5 187.3 
PBT 155.1 154.2 190.0 
Net Profit (NP) 128.8 128.0 157.8 
Consensus (NP) - 135.3 158.3 
Earnings Revision N.A. -9% - 
EPS (sen) 18.9 18.8 23.2 
EPS growth (%) 5.6 (0.4) 23.2 
NDPS (sen) 5.5 5.6 7.0 
BVPS (RM) 1.32 1.45 1.61 
PER (X) 13.4 11.9 9.7 
PBV (X) 1.7 1.5 1.4 
Net Gearing (%) 17.2 15.1 19.2 
Dividend Yield (%) 2.2 2.5 3.1 
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Result Highlight  
         
  2Q 1Q QoQ 2Q YoY 6M 6M YoY 

FY Dec (RM’m) FY14 FY14 Chg (%) FY13 Chg (%) FY13 FY14 Chg (%) 

Turnover 238.1 232.3 2.5 330.0 (27.8) 650.5 470.4 (27.7) 

EBITDA 39.4 38.7 1.8 48.5 (18.7) 93.9 78.1 (16.8) 

EBIT 32.8 32.9 (0.3) 37.4 (12.3) 73.3 65.7 (10.3) 

PBT 32.3 32.1 0.4 39.8 (19.0) 76.6 64.4 (15.9) 

Net Profit (NP) 26.8 26.6 0.6 35.5 (24.6) 67.9 53.4 (21.4) 

EPS (sen) 3.9 3.9 0.5 5.1 (23.4) 9.9 7.8 (20.4) 

          

EBITDA margin (%) 16.5 16.7  14.7  14.4 16.6  

EBIT margin (%) 13.8 14.2  11.3  11.3 14.0  

PBT margin (%) 13.5 13.8  12.1  11.8 13.7  

Effective tax rate (%) 16.6 18.1  12.4  12.5 17.3  

         
Source: Company, Kenanga Research, Bursa Malaysia 
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PRICE (RM) PER 1.7 x PER 5.4 x PER 9.1 x PER 12.8 x PER 16.5 x
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PRICE (RM) PBV 0.4 x PBV 1.0 x PBV 1.6 x PBV 2.3 x PBV 2.9 x

Source: Bloomberg, Kenanga Research  
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Stock Ratings are defined as follows:  
 
Stock Recommendations 
 
OUTPERFORM  : A particular stock’s Expected Total Return is MORE than 10% (an approximation to the  
       5-year annualised Total Return of FBMKLCI of 10.2%). 
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of 3% to 10%. 
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than 3% (an approximation to the  
      12-month Fixed Deposit Rate of 3.15% as a proxy to Risk-Free Rate). 
 
 
Sector Recommendations***   
 
OVERWEIGHT  : A particular sector’s Expected Total Return is MORE than 10% (an approximation to the  
       5-year annualised Total Return of FBMKLCI of 10.2%). 
NEUTRAL  : A particular sector’s Expected Total Return is WITHIN the range of 3% to 10%. 
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than 3% (an approximation to the   

  12-month Fixed Deposit Rate of 3.15% as a proxy to Risk-Free Rate). 
 
***Sector recommendations are defined based on market capitalisation weighted average expected total 
return for stocks under our coverage. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not 
make any representations as to its accuracy or completeness.   Any recommendation contained in this document does not have regard to 
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This 
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. 
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document 
or any solicitations of an offer to buy or sell any securities.  Kenanga Investment Bank Berhad and its associates, their directors, and/or 
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or 
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. 
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KENANGA INVESTMENT BANK BERHAD (15678-H)   
8th Floor, Kenanga International, Jalan Sultan Ismail, 50250 Kuala Lumpur, Malaysia Chan Ken Yew  
Telephone: (603) 2166 6822 Facsimile: (603) 2166 6823   Website: www.kenanga.com.my Head of Research 


