R"B‘ Sector News Flash

28 June 2021 Consumer Cyclical | Rubber Products
Rubber Products Neutral (from Overweight)

Stocks Covered 7
Rating (Buy/ Neutral/ Sell): 0/7/0
Last 12m Earnings Revision Trend: Positive

NRP1 Extension To Impact Sales Volumes; D/G

e D/G NEUTRAL from Overweight. Phase 1 of the National Recovery Plan
(NRP1) will be extended. This is negative for the Malaysia glove industry’s
earnings in the near term. We downgrade the sector as glove ASPs have
peaked in 1Q21. Earnings should be weaker QoQ in 2Q21, due to two
factors: Lower volumes and weaker ASPs.

e NRP1 extended. Bernama, quoting Prime Minister Tan Sri Muhyiddin
Yassin, reported that the NRP1 will be extended. We gather that the reason
for the delay is that Malaysia’s daily COVID-19 cases have not declined
below the 4,000 level, which is the requirement to move to the next phase. Analyst (>

o The news is negative for the Malaysia glove industry’s earnings in the Alan Lim, CFA
near term, due to lower production volumes during NRP1, estimated at 20- +603 9280 8890 f."\, =
30% below full potential. Recall that glove manufacturers are allowed to alan.lim@rhbgroup.com A
operate during NRP1, with the workforce capacity capped at 60%. The
NRP1 is longer than we initially estimated.

e 2Q21 likely to be weaker QoQ for most players. With the exception of
Kossan Rubber, we believe that glove makers’ earnings will decline QoQ —
owing to weaker ASPs and lower volumes.

e Glove ASPs have peaked. We believe that long-term glove consumption
growth remains solid due to higher hygiene awareness globally. However,
we believe ASPs peaked in 1QFY21 due to rising competition from the new
supply of gloves in the market. Note that major producers such as Top
Glove and Supermax have guided for lower ASPs in the next few months.

e Earnings and TP reduced. FY21 earnings are cut by 6-11% for glove
makers under our coverage. We have assumed a lower utilisation rate due
to the longer-than-expected NRP1. Our TPs have also been reduced due
to lower earnings estimates and higher long-term ESG-related costs in our
DCF methodology.

D/G NEUTRAL. We expect near-term lower demand for gloves due to the
significant decline in COVID-19 cases in the US, where the 7-day moving
average for new cases has declined from the peak of 250k cases, to below
15k cases recently. This is the result of the rapid rollout of the country’s
vaccination programme. On the supply side, new capacity coming on
stream from Thailand, China and other new glove makers has resulted in
higher competition. We have downgraded four stocks to Neutral, including
Supermax, Kossan, Riverstone and UG Healthcare. Stay Neutral for Top
Glove, Comfort Gloves and Rubberex.

% Upsidel P/E(x) P/B(x) ROAE (%) Yield (%)
(Downside) Dec-21F Dec-21F Dec-21F Dec-21F
Comfort Gloves Neutral MYR1.95 1.3 3.1 1.2 495 4.1
Kossan Rubber Neutral MYR3.30 2.3 25 2.1 85.2 13.8
Riverstone Neutral SGD1.30 1.7 4.3 2.8 78.8 10.5
Rubberex Corporation Neutral MYRO0.90 25 3.1 12 47.9

Supermax Corp Neutral MYR3.40 0.5 3.1 19 61.4 9.6
Top Glove Corp Neutral MYRA4.38 0.8 4.9 4.0 98.7 12.6
UG Healthcare Neutral SGDO0.61 2.9 4.4 21 61.3 25

Company Name Rating Target

Source: Company data, RHB

See important disclosures at the end of this report R"B’
Market Dateline / PP 19489/05/2019 (035080)
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Comfort Gloves (cG MK) Neutral (aintained)
NRP1 Extension To Affect Sales Volumes Target Price (Return): MYRL95 (1.0%)
Price: MYR1.93
Market Cap: UsD270m
Avg Daily Turnover (MYR/USD) 24.6m/5.98m

e Stay NEUTRAL with lower DCF-derived MYR1.95 TP from MYR2.25, 1% Analyst
upside and 4% yield. Phase 1 of the National Recovery Plan (NRP1) will

be extended. This is negative for Comfort Gloves’ earnings in the near term. Alan Lim, CFA
We lower our FY22 earnings estimates due to lower utilisation rate +603 9280 8890
assumptions. alan.lim@rhbgroup.com

e NRP1 extended. Bernama, quoting Prime Minister Tan Sri Muhyiddin
Yassin, reported that the NRP1 will be extended. We gather that the reason
for the delay is that Malaysia’s daily COVID-19 cases have not declined
below the 4,000 level, which is the requirement to move to the next phase.

e The news is negative for earnings in the near term, due to lower Share Performance (%)
production volumes during NRP1, estimated at 20-30% below full potential. vTD 1m 3m 6m 12m
Recall that glove manufacturers are allowed to operate during NRP1, with
the workforce capacity capped at 60%. The NRP1 is longer than we initially Absolute (35.5) (13.1) (85 (41.2) (34.1)
estimated. Relative (31.3) (11.9) (6.1) (36.2) (38.8)
52-wk Price low/high (MYR) 1.87 -6.76

e Glove ASPs have peaked. We believe that long-term glove consumption
growth remains solid due to higher hygiene awareness globally. However,

Comfort Gloves (CG MK)

we believe that ASPs peaked in 1QFY21 due to rising competition from the Price Close
new Supply of gIOVeS in the market. - -~ Relative to FTSE Bursa Malaysia KLCI Index (RHS)
7.3 237
e FY22 earnings reduced by 7% to MYR373m. We assume lower utilisation o3 ; o

rates due to the longer-than-expected NRP1. FY23-24 earnings estimates
are maintained as we expect the NRP1 to end eventually.

Mo 127
NEUTRAL with lower TP. Our TP is reduced due to lower earnings A R L
estimates and higher long-term ESG-related costs in our DCF methodology.

104

l’” Yen 70

Upside/downside risks to our TP are better/worse-than-expected glove
ASPs after COVID-19 ends, higher/lower-than-expected sales 8§8g7898898a8as38834333
volumes/USD, and higher/lower-than-estimated raw material prices. Z
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Forecasts and Valuation Jan-20 Jan-21 Jan-22F Jan-23F Jan-24F

Total turnover (MYRm) 511 946 1,504 1,361 1,393

Recurring net profit (MYRm) 32 284 373 215 165

Recurring net profit growth (%) 16.3 775.3 313 (42.4) (23.1)

Recurring P/E (x) 34.32 3.96 3.02 5.24 6.81

P/B (x) 36 1.9 1.2 1.0 0.9

P/CF (x) 14.96 431 2.88 3.28 4.72

Dividend Yield (%) na 3.4 4.1 2.6 1.6

EV/EBITDA (x) 17.21 2.63 1.47 1.55 1.19 Note:

Return on average equity (%) 13 63.9 48.7 206 134 sSmall cap stocks are defined as companies with a market
Net debt to equity (%) 16.0 net cash net cash net cash net cash capitalisation of less than USD1bn.

Source: Company data, RHB

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Financial Exhibits

Asia

Malaysia
Consumer Cyclical
Comfort Gloves
CG MK

Neutral

Valuation basis

DCF
Key drivers
i. Expansion in production capacity;
ii. Increase in demand for gloves among
developing nations.
Key risks

Upside/downside risks to our TP are:
i. Better-/worse-than-expected glove ASPs after
COVID-19 ends;
ii. Higher-/lower-than-expected sales volumes
and/or USD;
iii. Higher-/lower-than-estimated  raw
prices.

material

Company Profile

Comfort Gloves is involved in the manufacturing and
trading of natural and synthetic speciality examination
gloves. These gloves are exported to North America,
Oceania, the Middle East, Europe, South America,
Africa and the Asia-Pacific.

Source: Company data, RHB

Financial summary (MYR) Jan-20 Jan-21 Jan-22F Jan-23F Jan-24F
Recurring EPS 0.06 0.49 0.64 0.37 0.28
DPS - 0.07 0.08 0.05 0.03
BVPS 0.54 1.01 1.62 1.97 2.25
Return on average equity (%) 11.3 63.9 48.7 20.6 13.4
Valuation metrics Jan-20 Jan-21 Jan-22F Jan-23F Jan-24F
Recurring P/E (X) 34.32 3.96 3.02 5.24 6.81
P/B (x) 3.6 1.9 1.2 1.0 0.9
FCF Yield (%) 1.6 11.6 31.8 27.5 18.3
Dividend Yield (%) - 3.4 4.1 2.6 1.6
EV/EBITDA (x) 17.21 2.63 1.47 1.55 1.19
EV/EBIT (x) 25.54 2.83 1.55 1.71 1.36
Income statement (MYRm) Jan-20 Jan-21 Jan-22F Jan-23F Jan-24F
Total turnover 511 946 1,504 1,361 1,393
Gross profit 65 407 532 334 264
EBITDA 68 401 521 314 250
Depreciation and amortisation (22) (28) (28) (30) (31)
Operating profit 46 373 493 284 218
Net interest (@) 3) 2) 1) 1)
Pre-tax profit 42 370 491 283 217
Taxation ®) (83) (118) (68) (52)
Reported net profit 33 287 373 215 165
Recurring net profit 32 284 373 215 165
Cash flow (MYRm) Jan-20 Jan-21 Jan-22F Jan-23F Jan-24F
Change in working capital 11.1 (89.0) (129.3) 28.7 (11.2)
Cash flow from operations 74.4 260.8 391.3 3425 238.5
Capex (56.4) (130.4) (33.0) (33.0) (33.0)
Cash flow from investing activities (56.4) (130.1) (33.0) (33.0) (33.0)
Dividends paid 0.0 (37.9) (46.6) (29.1) (17.5)
Cash flow from financing activities 26 (67.6) (56.6) (39.1) (27.5)
Cash at beginning of period 234 34.9 124.6 405.2 674.9
Net change in cash 20.7 63.1 301.7 270.4 178.0
Ending balance cash 44.0 98.0 426.2 675.6 852.9
Balance sheet (MYRm) Jan-20 Jan-21 Jan-22F Jan-23F Jan-24F
Total cash and equivalents 35 125 405 675 852
Tangible fixed assets 271 373 378 381 383
Total assets 483 788 1,175 1,365 1,689
Short-term debt 57 38 28 18 8
Total long-term debt 28 17 17 17 17
Total liabilities 172 199 232 219 377
Total equity 311 589 943 1,146 1,312
Total liabilities & equity 483 788 1,175 1,365 1,689
Key metrics Jan-20 Jan-21 Jan-22F Jan-23F Jan-24F
Revenue growth (%) 7.7 85.3 58.9 (9.5) 2.4
Recurrent EPS growth (%) 175 766.3 31.3 (42.4) (23.1)
Gross margin (%) 12.7 43.0 35.4 245 19.0
Operating EBITDA margin (%) 13.2 42.4 34.6 231 17.9
Net profit margin (%) 6.5 30.4 24.8 15.8 11.9
Dividend payout ratio (%) 0.0 13.2 12,5 13.6 10.6
Capex/sales (%) 11.0 13.8 2.2 2.4 2.4
Interest cover (x) 11.4 134.7 274.0 203.3 218.8

See important disclosures at the end of this report

Market Dateline / PP 19489/05/2019 (035080)
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Figure 1: DCF valuation

FYE Jan (MYR m) FY23F FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F FY32F Terminal
CFO 362 235 153 146 164 179 195 212 225 238
+ Interest (1 - Tax Rate) 1 1 0 1 1 1 1 1 1 1
- capital expenditure (33) (33) (33) (33) (33) (36) (39) (43) (45) (48)
(F;gng;‘S“ flow to firm 330 203 120 114 131 143 156 170 180 191 1,182
Discount factor 0.83 0.68 0.56 0.47 0.39 0.32 0.26 0.22 0.18 0.15 0.15
PV of FCFF 273 138 68 53 51 46 41 37 33 29 176
Risk-free 3.0%
Beta 0.82
Cost of equity 8.7%
WACC 17.3%
Terminal growth 1.0%
Enterprise value (MYR m) 944
Cash 255
- Debt (72)
Equity value (MYR m) 1,129
No of shares (m) 580
TP (MYR) 1.95
Recommendation Chart
X Date Recommendation  Target Price Price
Price Close
2021-06-22  Neutral 2.25 2.16
6 gecunmendalions & Target Price o 5 o s sg e g s ® 2021-03-16 Buy 2.60 2.09
5 s o - sYe © & o 2020-12-01  Buy 6.80 3.86
2020-09-08 Buy 5.70 3.99
4 2020-07-14 Buy 4.80 3.84
3 2020-05-28  Neutral 3.18 3.45
2019-03-27 Buy 1.08 0.86
2 2018-11-28 Buy 1.21 0.99
2018-10-01 Neutral 0.87 0.93
1 2018-06-28  Neutral 0.76 0.80
Buy Neutral Sell Trading Buy Take Profit Not Rated Source: RHB, Bloomberg
Jul-16 Oct-17 Jan-19 Apr-20
Source: RHB, Bloomberg
See important disclosures at the end of this report
4 RHB®
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Kossan Rubber rimk)
NRP1 Extension To Weaken Sales Volumes; D/G

Consumer Cyclical | Rubber Products

Neutral (from Buy)

Target Price (Return): MYR3.30 (2.2%)
Price: MYR3.23
Market Cap: USD1,983m
Avg Daily Turnover (MYR/USD) 33.8m/8.19m

e D/G NEUTRAL from Buy, lower DCF-derived MYR3.30 TP from
MYRS5.45, 2% upside and 7% yield. Phase 1 of the National Recovery Plan
(NRP1) will be extended. This is negative for Kossan Rubber’s earnings in
the near term. We lower our FY21 earnings estimates on lower utilisation
rate assumptions.

e NRP1 deadline extended. Bernama, quoting Prime Minister Tan Sri
Muhyiddin Yassin, reported that NRP1 will be extended. We gather that the
reason for the delay is that Malaysia’s daily COVID-19 cases have not
declined below the 4,000 level, which is the requirement to move to the next
phase.

e The news is negative for earnings in the near term, due to lower
production volumes during NRP1, estimated at 20-30% below full potential.
Recall that glove manufacturers are allowed to operate during NRP1, with
the workforce capacity capped at 60%. The NRP1 is longer than we initially

Analyst

Alan Lim, CFA

+603 9280 8890
alan.lim@rhbgroup.com

Share Performance (%)

YTD im 3m 6m 12m
Absolute (28.2) (23.1) (7.5) (35.0) (20.6)
Relative (24.0) (21.9) (5.1) (30.0) (25.3)

estimated. 52-wk Price low/high (MYR) 3.19-9.59

e Glove ASPs have peaked. We believe that long-term glove consumption
growth remains solid due to higher hygiene awareness globally. However,
we believe that ASPs peaked in 1QFY21 due to rising competition from the
new supply of gloves in the market.

Kossan Rubber (KRI MK)
Price Close
-~~~ Relative to FTSE Bursa Malaysia KLCI Index (RHS)

e FY21 earnings reduced by 6% to MYR3.34bn. We assume lower o
utilisation rates due to the longer-than-expected NRP1. FY22-23 earnings 8
estimates are maintained as we expect the NRP1 to end eventually. ’

e D/G to NEUTRAL, lower TP. Our reduced TP is on lower earnings
estimates and higher long-term ESG-related costs in our DCF methodology.

e Risks. Upside/downside to our TP are better/worse-than-expected glove 358885%88¢838§88§8335338335734%8+
ASP after COVID-19 ends, higher/lower-than-expected sales -
volumes/USD, and higher/lower-than-estimated raw material prices.

Source: Bloomberg

Overall ESG Score: 2.89 (out of 4)

E: Good

To reduce carbon footprint, Kossan has installed solar panels
in Plant 19, which is expected to generate 315.58kWh per
million gloves. It complies with Malaysian Department of
Environment’s requirements and has maintained a Standard
B rating for effluent discharge through its wastewater
treatment plant.

S: Moderate

Recently, a high number of COVID-19 cases has been
reported among Kossan’'s workers. We believe
improvements are needed in this area. The company
maintains a Supplier (B) membership in SEDEX and it is
regularly audited under SEDEX Member Ethical Trade Audit
or SMETA programme.

Forecasts and Valuation Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F Sﬁ;"/lzx(():feiltlsergoard members are independent. and 11% are
Total turnover (MYRm) 2217 3,654 9.541 7364 6421 fomale. Both are still below the Malayspian Code on Corpgrate
Recurting net profit (MYRm) 225 1,087 3,340 1839 1,160 Governance requirement of 50% independent directors and
Recurring net profit growth (%) 124 384.0 207.2 (44.9) (37.0) 30% female. On the positive side, Kossan provides full
Recurring P/E (x) 36.79 7.60 247 4.49 713 disclosures on its directors’ remunerations. The company
PIB (X) 58 35 21 18 16 holds investor b_riefings regu_larly, embodying good
PICF () 4551 644 272 414 601 transparency and disclosure practices.

Dividend Yield (%) 0.9 45 13.8 7.6 4.8

EV/EBITDA (x) 21.95 4.90 1.27 211 3.05

Return on average equity (%) 15.8 45.6 85.2 39.4 22.1

Net debt to equity (%) 22.5 net cash net cash net cash net cash

Source: Company data, RHB

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Financial Exhibits

Asia

Malaysia
Consumer Cyclical
Kossan Rubber
KRI MK

Neutral

Valuation basis

Discounted Cash Flow(DCF) FCFF valuation

Key drivers

Earnings forecasts are most sensitive to changes in:

i. Sales volumes;

ii. USD/MYR;
iii. Nitrile butadiene prices;
iv. Natural rubber prices.

Key risks

Upside/downside to our TP are:

i. Better-/worse-than-expected glove ASPs after

COVID-19 ends;

ii. Higher-/lower-than-expected sales volumes

and/or USD;

ii. Higher-/lower-than-estimated raw  material

prices.

Company Profile

Kossan is one of the world's Big 4 glove makers. It has

a production capacity of 32bn pieces pa.

Source: Company data, RHB

Financial summary (MYR) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Recurring EPS 0.09 0.42 131 0.72 0.45
DPS 0.03 0.15 0.45 0.25 0.16
BVPS 0.56 0.93 1.53 1.83 2.05
Return on average equity (%) 15.8 45.6 85.2 39.4 22.1
Valuation metrics Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Recurring P/E (x) 36.79 7.60 247 4.49 7.13
P/B (x) 5.8 35 2.1 1.8 1.6
FCF Yield (%) (0.3) 9.8 33.7 19.3 10.2
Dividend Yield (%) 0.9 4.5 13.8 7.6 4.8
EV/EBITDA (x) 21.95 4.90 1.27 2.11 3.05
EV/EBIT (x) 29.15 5.27 131 2.24 3.39
Income statement (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total turnover 2,217 3,654 9,541 7,364 6,421
Gross profit 532 1,443 6,130 3,628 2,490
EBITDA 388 1,570 5,005 2,820 1,838
Depreciation and amortisation (96) (110) (143) (158) (182)
Operating profit 292 1,460 4,862 2,662 1,656
Net interest (16) (15) 23 41 48
Pre-tax profit 276 1,445 4,885 2,703 1,704
Taxation (49) (352) (1,466) (811) (511)
Reported net profit 224 1,087 3,340 1,839 1,160
Recurring net profit 225 1,087 3,340 1,839 1,160
Cash flow (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Change in working capital (46) (152) (444) 46 (70)
Cash flow from operations 182 979 3,035 1,995 1,196
Capex (208) 172) (250) (400) (350)
Cash flow from investing activities (220) (28) (214) (346) (290)
Dividends paid 0 0 (1,142) (629) (397)
Cash flow from financing activities 55 (24) (1,133) (742) (471)
Cash at beginning of period 146 162 1,089 2,522 2,865
Net change in cash 16 927 1,688 906 436
Ending balance cash 161 1,088 2,776 3,427 3,299
Balance sheet (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total cash and equivalents 162 1,089 2,522 2,865 3,182
Tangible fixed assets 1,207 1,268 1,635 1,880 2,066
Total investments 104 7 7 7 7
Total assets 2,355 3,575 6,560 6,797 7,160
Short-term debt 325 383 200 193 187
Total long-term debt 163 107 272 264 256
Total liabilities 904 1,160 2,335 1,856 1,631
Total equity 1,451 2,414 4,225 4,941 5,530
Total liabilities & equity 2,355 3,575 6,560 6,797 7,160
Key metrics Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Revenue growth (%) 3.6 64.8 161.1 (22.8) (12.8)
Recurrent EPS growth (%) 12.4 384.0 207.2 (44.9) (37.0)
Gross margin (%) 24.0 39.5 64.2 49.3 38.8
Operating EBITDA margin (%) 175 43.0 52.5 38.3 28.6
Net profit margin (%) 10.1 29.8 35.0 25.0 18.1
Dividend payout ratio (%) 34.2 34.2 34.2 34.2 34.2
Capex/sales (%) 9.4 4.7 2.6 5.4 5.5
Interest cover (x) 18.8 98.0 374.4 211.3 135.6

See important disclosures at the end of this report

Market Dateline / PP 19489/05/2019 (035080)
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Figure 1: DCF valuation

FYE Dec (MYR m) FY22F FY23F FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F Terminal
CFO 1,995 1,196 766 897 921 945 976 1,024 1,076 1,124
+ Interest (1 - tax rate) 10 9 9 9 8 8 8 8 9 9
- capital expenditure (400) (350) (350) (350) (350) (350) (350) (350) (350) (350)
f;g‘;g;‘sh flow to firm 1,604 855 425 556 579 603 634 683 734 783 9,381
Discount factor 0.94 0.85 0.77 0.70 0.63 0.57 0.52 0.47 0.42 0.38 0.38
PV of FCFF 1,502 725 327 386 365 344 327 319 311 301 3,600
Risk-free 3.0%
Beta 0.97
Cost of equity 9.8%
WACC 9.4%
Terminal growth 1.0%
Enterprise value (MYR m) 8,507
Cash 1,249
- Debt (415)
Equity value (MYR m) 9,341
No of shares (m) 2,558
Equity value per share
(MYR) 3.65
ESG discount 10%
TP (MYR) 3.30
Source: RHB

Recommendation Chart

Price Close Date Recommendation Target Price Price
2021-02-17 Buy 5.45 4.01
i(lJ g'?e“"'“e"“a“"““”ge‘“‘“ 5 53 8 5 8 58 5593 2020-12-23 Buy 7.90 5.05
2020-11-10 Buy 9.00 6.58
9 f § E 2020-08-26  Buy 8.50 7.65
8 2020-07-14  Buy 7.75 6.75
! 2020-07-07 Buy 6.50 5.46
6 2020-05-15 Buy 5.05 3.84
5 2020-04-21 Buy 3.25 2.67
4 2020-01-23 Buy 2.85 2.32
2 2020-01-22 Neutral 2.35 2.34
Buy Neutral Sell Trading Buy Take Profit Not Rated 2019-08-23  Buy 235 2.09
Jul-16 Oct-17 Jan-19 Apr-20 Source: RHB, Bloomberg
Source: RHB, Bloomberg
See important disclosures at the end of this report - R"B‘
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Riverstone (RSTON sP)
NRP1 Extension To Weaken Sales Volumes; D/G

Singapore Corporate News Flash

Consumer Cyclical | Rubber Products

Target Price (Return):

Neutral (from Buy)

SGD1.30 (+1%)

Price: SGD1.28
Market Cap: USD1,414m
Avg Daily Turnover (SGD/USD) 4.55m/3.42m

Downgrade to NEUTRAL from Buy with lower DCF-derived SGD1.30
TP from SGD1.85, 1% upside and 8% yield. Phase 1 of Malaysia’s
National Recovery Plan (NRP1) will be extended. This is negative to
Riverstone earnings in the near term. We lower our FY21F earnings due to
a lower utilisation rate assumption.

The NRP1’s deadline is extended. National news agency Bernama —
citing Prime Minister Tan Sri Muhyiddin Yassin — reported that Malaysia’s
NRP1 will be extended. The reason for the delay, we gather, is because the
country’s total number of new COVID-19 cases has not declined below the
4,000 threshold, ie the requirement needed to move to the next phase of
the plan. Recall that Riverstone has a manufacturing plantin Taiping, Perak,
which has to comply with the NRP1.

This news is negative for near-term earnings, given the lower production
volume estimated at 20-30% below the full potential during NRP1. Recall:
Gloves manufacturers are allowed to operate during Phase 1 with the
workforce capacity capped at 60%. The length of the NRP1 is now longer
than our initial estimate.

Gloves ASPs have peaked. We believe that long-term gloves consumption
growth remains solid due to higher hygiene awareness globally. However,
we think ASPs peaked in 1Q21 due to rising competition from new gloves
supply in the market.

FY21F earnings reduced by 8% to MYR1.37bn. We have assumed a
lower utilisation rate due to the longer-than-expected NRP1. FY22F-23F
earnings are maintained, as we expect this Phase 1 to be over eventually.

Downgrade to Neutral with TP reduced to SGD1.30. Our TP has been
cut due to lower earnings estimates and higher long-term ESG-related costs
in our DCF methodology.

Risks. Upside/downside to TP are better-/worse-than-expected gloves
ASPs after COVID-19 ends, higher-/lower-than-expected sales volumes
and/or USD, and higher-/lower-than-estimated raw material prices.

Analyst

Singapore Research
sg.research@rhbgroup.com

Share Performance (%)

YTD im 3m 6m 12m

Absolute 153 (12.3) 0.8 9.4 9.4
Relative 55 (11.5) 15 (0.4) (11.1)
52-wk Price low/high (SGD) 1.08 - 2.35
Riverstone Holdings (RSTON SP)
Price Close ==~ Relative to Straits Times Index (RHS)
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Source: Bloomberg

Forecasts and Valuation Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total turnover (MYRm) 989 1,830 2,886 2,644 1,984
Recurring net profit (MYRm) 130 647 1,366 1,098 601
Recurring net profit growth (%) 0.6 396.3 1111 (19.6) (45.3)
Recurring P/E (x) 45.08 9.08 4.30 5.35 9.79
P/B (x) 7.4 4.3 2.8 2.2 1.9
PICF (x) 35.02 8.36 5.24 4.75 7.06
Dividend Yield (%) 0.9 1.2 10.5 8.4 4.6
EV/EBITDA (x) 27.96 5.86 2.82 3.02 4.74
Return on average equity (%) 17.4 60.3 78.8 455 20.9
Net debt to equity (%) net cash net cash net cash net cash net cash
Source: Company data, RHB

See important disclosures at the end of this report 8 R"B’
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Riverstone

28 June 2021

Singapore Corporate News Flash

Consumer Cyclical | Rubber Products

Financial Exhibits

Asia

Singapore
Consumer Cyclical
Riverstone
RSTON SP
Neutral

Valuation basis

DCF

Key drivers

i. ASPs/sales volumes for cleanroom and
healthcare gloves;
ii. Operating costs.

Key risks

Upside/downside to TP are:
i. Better-/worse-than-expected gloves ASPs after
COVID-19 ends;
ii. Higher-llower-than-expected sales volumes
and/or USD;
iii. Higher-/lower-than-estimated raw  material
prices.

Company Profile

Riverstone is a nitrile gloves producer that specialises
in cleanroom and healthcare gloves production. It is
mainly a nitrile gloves manufacturer with 95%
concentration on such products.

Source: Company data, RHB

Financial summary (MYR) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Recurring EPS 0.09 0.44 0.92 0.74 0.41
DPS 0.04 0.05 0.41 0.33 0.18
BVPS 0.53 0.92 1.42 1.83 2.05
Return on average equity (%) 17.4 60.3 78.8 45.5 20.9
Valuation metrics Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Recurring P/E (x) 45.08 9.08 4.30 5.35 9.79
P/B (x) 7.4 4.3 2.8 22 1.9
FCF Yield (%) 1.6 10.4 17.1 19.1 12.2
Dividend Yield (%) 0.9 1.2 10.5 8.4 4.6
EV/EBITDA (x) 27.96 5.86 2.82 3.02 4.74
EV/EBIT (x) 36.44 6.22 291 3.16 5.19
Income statement (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total turnover 989 1,830 2,886 2,644 1,984
Gross profit 199 898 1,711 1,386 782
EBITDA 206 894 1,725 1,404 802
Depreciation and amortisation (48) (53) (59) (64) (69)
Operating profit 158 842 1,666 1,339 733
Net interest 1) 0) 0) (0) ©0)
Pre-tax profit 157 841 1,666 1,339 732
Taxation (27) (194) (300) (241) (132)
Reported net profit 130 647 1,366 1,098 601
Recurring net profit 130 647 1,366 1,098 601
Cash flow (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Change in working capital (10) (127) (304) 74 162
Cash flow from operations 168 703 1,121 1,236 832
Capex (74) 92) (115) (115) (115)
Cash flow from investing activities 7) (99) (122) (122) (122)
Dividends paid (52) (73) (615) (494) (270)
Cash flow from financing activities (64) (90) (612) (496) (273)
Cash at beginning of period 97 130 649 1,036 1,653
Net change in cash 27 514 387 618 437
Ending balance cash 125 638 1,036 1,653 2,090
Balance sheet (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total cash and equivalents 130 649 1,036 1,653 2,090
Tangible fixed assets 511 587 607 667 722
Total assets 933 1,688 2,396 3,012 3,334
Short-term debt 6 7 6 6 6
Total long-term debt 7 2 7 7 7
Total liabilities 143 330 287 298 290
Total equity 789 1,358 2,109 2,713 3,044
Total liabilities & equity 933 1,688 2,396 3,012 3,334
Key metrics Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Revenue growth (%) 7.4 85.0 57.7 (8.4) (25.0)
Recurrent EPS growth (%) 0.6 396.3 111.1 (19.6) (45.3)
Gross margin (%) 20.1 49.1 59.3 52.4 39.4
Operating EBITDA margin (%) 20.8 48.9 59.8 53.1 40.4
Net profit margin (%) 13.2 35.4 47.3 41.5 30.3
Dividend payout ratio (%) 39.8 11.3 45.0 45.0 45.0
Capex/sales (%) 7.4 5.0 4.0 4.3 5.8
Interest cover (x) 236 2,371 4,694 3,773 2,064

See important disclosures at the end of this report
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Riverstone Singapore Corporate News Flash
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Figure 1: DCF valuation

FYE Dec (MYRm) FY22F FY23F FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F Terminal
CFO 1,236 832 505 515 558 600 642 683 724 765
+ Interest (1 - tax rate) 0 0 0 0 0 0 0 0 0 0
- capital expenditure (115) (115) (115) (115) (115) (115) (115) (115) (115) (115)
Free cash flow to firm (FCFF) 1,122 717 390 400 443 485 527 568 609 650 6,271
Discount factor 0.89 0.78 0.69 0.61 0.54 0.48 0.43 0.38 0.33 0.30 0.30
PV of FCFF 993 562 271 246 241 234 225 214 204 192 1,855
Risk-free 3.0%
Beta 0.44
Cost of Equity 11.5%
WACC 11.5%
Terminal growth 1.0%
Enterprise value (MYRm) 5,236
Cash 649
- Debt (8)
Equity value (MYRm) 5,877
No of shares (m) 1,482
TP (MYR) 3.96
SGD/MYR 3.05
TP (SGD) 1.30
Source: RHB

Recommendation Chart

X Date Recommendation  Target Price Price
Price Close
2021-02-26  Buy 1.85 1.36
2.7 gecummndalions&Tavgelmce o 2 3 2020-11-10 Buy 273 1.63
© = 2020-10-28 Buy 5.45 1.82
2.2 I
o~ Source: RHB, Bloomberg
1.7
1.2
0.7
Buy Neutral Sell Trading Buy Take Profit Not Rated
Jul-16 Oct-17 Jan-19 Apr-20

Source: RHB, Bloomberg

See important disclosures at the end of this report
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Rubberex Corporation (RBRX MK) Neutral (aintained)

Affected By The NRP1 Extension Target Price (Return): MYRO0.90 (2.3%)
Price: MYRO0.88
Market Cap: USD175m
Avg Daily Turnover (MYR/USD) 37.1m/9.00m

e Stay NEUTRAL with lower DCF-derived MYRO0.90 TP from MYR1.05, 2% Analyst
upside. Phase 1 of the National Recovery Plan (NRP1) will be extended.
This is negative for Rubberex’s earnings in the near term. We lower our Alan Lim, CFA

FY21 earnings estimates on lower utilisation rate assumptions. +603 9280 8890
alan.lim@rhbgroup.com

e NRP1 extended. Bernama, quoting Prime Minister Tan Sri Muhyiddin
Yassin, reported that the NRP1 will be extended. We gather that the reason
for the delay is that Malaysia’s daily COVID-19 cases have not declined
below the 4,000 level, which is the requirement to move to the next phase.

e The news is negative for earnings in the near term, due to lower

production volumes during NRP1, estimated at 20-30% below full potential. Share Performance (%)
Recall that glove manufacturers are allowed to operate during NRP1, with YD 1m 3m 6m  12m
the workforce capacity capped at 60%. The NRP1 is longer than we initially
estimated. Absolute (37.5) (26.5) (21.2) (42.4) (7.2)
Relative (33.3) (25.3) (18.8) (37.4) (11.9)
e Gloves ASPs have peaked. We believe that long-term glove consumption 52-wk Price low/high (MYR) 0.88 — 2.95

growth remains solid due to higher hygiene awareness globally. However,
we believe that ASPs peaked in 1QFY21 due to rising competition from the

Rubberex Corporation (RBRX MK)

new supply of gloves in the market. Price Close
-=-~ Relative to FTSE Bursa Malaysia KLCI Index (RHS)

e FY21 earnings reduced to MYR238m. We assume lower utilisation rates a1 a2
due to the longer-than-expected NRP1. FY22-23 earnings estimates are H
maintained as we expect NRP1 to end eventually. * :"' A ”

n Ve

e Stay NEUTRAL with lower TP. Our TP is reduced due to lower earnings 2’1 .:".,,,.‘, ,.'"" ' "\:-«‘ A *

estimates and higher long-term ESG-related costs in our DCF methodology. 16 '." '-"" ‘.,"" \‘.Ml ,E '-"‘".\ X 162
% x| Ny

e Upside/downside to TP are better-/worse-than-expected gloves ASPs 11 ,/‘-‘"" O
after COVID-19 ends, higher-/lower-than-expected sales volumes and/or '
USD, and higher-/lower-than-estimated raw material price. §53883§8588839838534887847

2a""28§8c6022883¢¢e22<<c2¢8A
Source: Bloomberg

Forecasts and Valuation Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F

Total turnover (MYRm) 219 416 649 584 493

Recurring net profit (MYRm) 11 131 238 175 112

Recurring net profit growth (%) 30.7 1,055.3 815 (26.3) (36.0)

Recurring P/E (x) 64.14 5.35 3.06 4.15 6.48

P/B (x) 36 19 12 0.9 0.8

PICF (x) 18.57 5.16 3.83 3.26 4.90

Dividend Yield (%) 0.8 na na na na

EV/EBITDA (x) 26.86 3.26 1.24 0.90 0.65 Note:

Return on average equity (%) 5.4 45.0 419 249 133 small cap stocks are defined as companies with a market

Net debt to equity (%) net cash net cash net cash net cash net cash capitalisation of less than USD1bn.

Source: Company data, RHB

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Rubberex Corporation

28 June 2021

Small Cap

Malaysia Corporate News Flash

Agean Research

Consumer Cyclical | Rubber Products

Financial Exhibits

Asia

Malaysia

Consumer Cyclical
Rubberex Corporation
RBRX MK

Neutral

Valuation basis

DCF

Key drivers

i. Volume of sales;
ii. USD/MYR;
iii. Nitrile butadiene prices.

Key risks

Upside/downside to TP are:

i. Better-/worse-than-expected gloves ASPs after

COVID-19 ends;

ii. Higher-/lower-than-expected sales

and/or USD;

iii. Higher-/lower-than-estimated raw material price.

Company Profile

Rubberex produces nitrile  disposable

household gloves and industrial gloves.

Source: Company data, RHB

Financial summary (MYR) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Recurring EPS 0.01 0.16 0.29 0.21 0.14
DPS 0.01 - - - -
BVPS 0.25 0.47 0.74 0.95 1.09
Return on average equity (%) 5.4 45.0 47.9 24.9 13.3
Valuation metrics Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Recurring P/E (x) 64.14 5.35 3.06 4.15 6.48
P/B (X) 3.6 1.9 1.2 0.9 0.8
FCF Yield (%) (0.5) 11.6 22.7 27.0 16.6
Dividend Yield (%) 0.8 - - - -
EV/EBITDA (x) 26.86 3.26 1.24 0.90 0.65
EV/EBIT (x) 38.90 3.43 1.27 0.93 0.68
Income statement (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total turnover 219 416 649 584 493
Gross profit 32 174 341 254 170
EBITDA 26 169 336 249 163
Depreciation and amortisation 8) 8) (8) ) 9)
Operating profit 18 161 328 240 154
Net interest @) 0) 2) 2) 1)
Pre-tax profit 16 161 326 239 154
Taxation 4) (30) (88) (63) (42)
Reported net profit 11 131 238 175 112
Recurring net profit 11 131 238 175 112
Cash flow (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Cash flow from operations 39.2 136.1 190.2 2235 148.6
Capex (43.0) (55.0) (25.0) (26.5) (27.8)
Cash flow from investing activities 35.1 (17.1) (25.0) (26.5) (27.8)
Dividends paid (5.5) 0.0 0.0 0.0 0.0
Cash flow from financing activities (41.0) (11.6) (7.9) (3.4) (2.4)
Cash at beginning of period 239 56.1 165.3 322.2 515.7
Net change in cash 334 107.4 157.3 193.5 118.4
Ending balance cash 55.8 165.4 322.6 515.7 634.1
Balance sheet (MYRm) Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Total cash and equivalents 56 165 322 516 634
Tangible fixed assets 126 177 193 209 226
Total assets 270 460 727 916 1,023
Short-term debt 11 1 1 1 1
Total long-term debt 1 5 1 1 1
Total liabilities 65 82 111 125 119
Total equity 205 378 616 791 904
Total liabilities & equity 270 460 727 916 1,023
Key metrics Dec-19 Dec-20 Dec-21F Dec-22F Dec-23F
Revenue growth (%) 6.5 90.4 56.0 (10.1) (15.6)
Recurrent EPS growth (%) 30.7 1098.1 75.0 (26.3) (36.0)
Gross margin (%) 144 41.8 525 43.6 34.4
Operating EBITDA margin (%) 11.7 40.7 51.7 42.6 33.2
Net profit margin (%) 52 315 36.7 30.1 22.8
Dividend payout ratio (%) 48.9 0.0 0.0 0.0 0.0
Capex/sales (%) 19.7 13.2 3.8 45 5.6
Interest cover (x) 9.41 608.68 218.40 160.17 308.91

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Rubberex Corporation

28 June 2021

Small Cap
Agean Research

Malaysia Corporate News Flash

Consumer Cyclical | Rubber Products

Figure 1: DCF valuation

FYE Dec (MYRm) FY22F FY23F FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F Terminal
CFO 223 149 105 87 91 99 108 116 125 134
+ Interest (1 - tax rate) 1 0 0 0 0 0 0 0 0 0
- capital expenditure 27) (28) (29) (31) (32) (34) (36) (37) (39) (43)
Free cash flow to firm
(FCFF) 198 121 77 57 59 66 73 79 86 91 523
Discount factor 0.97 0.79 0.64 0.52 0.42 0.35 0.28 0.23 0.19 0.15 0.15
PV of FCFF 191 95 49 30 25 23 20 18 16 14 79
Risk-free 3.0%
Beta 0.99
Cost of equity 10.0%
WACC 18.6%
Terminal growth 1.0%
Enterprise value (MYR m) 561
Cash 194
- Debt 4)
Equity value (MYR m) 752
No of shares (m) 832
Fair value (MYR) 0.90
Source: RHB
Recommendation Chart
i Date Recommendation Target Price Price
Price Close
2021-06-22  Neutral 1.05 0.99
3.0 (Féecorrmendations & Target Price g S s = 8 2021-02-25 Buy 1.60 1.34
25 ° Y LA 2020-11-05 Buy 3.00 2.53
2020-08-28 Buy 2.20 1.89
2.0 2020-04-28  Buy 056 0.43
15 Source: RHB, Bloomberg
1.0
0.5
Buy Neutral Sell Trading Buy Take Profit Not Rated
Jul-16 Oct-17 Jan-19 Apr-20
Source: RHB, Bloomberg
See important disclosures at the end of this report
13 RHB®
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Supermax Corp (Sucs MK)
NRP1 Extension To Affect Sales Volumes:; D/G

Consumer Cyclical | Rubber Products

Neutral (from Buy)

Target Price (Return): MYRS3.40 (0.6%)
Price: MYR3.38
Market Cap: USD2,129m
Avg Daily Turnover (MYR/USD) 113m/27.4m

e Downgrade to NEUTRAL from Buy with new DCF-derived MYR3.40 TP
from MYR6.60, 1% upside and 8% yield. Phase 1 of the National
Recovery Plan (NRP1) is to be extended — we believe this is negative to
Supermax’s earnings in the near term. We cut our FY21F earnings, given a
lower utilisation rate assumption.

e Phase 1 deadline extended. Bernama reported that NRP1 will be
extended, citing Prime Minister Tan Sri Muhyiddin Yassin. The reason for
the delay? We gathered from the report that Malaysia’s total new COVID-
19 cases has not declined below the 4,000 level, which was the requirement
to move to the next phase of the country’s recovery.

e The news is negative for earnings in the near term. This is due to lower
production volumes, which are estimated at 20-30% below its full potential
during NRP1. Recall: Gloves manufacturers are allowed to operate during
the NRP1 period, but with their workforce capacity capped at 60%. The

Analyst

Alan Lim, CFA

+603 9280 8890
alan.lim@rhbgroup.com

Share Performance (%)

YTD im 3m 6m 12m
Absolute (43.8) (24.1) (19.9) (50.4) (4.9
Relative (39.6) (22.9) (17.5) (45.4) (9.6)

length of Phase 1 is now longer than what we initially estimated. 52-wk Price low/high (MYR) 3.38-11.9

Gloves ASPs have peaked. We believe gloves consumption growth for the
long term remains solid. This is due to higher levels of hygiene awareness
globally. However, we also think ASPs peaked in 1Q21, primarily on the rise
in competition from the new supply of gloves in the market.

Supermax Corp (SUCB MK)
Price Close
-~~~ Relative to FTSE Bursa Malaysia KLCI Index (RHS)

e FY21F earnings reduced by 6% to MYR3.21bn. We have assumed a o Hah o
lower utilisation rate, given the longer-than-estimated NRP1. We retain our .r" x‘-' "‘i o e 241
FY22F-23F earnings, as we do believe the NRP1 will eventually be over. i ".-'"" "V"‘-;, 2

Downgrade to NEUTRAL with TP cut to MYR3.40. Our TP has also been
reduced, given the trimmed earnings estimates and elevated long-term
ESG-related costs in our DCF methodology.

21
21
21
21

kkkkkkkk
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Risks. Upside/downside to TP are: i) better-/worse-than-expected gloves
ASP after COVID-19 ends, ii) higher-/lower-than-expected sales volumes
and/or USD, and iii) higher-/lower-than-estimated raw material prices.

Source: Bloomberg

Overall ESG Score: 2.89 (out of 4)

E: Good

Supermax uses alternative fuel sources such as biomass at
several factories. It has spent MYR24m over the years to
build, upgrade and maintain its biomass facilities. Supermax
also treats its wastewater to protect the environment.

S: Good

Supermax has reported several positive COVID-19 cases
among its workers. The cases remain low vis-a-vis peers.
This could be caused by efforts spent to ensure all
accommodations are in compliance with regulations and
standards.

G: Good

63% of its board members are independent. 13% of its
directors are female — still below the Malaysian Code on
Corporate Governance requirement of 30%. Additionally,

Forecasts and Valuation Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F

Total turnover (MYRm) 1,538 2132 6,354 6,004 500s  oupermax provides full disclosure of its directors’
) ) remunerations, including salaries and bonuses. It also holds

Recurring net profit (MYRm) 123 526 3,206 2,442 1569 jnvestor regular briefings, embodying good transparency and

Recurring net profit growth (%) 15.5 326.6 510.1 (23.8) (35.8) disclosure practices.

Recurring P/E (x) 71.88 16.85 2.76 3.63 5.65

P/B (x) 7.9 5.9 2.4 1.6 1.3

P/CF (x) 37.67 11.45 231 3.73 6.28

Dividend Yield (%) 0.4 18 10.9 8.3 53

EV/EBITDA (x) 38.32 11.69 1.35 1.30 1.51

Return on average equity (%) 10.9 35.1 85.9 44.8 23.3

Net debt to equity (%) 19.2 net cash net cash net cash net cash

Source: Company data, RHB

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Supermax Corp
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Financial Exhibits

Asia

Malaysia
Consumer Cyclical
Supermax Corp
SUCB MK

Neutral

Valuation basis
We use DCF-FCFE valuation.

Key drivers

Our earnings forecasts are most sensitive to:
i. Nitrile and latex glove volumes;
ii. USD/MYR;
iii. Raw material prices.

Key risks
Upside/downside to TP are:
i. Better-/worse-than-expected gloves ASP after
COVID-19 ends;
ii. Higher-/lower-than-expected sales volumes
and/or USD;
ii. Higher-/lower-than-estimated raw  material
prices.

Company Profile

Supermax is one of the world's Big 4 glove makers. It
produces both latex and nitrile gloves.

Source: Company data, RHB

Financial summary (MYR) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Recurring EPS 0.05 0.20 1.22 0.93 0.60
DPS 0.01 0.06 0.37 0.28 0.18
BVPS 0.43 0.57 1.44 2.09 2.52
Return on average equity (%) 10.9 35.1 85.9 44.8 23.3
Valuation metrics Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Recurring P/E (x) 71.88 16.85 2.76 3.63 5.65
P/B (x) 7.9 5.9 24 16 13
FCF Yield (%) 14 7.0 41.6 25.1 14.2
Dividend Yield (%) 0.4 1.8 10.9 8.3 5.3
EV/EBITDA (x) 38.32 11.69 1.35 1.30 1.51
EV/EBIT (x) 47.57 13.07 1.38 1.34 1.61
Income statement (MYRm) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Total turnover 1,538 2,132 6,354 6,004 5,098
Gross profit 510 1,102 5,041 3,959 2,449
EBITDA 232 720 4,195 3,177 2,033
Depreciation and amortisation (45) (76) (78) (105) (124)
Operating profit 187 644 4,117 3,072 1,909
Net interest (20) 17) 32 76 101
Pre-tax profit 172 689 4,213 3,208 2,061
Taxation (49) (153) (990) (754) (484)
Reported net profit 123 526 3,206 2,442 1,569
Recurring net profit 123 526 3,206 2,442 1,569
Cash flow (MYRm) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Change in working capital 31 145 567 (111) (191)
Cash flow from operations 235 773 3,835 2,372 1,409
Capex (112) (150) (150) (150) (150)
Cash flow from investing activities (112) (150) (107) (64) (40)
Dividends paid (33) (158) (962) (733) (471)
Cash flow from financing activities (104) (140) (954) (780) (513)
Cash at beginning of period 145 174 667 3,450 4,987
Net change in cash 19 483 2,774 1,527 856
Ending balance cash 174 667 3,450 4,987 5,853
Balance sheet (MYRm) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Total cash and equivalents 174 667 3,450 4,987 5,853
Tangible fixed assets 969 1,018 1,068 1,121 1,177
Total investments 208 208 208 208 208
Total assets 1,843 2,420 5,742 7,351 8,224
Short-term debt 331 294 336 327 164
Total long-term debt 61 129 121 114 107
Total liabilities 708 921 2,009 1,901 1,492
Total equity 1,134 1,499 3,732 5,450 6,732
Total liabilities & equity 1,843 2,420 5,742 7,351 8,224
Key metrics Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Revenue growth (%) 17.9 38.6 198.1 (5.5) (15.1)
Recurrent EPS growth (%) 155 326.6 510.1 (23.8) (35.8)
Gross margin (%) 33.2 51.7 79.3 65.9 48.0
Operating EBITDA margin (%) 15.1 33.8 66.0 529 39.9
Net profit margin (%) 8.0 24.7 50.5 40.7 30.8
Dividend payout ratio (%) 26.6 30.0 30.0 30.0 30.0
Capex/sales (%) 7.3 7.0 2.4 2.5 2.9
Interest cover (x) 9.47 37.61 384.31 310.84 210.86

See important disclosures at the end of this report
Market Dateline / PP 19489/05/2019 (035080)
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Supermax Corp Malaysia Corporate News Flash
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Figure 1: DCF valuation

FYE Jun (MYRm) FY22F FY23F FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F Terminal
CFO 2,372 1,088 555 686 693 690 671 647 653 660
+ Interest (1 - tax rate) (8) () (6) (6) 5) (4) (4) 3) 3) 3)
- capital expenditure (150) (150) (150) (150) (150) (150) (150) (150) (152) (153)
f;g‘;g;‘sh flow to firm 2,214 931 399 531 538 536 517 493 498 503 4,873
Discount factor 0.90 0.79 0.70 0.62 0.55 0.49 0.43 0.38 0.34 0.30 0.30
PV of FCFF 1,982 739 281 331 297 262 224 190 170 152 1,471
Risk-free 3.0%
Beta 1.37
Cost of Equity 12.6%
WACC 11.4%
Terminal growth 1.0%
Enterprise value (MYR m) 6,098
Cash 3,986
- Debt (311)
Equity value (MYR m) 9,773
Number of shares (m) 2589
Equity value per share
(MYR) .77
Operation risk discount 10%
TP (MYR) 3.40
Source: RHB

Recommendation Chart

i Date Recommendation  Target Price Price
Price Close
14 2021-05-06 Buy 6.6 4.9
(Féecorrmendalions & Target Price T © o = N - & o @9 ~ © © 2021-02-10 Buy 8.8 6.2
< ] NN co IS] o S o o oo » =] ©
12 - 2021-02-01 Buy 10.6 6.8
o < =]
10 « g @ 2020-10-28 Buy 13.2 95
2 ; 2020-08-11 Buy 12.0 10.8
8 - 2020-07-21 Buy 10.9 8.9
I
6 2020-07-14 Buy 9.4 8.0
2020-07-08 Buy 6.9 5.4
4 2020-06-02 Buy 53 3.8
2 2020-05-22 Buy 33 29
Buy Neutral Sell Trading Buy Take Profit Not Rated 2020-05-21 Buy 3.0 2.7
Jul-16 Oct-17 Jan-19 Apr-20 2020-05-13  Buy 20 18
2020-02-26  Buy 0.9 0.9

Source: RHB, Bloomberg

Source: RHB, Bloomberg

See important disclosures at the end of this report
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28 June 2021 Consumer Cyclical | Rubber Products
Top Glove Corp (ToPG MK) Neutral (aintained)
Negative Impact From NRP 1 Extension Target Price (Return): MYR4.38 (+1%)
Price: MYRA4.35
Market Cap: USDS8,377m
Avg Daily Turnover (MYR/USD) 123m/29.7m

o Stay NEUTRAL with new DCF-derived MYR4.38 TP from MYR4.90, 1% Analyst
upside and 8% yield. Phase 1 of the National Recovery Plan (NRP1) will

be extended - this is negative to Top Glove Corp’s near-term earnings. We Alan Lim, CFA
lower our FY21F (Aug) earnings on a decrease in utilisation rate +603 9280 8890
assumptions. alan.lim@rhbgroup.com

¢ NRP1 deadline extended. A Bernama report, quoting Prime Minister Tan
Sri Muhyiddin Yassin, said the NRP1 will be extended. We gather that the
reason for the delay was because Malaysia’s total new COVID-19 cases
has not declined below the 4,000 mark — this was the requirement to move
to the next phase of the plan.
Share Performance (%)

e The news is negative for Top Glove’s earnings in the near term. This is YD 1m 3m 6m  12m

due to the lower production volumes: Estimated at 20-30% below the full

potential during NRP1. Recall that gloves manufacturers are allowed to Abso!ute (28.9) (16.4) (147) (33.0) (158)
operate during this period, with the workforce capacity capped at 60%. The Relative (247) (152) (12.3) (28.0) (20.5)
length of the NRP1 has been longer than we initially estimated. 52-wk Price low/high (MYR) 4.35 - 9.60

e Gloves ASPs have peaked. We believe long-term gloves consumption Top Glove Corp (TOPG MK)

growth remains solid, given the higher hygiene awareness globally. Price Close
However, we also think ASPs peaked in 1Q21 on rising competition from === Relative to FTSE Bursa Malaysia KLCI Index (RHS)
the new supply of gloves in the market. u . A 18
10 I,I’,. T o -_\‘ 171
e FY21F earnings reduced to MYR8.37bn. We have assumed lower 0 ‘,u"' :.;"‘\“F-,‘;" v 154
utilisations rate due to a longer-than-expected NRP1. FY22F-23F earnings T N w7
estimates are maintained, as we believe the NRP1 will be over eventually. . ’,'i ! e A e
| v AL
e Stay NEUTRAL with TP adjusted to MYR4.38. Our TP has also been o1 L S A v
reduced due to the lower earnings estimates and elevated ESG-related 5 w5y ey, 8

costs in the long term in our DCF methodology.
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o Risks. Upside to TP: i) Better-than-expected gloves ASPs after COVID-19
ends, ii) higher-than-expected sales volumes and/or USD, and iii) higher- Source: Bloomberg
than-estimated raw material prices. Downside to TP are worse-than-
expected gloves ASPs after the pandemic ends, lower-than-expected sales
volumes and/or USD, and lower-than-estimated raw material prices.

Overall ESG Score: 2.78 (out of 4)

E: Good

Top Glove measures its CO, emissions, and aims to reduce
it by 8% annually. For nature preservation, it has installed on-
site detention and rain harvesting tanks with a combined
capacity of 2,500cu m at its factories. To reduce pollution, six
of its factories are powered by biomass, which is a renewable
source of energy.

S: Moderate

Recently, a high number of COVID-19 cases have been
reported at Top Glove’s hostels. We believe improvements
are needed in this area. The company has spent MYR20m to
purchase 100 units of apartments for its workers in the past
two months — this is on top its current 100 units of double-
storey houses and hostels.

Forecasts and Valuation Aug-19 Aug-20 Aug-21F Aug-22F aug-23F  G: Excellent
50% of its board members are independent, and 42% are

Total turnover (MYRm) 4,801 7,236 20,082 16,222 14,885 " ;

R ) it (YR 1 ; 142 ) female, exceeding the Malaysian Code on Corporate
ecurring net profit (MYRm) 365 605 8,373 5 350 Governance requirement of 30%. Additionally, Top Glove

Recurring net profit growth (%) (15.0) 340.2 421.6 (38.6) (31.9) provides full disclosure on its directors’ remuneration,

Recurring P/E (x) 97.48 22.14 4.24 6.91 10.15 including salaries and bonuses, and on a named basis. Top

PIB (x) 14.0 71 45 3.4 2.9 _Glove has_ar_l in-house investor relgtions team and holds

PICF () 67.54 1121 a1 611 0.08 |nvest'0r briefings regularly, embodying good transparency

and disclosure practices.

Dividend Yield (%) 0.6 1.0 15.3 7.2 4.9

EV/EBITDA (x) 54.43 14.19 2.84 417 5.72

Return on average equity (%) 14.8 42.7 129.5 55.7 30.7

Net debt to equity (%) 84.9 net cash net cash net cash net cash

Source: Company data, RHB

See important disclosures at the end of this report
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Top Glove Corp Malaysia Corporate News Flash

28 June 2021 Consumer Cyclical | Rubber Products

Financial Exhibits

Asia Financial summary (MYR) Aug-19 Aug-20 Aug-21F Aug-22F Aug-23F
Malaysia Recurring EPS 0.04 0.20 1.02 0.63 0.43
Consumer Cyclical DPS 0.03 0.05 0.67 0.31 0.21
Top Glove Corp BVPS 0.31 0.61 0.97 1.29 1.50
TOPG MK Return on average equity (%) 14.8 42.7 129.5 55.7 30.7
Neutral
Valuation metrics Aug-19 Aug-20 Aug-21F Aug-22F Aug-23F
valuation basis Recurring P/E (x) 97.48 22.14 4.24 6.91 10.15
P/B (x) 14.0 7.1 45 3.4 2.9
DCF FCF Yield (%) 0.3) 6.8 21.3 15.0 9.6
Dividend Yield (%) 0.6 1.0 15.3 7.2 4.9
Key drivers EV/EBITDA (x) 54.43 14.19 2.84 417 5.72
Our earnings forecasts are most sensitive to: EV/EBIT (x) 75.85 15.79 2.91 4.35 6.11
i. Sales volumes;
i. USD/MYR; Income statement (MYRm) Aug-19 Aug-20 Aug-21F Aug-22F Aug-23F
iii. Raw material prices. Total turnover 2,801 7,236 20,082 16,022 14,885
. Gross profit 884 2,732 12,807 8,118 5,790
Key risks EBITDA 690 2,329 11,450 7,107 4,896
Upside to TP: Depreciation and amortisation (195) (235) (259) (285) (313)
i. Better-than-expected gloves ASPs after COVID- Operating profit 495 2,004 11,191 6,822 4,583
~ 19ends; Net interest (69) (53) a1 40 87
ii. Sgggr-than-expected sales volumes and/or Pre-tax profit 424 2,040 11,189 6,869 4,677
iii. Hight’ar-than-estimated raw material prices. Taation ) (6) (398) @7 @71 (1.169)
Reported net profit 365 1,605 8,373 5,142 3,502
Downside to TP are: Recurring net profit 365 1,605 8,373 5,142 3,502
i. Worse-than-expected gloves ASPs after the
pandemic ends; Cash flow (MYRm) Aug-19 Aug-20 Aug-21F Aug-22F Aug-23F
ii. Lower-than-expected sales volumes and/or Change in working capital (42) 864 (537) 478 232
USD; Cash flow from operations 526 3,171 8,065 5,819 3,915
iii. Lower-than-estimated raw material prices. Capex (624) (765) (500) (500) (500)
Cash flow from investing activities (494) (393) (194) (191) (191)
Company Profile Cash flow from financing activities 8) (44) (5.637) @.752) (1.923)
Top Glove is the world's largest disposable gloves Cash at beginning of period 165 166 1,210 3,187 5,850
producer Net change in cash 4 2,734 2,234 2,877 1,801
Ending balance cash 163 2,897 5,131 8,008 9,809
Balance sheet (MYRm) Aug-19 Aug-20 Aug-21F Aug-22F Aug-23F
Total cash and equivalents 253 2,885 3,187 5,850 7,481
Tangible fixed assets 2,480 3,035 4,932 5,095 5,400
Total investments 164 164 164 164 164
Total assets 5,688 8,673 11,417 13,773 15,485
Short-term debt 1,041 323 273 223 173
Total long-term debt 1,379 217 63 (111) (106)
Total liabilities 3,134 2,363 2,157 1,931 1,885
Total equity 2,554 6,310 9,260 11,842 13,600
Total liabilities & equity 5,688 8,673 11,417 13,773 15,485
Key metrics Aug-19 Aug-20 Aug-21F Aug-22F Aug-23F
Revenue growth (%) 13.8 50.7 1775 (19.2) 8.2)
Recurrent EPS growth (%) (15.0) 340.2 421.6 (38.6) (31.9)
Gross margin (%) 18.4 37.7 63.8 50.0 38.9
Operating EBITDA margin (%) 14.4 32.2 57.0 43.8 32.9
Net profit margin (%) 7.6 22.2 41.7 31.7 235
Dividend payout ratio (%) 59.6 23.2 65.0 50.0 50.0
Capex/sales (%) 13.0 10.6 2.5 3.1 3.4
Interest cover (x) 6.22 39.47 186.18 123.03 90.25
Source: Company data, RHB
See important disclosures at the end of this report 18 R"B‘
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Top Glove Corp Malaysia Corporate News Flash

28 June 2021 Consumer Cyclical | Rubber Products

Figure 1: DCF valuation

FYE 31 Aug (MYRm) FY22F  FY23F  FY24F  FY25F  FY26F FY27F  FY28F FY29F  FY30F FY31F  Terminal
CFO 5819 3,915 3,749 3,875 4,001 4110 4215 4388 4,608 4,838

+ Interest (1 - tax rate) 42 39 35 32 28 26 23 21 21 21

- capital expenditure (500) (500) (500) (500) (500) (500) (500) (500) (500) (500)

f;g‘;g;‘sh flow to firm 5362 3454 3284 3,406 3529 3,636 3,738 3909 4,129 4,359 48,697
Discount factor 0.90 0.81 0.73 0.65 0.59 0.53 0.48 0.43 0.38 0.35 0.35
PV of FCFF 4,821 2,792 2,387 2,226 2,074 1,921 1,776 1,670 1,586 1,506 16,820
Risk-free 3.0%

Beta 1.16

Cost of Equity 11.1%

WACC 10.1%

Terminal growth 1.0%

Enterprise value (MYRm) 39,581

Cash 4,713
- Debt (483)
Equity value (MYRm) 43,811
No of shares (m) 8004
Equity value per share 5.47
ESG discount 10%
Operation risk discount 10%
Total discount 20%
TP (MYR) 4.38
Source: RHB

Recommendation Chart

X Date Recommendation  Target Price Price
Price Close
10 2021-06-10 Neutral 4.9 4.8
<|§ecummenuamns & Target Price o 4 — o = — 2021-03-10 Buy 6.8 53
9 = < o © © < < S ~ oy o oo © <

2021-01-18 Buy 8.5 6.3

8 © = 0 @0
7 w w0 ~ T =9 2020-09-18 Buy 9.5 8.0
29 2020-07-21 Buy 333 8.3

6 Qo
5 2020-07-14 Buy 289 7.7
4 2020-07-07 Buy 248 6.8
3 2020-06-12 Buy 205 5.6
5 2020-06-05 Buy 18.3 55
1 2020-05-14 Buy 13.3 34
Buy Neutral Sell Trading Buy Take Profit Not Rated 2020-03-20  Buy 7.0 21
Jul-16 Oct-17 Jan-19 Apr-20 2020-01-23  Buy 64 18

Source: RHB, Bloomberg Source: RHB, Bloomberg

See important disclosures at the end of this report
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R"B‘ Small Cap Singapore Corporate News Flash

Agean Regearch
28 June 2021
UG Healthcare (uGHc sp)
Negative Impact From NRP1 Extension; D/G

Healthcare | Medical Equipment & Devices

Neutral (from Buy)

e Downgrade to NEUTRAL from Buy with new DCF-derived SGDO0.61 TP
from SGDO0.75, 2% upside and 3% yield. Malaysia’s Phase 1 of the
National Recovery Plan (NRP1) will be extended. This is negative to UG
Healthcare’s near-term earnings. We lower our FY21F (Jun) earnings due
to a lower utilisation rate assumption.

¢ NRP1 deadline extended. National news agency Bernama, quoting Prime
Minister Tan Sri Muhyiddin Yassin, reported that Malaysia’s NRP1 will be
extended. The reason for the delay: The country’s total new COVID-19
cases have not declined below the 4,000 level, ie the requirement needed
to move to Phase 2. Recall: UG Healthcare owns two manufacturing plants
in Seremban, Negeri Sembilan, which have to comply with the NRP1.

The news is negative for near-term earnings. This is due to lower
production volumes estimated at 20-30% below the full potential during the
NRP1. Recall: Glove manufacturers are allowed to operate during this
period with a workforce capacity capped at 60%. The length of the NRP1
has been longer than our initial estimate.

Gloves ASPs have peaked. We believe that long-term gloves consumption
growth remains solid due to higher hygiene awareness globally. However,
we believe ASPs peaked in 1Q21 due to rising competition from new gloves
supply in the market.

FY21F earnings reduced by 11% to SGD106m. We have assumed a
lower utilisation rate due to the longer-than-expected NRP1. FY22F-23F
earnings are maintained, as we expect the NRP1 to eventually be over.

Downgrade to NEUTRAL with TP reduced to SGDO0.61. Our TP has been
reduced due to the lower earnings estimates and higher long-term ESG-
related costs in our DCF methodology.

Risks. Upside/downside to TP are better-/worse-than-expected gloves
ASPs after COVID-19 ends, higher-/lower-than-expected sales volumes
and/or USD, and higher-/lower-than-estimated raw material prices.

Forecasts and Valuation Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Total turnover (SGDm) 92 144 271 276 195
Recurring net profit (SGDm) 3 13 106 63 29
Recurring net profit growth (%) (42.2) 434.6 690.4 (40.8) (53.6)
Recurring P/E (x) 146.27 27.36 3.46 5.84 12.60
P/B (x) 8.7 7.0 25 1.8 1.6
P/CF (x) na 28.76 3.72 6.18 14.85
Dividend Yield (%) 0.1 0.4 3.2 1.9 0.9
EV/EBITDA (x) 75.09 18.28 221 3.00 5.47
Return on average equity (%) 5.9 28.3 106.6 36.0 135
Net debt to equity (%) 78.3 47.9 net cash net cash net cash

Source: Company data, RHB

Target Price (Return): SGDO0.61 (+2%)
Price: SGDO0.60
Market Cap: uUsD273m
Avg Daily Turnover (SGD/USD) 3.27m/2.45m
Analyst

Singapore Research
sg.research@rhbgroup.com

Share Performance (%)
YTD im 3m 6m 12m

Absolute 1.7 (9.2 44 (40) 684
Relative (8.1) (8.4) 51 (13.8) 47.9
52-wk Price low/high (SGD) 0.36 -1.12
UG Healthcare Corp (UGHC SP)
Price Close ==~ Relative to Straits Times Index (RHS)
12 329
11 .. 301
n
1.0 34 " 273
u m v n
09 ! A': 4 246
0.8 |' ‘. y'.{ll,' : 218
] vty [}
07 1 ‘.’|I \ o 190
06 e 1 A /' L ,'V“ ' 162

Source: Bloomberg

Note:
Small cap stocks are defined as companies with a market
capitalisation of less than USD1bn.

See important disclosures at the end of this report 20
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UG Healthcare

28 June 2021

Small Cap

Singapore Corporate News Flash

Agean Research

Healthcare | Medical Equipment & Devices

Financial Exhibits

Asia
Singapore
Healthcare

UG Healthcare
UGHC SP
Neutral

Valuation basis
DCF valuation

Key drivers

i. Gloves ASPs;
ii. Sales volumes;
iii. Raw material costs.

Key risks

Upside risks to TP:
i. Better-than-expected gloves ASPs after COVID-
19 ends;
ii. Higher-than-expected sales volumes and/or
USD;
iii. Higher-than-estimated raw material prices.

Downside risks to TP:
i. Worse-than-expected gloves ASPs after COVID-
19 ends;
ii. Lower-than-expected sales volumes and/or
USD;
iii. Lower-than-estimated raw material prices.

Company Profile

UG Healthcare is a disposable gloves manufacturer
with its own established global downstream distribution
network, which markets and sells disposable glove
products under its proprietary UniGloves brand.

Source: Company data, RHB

Financial summary (SGD) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Recurring EPS 0.00 0.02 0.17 0.10 0.05
DPS 0.00 0.00 0.02 0.01 0.01
BVPS 0.07 0.08 0.24 0.33 0.37
Return on average equity (%) 5.9 28.3 106.6 36.0 135
Valuation metrics Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Recurring P/E (x) 146.27 27.36 3.46 5.84 12.60
P/B (X) 8.7 7.0 25 1.8 1.6
FCF Yield (%) 4.2) 2.6 25.6 14.0 5.4
Dividend Yield (%) 0.1 0.4 3.2 1.9 0.9
EV/EBITDA (x) 75.09 18.28 221 3.00 5.47
EV/EBIT (x) 108.09 20.64 2.25 3.08 5.77
Income statement (SGDm) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Total turnover 91.7 144.2 271.0 276.2 195.4
Gross profit 18.7 425 150.3 99.8 59.3
EBITDA 53 213 132.9 80.9 40.4
Depreciation and amortisation (1.6) (2.4) (2.1) (2.1) (2.1)
Operating profit 3.7 18.9 130.8 78.8 38.3
Net interest 1.6) (2.0) (2.3 (2.5) (2.5)
Pre-tax profit 2.8 18.1 129.7 77.6 37.1
Taxation 0.5) (3.0) (22.0) (13.2) (6.3)
Reported net profit 25 13.4 105.9 62.7 29.1
Recurring net profit 25 134 105.9 62.7 29.1
Cash flow (SGDm) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Change in working capital (8.4) (6.0) (7.8) (5.0) (6.0)
Cash flow from operations (6.6) 12.8 98.7 59.3 24.7
Capex (8.6) (3.3) (5.0) (8.0 (5.0
Cash flow from investing activities (6.9) (2.8) 3.2) (6.0) (3.0
Dividends paid (0.1) (0.1) 0.0 0.0 0.0
Cash flow from financing activities 10.8 (7.4) 10.0 10.0 10.0
Cash at beginning of period 6.7 4.9 9.3 114.9 176.0
Net change in cash 2.7) 25 105.5 63.3 317
Ending balance cash 4.0 7.3 114.8 179.2 208.7
Balance sheet (SGDm) Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Total cash and equivalents 4.9 9.3 114.9 176.0 207.5
Tangible fixed assets 31.3 315 34.4 40.3 43.2
Total investments 4.6 4.9 6.0 8.0 8.0
Total assets 98.4 113.0 234.6 316.3 359.7
Short-term debt 32.2 30.5 40.5 50.5 60.5
Total long-term debt 6.4 4.8 8.0 8.5 8.5
Total liabilities 55.2 58.7 88.2 113.1 130.5
Total equity 43.2 54.3 146.4 203.2 229.2
Total liabilities & equity 98.4 113.0 234.6 316.3 359.7
Key metrics Jun-19 Jun-20 Jun-21F Jun-22F Jun-23F
Revenue growth (%) 175 57.2 87.9 1.9 (29.2)
Recurrent EPS growth (%) (42.2) 434.6 690.4 (40.8) (53.6)
Gross margin (%) 20.4 29.5 55.5 36.1 30.3
Operating EBITDA margin (%) 5.8 14.8 49.0 29.3 20.7
Net profit margin (%) 2.7 9.3 39.1 22.7 14.9
Dividend payout ratio (%) 21.2 10.9 11.0 11.0 11.0
Capex/sales (%) 9.4 2.3 1.8 29 2.6
Interest cover (x) 2.27 9.51 56.85 31.53 15.32

See important disclosures at the end of this report
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Healthcare | Medical Equipment & Devices

Singapore Corporate News Flash

Figure 1: DCF valuation

FYE Jun (SGDm) FY22F FY23F FY24F FY25F FY26F FY27F FY28F FY29F FY30F FY31F  Terminal
CFO 57 23 19 20 21 21 21 22 22 22
+ Interest (1 - tax rate) 2 2 2 2 2 2 2 2 2 2
- capital expenditure (8) (5) 5) (5) 5) 5) (5) 5) 5) (5)
Free cash flow to firm
(FCFF) 51 21 16 17 18 18 18 19 19 19 358
Discount factor 0.94 0.88 0.82 0.77 0.72 0.67 0.63 0.59 0.55 0.52 0.52
PV of FCFF 48 18 13 13 13 12 12 11 10 10 186
Risk-free 3.0%
Beta 0.42
Cost of equity 6.4%
WACC 6.4%
Terminal growth 1.0%
Enterprise value (SGDm) 346
Cash 44
- Debt (1)
Equity value (SGDm) 379
No of shares (m) 616
Fair value (SGD) 0.61
Source: RHB
Recommendation Chart
X Date Recommendation Target Price Price
Price Close
2021-03-19 Buy 0.75 0.60
12 gecunmendalions & Target Price a “ < a 2 ge 2021-02-05 Buy 0.95 0.79
1.0 s ° s S - e 2020-11-06  Buy 139 0.97
2020-02-20 Buy 0.11 0.08
0.8 2019-08-28 Buy 0.10 0.06
2018-05-11 Buy 0.11 0.07
0.6
Source: RHB, Bloomberg
0.4
0.2
Buy Neutral Sell Trading Buy Take Profit Not Rated
Jul-16 Oct-17 Jan-19 Apr-20
Source: RHB, Bloomberg
See important disclosures at the end of this report
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months

Trading Buy: Share price may exceed 15% over the next 3 months, however longer-
term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report 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. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.

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
the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the laws
and regulations of the jurisdiction in which it is located or other applicable laws and (ji)
acknowledges and agrees to be bound by the limitations contained herein. Any failure
to comply with these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
expressed herein or to provide the recipient with access to any additional information.
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly,
as to the adequacy, accuracy, reliability, fairness or completeness of the information
and opinion contained in this report. Neither RHB (including its officers, directors,
associates, connected parties, and/or employees) nor does any of its agents accept
any liability for any direct, indirect or consequential losses, loss of profits and/or
damages that may arise from the use or reliance of this research report and/or further
communications given in relation to this report. Any such responsibility or liability is
hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to
be reasonable and must not be construed as a representation that the matters referred
to therein will occur. Different assumptions by RHB or any other source may yield
substantially different results and recommendations contained on one type of research
product may differ from recommendations contained in other types of research. The
performance of currencies may affect the value of, or income from, the securities or
any other financial instruments referenced in this report. Holders of depositary receipts
backed by the securities discussed in this report assume currency risk. Past
performance is not a guide to future performance. Income from investments may
fluctuate. The price or value of the investments to which this report relates, either
directly or indirectly, may fall or rise against the interest of investors.

This report may contain comments, estimates, projections, forecasts and expressions
of opinion relating to macroeconomic research published by RHB economists of which
should not be considered as investment ratings/advice and/or a recommendation by
such economists on any securities discussed in this report.

This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient of
this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
recommended in this report may be unsuitable for an investor depending on the investor’s
specific investment objectives and financial position. The material in this report is general
information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of
action and any associated risks are suitable for the recipient. Any recommendations
contained in this report must therefore not be relied upon as investment advice based on
the recipient's personal circumstances. Investors should make their own independent
evaluation of the information contained herein, consider their own investment objective,
financial situation and particular needs and seek their own financial, business, legal, tax
and other advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and
statements that an event or result “may”, “will” or “might” occur or be achieved and
other similar expressions. Such forward-looking statements are based on assumptions
made and information currently available to RHB and are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results,
performance or achievement to be materially different from any future results,
performance or achievement, expressed or implied by such forward-looking
statements. Caution should be taken with respect to such statements and recipients
of this report should not place undue reliance on any such forward-looking statements.
RHB expressly disclaims any obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or circumstances
after the date of this publication or to reflect the occurrence of unanticipated events.

The use of any website to access this report electronically is done at the recipient's own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
hyperlinks to RHB own website material) are provided solely for the recipient's
convenience. The information and the content of the linked site do not in any way form
part of this report. Accessing such website or following such link through the report or
RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third
party content providers give no express or implied warranties, including, but not limited
to, any warranties of merchantability or fithess for a particular purpose or use. Third party
content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
or losses (including lost income or profits and opportunity costs) in connection with any
use of their content.

The research analysts responsible for the production of this report hereby certifies that
the views expressed herein accurately and exclusively reflect his or her personal views
and opinions about any and all of the issuers or securities analysed in this report and
were prepared independently and autonomously. The research analysts that authored
this report are precluded by RHB in all circumstances from trading in the securities or
other financial instruments referenced in the report, or from having an interest in the
company(ies) that they cover.

The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and upon
the express understanding that such parties will use it only for the purposes set forth
above. By electing to view or accepting a copy of this report, the recipients have agreed
that they will not print, copy, videotape, record, hyperlink, download, or otherwise
attempt to reproduce or re-transmit (in any form including hard copy or electronic
distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states
or countries or certain categories of investors. The recipient of this report should have
regard to the laws of the recipient’s place of domicile when contemplating transactions
in the securities or other financial instruments referred to herein. The securities
discussed in this report may not have been registered in such jurisdiction. Without
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings
or qualifications may apply based on geographical location of the person or entity
receiving this report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and
is subject to change. If the Financial Services and Markets Act of the United Kingdom
or the rules of the Financial Conduct Authority apply to a recipient, our obligations
owed to such recipient therein are unaffected. RHBIB has no obligation to update its
opinion or the information in this report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
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has disclosed the Corporate Governance Report of Thai Listed Companies made
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate
Governance Report of Thai Listed Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This
research does not constitute an offering document and it should not be construed as
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly,
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any
Indonesian resident in a manner which constitutes a public offering under Indonesian
laws and regulations must comply with the prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Bank Berhad (Singapore
branch) which is a holder of a full bank licence and an exempt capital markets services
licence and financial adviser regulated by the Monetary Authority of Singapore. RHB
Bank Berhad (Singapore branch) may distribute reports produced by its respective
foreign entities, affiliates or other foreign research houses pursuant to an arrangement
under Regulation 32C of the Financial Advisers Regulations. Where the report is
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor
or an Institutional Investor, RHB Bank Berhad (Singapore branch) accepts legal
responsibility for the contents of the report to such persons only to the extent required
by law. Singapore recipients should contact RHB Bank Berhad (Singapore branch) in
respect of any matter arising from or in connection with the report.

United States

This report was prepared by RHB is meant for distribution solely and directly to “major”
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any access to this report via Bursa Marketplace or any other
Electronic Services Provider is not intended for any party other than “major” US
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB
does not offer brokerage services to U.S. persons. Any order for the purchase or sale
of all securities discussed herein must be placed with and through a registered U.S.
broker-dealer as appointed by RHB from time to time as required by the Exchange Act
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S.
broker-dealer during the issuance of this report. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its
employees, agents and advisors, as applicable. Additionally, where research is
distributed via Electronic Service Provider, the analysts whose names appear in this
report are not registered or qualified as research analysts in the United States and are
not associated persons of any registered U.S. broker-dealer as appointed by RHB
from time to time and therefore may not be subject to any applicable restrictions under
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a
subject company, public appearances and personal trading. Investing in any non-U.S.
securities or related financial instruments discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or
be subject to the regulations of, the U.S. Securities and Exchange Commission.
Information on non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory
requirements comparable to those in the United States. The financial instruments
discussed in this report may not be suitable for all investors. Transactions in foreign
markets may be subject to regulations that differ from or offer less protection than
those in the United States.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (“RHBIB Group”) form a diversified financial group,
undertaking various investment banking activities which include, amongst others,
underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the
RHBIB Group, may, from time to time, have business relationships with, hold any
positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own
account or the account of its customers or perform and/or solicit investment, advisory
or other services from any of the subject company(ies) covered in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of interest
to ensure the independence of this report, investors should also be aware that such
conflict of interest may exist in view of the investment banking activities undertaken by
the RHBIB Group as mentioned above and should exercise their own judgement
before making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(Singapore branch), and the disclaimers above similarly apply.

Malaysia

Save as disclosed in the following link RHB Research conflict disclosures — June 2021

and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB’s staff or associated person serve as a director or board member*
of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHBIB did not receive compensation for investment banking or corporate finance
services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research conflict disclosures — June 2021

and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the securities
or other capital market products of the subject company(ies) covered in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL'’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report.

Indonesia
Save as disclosed in the following link RHB Research conflict disclosures — June 2021
and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to in
(a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking
or corporate finance services from the subject company in the past 12 months.

5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research conflict disclosures — June 2021

and to the best of our knowledge, the Singapore Research department of RHB Bank

Berhad (Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.

2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its
analysts do not have a financial interest (including a shareholding of 1% or more)
in the issuer covered by the Singapore research analysts in this report.

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have
and have not within the last 12 months had any corporate finance advisory
relationship with the issuer covered by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.

5. RHB Bank Berhad’'s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a collective
investment scheme covered by the Singapore research analysts in this report.

6. RHB Bank Berhad’s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation on the issuer covered by the Singapore research analysts.

Analyst Certification
The analyst(s) who prepared this report, and their associates hereby, certify that:
(1) they do not have any financial interest in the securities or other capital
market products of the subject companies mentioned in this report, except
for:
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[ Analyst

[ Company |

(2) no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.

RHB®

KUALA LUMPUR

RHB Investment Bank Bhd

Level 3A, Tower One, RHB Centre
Jalan Tun Razak

Kuala Lumpur 50400

Malaysia

Tel : +603 9280 8888

Fax : +603 9200 2216

BANGKOK

RHB Securities (Thailand) PCL

10th Floor, Sathorn Square Office Tower
98, North Sathorn Road, Silom

Bangrak, Bangkok 10500

Thailand

Tel: +66 2088 9999

Fax :+66 2088 9799

JAKARTA

PT RHB Sekuritas Indonesia

Revenue Tower, 11th Floor, District 8 - SCBD
JI. Jendral Sudirman Kav 52-53

Jakarta 12190

Indonesia

Tel : +6221 509 39 888

Fax : +6221 509 39 777

SINGAPORE

RHB Bank Berhad (Singapore branch)
90 Cecil Street

#04-00 RHB Bank Building

Singapore 069531
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