packaging manufacturing capacity at
a lower cost.

According to group managing
director P. J. Lim, the group has been
strengthening its balance sheet over
the past two years in anticipation of a
downturn, '

“We've reduced our gearing level
from 0.31 time in 2004 to 0.12
currently. We've also been controlling
investments in the last two years in
view of high oil prices and rising raw
materials. It was just a matter of time
that the cycles would come down,”
he says.

Lower material prices would trans-
late into lesser investment for
Scientex's capacity building.

The group is building an additional
production line for its factory in
Vietnam and increase the capacity of
its Malacca facility by next year.

The group today is a stark contrast
to the entity in the late 1990s.

During the Asian financial crisis, it
was top heavy and had to divest all its
non-core operations.

“Our subsidiaries were reduced
from 80 to only 27 currently,” Lim
says.

Scientex's present two core busi-
nesses include packaging, which
involves the manufacturing of stretch
film, woven bags, carton boxes and
strapping bands, and property devel-
opment.

Resin, a derivative of crude oil, is
the main material for packaging
products.

“The plunge in crude oil price is
good as it solved our biggest cost
problem,” Lim says.

He believes the food industry, one
of the sectors which Scientex caters
to, will continue to grow in line with
the rise in population.

The melamine issue in China is
likely to drive food industries based
in China to shift to Southeast Asia, he
says.

Meanwhile, the property develop-
ment segment has been contributing
to the group. For year ended July 31,
property development contributed to
13% of revenue and 35% of pre-tax
profits.

“Our business model in this area
has been very successful. Our Kulai
project, which was launched earlier
this year, has received good
response,” Lim says.

Scientex does not practise a long
holding period for its landbank.

“We develop the land very fast to
generate revenue,” he says.

Its properties in Johor have a stand-
ardised building structure so that
they can be built quickly without
compromising on quality.

"Our delivery time is about eight
months compared to the industry's
18 months," he says.

A double-storey house with 1,000
sq ft is sold for RM110,000 to
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RM120,000 each. The affordable pric-
ing is targeted at young couples or
small families who are looking for a
home, he adds.

The company has noticed some
weakening in demand due to the
present economic uncertainty.

“Buyers will eventually move down

the chain to opt for cheaper homes
especially when access to bank loans
become more difficult. Demand will
weaken in the present environment
but we expect it to recover in the

medium term,” he says.

Scientex, which is celebrating its
40th anniversary this month, has
embarked on a corporate social
responsibility programme with the
setup of Scientex Foundation.

Lim says Scientex Foundation,
funded by contributions from the
company, will focus on healthcare
and environmental issue.

“The foundation is not based on the
past, but is intended for the future,”
he says, adding that it will be an
avenue for employees to contribute to
society.

“We realised that we've become a
group of people so engrossed in chas-
ing numbers and targets that we have
lost our souls. With the foundation,
our numerical achievements will now
be channelled back to society,” Lim
adds.

Scientex Foundation is supporting
organisations involved in the preven-
tion and treatment of cancer, and
other life-threatening diseases.

It plans to be involved in educating
the public on environmental issues
such as climate change, energy crisis,
protection of natural resources
towards a sustainable future.



