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RM1o BIL
AMBITION

Having smashed one corporate milestone
after another, this stretch film maker and
affordable homes developer is eyeing a

daring target. Can it do it? P.8-10

Scientex
Bhd managing
director

Lim Peng Jin




lead

CanScientex
smash its RM10 bil
revenue target?

The company

ention the name

Scientex Bhd, and

most markel par-

licipants will

immediately think
of stretch films. But behind the
brand lies an extraordinary story
of a homegrown venture that has
been incrementally growing since
its founding in 1968.

Moreover, the company
recent performance on Bursa ha
been nothing short of phenome
nal. With Ihc insatiable appetite of
its group managing director Lim
¢ Jin, the company is main-
Laining its steady ;,umlh rajec-
v. For Lim, laking Scientex to
ils current RM4 bil markel capi-
alisation is not something he is
satisfied with. While it is an envi
dl)lc position to be in, Lim wants lo
take the company further.

He has bold. perhaps even
daring, ambitions for Scientex: to
be a RM1o bil company by 2028
and to build 50,000 affordable
homes.

How will Scientex pull off this
feat? Is it even possible? As unbe-
lievable as it may seem. Lim
thinks it is achievable, given that
he has met all his previous goals.

“We believe in setting stretch

“UZI]‘ In 2009, after the financial
. we said we wanted to
(l()ul)l(‘ up in five years. So, we
made a very clear and common
goal for everyone in the com-
pany,” Lim tells FocusM. “We
worked hard towards that and we
did it. It was a very nice accom-
plishment.” What happened next
is even more remarkable.
Ve doubled up three years
Today we are roughly RM4
bil in size and can take on bigger
nd invest 10 limes more.
s a scale-up Kind of expan-
sion,” Lim explains.

Not bad for a company that
started off as a humble manufac-
turer of PVC leather cloth and
sheeting. It is now Asia’s largest
stretch-film maker.

recently posted its
highest earnings in

50years

&

by
Emmlmlel
Samarathisa

More than that, the company
also survived the financial ¢
0f'1997-98 when most other com-
panies were struggling. Scientex
also withstood the test of the
global slowdown in 2008/2009
due to the subprime cris
Unites States.

‘oday, the company has pre:
ence in three countri
Vietnam and the US. By 2013, the
company had \nm\hcrl its RM1 bil
revenue milestone, and followed

. Moreover, the
company also ventured into prop-
erty development,
upuloneufwnu 5.
s nel profit for
4Q ended July 31, 2018, rise to
RMS88.3 mil on the back of reve-
nues of RM733.2 mil, up 22.4% and
13.5% respectively. For its full FY18,
net profitwas up 13.3% lo I{M’ﬂk} 8
mil, while revenue rose 9.3% to
RM2.63 bil.

Ahands-on approach

The company’s

8
hip style of Lim, who
joined Scientex when the com-

P

mil. But having
hands-on management style, Lim
immediately worked on scaling up
the business. He hil the ground
running by joining trade exhibi-
tions and conferences. He also
and netwo
ing sessions with major ln(]u\ln
players. It is believed that 97% of

SCIENTEX

“We found a lot
of people were
wanting or
needing to buy a
house. The
problem was,
they cannot
afford tobuy a
house. Soif you
can make the

price affordable,

therewillbea
lot of buyers.”

-Lim
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Scientex’s businesses loday were
built by Lim.

This tenacity is also reflective

of Lim’s personality where al a
recent  busines
shared aboul I

meeting  he
s passion for out-
s trekking
and mountain climbing. But his
vision for a more dynamic com-
pany seems Lo be paying off. In
fact, some of its investments and
acquisitions, especially the pur-
chase of plastics packaging 1|1m
Klang Hock Plastics Industries
(KHPI) for RM190 il in mmlm\u
begun to pay ofl. ulook at the
results we recently announced, all
these things are due to the seeds
that we had planted earlier,” he
says.

“We invested and built up our
plants. Recently, we .quuiu(I
KHPI, and those results came in
last quarter. So, all the sion
and investment that we have put
in, contributed to the positive
usnlls that we have recently
show

Three other factors helped
dr profitability for Scientex:
higher sales volume in the manu-
facturing segment, higher utilisa-
tion of its plants in Malaysia and
increased total annual mllpul
capacily from 356,000 lonnes in
FY17 10 450,000 tonnes in FY18.

Not satisfied yet
But Lim wants more. The next
goal, he s: is to reach plant
utilisation of up to 70%. “T'his new
company we acquired, KHPI, we
only incorporated three months
ofits results. In 2019, we are going
Lo incorporate a full vear. So, the
higher usage will automatically
come in,” he ‘Then there is
the new plant in Arizona. Because
it is new, there are some cha
lenges especially in gelling the
sales in. Butiti \](ml\ and stead-
ily growing day by day, because it
1 huge plant. So, we not
cxpLLLing, afull run overnight.”
Lim is referring to the \Llllll;.,

plzlulm‘c s
production unit “some two to
three vears™ to become an ef
tive and efficie
indeed a shrewd move Lo set up a
plantin the US.

Kenanga R arch  ana
Marie Vaz notes the bulk ol'
Scientex’s revenue is expected Lo
come from the group’s factory in
the US. “We do not expect addi-
tional capacity in FY19-20 for now,
but growth is premised on gradual
improvements in utilisati
for the manufacturing segment.
and (i) full-year cont
from KHPIin FY19,” she s




Scientex's stretch-film plant in Pulau Indah, Selangor

mends a “hold” for the company.
She also notes some pulcn al
risks. “We believe potential ri
to the group would include: i)
reasing crude oil price which
se costof sales; ii) ring-
engthening  therefore

softening of the property

market in Malaysia,” she says.
Vaz of Kenanga is also not

“overly bullish® on Scientex’s

Scientex Bhd
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property segment due to macro-
economic uncertainties, despite it
being a major contributor to the
group’s earnings.
Bucking the trend

m, however, is unfazed.
Scientex’s property segment con-
tributed RM722.2 mil to the group
revenue for FY18. Its slew of new
launches in FY18 has a gross
developmentvalue (GDV) of RM1.2
bil, bringing the GDV of ongoing
and future developments to
RM13.5 bil.

“We've been doing this for 20
years.” he says. Scientex fi
entered the pmpu Ly sector in
1995. Bul then came the Asian
financial cr If you remember
1998, things were bad and the
entire (property) segment was
stuck. We were struggling.”

The company then doubled
down and studied the market
carefully. “We found a lot of
people were wanting or needing
to buy a house,” Lim adds. “The
problem was, they cannot afford
to buy ahouse. So if you can make
the price a n'(lz\hle. there will be
alot of buyers.”

This spurred Scientex lo
launch 600 double-storey houses
in 2001 and priced them at
RM89,000 in Pasir Gudang, Johor.
“We sold all the units overnight,”
says Lim. “So the question is, can
you sell at RM89,000 and still
make 20-30% profit? This is
where we concentrated our
efforts on.” To date, Scientex has
built 16,301 homes and what sets
the company apart from most
property developers, in Lim's
words, is that the company thinks
like a manufacture

“We standardised the house
design. Because land is expen-
sive, we reduced the land
Butwe still deliver double-storey
houses with a built-up of 1.000 to
1,200 sq [1,” he says. “We also
shortened  the ¢ ruction
period, so these things drive costs
down. That has been the compe-
that we've built over the

7e.

5]

Scientex has built homes from
Johor all the up to Perak.
Most recently, “the company
unveiled its latest township
development in Senai, Johor, the
48.88ha (121-acre) Taman Scientex
Utama with an estimated GDV of
RM1.3 bil.

Continues next page



FocusM| Oct 6-12, 2018

Running a successful business

lacm M. After all, the L()HI[)dﬂ\ runs busi-
in three countries, navigating the
and demands of three separate
locations can be daunting. Here, he sheds light on how the
company is able to succeed and scale up despite operating
in a challenging environment.
Scaling up is not entirely new to
be an a id outdoor person, having
March this year, Lim climbed up the Everest base mmp
together with his network of corporate peers. All this
experiences must have taught him valuable lessons on
determination and being focused on goals.

im, as he is know to

SIrLIch films are made of plastic. How does Scientex
ise sustainability?
'l'h an important aspect of our busir
shouldn’t abuse our use of plas|
venient but the problem here is
Lo manage waslage is by recycling it
AL Scientex, we recycle all our inhouse
inve \lul ina rmdunc that can degas the films.

agree that we
s are con-
nd the only way

tage

vaste. \‘v(‘

‘(‘lhc plastic:
A we are ]L.\l an n;: hmnd mmcnmpushtm recy-
clable pla et, for
instance chip the
polymer, because polymers have different melting points,
by using a mono polymer with similar melting point, we
canrecycle.

For a company heavily involved i search and devel-
opment, how do you retain tale;
We practise an open book culture. It is important Lo share
and be open with people about how the company is doing,
its direction as well as the future with Scientex. So we set
stretch targets. When we achieved them, everyone
rally very molivated.

We also came out with the tagline “challenging new

heights together”. When you look at it, not many people
will tell you they want to hit RM10 bil in 10 years. We
have made our intentions known and we have a plan.
It's not just a dream hecause we want to increase our
capacity Lo one million tonnes of stretch films. Last year
we wer able to mmlutc 2 {).(mo l()nnc.s. To rcnch one

SI0W 5,000 2 Ve 5
nities for themselves, they’ll find LhL company Lo hc
exciting.

Not forgetting, our corporate philosophy,
ment like water”. This is our value system. Scient
all about making money but also the impact that we'd like
to see by conducting ourselves professionally.

‘What are some practi
abreast of the industry
Itis the whole spectr We read reports, meet industry
pla gage in alot of jointLventures. So we are con-
tinually updating ous We cannot stop learning. So
even individual bu mits, as there are different
teams, we make it a point llml they, too, are continually
upgrading their skills.

s you or the company use lo keep

avigale ion and in
>

How d
different countries?
ly, different places present different compliance
challenges. For example, developing property in Johor is
different from Melaka and Perak. We have to learn and
understand the rules and work together with consultants.
More so, when it comes Lo Vietnam and the US. Here, we
have to understand their cultures and their laws and regu-
lations.

will brief us and introduce consultants who would
guide us through the compliance criteria.

For me, this is very good because although there are a

lotof steps, everything was done properly. Besides, these

1| were rec ded by the authorities.

lh-"
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A{aerial shot of Scientex’s affordab!
housing in Pasir Gudang, Johior

Scientex’s
‘aﬂ’ordable’

recipe for
housin

strictly a property company, is claiming to get

affordable housing right. However, according to
its, group managing director Lim Peng Jin, the les-
sons learned tly through “trial and

The company realised that many who wamed
tobuya house, simply could not afford them. This
led Scientex to study the market deeper

imapproached th indset
of amanufacturer. His efforts paid off when they
launched 600 double-storey houses in 2001, priced
atRM89,000 each. The project was an overwhelm-
ing success, having “sold them overnight”.

What is Scientex doing right? Lim believes
there are three aspects that the company gets
rightin the building of homes.

“Firstly, it is speed. From the day we acquire
the land to the handing over of the keys to the cus-
tomer, speedis the essence”Limexplains. For
example, Scientex acquired a large piece of landin
Pulai, Johor, in January, 2016. In July this year, the
customers had received their keys. All inamere
two and a half years. The price of a Scientex home
varies but most are between RM100,000 and
RM200,000.

“Of course, this depends on the location. For
example, in Durian Tunggal, Melaka, we sold those
houses for RM180,000-200,000. And these are
double-storey houses!

Another factor, Limadds, is targeting

| Tmay seem odd that Scientex, whichiis not

. He citesa P inlpoh
where “we've sold double-storey houses to more
i th Bumij ain,

Ag
this is where location as well as land costs are

The second and third aspects are cost and
quality."When | say quality, | mean we give the
buyers whatever they want that meets their needs
and try to save costs onwhat they do not need; he
says."Because over the years we've built 17,000
houses. Inalot of cases, the first thing the buyers
dois toknock down certain sections to renovate
the unit. This happened to many of our homes!

Lim's line of thinking, which inspired the com-
pany to create liveable homes, is that his buyers
are the very people who would pay the same
amount on monthly instalments for rent. The dif-
ference now is instead of payingrent, they are
servicing their loans."And they get ahouse, anda
house will appreciate over the years! he says.

Thinking like a manufacturer in building houses

From previous page
Weadlenngextemalmes
Given Scient exposure Lo the
international market, two devel-
opments might give the company
a run for its money. Firstly, the
tense US-China trade war may
vield some good news. “We are
seeing more enquiries for our
products,” Lim. “We have
people who might find it difficult
to import from China and they
are looking for supplies in
Southeast Asia. Also, we have our
US factory, and some pu»plv are
finding it a challenge to importto
the US. So this is an obvious
advantage we have here.”
Scientex also benefits from a
lower corporate lax in the US,
which at 21% is even lower than

“That’s the reason we recently
expanded further in the US. We
have two lines and we just added
another line over there.”

But the steep labour costs in
the US were posing challenges for
the company, says Lim. To over-
come the problem, he looked to
automation. “So with this new
line, we rely on robotics and it is
fully automated. This helps us
minimise the number of people
we need while targeting
output per worker as compared
to the factories here,” he adds.
Lim lm\ set oul a timeline
see whether the
periment will
upliftoverall efficiency.

Secondly, on the local front,
the minimum wage hike can pose
another concern. The new mini-
mum wage rate of RM1,050 and
this will be implemented nation-
wide, effective Jan 1, 2019.

While this may increase
operational costs, Lim once again
looked to automation. “For exam-
ple, in the past, if I am doing 10
tonnes per worker, I can now t
‘gel 15 Lonnes per worker
says Lim.

Then, there is Industry 4.0.
“The good thing today is that
technology has improved and the
cost is more reasonable. For
ample, 10 years ago, when |
anted to use loholl . the co
was high,” he adds. “So, becau
of these technological improve-

ments, pricing has become more

reasonable.

A practical touch

What's next for Scientex? Lim
says il anything, the last 12
months have shown that suc
itions drive up profit-
i e better
e prices,”
. “Also urkun property
launches that we did, we had
good response. These, I believe,
will enhance share prices.”

But ultimately what provides
the company with an advantage,
Lim s corporate philo
phy of “management like water”.
This aboul adapting to the
times and seasons while being
willing to embrace change.

He also points to the “good
system and clear structure”
within Scientex that allows him to
gu aboul managing the company.

“A professional team has |)C(.l]
built to manage the ﬂmup b
ness and operatiol he
“They also delegate author
people with clear business direc:
tions to achieve pre-determined
targets set by the management.”

It seems that Lim has this
down pat but only time will tell
whether Scientex will be able to
smash its RM10 bil mark as well
as its 50,000 affordable homes
turm For now, the company can

assured thatitisin the steady
hdnds of the man who took the
company to become the RM4 bil
behemoth itis today. =




