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Scientex’s
insatiable

STORIES BY KANG SIEW LI a new acquisition this year, Lim says he AW Million RN Milion
AND JUSTIN LIM hopes so. “But I hope to be able to travel 4000 r 800
first. Either a local or regional acquisition N =
nsatiable — that sumsup Scientex Bhd's  is possible.” FI Nancia I
appetite for acquisitions. Over the last He adds that he has been frustrated by
eight years, the flexible plastic packag-  the travel restrictions imposed to contain 3500 performa nce fOI'
ing manufacturer has goneonabuying  the spread of Covid-19.1t is easy to under- ]
spree,acquiring six companies inc‘,lrud- stand why. Prior to the pandemic, he would |EISt 18 yEEII‘S [0
ing Daibochi Bhd. And in places where  take 30 to 50 overseas trips a year, or more
it hasn't made any acquisitions,notably ~ than two trips per month. gzl
Vietnam, Myanmar and the US, it has es- “Since I joined the company in 1991,
tablished its own operations. I have been travelling across the world,
Its managing directorand CEO Lim Peng ~ meeting people, doing business and learn- | 400
Jin has made it clear that the company has  ing along the way. But in the last two years,
not come to the end of its acquisition trail ~ we could only conduct meetings via Zoom,” 25904
yet,despite the Covid-19 pandemicslowing  says Lim.
down its pace of mergers and acquisitions The group is expected to finance any
(M&A) over the past two years. proposed deal with a combipation of inter- Ci i = Bt miccrin S0 NS
“We couldn’t travel due to the pandem-  nal funds and bank borrowings, he says.It 20004 300
ic, which makes it extremely difficult [to  helps that the group's gearing ratio is still
negotiate an acquisition].So,we were more  at a manageable level.
focused on organic growth in the last two Scientex had RM243.31 million in cash
years. Moving forward, we will continue  and total borrowings of RM1.12 billion at
to explore opportunities in industrial and  end-July 2021, putting its net gearing at 0.3
consumer packaging,” he tells The Edge in ~ times, Its net operating cash flow stood at 200
an interview. RM699.6 million in FY2021.
Despite the challenging operating con- Lim notes that the group’s strategy of
ditions brought on by the pandemic, the  doubling its net profit and revenue as well 1,000
group reported a net profit growth of 17.2%  as its production capacity every five years
year on year to RM457.23 million for its fi-  hasn’t changed since his last interview
nancial year ended July 31,2021 (FY2021).  with The Edge in October 2018, as it moves 100
Revenue reached RM3.66 billion, up 3.9%  ahead with its Vision 2028 strategy. The 500
from FY2020. ultimate goal of that vision is to hit RM10
Scientex has its eye on the local and  billion in revenue by 2028 through organic 260
Southeast Asian markets to capitalise on  and M&A-led expansion.
a growing Asia-Pacific plastic packaging The 54-year-old, who has been at the 4 | " .-
market that is expected to be worth Us$128  helm of the group since 2001,is responsible 74" T 1 . ==SNIESE—————
bllhon bY e“d_2024 fl—on.l I.]S$q?' bll]lDl’l in for this S[rate“‘,’ Heisa ('hemlcal erlglneel’ e 2003 2004 2006 2008 2007 2008 2000 2010 2011 2012 2013 2014 2015 2016 2017 2078 2019 2020 2021 23
iﬂ;i,l ﬁizir‘dmg to data provided by Frost :§n€;01f§;§}011 and has been with Scientex 1 BYEARS )@ G2 B YEARS D O G a™ EYEARS-~) @ €™ 5 YEARS--D O

On whether the group will announce His elder brother, Lim Peng Cheong,who SCIENTEX ANNUAL REPORT 2021
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Scientex's M&A activities since 2013

Mega Printing & Packaging Sdn Bhd (via Daihochi]

42.41% stake in Daibochi Bhd
Klang Hock Plastic Industries Sdn Bhd
Mondl Ipoh Sdn Bhd

_ Seacera Polyfilms Sdn Bhd

Great Wall Plastics Industries Bhd and GW Packaging Sdn Bhd

is executive chairman of Malacca Securi-
ties Sdn Bhd, is also a director and major
shareholder of Scientex. The founding Lim
family collectively owned 55.8% of the group
as at Oct 13,2021,

Over the past decade, Scientex’s reve-
nue has more than quadrupled while its
net profit has grown nearly six times over.
Currently, the group's goal is to more than
double its FY2019 net profit and revenue of
RM333.7 million and RM3.25 billion respec-
tively by FY2023.

According to Bloomberg's consensus
estimates, the group is expected to post a
net profit of RM501.33 million in FY2022
and RM579.8 million in FY2023. This works
out to a forward price-earnings ratio (PER)
of 14.18 times and 12.116 times for FY2022
and FY2023 respectively.

Scientex’s share price has skyrocketed
1,346% over the past decade and surged 133%
since Covid-19 forced the world into lock-
downs in March 2020. The stock closed at
RMa4.55 last Thursday, giving
the company a market cap-
italisation of RM7.06 billion.

Suppose an inves-
tor bought 1,000 Scientex
shares on Jan 14,2011, at 33
sen apiece and sold them
at RM4.55 last Thursday, he
or she could have realised a
nice profit of RM4,220.That
excludes regular dividend
payouts of at least 30% of the
company’s annual net prof-
it,as well as bonus shares.

The nine sen dividend per
share for FY2021 works out
to a yield of 1.98% based on
last Thursday's closing price.

bringing

Growth momentum

to continue

Scientex expects its growth
momentum to continue this
fiscal year even though ship-
ping challenges and rising
raw material costs are poised
to drive the average selling
price (ASP) of its plastic packaging prod-
ucts higher.

“Currently,Scientex’s ASP of transparent
stretch film ranges from RM7 to RMS8 per kg
while that of printed and metalised film is
about RM14 to RM15 per kg and bags, RM20
to RM30 per pack. We see the ASP grow-
ing further this year because of rising raw
material prices. We also expect the ASP to
increase as we produce more value-added
products,” says Lim.

While the group is used to the price fluc-
tuations of raw materials such as resins, pol-
ymers and solvents, it is difficult to predict
freight costs,which have gone through the
roof in recent years, “because we don't know
how long this will last”, he says.

“1 have never seen this before. It is not
only the cost but also the difficulty in get-
ting [our shipment] to the desired location.

—Lim

Acquisition of remaining 38.2% stake in Daibochi

We started
toramp up
production last
month and are

workers,
also sent some
expatriates there
to help. We are
expecting the
plant's capacity
to climb to about
60% to 70%in
one year."

2832

This is a global problem,” he adds.

“But it has impacted our [packaging seg-
ment's] results in the last two fiscal quar-
ters |as the company cannot easily pass on
the costs]. That is because the increase is
not 20% or 30%; freight rates have surged
about five times.”

Ocean freight rates are expected to re-
main elevated for the foreseeable future due
to pandemic-induced imbalances in supply
and demand, tight container capacity and
port congestion.

Like its counterparts in the manufactur-
ing and plantation sectors, labour shortage
is a challenge for Scientex. On its part, it
has invested in automation across its man-
ufacturing plants to reduce its reliance on
human labour.

“While we believe that is the way to go,
it is a long-term [solution]. We are trying
hard to expand our local workforce, but we
still need to recruit foreign workers because
we are expanding very fast,” says Lim.

He says its labour
shortage is currently
“manageable”, Foreign
workers now account
for less than 25% of its
3,700 employees, down
from as high as 40% pre-
viously.

However, the group
wants to hire 200 to
300 more workers in
line with its expansion
plan. 1t also relies on its
plants in Vietnam and
Myanmar for labour-in-
tensive jobs.

Lim notes that the
pandemic has made the
labour shortage even
worse at its stretch film
facility in Arizona, the
US, as its expatriate em-
ployees had to return to
their home countries
and were unable to trav-
el to the US since 2020.
“We had to rely on Zoom
meetings to communicate. So, it was not
efficient. Today, the plant is only running
at about 30% capacity.”

The Arizona plant began operations in
January 2018 and served as a springboard
for Scientex to tap a readily available mar-
ket in the US.

“With the spot rate for a 40ft container
from Malaysia to the US increasing to about
US$20,000, from US$3,000 to US$4,000 pre-
viously, we are quite excited about our US
factory,” says Lim.

“We started to ramp up production last
menth and are bringing in new workers, We
also sent some expatriates there to help.we
are expecting the plant’s capacity to climb
to about 60% to 70% in one year.”

Lim says the group will spend RM1
billion on capital expenditure {capex) in

CONTINUES ON PAGE 51
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Privatisation of
7/1.9%-owned Daibochi
still a possibility, says Lim

hen Scientex Bhd launched

a takeover bid in Septem-

ber last year for the 38.2%

stake it did not own in

Daibochi Bhd, the inten-
tion was to take the latter private and
merge it with the larger Scientex. But
the attempt was blocked by two funds
holding about 15% of Daibochi — Apollo
Asia Fund Ltd and Samarang Ucits-Sa-
marang Asian Prosperity — which held
out for a higher offer.

In an interview with The Edge, Scientex
managing director and CEO Lim Peng Jin
says there is still a possibility of privatising
Daibochi, since renamed Scientex Pack-
aging (Ayer Keroh) Bhd,and that nothing
has been cast in stone,

“After the cooling period of six months,
things might change. Do we continue to
maintain two listed companies [on Bursa
Malaysia] foranother 10 years? Or is there
an opportunity to merge the two compa-
nies together? We are open [to all possi-
bilities]. We haven't made any concrete
plans, except to maintain their business
operations for now,” he adds.

According to him, the reason for the
delisting of the Main Market-listed Dai-
bochi was to achieve greater flexibility
and autonomy to rationalise its business
activities aswell as streamline operations
of both Daibochi and Scientex for greater
operational efficiencies to grow the flexi-
ble packaging business.

“The two companies are doing quite
similar businesses, so if we could com-
bine them,it would create better value for
shareholders.We can also better utilise the
resources,Sowe went ahead to propose the
privatisation of Daibochi.

“If [the proposed privatisation of Dai-
bochi was successful and] the two com-
panieswere to merge,itwould have given
us more flexibility and helped save some
costs. For now, we just need to maintain
two listed entities and another department
tomake sure all the listing requirements
are met,” Lim says.

“Of course, we respect the minority
shareholders’ opinion if they want to keep
their shares. They will continue their listing

status. Business will continue as normal
Jand there is] no change [to our expansion
plans for the group|,” he adds.

“We have firm plans to grow our exist-
ing businesses. We will continue to grow
our 17 existing factories. But if two to three
years down the road, I have other joint
ventures,or if there is opportunity some-
where or some new business to bring in,
we can expand that. We are always open
to business opportunities,” he notes.

In 2018, Scientex acquired a 42.41%
stake in smaller rival Daibochi from 14
shareholders in a deal worth RM222.5 mil-
lion. The deal invelved a share swap, on
the basis of 5.5 Daibochi shares for one
Scientex share.

Subsequently,Scientex in 2019 launched
a mandatory general offer (MGO) for the
remaining shares in Daibochi at RM1.60
pershare,increasing its stake in the latter
to 61.89%. The MGO also included a cash
offer to acquire all outstanding Daibochi
warrants at one sen per warrant. A total of
1.16 million warrants, representing 4.24%
of Daibochi’s total outstanding warrants,
accepted the cash offer.

Last September, Scientex proposed to
privatise Daibochi by acquiring the group’s
remaining 38.2% ordinary shares and 95.8%
warrants for RM2.70 per share and 32 sen
perwarrant,which amounted to RM345.3
million.

Nevertheless, the takeover offer was
unsuccessful as Scientex only managed
to increase its stake to 71.9% even af-
ter extending the offer period by two
weeks until Nov 8, 2021, well below the
90% stake required for the privatisation
of Daibochi.

Scientex Packaging (Ayer Keroh)'s share
price has retreated from the RM2.70 level
since the offer ended. The stock closed at
RM2.38 last Thursday, giving the compa-
ny a market capitalisation of RM780.46
million. Its share price trend will serve
as a yardstick if Scientex makes another
privatisation attempt.

Scientex’s share price slipped 1.1%
since Nov 8, 2021, to close at RM4.55
last Thursday, valuing the group at
RM7.06 billion. €]
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fter more than a 133% gain in its

share price, from the trough of

the coronavirus-driven slump

in March 2020 when the first

nationwide Movement Control
Order (MCO) was imposed, Scientex Bhd's
valuation has surged to its highest in
history.

The flexible plastic packaging man-
ufacturer and property developer is cur-
rently trading at a forward price-earnings
ratio (PER) of 14.22 times — slightly above
the average of its peers at 12.88 times, ac-
cording to data compiled by Bloomberg.

5till, it is not the most expensive stock
in the plastics and packaging industry.
Scientex’s 71.9%-owned subsidiary Scien-
tex Packaging (Ayer Keroh) Bhd, former-
ly known as Daibochi Bhd, is currently
trading at a forward PER of 18.31 times.

In contrast, SLP Resources Bhd has a
forward PER of 15.42 times while that of
SCGM Bhd stands at 10.47 times. Thong
Guan Industries Bhd's stock is trading at
a forward PER of 10.28 times and BP Plas-
tics Holdings Bhd, at 8.56 times. Tomypak
Holdings Bhd is currently loss-making.

Even as Scientex's valuation becomes
more expensive relative to its peers, an-
alysts still see opportunities. Bloomberg
data shows that of the eight analysts cov-
ering the stock, half of them have a “buy”
call while the rest recommend “hold”.

The analysts' average target price is
RM4.99, implying an upside of 8.8% over
last Thursday's closing price of RM4.55.
One analyst even set the target price as
high as RM5.40.

AmInvestment Bank said in a Dec 9,
2021, report that it is of the view that
the valuation of the home-grown glob-
al plastic packaging player looks highly
compelling at about 13 to 14 times fully
diluted FY2023 earnings, given its strong
foothold in a consumer-fuelled sector.

“We peg Scientex's manufacturing seg-
ment to an FY2023 PER of 18 times, at a
premium compared with its peer stretch
film makers' average forward PER of 12.5
times. This reflects the division's higher
earnings growth of about 12% annually in
FY2022 to FY2024 [versus a weighted av-
erage of about 10% annually for its global
peers],” it added.

AmlInvestment Bank likes Scientex
for: (1) the strong prospects of the pack-
aging industry due to consumer spend-
ing,a shift to on-the-go food and bever-
ages due to a hectic lifestyle and higher
food safety standards; and (2) a robust
property development business despite
the soft market in general, thanks to its
right focus on mostly affordable landed
residential units in secondary suburbs.

Sector-wise, Kenanga Research is re-

Is Scientex
compelling
at current
pricelevel?

Scientex Bhd
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maining “neutral” on the plastics and
packaging industry as it believes the up-
side potential from a better product mix
is negated by the downside risk of global
freight issues and labour shortages.

“after the resumption of normal oper-
ations without MCO restrictions, plastic
players indicated that their utilisation
rate ran at an average of 65% to 75% to
fulfil backlog orders. Moreover, plastic
players such as Thong Guan, BP Plastics
and SLP Resources guided stronger de-
mand from their Japanese customers
due to power cut disruptions in China
that diverted orders to Malaysia, while
some of the plastic players have orders
up to the first quarter of 2022,” it said in
its Dec 30, 2021, report.

What does the future hold

for Scientex?

In terms of future earnings, analysts
expect Scientex’s growth momentum
to continue in the financial year ending
July 31, 2022 (FY2022) and beyond, with

Peer comparison: Plastic packaging industry

Scientex Packaging
(Ayer Keroh) Bhd
Ve {000}
RM78046
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an estimated earnings per share (EPS) of
32.3 sen for FY2022 and 37.8 sen for FY2023,
against 29.5 sen recorded in FY2021.

The group reported a net profit growth
of 17.2% year on year to RM457.23 million
for FY2021. Revenue reached RM3.66 bil-
lion, up 2.9% from FY2020.

In 1QFY2022,Scientex reported an 11.2%
y-0-y rise in net profit to RM102.87 mil-
lion on the back of a 15.7% y-0-y increase
in revenue to RM928.17 million. Its re
sults were broadly in line with market
expectations.

Compared with the preceding quar-
ter ended .Iuly 31, 2021 (4QFY2021), the
group's net profit dropped 27.9% from
RM142.65 million while revenue fell 4.3%
from RM970.36 million, due to lower reve-
nue generated in 1Q0FY2022 as fewer prop-

erty development phases were completed.

UOB Kay Hian Research notes that the
first quarter is historically the group’s
weakest and expects a stronger 2QFY2022
ahead, buoyed by the swift economic re-
opening globally.

Despite recording a commendable com-
pound annual growth rate (CAGR) of 11%
in net profit from FY2017 to FY2021, the
research house deems Scientex’s growth
momentum as sustainable in FY2022 and
beyond. “This will be driven by the con-
tinuous enhancement of its manufac-
turing segment and robust expansion of
its property segment,” it said in its Dec
9,2021, note.

UOB Kay Hian Research also points to
Scientex’s healthy balance sheet, backed
by strong operational cash flow (its net
operating cash flow recorded a five-year
CAGR of 13%) despite its aggressive busi-
ness acquisitions and capacity expan-
sion. Moreover, it continues to reward
shareholders with generous dividends
and bonus shares.

Scientex has had a dividend payout
policy of 30% since FY2011. It paid out a
total of nine sen per share, or RM139.6
million, in FY2021.

Kenanga Research analyst Tan Jia Hui
expects the rising global demand for plas-
tic to sustain Scientex's earnings growth.
She has a “market perform” call on the
stock, with a target price of RM4.42.

“The sustainability of its performance
largely depends on the management's di-
rections as well as demand and supply of
its products. We think it will be sustain-
able as global demand for plastic is in-
creasing each year and single-use plastic
is advocated due to the pandemic,” Tan
says in an email response to questions
from The Edge. \

She notes that current resin prices
remain high, but have been steady. “Sci-
entex has been using the Just-In-Time
method for raw material procurement.
Margin erosion could be due to supply
chain distuption and other factors instead
of resin prices, Our internal assumption
is that the market will remain challeng-
ing for the sector.”

In a Dec §, 2021, note, KAF Research
projected that Scientex's earnings would
grow by a three-year forward earnings
CAGR of 12% between FY2022 and FY2024,
mainly driven by growing demand for
flexible plastic packaging products as
well as sustainable demand for affordable
housing. The research firm anticipates
that Scientex will deliver a dividend per
share of 10 sen and 11 sen for FY2022 and
FY2023 respectively, implying a dividend
yield of 2.2% to 2.4% at the current share
price level,

Seientex’s share price has jumped 16%
in the past year, and recovered from a
five-year low of RM1.95 in March 2020
to close at RM4.55 last Thursday. This
translates into a market capitalisation
of RM7.06 billion. a
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Balancing financial gain and social responsibility

ith investors placing more

emphasis on environmen-

tal, social and governance

{ESG) issues in their invest-

ment decisions, companies
are actively integrating these consider-
ations into their investment and disclo-
SUTE processes.

Beingin a sector that inevitably comes
under scrutiny for environmental impact,
Scientex Bhd embarked on a sustaina-
ble investment journey with its clients
a few years ago, according to managing
director and CEO Lim Peng Jin.

“At Scientex, our vision is “To Grow
the Scientex Community for a Better
Tomorrow’ and “To Double Up Every Five
Years'. This vision anchors ‘what is good
for business' to ‘'what is good for people
and planet’, and expresses the priority
that we place on continuous business
expansion that considers the sustain-
able development of our communities
and the preservation of our natural en-
vironment,” he tells The Edge.

“Guided by our corporate philosophy,
we believe that what we do every day

must bring long-term benefit,and there-
fore we have embedded sustainability as
a core aspect of our business processes
and thinking.”

Lim observes that international bod-
ies such as the United Nations (UN) and
the European Union are increasingly de-
manding that businesses meet the ESG
values of sustainability and diversity.

As Scientex has responded to these
forces, its suppliers will have to do the
same.

“We have aligned each of our sustain-
ability topics to specific UN sustainable
development goals. This gives greater
direction and meaning to our ongoing
sustainability initiatives, while guiding
the continuing process by which we are
expanding our commitments year by
year,” Lim says.

The group’s sustainability initiatives
are supported by three pillars: Creating
Shared Sustainable Value; For the Bet-
terment of the Environment; and Our
People, Our Pride.

The group has a sustainability steer-
ing committee led by Lim and comprises

members of the Scientex executive com-
mittee, which spearheads the develop-
ment of sustainability-related policies to
govern such practises across the group.

“The policies include an environmen-
tal policy, anti-bribery and anti-corrup-
tion policy,a whistle-blowing policy and
a safety and health policy. We also have
a code of conduct for suppliers.”

Lim says the company has only just
begun the journey to guide its suppliers
to be aware of and uphold the group’s
sustainability principles. “It is easier for
companies that are more established.
Some others need time to learn.

“We have made ESG our business. It
is not a separate thing. We seek to drive
sustainability through initiatives that re-
duce our material use, energy use, waste
generation and emissions. For example,
when we expand our machines, we take
into consideration the energy consumed
and the greenhouse gas that is emitted.
Even for our vision and tagline, we want
to embed ESG in it.

“ESG is a journey. 5o, every year, we
will try to improve [as] international

standards change. We just continue to
improve.”

Scientex released its first sustainabil-
ity report last year, in tandem with its
2021 annual report, The report discloses
the sustainability initiatives and com-
mitments of the company as a whole,
covering both its Malaysian and interna-
tional subsidiaries across the packaging
and property development businesses.

Lim says management is also aware
of the need for the group to balance the
objectives of financial gain and social
responsibility.

“Growth is one thing, but worker safe-
ty is more important.

“In the last two years, 1 have had meet-
ings with all my factory people every week
to make sure our people are safe. We im-
plemented standard operating procedures;
we make sure our workers are vaccinated.
Today, more than 99% of our workforce in
Malaysia is fully vaccinated and about 60%
of them have received a booster shot. We
arranged for people to come to our facto-
ry to do booster shots for all our workers,
including foreigners.” =]

‘We don't see any problem in having two businesses in one listed company’

FROM PAGE 59

FY2022, of which RM800 million will be
used to grow its land bank across Peninsu-
lar Malaysia and RM200 million for pack-
aging machinery. In the last fiscal year, it
allocated RM700 million for capex.

The group has set FY2023 as its next
milestone in terms of its ambition to double
up every five years. It aspires to reach sales
of 400,000 tonnes per year in its packag-
ing division and develop 8,000 affordable
homes a year in its property development
division by then.

Last year, the production of stretch and
custom film and speciality products at its
17 manufacturing plants — 14 in Malaysia
and one each in the US, Myanmar and Viet-
nam — came to 280,000 tonnes. Meanwhile,
3,766 affordable homes were built in 2021.

“While it is not easy to double up every
five years, we are continuing our ‘To Double
Up Every Five Years' vision. But how far we
can achieve it depends very much on the
market environment,” says Lim.

The packaging segment made up 68%
of Scientex’s revenue in FY2021, with the
property development segment contrib-
uting the remaining 32%. About 70% of its
packaging revenue is derived from exports
to more than 60 countries. Lim expects this
revenue composition to continue for the
next two years.

Meanwhile, he dismissed the possibility
of Scientex spinning off its property de-
velopment business and injecting it into
listed Daibochi, which has been renamed
Scientex Packaging (Ayer Keroh) Bhd.

Scientex had failed in its attempt to
privatise Daibochi due to a poor take-up of
its mandatory general offer in November
2021, garnering only 71.9% equity interest
when it needed at least 90% by the end of
the offer period to privatise the company.
Daibochi will continue to focus on the
packaging business.

Lim believes the twin core business mod-
el targeting the robust packaging market
and strong affordable homes demand, is

SCIENTEX

SCIENTEX BERHAD

working well for the group.“We don't see
any problem in having two businesses in
one listed company. We have proved [that it
works well] over the past 20 years,” he says.

“If you look at our financial results, we
continue to grow each year. Prior to 2018,
we invested big in packaging through ac-
quisitions and expansions. For the past two
years, we focused on acquiring land bank
amid the slowdown in the property mar-
ket.I think this is a good [business] model.

“Of course from an investor’s point of
view,some may not be able to accept it. We
have no control over investors who want to
rethink our model, but we think we have
built quite a lot of value [for shareholders].”

And the outlook for the group remains
bright.

According to Lim, the average per capita
plastic consumption in developed countries
is 100kg per year — five times more than in
Southeast Asian countries at 21kg per year.
And if the industry in which it operates is
pressured by a shift towards sustainability
and environmentally friendly materials,
the group will not have any issues as it has
been developing recyclable monolaminate

packaging over the last few years.

“This is in line with environmental,
social and governance (ESG) concerns. All
the big customers are committed to using
monopolymer or recycled plastic packag-
ing by 2025 or 2030," he says.

“On our part,we have set up innovation
centres to develop sustainable products
that are wholly recyclable, biodegrada-
ble. All these efforts will also create a new
business opportunity for us to grow. We
work with our raw material suppliers to
try all the new materials, as well as our
customers, who will test whether these
are okay or not.”

Providing homes for the masses

Lim says the rising cost of construction
materials such as steel, copper and alu-
minium pose a challenge to its property
development segment. It has seen raw
material costs rise between 10% and 30%
from pre-pandemic levels.

This segment is also grappling with
labour shortage, but it has managed this
by using the Industrial Building System
(IBS) construction technique.

“The rising costs have an impact on us,
but it is still manageable. Qur [property]
business is still growing,” he says.

“Of course, if the government eases its
policy on foreign workers, it will help us.1
believe in a bigger picture that the country
still needs foreign workers, We cannot stop
depending on them overnight.

“The government needs to give indus-
try players some time to find solutions.
Even if you talk about Industry 4.0 robotic
processes, it takes time [to replace human
workers].”

In the meantime, Scientex will try to
absorb the cost increases rather than pass
it on to house buyers. This is thanks to the
company's aggressive land bank acqui-
sitions over the past few years amid the
slowdown in the property market, which
has allowed it to take advantage of lower
land prices.

Scientex made its [oray into property
development in 1995 and has steadily ex-
panded its presence northwards from Jo-
hor to include Melaka, Negeri Sembilan,
Selangor, Perak, Penang and Kedah. Its total
land bank currently stands at 7,448 acres.

The group has lined up RM2 billion
worth of projects for FY2022, up from RM1.5
billion in gross development value (GDV)
launched in FY2021. Its ongoing and fu-
ture developments stand at RM31.4 billion
in GDV, which will sustain the group for
more than 10 years.

Under its Vision 2028 strategy, Scientex
targets to build 50,000 affordable homes
by 2028. To date, the group has delivered
25,786 homes, of which more than 70% are
priced below RM300,000.

“1 believe the country still has a lot of
demand for affordable homes, priced at
RM200,000 and below,” says Lim. “In 2018,
1 calculated that if we can build 3,500 units
per year, we can reach the 50,000-unit
target by 2028, We are doubling our target
to 8,000 units per year and, thus, we can
probably achieve the 50,000-unit target
earlier — maybe by 2026 or 2027." o



