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Rationales

Stock Code 7113

e Average selling prices (ASPs) of the gloves were declining at a far o ek
slower pace which would assist in cushioning the cost impact Sl 8,207.10
moving forward. Meanwhile, sales to the US from Malaysia  parcet cap (RMmn) 6,565.7
continued to trend higher in Q3 FY22, increasing by eight per cent 1A 0.70
compared with Q2 FY22, with great potential for further growth,  s2-wkHi/Lo (Rm) 3.95/0.76

which bodes well for the group.

e Top Glove’s initial plan was to double its annual manufacturing

capacity from 100 billion pieces of gloves in 2021 to 201 billion in \‘
2025. The group have already decided to reduce its capacity NN AL
expansion programme by approximately 22% or 45 billion pieces of oty
gloves to 156 billion from 201 billion previously to prevent
oversupply in the rubber glove industry that will continue to exert
downward pressure on the group’s glove ASPs. Although the ASPs
may experience some adjustments, we believe that it will be more
stable in the future.

e Top Glove is focusing on deferring its rubber glove output capacity
expansion instead to vertical and horizontal integration initiatives,
which include ownership of a gamma sterilisation facility, nitrile
butadiene rubber (NBR) latex plant and glove former factory, all of
which will cater for Top Glove's internal consumption. This has
shown excellent signs as it will improve cost savings, facilitate
better planning and overcome the bottlenecks.

Source: KLSE

e The overall group revenue has shown a downward pressure from
RM 16,361.4 million in 2021 to RM 4,498.1 million in 9MFY2022.
Although the revenue had decreased, the average revenue and PAT
margin were in the same range as before the pandemic outbreak,
and therefore still a good sign as the group has maintained the PAT
margin.

e  With the recent share performance of the group, the share price
had shown a down trend after the pandemic outbreak as the
demand for gloves had decreased. However, in a long-term view,
we believe that the Top Glove will shine again as it has paid out a
total dividend of RM 7.84 billion since 2001, which means the
company is serious and dedicated to sharing its profit with
shareholders.
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e Top Glove's share prices are currently close to the same level as they were in 2015. Although the Top
Glove’s share prices have dropped from a high, the executive chairman, Tan Sri Dr Lim Wee Chai has raised
his shareholding in the rubber glove manufacturer to prevent the group’s share price from continuing to

plummet.
e Although the group current share prices have dropped to the bottleneck, we initiated Top Glove with a
BUY recommendation with a target price of RM 1.58, a 92% upside potential. As the average share price

was 1.58 in YA 2019 before the pandemic outbreak.

About Top Glove Corporation Berhad

Top Glove Corporation Berhad was established in 1991 in Malaysia and has since grown from a single factory with
one glove production line into the world’s largest manufacturer of gloves. Top Glove has today captured 26% of
the world market share for rubber gloves. The company has manufacturing operations in Malaysia, Thailand,
Vietnam and China. It also has marketing offices in these countries as well as USA, Germany and Brazil and exports

to about 2,000 customers in 195 countries worldwide.

Top Glove offers a comprehensive product range, which now includes a hon-glove segment comprising condoms,
face masks, dental dams, exercise bands and household products, fulfilling demand in both the healthcare and

non-healthcare segments.

In line with its commitment to sustainability, Top Glove has promised and fully dedicated to continue to level up
its practises in the Environmental, Social and Governance (ESG) space particularly in terms of labour practices.

Through continuous improvement and innovation, the company aspires to be the world's leading manufacturer of
excellent quality glove products and services that enrich and protect human lives, as well as a world-class glove
manufacturer providing top quality products with excellent services.

e Diverse Range of Products to Align with Rapid Changing Markets

Figure 1: Diverse Range of Products
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Source: Company, Valuevest Ventures

According to Figure 1, nitrile glove sales volume continues to show an increasing trend driven by the sales to the
USA from Malaysia, Western Europe, Asia and Latin America, while surgical glove sales volume continues to remain
at a volume of 2 to 3 percent.
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