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SECTOR UPDATE
Gloves — Malaysia

A Kaleidoscope Of Perceptions

Underneath the facade of geopolitical reshuffling and the US’ reciprocal tariffs, the
Malaysian glove sector faces mixed investor sentiments as uncertainty builds up.
Nevertheless, the sector’s core fundamentals remain solid as we anticipate sequential
earnings growth driven by a full recapturing of US market share. More importantly, ytd
retracement and bargain forward valuations are offering an attractive risk-reward
balance. Maintain OVERWEIGHT.

WHAT’S NEW

¢ US protectionism trade policies ushering in uncertain times... On 2 Apr 25, US President
Trump’s administration imposed reciprocal tariffs at a baseline rate of 10% on all countries,
and higher tariffs on countries with huge trade surpluses which includes Malaysia (24% tariff).
US also imposed a 34% tariff on all China imports on top of the 20% already levied since Feb
25, and subsequently added another 71% tariffs following China’s retaliation. In short, revised
tariffs for China imports into the US now stand at 125%. Meanwhile last night, the US
announced a 90-day pause and lowered the reciprocal for tariffs for other countries including
Malaysia to 10%.

...but provide compelling thematic backdrop for Malaysia’s glove sector. With the
severity of current US tariffs on China medical gloves (175% in 2025, 225% in 2026) much
higher than Malaysia’s (10%), local glovemakers will likely emerge as direct beneficiaries as
the ASP gap further widens. This will effectively void most of China’s gloves sales into US.
Additionally, US also imposed a 36% tariff on Thailand (10-15% US market share) which may
further allow Malaysian glovemakers to recapture most of their US market share. On a net
basis, we estimate that Malaysia’s market share of US medical glove imports may grow to 70-
80% (from 25-30% in 2024).

« Shifting sands between US and Europe markets. With the US’ higher tariffs on China
medical gloves (175% tariffs) currently, we see meaningful nitrile glove demand flowing back
to the Malaysian manufacturers from 2Q25. Meanwhile, shortfall from non-US sales is
anticipated as competition will likely intensify after China manufacturers re-channel their sales
to regions like Europe and Asia with more competitive pricing strategies following the higher
US tariffs. That said, on a net basis, Malaysian glovemakers’ should see improved profitability
and margin from this shift.

* Fragile sentiment induced melancholic selldown; opportunities outweigh risks.
Attributed to market risk-off following unfolding global uncertainties and valuations rightsizing
from the less optimistic sector outlook, domestic glovemakers’ share prices fell 34-49% ytd.
The steep share price action reflects pessimistic sentiment despite the sector’s turnaround
narrative, with valuations now trading close to -1.5SD below historical mean valuations on
2026F’s earnings. Such valuations are in steep bargain and pose appealing mid-term risk-
reward balance.

ACTION

¢ Maintain OVERWEIGHT but lower our valuation yardstick to -0.5SD below mean to reflect
lower market risk premium at this juncture.

¢ Maintain BUY on Top Glove, Harta and Kossan with lower target prices. Our target prices
for Harta, Kossan and Top Glove are at RM2.69, RM2.35 and RMO0.97 respectively.

PEER COMPARISON

Target
Share Price Pri%e MktCap --------- PE (X) === - EV/EBITDA (x) -- Div Yield (%)
Company Ticker Rec 9Apr25(lcy) (lcy) (US$m) FY25F  FY26F FY25F  FY26F FY26F
MALAYSIA
Top Glove TOPG MK BUY 0.82 0.97  1,498.7 83.4 189 132 94 2.7
Hartalega HART MK BUY 1.97 2.69  1,501.9 201.3 209 234 8.6 2.7
Kossan Rubber KRIMK — BUY 1.80 235 10241 24.9 211 16.7 144 39

Source: Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.

Thursday, 10 April 2025

OVERWEIGHT
(Maintained)

US’ RECIPROCAL TARIFFS
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MALAYSIAN GLOVE PLAYERS EFFECTIVE
CAPACITY (M" PCS)
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SECTOR GLOVE VALUATIONS (PRE-COVID-19)
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ESSENTIALS US’ QUARTERLY GLOVES IMPORT (B’ PCS)
¢ Looking beyond the facade of near-term weaknesses. For 1Q25, we assess that the SR R S e
sector's volume sales may see sequential 10-15% qoq decline. This is mainly due to 2-3 cow <o
months of inventories to be digested by the US customers which have frontloaded purchases 8 o M8
from China manufacturers in 4Q24 ahead of higher tariffs. Nevertheless, volume sales will see i
meaningful pickup from 2Q25 and the rest of the year, as we expect a meaningful surge in US e ' s

orders flowing into Malaysia. This will allow domestic glovemakers to sustain 2025-26 US
ASP at around the US$23-24/'000 pieces range and enhance profitability margins.
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Weathered the worst, with progressive recovery heading into 2025. Based on our T ———— O Y
conversations with various glovemakers and historical slumps in the rubber glove sector, we 1o 157575151500 [ 294 195 160 153 | 167 | 175 | 162 | 150 165 | 202
think the worst is over. The sharp deterioration in EBITDA per glove over the last two years  soyce: Tops, TENDATA
(underlined by competitive pressure) has gradually dissipated over the past 3-4 quarters.
Essentially, absence of overstocked inventory similar to 2023’s levels (5-6 months) has
allowed demand to catch up with supply. Going forward, we expect the sector’s earnings to
recover to 50-55% of 2019’s level in 2025, and 75-80% in 2026 on the back of demand

recovery and margin expansion as utilisation rates improve.

GLOBAL NITRILE AND LATEX GLOVES
PRODUCTION CAPACITY (M’ PCS)

(USDIkg)
3,500

Natural latex ===Acrylonitrile
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Competition in non-US markets is steep, but shortfall likely bridged by higher US sales. 25
Outside of US, we anticipate more aggressive ASP competitons from the China 2%
manufacturers in the other regions. To note, some China players are exploring capacity 5
expansion in other ASEAN countries such as Indonesia, Vietham and Thailand. With the loss 100
of US sales, we reckoned that intense competition from China manufacturers will cap ASP 050
upside in the non-US markets for Malaysian producers. That said, we assess that China glove 000
manufacturers’ breakeven ASP is US$16/'000 pieces, and they are unlikely to excessively 5881855857855 0E 555087 555057855887555
dump their inventories due to lower ASP. We also estimate that China glovemakers’ regional

expansion will take time (1-1.5 years) with smaller capacity (3-5b pieces annually), with higher  source: oILCHEM

production costs out of China. MALAYSIAN GLOVE PLAYERS'QUARTERLY SALES
e Input cost moderation and opex savings may lift margins. With the extensive trade VOLUME (M’ PCS)

tensions between the US and China, commodity and oil prices are easing. This may indirectly 140 Kossan Hirta Top Glove

lower the prices of natural latex and acrylonitrile which are the main raw materials used in the 12w
production of rubber gloves. Natural latex and acrylonitrile prices have eased 2-10% in 1Q25 10
from 2024’s high and may further ease in the coming months. We expect this to boost the 4
gloves producers’ profitability per glove, which should eventually lit EBITDA margin in .,
subsequent quarters.

400

¢ Sector valuations offer commendable upside as selldown more than priced in =
negatives. The glove companies under our coverage possess palatable capital upside 0

opportunities based on 2026’s normalised earnings. FEFIIIFIIIIIIFTIFIISS
2025 VALUATIONS AND IMPLIED TARGET PRICES Source: Respective companies, UOB Kay Hian
Companies Valuations 2026F MALAYSIAN GLOVE PLAYERS QUARTERLY ASP
EPSforecasts  Implied TP (RM) % Upside from CHART (USD’ 1000 PIECES)
(sen) current share price 100 —Hata Top Glove Kossan
Hartalega 24x PE (-0.5SD below mean) 11.2 2.69 36.5 )
Top Glove 21x PE (-0.5SD below mean) 4.6 0.97 18.3 80
Kossan 20x ex-cash PE 8.5 2.35 306 70
(-0.5SD below mean) ) 60
Source: UOB Kay Hian 50
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.
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