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COMPANY UPDATE

Riverstone Holdings (RSTON SP)
Strong Earnings Expected; Target Price Raised To S$1.16

Despite a higher ROE and dividend yield, Riverstone is trading at an undemanding 17x
2025F PE vs peers’ average of 47x. The rise in US FDA import alerts flagging quality
issues with China medical gloves, compounded with the US tariff hike, is likely to
benefit Malaysian glove makers like Riverstone. Though the group faced shipment
delays, management sees it easing. Expansion plans remain on track and we anticipate
better margins. Maintain BUY with a higher target price of $$1.16.

WHAT’S NEW

¢ Quarterly record-high US FDA import alerts on China glove makers. US Food and
Drugs Administration (FDA) import alerts on China glove makers due to quality concerns
have hit quarterly highs in 4Q23 and 1Q24, as seen in the RHS figure on the next page. This
means that FDA has enough evidence for detention without physical examination (DWPE) of
products that are in violation of its laws and regulations. If the manufacturer is unable to
rebut the violation within 10 working days, the products will be issued with a refusal of
admission and be destroyed or exported from the US within 90 days of refusal.

Ripple effects from Red Sea Crisis. The Red Sea has led to many shipping companies
rerouting their ships on longer journeys and therefore, delays in shipment deliveries. This
particularly impacts international shipments from Southeast Asia to the US and Europe.
Management shared that it had faced some shipping delays due to port congestion and
increased vessel waiting times since April, but observed slight easing in July.

STOCK IMPACT

¢ Potential trade diversion from China to Malaysia. The FDA import alerts could be
prolonged for Chinese producers as they have consistently been unable to achieve the
standard of quality that Malaysia has since 2010 as seen in the RHS figure on the next page.
Additionally, the US tariffs on China medical-grade gloves will be sharply raised from 7.5% to
25% effective 2026, reducing the price competitiveness of China glove makers. These
factors point to possible demand recovery and market share growth for Malaysia players like
Riverstone Holdings (Riverstone) in the coming quarters.

* Improving production efficiency on capacity expansion. Management highlighted that its
capacity expansion is on track, with three production lines to be completed by end-24 and
another three lines by 2025. The added capacity will boost its total capacity from 10.5b to
11.2b gloves (+7%), producing higher-margin customised gloves. This translates to lower
downtime, thereby improving efficiency and margins for the group.

KEY FINANCIALS

Year to 31 Dec (RMm) 2022 2023 2024F 2025F 2026F
Net turnover 1,260 915 1,086 1,118 1,152
EBITDA 480 340 445 459 473
Operating profit 417 279 381 397 413
Net profit (rep./act.) 314 220 288 300 312
Net profit (adj.) 314 220 288 300 312
EPS (sen) 21.2 14.8 19.4 20.2 21.0
PE (x) 15.6 22.2 17.0 16.4 15.7
P/B (x) 2.6 2.9 3.0 3.1 3.3
EV/EBITDA (x) 8.4 11.8 9.0 8.8 8.5
Dividend yield (%) 10.3 6.8 7.3 7.9 8.5
Net margin (%) 25.0 241 26.5 26.8 27.0
Net debt/(cash) to equity (%) (57.5) (52.1) (53.4) (54.8) (55.4)
Interest cover (x) 20,865.5 9,994.5 8,908.9 n.a. 9,458.1
ROE (%) 15.0 12,5 17.4 18.6 20.2
Consensus net profit - - 299 319 342
UOBKH/Consensus (x) - - 0.96 0.94 0.91

Source: Riverstone, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price S$$0.950
Target Price S$1.16
Upside +22.1%
(Previous TP S$1.12)

COMPANY DESCRIPTION

Riverstone Holdings produces, sells and
distributes cleanroom products for use in
highly-controlled and critical environments.
Products include nitrite and natural rubber
gloves, cleanroom packaging materials and
finger cots, as well as face masks, face
pouches, hoods, caps, jumpsuits and swabs.

STOCK DATA
GICS sector Health Care
Bloomberg ticker: RSTON SP
Shares issued (m): 1,482.2
Market cap (S$m): 1,408.1
Market cap (US$m): 1,046.7
3-mth avg daily t'over (US$m): 2.2
Price Performance (%)
52-week high/low S$$1.01/5%0.553
1mth 3mth 6mth 1yr YTD
(5.9) 15.9 42.7 56.5 37.6
Major Shareholders %
Wong Teek Son 51.3
Lee Wai Keong 8.8
FY24 NAV/Share (RM) 1.10
FY24 Net Cash/Share (RM) 0.59
PRICE CHART
(Icy) RIVERSTONE HOLDINGS LTD RIVERSTONE HOLDINGS LTOFSSTIINDEX (%)
1.10 180
+ 170
1.00 L 160
0.90 ] r 150
F 140
0.80 A r 130
r 120
0.70 L 110
060 [ 100
r 90
0.50 80
60
40 Volume (m)
” pomeritl e th '..‘LL¢ . II,JL

0
Jul23 Sep23 Nov23 Jan24 Mar24 May?24

Source: Bloomberg

ANALYST(S)

John Cheong
johncheong@uobkayhian.com
+65 6590 6623

Heidi Mo
heidimo@uobkayhian.com
+65 6590 6630




UOBKayHian

¢ Riverstone offers the most attractive valuation in the glove industry with a 40%
discount in terms of PE multiple and 7x higher dividend yield vs peers. Riverstone’s
2025F PE of 17x is at a 40% discount vs peers’ average of 47x and it offers a way more
attractive dividend yield of 7.3% vs peers’ average of 0.5%. We think Riverstone is a good
proxy to the recovery in the healthcare glove industry while offering downside protection
given its dominant position in the cleanroom glove sector.

¢ Strong balance sheet supports higher payout ratio. Backed by its healthy 1Q24 cash
balance of RM947.6m (about 20% of market cap) and operating cash flow, we expect 2024-
26 payout ratio to exceed 100% to reward shareholders (2023: 151%; 2022: 116%). This
translates to an attractive dividend yield of 7.3% for 2024.

EARNINGS REVISION/RISK

o We raise our 2024-26 earnings by 3-6%, projecting a three-year net profit CAGR of 12% in
in 2023-26. We factor in 1-2ppt higher gross margin assumptions of 36-38% to account for
potential cost efficiencies upon capacity expansion, partially offset by more healthcare sales
in the product mix from the US.

VALUATION/RECOMMENDATION

¢ Maintain BUY with a 4% higher PE-based target price of $$1.16 (S$1.12 previously),
pegged to 20x 2025F PE, or 1.5SD above the long-term historical mean. Riverstone is
trading at a deep 40% discount to its Malaysian peers’ trading multiple of 47x 2025F PE
despite the group’s higher margins and ROE vs peers.

SHARE PRICE CATALYST
o Capacity expansion-driven growth.
¢ Higher demand from the US for cleanroom and healthcare gloves.

¢ Higher dividend payouts.

PEER COMPARISON
Company Ticker Price @ Market PE EV/EBITDA
24 Jul 24 Cap 2023 2024 2025 2024
(Icy) (US$m) ) (x) ) )
Hartalega HART MK 339 2,476 n.a. 55.6 36.8 28.7
Kossan Rubber KRI MK 242 1,321 465.4 417 29.5 15.2
Supermax SUCB MK 0.91 498 n.a. na. 70.0 17.8
Top Glove TOPG MK 121 2,074 n.a. na. 50.4 46.1
Average 465.4 48.6 46.7 27.0
Riverstone RSTON SP 0.95 1,047 22.2 18.0 16.9 9.3

Source: Riverstone, Bloomberg, UOB Kay Hian
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ANNUAL US FDA IMPORT ALERTS ON GLOVES
BY COUNTRY (2010-24)
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HISTORICAL PE BAND

Source: Bloomberg, UOB Kay Hian

P/B Yield ROE Net
2024 2024 2024 Gearing
() (%) (%) (%)
24 09 40 (29.2)
16 1.0 37 (53.4)
05 0.0 (0.6) (30.5)
20 0.0 2.9) (8.4)
16 05 1.0 (30.4)
3.0 7.3 165 (53.9)
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PROFIT & LOSS BALANCE SHEET
Year to 31 Dec (RMm) 2023 2024F 2025F 2026F  Year to 31 Dec (RMm) 2023 2024F 2025F 2026F
Net turnover 9148 1,086.3 11177 1,1525  Fixed assets 726.0 701.9 679.8 659.6
EBITDA 339.8 4454 459.0 4729  Other LT assets 11 11 11 11
Deprec. & amort. 60.4 64.1 62.1 60.2  Cash/ST investment 8754 874.4 865.8 834.7
EBIT 279.4 3813 396.9 4127  Other current assets 222.7 210.7 185.2 1745
Net interest income/(expense) (0.0 0.1) 0.0 (0.1)  Total assets 1,825.3 1,788.1 1,731.9 1,670.0
Pre-tax profit 279.4 381.3 396.9 412.6 ST debt 0.0 1.0 0.0 1.0
Tax (59.0) (93.4) 97.2) (101.1) Other current liabilities 84.6 92.7 94.2 105.8
Minorities (0.0) 0.0 0.0 0.0  LTdebt 0.0 0.0 0.0 0.0
Net profit 2204 287.9 299.7 3115  Other LT liabilities 59.1 59.1 59.1 59.1
Net profit (adj.) 220.4 287.9 299.7 3115  Shareholders' equity 1,681.6 1,635.3 1,578.6 1,504.1
Minority interest 0.0 0.0 0.0 0.0
Total liabilities & equity 1,825.3 1,788.1 1,731.9 1,670.0
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2023 2024F 2025F 2026F  Year to 31 Dec (%) 2023 2024F 2025F 2026F
Operating 253.3 3721 388.7 3940  Profitability
Pre-tax profit 279.4 381.3 396.9 4126  EBITDA margin 37.1 41.0 41.1 41.0
Tax (59.0) (93.4) 97.2) (101.1)  Pre-tax margin 30.5 35.1 355 35.8
Deprec. & amort. 60.4 64.1 62.1 60.2  Net margin 24.1 26.5 26.8 27.0
Associates 0.0 0.0 0.0 00 ROA 115 159 17.0 18.3
Working capital changes (17.4) 20.1 27.0 22.3 ROE 125 174 18.6 20.2
Non-cash items 0.2) 0.0 0.0 0.0
Other operating cashflows (20.0) 0.0 0.0 0.0  Growth
Investing (51.5) (40.0) (40.0) (40.0)  Turnover (27.4) 18.7 29 3.1
Capex (growth) (51.7) (40.0) (40.0) (40.0)  EBITDA (29.2) 311 3.0 3.0
Proceeds from sale of assets 0.3 0.0 0.0 0.0  Pre-tax profit (33.0) 36.5 41 4.0
Others 0.0 0.0 0.0 0.0  Net profit (29.9) 30.6 41 4.0
Financing (415.6) (333.) (357.4) (385.1)  Net profit (adj.) (29.9) 30.6 41 40
Dividend payments (415.0) (334.1) (356.4) (386.1)  EPS (29.9) 30.6 41 4.0
Issue of shares 0.0 0.0 0.0 0.0
Proceeds from borrowings 0.0 0.0 0.0 10  Leverage
Loan repayment (0.6) 1.0 (1.0) 0.0  Debt to total capital 0.0 0.1 0.0 0.1
Others/interest paid 0.0 0.0 0.0 0.0  Debt to equity 0.0 0.1 0.0 0.1
Net cash inflow (outflow) (213.7) (1.0) (8.6) (31.0)  Net debt/(cash) to equity (52.1) (53.4) (54.8) (55.4)
Beginning cash & cash equivalent 1,066.1 875.4 874.4 865.8  Interest cover (x) 9,994.5 8,908.9 na. 9,458.1
Changes due to forex impact 23.1 0.0 0.0 0.0
Ending cash & cash equivalent 875.4 874.4 865.8 834.7

Refer to last page for important disclosures.
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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. 4
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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 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

(i) 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.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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