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SECTOR UPDATE 

Gloves – Malaysia 
4Q22: Upgrade To OVERWEIGHT As Bottom Has Been Sighted 
The sector fell into unprecedented losses in 4Q22. Sector losses are expected to 
continue but bottom out in 1H23. Alongside improving ASP outlook and moderating 
costs, corporate losses should be narrow in 2H23. Meanwhile, valuations are trading 
close to +1SD to merely recovering 2024 earnings, suggesting deep value when 2025 
earnings are taken into perspective. Given the favourable reward-to-risk payoff, we 
upgrade the sector to OVERWEIGHT. 

WHAT’S NEW 
• Worst is over for ASPs? Over the recent quarter, the Malaysia glove producers indicated 

an ASP revision heading into 2Q23. Top Glove is looking at an ASP in the region of 
US$21/’000 pieces or a >20% hike. This is against the backdrop of unsustainable ASPs 
with producers operating at a loss, rising input cost (energy, wage cost and raw material 
prices) and depleting customers’ inventory levels. The ASP revision is positive as that 
alongside an expected softening of input cost in 2H23 could see corporate losses 
minimised. Going into 2024, we assume an ASP of USD24/’000 pieces. 

• Lockstep adjustment by China producers as well but possesses cost advantage. 
Positively, China glove producers are said to have mirrored the revision, re-pricing their 
gloves to USD17/’000 pieces from USD14/’000 pieces. Notably, the ASP discount to the 
Malaysia producers’ ASP remains unchanged. The China producers’ cost advantage over 
their Malaysia peers is due to the cheaper but less environmentally-friendly coal as an 
energy source as opposed to natural gas. The acute cost advantage translates to almost 
10% cheaper ASPs. However, with natural gas tariffs in Malaysia expected to decline from 
Apr 23, it could narrow the fuel cost advantage and consequently, narrow the China 
producers’ ASP differential to 5% in 2H22.  

ACTION 
• Upgrade to OVERWEIGHT. Recent results have succumbed to margin pressure, 

registering unprecedented corporate losses across the sector. However, we expect 
earnings to bottom out in 1H23 (even dipping below expectations) but ASPs are due to 
finally see a positive and meaningful adjustment across competing regional producers as 
well. In addition, with costs expected to moderate in 2H23, we expect losses to narrow. 
Meanwhile, valuations are trading close to +1SD to merely recovering 2024 earnings, 
suggesting deep value when 2025 earnings are taken into perspective. As a result, we opt 
to roll over our valuations to a profitable 2024 for Kossan and Hartalega (have done so for 
Top Glove) and peg earnings to five-year mean valuations. We also take the opportunity 
to upgrade both to BUY.  

• Given the backdrop of improving fundamentals and a medium-term view of bargain 
valuations, the reward-to-risk payoff appears favourable. Hence, we upgrade the sector to 
OVERWEIGHT from MARKET WEIGHT. Our top pick for the sector is Hartalega for its 
above industry operating efficiency and relative upside versus its peers. 

OVERWEIGHT 
(Upgraded) 
 
TARGET PRICE DERIVATION 
 PE peg Target price 
 (x) (RM) 
Top Glove 2024 29 +1.5 SD 0.95 

2025 20 Mean 1.34 
Hartalega 2024 28 Mean 2.15 

2025 25 -0.5 SD 2.85 
Kossan 2024 24 Mean 1.42 

2025 24 Mean 1.86 
Source: UOB Kay Hian 
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PEER COMPARISON 
Company Ticker Rec Price @ Target Mkt Cap ---------- PE (x) ---------- ---- EV/EBITDA (x) ---- P/B (x) Div Yield (%)

20 Mar 23 (lcy) Price (lcy) (US$m) FY23F FY24F FY23F FY24F FY23F FY23F
Malaysia      
Top Glove TOPG MK BUY 0.91 0.95 1,633.1 -17.8 52.3 -45.8 14.3 1.4 0.0
Hartalega HART MK BUY 1.92 2.15 1,447.3 192.3 54.9 20.1 13.0 1.3 0.4
Kossan KRI MK  BUY 1.23 1.42 693.9 74.5 20.6 14.0 5.9 0.8 0.5
Supermax* SUCB MK N.R. 0.90 - 515.8 31.8 18.6 -0.7 -0.2 0.5 0.5
Malaysia avg.     1,072.5 70.2 36.6 -3.1 8.3 1.0 0.3
Regional      
Intco Medical 300677 CH N.R. 24.19 - 2,325.1 25.0 13.4 10.4 6.1 1.0 nm
Sri Trang Gloves STGT TB N.R. 10.40 - 867.0 28.6 17.5 8.2 6.2 0.8 4.7
Riverstone RSTON SP N.R. 0.53 - 613.6 3.3 3.0 4.5 4.0 0.4 nm
Regional avg.      1,268.6 19.0 11.3 7.7 5.4 0.7 4.7
Average      1,156.5 40.3 23.8 -2.4 6.8 0.9 1.4

* Restricted list. Financials are based on consensus projections. 
Source: Bloomberg, UOB Kay Hian 
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• Inflection point in 2H23? The potential narrowing of ASP differential between glove 
producers in Malaysia to those in China and Thailand (Sri Trang Gloves) in 2H23 could be 
an inflection point to volume demand shifting back to Malaysia. The Malaysia glove 
producers’ utilisation rates are close to 40% vis-à-vis 50-60% of their regional peers. Apart 
from the shift in demand, utilisation rates should improve from an overall gradual recovery 
in demand from the diminishing excess inventory and industry consolidation. 

• Excess inventory. It is estimated that 131b pieces of glove purchases during the 
pandemic (2020-21) were in excess of the usage rate. On top of that, with surplus industry 
capacity, orderbook visibility has shortened to 20 days from 40 days pre-pandemic. Given 
the abundance in excess inventory (131b pieces, which accounts for up to one-third of 
2023’s global glove demand). That said, replenishment activity has been emerging. 
Overall, we opine that excess inventory may be completely exhausted by 2024-25. That 
should coincide with industry utilisation rates returning to optimal levels of 80-90%. 

• Industry consolidation emerging. There are emerging signs of an industry consolidation 
such as: a) new entrants into the industry during the pandemic and smaller producers such 
as Aspen Group (ASPEN SP, NR) and VIP Gloves (VIP AU, NR) having exited the 
industry, b) established incumbent producers retiring less efficient and aged production 
lines, and c) smaller producer Careplus (CPG MK, NR) disposing of a 50% stake in its 
subsidiary. Granted, although the exiting capacity is minimal, it still signals a bottoming out 
of the industry. That said, with industry utilisation rates at around 40%, it may well take 
more than a year before demand-supply reaches equilibrium.  

• Sector earnings contraction expected to bottom out in 1H23. We expect sector 
earnings to decline to a loss of -RM92m in 2023 from RM1.01b in 2022. This should be 
followed by a recovery in earnings to RM655m in 2024. We expect quarterly earnings to 
bottom out in 1Q-2Q23. This is against the backdrop of higher energy cost (natural gas 
and electricity) and rising raw material cost. 2H23 should realise higher ASPs and 
moderating cost across natural gas tariffs and raw materials that could restore some glove 
companies to breakeven. We then expect ASPs to gradually improve further alongside 
utilisation rates to drive 2024’s earnings. Our resulting 2023-24 PAT margin assumption of 
-1.2%/5.9% appears reasonable when compared to the three-year pre-pandemic (2017-
19) PAR margin average of 11.9%. 

• Valuations should moderate significantly as earnings recover off a low base. 
Existing sector PE valuations to 2023 are negligible as sector earnings are contracting. 
Sector is however trading at 25.9x to 2024 earnings. This is at +1SD of the sector’s pre-
pandemic five-year mean. Valuations only appear lofty as they are against all-time 
depressed down-cycle earnings. A subsequent rollover in valuations to 2025 earnings 
pegged to below mean valuations still suggests sufficient upside going forward. This 
should coincide with sector fundamentals improving further. 

ESSENTIALS 
• 4Q22 results round-up. Sector earnings came in well below expectations. Margins were 

squeezed by softer ASPs and higher natural gas tariffs. On average, the Big 3 (Top Glove, 
Hartalega and Kossan) saw ASPs declining 9.5% while volume sales contracted 3.3%. 
Both volume and ASPs continue to be hampered by industry capacity surplus and excess 
inventory across the supply chain. As a result, the sector’s top-line contracted 26.5% qoq. 
Off lower margins and scale, sector’s operational earnings marginally fell into losses (-
12.3%) while PAT dipped to unforeseen losses (-RM313m) or -24.3%. 

4Q22 SECTOR RESULTS SNAPSHOT 
(RMm) 4Q20 3Q21 4Q21 qoq % chg yoy % chg
Revenue 4037.6 2383.2 1750.5 -26.5 -56.6
EBITDA 1096.5 173.9 -108.6 -162.5 -109.9
Net profit 711.3 3.6 -313.0 -8726.8 -144.0

qoq ppt chg yoy ppt chg
EBITDA margin (%) 27.5 9.0 -12.3 -21.3 -39.8
Kossan 32.8 10.8 7.1 -3.7 -25.7
Hartalega 38.9 13.6 2.7 -10.9 -36.3
Supermax 19.3 11.2 -47.4 -58.6 -66.7
Top Glove 19.0 0.6 -11.4 -12.1 -30.4
Net margin 17.6 1.4 -24.3 -25.7 -41.9

Source: Respective companies, UOB Kay Hian 

GLOBAL DEMAND FOR GLOVES (B)

 
Highlighted in green: estimated excess purchases of 131b pieces 
Source: International Trade Center, Hartalega  

ESTIMATED INDUSTRY SUPPLY – KEY PLAYERS 

 
Source: Hartalega 

4Q22 NET PROFIT 
Company 4Q22 (RMm) qoq % chg yoy % chg Results 
Kossan -2.5 -111 -101 Below 
Hartalega -31.9 -212 -112 Below 
Supermax* -110.4 nm -331 Below 
Top Glove -168.2 -220 -191 Below 
Total -313.0 nm -144 

Source: Bloomberg, UOB Kay Hian 
*Restricted list. Expectations are derived from consensus projections. 
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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. 
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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 
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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 
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analyses or reports only to the extent required by law.  
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