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DESCRIPTION 
The world’s largest glove marker with over 2,000 
customers across 195 countries. 
 
 
12-month Target Price                                         RM4.15 
Current Price                                                        RM4.87 
Expected Return                                                   -14.8% 
 
Market                               Main 
Sector               Rubber Gloves 
Bursa Code                                 7113 
Bloomberg Ticker                     TOPG MK 
Shariah-Compliant                                                     Yes  
 
 
SHARE PRICE CHART 

 

 
 
52 Week Range (RM)                                         4.24-6.36 
3-Month Average Vol (‘000)                                   4,829.7 
 
SHARE PRICE PERFORMANCE 
 

 1M 3M 6M 
Absolute Returns 1.2 9.6 -12.0 
Relative Returns -4.2 10.2 -11.7 

 
 
KEY STOCK DATA 
 

Market Capitalisation (RMm) 
No. of Shares (m) 

    12,476.5 
 2,561.9 

 
 
MAJOR SHAREHOLDERS 
 

          % 
Tan Sri Lim Wee Chai 
Firstway United Corp 
EPF 

     28.6 
      7.2 
      6.4 
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 Dragged By Higher Input Costs 
 
Top Glove reported a weak set of results with 9MFY19 earnings falling by 
12.5% YoY to RM290.5m. This came in below both our and street estimates at 
67% and 63% respectively. The discrepancy in our forecast was due to lower 
operating cost assumption. Lackluster results were attributed to the sharp rise in 
raw material prices and time lag in fully passing on the higher costs, which 
usually takes 2-3 months. Top Glove’s margins were compressed as a result. 
To account for the higher cost, we revise our operating cost assumption 
upwards and cutting our FY19F and FY20F earnings by 10% and 5% 
respectively. We reiterate our Underperform call but our TP is revised up to 
RM4.15 (RM3.75 previously) as we rollover our valuation to CY20, based on 
22x PER, which is in line with 5-year sector average. Top Glove also declared 
an interim dividend of 3.5sen per share, unchanged compared to last year.  
 
§ Revenue improved but hit by higher cost. Top Glove reported revenue 

of RM1.19bn (+2.6% QoQ) in 3QFY19, underpinned by stronger sales 
(+2% QoQ). ASP for nitrile gloves was revised upwards marginally (+3% 
QoQ), but the ASP for latex gloves was flat (-1% QoQ), despite the sharp 
increase in natural rubber prices (+22% QoQ). Time lag in ASP revision 
and intensified competition has resulted in margins erosion. 
Correspondingly, EBIT fell 28.3% QoQ to RM150.7m and EBIT margins 
declined to 8.8% this quarter (as opposed to 12.5% in 2QFY19). Lower tax 
expense of RM7.1m, due to the reversal of overprovision in income tax, has 
helped to slightly cushion the impact of latex prices increase. Net profit was 
also down by 29.5% QoQ to RM75.2m.  
 

§ Segmental Information. In this quarter, China operation continues to 
suffer from a loss of RM1.8m, due to the oversupply condition of vinyl 
gloves in China. The sales volume of vinyl gloves fell by 32% QoQ. ASP for 
vinyl gloves fell c.28% YoY to USD11.50 per thousand pieces. Thailand 
also reported lower profit of RM3.5m (-35%QoQ), in tandem with the lower 
revenue of RM91m (-5.7% QoQ) reported. 

 
§ Aspion. Contributed RM139.4m to the Group’s topline this quarter. 

Impairment assessment conducted showed that no impairments needed to 
be made at this juncture, since Aspion is able to generate sufficient 
cashflow to offset the goodwill recorded in the books of Top Glove. While 
the Group remains committed to make Aspion more profitable going 
forward, Aspion is not expected to contribute to the Group’s bottomline 
meaningfully in the near term.  

 
§ Outlook. F32 1st Phase (+2.2bn pcs p.a) has begun production 

approximately one month back, with 8 lines commissioned. Plant F33 
(+1.2bn pcs p.a) has also recently began producing. Construction of vinyl 
glove plant in Vietnam is underway, which will allow Top Glove to take 
advantage of the lower labor and lower energy cost considering that 
factories can use coal-fired burners in Vietnam. The vinyl glove factory is 
expected to be ready by mid CY2020.  

 

 
KEY FORECAST TABLE  

FYE Aug (RM m) 2017A 2018A 2019F 2020F 2021F CAGR 
Revenue 3,409.2 4,214.5 4,643.2 5,079.3 5,597.9 13.2% 
Gross Profit 605.3 846.9 886.6 1,012.9 1,140.1 17.1% 
Pre-tax Profit 385.0 528.6 482.6 576.0 664.4 14.6% 
Net Profit 328.4 434.2 392.9 469.3 541.5 13.3% 
EPS (Sen) 12.8 17.0 15.4 18.3 21.2  
P/E (x) 34.9 26.3 29.2 24.4 21.2  
DPS (Sen) 7.1 8.5 7.7 9.2 10.6  
Dividend Yield (%) 1.6 0.0 0.0 0.0 0.0  

 Source: Company, PublicInvest Research estimates 
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Table 1: Results Summary 
 FYE Aug  
(RM m)  

3Q19 3Q18 2Q19 YoY  
chg  
(%) 

QoQ  
chg  
(%)  

YTD19 YTD18 YoY  
chg  
(%) 

Comments 

 Revenue  1,190.2 1,100.6 1,160.0 8.1 2.6 3,612.2 2,997.1 20.5 

Attributed to sales 
volume growing 
marginally (+2.0% 
QoQ), despite ASP 
for NR gloves falling 
1% QoQ and NBR 
gloves up 3% QoQ. 

 Cost of sales  -1,101.1 -964.0 -1,025.1 14.2 7.4 -3,239.6 -2,633.9 23.0  
 Profit from 
operations  

104.2 147.3 145.3 -29.3 -28.3 409.3 395.4 3.5  

 Finance costs  -20.0 -12.7 -19.9 58.0 0.8 -58.6 -17.0 244.7  
 Associate  -1.9 -0.5 0.0 320.7 NM -1.1 2.4 NM  
 Pretax profit    82.2 134.2 125.5 -38.7 -34.5 349.6 380.7 -8.2  

 Taxation   -7.1 -14.8 -18.8 -52.4 -62.5 -56.1 -45.4 23.5 
Lower tax due to 
reversal of income 
tax provision. 

 Minority interest   -0.5 -1.8 -0.9 -71.2 -40.9 -3.0 -3.3 -8.2  

 Net Profit    74.7 117.6 105.8 -36.5 -29.4 290.5 332.0 -12.5 

Weak profit was a 
result of delay in 
passing on the 
higher raw material 
costs. 

          
 EBIT Margin  8.8% 13.4% 12.5%   11.3% 13.2%   
 PBT Margin  6.9% 12.2% 10.8%   9.7% 12.7%   
 Net Margin  6.3% 10.7% 9.1%   8.0% 11.1%   
 Effective tax rate  8.6% 11.0% 15.0%   16.0% 11.9%   
          
 Geographical Revenue           

 Malaysia  1,039.4 923.0 991.6 12.6 4.8 3,108.8 2,466.9 26.0  
 Thailand  91.0 102.0 96.5 -10.7 -5.7 310.0 295.9 4.8  
 China  18.3 46.5 24.6 -60.6 -25.5 72.6 140.8 -48.5  
 Others  41.5 29.1 47.2 42.8 -12.1 120.8 93.5 29.2  

 
Source: Company 
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KEY FINANCIAL DATA 
 
INCOME STATEMENT DATA 

FYE Aug (RM m) 2017A 2018A 2019F 2020F 2021F 

Revenue 3,409.2 4,214.5 4,643.2 5,079.3 5,597.9 

Cost of sales -2,803.9 -3,367.6 -3,756.6 -4,066.4 -4,457.8 

Gross Profit 605.3 846.9 886.6 1,012.9 1,140.1 

Other Gains / (Losses) -214.0 -283.0 -360.2 -395.5 -437.6 

Finance Costs -6.3 -35.3 -43.8 -41.3 -38.1 

Pre-tax Profit 385.0 528.6 482.6 576.0 664.4 

Income Tax -54.5 -90.7 -86.9 -103.7 -119.6 

Effective Tax Rate (%) 14.2 17.2 18.0 18.0 18.0 

Minorities 0.1 -3.7 -2.8 -3.0 -3.4 

Net Profit 330.7 434.2 392.9 469.3 541.5 

      

Growth      

Revenue 18% 24% 10% 9% 10% 

Gross Profit 2% 40% 5% 14% 13% 

Net Profit -9% 32% -10% 19% 15% 

 Source: Company, PublicInvest Research estimates 

 
BALANCE SHEET DATA 

FYE Aug (RM m) 2017A 2018A 2019F 2020F 2021F 

Property, Plant & Equipment 1,498.5 2,064.8 2,190.6 2,300.6 2,394.8 

Cash and Cash Equivalents 240.1 164.8 214.7 130.7 100.0 

Receivables, deposits and prepayment 419.3 646.2 587.0 642.1 707.6 

Other Assets 832.3 2,394.7 2,344.3 2,380.4 2,426.4 

Total Assets 2,990.2 5,270.6 5,336.5 5,453.7 5,628.9 

Payables 418.8 499.7 512.2 555.1 608.8 

Borrowings 376.4 2,212.9 2,067.0 1,903.7 1,640.4 

Deferred tax  68.3 94.7 94.7 94.7 94.7 

Other Liabilities 71.5 84.8 87.6 90.6 94.0 

Total Liabilities  934.9 2,892.1 2,761.5 2,644.1 2,437.9 

Shareholders’ Equity 2,055.2 2,378.5 2,574.9 2,809.6 3,080.3 

Total Equity and Liabilities 2,990.2 5,270.6 5,336.5 5,453.7 5,628.9 

 Source: Company, PublicInvest Research estimates 
 
PER SHARE DATA & RATIOS 

FYE Aug 1.6 1.9 1.0 1.1 1.2 

Book Value Per Share 1.6 0.8 0.5 0.6 0.7 

NTA Per Share 12.8 17.0 15.4 18.3 21.2 

EPS (Sen) 14.5 17.0 7.7 9.2 10.6 

DPS (Sen) 55.5 50.1 50.0 50.0 50.0 

Payout Ratio (%) 11.1 8.3 7.4 8.7 9.7 

ROA (%) 16.1 18.4 15.4 16.8 17.7 

ROE (%) 1.6 1.9 1.0 1.1 1.2 

 Source: Company, PublicInvest Research estimates  
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RATING CLASSIFICATION 
 
STOCKS 

OUTPERFORM The stock return is expected to exceed a relevant benchmark’s total of 10% or higher over the next 12months. 

NEUTRAL  The stock return is expected to be within +/- 10% of a relevant benchmark’s return over the next 12 months. 

UNDERPERFORM The stock return is expected to be below a relevant benchmark’s return by -10% over the next 12 months. 

TRADING BUY The stock return is expected to exceed a relevant benchmark’s return by 5% or higher over the next 3 months but the 
underlying fundamentals are not strong enough to warrant an Outperform call. 

TRADING SELL The stock return is expected to be below a relevant benchmark’s return by -5% or more over the next 3 months. 

NOT RATED The stock is not within regular research coverage. 

 

SECTOR 

OVERWEIGHT The sector is expected to outperform a relevant benchmark over the next 12 months. 

NEUTRAL  The sector is expected to perform in line with a relevant benchmark over the next 12 months. 

UNDERWEIGHT The sector is expected to underperform a relevant benchmark over the next 12 months. 
 
 
DISCLAIMER 
 
This document has been prepared solely for information and private circulation only. It is for distribution under such circumstances as may be 
permitted by applicable law. The information contained herein is prepared from data and sources believed to be reliable at the time of issue of 
this document. The views/opinions expressed herein are subject to change without notice and solely reflects the personal views of the analyst(s) 
acting in his/her capacity as employee of Public Investment Bank Berhad (“PIVB”). PIVB does not make any guarantee, representations or 
warranty neither expressed or implied nor accepts any responsibility or liability as to its fairness liability adequacy, completeness or correctness 
of any such information and opinion contained herein. No reliance upon such statement or usage by the addressee/anyone shall give rise to any 
claim/liability for loss of damage against PIVB, Public Bank Berhad, its affiliates and related companies, directors, officers, connected 
persons/employees, associates or agents.  
 
This document is not and should not be construed or considered as an offer, recommendation, invitation or a solicitation of an offer to purchase 
or subscribe or sell any securities, related investments or financial instruments. Any recommendation in this document does not have regards to 
the specific investment objectives, financial situation, risk profile and particular needs of any specific persons who receive it. We encourage the 
addressee of this document to independently evaluate the merits of the information contained herein, consider their own investment objectives, 
financial situation, particular needs, risks and legal profiles, seek the advice of their, amongst others, tax, accounting, legal, business 
professionals and financial advisers before participating in any transaction in respect of any of the securities of the company(ies) covered in this 
document.  
 
PIVB, Public Bank Berhad, our affiliates and related companies, directors, officers, connected persons/employees, associates or agents may own 
or have positions in the securities of the company(ies) covered in this document or any securities related thereto and may from time to time add 
or dispose of, or may be materially interested in, any such securities. Further PIVB, Public Bank Berhad, our affiliates and related companies, 
associates or agents do and/or seek to do business with the company(ies) covered in this document and may from time to time act as market 
maker or have assumed an underwriting commitment in the securities of such company(ies), may sell them or buy them from customers on a 
principal basis, may have or intend to accommodate credit facilities or other banking services and may also perform or seek to perform 
investment banking, advisory or underwriting services for or relating to such company(ies) as well as solicit such investment advisory or other 
services from any entity mentioned in this document. The analyst(s) and associate analyst(s) principally responsible for the preparation of this 
document may participate in the solicitation of businesses described aforesaid and would receive compensation based upon various factors, 
including the quality of research, investor client feedback, stock pickings and performance of his/her recommendation and competitive factors. 
The analyst(s) and associate analyst(s) may also receive compensation or benefit (including gift and company/issuer-sponsored and paid trips in 
line with the Bank’s policies) in executing his/her duties. Hence, the addressee or any persons reviewing this document should be aware of the 
foregoing, amongst others, may give rise to real or potential conflicts of interest. 
 
Published and printed by: 
PUBLIC INVESTMENT BANK BERHAD (20027-W) 
9th Floor, Bangunan Public Bank 
6, Jalan Sultan Sulaiman 
50000 Kuala Lumpur 
T 603 2268 3000 
F 603 2268 3014 
Dealing Line 603 2268 3129 
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