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DESCRIPTION 
The world’s largest glove marker with over 2,000 
customers across 195 countries. 
 
 
12-month Target Price                                         RM9.70 
Current Price                                                        RM7.79 
Expected Return                                                    24.5% 
 
Market                               Main 
Sector               Rubber Gloves 
Bursa Code                                 7113 
Bloomberg Ticker                     TOPG MK 
Shariah-Compliant                                                     Yes  
 
 
SHARE PRICE CHART 

 

 
 
52 Week Range (RM)                                      1.40 – 9.77 
3-Month Average Vol (‘000)                                 76,235.9 
 
SHARE PRICE PERFORMANCE 
 

 1M 3M 6M 
Absolute Returns 6.2 67.5 307.9 
Relative Returns 7.8 49.3    238.7 

 
 
KEY STOCK DATA 
 

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

   63,397.2 
 8,138.3 

 
 
MAJOR SHAREHOLDERS 
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 Surprise On The Upside 
 
Top Glove registered a whopping 411.9% YoY growth for its FY20 net profit 
to RM1.87bn. Its performance was above both our and consensus 
projections at 122%. The commendable results were achieved mainly due to 
the steep ASP revision following the pandemic-led demand spike. With the 
supply of rubber gloves in the market continues to remain tight, we can 
expect the ASP for rubber gloves to stay elevated in the subsequent quarters 
and therefore, we raise our earnings forecast for FY21-22F by 203% to 354% 
to account for the higher ASP assumption. Given the unsustainable nature of 
such supernormal profits, we peg Top Glove’s CY21F earnings to a PE 
multiple of 10.5x (at +1SD of its 5-year historical mean), subsequently raising 
our TP to RM9.70 (from RM9.47 post bonus issue). Maintain Trading Buy. 
On a side note, Top Glove has also declared a final dividend of 8.5sen per 
share.  
 
§ Yet another outstanding quarter. Top Glove’s revenue for 4QFY20 

jumped 161% YoY to RM3.1bn, as a result of an aggressive ASP 
upward revision of 80% YoY. Additional capacities that came on stream 
also boosted sales quantity by 42.8% YoY to 18bn pcs. In order to 
capture the booming demand, utilization rate for its plants remained 
close to the 100% level. Improved operational efficiency, coupled with 
lower raw material costs (Nitrile: -16% YoY; Latex: -8% YoY), have 
resulted in margin expansion. Top Glove’s PAT margin grew by 34.9 
ppts to 41.6% and reported a PATAMI of RM1.29bn in 4QFY20.   

 
§ Raw material prices on the rise. Given the current supply shortage of 

nitrile butadiene in the market, raw material cost for nitrile gloves is 
expected to increase by c.10% on a MoM basis going forward. Note that 
nitrile gloves make up c.47% of Top Glove’s total sales volume currently, 
while the raw material cost constitutes c. 44% of the nitrile gloves’ 
production cost. Therefore, the quantum of cost increase in terms of total 
cost is estimated to be c.2%, which we believe can be sufficiently 
compensated by the expected increase in ASP.  

 
§ Outlook still positive. Top Glove has guided further upward revision in 

its ASP in the coming months. ASP for nitrile gloves are expected to 
increase by 30% and c.10% in October and November, while latex 
gloves’ ASP are likely to raise by 5% MoM in both October and 
November. As for spot orders, it is currently priced at c.USD120 per 
thousand pieces and 30% of Top Glove’s total capacity has been 
allocated for spot orders. As such, we lift our earnings forecast for FY21-
22F by 203% to 354%, as we incorporate the effects of higher ASP and 
increased production capacity into our earnings projections. However, 
we reiterate that such supernormal profits are not sustainable in nature 
and earnings growth should be tapering off from FY22F onwards. 

 
 
 
KEY FORECAST TABLE  

FYE Aug (RMm) 2019A 2020A 2021F 2022F 2023F CAGR 
Revenue 4,801.1 7,236.3 17,827.9 12,345.9 10,672.9 22.1% 
Gross Profit 884.0 2,312.9 11,664.8 5,655.9 3,547.7 41.5% 
Pre-tax Profit 423.6 2,301.4 10,554.0 4,862.1 2,828.4 60.7% 
Net Profit 364.7 1,867.0 9,147.0 4,211.4 2,447.8 61.0% 
EPS (Sen) 4.5 23.3 112.4 51.7 30.1  
P/E (x) 172.5 33.4 6.9 15.0 25.8  
DPS (Sen) 2.3 11.8 56.2 25.9 16.5  
Dividend Yield 
(%) 

0.3 1.5 7.2 3.3 2.1  
 Source: Company, PublicInvest Research estimates 
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Table 1: Results Summary 

 FYE Aug (RM 
m)  4Q20 4Q19 3Q20 

YoY  
chg  
(%) 

QoQ  
chg  
(%)  

YTD20 YTD19 
YoY  
chg  
(%) 

Comments 

 Revenue  3,109.1 1,189.6 1,688.3 161.4 84.2 7,236.3 4,801.1 50.7 

Supported by steep 
ASP hike as well as 
new capacities coming 
on stream that 
boosted sales volume. 

 Cost of sales  -1,500.1 -1,098.6 -1,251.3 36.5 19.9 -4,939.9 -4,339.6 13.8  
 Profit from 
operations  1,627.6 98.6 437.0 1,551.0 272.5 2,348.5 505.9 364.3 

 

 Finance costs  -3.0 -21.0 -5.8 -85.8 -48.2 -45.6 -79.6 -42.7  
 Associate  -1.1 -1.6 -2.1 -29.5 -47.6 -1.4 -2.7 -46.6  
 Pretax profit    1,623.6 76.0 422.0 2,036.5 284.7 2,301.4 423.6 443.3  
 Taxation   -297.5 0.0 -72.0 NM 313.3 -397.6 -56.0 609.4  
 Minority interest   -34.0 -0.2 -2.1 NM NM -36.8 -2.9 1,183.7  
 Net Profit    1,292.0 75.8 347.9 1,603.4 271.4 1,867.0 364.7 412.0  
          
 EBIT Margin  52.4% 8.3% 25.9%   32.5% 10.5%   
 PBT Margin  52.2% 6.4% 25.0%   31.8% 8.8%   

 Net Margin  41.6% 6.4% 20.6%   25.8% 7.6%  

Strong margin 
expansion as a result 
of better operating 
efficiency and higher 
ASP. 

 Effective tax rate  18.3% 0.0% 17.1%   17.3% 13.2%   
          

 Geographical Revenue           

 Malaysia  2,681.7 974.2 1,443.2 175.3 85.8 6,226.2 4,082.9 52.5  
 Thailand  239.5 87.1 122.3 175.1 95.8 539.1 397.0 35.8  
 China  70.3 16.2 24.7 334.6 184.8 127.5 88.7 43.7  
 Others  87.6 112.2 128.1 -22.0 -31.6 343.5 233.1 47.4  

Source: Company 
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KEY FINANCIAL DATA 
 
INCOME STATEMENT DATA 

FYE Aug (RM m) 2019A 2020A 2021F 2022F 2023F 
Revenue 4,801.1 7,236.3 17,827.9 12,345.9 10,672.9 

Cost of sales -3,917.1 -4,923.4 -6,163.1 -6,690.0 -7,125.3 

Gross Profit 884.0 2,312.9 11,664.8 5,655.9 3,547.7 

Finance Costs -79.6 -45.6 -68.4 -67.9 -64.9 

Pre-tax Profit 423.6 2,301.4 10,554.0 4,862.1 2,828.4 

Income Tax -56.0 -397.6 -1,396.3 -643.3 -374.2 

Effective Tax Rate (%) 13.2 17.3 13.2 13.2 13.2 

Minorities -2.9 -36.8 -10.6 -7.4 -6.4 

Net Profit 364.7 1,867.0 9,147.0 4,211.4 2,447.8 

      

Growth      

Revenue 14% 51% 129% -31% -14% 

Gross Profit 5% 162% 302% -52% -37% 

Net Profit -15% 412% 367% -54% -42% 
 Source: Company, PublicInvest Research estimates 

 
BALANCE SHEET DATA 

FYE Aug (RM m) 2019A 2020A 2021F 2022F 2023F 

Property, Plant & Equipment 2,463.5 3,034.8 2,623.0 2,574.6 2,514.6 

Cash and Cash Equivalents 158.8 1,210.4 3,937.5 6,639.6 7,963.3 

Receivables, deposits and prepayment 596.5 803.1 2,231.6 1,545.4 1,336.0 

Other Assets 2,429.9 3,624.7 2,818.1 2,891.3 2,951.2 

Total Assets 5,648.7 8,672.9 11,610.3 13,650.9 14,765.1 

Payables 470.6 670.7 892.5 920.2 966.7 

Borrowings 2,420.7 540.8 2,263.5 2,163.3 2,123.1 

Deferred tax  153.0 160.6 159.7 159.7 159.7 

Other Liabilities 161.3 991.2 93.7 101.1 107.5 

Total Liabilities  3,205.5 2,363.3 3,409.4 3,344.3 3,357.0 

Shareholders’ Equity 2,443.2 6,309.7 8,090.2 10,195.9 11,297.4 

Total Equity and Liabilities 5,648.7 8,672.9 11,610.3 13,650.9 14,765.1 
 Source: Company, PublicInvest Research estimates 
 

PER SHARE DATA & RATIOS 

FYE Aug 2019A 2020A 2021F 2022F 2023F 

Book Value Per Share 0.3 0.8 3.2 4.0 4.4 

NTA Per Share 1.7 0.7 2.7 3.5 3.9 

EPS (Sen) 14.5 23.3 112.4 51.7 30.1 

DPS (Sen) 7.5 11.8 56.2 25.9 16.5 

Payout Ratio (%) 52.0 51.0 50.0 50.0 55.0 

ROA (%) 6.5 21.5 79.6 31.2 16.7 

ROE (%) 14.9 29.6 113.2 41.4 21.7 
 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. 
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