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Malaysia 
 

Rubber Gloves 
Staying On The Sidelines  

 
Downgrade to Neutral. There is no change to any forecasts or TPs for 

the stocks under our coverage. However, we are downgrading our 

ratings on Top Glove (TP MYR6.10, 16x 2014 PER) and Hartalega (TP 

MYR5.40, 15x 2014 PER) to HOLD as their share prices have done 

well, and upside of 7% to our TPs no longer warrant a BUY call. We 

maintain our BUY rating on Kossan (TP MYR3.75, 10x 2014 PER) as a 

laggard play and value buy. The glove players’ long-term structural 

growth proposition nonetheless remains intact.  

High achievers in 2012. Top Glove’s share price bottomed in May 

2012 and has since risen by 38%, fuelled by its strong earnings 

recovery: quarterly earnings doubled YoY over 2Q-4Q12 (Feb-Aug 

2012), from a collapsed earnings base in 2011. Meanwhile, Hartalega’s 

share price has appreciated sharply, by 72% YTD, as the market finally 

recognises its leadership in the nitrile segment. Hartalega has re-rated 

as a result; its forward PER is now 14x, from 8x previously. 

Mitigating cost inflation ahead. Near-term newsflow for the sector will 

revolve around structural cost inflation (higher minimum wages effective 

Jan 2013 and an imminent gas tariff hike, potentially in Jun 2013) as 

well as competition in the nitrile segment. We have factored in the 

higher minimum wages and mild competition in the nitrile segment, but 

not the gas tariff hikes. Our FY13 EPS growth projections of 9%, 9% 

and 7% for Top Glove, Hartalega and Kossan respectively are 

underpinned by volume growth and flattish margins. 

Top Glove: Last quarter of a strong earnings rebound. Top Glove 

will be releasing its 1QFY8/13 (Sep-Nov 2012) results on 13 Dec 2012.  

We expect it to post a net profit of around MYR57m (-10% QoQ, +83% 

YoY). The strong YoY results are within expectations and will be the 

last time Top Glove posts double-digit YoY growth in a quarter. We 

think sequential earnings growth momentum will slow given the high 

earnings base, wage hikes and seasonally higher latex costs in 1H13. 

Our top pick is Kossan, with an unchanged TP of MYR3.75 (10x 2014 

PER): (i) its share price has barely moved over the last six months 

despite solid double-digit earnings growth; (ii) recent M&As for small-

cap Latexx Partner and Adventa were priced at 10-12x PER, higher 

than Kossan’s valuations; and (iii) with the removal of the two small-cap 

listings from Bursa in 2013, we expect more trade flows into Kossan, 

being the only investible mid-cap glove player in the sector. 

Sector comparison table                                                                  
Stock B’berg Rec Shr px Mkt cap TP  Basis of TP PER (x) 3-yr EPS Net yield (%) P/B (x) 

  (MK)  (MYR)  (MYRm)  (MYR)  (CY14 PER) CY13 CY14 CAGR (%) CY13 CY13 

Hartalega HART Hold 5.03 3,588.0 5.40 15x 15.3 14.0 10% 2.9 4.4 

Top Glove TOPG Hold 5.68 3,513.7 6.10 16x 15.7 14.8 7% 3.2 2.5 

Supermax * SUCB NR 1.96 1,333.1 NR NR 9.2 8.0 16% 3.0 2.3 

Kossan  KRI Buy 3.26 1,048.7 3.75 10x 9.7 8.7 9% 3.1 1.6 

Latexx Partner * LTX NR 2.30** 513.8 NR NR 10.5 8.8 10% 2.6 n.a. 

Adventa* ADV NR 2.10** 320.9 NR NR 13.1 12.0 n.a. 3.5 n.a. 

Average          12.2 11.1 10% 3.0 2.7 

(**) Buy-out or take-over offer price;  Sources: Maybank KE, Consensus (*)                                                                                                                             

Neutral (from Overweight) 
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Mitigating cost inflation ahead 

 

Bracing for wage hikes. There will be a minimum wage hike of around 

29% starting Jan 2013. Glovemakers which rely more on manual labour 

(i.e. Top Glove, Supermax) have been on a labour reduction drive, 

incurring capex of MYR70-80m each to improve automation levels as 

they plan to cut their unskilled workforce (involved in stripping, counting 

and stacking) by as much as 30% in 2013. The impact of the wage hike 

for Top Glove could be as little as 2% of total production cost in 2013, 

as a result of the decrease in the number of workers. In general, labour 

accounts for 8-9% of the glovemakers’ total production cost.  

Gas tariff hikes. Malaysia has missed two scheduled bi-annual 

MYR6/mmbtu gas tariff hikes (in Dec 2011 and Jun 2012) and will miss 

the third scheduled hike in Dec 2012. In total, the delayed hikes amount 

to MYR18/mmbtu, which would lift gas tariffs to MYR33/mmbtu (2.2x 

the current tariff of MYR15/mmbtu). However, we believe the 

government will phase out gas tariff hikes at the next review in Jun 

2013 rather than implementing a steep rise in gas tariffs. Gas accounts 

for 4-7% of glove producers’ total production cost. Implementing a tariff 

of MYR33/mmbtu will see glovemakers’ costs increasing by 5-8%. 

Latex input cost to trend up in 1H13. Glove-makers should also see 

their latex cost creeping up seasonally in Feb-May 2013 (due to the 

wintering season of the rubber trees), before it trends down again upon 

the normalisation of supply. We expect the higher latex cost to lead to 

higher NBR cost as well, given the ease of substitution between latex 

and NBR. 

Higher costs to be passed on. Because the cost inflation is an 

industry-wide phenomenon, we expect the higher costs (labour, gas 

and latex-NRB) in 2013 will be passed on as in the past. Nevertheless, 

margins will contract initially as there is a time lag of 2-3 months before 

costs can be fully passed on to customers. We maintain our forecasts, 

which already impute wage increases and a moderate rise in input 

costs in 1H13 but not the gas tariff hikes.  

 

 

 

Input costs trend: NBR still below NR latex 
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Competition in the nitrile segment 

 

Strong nitrile glove demand. We expect nitrile gloves to continue 

taking market share away from latex gloves in 2013, especially in 

Europe, where the latex:nitrile demand split is still skewed towards latex 

at 65:35 (vs. in the US, where the split is 30:70). This is due to the price 

competitiveness of nitrile gloves, with nitrile gloves (a premium 

substitute for latex powder-free gloves) priced on par with latex powder-

free gloves. Nitrile glove demand grew at around 20-30% in 2011-2012, 

and we expect the double-digit growth momentum to continue into 

2013.  

 

Planned expansion looks aggressive. However, we think the strong 

demand for nitrile gloves will be fully met by the new supply. The top 

four Malaysian producers alone (Supermax, Top Glove, Hartalega and 

Kossan) will add 13.1b pcs of nitrile capacity in 2013 vs. our estimated 

new global nitrile glove demand growth of 12b pcs (assuming a 20% 

growth rate in global nitrile glove demand). 

Led by Supermax (SUCB MK; Not Rated). The aggressive expansion 

is led by Supermax, which accounts for 51% of the total capacity 

increase. Supermax will add a total of 6.8b pcs of nitrile glove capacity 

in 2013, which will double its nitrile glove production capacity to 12b pcs 

p.a. (2.3x the current level). This is just a tad lower than Hartalega’s 

total annual capacity of 14b pcs by 2014 (12b pcs currently). 

Supermax’s new capacity will come onstream progressively; it will be 

able to produce 1.4b pcs more in 1Q13 and a further 5.4b pcs in 3Q13.  

Competition to be manageable. Nevertheless, if we adjust for timing 

and optimal utilisation levels, we estimate that the incoming new supply 

from the top four glovemakers in 2013 could be around 9b pcs. Though 

our estimated new demand of 12b pcs (+20% YoY) for 2013 exceeds 

the effective new supply of 9b pcs in the year, there is still a risk of 

more intense price competition. Additional supply has been coming into 

the market since 2011 with the increase in Malaysia’s export of nitrile 

gloves being 7b pcs in 2011.  

 

 

Nitrile glove taking market share away from latex 
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Earnings outlook  

 

Top Glove: 1QFY8/13 the last quarter of strong earnings rebound. 

Top Glove’s 1QFY8/13 (Sep-Nov 2012) results are due for release on 

13 Dec 2012. We expect the company to post a net profit of MYR58m, 

a significant YoY growth of 84%, due to a collapsed earnings base in 

1QFY8/12. On a QoQ basis, sales volume (+5% QoQ) and margins 

could be slightly higher (+0.8ppt QoQ) but net profit could be 9% 

weaker as the effective tax rate in 4QFY8/12 was exceptionally low at 

only 3%.  

We think sequential earnings growth momentum will slow given the 

high earnings base established this year, and with the impact of wage 

hikes and seasonally higher latex input cost in 1HCY13. Given that Top 

Glove’s production is still mostly skewed towards the latex segment 

(nitrile is only 14% of total sales), the margin pressure on the overall 

glove business is less of an issue at Top Glove. We forecast a 3-year 

(FY8/13-15) net profit CAGR of 7% on stronger sales volume and 

almost flattish EBITDA margins in FY8/14-15 (-0.4ppt from FY8/13.  

Hartalega: Volume-driven earnings growth. We expect sequential 

growth momentum to sustain given the progressive commercialisation 

of its Plant 6 (+36% in capacity, to 14b pcs). Out of the total of ten 

production lines planned, four have commenced operations and 

another six will come onstream by end-FY13. Additionally, capacity 

expansion from its NGC plant may come in mid-FY3/14. Hartalega aims 

to sacrifice its margin gains from improved productivity at its Plant 6 but 

will ensure that its overall margins remain intact.  

Hartalega’s prospective sales growth will be underpinned by demand 

growth in Europe. We forecast a 3-year (FY3/13-15) net profit CAGR of 

10% on stronger sales volume and lower EBITDA margins in FY3/14-15 

(-1.7ppts from FY3/13). 

 

 

Nitrile glove’s new demand-supply in 2013: New supply could be lower if 
adjust for timing and optimal utilisation levels   
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Kossan: Volume-driven earnings growth. Earnings growth in FY13 

will come from the full contribution of its new capacity (+14% to 14b 

pcs) which was added in Sep 2012 (nitrile gloves: +1b pcs p.a.) and 

Dec 2012 (surgical gloves: +700m pcs p.a.). Additionally, its cleanroom 

operation in China should also turn profitable in FY13 after a cleanup of 

the high inventory cost incurred by the previous management.  

Overall, the adverse impact of the wage hike (est. increase in total cost 

of MYR9m) could be mitigated by higher margins from surgical gloves 

(a value-added product) and a turnaround in the cleanroom business. 

We forecast a 3-year (FY13-15) net profit CAGR of 9%, on stronger 

sales volume and flattish EBITDA margins. 

Key risks to our forecasts are: (i) stronger-than-expected rubber 

demand from China’s auto market, which will shore up latex prices; (ii) 

price competition within the nitrile segment turning aggressive; (iii) 

steep gas price hikes; and (iv) a sharp appreciation of the Ringgit 

against the USD.  

 

 

Valuations 

 

Fair valuations. In terms of 1-year forward PER valuations, Top Glove 

now trades at 15.7x (similar to its historical average) and Hartalega 

trades at 15.3x (peak for Hartalega). We think the valuations are fair at 

this juncture until we see more conducive positive catalysts emerge. 

Kossan can go higher. Though Kossan now trades at its historical 1-

year forward PER average of 9.8x, we argue that its valuation can go 

higher: (i) recent M&As for small-cap (Latexx Partner and Adventa) 

were priced at higher 10-12x; and (ii) with the removal of the two small-

cap listings from Bursa in 2013, we see more trade flows into Kossan, 

being the only investible mid-cap. 

 
 

 
 

 

 

 

 

 

 

Historical 1-year fwd PER: Kossan can go higher 
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Share price performance in 2012: Kossan underperformed substantially 
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Financials and valuations: Top Glove  

 

Top Glove – Summary Earnings Table (based on MYR5.68 share price)                                 
FYE Aug (MYR m) 2011A 2012A 2013F 2014F 2015F 
Revenue 2,053.9  2,314.4  2,571.4  2,789.0  2,998.7  
EBITDA 195.8  297.9  343.7  368.5  390.3  
Recurring Net Profit 113.1  202.2  220.3  230.8  248.7  
Recurring Basic EPS (sen) 18.3  32.7  35.6  37.3  40.2  
EPS growth (%) (53.9) 78.7  9.0  4.7  7.8  
DPS (sen) 11.0  16.0  17.8  18.7  20.1  
      
PER 31.1  17.4  16.0  15.2  14.1  
EV/EBITDA (x) 16.6  10.8  9.3  8.7  8.1  
Div Yield (%) 1.9  2.8  3.1  3.3  3.5  
P/BV(x) 3.1  2.8  2.6  2.4  2.2  
      
Net Gearing (%) Cash Cash Cash Cash Cash 
ROE (%) 10.2  17.0  16.8  16.2  16.1  
ROA (%) 8.1  13.4  13.1  12.7  12.7  
Consensus Net Profit (MYR m) - - 223.3  248.3  278.5  

Source: Maybank KE 

 
INCOME STATEMENT (MYR m)      BALANCE SHEET (MYR m)     

FY Aug 2012A 2013F 2014F 2015F  FY Aug 2012A 2013F 2014F 2015F 

          

Revenue 2,314.4  2,571.4  2,789.0  2,998.7  Fixed Assets 741.2  830.1  906.9  983.1  

EBITDA 297.9  343.7  368.5  390.3  Other LT Assets 44.4  44.7  44.9  45.2  

Depreciation & Amortisation (69.2) (71.2) (83.2) (83.8) Cash/ST Investments 167.2  163.0  180.5  208.6  

Operating Profit (EBIT) 228.7  272.6  285.3  306.5  Other Current Assets 652.3  708.4  755.8  801.6  

Interest (Exp)/Inc 0.3  0.3  0.3  0.3  Total Assets 1,605.2  1,746.1  1,888.2  2,038.5  

Associates 12.2  8.3  8.6  9.8       
One-offs 0.0  0.0  0.0  0.0  ST Debt 0.2  0.2  0.2  0.2  

Pre-Tax Profit 241.2  281.1  294.2  316.5  Other Current Liabilities 284.5  310.7  332.8  354.2  

Tax (34.4) (56.2) (58.8) (63.3) LT Debt 2.8  2.8  2.8  2.8  

Minority Interest (4.6) (4.6) (4.6) (4.6) Other LT Liabilities 37.3  37.3  37.3  37.3  

Net Profit 202.2  220.3  230.8  248.7  Minority Interest 24.5  29.1  33.6  38.2  

Recurring Net Profit 202.2  220.3  230.8  248.7  Shareholders' Equity 1,255.9  1,366.1  1,481.4  1,605.8  

     Total Liabilities-Capital 1,605.2  1,746.1  1,888.2  2,038.5  

Revenue Growth % 12.7  11.1  8.5  7.5       
EBITDA Growth (%) 52.1  15.4  7.2  5.9  Share Capital (m) 618.6  618.6  618.6  618.6  

EBIT Growth (%) 70.4  19.2  4.7  7.4  Net Cash 308.5  304.2  321.8  349.8  

Net Profit Growth (%) 78.8  9.0  4.7  7.8  Non-Cash Working Capital 268.9  298.8  324.1  348.5  

Recurring Net Profit Growth (%) 78.8  9.0  4.7  7.8  Gross gearing (%) 0.2  0.2  0.2  0.2  

Tax Rate % 14.3  20.0  20.0  20.0       

          

          

CASH FLOW (MYR m)      RATES & RATIOS     

FY Aug 2012A 2013F 2014F 2015F  FY Aug 2012A 2013F 2014F 2015F 

          

Profit before taxation 241.2  281.1  294.2  316.5  EBITDA Margin % 12.9  13.4  13.2  13.0  

Depreciation 69.2  71.2  83.2  83.8  Op. Profit Margin % 9.9  10.6  10.2  10.2  

Non-cash working capital change (29.1) (29.9) (25.3) (24.4) Net Profit Margin % 8.7  8.6  8.3  8.3  

Cash tax paid (13.5) (56.2) (58.8) (63.3) ROE % 17.0  16.8  16.2  16.1  

Others (incl'd exceptional items) 8.2  (8.5) (8.9) (10.0) ROA % 13.4  13.1  12.7  12.7  

Cash flow from operations 276.0  257.7  284.3  302.6  Dividend Cover (x) 2.0  2.0  2.0  2.0  

Capex  (140.5) (160.0) (160.0) (160.0) Interest Cover (x) n.m. n.m. n.m. n.m. 

Disposal/(purchase) (31.1) 0.0  0.0  0.0  Asset Turnover (x) 1.4  1.5  1.5  1.5  

Others  0.0  0.0  0.0  0.0  Net Debt/ Equity (x) Cash Cash Cash Cash 

Cash flow from investing (171.6) (160.0) (160.0) (160.0) Debtors Turn (days) 51.3  51.3  51.3  51.3  

Net Debt raised/(repaid) (0.0) 0.0  0.0  0.0  Creditors Turn (days) 37.2  37.2  37.2  37.2  

Equity raised 0.9  0.0  0.0  0.0  Inventory Turn (days) 28.3  28.3  28.3  28.3  

Dividends (paid) (85.5) (110.2) (115.4) (124.3) Net Gearing % Cash Cash Cash Cash 

Net interest payments 7.9  8.3  8.6  9.8  Net Debt/ EBITDA (x) Cash Cash Cash Cash 

Others 0.0  0.0  0.0  0.0  Net Debt/ Market Cap (x) Cash Cash Cash Cash 

Cash flow from financing (76.7) (101.9) (106.8) (114.6)      

Change in cash 27.7  (4.3) 17.6  28.1       

          

          

Source: Company, Maybank KE 
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Financials and valuations: Hartalega 

 

Hartalega  – Summary Earnings Table (based on MYR5.03 share price)                                
FYE Aug (MYR m) 2011A 2012A 2013F 2014F 2015F 
Revenue 734.9  931.1  1,055.4  1,280.7  1,389.8  
EBITDA 267.9  288.2  330.1  378.8  413.5  
Recurring Net Profit 190.3  201.4  220.7  247.4  271.4  
Recurring Basic EPS (sen) 26.2  27.7  30.1  33.8  37.1  
EPS growth (%) 33.1  5.8  8.8  12.1  9.7  
DPS (sen) 10.5  10.8  13.6  15.2  16.7  
      
PER 19.2  18.2  16.7  14.9  13.6  
EV/EBITDA (x) 13.4  12.2  11.1  9.8  8.7  
Div Yield (%) 2.1  2.1  2.7  3.0  3.3  
P/BV(x) 7.4  5.9  5.0  4.2  3.6  
      
Net Gearing (%) Cash Cash Cash 1.7  Cash 
ROE (%) 38.5  32.5  29.8  28.2  26.4  
ROA (%) 30.1  26.8  22.5  21.9  22.7  
Consensus Net Profit (MYR m) - - 226.1  254.1  287.9  

Source: Maybank KE 

 
INCOME STATEMENT (MYR m)      BALANCE SHEET (MYR m)     

FY Mar 2012A 2013F 2014F 2015F  FY Mar 2012A 2013F 2014F 2015F 

          

Revenue 931.1  1,055.4  1,280.7  1,389.8  Fixed Assets 379.7  612.0  732.3  766.0  

EBITDA 288.2  330.1  378.8  413.5  Other LT Assets 0.4  0.4  0.4  0.4  

Depreciation & Amortisation (29.0) (47.7) (59.7) (66.4) Cash/ST Investments 163.2  131.7  110.0  117.6  

Operating Profit (EBIT) 259.2  282.4  319.1  347.1  Other Current Assets 208.6  236.4  286.9  311.3  

Interest (Exp)/Inc (0.8) (3.1) (6.0) (3.6) Total Assets 752.0  980.6  1,129.7  1,195.3  

Associates 0.0  0.0  0.0  0.0       

One-offs 0.0  0.0  0.0  0.0  ST Debt 12.6  12.6  12.6  12.6  

Pre-Tax Profit 258.4  279.3  313.1  343.5  Other Current Liabilities 67.4  74.6  87.7  94.0  

Tax (57.0) (58.7) (65.8) (72.1) LT Debt 12.1  112.1  112.1  22.1  

Minority Interest (0.1) 0.0  0.0  0.0  Other LT Liabilities 39.7  39.7  39.7  39.7  

Net Profit 201.4  220.7  247.4  271.4  Minority Interest 0.5  0.5  0.5  0.5  

Recurring Net Profit 201.4  220.7  247.4  271.4  Shareholders' Equity 619.7  741.1  877.2  1,026.4  

     Total Liabilities-Capital 752.0  980.6  1,129.7  1,195.3  

Revenue Growth % 26.7  13.4  21.3  8.5       

EBITDA Growth (%) 7.6  14.5  14.8  9.1  Share Capital (m) 727.1  732.2  732.2  732.2  

EBIT Growth (%) 6.7  9.0  13.0  8.8  Net Cash 138.6  7.0  (14.6) 82.9  

Net Profit Growth (%) 5.8  9.6  12.1  9.7  Non-Cash Working Capital 154.4  175.0  212.4  230.5  

Recurring Net Profit Growth (%) 5.8  9.6  12.1  9.7  Net gearing (%) 
 

Cash Cash 0.02  Cash 

Tax Rate % 22.0  21.0  21.0  21.0       

          

          

CASH FLOW (MYR m)      RATES & RATIOS     

FY Mar 2012A 2013F 2014F 2015F  FY Mar 2012A 2013F 2014F 2015F 

          

Profit before taxation 258.4  279.3  313.1  343.5  EBITDA Margin % 31.0  31.3  29.6  29.7  

Depreciation 29.0  47.7  59.7  66.4  Op. Profit Margin % 27.8  26.8  24.9  25.0  

Net interest receipts/(payments) 0.8  3.1  6.0  3.6  Net Profit Margin % 21.6  20.9  19.3  19.5  

Working capital change (45.9) (20.6) (37.4) (18.1) ROE % 32.5  29.8  28.2  26.4  

Cash tax paid (49.1) (58.7) (65.8) (72.1) ROA % 26.8  22.5  21.9  22.7  

Others (incl'd exceptional items) 0.0  0.0  0.0  0.0  Net Margin Ex. El % 21.6  20.9  19.3  19.5  

Cash flow from operations 193.3  250.8  275.7  323.2  Dividend Cover (x) 2.6  2.2  2.2  2.2  

Capex  (60.2) (280.0) (180.0) (100.0) Interest Cover (x) 116.0  54.1  36.3  62.4  

Disposal/(purchase) 0.1  0.0  0.0  0.0  Asset Turnover (x) 1.2  1.1  1.1  1.2  

Others  0.0  0.0  0.0  0.0  Asset/Debt (x) 30.5  7.9  9.1  34.5  

Cash flow from investing (60.1) (280.0) (180.0) (100.0) Debtors Turn (days) 43.5  43.5  43.5  43.5  

Debt raised/(repaid) (5.6) 100.0  0.0  (90.0) Creditors Turn (days) 21.2  21.2  21.2  21.2  

Equity raised/(repaid) 2.0  3.0  4.0  5.0  Inventory Turn (days) 38.2  38.2  38.2  38.2  

Dividends (paid) (87.4) (99.3) (111.3) (122.1) Net Gearing % Cash Cash Cash Cash 

Interest payments (0.8) (3.1) (6.0) (3.6) Debt/EBITDA (x) 0.1  0.4  0.3  0.1  

Others 4.9  (3.0) (4.0) (5.0) Debt/Market Cap (x) 0.0  0.0  0.0  0.0  

Cash flow from financing (86.9) (2.4) (117.3) (215.7)      

Change in cash 46.2  (31.6) (21.6) 7.5       

          

Source: Company, Maybank KE 
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Financials and valuations: Kossan 

 

Kossan  – Summary Earnings Table (based on MYR3.26 share price)                                 
FYE Dec (MYR m) 2010A 2011A 2012F 2013F 2014F 
Revenue 1,046.9  1,092.1  1,204.2  1,310.9  1,383.3  
EBITDA 181.7  161.7  178.3  190.2  202.7  
Recurring Net Profit 113.4  91.4  100.5  107.9  119.3  
Recurring Basic EPS (cents) 35.5  28.6  31.4  33.7  37.3  
EPS growth (%) (5.2) (19.4) 10.0  7.3  10.6  
DPS (cents) 8.0  4.0  6.0  10.0  11.0  
      
PER 9.2  11.4  10.4  9.7  8.7  
EV/EBITDA (x) 6.2  7.1  6.2  5.6  4.9  
Div Yield (%) 2.5  1.2  1.8  3.1  3.4  
P/BV(x) 2.4  2.1  1.8  1.6  1.4  
      
Net Gearing (%) 19.5  21.6  11.0  3.0  (5.4) 
ROE (%) 25.6  18.3  17.3  16.4  16.1  
ROA (%) 14.6  11.2  11.2  11.2  11.9  
Consensus Net Profit (MYR m) - - 105.7  118.7  132.3  

Source: Maybank KE 

 
INCOME STATEMENT (MYR m)      BALANCE SHEET (MYR m)     

FY Dec 2011A 2012F 2013F 2013F  FY Dec 2011A 2012F 2013F 2013F 

          

Revenue 1,092.1  1,204.2  1,310.9  1,383.3  Fixed Assets 434.0  450.1  462.2  473.4  

EBITDA 161.7  178.3  190.2  202.7  Other LT Assets 5.1  5.1  5.1  5.1  

Depreciation & Amortisation (39.9) (43.9) (47.9) (47.9) Cash/ST Investments 51.9  86.0  109.9  119.8  

Operating Profit (EBIT) 121.8  134.4  142.4  154.9  Other Current Assets 321.4  354.3  385.7  407.0  

Interest (Exp)/Inc (5.7) (5.1) (3.8) (1.8) Total Assets 812.4  895.6  963.0  1,005.4  

Associates 0.0  0.0  0.0  0.0       

One-offs 0.0  0.0  0.0  0.0  ST Debt 136.1  126.1  106.1  56.1  

Pre-Tax Profit 116.1  129.2  138.6  153.0  Other Current Liabilities 108.9  119.2  129.0  135.7  

Tax (23.2) (27.1) (29.1) (32.1) LT Debt 23.6  23.6  23.6  23.6  

Minority Interest (1.6) (1.6) (1.6) (1.6) Other LT Liabilities 35.3  35.3  35.3  35.3  

Net Profit 91.4  100.5  107.9  119.3  Minority Interest 9.7  11.3  12.9  14.4  

Recurring Net Profit 91.4  100.5  107.9  119.3  Shareholders' Equity 498.9  580.2  656.1  740.3  

     Total Liabilities-Capital 812.4  895.6  963.0  1,005.4  

Revenue Growth % 4.3  10.3  8.9  5.5       
EBITDA Growth (%) (11.0) 10.2  6.7  6.6  Share Capital (m) 319.7  319.7  319.7  319.7  

EBIT Growth (%) (17.4) 10.3  5.9  8.8  Net Cash 107.8  63.6  19.8  (40.2) 

Net Profit Growth (%) (19.4) 10.0  7.3  10.6  Non-Cash Working Capital 220.7  243.3  264.9  279.5  

Recurring Net Profit Growth (%) (19.4) 10.0  7.3  10.6  Net gearing (%) 
 

21.6  11.0  Cash Cash 
Tax Rate % 19.9  21.0  21.0  21.0       

          

          

CASH FLOW (MYR m)      RATES & RATIOS     

FY Dec 2011A 2012F 2013F 2013F  FY Dec 2011A 2012F 2013F 2013F 

          

Profit before taxation 116.1  129.2  138.6  153.0  EBITDA Margin % 14.8 14.8 14.5 14.7 

Depreciation 39.9  43.9  47.9  47.9  Op. Profit Margin % 11.2 11.2 10.9 11.2 

Net interest receipts/(payments) 5.7  5.1  3.8  1.8  Net Profit Margin % 8.4 8.3 8.2 8.6 

Working capital change (47.7) (22.6) (21.6) (14.6) ROE % 18.3 17.3 16.4 16.1 

Cash tax paid (22.2) (27.1) (29.1) (32.1) ROA % 11.2 11.2 11.2 11.9 

Others (incl'd exceptional items) (0.5) 0.0  0.0  0.0  Net Margin Ex. El % 8.4 8.3 8.2 8.6 

Cash flow from operations 91.3  128.5  139.6  156.0  Dividend Cover (x) 7.1 5.2 3.4 3.4 

Capex  (71.0) (60.0) (60.0) (59.0) Interest Cover (x) 12.3 14.8 17.5 25.9 

Disposal/(purchase) 0.0  0.0  0.0  0.0  Asset Turnover (x) 1.3 1.3 1.4 1.4 

Others  0.0  0.0  0.0  0.0  Asset/Debt (x) 5.1 6.0 7.4 12.6 

Cash flow from investing (71.0) (60.0) (60.0) (59.0) Debtors Turn (days) 52.6 52.6 52.6 52.6 

Debt raised/(repaid) (10.0) (10.0) (20.0) (50.0) Creditors Turn (days) 33.6 33.6 33.6 33.6 

Equity raised/(repaid) 0.0  0.0  0.0  0.0  Inventory Turn (days) 54.8 54.8 54.8 54.8 

Dividends (paid) (35.0) (19.2) (32.0) (35.2) Net Gearing % 21.6 11.0 3.0 (5.4) 

Interest payments (5.7) (5.1) (3.8) (1.8) Debt/EBITDA (x) 1.0 0.8 0.7 0.4 

Others 0.0  0.0  0.0  0.0  Debt/Market Cap (x) 0.2 0.1 0.1 0.1 

Cash flow from financing (50.7) (34.3) (55.8) (87.0)      

Change in cash (30.4) 34.1  23.8  10.0       

          

Source: Company, Maybank KE 
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES 
 

DISCLAIMERS 

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an 
offer to sell or a solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that 
each security’s price or value may rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental ratings. 
Technical ratings may differ from fundamental ratings as technical valuations apply different methodologies and are purely based on price and volume-related 
information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns may be less than the original sum 
invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does not 
take into account the specific investment objectives, the financial situation and the particular needs of persons who may rec eive or read this report. Investors 
should therefore seek financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or 
recommended in this report. 

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank 
Investment Bank Berhad, its subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of 
this report by MKE and it should not be relied upon as such. Accordingly, MKE and its officers, directors, associates, connected parties and/or employees 
(collectively, “Representatives”) shall not be liable for any direct, indirect or consequential losses or damages that may arise from the use or reliance of this 
report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior notice.  

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, 
“intend”, “plan”, “expect”, “forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be 
achieved and other similar expressions. Such forward looking statements are based on assumptions made and information currently available to us and are 
subject to certain risks and uncertainties that could cause the actual results to differ materially from those expressed in any forward looking statements. 
Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims any obligation to update or revise any such 
forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of unanticipated 
events.  

MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may,  to the extent permitted by law, from 
time to time participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or sol icit business 
from such issuers, and/or have a position or holding, or other material interest, or effect transactions, in such sec urities or options thereon, or other investments 
related thereto.  In addition, it may make markets in the securities mentioned in the material presented in this report.  MKE may, to the extent permitted by law, 
act upon or use the information presented herein, or the research or analysis on which they are based, before the material is published.  One or more directors, 
officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report.  

This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in 
whole or in part in any form or manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for the 
actions of third parties in this respect.  

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or 
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such 
circumstances as may be permitted by applicable law. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of 
investors. Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply based on geographical 
location of the person or entity receiving this report. 

Malaysia  

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental 
ratings as technical valuations apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia 
Securities Berhad in the equity analysis. 

Singapore 

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank 
KERPL”) in Singapore has no obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact 
Maybank KERPL in Singapore in respect of any matters arising from, or in connection with, this report. If the recipient of this report is not an accredited investor, 
expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), Maybank KERPL shall be legally liable for the 
contents of this report, with such liability being limited to the extent (if any) as permitted by law.  

Thailand 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the 
Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand 
and the market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The result, therefore, is from the 
perspective of a third party. It is not an evaluation of operation and is not based on inside information.The survey result is as of the date appearing in the 
Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. Maybank Kim Eng Securities (Thailand) 
Public Company Limited (“MBKET”) does not confirm nor certify the accuracy of such survey result.  

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of MBKET. 
MBKET accepts no liability whatsoever for the actions of third parties in this respect. 

US 

This research report prepared by MKE is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the 
Securities Exchange Act of 1934, as amended) only by Maybank Kim Eng Securities USA Inc (“Maybank KESUSA”), a broker -dealer registered in the US 
(registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the distribution of this report by Maybank KESUSA in 
the US shall be borne by Maybank KESUSA.  All resulting transactions by a US person or entity should be effected through a registered broker-dealer in the 
US. This report is not directed at you if MKE is prohibited or restricted by any legislation or regulation in any jurisdiction from making it available to you. You 
should satisfy yourself before reading it that Maybank KESUSA is permitted to provide research material concerning investments to you under relevant 
legislation and regulations.  

UK 

This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial 
Services Authority and is for Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial 
Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for the recipients convenience only, and that the firm does not take any 
responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this report should be considered as 
constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers. 
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DISCLOSURES 

Legal Entities Disclosures 

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938-H) which is a Participating Organization of Bursa 
Malaysia Berhad and a holder of Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This material is issued 
and distributed in Singapore by Maybank KERPL (Co. Reg No 197201256N) which is regulated by the Monetary Authority of Singapore. Indonesia: PT Kim 
Eng Securities (“PTKES”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK. Thailand: 
MBKET (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and 
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Definition of Ratings 

Maybank Kim Eng Research uses the following rating system: 

BUY Total return is expected to be above 10% in the next 12 months (excluding dividends) 

HOLD Total return is expected to be between -10% to +10% in the next 12 months (excluding dividends) 

SELL Total return is expected to be below -10% in the next 12 months (excluding dividends) 

Applicability of Ratings 

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only  

applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings 

as we do not actively follow developments in these companies. 

Some common terms abbreviated in this report (where they appear): 

Adex = Advertising Expenditure FCF = Free Cashflow PE = Price Earnings 

BV = Book Value FV = Fair Value PEG = PE Ratio To Growth 

CAGR = Compounded Annual Growth Rate FY = Financial Year PER = PE Ratio 

Capex = Capital Expenditure FYE = Financial Year End QoQ = Quarter-On-Quarter 

CY = Calendar Year MoM = Month-On-Month ROA = Return On Asset 

DCF = Discounted Cashflow NAV = Net Asset Value ROE = Return On Equity 
DPS = Dividend Per Share 
 

NTA = Net Tangible Asset ROSF = Return On Shareholders’ Funds 

EBIT = Earnings Before Interest And Tax P = Price WACC = Weighted Average Cost Of Capital 

EBITDA = EBIT, Depreciation And Amortisation P.A. = Per Annum YoY = Year-On-Year 

EPS = Earnings Per Share PAT = Profit After Tax  YTD = Year-To-Date 

EV = Enterprise Value PBT = Profit Before Tax  
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