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RUBBER GLOVES

Hartalega's principal activity is in the
manufacture of premium medical grade rubber
gloves.
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OMFY12 Results Review

Hartalega Holdings

In Good Form, as Usual

Hartalega’s 9MFY12 results were within expectations. Overall, there was a slight
improvement in revenue and net profit, bolstered by a higher sales volume and
better selling prices of gloves, besides more efficient production and better cost
control. Separately, the group announced a 1-for-1 bonus issue and 1-for-5 free
warrants to enhance liquidity in its stock and attract new investors. Maintain Buy,
with a higher fair value of RM9.39 as we roll forward our valuation to FY13 as well
as peg a higher PE of 15x in tandem with the improving liquidity in its stock.

Within expectations. The 9MFY12 results were within consensus and our expectations,
making 74% and 73% of the FY12 forecasts. Overall, both the company's 3QFY12
revenue and net profit of RM242.0m and RM50.7m increased 5.4% and 9.8% q-0-q,
contributed by the higher selling prices of gloves and a higher production capacity. This
was further boosted by more efficient production and better cost controls. We note a
reduction in its forex net loss of only RM0.2m versus the 2QFY12 forex net loss of
RM6.6m. Finally, on a YTD comparison, the higher selling price of gloves coupled with
higher production capacity also led to 9MFY12 revenue and net profit rising by 27.4% and
10.1% respectively.

1-for-1 bonus issue and free 1-for-5 free warrant. Separately, Hartalega also
announced a bonus issue and free warrants exercise to improve the liquidity of its stock
and at the same time attract investors with a higher risk appetite to invest in its warrants.
Upon completion of the bonus issue, the company’s share base would double to 728.8m
shares. The proposed warrants have a tenure of 3 years and can be exercised at any time
within years 2 and 3.

Maintain Buy. We have also raised our fair value for Hartalega to RM9.39 (previously
RM7.40) as we roll forward our valuation to FY13 as well as raise our PE valuation to 15x
(previously 13x) given the impending improvement in its share liquidity. Hartalega is the
world’s leading producer of nitrile gloves. Upon completion of the bonus issue, our fair
value would be adjusted to RM4.27, after factoring in the potential earnings dilution from
the free warrants.

FYE Mar (RMm) FYO09 FY10 FY11 FY12f FY13f
Revenue 443.2 571.9 734.9 767.9 866.3
Net Profit 84.5 143.1 190.1 206.9 227.6
% chg y-o-y 215 69.3 32.8 8.8 10.0
Consensus - - - 204.0 233.0
EPS (sen) 23.3 39.4 52.3 56.9 62.6
DPS (sen) 12.0 20.0 22.0 25.0 25.0
Dividend yield (%) 15 25 2.8 3.1 3.1
ROE (%) 38.9 46.9 44.8 36.7 31.9
ROA (%) 26.3 33.7 34.3 29.8 27.0
PER (x) 34.3 20.2 15.2 14.0 12.7
BV/share (RM) 0.70 0.97 1.36 1.74 2.19
P/BV (x) 12.5 9.0 6.4 4.9 3.9
EV/ EBITDA (X) 25.7 14.5 11.1 10.7 9.7
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Results Table (RMm)

Results Table (RMm)

FYE Mar

Revenue
EBIT

Net interest
expense
Associates
PBT

Tax

MI

Net profit
EPS (sen)
DPS (sen)
EBIT margin
NTA/share (RM)

3012

242.0
64.3
-0.4

0.0
63.9
-13.2
0.0
50.7
13.9
6.0
26.6%
1.61

2Q12

229.5
60.0
-0.4

0.0
59.6
-13.4
0.0
46.2
12.7
6.0
26.1%
1.53

Q-0-Q
chg

5.4%
7.2%

-10.7%

7.3%
-1.1%

9.8%

YTD
FY12

690.9
1955
-1.3

0.0
194.1
-42.5
0.1
151.6
41.7
9.0
28.3%
1.61

YTD
FY11l

542.4
179.0
-1.9

0.0
177.1
-39.2
-0.1
137.8
37.9
9.0
33.0%
1.36

Y-0-Y
chg

27.4%
9.2%
-29.3%
9.6%
8.5%

10.1%

Comments

Higher due to higher selling prices of gloves and
higher production capacity.

Higher in line with the higher revenue, more efficient
production and better cost control.

Movement in line with EBIT
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EARNINGS FORECAST

FYE Mar (RMm) FY09 FY10 FY11 Fy12f FY13f
Turnover 443.2 571.9 734.9 767.9 866.3
EBITDA 1135 197.9 254.9 263.3 288.0
PBT 95.5 177.9 243.3 241.4 264.6
Net Profit 84.5 1431 190.1 206.9 227.6
EPS (sen) 23.3 394 52.3 56.9 62.6
DPS (sen) 12.0 20.0 22.0 25.0 25.0
Margin

EBITDA (%) 25.6 34.6 34.7 30.0 30.0
PBT (%) 21.6 31.1 33.1 31.4 30.5
Net Profit (%) 19.1 25.0 25.9 26.9 26.3
ROE (%) 38.9 46.9 44.8 36.7 31.9
ROA (%) 26.3 33.7 34.3 29.8 27.0
Balance Sheet

Fixed Assets 246.4 292.9 348.9 359.5 382.7
Current Assets 126.2 183.5 282.4 399.2 542.4
Total Assets 372.6 476.5 631.3 758.7 925.1
Current Liabilities 49.4 66.4 75.4 63.2 69.2
Net Current Assets 76.8 1171 207.0 336.0 473.2
LT Liabilities 67.5 55.5 61.3 61.3 61.3
Shareholders Funds 255.6 354.3 494.3 634.0 794.3
Net Gearing (%) 7.6 net cash net cash net cash net cash
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OSK Research Guide to Investment Ratings

: Share price may exceed 10% over the next 12 months

: Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain
: Share price may fall within the range of +/- 10% over the next 12 months
: Target price has been attained. Look to accumulate at lower levels
: Share price may fall by more than 10% over the next 12 months
: Stock is not within regular research coverage

All research is based on material compiled from data considered to be reliable at the time of writing. However, information and opinions expressed will be
subject to change at short notice, and no part of this report is to be construed as an offer or solicitation of an offer to transact any securities or financial
instruments whether referred to herein or otherwise. We do not accept any liability directly or indirectly that may arise from investment decision-making
based on this report. The company, its directors, officers, employees and/or connected persons may periodically hold an interest and/or underwriting
commitments in the securities mentioned.

Distribution in Singapore

This research report produced by OSK Research Sdn Bhd is distributed in Singapore only to "Institutional Investors", "Expert Investors" or "Accredited
Investors" as defined in the Securities and Futures Act, CAP. 289 of Singapore. If you are not an "Institutional Investor", "Expert Investor" or "Accredited
Investor", this research report is not intended for you and you should disregard this research report in its entirety. In respect of any matters arising from,
or in connection with, this research report, you are to contact our Singapore Office, DMG & Partners Securities Pte Ltd ('DMG").

All Rights Reserved. No part of this publication may be used or re-produced without expressed permission from OSK Research.
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