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Gloves UNDERWEIGHT 
Oversupply to Persist ↓ 
By Raymond Choo Ping Khoon l pkchoo@kenanga.com.my 
 
Downgrade to Underweight from Neutral. Indications from our supply-demand analysis are pointing 
towards excess capacity in the sector spanning the next two years. Hence, we expect the weak operating 
environment to continue to weigh down glove makers over the medium term to long-term. Specifically, 
industry leader TOPGLOV’s recently released results are already indicating weaker earnings ahead for 
glove makers suggesting that earnings have yet to bottom out. This is due to crimped margins arising from 
the mismatch between ASP and inability to fully past cost through, further exacerbated by low industry 
plant utilization averaging 50-60% which appears to likely persist over the medium term. The situation is 
further aggravated by the softening demand as evident from the low utilization rate of glove players leading 
to oversupply putting pressure on ASP coupled with customers’ reluctance to commit to sizeable orders as 
they expect selling prices to ease further. Our ratings are as follows: HART (MP; TP: RM2.90), TOPGLOV 
(UP; TP: RM0.80), KOSSAN (UP; TP: RM1.25) and SUPERMX (UP; TP: RM0.65). 
 
 
 

Excess supply and low utilization to weigh down on earnings. We expect ASP to 
remain in the doldrums in 2H 2022. As a result of massive capacity expansion by 
incumbent players as well as new players during the pandemic years — enticed by the 
super fat margins that had eventually evaporated — we estimate that the global glove 
manufacturing capacity has jumped by 22% to 511b pieces in 2022 (see chart on the 
following page). On the other hand, as more countries come out the other end of the 
pandemic, we project the global demand for gloves to ease by 10% in 2022 to 387b 
pieces (partly also due to the destocking activities along the distribution network). This 
will result in an excess supply of 124b pieces (assuming, hypothetically, capacity 
utilisation is maximised). In 2023, we estimate that the global glove manufacturing 

capacity to surge by another 16% to 595b pieces (as more capacity planned during the pandemic years finally comes on-line) 
while the global demand for gloves shall resume its organic growth of 15% annually (taking our cue from MARGMA’s projection 
of 10-15% growth in global glove demand yearly), resulting in the excess supply rising further to 150 b pieces. Based on our 
estimates, the demand-supply situation will only start to head towards equilibrium in 2025 when there is virtually no more new 
capacity coming onstream while the global demand for gloves continues to rise by 15% per annum underpinned by rising 
hygiene awareness.  

All in, the industry excess supply could well mean that glove players have less pricing power to pass costs through and the 
situation is further aggravated by low industry utilization rate putting pressure on margins. The recent round of results reported 
by glove makers suggested that glove makers’ earnings have yet to bottom with ASP expected to continue declining with the low 
plant utilization averaging 50-60% likely to persist over the medium term amidst intense competition. The situation is further 
aggravated by the softening demand as evident by the low utilization rate of glove players leading to oversupply putting further 
pressure on ASP coupled with customers’ reluctance to commit to sizeable orders as they expect selling prices to ease further. 
Based on the results announced by glove players, the followings are our observations:- (i) players are unable to fully pass on the 
cost increase due to the current oversupply situation which is expected to remain challenging; (ii) apart from reduced economies 
of scale arising from volume that is less than optimum on the back of the soft demand evident from the low utilisation rate, glove 
players are experiencing margins erosion as raw materials costs are not adjusting down as fast as ASP; (iii) ASP over the short 
to medium term could be lower than pre-pandemic level due to the current supply-demand imbalance as evident in historically 
low utilization of 50-60% but some players see margins bottoming; (iv)  current industry utilisation rate of 50-60% is expected to 
put brakes on excessive new capacity of which in our view is expected to put some near-term pressure on ASP; and (v) in terms 
of M&A – the players under our coverage have been approached by potential sellers but lack urgency given the excess industry 
capacity.  

Downgrade to Underweight from Neutral. We revise our ASP, margin and utilisation assumptions for TOPGLOV, SUPERMX, 
KOSSAN and HARTA. 

HARTA (Downgrade to MP; TP: RM2.90): Our FY22E/FY23E net profits are downgraded by 37%/39%; (i) FY23E – ASP cut 
to USD23 from USD25 per 1,000 pieces; EBITDA margin cut to 18% form 20% and utilisation to 70% from 85%; and (ii) FY24E 
– ASP cut to USD21 from USD23 per 1,000 pieces and reduce EBITDA margin assumption to 20% from 22% and utilisation to 
72% from 90%. Correspondingly, we downgrade our TP from RM5.60 to RM2.90 based on 25x CY23E EPS in line with its 
bigger peers’ average. 

TOPGLOV (UP; TP: RM0.80). Our FY22E/FY23E net profits are downgraded by 2%/15%; (i) FY22E EBITDA margin reduced 
to 12% from 13%; and (ii) FY23E ASP cut to USD21 from USD23 per 1,000 pieces; EBITDA margin cut to 13% from 14% and 
utilisation to 65% from 85%. Correspondingly, we downgrade our TP to RM0.80 from RM0.95 based on 22x FY23E EPS, in line 
with peers’ average of 21x largely to reflect its bigger market capitalisation. 
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KOSSAN (UP; TP: RM1.20). Our FY22E/FY23E net profit is downgraded by 26%/26% as we cut our ASP assumption from 
USD26/25 to USD23/21 per 1,000 pieces and reduce EBITDA margin assumption from 18%/18% to 16%/16%. 
Correspondingly, we downgrade our TP from RM1.60 to RM1.20 based on 13x FY23E EPS, 35% discount to peers’ average of 
21x to reflect its smaller market capitalisation.  

SUPERMX (UP; TP: RM0.65). Our FY23E net profit are downgraded by 16%; (i) ASP cut from USD24 to USD22 per 1,000 
pieces and reduce EBITDA margin to 14% from 18%. Correspondingly, we downgrade our TP from RM0.75 to RM0.65 based 
on 13x FY23E EPS, at 35% discount to peers’ average of 21x largely to reflect its smaller market capitalisation. 

 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Estimated production capacity from Malaysia, China, Thailand and Others  
Billion pieces CY22F CY23F CY24F 
Malaysia 328 379 405 
China 80 105 125 
Thailand 68 76 81 
Others 35 35 35 
Total 511 595 646 
Chg (%) +22 +16 +9 

 

Source: Kenanga Research  
 
 
 
 

Hartalega 
Summary Earnings Table 
FY Mar (RM m) 2022A 2023E 2024E 
Turnover 7888.3 3564.7 3460.2 
PBT 4637.2 474.5 513.3 
Net Profit (NP) 3234.7 367.2 397.6 
Consensus (NP)  630 677 
Earnings Revision   -37% -39% 
EPS (sen) 95.1 10.8 11.7 
EPS growth (%) 12.1 -88.6 8.3 
PER (x) 2.8 25.1 23.2 
NDPS (sen) 57.1 6.5 7.0 
BVPS (RM) 1.50 1.54 1.59 
PBV (x) 1.8 1.8 1.7 
Net Gearing (%) Net Cash Net Cash Net Cash 
Dividend Yield (%) 20.2 2.4 2.6 
Source: Kenanga Research  

 
 
 
 

Estimated Global demand/supply - excess supply over CY22-CY24 

 

Source: Kenanga Research  
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Top Glove 
Summary Earnings Table 
FY Aug (RM m) 2021A 2022E 2023E 
Turnover 16403 6584 6131 
PBT 10143 588 542 
Net Profit (NP) 7871 304 300 
Consensus NP - 341 432 
Earnings Revision - -2% -15% 
EPS (sen) 97.9 3.7 3.7 
EPS growth (%)          328.4            (96.2)             (1.3) 
NDPS (sen) 65.1 1.9 1.8 
BVPS (RM) 0.74 0.69 0.71 
PER (X) 1.0 27.5 27.9 
PBV (X) 1.4 1.5 1.4 
Net Gearing (%) Net Cash Net Cash Net Cash 
Net dividend yield (%) 63.8 1.8 1.8 
Source: Kenanga Research  

 
 
 
 
 

KOSSAN 
Summary Earnings Table 
FY Dec (RMm) 2021A 2022E 2023E 
Turnover 6657.5 2716.9 2589.5 
PBT 3747.8 336.8 310.7 
Net Profit (NP) 2853.5 234.4 238.0 
Consensus (NP) 2928.5 323 331 
Earnings Revision - -26% -26% 
Core EPS (sen) 114.5 9.2 9.3 
Core EPS growth (%) 182.5 (92.0) 1.5 
NDPS (sen) 48.0 6.0 6.0 
BVPS (RM) 1.58 1.61 1.64 
Core PER (x) 1.2 14.5 14.3 
Price/BV (x) 0.8 0.8 0.8 
Net Gearing (%) N.Cash N.Cash N.Cash 
Net Div. Yield (%) 35.8 4.5 4.5 
Source: Kenanga Research  

 
 

SUPERMX 
Summary Earnings Table 
FY Jun (RM m) 2021A 2022E 2023E 
Turnover 7164.2 3239.7 1942.2 
PBT 5019.4 965.9 221.1 
Net Profit (NP) 3812.9 624.9 139.6 
Consensus NP  715 198 
Earnings Revision - - -24% 
EPS (sen) 140.2 23.0 5.1 
EPS growth (%) 248.7 (83.6) (77.7) 
NDPS (sen) 31.8 8.0 1.3 
BVPS (RM) 1.75 1.90 1.94 
PER (X) 0.6 3.7 16.6 
PBV (X) 0.5 0.4 0.4 
Net Gearing (%) Net Cash Net Cash Net Cash 
Net dividend yield (%) 35.7 9.4 1.5 
Source: Kenanga Research  
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Peer Comparison 

 

Name Price(RM) 
  

Market 
Cap 

(RM'm) 
Shariah 

Compliant
Current 

FYE 

Revenue 
Growth 

Core Earnings 
Growth PER (x) - Core Earnings PBV (x) ROE 

(%) 
Net 

DivYld 
(%) 

Target 
Price 
(RM) 

Rating 
  1-Yr. 

Fwd. 
2-Yr. 
Fwd. 

1-Yr. 
Fwd. 

2-Yr. 
Fwd. Hist. 1-Yr. 

Fwd. 
2-Yr. 
Fwd. Hist. 1-Yr. 

Fwd. 
1-Yr. 
Fwd. 

1-Yr. 
Fwd. 

                               

GLOVES                              
HARTALEGA HOLDINGS BHD 2.71 9,214  Y 03/2023 -55% -3% -89% 8% 2.8  25.1  23.2  1.8  1.7  7.1% 2.2% 2.90 MP 
KOSSAN RUBBER INDUSTRIES 1.33 3,402  Y 12/2022 -59% -5% -92% 2% 1.2  14.5  14.3  0.8  0.8  5.8% 4.5% 1.20 UP 
SUPERMX CORP BHD 0.850 2,313  Y 06/2022 -55% -40% -84% -78% 0.6  3.7  16.6  0.5  0.4  12.6% 9.4% 0.650 UP 
TOP GLOVE CORP BHD 1.01 8,282  Y 08/2022 -60% -7% -96% -1% 1.1  27.3  27.6  1.4  1.5  5.2% 1.9% 0.800 UP 

                  
Source: Bloomberg, Kenanga Research 

 
 
 

 
 
 
 
 
 

 The rest of the page is intentionally left blank 
 



 

Gloves Sector Update 
 23 June 2022  

 

PP7004/02/2013(031762) Page 5 of 5 

Stock Ratings are defined as follows:  
 
Stock Recommendations 
 
OUTPERFORM  : A particular stock’s Expected Total Return is MORE than 10%  
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10% 
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5% 
 
 
Sector Recommendations*** 
 
OVERWEIGHT  : A particular sector’s Expected Total Return is MORE than 10%  
NEUTRAL  : A particular sector’s Expected Total Return is WITHIN the range of -5% to 10% 
UNDERWEIGHT  : A particular sector’s Expected Total Return is LESS than -5%  
 
 
 

***Sector recommendations are defined based on market capitalisation weighted average expected total 
return for stocks under our coverage. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not 
make any representations as to its accuracy or completeness.   Any recommendation contained in this document does not have regard to 
the specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This 
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. 
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document 
or any solicitations of an offer to buy or sell any securities.  Kenanga Investment Bank Berhad and its associates, their directors, and/or 
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or 
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies. 
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Level 17, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia  
Telephone: (603) 2172 0880 Website: www.kenanga.com.myEmail: research@kenanga.com.my  
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