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Kossan Rubber Industries OUTPERFORM ↔ 
Optimistic of a Better 2026 

Price: RM1.20  

Target Price: RM1.50 ↔ 
By Raymond Choo Ping Khoon l pkchoo@kenanga.com.my 

We are positive on Kossan’s prospects for the rest of CY26 

following a meeting with the group. The group possesses strong 

order visibility for the remainder of the year, guiding utilisation >80%. 

We are optimistic of a strong sequential 2QFY26 led by higher ASP, 

volume sales and margin improvement. We keep our earnings 

forecasts unchanged, TP of RM1.50. Reiterate OUTPERFORM.  

Optimistic for a better FY26, with 2Q26 better than 1Q26. The group 

possesses strong order visibility for the remainder of the year, guiding 

plant utilization to exceed 80% in 2HFY26 (our FY26 assumption is 80%). 

It is optimistic for 2QFY26 sales volumes, expecting a 10% increase QoQ 

from 1QFY26. For comparison, 1QFY26 utilization stood at 80% 

(equivalent to 1.5 billion pieces per month), a significant recovery from 

65% in 1QFY25. To mitigate volatile raw material costs, where a 

hypothetical 50% spike in input nitrile would reduce the bottom line by 

20% assuming zero cost pass-through, average selling prices (ASPs) are 

expected to rise. It projects 2QFY26 nitrile ASPs to land between USD 

26 and USD 29 per 1,000 pieces, up from USD 16 to USD 18 in 1QFY26. 

While ASPs have since softened to USD 20–24 per 1,000 pieces 

following a retracement in input nitrile prices, we conservatively model 

USD 24 per 1,000 pieces in our FY26 forecast. Overall, the group 

expects 3QFY26 and 4QFY26 performance to be flat to slightly stronger 

than 1QFY26, as expanding volume sales offset the impact of lower 

ASPs.  

Transforming its plants to compete efficiently. Looking ahead, 

Kossan is accelerating automation initiatives to reduce its reliance on 

manual labour to better compete with Chinese glovemakers. The group 

aims to cut its foreign labour workforce by 20% from its current base of 

5,000 workers. Key operational efficiency and cost-reduction measures 

include production line revamps, automated packaging, the deployment 

of AI-assisted defect detection systems, and broader digitization across 

its operations. Typically, energy and chemicals account for 19% and 8% 

of total production costs, respectively. Kossan expects these cost-

optimization efforts to continually drive down manufacturing expenses 

heading into CY2027. This strategy is critical given the structural cost 

disadvantages the group faces; currently, Kossan’s utility costs 

(electricity, water, and gas) are approximately USD 1.00 per 1,000 pieces 

higher than those of its Chinese peers. 

Specialty and cleanroom gloves mitigate low margin thin gauge 

nitrile glove. The group’s strategic pivot toward specialty and cleanroom 

gloves is a step in the right direction, mitigating its exposure to ongoing 

price wars within the commoditized, low-margin generic nitrile segment. 

According to our estimates, specialty glove ASPs are 60% to 80% higher 

than generic medical gloves, while cleanroom gloves command a 3x 

premium. Backed by a "sticky" customer base—due to the mission-

critical nature of cleanroom applications where switching costs outweigh 

potential savings—the group is expanding its cleanroom capacity from 

300–400 million pieces per year to 800 million pieces by FY27. This 

segment serves both the semiconductor (50%) and pharmaceutical 

(50%) industries. In FY25, cleanroom gloves generated RM100m in 

revenue and RM12m in pre-tax profit. Extrapolating this baseline against 

the upcoming capacity expansion suggests that on a full-year basis, 

cleanroom revenue and pre-tax profit could double to RM200m and 

RM24m, respectively. Currently, the group's overall volume mix stands 

at 30% specialty gloves versus 70% generic gloves. 

 

 

Share Price Performance 

 

KLCI 1,675.50 
YTD KLCI chg -0.3% 
YTD stock price chg 10.1% 

  
Stock Information 

Shariah Compliant Yes 
Bloomberg Ticker KRI MK 
Market Cap (RM m) 3,026.5 
Shares Outstanding 2,522.0 
52-week range (H) 1.74 
52-week range (L) 0.94 
3-mth avg. daily vol. 8,700,807 
Free Float 46% 
Beta 0.4 

 
Major Shareholders 

Kossan Holdings SdnBhd 35.4% 
EPF 5.8% 
Abrdn Plc 5.6% 

 
Summary Earnings Table 

FY Dec (RMm) 2025A 2026F 2027F 

Turnover 1748.0 2224.2 2177.3 
PBT 175.1 228.2 244.6 
Net Profit  151.3 173.0 185.5 
Core Net Profit  151.3 173.0 185.5 
Consensus (NP) - 162 176 
Earnings Revision - - - 
Core EPS (sen) 6.0 6.8 7.3 
Core EPS Growth (%) 27.8 12.7 7.3 
NDPS (sen) 4.0 4.0 4.0 
BVPS (RM) 1.45 1.48 1.51 
Core PER (x) 20.3 17.7 16.5 
Price/BV (x) 0.8 0.8 0.8 
Net Gearing (%) N.Cash N.Cash N.Cash 
Net Div. Yield (%) 3.3 3.3 3.3 
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Forecasts and valuations. We keep our forecasts. Our TP remains at RM1.50 based on unchanged 21x FY27F EPS, in line 

with its 5-year historical 1-year forward average. We like KOSSAN for: (i) trading at 12x PER-ex cash (RM1.65b or 

RM0.64/share net cash and net cash per share as at 31 Mar 2026), (ii) its solid management, and (iii) focusing on specialty 

gloves which fetch better margins. There is no adjustment to our TP based on ESG given a 3-star rating as appraised by us 

(see Page 3). Reiterate OUTPERFORM. 

 

Key risks to our recommendation include: (i) certain Chinese glove giants ramping up predatory pricing practices (i.e. 

selling below cost over an extended period of time to eliminate competitors), (ii) weaker-than-expected growth in demand for 

gloves due to slower-than-anticipated hygiene standards implementation and health awareness globally, and (iii) 

unfavourable changes in tariffs to Malaysian glove makers. 

 

 

Income Statement  Financial Data & Ratios 

FY Dec (RM m) 2023A 2024A 2025A 2026F 2027F  FY Dec  2023A 2024A 2025A 2026F 2027F 

Revenue 1585.9 1906.8 1748.0 2224.2 2177.3  Growth       

EBITDA 115.1 226.2 247.4 306.9 324.4  Turnover  -31.5% 20.2% -8.3% 27.2% -2.1% 

Depn. & Amort -116.2 -106.5 -100.1 -108.7 -111.1  EBITDA  -63.1% 96.6% 9.3% 24.1% 5.7% 

OperatingProfit -1.1 119.7 147.2 198.3 213.4  Operating Profit  -100.6% NM 23.0% 34.7% 7.6% 

PBT 35.8 158.0 175.1 228.2 244.6  PBT  -83.2% 340.9% 10.8% 30.3% 7.2% 

Taxation -18.7 -35.6 -22.5 -53.6 -57.5  Net Profit /(loss) -90.9% 744.0% 26.1% 14.3% 7.3% 

MI -2.9 -2.4 -1.3 -1.6 -1.6        

Net Profit 14.2 120.0 151.3 173.0 185.5  Profitability      

       EBITDA Margin  7.3% 11.9% 14.2% 13.8% 14.9% 

Balance Sheet      Operating Margin 8.0% -0.1% 8.4% 8.9% 9.8% 

FY Dec(RM m) 2023A 2024A 2025A 2026F 2027F  PBT Margin 2.3% 8.3% 10.0% 10.3% 11.2% 

Fixed Assets 1,293.9 1,489.5 1,704.3 1,735.7 1,764.6  Core Net Margin 0.9% 6.3% 8.7% 7.8% 8.5% 

Int. Assets 6.1 4.9 4.9 4.9 4.9  Eff. Tax Rate 23.0% 23.0% 22.3% 23.5% 23.5% 

Other FA 102.6 114.8 122.0 122.0 122.0  ROA  0.3% 2.9% 3.7% 4.1% 4.3% 

Inventories 234.4 239.4 261.5 332.7 325.7  ROE  0.4% 3.3% 4.1% 4.6% 4.8% 

Receivables 241.2 351.7 231.6 294.6 288.4        

Other CA 224.5 225.2 176.7 171.0 169.6  DuPont Analysis     

Cash 2,089.4 1,664.7 1,589.6 1,548.9 1,614.5  Net Margin (%) 0.9% 6.3% 8.7% 7.8% 8.5% 

Total Assets 4,192.1 4,090.3 4,090.7 4,209.9 4,289.8  Assets T/O (x) 2.6 2.1 2.3 1.9 2.0 

        Lev. Factor (x) 1.1 1.1 1.1 1.1 1.1 

Payables 188.6 203.8 193.1 258.4 253.5  ROE (%) 0.4% 3.3% 4.1% 4.6% 4.8% 

ST Borrowings 9.5 59.0 18.5 18.5 18.5        

Ot. ST Liability 0.3 11.4 - - -  Valuations      

LT Borrowings  - - - - -  EPS (sen) 0.6 4.7 5.9 6.8 7.3 

Ot. LT Liability 127.2 120.8 129.8 129.8 129.8  NDPS (sen) 4.0 10.0 4.0 4.0 4.0 

Minorities Int. 27.4 49.1 42.7 25.9 27.5  BVPS (RM) 1.50 1.43 1.45 1.48 1.51 

Net Assets 3,839.1 3,646.2 3,706.6 3,777.2 3,860.5  PER (x) 300.3 35.6 20.3 17.7 16.5 

        Net Div. Yld (%) 2.4 6.0 3.3 3.3 3.3 

Share Capital 323.9 323.9 323.9 323.9 323.9  PBV (x) 1.1 1.2 0.8 0.8 0.8 

Reserves 3,515.2 3,322.3 3,382.7 3,453.4 3,536.6        

Equity 3,839.1 3,646.2 3,706.6 3,777.2 3,860.5        

Cashflow Statement            

FY Dec (RM m) 2023A 2024A 2025A 2026F 2027F        

Operating CF 175.2  (177.5) 310.3  179.3  307.8         

Investing CF (194.0) (169.5) (286.1) (100.0) (100.0)        

Financing CF (62.5) 49.8  (78.4) (142.2) (142.2)        

Change In Cash (81.3) (297.2) (54.3) (62.9) 65.6         

Free CF 75.2  (277.5) 210.3  79.3  207.8         
             

Source: Kenanga Research        
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Peer Table Comparison  
 

Name Rating 
Last Price  

(RM) 

Target 
Price 
(RM) 

Upside  
Market Cap 

(RM'm) 
Shariah 

Compliant 
Current 

FYE 

Core EPS / (LPS) 
(sen) 

Core EPS Growth 
PER (x) - Core 

Earnings 
PBV 
(x) 

ROE  
Net. 
Div. 
(sen) 

Net Div 
Yld  

1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

1-Yr. 
Fwd. 

2-Yr. 
Fwd. 

1-Yr. 
Fwd. 

1-Yr. 
Fwd. 

1-Yr. 
Fwd. 

1-Yr. 
Fwd. 

                                

Stocks Under Coverage                               

HARTALEGA HOLDINGS BHD MP 1.27 1.18 -7.1% 4,327   Y  03/2026  4.8   5.2  100% 8% 26.6  24.6  1.0  3.6%  2.0  1.6% 
KOSSAN RUBBER INDUSTRIES OP 1.20 1.50 25.0% 3,026   Y  12/2025  6.8   7.3  14% 7% 17.7  16.5  0.8  4.6%  4.0  3.3% 
SUPERMAX CORP BHD UP 0.305 0.240 -21.3% 932   N  06/2025 (3.6)  0.6  -173% -84% N.A. 55.0  0.3  -2.9%  0.0  0.0% 
TOP GLOVE CORP BHD OP 0.825 0.750 -9.1% 6,615   Y  08/2025  1.5   1.7  117% 17% 56.6  48.4  1.4  2.5%  0.7  0.9% 
                    

 

Source: Kenanga Research  

 
Stock ESG Ratings:  
 

 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

 

 

 

 

 

 

 

 Criterion Rating 

       

G
E

N
E

R
A

L
 

Earnings Sustainability & 
Quality 

★ ★ ☆   

Community Investment ★ ★ ★   
Workers Safety & Wellbeing ★ ★ ☆   
Corporate Governance ★ ★ ★   
Anti-Corruption Policy ★ ★ ★   
Emissions Management ★ ★ ★   

       

S
P

E
C

IF
IC

 

Product Quality & Safety ★ ★ ☆   
Effluent/Waste Management ★ ★ ★   
Automation & Innovation ★ ★ ★   

Energy Efficiency ★ ★ ★   
Supply Chain Management ★ ★ ★   

Legal & Regulatory 
Compliance 

★ ★    

       
 OVERALL ★ ★ ★   

☆ denotes half-star 

★ -10% discount to TP 

★★ -5% discount to TP 

★★★ TP unchanged 

★★★★ +5% premium to TP 

★★★★★ +10% premium to TP 
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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. Kenanga Investment Bank Berhad being a 
full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security 
that may also fall under its research coverage. 
 

Published by: 
 
KENANGA INVESTMENT BANK BERHAD (15678-H) 
Level 17, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia  
Telephone: (603) 2172 0880   Website: www.kenanga.com.my   E-mail: research@kenanga.com.my  

http://www.kenanga.com.my/
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