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2QFY10 Results Review
Top Glove Corp. Bhd Maintain TRADING BUY
Stronger-than-expected margin lifted earnings Revised Target Price (TP): RM13.80 (from RM12.30)
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Another strong quarter. Revenue in 2QFY10 continued to register an encouraging growth of +8%qoq and
+47.1%yoy to RM509.9m. This was mainly due to better glove sales volumes (approximately +3%qoq or >30%yoy)
and higher average selling price (about +6.8%qoq or +11.9%yoy). Management indicated that the emerging markets,
which provided better margin than that in the developed countries, contributed bulk of the growth.

Margin sustained despite an increase in raw material costs. Despite higher average latex price of RM648.6 per kg
(+31.3%qoq or +72.3%yoy) in 2QFY10, Top Glove’s EBIT margin improved to 18.6% from 18.5% and 13.8%
respectively in 1QFY10 and 2QFY09. We believe that this is a testimony of Top Glove’s better cost passing power of
up to 90-100% additional costs to its customers and effective implementation of the cost saving measures. Going
forward, management expects EBITDA margin to sustain at about 19-20% for FY10 (FY09: 18.8%).

Expansion plans on track, with 5 new factories are targeted to be completed by FY11. All in, Top Glove’s total
production capacity will increase by additional 8.25b pieces of glove or about +25%. (Refer Table 1 for more details).

Reaffirm Trading Buy with a higher Target Price. Following the conservative adjustment of better cost passing
power to 70% (60% previously); we revise upwards our EBIT margin assumption by 0.6%-pts to 15.6%, translating
into FY10 EPS revision by +12.4% to 81.3 sen. We however maintain our PER valuation at 17x, which is already at
par with our in-house PER target for KLCI. With that, we raised our Target Price (TP) for Top Glove to RM13.80 from
RM12.30 previously with unchanged Trading Buy recommendation. Another share price catalyst is the potential bonus
issue; taking into account Top Glove’s retained earnings were 3.5x share capital as at 2QFY10. FEj

FYE Aug FY07 FY08 FY09 FY10F

Revenue (RM’'m) 1,228.8 1,377.9 1,531.9 2,067.5
EBIT (RM’'m) 132.3 143.9 231.1 322.3
Pretax Profit (RM’m) 118.6 134.6 221.6 321.3
Net Profit (RM’'m) 89.6 110.1 169.2 247.4
EPS (sen) 29.4 36.1 55.6 81.3
EPS growth (%) 14.2% 22.9% 53.7% 46.2%
PER(x) 42.7 34.7 22.6 15.5
Net Dividend (sen) 9.2 11.0 22.0 24.4
Net Dividend Yield (%) 0.7% 0.9% 1.8% 1.9%

Source: Company, Forecasts by MIDFR

KINDLY REFER TO THE LAST PAGE OF THIS PUBLICATION FOR IMPORTANT DISCLOSURES
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Top Glove Corp: 2QFY10 RESULTS SUMMARY

FYE Aug (RM'm)

Revenue
Operating expenses

Other op income

EBIT

Finance costs
Associate

Pre-tax profit

Tax

MI

Net profit

Basic EPS (sen)
Diluted EPS (sen)

EBIT margin (%)

Tax rate (%)

Source: Company, MIDFR

Quarterly Results

2Q10

509.9
-417.6
2.7

94.9
-0.1
-1.0

93.9

-21.6
-1.7

70.5

23.5

23.5

18.6%
23.0%

%YoY

47.1%
39.1%
86.1%

98.9%
-96.7%
95.1%
109.1%
>100%
>100%
95.9%
92.6%
92.5%
+/- ppts
4.8
3.6

Table 1: Capacity Expansion Plans

Glove Factories:

F18 (Banting)
F21 (Klang)

F7 (Sadao, Thailand)

F22 (Klang)
F23 (Ipoh)

%QoQ

8.0%
7.9%
26.2%

8.8%
-80.9%
>100%

8.4%

7.6%

29.3%

8.2%

7.3%

8.3%

+/- ppts
0.2
-0.2

Target completion

June 10

Jul 10
Dec 10
Mar 11
May 11

Total

Cumulative Comments

1HFY10 %YoY

Driven by strong demand on glove and higher
982.2 34.1% average selling price.

-804.8 25.4%

4.8 60.5%

Due to good cost control, management efficiency
182.1 94.0% and better cost passing power.

-0.5 -90.6% Due to the reduction in borrowing.
-1.1 75.0%

180.5 104.7%

417  >100%

-3.1 >100%
135.7 93.5%
45.4 90.6%
45.4 90.6%
+/- ppts
18.5% 5.7 As above.
23.1% 3.3
No of lines Capacity p.a.
(bil of pieces)
8 0.75
16 1.50
16 1.50
16 1.50
32 3.00
88 8.25
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (23878 - X).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (23878-X). It is for
distribution only under such circumstances as may be permitted by applicable law.

Readers should be fully aware that this report is for information purposes only. The opinions contained
in this report are based on information obtained or derived from sources that we believe are reliable.
MIDF AMANAH INVESTMENT BANK BERHAD makes no representation or warranty, expressed or
implied, as to the accuracy, completeness or reliability of the information contained therein and it should
not be relied upon as such.

This report is not, and should not be construed as, an offer to buy or sell any securities or other financial
instruments. The analysis contained herein is based on numerous assumptions. Different assumptions
could result in materially different results. All opinions and estimates are subject to change without
notice. The research analysts will initiate, update and cease coverage solely at the discretion of MIDF
AMANAH INVESTMENT BANK BERHAD.

The directors, employees and representatives of MIDF AMANAH INVESTMENT BANK BERHAD may
have interest in any of the securities mentioned and may benefit from the information herein. Members
of the MIDF Group and their affiliates may provide services to any company and affiliates of such
companies whose securities are mentioned herein This document may not be reproduced, distributed or
published in any form or for any purpose.

MIDF AMANAH INVESTMENT BANK : GUIDE TO RECOMMENDATIONS
STOCK RECOMMENDATIONS

BUY Total return is expected to be >15% over the next 12 months.
TRADING BUY Sézfgnggcguiestgx;:;:ﬁlde tr:)exzﬁotxﬂS% within 3-months after a Trading Buy rating has been
NEUTRAL Total return is expected to be between -15% and +15% over the next 12 months.
SELL Total return is expected to be <15% over the next 12 months.
TRADING SELL Stock price is expected to fall by >15% within 3-months after a Trading Sell rating has been

assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

OVERWEIGHT The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
UNDERWEIGHT The sector is expected to underperform the overall market over the next 12 months.



