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Company Update

Hartalega Holdings

Recovery thesis remains intact

In a recent follow-up with Hartalega, management noted a marginal uptick in
sales volume for May-25 and expressed optimism for a more meaningful
recovery in Jun-25, driven by potential replenishment orders from US
customers. On pricing, Hartalega has guided for an ASP increase in Jul-25,
contingent on the sustained volume recovery in Jun-25. Also, Hartalega has
declined customer proposals to absorb tariff-related costs, citing its still-
recovering financial position; an approach that is consistent with the broader
industry stance. All in, we maintain our FY25-27 earnings forecasts. Given
Hartalega’s risk-reward profile remains compelling, we reiterate our BUY call
on Hartalega with an unchanged TP of RM2.66, based on a 32x P/E multiple on
CY26 EPS.

We spoke to management recently for some operational updates. In general, the tone
was cautiously optimistic.

Volume updates. Hartalega has guided for a 15-20% QoQ decline in sales volume
for 4QFY25, broadly in line with the outlook provided during its 3QFY25 results
briefing. Encouragingly, the group has observed early signs of recovery in sales
orders from US customers for May-25, and anticipates that Jun-25 could experience
a meaningful replenishment orders as previously front-loaded inventories near
depletion. Also, we see scope for a renewed wave of accelerated purchases during
the 90-day tariff pause announced on 10 April 2025; a development that could offer
a timely uplift in volumes and average selling prices (ASP). While this window may
prove temporary, we view it as a constructive near-term catalyst, even as demand is
likely to normalise post-expiry. Structurally, we remain positive on the sector’s
recovery trajectory, with demand-supply equilibrium expected by 2026 (Figure #1).

ASP updates. Hartalega’s ASP for generic medical nitrile gloves have moderated
since peaking in Dec-24, mainly due to softer sales volumes. Nonetheless, the group
is looking to raise ASP beginning Jul-25, contingent upon a potential recovery in US
demand in Jun-25. That said, several US customers have requested Hartalega to
absorb 50% of the recently imposed tariff cost. However, management has declined
such proposal, citing its still-recovering financial position. This stance remains firm,
even when Malaysia is currently subject to a modest 10% tariff. Based on our channel
checks, other local glove manufacturers are also similarly maintaining a prudent
approach, refraining from cost-sharing arrangements to preserve and prioritise
financial resilience over short-term volume gains.

Forecast. We keep our earnings forecasts for FY25-27, as the anticipated recovery
trajectory remains broadly consistent with our projections.

Maintain BUY with an unchanged TP of RM2.66. Given Hartalega’s share price
has fell 46% YTD, we believe its risk-reward profile remains compelling, underpinned
by a demand-supply equilibrium by 2026 narrative as well as Malaysia’s
advantageous positioning as the lowest-tariff glove-producing country, amid ongoing
trade negotiations. Accordingly, we reiterate our BUY call on Hartalega with an
unchanged TP of RM2.66, based on a P/E of 32x on CY26 EPS.
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Hartalega Financial Forecast

All items in (RM m) unless otherwise stated

Balance Sheet

Income Statement

FYE Mar FY23 FY24 FY25f FY26f Fy27f FYE Mar FY23 FY24 FY25f FY26f Fy27f
Cash 1,724.5 1,427.4 1,422.3 1,114.3 1,142.3 Revenue 2,409.6 1,838.1 2,525.2 29102 3,825.1
Receivables 3235 386.7 4218 486.1 639.0 EBITDA (86.6) 1175 164.2 286.3 596.1
Inventories 2324 385.6 256.8 295.9 388.9 EBIT (249.6) (14.6) 19.6 145.1 462.3
PPE 1,943.1 1,901.0 1,853.9 1,750.5 1,667.4 Finance cost (7.6) (7.6) (4.6) (9.4) (30.4)
Others 1,081.5 1,156.9 1,332.5 1,610.1 1,950.1 Associates & JV - - -
Assets 5,304.9 5,257.6 5,287.3 5,257.0 5,787.8 Profit before tax (214.4) 385 63.7 178.1 475.6
Tax (24.4) (18.7) (27.8) (42.7) (114.1)
Payables 252.7 316.8 360.9 4125 534.4 Net profit (238.8) 19.8 35.8 135.3 361.4
Debt 154.4 714 4104 261.6 513.8 Minority interest 37 (7.3) - -
Others 2394 2252 2252 2252 2252 Reported PATMI (235.1) 12.5 35.8 135.3 361.4
Liabilities 646.6 613.4 996.6 899.3 1,273.4 Core PATMI 166.1 (10.7) 35.8 135.3 361.4
Shareholder's equity 4,640.1 4,647.7 4,294.1 4,361.2 4517.8 Consensus 84.3 209.1 292.6
Minority interest 18.3 (3.5) (3.5) (3.5) (35)  HLIB/Consesnsus 42.5% 64.7%  123.5%
Equity 4,658.4 4,644.2 4,290.6 4,357.7 4514.3
Cash Flow Statement Valuation & Ratios
FYE Mar FY23 FY24 FY25f FY26f Fy27f FYE Mar FY23 FY24 FY25f FY26f Fy27f
Profit before taxation (214.4) 38.5 63.7 178.1 475.6 Core EPS (sen) 49 (0.3) 1.0 4.0 10.6
D&A 163.0 132.1 144.6 141.2 133.8 PIE (x) 442 n.m. n.m. 54.2 20.3
Working capital 134.3 (152.5) 138.0 (51.9) (123.9) EV/EBITDA (x) NM 50.9 38.5 226 11.3
Taxaton (442.3) (31.9) (27.8) (42.7) (114.1) DPS (sen) - 04 114 20 6.0
Others 322.7 (44.1) - - Dividend yield (%) - 0.2 5.3 0.9 28
CFO (36.8) (58.0) 318.4 224.7 371.3 BVPS (RM) 1.4 14 1.3 1.3 1.3
P/B (x) 1.6 1.6 1.7 1.7 1.6
Capex (306.3) (165.1) (273.0) (315.3) (390.5)
Others 39.9 316 - - EBITDA margin -3.6% 6.4% 6.5% 9.8% 15.6%
CFI (266.4) (133.4) (273.0) (315.3) (390.5) EBIT margin -10.4% -0.8% 0.8% 5.0% 12.1%
PBT margin -8.9% 2.1% 2.5% 6.1% 12.4%
Changes in debt (102.1) (91.6) 338.9 (149.0) 252.0 Core PATMI margin 6.9% -0.6% 1.4% 4.7% 9.4%
Shares issued - - -
Dividends (239.2) - (389.5) (68.3) (204.8) ROE 3.6% -0.2% 0.8% 3.1% 8.0%
Others (10.5) (19.8) - - ROA 31% -0.2% 0.7% 2.6% 6.2%
CFF (351.8) (111.4) (50.6) (217.3) 472 Netgearing NetCash  NetCash  NetCash  NetCash  NetCash
Net cash flow (655.0) (302.8) (5.2) (307.9) 28.0 Assumptions
Forex & Others 1.3 5.7 - - FYE Mar FY23 FY24 FY25f FY26f Fy27f
Beginning cash 2,378.2 1,724.5 1,427.4 1,422.3 1,114.3 Utilization rate 51% 46% 74% 70% 73%
Ending cash 1,724.5 1,427.4 1,422.3 1,114.3 1,142.3 MYRUSD 4.45 464 4.48 4.35 435
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Figure #1 Global demand-supply dynamics in 2022-2027f
2022 2023 2024f 2025f 2026f 2027f

Global Supply (bn pcs) 574 502 507 506 506 540
Malaysia 367 304 309 308 308 329
Thailand 101 90 90 90 90 95
China 106 109 109 109 109 116

Global Demand (bn pcs) 331 289 334 403 427 453

Growth n/a -13% 16% 21% 6% 6%

U-rate 58% 58% 66% 80% 84% 84%

1. Global supplies include only nitrile and latex medical rubber gloves installed capacity.

2. Global demands in 2022 and 2023 are extracted from Hartalega's slides.

3. Global demand for 2024f is extrapolated based on YTD-Nov 2024 data from Hartalega’s slides.

4. Global demands for 2025f and beyond are estimated using an 6% (lower than 2001-2019 CAGR of 8%-9%) long-term average
compounding growth rate applied to the 284bil pcs of demand in 2019.

5.In the rubber glove industry, we understand that the optimal u-rate is 85% of installed capacity, while the remaining 15% will be
reserved for maintenance shutdowns.
Various, HLIB
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Disclaimer

The information contained in this report is based on data obtained from sources believed to be reliable. However, the data and/or sources have not been independently
verified and as such, no representation, express or implied, are made as to the accuracy, adequacy, completeness or reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and associates nor person connected to it accept any liability whatsoever for
any direct, indirect or consequential losses (including loss of profits) or damages that may arise from the use or reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any time without prior notice. Hong Leong Investment Bank Berhad has no
obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this report and seek independent financial, legal or other advice regarding the
appropriateness of investing in any securites or the investment strategies discussed or recommended in this report. Nothing in this report constitutes investment, legal,
accounting or tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise represent a personal
recommndation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors, connected parties and/or employeees may, from time to time, own, have
positions or be materially interested in any securities mentioned herein or any securites related thereto, and may further act as market maker or have assumed underwriting
commitment or deal with such securities and provide advisory, investment or other services for or do business with any companies or entities mentioned in this report. In
reviewing the report, investors should be aware that any or all of the foregoing among other things, may give rise to real or potential conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain confidential. All
materials presented in this report, unless specifically indicated otherwise, is under copyright to Hong Leong Investment Bank Berhad. This research report and its contents
may not be reproduced, stored in a retrieval system, redistributed, transmitted or passed on, direclty or indirectly, to any person or published in whole or in part, or altered
in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong Investment Bank Berhad takes no responsibility for the content contained therein.
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are provided solely for your convenience.
The information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or Hong Leong
Investment Bank Berhad website shall be at your own risk.

1. As of 23 April 2025, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:

(a) -

2. As of 23 April 2025, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report:

(@)-
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Stock rating definitions

BUY Expected absolute return of +10% or more over the next 12-months.

HOLD Expected absolute return of -10% to +15% over the next 12-months.

SELL Expected absolute return of -10% or less over the next 12-months.

UNDER REVIEW Rating on the stock is temporarily under review which may or may not result to a change from the previous rating.
NOT RATED Stock is not or no longer within regular coverage.

Sector rating definitions

OVERWEIGHT Sector expected to outperform the market over the next -12 months.
NEUTRAL Sector expected to perform in-line with the market over the next -12 months.
UNDERWEIGHT Sector expected to underperform the market over the next -12 months.

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other qualitative
measures and situational aspects will also be considered when arriving at the final stock rating. Stock rating may also be affected by the market capitalisation of the individual
stock under review.
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