) APEX.

SECURITIES
APEX SECURITIES BERHAD

Thursday, May 23, 2024

Chelsea Chew
(603) 7890 8888 (ext 2070)
chelsea.chew @apexsecurities.com.my

Recommendation: HOLD
Current Price: RM 3.59
Previous Target Price: RM 2.11
Target Price: 1 RM 3.72
Upside/Downside: 3.6%
Stock information
Board MAIN
Sector Healthcare
Bursa / Bloomberg Code 5168 / HART MK
Syariah Compliant Yes
FTSE4Good Index Yes
FTSE ESG Rating * ok k ok
Bloomberg ESG Rating N/A
Shares issued (m) 3,413.3
Market Cap (RM' m) 12,253.6
52-Week Price Range (RM) 3.83-1.88
Beta (x) 1.0
Free float (%) 40.8
3M Average Volume (m) 6.2
3M Average Value (RM"m) 19.2
Top 3 Shareholders (%)
Hartalega Industries Sdn Bhd 34.4
BUDI TENGGARA SDN BHD 8.6
Kumpulan Wang Persaraan Diperbadan 3.2
Share Price Performance
240 105
200 g A
izz R N%'Mh”u 95
o ™
90
40
0Date 45051 45121 45191 45261 45331 %
hart MK E quity FBMKLCI Index
iM 3M 12M
Absolute (%) 36.5 33.0 40.8
Relative (%) 3.2 26.7 23.2

Company Results

Hartalega Holdings Berhad

Resurgence of healthcare demand

Summary

e 4QFY24 core net profit surged 105.0% yoy to RM15.1m, bringing
12MFY 24 to profitability at RM12.7m, driven by higher sales volume and
arise in ASP.

e Expect a gradual improvement in demand as HARTA is dedicated to its 5
years strategy plans.

¢ Upgrade our recommendation to HOLD on HARTA with a higher target
price of RM3.72 based on 2.6x to FY26F BV.

Results Review

e Results review. 4QFY24 core net profit surged 105.0% yoy but fell -32.5% qoq,
reaching RM15.1m, maintaining bottom line profitability. This was propelled by a
24% increase in sales volume and a ¢.2% (RM) rise in ASP this quarter. Revenue
for this quarter rose marginally by 2.7% yoy to RM529.8m, credited to favourable
foreign currency exchange movements that boosted ASP.

¢ Results below expectations. 12MFY24 core net profit returned to positive
territory at RM12.7m, but missed both our expectations of a core net profit of
RM22.3m, as well as the consensus forecasted net profit of RM49.0m. This variance
is mainly due to higher operating costs, fueled by rising raw material prices and
production ramp-up expenses.

o Operations Highlights. During 4QFY24, HARTA’s utilisation rate improved from
42.6% to 73% due to ramp-up in NGC 1.5 plant to meet improved market demand.
Anticipating further growth, HARTA's utilisation rate is expected to rise along with
the commissioning of NGC 1.5 plants 8&9, aligning with improved market dynamics.

¢ Industry Highlights. We foresee a slight uptick in raw material prices due to
higher feedstock costs, while natural gas prices stabilise amid lower demand.
Demand for gloves is gradually rebounding as sales orders recover and excess
pandemic stockpiles dwindle. Capacity rationalisation and exits of smaller players
have eased oversupply. Despite near-term hurdles, long-term prospects are bright,
propelled by the resurgence of healthcare demand, especially in emerging markets
with growing hygiene awareness.

e Outlook. Expect a sequential and gradual recovery in the upcoming quarters as
ASP normalisation stabilizes c.USD22/1,000pcs. HARTA remains committed to its 5-
years Strategic Plan, which involves decommissioning the Bestari Jaya facility and
consolidating operations at the more efficient NGC in Sepang. With all production
lines successfully decommissioned at Bestari Jaya since early 2024, HARTA expects
operational and cost efficiencies, positioning itself well for market recovery.

e Valuation. Upgraded our call for HARTA to HOLD with a higher target price of
RM3.72, based on 2.6x of BV. Kept our earnings forecast for FY25F at RM157.6m
and introduce FY26F earning forecast at RM171.8m, anticipating recovery in
healthcare demand and the tariffs imposed on China manufacturers in US in 2026.

¢ Risk. Volatility in feedcost and swifter-than-expected recovery in ASP, along with
exposure to foreign exchange risk and volatile purchasing patterns.




A4 APEX

SECURITIES
APEX SECURITIES BERHAD

Thursday, May 23, 2024

Figure 1. Results Comparison

Company Results

4QFY24 4QFY23 Y(;Y) 3QFY24 Q(c;/oQ) 12MFY23 12MFY24 Y(‘;)Y) 5 Quarters Trend Comments
Revenue 529.8 515.7 2.7 415.6 27.5 2,407.8 1837.6 (23.7) *——+——+——" Highersalesvolume and
EBITDA 38.3 (308.7) 12.4 49.7  (23.0) (62.8) 17.1 286.7 —*—""""—* amarginalASPincrease
Pre-tax profit 18.9 (3314) 105.7 29.0 (35.0) (190.7) 38.7 1203 L T~
Net profit 19.6 (309.7) 106.3 22.8 (14.0) (220.5) 201  109.1 T T
Core net profit 5.1 (302.8) 105.0 22.4 (32.5) (218.0) 2.7 105.8 +—= " = * Maintaining a profitable
Core EPS (sen) 0.4 (8.8) 105.0 0.7 (32.5) 6.4) 0.4 105.8  g—+—+—— bottomline
EBITDA margin (%) 7.2 (59.9) 12.0 (2.6) 6.4
PBT margin (%) 3.6 (64.3) 7.0 (7.9) 2.1
Core PATMImargin (%) 2.9 (58.7) 5.4 9.9 0.7
Source: Company, Apex Securities
Financial Highlights
Income Statement Balance Sheet
FYE Mar (RM m) FY22 FY23 FY24 FY25F FY26F FYE Mar (RM m) FY22 FY23 FY24 FY25F FY26F
Revenue 7888.3 2409.6 1837.6 2333.1 2519.7 Cash 2378.1 17245 4274 1783.8 18354
Gross Profit 4795.1 318.9 459.4 583.3 629.9 Receivables 338.7 2004 289.7 2237 2416
EBITDA 4767.9 -38.3 177.7 303.3 340.2 Inventories 396.9 2324 385.7 239.7 2848
Depreciation & Amortisation -1519 -163.0 -132.0 -1217 -1310 Other current assets 835 203.1 7.1 6.7 126.0
EBIT 4616.1 -2013 45.7 1816 209.2 Total Current Assets 3197.3 2360.4 2279.9 2363.9 2487.8
Net Finance Income/ (Cost) -0.9 57 29 -6.9 4.0 Fixed Assets 2367.0 1943.1 19010 17912 17156
Associates & JV 0.0 0.0 0.0 0.0 0.0 Intangibles 30.8 426 45.2 452 452
Pre-tax Profit 4636.9 -214.4 38.7 185.7 2116 Other non-current assets 7522 958.8 10312 12625 155138
Tax -1394.6 -244 -18.7 -204 -317 Total Non-current assets 3150.1 2944.5 2977.4 3098.9 3274.6
Profit After Tax 3242.3 -238.8 20.1 165.3 179.9 Short-term Debt 103.9 90.1 64.6 80.8 76.2
Minority Interest 78 -3.7 73 7.7 8.1 Payables n7.9 88.6 63.1 95.9 103.6
Net Profit 32345 -235.1 12.7 157.6 1718 Other Current Liabilities 595.0 754 256.8 1925 207.9
Exceptionals 0.0 347.0 0.0 0.0 0.0 Total Current Liabilities 816.8 354.1 384.5 369.2 387.6
Core Net Profit 2885.5 3234.5 111.9 12.7 157.6 Long-term Debt 139.8 643 6.8 93.0 87.6
Other non-current liabilities 2458 2282 2215 78.7 290.6
Key Ratios Total Non-current Liabilitic 385.7 292.4 228.3 2716 378.2
FYE Mar (RM m) FY22 FY23 FY24 FY25F FY26F Shareholder's equity 51213 4640.1  4648.0 4805.6 4977.4
EBITDA margin 60.4% -16% 9.7% 13.0% 13.5% Minority interest 23.6 8.3 -34 -3.8 -4.2
EBIT margin 58.5% -8.4% 25% 7.8% 8.3% Equity 5144.9 4658.4 4644.6 48018 4973.2
PBT margin 58.8% -8.9% 2.1% 8.0% 8.4%
PAT margin 411% -9.9% 11% 7.2% 7.2% Cash Flow
NP margin 410% -9.8% 0.7% 6.8% 6.8% FYE Mar (RM m) FY22 FY23 FY24 FY25F FY26F
Core NP margin 410% -9.8% 0.7% 6.8% 6.8% Pre-tax profit 4636.9 -214.4 38.7 185.7 211.6
ROE 62.9% -5.0% 0.3% 3.3% 3.5% Depreciation & amortisation 1519 163.0 132.0 217 1310
ROA 102.7% -8.0% 0.4% 5.1% 5.2% Changes in working capital 827 108.3 -9.3 93.6 -48.8
Net gearing Net Cash Net Cash Net Cash Net Cash Net Cash Others -1883.3 3659.5 -2234 -214.3 3.0
Operating cash flow 3088.2 3716.4 -61.9 186.6 416.8
Key Assumptions Net capex -846.2 -306.0 -u144 -160.6 -187.2
FYE Mar (RM m) FY22 FY23 FY24 FY25F FY26F Others 36.2 1.0 11 9.4 9.7
Production lines 18.0 18.0 120.0 mo 84.0 Investing cash flow -810.0 -295.0 -143.3 -151.2 -177.5
Utilisation rate (%) 88.8% 70.4% 53.6% 45.3% 70.0% Dividends paid -2997.2 -239.2 0.0 0.0 0.0
Production ("000) 34800.0 295530 225090 190227 23566.7 Others 26125 -29711 -3515 -925 -95.1
Blended ASP (RM/'000 pcs) 192.6 266.9 107.1 96.6 99.0 Financing cash flow -384.7 -3210.3 -3515 -92.5 -95.1
Net cash flow 1893.5 2111 -556.7 -57.0 144.2
Valuations FY26F Forex -19 -35 -35 -35 -35
Book Value/share (RM) 145 Others -2182.2 -8613 3193 n7.4 -89.1
M ultiple (x) 2.8 Beginning cash 2668.7 2378.1 1668.4 1727.0 1783.8
Fair Value (RM) 3.72 Ending cash 2378.1 1724.5 1427.4 1783.8 1835.4
Source: Company, Apex Securities
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RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS

BUY: Total returns* are expected to exceed 10% within the next 12 months.

HOLD: Total returns* are expected to be within +10% to — 10% within the next 12 months.
SELL: Total returns* are expected to be below -10% within the next 12 months.

TRADING BUY: Total returns* are expected to exceed 10% within the next 3 months.
TRADING SELL: Total returns* are expected to be below -10% within the next 3 months.
*Capital gain + dividend yield

SECTOR RECOMMENDATIONS

OVERWEIGHT: The industry defined by the analyst is expected to exceed 10% within the next 12 months.
NEUTRAL: The industry defined by the analyst is expected to be within +10% to — 10% within the next 12 months.
UNDERWEIGHT: The industry defined by the analyst, is expected to be below -10% within the next 12 months.

DISCLAIMER

Disclaimer: The report is for internal and private circulation only and shall not be reproduced either in part or otherwise
without the prior written consent of Apex Securities Berhad. The opinions and information contained herein are based on
available data believed to be reliable. It is not to be construed as an offer, invitation or solicitation to buy or sell the
securities covered by this report.

Opinions, estimates and projections in this report constitute the current judgment of the author. They do not necessarily
reflect the opinion of Apex Securities Berhad and are subject to change without notice. Apex Securities Berhad has no
obligation to update, modify or amend this report or to otherwise notify a reader thereof in the event that any matter
stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes
inaccurate.

All analyst(s) names appear in the front page, whom prepared this report, does not have any interest in the following
securities covered in this report.

Apex Securities Berhad does not warrant the accuracy of anything stated herein in any manner whatsoever and no reliance
upon such statement by anyone shall give rise to any claim whatsoever against Apex Securities Berhad. Apex Securities
Berhad may from time to time have an interest in the company mentioned by this report. This report may not be
reproduced, copied or circulated without the prior written approval of Apex Securities Berhad.




