GLOVE MAKERS COOL TO TRUMP IMPORT

TAX
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Glove makers cool
to Trump import tax

They say demand wi
the medical sector

not fall as rubber gloves are vital for

Holdings Bhd are well prepared to deal
with the aftermath of any US tax on

imports.
‘The tax essentially places a levy on
imported goods with the aim of nar-
rowing the trade deficit and making US
exports more competiive

Lim £ays Top Giove may require

with the US will be impacted is partly
determined by how elastic demand for

cost
of possibly hare 1t

Kupn is confident that US demand will not

of sales for

‘The upside, of course, is the com-
petitiveness of the country’s glove
manufacturers. "Malaysia has cost

require customers (o absorb the ext

10 RM73.3 mil. from RM128.3 mil a year
‘earlier. Revenue for the quarter decreased
10 RM785.6 mil from RMB800 mil

In a Hursa Malaysia filing, it says the
full impact of the 24% natural gas tariff
hike and |1% minimum wage increase
‘were also felt in Q1.

Lim says If latex prices continue to
rise, the group will have to Increase its

selling prices.

“This is in line with the industry prac-
thce, where both cost increases [from raw
‘material] and cost savings |from lower
raw material prices| are shared with
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implementarion of import tax, as he
100 says rubber gloves are vital for the
medical sector.

Higher cost
He also says the proposed tax is not
expected to change the group's rela-
tionship with the US. “It is not viable for
the US 10 manufacrure gloves as ithasa
higher cost base, especially in terms of
labour.

“The US s the largest consumer of
rubber gloves, importing close to 30% of
world ourput.” he tells FocusM.

For Its Q3 ended Dec 31, last year,
Hartalega posted a 9% drop in net
profit w KM66.2 mil, from RM72.8 mil
previously.

This was mainly caused by recogni-
tion of an unrealised forex loss on Ihe

Iy of a loan

an mport tax customers.

“However exp .
decrease in demand arising from higher
"‘_If."’m‘:‘;:-ﬂ ,  sellingprices a lovesare a necesity in
e e B o hy  the medical sector,as a resukt of which
"m doing b mz:mywmm;'

0 (4 Last yeas, Top Glove raised
a o cann v by around 12% and 6% respectvely.
"
b 10 ~y lh-lMuanuhunuumllhuUS

expanding

Pllndllng, where gloves are mandated”
tells FocusM.

um srys the group s akso looklng o

Increase exports (0 emerging markets

not diminish despite any

US dollars and lhlrnhlelnumfﬂrdy:
currency forward contracts.

However, revenue increased to
RM456.3 mil from RM398 mil
“The group also declared a second interim
dividond of two sen per share for FY17,
ending March 31

Malacca Securities Research says it
has mrimmed its earnings estimates for
the group for FY17 and FY18 by 14.9%
and 4.4% respectively.

“This Is 10 reflect the competitive envi-
ronment of the rubber gloves industry,
amid the rising cost of raw materials,
labour and utilities.

On the rise of raw material prices,
Kuan says as the recent spike is signifi-

“We will acjust our selling prices
accordingly and expect demand 1o
continue growing at 8- 10% per annum,”
he says.

Challenging year ahead
‘The second half of this year is expecied
10 be challenging for glove makers as
capacity expansion is becoming more

gressive.
“Based on the planned expansion,

the new glove supply this year could

hit & record high for the industry and

potentially lead 0 intense competicion
between H2 this year and H1 nex: year

e estimete capacty expansion

high this th

ihe highes! exposure, Kossan
Rubber Industries Bhd and Hartalega.



