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Company Synopsis:
VIP Gloves Ltd (ASX:VIP) produces and
supplies gloves on an original equipment
manufacturer (OEM) basis. The company's
Malaysian subsidiary manufactures nitrile
disposable gloves, used in the medical,
health, dental and numerous other
industrial and commercial sectors, from a
plant in Selangor, Malaysia. 
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VIP Gloves implements aggressive expansion to
serve expected demand growth as quarterly revenue
rises 31%, shares soar

VIP Gloves Ltd (ASX:VIP) enjoyed a productive March quarter,
increasing revenue by 31% and average selling prices by 19% compared to the
previous quarter with investors responding strongly to the news, sending
shares up 56%.

These encouraging figures are a result of Line 5 and Line 6 being successfully
commissioned during the quarter, with total production output at 163 million
pieces - an 18% increase compared to the previous quarter. 

The plant operated at 96% of rated capacity during the quarter to meet the
increased demand for product. 

Notably, full scale production commenced in April 2021 and with a total of six
production lines, VIP's nitrile glove production capacity is now 64 million pieces
per month, 28% higher than Q2 2020 (December 2020).

Going forward, the company will continue implementing its aggressive
expansion drive with demand for its products expected to continue to increase.

Shares were as much as 56% higher intra-day to A$0.078.

Q3 sales revenue 

VIP achieved total sales revenue of RM47.7 million (around A$16 million)
during the quarter, an increase of 31%.

This was due to the combination of higher production output with the expanded
capacity and higher average selling prices (ASP). 

For the first nine months of FY2021, the company's total revenue was RM110.8
million (around A$37 million), a 353% increase compared to RM24.5 million
recorded during the corresponding period in FY2020.

Demand remains strong as VIP has committed sales to December 2021 with requests and expression of interests to
supply gloves in 2022 that will utilise additional production capacity. 

Average selling prices 

During Q3 of FY21, average selling prices (ASP) reached US$80 per 1,000 pieces, representing a 19% increase from
the Q2 FY21 ASP of US$67 per 1,000 pieces. 

ASP during Q2 FY21 had previously risen by 34% from Q1 FY21 (July-Sept 2020). 

The company believes the consistent rise in ASP is attributable to strong demand for nitrile gloves due to the global
pandemic and a change in habits and stronger health awareness which lead to a broader usage of gloves generally. 
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Receipts and cash increases

Receipts from customers increased by 48.7% to A$17.1 million in Q3 FY21 as VIP improved its revenue collection
processes to reduce outstanding receivables. 

In addition, net cash from operations increased to A$5.8 million from A$400,000 previously. 

Despite rising nitrile latex (NBR) cost during the quarter, the increase in ASP during the period kept profit margins high
and stronger operational net cashflow was also attributable to a reduction in natural gas cost.

Notably, the company paid an A$1.2 million interim dividend to shareholders in March 2021. 

Capacity expansion plans

Catering further for the expansion program, glove production lines 7 and 8 are at the final stages of installation and will
be commissioned in August and September this year respectively. 

These two lines will increase nitrile gloves production capacity to 78 million pieces per month, a 22% increase over
current production levels, or 936 million pieces per annum. 

This capex initiative commenced in mid-2020 at a budget of A$6.2 million. 

Production lines 5 to 8 are financed through existing cash reserves and operational cashflow. 

Second factory construction

The company has embarked on an aggressive further expansion drive, with the construction of a second factory on
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adjacent land owned by VIP to house a further eight double former production lines under a A$30 million two-year plan. 

This entire facility is earmarked for full completion toward the end of 2022, and will generate a combined nitrile glove
production capacity of 220 million pieces per month, or 2.6 billion pieces per annum.

Expected demand increases

The Malaysian Rubber Glove Manufacturers Association's (MARGMA) recent virtual briefing in March outlined that
global demand for rubber and nitrile gloves is projected to reach 500 billion pieces in 2021, while world supply is only at
420 billion.

The 80 billion shortage is expected to continue to drive ASP higher, as demand continues. 

MARGMA further suggested that, even in the post-pandemic era, demand for rubber and nitrile gloves is expected to
experience annual growth of between 12% and 15% per annum in the longer term, compared to only 8%-10% annual
growth prior to the pandemic. 

VIP believes its capacity expansion drive is both timely and prudent and will be able to capitalise on the supply shortage
situation. 

Given indications from its existing customers, the company is confident to achieve an overall plant utilisation level of
over 95% when all new production capacities are in place. 

Distribution to new markets

In January, the company was awarded the Conformitè Europëenne (CE) Mark Examination Certificate, and is now
gearing up to expand its distribution network to the lucrative European distributors and wholesalers, as well as to sell its
products directly to end buyers in Europe. 

At the same time, VIP is also finalising the US FDA applications.

Once it obtains the necessary accreditation, it will open yet another new market in North America. 

These new markets offer potential volume sales with much higher ASP and will also provide VIP the platform to launch
its own brand name into these markets. 

This marketing approach bodes well, as it helps build brand equity and reputation in the longer term and coincides with
the capacity expansion plan currently being undertaken as VIP can allocate more products for its house brand.
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors, private client brokers, fund managers and international investor communities.

     Contact us +61 (0)2 9280 0700 action@proactiveinvestors.com.au

No investment advice

Proactive Investors Australia Pty Ltd  ACN 132 787 654 (the Company, we or us) provides you with access to the content set out above, including any news,
quotes, information, data, text, reports, ratings, opinions, images, photos, graphics, graphs, charts, animations and video (Content) and this website (the Site)
on the terms set out in this disclaimer, together with all other terms and conditions, disclaimers and other notices displayed elsewhere on this Site.
                       It is important for you to know that:
                       (a)	none of the Content is, or is intended to be, general or personal advice
                       (b)	the principal purpose of the Content is to provide factual information only and to comment on news; 
                       (c)	the Content does not contain or imply any recommendation or opinion intended to influence your financial decisions, including in respect of
any particular security, portfolio of securities, transaction or investment strategy, and must not be relied upon by you as such; 
                       (d)	in providing you with the Content, we have not considered your objectives, financial situation or needs; and
                       (e)	you should make your own enquiries and obtain your own independent advice prior to making any financial decisions. 
                       The Content contains data (including but not limited to prices, statistics and calculated information) obtained from a variety of third party sources
(Third Party Data). The Company does not make any representation or warranty that any of the Content, including the Third Party Data, will be reliable,
accurate or complete. The Company disclaims all responsibility and liability arising in any way from any errors or omissions in the Content, including the Third
Party Data, including any loss you may incur in connection with any action or decision made by you in reliance upon the Content or Third Party Data. 
                       In certain circumstances the Company, its related bodies corporate, or their affiliates, may have received, or be entitled to receive, financial or
other consideration in connection with providing information about certain entities on the Site, which may include the above Content. 

Powered by TCPDF (www.tcpdf.org)

www.proactiveinvestors.co.uk www.proactiveinvestors.com www.proactiveinvestors.com.au ca.proactiveinvestors.com www.proactiveinvestors.de www.proactiveinvestors.com.hk

United Kingdom North America Australia Canada Germany China

www.proactiveinvestors.com.au Suite 102, 55 Mountain Street Ultimo, NSW 2007 ABN: 19 132 787 654

mailto:action@proactiveinvestors.com.au
http://www.tcpdf.org
https://www.proactiveinvestors.co.uk/
https://www.proactiveinvestors.com
https://www.proactiveinvestors.com.au
https://ca.proactiveinvestors.com
http://www.proactiveinvestors.de
http://www.proactiveinvestors.com.hk
https://www.proactiveinvestors.co.uk
https://www.proactiveinvestors.com
https://www.proactiveinvestors.com.au
https://ca.proactiveinvestors.com
http://www.proactiveinvestors.de
http://www.proactiveinvestors.com.hk

