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HAYLEYS PLC [HAYL.NOOOO]

BOOK PROFITS & DISCONTINUE COVERAGE

“TIME TO BOOK PROFITS!!!”

Fair Value: FY22E - LKR 110.0 [-15%)]
Total Return with DPS: FY22E -139% [AER -41%]

FY23E - LKR 125.0 [-3%)]
FY23E 0% [AER 0%]

PREVIOUS REPORTS: MAY '21 - DEC '21

First Capital Research published the HAYL initiation note on 24" May 2021 at the
market price of LKR 75.0 and a detailed corporate update was published on 23™ Aug
2021. A further report on the hand protection sector was published on 24" Sep 2021
and expected a negative impact to stem from normalizing Average Selling Prices of
Gloves on HAYL’s bottom line in 2HFY22E, considering the fact that hand protection
segment contributed 16% of the total group EBIT in 1QFY22. Consequently, HAYL's
profitability for FY22E was marginally downgraded to LKR 9.9Bn and to LKR 11.4Bn for
FY23E although fair values were broadly maintained. Since our initiation note on 24"
May 2021, the share price appreciated significantly and achieved our fair value for
FY23E on 1%t Sep 2021 and 52-week high price of LKR 134.0 on 17" Dec 2021 registering
a capital gain of 79%.

HAYL FY22E and FY23E FAIR VALUES WERE ESTIMATED AT LKR 110.0
and LKR 125.0 — BOOK PROFITS & DISCONTINUE COVERAGE

HAYL 2QFY22 earnings were recorded at LKR 2.8Bn (+68.8%YoY) compared to the
profits of LKR 1.7Bn in 2QFY21 while 6MFY22 earnings were LKR 5.0Bn in line with our
FY22E earnings forecast. Revenue recorded a growth of 35.4%YoY to LKR 79.4Bn in
2QFY22 although GP margin declined by 295bps to 22% amidst the rise in cost of sales
on the back of upsurge in raw material prices. Transportation segment was the main
contributor to OP with a YoY growth of 146.7% to LKR 1.9Bn. However, Hand
Protection, Purification and Consumer segments witnessed a decline in operating
profits by 32.8%YoY, 42.5%YoY and 4.2%YoY respectively. Finance cost increased by
18%YoY to LKR 3.0Bn amidst rise in interest bearing borrowings; however, surge in
finance income by 116%YoY negated the negative impact of the finance cost.

Considering the fact that 6MFY22 performance of HAYL is in line with our earnings
expectations, we broadly maintain earnings targets for FY22E and for FY23E while fair
values are also maintained at LKR 110.0 and LKR 125.0 for FY22E and FY23E
respectively. We believe that stock price may move further on the back of sentiment;
however, earnings potential of the company has been already reflected in the share
price. Accordingly, First Capital Research believes that counter has outperformed and
is hovering near to our fair values for FY22E and FY23E. BOOK PROFITS &
DISCONTINUE COVERAGE

P/E 31 March FY18 FY19 FY20 FY21 FY22E FY23E FY24E
Estimates (LKR 'Mn)

Revenue 163,249 219,182 210,307 241,276 317,138 353,532 403,208
Gross Profit 35,848 48,975 50,153 61,159 80,236 89,338 101,608
EBIT 11,403 15,989 16,473 25,954 32,905 35,990 39,173
Net Profit 1,024 265 372 7,637 9,925 11,489 12,941
Adjusted EPS (LKR) 1.4 0.4 0.5 10.2 13.2 15.3 17.3
YoY Growth (%) -63% -74% 40% 1951% 30% 16% 13%
DPS 0.5 0.5 - 1.3 1.7 2.0 2.2
Valuations

PER (x) 94.5x 364.6x 259.8x 12.7x 9.7x 8.4x 7.5x
PBV (x) 2.4x 2.4x 2.4x 2.0x 1.7x 1.5x 1.2x
DY (%) 0.4% 0.4% 0.0% 1.0% 1.3% 1.5% 1.7%
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KEY DATA

CSE Ticker HAYL.NO0OO

Bloomberg Ticker HAYL SL

Share Price (LKR) 129.0

52w High (LKR) 134.0

52w Low (LKR) 38.6

Issued Share Capital (Shares 'Mn) 750.00

Market Cap (LKR 'Mn) 96,750

Market Cap (USD 'Mn) 479

*1 USD =LKR 202

Price Performance (%) 1 mth 3 mths 12mths
HAYL 32% 30% 235%
ASPI 8% 32% 76%

Price Movement of HAYL vs ASPI (Indexed and rebased to 100)
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BUY BUY BOOK PROFITS

Disclosure on Shareholding:

First Capital Group or the covering analyst did not hold 1%
or more of the total outstanding share capital of HAYL during
the five trading days prior to the issuance of this document.
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Disclaimer:

This Review is prepared and issued by First Capital Holdings PLC based on information in the public domain, internally developed and other sources, believed to be correct. Although all
reasonable care has been taken to ensure the contents of the Review are accurate, First Capital Holdings PLC and/or its Directors, employees, are not responsible for the accuracy,
usefulness, reliability of same. First Capital Holdings PLC may act as a Brokerin the investments which are the subject of this document or related investments and may have acted on or
used the information contained in this document, or the research or analysis on which it is based, before its publication. First Capital Holdings PLC and/or a connected person or
associated person may also have a position or be otherwise interested in the investments referred to in this document. This is not an offer to sell or buy the investments referred to in this
document. This Review may contain data which are inaccurate and unreliable. You hereby waive irrevocably any rights or remedies in law or equity you have or may have against First
Capital Holdings PLC with respect to the Review and agree to indemnify and hold First Capital Holdings PLC and/or its principal, their respective directors and employees harmless to the
fullest extent allowed by law regarding all matters related to your use of this Review. No part of this document may be reproduced, distributed or published in whole or in part by any
means to any other person for any purpose without prior permission.

This report providing a snapshot of fixed income, equity and unit trust is composed and circulated by First Capital Holdings PLC aninvestment bankin Sri Lanka. The company operates in
the capital market of Sri Lanka with operations in government securities - treasury bills and bonds, stock brokering and share market investments, asset management, private wealth
management, retirement planning, personal financial planning, unit trust, margin trading, capital market research, trustee services, corporate finance advisory services including
corporate debt structuring (debentures, trust certificates, commercial papers), valuations, restructuring, mergers and acquisitions, initial public offerings (IPOs) and project advisory. The
First Capital Group consists of First Capital Treasuries PLC, First Capital Limited, First Capital Markets Limited, First Capital Asset Management Limited and First Capital Equities (Private)
Limited covering Colombo, Negombo, Matara, Kandy and Kurunegala.



