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FORECASTS AND VALUATION

FY Dec (S$ m) 2005A  2006F 2007F  2008F
Turnover 303.7 377.6 396.2 416.1
EBITDA (1.5) 4.7 8.1 9.1
Pre-tax Profit (5.1) (6.0) 3.1 3.7
Net Profit (6.0) (4.5) 25 3.0
Net Pft (Pre Ex.) (6.0) (6.1) 25 3.0
EPS (S cts) (2.0) 1.2) 0.7 0.8
EPS Gth (%) 48 (38) (156) 21
Diluted EPS (S cts) (1.9) (1.0) 0.5 0.7
DPS (S cts) 0.0 0.0 0.0 0.0
BVPer Share (S cts) 22.3 211 21.8 22.6
PE (X) (7.2) (11.4) 20.4 16.9
P/Cash Flow (X) (8.9) (14.4) 9.8 8.7
EV/EBITDA (X) (58.1) (21.2) 9.6 8.4
Net Div Yield (%0) 0.0 0.0 0.0 0.0
P/Book Value (X) 0.6 0.7 0.6 0.6
Net Debt/Equity (X) 0.5 0.5 0.3 0.2
ROAE (%) (7.6) (5.6) 3.2 3.7
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Serial System

Profit Warning

» Story: Serial warned that the company might record a loss
for FYO6 on a provision for Vitelcom’s trade receivables,
amounting to S$11m. In addition, the company has also
reduced its stake in Wintech to a mere 10.8%, which would
significantly reduce its associate income in 4Q06.

> Point: Hence, in anticipation of a full provision of S$11m
for Vitelcom’s trade receivable, we have revised FY06 earnings
forecast to a net loss of S$4.5m, from S$4.5m net profit
previously. Moving into FYO7, we expect Serial to turn
profitable as it expands its regional presence through M&A in
North Asia.

» Relevance: In view of high earnings risk, we maintain our
Fully Valued rating and price target of $S$0.13 based on 0.72x
P/Bv.

Provision for Vitelcom’s trade receivables lead to losses. Serial’s
customer, Vitelcom Mobile technology (“Vitelcom™), revealed that it
would not be able to fully repay trade receivables owing to Serial
amounting to S$11m as it is at present experiencing financial
difficulties. In anticipation of a full provision, we have revised 2H06
earnings forecast from a S$1.2m profit to loss making of S$7.8m,
bringing down the full year bottomline to a loss of S$4.5m, from a
S$4.5m net profit previously.

Reduction of stake in Wintech Microelectronics to 10.81%, from
20.45% in 1HO06. Serial recently disposed 9.64% of Wintech
Microelectronics for a S$0.6m gain. The net proceeds of
approximately S$19m are meant to: (I) fund the business operations
and expansion plans; (Il) repay bank borrowings; and (Ill) fund the
working capital. Consequently, Serial would not equity account
Wintech’s earnings at associate level starting 4Q06. Note that this
reduction would significantly lower Serial’s bottomline as Wintech
contributed 35% of net profit for 1H06. There is no significant
change to our forecast as we have factored the move in our previous
estimates.

Maintain Fully Valued and Target Price of S$0.13. We expect Serial
to turn profitable going into FY07 as the company expands its
regional presence through M&A in North Asia. In view of its rich
valuation and earnings uncertainty, we maintain Fully Valued rating
on the stock with price target of S$0.13 based on 0.72x P/Bv.
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Income Statement (S$ m)
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Serial System

Balance Sheet (S$ m)

FY Dec 2005A  2006F  2007F  2008F FY Dec 2005A  2006F  2007F  2008F

Turnover 303.7 377.6 396.2 416.1  Net Fixed Assets 17.1 15.7 14.2 12.6

Cost of Goods Sold (270.2) (341.0) (357.8) (375.7) Invtsin Assocs & JVs 38.1 2.9 3.1 3.2

Gross Profit 335 36.6 38.4 40.4  Other LT Assets 12.6 11.9 11.1 10.4

Other Opg (Exp)/Inc (37.5) (44.0) (33.2) (34.2) Cash & ST Invts 14.5 37.6 40.4 41.5

EBIT (4.0) (7.4) 5.2 6.1  Other Current Assets 114.0 141.3 148.2 155.5

Other Non Opg (Exp)/Inc 0.0 0.0 0.0 0.0 Total Assets 196.5 209.4 217.0 223.3

Associates & JV Inc 1.3 1.8 0.2 0.2

Net Interest (Exp)/Inc (2.4) (2.4) (2.3) (2.6) ST Debt 34.6 42.6 42.6 42.6

Exceptional Gain/(Loss) 0.0 2.0 0.0 0.0 Other Current Liab 54.5 63.8 69.0 72.3

Pre-tax Profit (5.1) (6.0) 3.1 3.7 LT Debt 19.9 19.9 19.9 19.9

Tax (0.9) 1.6 (0.6) (0.8) Other LT Liabilities 1.6 1.6 1.6 1.6

Minority Interest 0.0 (0.1) 0.0 0.1 Shareholder’s Equity 81.5 77.0 79.5 82.5

Preference Dividend 0.0 0.0 0.0 0.0  Minority Interests 4.3 4.4 4.3 4.3

Net Profit (6.0) (4.5) 25 3.0 Total Cap. & Liab. 196.5 209.4 217.0 223.3

Net profit before Except. (6.0) (6.1) 25 3.0

EBITDA (1.5) 4.7) 8.1 9.1 Non-Cash Wkg. Cap 59.6 96.5 79.2 83.2

Sales Gth (%) 3) 24 5 5 Net Cash/(Debt) (40.1) (44.0) (22.2) (21.2)

EBITDA Gth (%) 2) 213 (272) 13

EBIT Gth (%) (11) 85 (170) 18

Effective Tax Rate (%) N/A N/A 20.0 21.0

Cash Flow Statement (S$ m) Rates & Ratios

FY Dec 2005A  2006F  2007F 2008F FY Dec 2005A  2006F  2007F  2008F

Pre-Tax Profit (5.1) (6.0) 3.1 3.7 Gross Margin (%) 11.0 9.7 9.7 9.7

Dep. & Amort. 25 2.7 2.8 3.0 EBITDA Margin (%) (0.5) 1.2) 2.0 2.2

Tax Paid (1.6) (0.7) 1.6 (0.6)  EBIT Margin (%) (1.3) (2.0) 1.3 15

Assoc. & JV Inc/(loss) (1.3) (1.8) (0.2) (0.2)  Net Profit Margin (%) (2.0) 1.2) 0.6 0.7

Chg in Wkg.Cap. (10.9) (15.6) (3.9) (4.2) ROAE (%) (7.6) (5.6) 3.2 3.7

Other Operating CF 6.4 0.0 0.0 0.0 ROA (%) 1.4) 2.7) 2.7 31

Net Operating CF (10.0) (21.4) 34 1.8 ROCE (%) (2.4) (4.3) 4.1 5.2

Capital Exp.(net) (0.5) (0.6) (0.6) (0.6) Div Payout Ratio (%) N/A N/A 0.0 0.0

Other Invts.(net) (2.3) (19.0) 19.0 0.0 Interest Cover (x) 2.7 (3.1) 23 2.4

Invts in Assoc. & JV (3.0) 37.0 0.0 0.0 Debtors Turn (days) 74.7 74.7 74.7 74.7

Div from Assoc & JV 0.0 0.0 0.0 0.0 Creditors Turn (days) 57.4 57.0 58.9 59.0

Other Investing CF 0.9 0.0 0.0 0.0 Inventory Turn (days) 67.3 66.3 66.3 66.3

Net Investing CF (4.9) 17.4 18.4 (0.6) Current Ratio (x) 14 1.7 1.7 1.7

Div Paid (0.6) 0.0 0.0 0.0  Quick Ratio (x) 0.9 11 11 11

Chg in Gross Debt 12.1 8.0 0.0 0.0 Net Debt/Equity (X) 0.5 0.5 0.3 0.2

Capital Issues 7.0 0.0 0.0 0.0 Capex to Debt (%) 0.8 0.9 0.9 1.0

Other Financing CF 1.8 0.0 0.0 0.0  N.Cash/(Debt)PS (S cts) (11.0) (12.1) (6.1) (5.8)

Net Financing CF 20.3 8.0 0.0 0.0 Opg CFPS (S cts) 0.31 (1.59) 2.02 1.63

Net Cashflow 5.4 4.1 21.8 1.1 Free CFPS (S cts) (3.4) (6.0) 0.8 0.3

Quarterly / Interim Income Statement (S$ m) PE Chart (x)

FY Dec 1H2005 2H2005 1H2006 2H2006 )

Turnover 126.7 1770 1923 1852 %7

Cost of Goods Sold (112.1) (158.1) (173.6) (167.3)

Gross Profit 14.6 18.9 18.7 17.9

Other Oper. (Exp)/Inc (16.8) (20.7) (16.7) (27.4) 26.0 A

EBIT (2.2) (1.8) 2.0 (9.5)

Other Non Opg (Exp)/Inc N/A N/A N/A N/A

Associates & JV Inc 0.9 0.4 14 0.4 240 |

Net Interest (Exp)/Inc (1.0) (1.4) (1.5) (0.9) ’

Exceptional Gain/(Loss) 0.0 0.0 2.0 0.0

Pre-tax Profit (2.4) (2.8) 3.9 (9.9)

Tax 0.2) 0.7) 0.2) 1.8 22.0 +

Minority Interest (0.2) 0.2 (0.4) 0.3

Net Profit (2.8) (3.2) 3.3 (7.8)

Net profit bef Except. (2.8) 3.2) 14 (7.8) 20,0 ‘ ‘ ‘
4-Jul-06 4-Sep-06 4-Nov-06 4-Jan-07

EBITDA (2.2) 0.7 2.0 (6.7)

Sales Gth (%) (11) 40 9 4

EBITDA Gth (%) (48) (132) 186 (431)

EBIT Gth (%) (69) (19) (213) (565)

Gross Margins (%) 115 10.7 9.7 9.7

EBIT Margins (%) a.7) (2.0) 11 (5.1)

Source: Company, DBS Vickers
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DBS Vickers Research receives compensation from the SGX MAS Research Incentive scheme for coverage of
Serial System participating in the scheme. Coverage of this stock has been assigned to DBS Vickers Research
by the scheme administrator.

As of 5 Jan 2007, the analyst and his / her immediate family do not hold positions in the securities
recommended in this report.

DBS Vickers Securities (Singapore) Pte Ltd and its subsidiaries do not have a proprietary position in the
securities recommended in this report as of 3 Jan 2007.

ANALYST CERTIFICATION

The research analyst primarily responsible for the content of this research report, in part or in whole certifies
that the views about the companies and their securities expressed in this report accurately reflect his/her
personal views. The analyst also certifies that no part of his/her compensation was, is, or will be, directly, or
indirectly, related to specific recommendations or views expressed in this report.

This document is published by DBS Vickers Research (Singapore) Pte Ltd ("DBSVR"), a direct wholly-owned
subsidiary of DBS Vickers Securities (Singapore) Pte Ltd ("'DBSVS') and an indirect wholly-owned subsidiary of
DBS Vickers Securities Holdings Pte Ltd ("DBSVH"). The research is based on information obtained from
sources believed to be reliable, but we do not make any representation or warranty as to its accuracy,
completeness or correctness. Opinions expressed are subject to change without notice. This document is
prepared for general circulation. Any recommendation contained in this document does not have regard to
the specific investment objectives, financial situation and the particular needs of any specific addressee. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of
judgement by addressees, who should obtain separate legal or financial advice. DBSVR accepts no liability
whatsoever for any direct or consequential loss arising from any use of this document or further
communication given in relation to this document. This document is not to be construed as an offer or a
solicitation of an offer to buy or sell any securities. DBS Vickers Securities Holdings Pte Ltd is a wholly-
owned subsidiary of DBS Bank Ltd. DBS Bank Ltd along with its affiliates and/or persons associated with any
of them may from time to time have interests in the securities mentioned in this document. DBSVR, DBSVS,
DBS Bank Ltd and their associates, their directors, and/or employees may have positions in, and may effect
transactions in securities mentioned herein and may also perform or seek to perform broking, investment
banking and other banking services for these companies. DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates
of DBS Vickers Securities (USA) Inc (""DBSVUSA™), a U.S.-registered broker-dealer, may beneficially own a
total of 1% or more of any class of common equity securities of the subject company mentioned in this
document. DBSVR, DBSVS, DBS Bank Ltd and/or other affiliates of DBSVUSA may, within the past 12 months,
have received compensation and/or within the next 3 months seek to obtain compensation for investment
banking services from the subject company. DBSVUSA does not have its own investment banking or research
department, nor has it participated in any investment banking transaction as a manager or co-manager in
the past twelve months. Any US persons wishing to obtain further information, including any clarification on
disclosures in this disclaimer, or to effect a transaction in any security discussed in this document should
contact DBSVUSA exclusively. DBS Vickers Securities (UK) Ltd is an authorised person in the meaning of the
Financial Services and Markets Act and is regulated by The Financial Services Authority. Research distributed
in the UK is intended only for institutional clients.

DBS Vickers Research (Singapore) Pte Ltd — 8 Cross Street, #02-01 PWC Building, Singapore 048424
Tel. 65-6533 9688, Fax: 65-6226 8048
Company Regn. No. 198600295W
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