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Comment on Results Outlook Recommendation 
1H07 results (barring extra-ordinaries) were 
below expectations,. The Group posted a 
net loss (pre extra-ordinaries) of S$3.5m. 
Taking into account the profit contribution 
from the sale of interest in Wintech 
(S$7.1m) and fair value gain on investment 
properties (S$0.4m), the Group posted a 
net profit of S$4.0m, up 20% y-o-y. 

Revenue base of S$217.9m was up 13% y-o-
y and 27% q-o-q, mainly from increased 
demand and customer base in North Asia 
(+21%). Turnover in South east Asia, 
however, fell 23% as a result of the loss of 
a major customer, Vitelcom. 

The loss was mainly on account of lower 
gross margin of 8.5% as compared to 9.7% 
in 1H06, and an increase in provision for 
trade receivables of S$3.5m.  

 

We project a net loss for 2H07, taking into 
account the fact that competition 
continues to grow intensely along with 
rising costs, especially in North Asia, where 
90% of the Group’s revenues come from.   

Gross margins are expected to fall further 
and the Group will have to incur additional 
expenditure in strengthening marketing 
and distribution channels in North Asia to 
be able to sustain market share. Unless the 
Group can find new business opportunities 
or markets, and strategies to improve 
margins, the situation does not augur well, 
going forward into FY 2008 despite 
possible steady increase in revenue. 

As such, despite the S$7.5m one-time gains, 
we revise FY07 earnings estimates down by 
40% to S$1.4m and FY08 earnings by 17% 
to S$2.3m, primarily on account of 
diminishing margins. 

The Group has declared an interim 
dividend of 1 cent per share (tax-exempt) 
and a special net interim dividend of 1.7 
per share, which translates into a dividend 
yield in excess of 10%, providing some 
downside support to the stock price.  

However, concerned by the Groups’ rising 
costs, deteriorating profitability and lack of 
initiatives, we lower our target price to 
S$0.14, pegged at 0.7x P/B, and maintain 
our recommendation at FULLY VALUED. 

ANALYST: Singapore Research Team +65 6533 9688 research@dbsvickers.com 
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Results Summary 

FY Dec (S$m) 1H06 2H06 1H07 yoy chg hoh chg Comments

Sales 192.3 172.1 217.9 13% 27%

Cost of Goods Sold (173.6) (154.9) (199.3) 15% 29%

Gross Profit 18.7 17.1 18.6 0% 9%

Other Operating Income 2.4 2.1 2.6 7% 22%

Distribution 
(10.1) (9.9) (11.4) 13% 15% Higher expansion costs in HK and higher 

commission expenses

Administrative (2.4) (2.7) (2.6) 10% -1%

Others (6.6) (14.6) (8.8) 35% -39% Higher provision for trade receivables

Other Operating Expenses (19.1) (27.1) (22.9) 20% -16%

EBIT 2.0 (7.9) (1.8) -186% -78%

Interest Income 0.1 0.1 0.0 -100% -100%

Interest Expense (1.6) (1.6) (1.2) -22% -25% Decline in average borrowings

Share of Associates' or JV Income 
1.4 (2.5) (0.3) -122% -88% Loss from newly acquired 36% interest in 

Bull Will Co.

Exceptional Gains/(Losses) 
2.0 3.9 7.5 Gain on sale of Wintech + Gain on

investment properties

Pretax Profit 3.9 (8.0) 4.2 8% -153%

Tax (0.2) (0.2) (0.3) 73% 55%

Minority Interests  (0.4) (0.1) 0.1 -124% -190%

Net Profit 

3.3 (8.3) 4.0 20% -148%

Net Profit (pre ex.) 1.3 (12.2) (3.5)

  

Margins (%)  

Gross Margin 
9.7 9.9 8.5 Intensely competitive environment and

rising costs

SGA % Sales 9.9 15.8 10.5

EBIT Margin 1.1 -4.6 -0.8

Pre-tax Margin 2.0 -4.7 1.9

Net Margin 1.7 -4.8 1.8

  
Source: Company, DBS Vickers 
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DBSV recommendations are based an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (0-15% total return over the next 12 months for small caps, 0-10% for large caps) 

FULLY VALUED (negative total return i.e.  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame) 

Share price appreciation + dividends 
 
DBS Vickers Research is available on the following electronic platforms:  DBS Vickers (www.dbsvresearch.com); Thomson 
(www.thomson.com/financial); Factset (www.factset.com); Reuters (www.rbr.reuters.com); and Bloomberg (DBSR GO). For 
access, please contact your DBSV salesperson. 
 

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 14 Aug 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 10 Aug 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. 
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