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Refer to important disclosures at the end of this report

Difficult business conditions, poor set of results – Maintain Fully
Valued

SERL reported a poor set of 1H05 earnings. Key semiconductor
distribution business registered a 25% decline in sales. According to
the company, the decrease was due to the rescheduling of orders by
customers of a subsidiary but we believe the weaker semiconductor
sales in 1H05 was another factor behind the fall in sales. Group’s
consumer digital appliances also registered a sharp 65% decline in
turnover due to weaker than expected demand in US.

At the net profit level, the semiconductor segment posted a net loss of
S$2.8m due to lower turnover and less commission income business.
Losses at the consumer digital appliance and other business fell due
to reduction in operating costs and a lower provision for inventories.

Group plans to focus its efforts in North Asia such as China, Taiwan
and Korea. It is currently reviewing its consumer digital appliances
business. Maintain Fully Valued, revised target price of S$0.13, based
on P/BV multiple of 0.5x.

Serial Systems Results Summary

FY Dec (S$m) 1H05 1H04 % Y-o-Y
Turnover 126.695 171.045 -26%
Gross Profit 14.6 14.6 0%
S, G & A -18.7 -18.2 3%
EBITDA -0.4 3.8 nm
Depreciation 1.8 1.1 58%
Operating profit -2.2 2.7 nm

Associates 0.9 2.2
Pretax profit -2.4 4.4 nm
Tax -1.3 -0.2 498%
Minority Interest -0.3 -0.2 43%
Net Profit -2.8 2.8 nm
Gross margin (%) 11.5% 8.6%

Operating margin -1.7% 1.6%

Net margin -2.2% 1.6%

EBITDA margin (%) -0.3% 2.2%

Tax rate (%) 56.0% -5.0%

Source: DBS Vickers, Company

Serial Systems
(SERL SP : S$0.13)
FYE Dec

(S$m) 2004 2005F 2006F
Turnover 313.6 329.5 346.0

Net Profit -4.0 0.3 0.1

EPS (cts) -1.3 0.9 0.9

PE (x) nm 159 433

Div Yield (%) 0.8 0.0 0.0
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DBS Vickers Research receives compensation from the SGX MAS Research Incentive scheme for coverage of Serial
Systems participating in the scheme. Coverage of this stock has been assigned to DBS Vickers Research by the scheme
administrator.

As of 15 August 2005, 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 11 August 2005.

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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