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Maintain BUY - more optimistic on FY10

e Maintain BUY. Target price based on parity to NTA is raised to S$0.12
from S$0.11 previously.

® 6% prospective yields offer downside protection while net gearing
remains manageable at 0.27x in FY09 and could fall to 0.16x in FY10.

o Implied CY11 P/E of 8.1x is reasonable as it represents an 18%
discount to the peer sector average CY11 P/E of 9.9x.

Net profit grew 24% yoy

Results summary
FY09 FY08  yoychg ()  2H09 H08  yoychg(®)  1H9 hohchg (%)
Sales (S$ mil) 5565 510.6 90 3215 2521 29 291 0
Gross profit (5§ mi) 486 467 41 280 87 180 26 38
Operating proft (% mil 102 107 (4 6 56 %7 21 1838
Net profit (S mil) 75 6.0 244 6.3 29 1185 12 4329
Chy (in ppt) Ch (in ppt)
Gross profit margin (%) 87 91 (04) 85 94 (09 90
Operafing profit margin (%) 18 21 (03) 23 22 01 12
Net profit margin (%) 13 12 02 19 11 08 05
yoy chg (%) yoy chg (%)
EPS (Sing cts) 11 10 110 V0! 02
Net asset value per share (Sing cts) ~ 12.9 134 (36) HIV0! 121
Current ratio (x) 16 18 (9.6) #DIVI0! 18
Quick ratio (x) 09 12 (208) #DIV/0! 12
Net gearing (x) 03 02 139 #DIVI0! 02
ROE (%) 82 6 06 28
Receivables days & 4 10 4
Inventory days 50 2 56 3
Payable days 39 2% 62 2
Cash cycle in days 56 P 5 56

Source: CIMB-GK Research, Company

Backend loaded FY09

e Sales and net profit were 21% and 17% above our expectation
respectively.

o The variance between our profit forecast and that reported by Serial
came primarily from the sales performance. While we were looking at
a 10% yoy sales decline (1H09 sales fell 11% yoy), Serial System
reported a 9% yoy rise in sales.

o 2H09 performance was very strong. Half-on-half, sales grew 43% in
2H09 versus a 2.5% decline half-on-half in 2H08. 2H09 sales
accounted for 59% of full year sales versus just 49%. 2H09 net profit
accounted for 84% of the full year total. Last year, 2H08 net profit was
just 48% for the year's total.

o The better sales performance was due to demand from the North Asia
cluster (China, South Korea and Taiwan) as well as component
shortages.

e EPS was 1.11 Sing cts and book value per share was 12.9 Sing cts.

o A final DPS of 0.38 Sing cts was proposed. Full year DPS was 0.51
Sing cts versus 0.58 Sing cts in FY08.

2 March 2010

Price @1/3/10: S$0.085
52-week range (SGD): 0.055 - 0.085
Market cap — S$61.6m

Management executed well

e In our 1HO9 results commentary, we wrote that “management (was)
executing well”. Second half performance demonstrated that
management executed well beyond our expectation.

¢ On outlook, Serial System remains concerned over macro risks but at
the micro level, the Group is more confident of the outlook for FY10
compared with FY09.

Financial analysis

SERL SP
BUY; TP: S$0.12

FYE Dec 2008 2009 2010F 2011F 2012F
Revenue (S$ m) 5106 556.5 606.6 661.2 7207
EBITDA (S$ m) 115 118 145 171 192
EBITDA margins (%) 23 21 24 26 27
Pretax profit (S§ m) 8.0 9.1 111 137 158
Net profit (S$ m) 6.0 75 8.7 108 125
EPS (cts) 10 11 12 15 17
EPS growth (%) -49% +13% +11% +24% +16%
PIE (x) 88 78 70 57 49
FD EPS (cts) 10 09 11 13 15
FD PIE (x) 88 94 81 6.5 57
Gross DPS (cts) 0.6 05 05 05 05
Dividend yield (%) 6.6 59 6.0 6.0 6.0
PINTA (x) 07 08 07 07 06
ROE (%) 75 86 91 105 113
Net gearing (%) 184 214 155 129 98
PICF (x) 70 69 6.0 49 43
EV/EBITDA () 72 70 57 49 43
Bloomberg Mkt cap Core PBV ROE Div

ticker (US$ m) PIE(X) (x) (%) yield (%)

CY10 Cyil CY10 CY10 CY10

Arrow Electronics ARWUS 33805 110 95 11 103 0.0
Avnetine AVTUS 41893 109 99 13 118 00
WPG Holdings 370211 15241 119 103 24 207 49
Sector average 113 99 16 146 16

Source: Bloomberg

About Serial System

o Serial System was established in Singapore in 1988 as a distributor of
semiconductors and electronic components in the Asia Pacific region,
offering design support, materials planning, inventory management,
programming and assembly services.

e The Group also provides technology solutions and aims to add value
to its customers with turnkey design, warehousing and logistics
services. Products distributed by Serial System are used in the
semiconductor,  medical,  automotive,  office  automation,
telecommunications and consumer electronics industries.

o Serial System has an established presence in key Asian markets such
as China, Hong Kong, Malaysia, Korea, Taiwan, Thailand, Philippines,
India and Vietnam.
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RETAIL RESEARCH RECOMMENDATION FRAMEWORK

STOCK RECOMMENDATIONS

SECTOR RECOMMENDATIONS

BUY: The stock's total return is expected to be +15% or better over the next
three months.

OVERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of +15% or
better over the next three months.

HOLD: The stock's total return is expected to range between +15% and -15%
over the next three months.

NEUTRAL: The industry, as defined by the analyst's coverage universe, has
either (i) an equal number of stocks that are expected to have total returns of
+15% (or better) or -15% (or worse), or (i) stocks that are predominantly
expected to have total returns that will range from +15% to -15%; both over the
next three months.

SELL: The stock's total return is expected to be -15% or worse over the next
three months.

UNDERWEIGHT: The industry, as defined by the analyst's coverage universe,
has a high number of stocks that are expected to have total returns of -15% or
worse over the next three months.
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