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Maintain BUY - more optimistic on FY10  
• 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. 
• 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 yoy chg (%) 2H09 2H08 yoy chg (%) 1H09 hoh chg (%)

Sales (S$ mil) 556.5 510.6 9.0 327.5 252.1 29.9 229.1 43.0
Gross profit (S$ mil) 48.6 46.7 4.1 28.0 23.7 18.0 20.6 35.8
Operating profit (S$ mil) 10.2 10.7 (4.4) 7.6 5.6 35.7 2.7 183.8
Net profit (S$ mil) 7.5 6.0 24.4 6.3 2.9 118.5 1.2 432.9

Chg (in ppt) Chg (in ppt)
Gross profit margin (%) 8.7 9.1 (0.4) 8.5 9.4 (0.9) 9.0
Operating profit margin (%) 1.8 2.1 (0.3) 2.3 2.2 0.1 1.2
Net profit margin (%) 1.3 1.2 0.2 1.9 1.1 0.8 0.5

yoy chg (%) yoy chg (%)
EPS (Sing cts) 1.1 1.0 11.0 #DIV/0! 0.2
Net asset value per share (Sing cts) 12.9 13.4 (3.6) #DIV/0! 12.1

Current ratio (x) 1.6 1.8 (9.6) #DIV/0! 1.8
Quick ratio (x) 0.9 1.2 (20.8) #DIV/0! 1.2
Net gearing (x) 0.3 0.2 43.9 #DIV/0! 0.2

ROE (%) 8.2 7.6 0.6 2.8

Receivables days 45 41 10 49
Inventory days 50 32 56 39
Payable days 39 24 62 32
Cash cycle in days 56 49 5 56
Source: CIMB-GK Research, Company  
 
Backend loaded FY09 
• Sales and net profit were 21% and 17% above our expectation 

respectively. 
• 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.  

• 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.  

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

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

Management executed well 
• In our 1H09 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 
 
FYE Dec 2008 2009 2010F 2011F 2012F
Revenue (S$ m) 510.6              556.5              606.6              661.2              720.7              
EBITDA (S$ m) 11.5                 11.8                 14.5                 17.1                 19.2                 
EBITDA margins (%) 2.3                   2.1                   2.4                   2.6                   2.7                   
Pretax profit (S$ m) 8.0                   9.1                   11.1                 13.7                 15.8                 
Net profit (S$ m) 6.0                   7.5                   8.7                   10.8                 12.5                 
EPS (cts) 1.0                   1.1                   1.2                   1.5                   1.7                   
EPS growth (%) -49% +13% +11% +24% +16%
P/E (x) 8.8                   7.8                   7.0                   5.7                   4.9                   
FD EPS (cts) 1.0                   0.9                   1.1                   1.3                   1.5                   
FD P/E (x) 8.8                   9.4                   8.1                   6.5                   5.7                   
Gross DPS (cts) 0.6                   0.5                   0.5                   0.5                   0.5                   
Dividend yield (%) 6.6                   5.9                   6.0                   6.0                   6.0                   
P/NTA (x) 0.7                   0.8                   0.7                   0.7                   0.6                   
ROE (%) 7.5                   8.6                   9.1                   10.5                 11.3                 
Net gearing (%) 18.4                 27.4                 15.5                 12.9                 9.8                   
P/CF (x) 7.0                   6.9                   6.0                   4.9                   4.3                   
EV/EBITDA (x) 7.2                   7.0                   5.7                   4.9                   4.3                    

 

Peer valuation  
 

Bloomberg Mkt cap P/BV ROE Div
ticker (US$ m) (x) (%) yield (%)

CY10 CY11 CY10 CY10 CY10
Arrow Electronics ARW US 3,380.5 11.0 9.5 1.1 10.3 0.0
Avnet inc AVT US 4,189.3 10.9 9.9 1.3 11.8 0.0
WPG Holdings 3702 TT 1,524.1 11.9 10.3 2.4 21.7 4.9

Sector average 11.3 9.9 1.6 14.6 1.6
Source: Bloomberg

Core
P/E (x)

 
 
About Serial System 
• 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.  

• 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. 

• 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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based on specific investment banking transactions or for providing a specific recommendation for, or view of, a particular company. However, the analyst(s) may receive 
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research personnel involved in the preparation of this report may also participate in the solicitation of the businesses as described above. In reviewing this research 
report, an investor should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. Additional information is, 
subject to the duties of confidentiality, available on request. 
The term “CIMB” shall denote where applicable the relevant entity distributing the report in that particular jurisdiction where mentioned specifically below shall be a CIMB 
Group Sdn Bhd’s affiliates, subsidiaries and related companies. 
 

(i) As of 1 March 2010, CIMB  has a proprietary position in the following securities in this report: 
(a)  -

(ii) As of  2 March 2010, the analyst, William Tng who prepared this report, has / have an interest in the securities in the following company or companies covered or 
recommended in this report: 
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The information contained in this research report is prepared from data believed to be correct and reliable at the time of issue of this report. This report does not purport 
to contain all the information that a prospective investor may require. CIMB or any of its affiliates does not make any guarantee, representation or warranty, express or 
implied, as to the adequacy, accuracy, completeness, reliability or fairness of any such information and opinion contained in this report and accordingly, neither CIMB 
nor any of its affiliates nor its related persons shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or 
consequential losses, loss of profits and damages) of any reliance thereon or usage thereof. 
This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst CIMB and its affiliates’ clients generally and 
does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this report. The 
information and opinions in this report are not and should not be construed or considered as an offer, recommendation or solicitation to buy or sell the subject securities, 
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and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on to any other person. This research has been prepared without 
taking into account the objectives, financial situation or needs of the individual recipient. 
France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to subscribe to, or 
used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is not intended as a solicitation for 
the purchase of any financial instrument. 
Hong Kong: This report is issued and distributed in Hong Kong by CIMB Securities (HK) Limited (“CHK”) which is licensed in Hong Kong by the Securities and Futures 
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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 (ii) 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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