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Refer to important disclosures at the end of this report
.

Surprising S$2.4m loss in 1Q05 - Maintain Fully Valued

Serial Systems (SERL) reported a S$2.4m loss after it advised
that all provisions were made in 4Q04 and due to lower
contribution from Winstech (S$0.4m versus S$1.8m). The loss
stemmed from a 27% y-o-y decline in semiconductor
distribution sales was caused by weak end demand and
rescheduling of orders by customers. SGA to sales also
remained relatively high (15% vs 9% a year ago), resulting in a
S$2m pretax loss.

Management has guided for earnings to turn around in FY05,
largely due to the absence of the S$5m provision for inventory
obsolescence in 2004 and the expansion of its regional
footprint (Taiwan) this year. China will remain the key earnings
growth driver and SERL will also focus on expanding its
product mix and customer base. We expect SERL to be at
least profitable in the next 3 quarters, and meet our FY05
earnings estimate of S$2.9m.

SERL is trading at expensive 2005 PE of 15x. We maintain our
Fully Valued rating and price target of S$0.10 (10x 2005 PE).
We continue to believe that a better alternative to SERL is
Willas-Array, which trades at about 6x PE with ROE of 13%
and offers a dividend yield of 8% (SERL: 1%).

Result Analyser

Source: Company, DBS Vickers

Serial Systems
(SERL SP : S$0.14)
FYE Dec

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

Net Profit -4.0 2.9 2.9

EPS (cts) -1.3 0.9 0.9

PE (x) nm 15.1 15.0

Div Yield (%) 0.7 0.9 0.8

FY Sep (S$m) 1Q04 4Q04 1Q05 % QoQ % YoY Comment
Segmental
Semiconductors/Component Distribution 76.2 74.3 55.9 (24.8) (26.6) Decline due to rescheduling of orders by customers
Other operations 0.9 0.8 0.3 (62.5) (66.7) Weak demand for consumer electronics, particularly in US
Sales 77.1 75.1 56.2 (25.2) (27.1)

Profit & Loss
Sales 77.1 75.1 56.2 (25.2) (27.2)  
Gross profit 8.0 7.2 6.0 (17.4) (25.5) Gross margin flat as efforts to reduce cost paid off
S , G & A (6.7) (12.4) (8.4) (32.2) 24.4
Opg Pft 1.3 (5.2) (2.4) (53.0) (292.6)
Interest expense (0.2) (0.6) (0.5) (20.6) 171.7
Associates 1.8 0.9 0.4 (50.5) (76.9) Stake in Wintech was reduced to 20.7% from 21.2% last year
Pretax profit 2.9 (4.9) (2.5) (49.7) (184.2)
Tax (0.9) (0.5) 0.0 (108.6) (104.9)  
Minority interest (0.2) 0.2 0.0 NM NM
Net profit 1.8 (5.2) (2.4) (53.8) (236.2)  

MARGINS
Gross margin (%) 10.4 9.6 10.6  
SGA % Sales (8.7) (16.5) (14.9)  
Opg Mgn (%) 1.6 (6.9) (4.3)  
EBITDA margin (%) NA NA NA
Tax rate (%) 31.3 (10.7) 1.8

Key Balance Sheet & Cash Flow Items
DOS Inventory 59.8 43.8 59.2
DOS Acct Receivables 34.3 36.4 64.5
Net (Debt) Cash (30.0) (31.4) (33.1)
Shareholders Funds 82.4 75.4 75.8
Gearing % 36.4 41.7 43.6
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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 10 May 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 affiliates do not have a proprietary position in the securities
recommended in this report as of 6 May 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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