CBS TECHNOLOGY BERHAD (“CBS” OR THE “COMPANY”)

RESEARCH REPORT FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2008 
1. UNAUDITED FINANCIAL RESULTS FOR THE 6 MONTHS PERIOD ENDED 30 JUNE 2008
	
	CUMULATIVE

	
	Year to date
	Year to date

	
	30.06.2008
	30.06.2007

	
	RM
	RM

	Revenue
	11,176,097
	9,316,920

	Operating Expenses
	(7,660,922)
	(6,298,560)

	Other Income
	151,129
	243,840

	Profit before taxation (“PBT”)
	3,666,304
	3,262,200

	Taxation
	(373,551)
	(245,398)

	Profit After Tax (“PAT”)
	3,292,753
	3,016,802


Revenue

For the six (6) months ended 30 June 2008, CBS and its subsidiaries (“CBS Group” or the “Group”) achieved a 20% increase in revenue from RM9.32 million in the corresponding period in the previous year to RM11.18 million in the current period. The increase in revenue was mainly due to the completion of certain projects which were secured in 2007 where the revenue of these projects was fully reflected in the current financial period.  
PBT and PAT
In tandem with the higher revenue achieved in the first six (6) months of 2008, the Group reported a PBT of RM3.67 million and PAT of RM3.29 million against RM3.26 million and RM3.02 million achieved in the 1st half of the preceding year, respectively. 
2.
SUMMARY OF THE HISTORICAL FINANCIAL RESULTS OF THE CBS GROUP

	
	Financial Year Ended 31 December
	Unaudited
6-month period ended 30 June 2008

	
	2004
	2005
	2006
	2007
	

	
	Group

Audited
	Group

Audited
	Group

Audited
	Group

Audited
	

	
	RM
	RM
	RM
	RM
	RM

	Revenue
	11,074,559
	14,896,813
	15,887,018
	20,851,833
	11,176,097

	PBT
	4,257,348
	4,318,897
	5,343,883
	6,896,700
	3,666,304

	PBT Margin (%)
	38.44%
	28.99%
	33.64%
	33.07%
	32.80%

	PAT
	3,518,932
	4,004,589
	4,994,820
	6,421,396
	3,292,753

	Gross earnings per share (sen)
	4.99
	4.44
	5.45
	6.82
	2.99

	Net earnings per share (sen)
	4.13
	4.11
	5.09
	6.48
	2.68


Notes: 

a) Financial results for the financial year ended 31 December 2005 were restated to comply with new and revised Financial Reporting Standards.
b) The calculation of gross and net earnings per share for the unaudited 6-month period ended 30 June 2008 was based on the number of shares in issue after the Bonus Issue of 50,556,330 new ordinary shares of RM0.10 each which were allotted on 14 April 2008.
3.
INDUSTRY OUTLOOK

Outlook of Malaysian Economy

Taking into account the trends in MIER indices and the impact of higher food and oil prices that could dampen consumption and reduce business profits, we are compelled to lower our growth forecast for the Malaysian economy to 4.6 per cent this year, from 5.4 per cent earlier. It is likely that growth would deteriorate in the second-half of 2008, as the Malaysian economy takes the hit from the knock-on effects of higher oil prices and a slower global growth. Domestic demand will be propped up by sustained 9MP spending, providing a partial cushion to the faltering global economy. In the baseline scenario, as the global economy stabilises and inflation subsides, the Malaysian economy could improve next year, expanding by 5.0 per cent in 2009.

(Source: Malaysia Institute of Economic Research (“MIER”))

Outlook of the information Communications and Telecommunications (“ICT”) Industry
According to PIKOM, the Association of the Computer and Multimedia Industry of Malaysia, the ICT industry is expected to grow between 12% and 13% in 2008, headed by the major ICT spenders from the manufacturing, banking and finance, government, transport and consumer sectors. 

(Source: Pikom – 2008 Outlook, 19 December 2007)

4.
FUTURE PROSPECTS

The recent increase in fuel prices by the Malaysian Government has exerted inflationary pressure on the business environment in Malaysia. The operational cost of the Group is expected to increase which will erode its margins. However, at the current level of operations, such development has yet to significantly affect the overall financial performance of the Group. The Management of the Group has undertaken the necessary cost control measures to mitigate the escalations in operational cost. The Group has also tightened its internal control processes and exercised due care to minimise the business risks and ensure long term sustainability.
Despite the challenging business environment, the Group has recorded better financial results for the 6-month period ended 30 June 2008. Barring any unforeseen circumstances, the Board of Directors of CBS is of the opinion that the performance of the Group for the financial year ending 31 December 2008 will be satisfactory.

5.
BUSINESS DEVELOPMENT PLAN UPDATES

During the financial period ended 30 June 2008, the Group carried out its business development plan which covers the following:
a)
Grow and promote the existing products and services
While CBS strives to sustain its growth by penetrating further into the existing markets and sectors, it is currently building up its sales team to expand its products offerings to other sectors. During the past 6 months, CBS has been actively carrying out marketing activities with the aim to create product awareness on its Radio Frequency Identification (“RFID”) solutions to the prospective customers from different sectors.
b)
Continuous enhancement of existing product range and development of new products
CBS remains focused on its RFID software solutions, Solmate™ Suite. Presently, the emphasis has been put on productizing software solutions so that the solutions are easily customizable according to the needs of the clients and upgradeable based on the latest features and technology. To remain competitive, CBS constantly invests in the research and development activities to develop innovative products using the latest available technologies.
c)
Expansion into the overseas market
CBS is continuously seeking business opportunities in the ASEAN region, Middle East and East Africa countries.

During the period ended 30 June 2008, CBS has formed a strategic alliance with its business partner in Thailand to market the Group’s products in the local market. 
In the previous Research Report for the period ended 31 December 2007, it was mentioned that CBS will recruit suitable personnel to be based in Dubai to oversee the sales and marketing activities of the Company in the Middle East region. However, in view of the slow down in the global economy resulting from the escalation in fuel prices and to minimize the business risks, CBS has put on hold its plan to establish a sales and marketing office in Dubai. Instead of establishing a direct presence in Dubai, CBS has subsequently formed a strategic alliance with a Dubai based company. CBS and its business partner in Dubai have been working together to bid for projects in the Middle East and East African regions.
The business development plans of the Group will continue to be implemented as planned and are expected to contribute positively to the financial performance of the Group for the financial year ending 31 December 2008.
6.
research & development (“R&D”)

CBS continues to enhance its RFID software solutions to leverage on newer technologies to differentiate its products and to maintain its innovation lead.

During the first half of 2008, CBS has developed its latest RFID software platform – SolmateTM. New modules were included in the revised version to provide greater flexibility and adaptability. These new modules are to be deployed to all new projects and are also available for upgrade to the existing deployment sites. The new modules include the support of the latest RFID devices, networking equipments, etc.  

Besides Solmate™, the R&D team of CBS has also developed a Paymate™ Agent that runs on an IBM i-Series(AS400).  Previously, there were not many third party utility software available for IBM i-Series and hence, the need for security software is critical. The R&D team has spent the past seven (7) months building a Paymate™ Agent for the platform.

 
As at 30 June 2008, the Group has a total staff strength of 22 in its R&D team as compared to 15 as at 31 December 2007. Total R&D expenditure incurred for the financial period ended 30 June 2008 was RM0.47 million.
The Board of Directors of CBS is of the view that the R&D expenditure and future allocation of R&D will not result in any material financial impact on the Group. 

Barring unforeseen circumstances, the new modules and products developed by the Group are expected to contribute positively to its future earnings.
7.
LIST OF TEN LARGEST SHAREHOLDERS OF CBS  

The details of the 10 largest shareholders of CBS according to the Record of Depositors as at 29 July 2008 are as follows:

	No.
	Name of shareholder
	No. of shares held
	%

	1.
	Emirates Investment & Development Co
	37,500,000
	24.71

	2.
	Sun Chee Kong
	18,463,295
	12.17

	3.
	Tan Chong Chew @ Tan Ying Ying
	6,568,245
	4.33

	4.
	HSBC Nominees (Asing) Sdn Bhd

– Qualifier: Exempt An for Credit Suisse (SG BR-TST-Asing)
	5,891,950
	3.88

	5.
	CIMSEC Nominees (Tempatan) Sdn Bhd

– Qualifier: CIMB Bank for Tan Tian Sin (MY0027)
	3,640,200
	2.40

	6.
	On Thiam Chai
	3,072,000
	2.02

	7.
	Yong Mei Ping
	2,699,750
	1.78

	8.
	Wong Kang Sai
	2,505,000
	1.65

	9.
	Nyuk Ying @ Chong Nyuk Ying
	2,307,000
	1.52

	10.
	Mayban Securities Nominees (Tempatan) Sdn Bhd

- Qualifier: Pledged Securities Account for Tan Chin Seoh
	2,160,000
	1.42


8. FINANCIAL FORECAST

The Company has not provided any financial forecast in any public documents.
9.
Status of Utilisation of Proceeds Raised
There were no unutilised proceeds as at 30 June 2008.
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