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Share Statistics

Shares 153.5m
Market Cap. $24.6m
Trailing PER 8.6x

Forward 2005 PER 7.3x
Forward 2006 PER 8.9x
P/NTA 1.9x
52-week Price Range  $0.10-$0.19
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Company Profile

Challenger Technologies Ltd is a
retailer of IT products, which has two
superstores and two small format
outlets in Singapore. Challenger
offers a diverse range of IT products
and services. It also invests in
electronic signage and anti-virus
businesses

Update

Singapore

Challenger Technologies Ltd

Increasing our dividend forecast

25" November 2005

We had visited Challenger recently to find out more about the outlook for the rest of the
year. Business appears robust and we are conservatively confident that Challenger will be
able to meet our full year forecast.

Still searching for overseas opportunities: The Management is still actively searching
for opportunities for expansion, although nothing is firm at the moment. Progress will be
gradual as the Management is adopting a conservative approach and is looking at a
possibility of franchise rather than a direct capital investment. Focus is mainly in the
Southeast Asia region with Malaysia the most likely target.

Management also does not rule out any potential expansion locally, either through the
establishment of a new outlet or through acquisitions. High rental is the main concern
when it comes to establishing a new outlet, as the Management does not want expansion
at the expense of margins.

Not idling in the meantime: While searching for more growth opportunities, Challenger is
also working to improve its margins as well as to grow its revenue. Besides exploring
various cost-cutting projects to improve margins, it is also working to establish a strong
base of loyal customers through initiatives, such as its customers’ reward programme, and
new display concepts, such as specialty sections for popular brands like Apple, to boost
the top line.

Rising our dividend forecast for FY05: We are increasing our dividend forecast for
FY05 to 2 cents. This implies a final dividend payment of 1 cent, matching the interm
dividend. Assuming a dividend of 2 cents, based on the share price of $0.16, dividend
yield will be at an attractive 12.5%. Based on FY06 forecast dividend of 1.5 cents,
dividend yield will be at 9.4%, still attractive by any measure.

A dividend play like the REITs, less the volatility: Unlike the recent volatility seen in the
REITs, share price of Challenger has stabilized within the $0.15 to $0.16 range in the past
2 months. Although we have increased the dividend pay out for FY05 to 2 cents, we
believe an annual dividend pay out of 1.5 cents is more sustainable in the long run. This
will translate into a decent yield of more than 9% per annum. Although dividend pay out
may decline if Challenger decides to expand, Management should be more prudent this
time round and we will not be expecting a huge capital expenditure. We continue to like
Challenger for its dividend policy. Maintain BUY.

Key Financial Data
(Financial Year Ended 31st Dec)

1H04 1H05 %ch FYO5F FY06F
Turnover (S$ m) 37.1 37.3 1 75.2 76.7
EBITDA (S$ m) 1.9 2.6 33 4.5 3.9
EBIT (S$ m) 1.7 24 42 3.9 34
Net Profit (S$ m) 1.4 2.0 44 3.3 2.7
ROE (%) 18.6 29.6 59 25.9 20.6
Diluted EPS (cents) 0.9 1.3 47 2.2 1.8
Book value per Share (cents) 9.5 8.4 -12 8.2 8.5
Dividend per Share (cents) 0.7 1.0 43 2.0 1.5

Source: Company, Phillip Securities Research
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Phillip Research Stock Selection Systems
BUY >15% upside from the current price
HOLD Trade within + 15% from the current price
SELL >15% downside from the current price

GENERAL DISCLAIMER
The addressee of this publication, as identified by Phillip Securities Research Pte Ltd (“Phillip Securities Research”), agrees to be bound
by the terms and limitations set out below (the “designated recipient”). If you have received this publication and are not a designated
recipient as defined above, then in addition and without prejudice to the following, Phillip Securities Research shall not owe any duty of
care to you.

This publication is confidential and is only available to and intended for the reference of designated recipients and shall not be reproduced
in whole or in part, distributed or published by such designated recipient for any purpose. Phillip Securities Research shall not be liable for
any direct or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities Research has no reason to
believe are unreliable and any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this
publication are based on such information and are expressions of belief only. Phillip Securities Research has not verified this information
and no representation or warranty, express or implied, is made that such information or Research is accurate, complete or verified or
should be relied upon as such. Any such information or Research contained in this publication are subject to change, and Phillip Securities
Research shall not have any responsibility to maintain the data and services made available or to supply any corrections, updates or
releases in connection therewith. In no event will Phillip Securities Research be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the data or services made available, even if it has been advised of the possibility of such
damages.

Non-applicability of Section 27 of the Financial Advisers Act (Act 43 of 2001) and the MAS Notice on Recommendations on
Investment Products

Section 27 of the Financial Advisers Act (Act 43 of 2001) and the MAS Notice on Recommendations on Investment Products of 1 October
2002 do not apply in respect of this publication.

This material has been prepared for informational purposes only, and opinions contained in this publication have been made on a general
basis. In the preparation of this publication, no consideration has been given to any particular individual or specific investment objectives,
financial situations or other circumstances. As such, this publication should not be relied upon as authoritative without further being
subject to the recipient’'s own independent verification and exercise of judgment. The fact that this publication has been made available
constitutes neither a recommendation to enter into a particular transaction nor a representation that any product described in this material
is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this
publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such
products should not be made unless all such risks are understood and an independent determination has been made that such
transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to
be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase
securities mentioned in this research should take into account existing public information, including any registered prospectus in respect of
such security.

Statement Pursuant to Section 36 of the Financial Advisers Act. Phillip Securities Research Pte Ltd and its directors and employees may
have interest in the securities recommended herein from time to time, and its associates and connected persons may also have positions
from time to time. Opinions and views expressed in this report are subject to change without notice.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any
jurisdiction or country where such distribution, publication, availability or use would be contrary to the applicable law or regulation which
would subject Phillip Securities Research to any registration or licensing requirement or penalty for contravention of such requirements
within such jurisdiction.

© 2005 Phillip Securities Research Private Limited
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Phillip Capital Management Sdn Bhd
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London EC4N 6AS
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