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Dialog 
Telekom plc 

 
• We are upgrading our view on Dialog to a Trading Equal 

Weight recommendation from the Underweight position 
we had previously.   

• As of now Dialog amounts to 10.3% of the market cap of 
the Colombo Stock exchange and is the second largest 
listed stock in terms of market cap on the CSE. 

• With the sharp fall in Dialog’s share price, the market 
appears to be pricing a view that the currently very intense 
level of competition and low margins seen in the core 
mobile business will continue indefinitely.  

• While the news flow from the company and the results 
released from the counter recently seem to support that 
view, there are a number of telecom markets in which 
irrational competition created a period in which pricing, 
profit margins and returns to capital fell very low levels. 

• In some markets these competitive structure proved 
unsustainable over the longer term, resulting in a 
reversion of a less intense competitive situation which led 
to improved returns to the operators later on. 

• At this point we are NOT making such an optimistic call 
that this will eventually happen in Sri Lanka, but we 
believe it would be too risky to continue to underweight 
Dialog on a basis that the pessimistic view will also be the 
reality even in the long term.  

• Our weight age recommendation is labeled trading, to 
account for the fact with the large FII presence, the 
movement on Dialog could continue to be highly 
influenced by movements on overseas markets and as 
such could rise or fall sharply from current levels 
mirroring movement in markets elsewhere.   

• Given this volatility the stock price movement could 
continue to be negative, while a sharp rebound from this 
price might also also offer near term opportunities for 
investors to take profit. 

•  As such the allocation we recommend to Dialog should at 
this point be seen from a Trading perspective with 
significant externally driven risk. 

Upgrade to a Trading Equal Weight Position from 
Underweight. 

Recommendation  
Equal Weight 

(Trading) 
 
 

Ticker  
DIAL 

 
 

Share Price* 
Rs.9.25  

 
Market Cap* 

Rs. 75,329,953,792 
 
 
 

ASPI* 
2223.64 

 
MPI* 

2484.30 
 
 
 
 
 
 
 
 
 
 

*CSE DATA as at 1.23 pm 
on 18th  

September 2008 
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W. A Susantha: +94 112 317757 Lulith Karunaratne (Matara) : +94 41 439 0610 
Milanka Induruwage: +94 777 261 893 Inok Wijesuriya (Matara):+94 41 439 0610 
Sandeep Fernando: +94 11 231 7716 B. Mugundan ( Jaffna ): +94 21 459 1111 
Husna Rafeek: +94 11 231 7722 T. Dananjaya( Negombo) : +94 31 222 7843 
Mangala Perera: +94 11 231 7717 

 

Sanathana Perera: +94 112 317742 

 

 

This document has been prepared and issued on the basis of publicly available information, internally developed data and other sources, 

believed to be reliable. Capital Alliance Securities (Private) Limited however does not warrant its completeness or accuracy. Opinions 

and estimates given constitute our judgment as of the date of the material and are subject to change without notice. This report is not 

intended as an offer or solicitation for the purchase or sale of any financial instrument. The recipient of this report must make their own 

independent decision regarding any securities, investments or financial instruments mentioned herein. Securities or financial instruments 

mentioned may not be suitable to all investors. Capital Alliance Securities (Private) Limited it’s directors, officers, consultants, employees, 

associates or business partner, will not be responsible, for any claims damages, compensation, suits, damages, loss, costs, charges, 

expenses, outgoing or payments including attorney’s fees which recipients of the reports suffers or incurs directly or indirectly arising out 

actions taken as a result of this report. This report is for the use of the intended recipient only. Access, disclosure, copying, distribution or 

reliance on any of it by anyone else is prohibited and may be a criminal offence. 
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