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I. Spectrum Auction - a "make-or-break” moment for Paki-
stan’s telecom infrastructure

Pakistan Telecommunication Authority (PTA) held the auction of next-
generation mobile (IMT) spectrum on March 10, 2026, raising revenue of USD
507mn. The sale included two lots in the 700 MHz band, all five lots in the 2300
MHz band, all 19 lots in the 2600 MHz band and 22 out of 28 lots in the 3500
MHz band. Jazz emerged as the largest buyer in the auction, acquiring 190
MHz of spectrum followed by Ufone which secured 180 MHz while Zong ac-
quired 110 MHz. This expansion is expected to materially enhance network
capacity, improve spectral efficiency, and support higher data throughput
across mobile networks, primarily through improved 4G services and a gradu-
al, inclusive transition toward 5G.

So far, Pakistan’s mobile telecom sector has remained structurally con-
strained by limited spectrum availability, following relatively modest alloca-
tions in the 2014, 2016, and 2021 auctions. Incremental additions during these
rounds failed to keep pace with exponential growth in data consumption, re-
sulting in persistent network congestion, declining quality of service, and lim-
ited scope for effective data monetization. Consequently, spectrum scarcity
has remained a key structural impediment to sustainable sector profitability.

TOTAL
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Source: PTA, HMFS Research

Available Spectrum by Band (MHz)

Despite the anticipated increase in spectrum depth, Pakistan’s allocation per
operator will remain below regional benchmarks, reflecting continued structur-
al underinvestment relative to peer markets where Countries like Japan is de-
ploying 28 GHz for 5G, ultra-fast, high-capacity, and low-latency services,
while China has prioritized the 6 GHz band (6425-7125MHz) for 5G and future
6G services. Nevertheless, from a sector perspective, improved spectrum
availability constitutes a necessary precondition for stabilizing network perfor-
mance, supporting medium-term data revenue growth, and enabling gradual
ARPU (Average Revenue Per User) recovery. Over the medium term, enhanced
capacity is expected to facilitate greater enterprise monetization, support digi-
tal service expansion, and improve operating leverage.
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For listed telecom operators and digital infrastructure providers, the 2026
spectrum auction represents a structural inflection point rather than a short-
term cyclical catalyst. While near-term financial pressure from spectrum-
related investments is likely, successful deployment and capacity enhance-
ments will be central to long-term earnings sustainability and valuation re-
rating across the sector.

Il. Auction Framework & Mechanics

The auction has been conducted under a technology-neutral framework, ena-
bling operators to deploy acquired frequencies across multiple generations,
including 4G and 5G. This approach provides greater operational flexibility,
allowing operators to optimize network investments based on evolving de-
mand patterns and device penetration. To hedge against currency devaluation,
the base prices remain denominated in US dollars—ranging from USD 0.65mn/
MHz for the 3500 MHz band to USD 14mn/MHz for the 1800/2100 MHz bands
for investors. Financial viability is further supported by a one-year payment
moratorium, after which winners must pay 50% upfront, with the remaining
balance spread over five equal annual instalments at a financing cost of KIBOR
+ 3%. The inclusion of both low-band (coverage) and mid/high-band (capacity)
frequencies is intended to support balanced network deployment, ensuring 5G
functionality across residential, commercial, and industrial environments. The
duration of the License will be fifteen (15) years which will be renewable as per

policy.
Frequency Band | Type LTI Strategic Role

quency YPE | (USD/MH2) g
700 MHz Paired 6.5M Deep indoor penetration and rural coverage
1800 /2100 MHz  Paired 14.0M Core LTE capacity and network stability
2300 MHz Unpaired 1.0M Cost-effective supplemental capacity
2600 MHz Unpaired 1.25M High-speed urban and dense-area coverage
3500 MHz Unpaired 0.65M Primary 5G and industrial loT band

Source: Spectrum IM, HMFS Research
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Phased Deployment Framework

Successful bidders in the 2026 spectrum auction will be subject to a phased
rollout framework spanning 2026 to 2035, comprising four mandatory imple-
mentation phases. Licensees are required to deploy a minimum of 1,000 ad-
vanced-technology sites annually, of which at least 20% must be new loca-
tions. The fibre-to-the-site (FTTS) ratio is to be increased to 20%-35% in a
phased manner. New entrants are required to deploy at least 200 sites per
year, with minimum 20% FTTS and 20% 5G coverage.

Phase 1: Initial Expansion (2026-2028) - This phase focuses on strengthening
coverage in major urban centres and high-demand locations while addressing
existing network gaps.

Phase 2: Network Deepening (2028-2030) - This stage extends coverage to
additional cities and critical service locations. Priority coverage is required for
universities, industrial zones, transport hubs, hospitals, and technology parks.
Phase 3: Geographic Expansion (2030-2032) - It emphasizes coverage expan-
sion into less densely populated areas and remaining underserved regions.
Phase 4: Nationwide Coverage (2032-2035) - The final phase targets compre-
hensive nationwide network coverage. 5G services are to be expanded to
smaller cities and at least 15 additional urban centres, alongside further
strengthening of previously covered areas.

lll. Evolution of Pakistan’s Spectrum Landscape: 2014-2026

Pakistan’s progression toward digital connectivity and mobile broadband ma-
turity has been shaped by periodic spectrum releases over the past decade.
Each auction cycle facilitated incremental upgrades in mobile technology;
however, limited bandwidth availability and relatively high entry costs con-
strained the sector’s long-term capacity expansion. Between 2014 and 2021,
Pakistan conducted multiple targeted spectrum auctions aimed primarily at
enabling the rollout and expansion of 3G and 4G services.

2014 - Introduction of NGMS

The 2014 Next Generation Mobile Services (NGMS) auction marked Pakistan’s
formal entry into mobile broadband, enabling the commercial launch of 3G
and 4G services. The auction raised approximately USD 1.13bn, in which four
cellular operators—Mobilink, Telenor, Zong, and Ufone won licenses. This
round established the foundation for mobile internet adoption but allocated
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allocated relatively modest bandwidth relative to long-term demand, transi-
tioning it from 2G to 3G/4G.

2016-2017 - Coverage and Network Expansion

Subsequent auctions in 2016 and 2017 focused on expanding coverage and
strengthening existing networks through the release of 850 MHz and additional
1800 MHz spectrum. Telenor and Jazz were the principal participants, consoli-
dating their 4G footprints. These auctions contributed an estimated ~USD
690mn in government revenue but remained limited in scale.

2021 - Incremental Capacity Enhancement

In 2021, the PTA offered additional spectrum in the 1800 MHz and 2100 MHz
bands to address rising congestion. Ufone emerged as the sole bidder, acquir-
ing 9 MHz in the 1800 MHz band for USD 279mn. While this improved Ufone’s
competitive positioning, the overall industry-wide capacity impact remained
modest.

By the end of 2025, Pakistan’s mobile subscribers reached 201mn
(Teledensity: 80.34%) with broadband subscribers increasing to 155mn up
55% since 2021, against the total spectrum holdings of around 274 MHz. This
constrained capacity environment resulted in persistent network congestion,
and declining service quality, placing structural limits on sector profitability
and customer experience.

Comparative : Previous Auctions vs. 2026 Release

2014-2021 Auctions 2026 5G Auction

Total Bandwidth ~274 MHz (over 10 years) ~600 MHz (single release)

Primary Focus 3G and 4G services 5G, loT, industrial automation

Regulatory Framework Technology-restricted (initially) Technology-neutral

Payment Structure Upfront / limited installments

Three dominant players (post-

Market Structure
merger)

Four fragmented operators

1-year moratorium + KIBOR + 3%

Source: PTA, HMFS Research
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Cell Sites as of June Total 4G Fibe_rized
Site
2025 58,423 56,694 17.90%
2024 55,777 53,245 14.80%
2023 53,581 50,359 13.20%
2022 51,768 47,759 11.80%

Source: PTA, HMFS Research
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V. Economic Payoffs of the Spectrum Investment Cycle

The 2026 spectrum auction is expected to play a central role in Pakistan’s me-

dium-term fiscal consolidation and digital transformation agenda. By enabling 1200 e w075
a material expansion in network capacity and service quality, the auction is 4 957

likely to support the accelerated development of digital services, industrial 200 e 817 .
automation, fintech platforms, and data-driven business models. Improved 641 614
connectivity and higher data throughput are expected to enhance overall eco- " 445 481 =

nomic efficiency and reduce structural bottlenecks in service delivery. The — *°

successful rollout of 5G-enabled networks is also expected to strengthen Paki-  #°

stan’s attractiveness to foreign investors, particularly in data / cloud services, 0

2021 2022 2023 2024 2025

and digital infrastructure. Source: PTA. HMFS Research

Overall, the development of a high-capacity digital ecosystem is expected to

support the emergence of new technology-enabled enterprises and service
exports. While projections of a multi-billion-dollar digital economy by 2030 w50

remain subject to execution risk, sustained investment in network infrastruc- - 306

ture represents a necessary foundation for transitioning Pakistan from a pre- 270

dominantly consumption-driven digital market toward a more production and e 212 2

services oriented technology hub. 20

150

100

IV. Equity Sector Analysis: Stocks to Watch

The 2026 spectrum auction represents a potential structural catalyst that

could reshape sector dynamics. We expect the medium-term investment out- ' 2022 2023 2024 2025
look to diverge across subsectors. Other than telecom operators, infrastruc-  gource: PTA, HMFS Research

ture and digital service providers are also positioned to benefit from accelerat-

ed network deployment and densification, supporting a constructive outlook

for tower, fiber, and technology service companies. Accordingly, we maintain

an overweight stance on digital infrastructure providers and telecom operators

with strong balance sheets, execution capabilities, and technology relevance,

which tend to benefit from the new spectrum transformations.

50

The scale of incremental network investment required to support 5G deploy-
ment is expected to generate sustained demand for digital infrastructure and
hardware, transmission networks, software integration, cloud connectivity,
and device manufacturing. As a result, several non-telecom listed companies
are also likely to emerge as beneficiaries of the 5G investment cycle. Though
we expect it will take a while before 5G is rolled out in full swing as it is a capi-
tal-intensive undertaking with a long-gestation payoff profile.
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Furthermore, sustained pressure on ARPUs and a heavy tax regime are ex-
pected to undermine the affordability and commercial feasibility of premium
services for general users.

Despite all the limitations, we expect the following listed companies are ex-
pected to benefit from the auction:

*  PTCL (PTC)

*  Engro Holdings (ENGROH)

*  Air Link Communication (AIRLINK)
*  Supernet (GEMSPNL/ STL)

Pakistan Telecommunication Company Limited. (PTC): [RaaAGGUULEIIT
Best Positioned Post-Auction —KSE10 ndex

PTCL commands approximately 35% mobile market share and the largest '
combined subscriber base in the country giving it an edge in the sector. It has
an integrated platform spanning mobile, fixed broadband, enterprise services,
and wholesale infrastructure which provides diversified exposure to the 5G o /J«-”M
investment cycle. PTCL’s ability to internally provision fiber connectivity to mo- o Sy Y

bile sites reduces reliance on third-party transmission and lowers per-site op- .,

erating costs. This infrastructure enables faster network rollout, improved
quality of service, and superior monetization potential of spectrum assets rela-
tive to competitors.
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Source: PSX, HMFS Research

Following the formal completion of the Telenor Pakistan acquisition on De-
cember 31, 2025, PTCL has emerged as the country’s dominant "MergeCo."
PTC is well-positioned to leverage its fiber-to-the-tower (FTTT) advantage with
the most extensive national fiber footprint, which is essential for 5G's high-
capacity needs. PTCL’s nationwide fiber backbone of approximately 70,000 km
provides a critical structural advantage in the 5G era.

Post-auction, capex intensity is expected to peak in 2026 before normalizing as
rollout matures. While leverage is expected to rise in the near term, we believe
PTCL’s diversified cash flows and synergy-driven cost savings provide ade-
quate buffer. We expect earnings recovery from FY27 onward, driven by syner-
gy realization, improved service quality, enterprise monetization, and improv-
ing spectrum utilization.
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Engro Holdings’ strategic expansion into telecom infrastructure through its . ——KSE100 Index ENGROH

wholly owned subsidiary Engro Connect positions the company to benefit from

the anticipated spectrum auction and the gradual rollout of enhanced mobile o \\
networks in Pakistan. Engro Connect has assembled a nationwide tower port- % \
folio ~15,000 sites by integrating Engro Enfrashare’s existing infrastructure
with the acquisition of over 10,500 towers from Jazz (Deodar) in a ~USD
563Fmn transaction. Engro Enfrashare is a dominant player, capturing approxi-
mately 52-53% of the independent tower company market share. It has aten- -
ancy ratio of 1.26x, which is lower compared to the global average (above '

2.0x), indicating significant room for future growth in co-location. Source: PSX, HMFS Research
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The rollout of 5G in Pakistan is expected to drive significant demand for en-
hanced mobile connectivity, but it also brings structural implications for Engro
Holdings (ENGROH). Unlike 4G, 5G networks require a higher density of cell
sites and towers to maintain coverage and low latency, necessitating addition-
al capital expenditure by Engro Connect to expand its infrastructure footprint.
Moreover, 5G equipment and increased tower operations entail higher energy
consumption, making solarization and other sustainable power solutions a
critical component of deployment. While ENGROH’s strong financial position
allows it to fund these upfront investments, the full benefits of increased tower
tenancy and higher recurring lease revenue are unlikely to materialize immedi-
ately; profitability from 5G adoption is expected to emerge gradually, potential-
ly over a period exceeding one year, as operators expand their networks and co
-locate on new and upgraded sites.

Air Link Communication Limited (AIRLINK)

——KSE100 Index AIRLINK
70%

The upcoming 5G spectrum auction and subsequent rollout are expected to

serve as a major demand catalyst for Air Link Communication Limited 50%
(AIRLINK). As the telecom ecosystem transitions toward 5G, handset replace-
ment cycles are likely to accelerate, creating significant demand for compati-
ble devices. Industry estimates suggest that fewer than 5% of mobile users in I\
Pakistan currently possess a 5G-enabled handset, indicating a substantial up- -

grade opportunity. Importantly, 5G smartphones are positioned largely in the
mid-to-premium price segments, typically commanding a price premium of
PKR 5,000-15,000 over comparable 4G models, with the gap widening to near-
ly PKR 30,000 for high-end devices. For AIRLINK—holding an estimated 20-
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Source: PSX, HMFS Research
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22% share of Pakistan’s cellphone market and supported by a strong manufac-
turing footprint of over 30 assembly lines producing roughly 30 million hand-
sets annually—this transition is expected to enhance revenue realization and
margins even if overall unit growth remains moderate.

Beyond the 5G-driven upgrade cycle, AIRLINK’s long-term growth outlook is
supported by several structural catalysts. The company has built a robust na-
tionwide distribution platform through strategic partnerships with globally rec-
ognized brands including Samsung, Xiaomi, Apple (Authorized Reseller),
Tecno, itel, Acer Gadgets Inc., and iMiki, enabling consumers to access a diver-
sified product portfolio spanning smartphones, smart TVs, wearables, home
appliances, and accessories. Additional growth drivers include the HISENSE
partnership, the rollout of Apple mono-brand stores, and the relocation of op-
erations to the Sundar Green Special Economic Zone, which offers tax incen-
tives and operational efficiencies. Furthermore, ongoing cost optimization initi-
atives—particularly increased reliance on renewable energy—are expected to
support margin expansion and improve operational resilience over the medium
term.

Supernet Limited (STL / GEMSPNL): Relative Performance

——KSE100 Index GEMSPNL

Supernet Limited offers an expansive suite of services including satellite and s
microwave communications, internet connectivity, FLL-based fixed infrastruc-
200%

ture, radio links, and the installation of critical telecom equipment. As a holder
of Fixed Local Loop (FLL) licenses across all 14 telecom regions in Pakistan, it

has a unique license-driven competitive edge, allowing it to build and operate -

nationwide infrastructure independently. Supernet’s 2026 push into managed o% W
services and regional connectivity makes it a key player in the enterprise 5G
space. It is likely to emerge as a structural beneficiary of the spectrum and 5G

auction due to its strong presence in backhaul (fiber and satellite based), FTTS,
FTTH, which are critical enablers of high-capacity mobile networks. Source: PSX, HMFS Research
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As operators expand spectrum holdings and densify networks, demand for fi-
ber-based transmission and low-latency connectivity will increase, strengthen-
ing Supernet’s role for telco operators in linking radio sites to core networks
through fiber and/or satellite fiber i.e. by deploying high speed High Throughput
Satellite technology providing instant 5G availability in rural areas where fiber
is not present. By deploying 5G Fixed Wireless Access (FWA) 'Wireless Fiber
strategy’ in area where fiber is not present will allow Supernet for the rapid
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onboarding of branch offices with fiber-like speeds and will help the industrial
sector, enabling 'Industry 4.0' automation for factories and warehouses that
require ultra-low latency and high device density.

Supernet is well positioned to capture rising demand for telco / enterprise con-
nectivity, cloud interconnection, and edge computing. Overall, the auction is
expected to act as a demand catalyst, enhancing asset utilization and reinforc-
ing Supernet’s position as a key neutral digital infrastructure provider.

To note, Supernet Limited (GEMSPNL) and Supernet Technologies Limited
(STL) are in the process of being merged into a single unified entity. Under the
court-approved scheme of arrangement, existing shareholders will receive ap-
proximately 1.68 shares of STL for every 1 share of GEMSPNL held, forming the
basis of the value proposition for investors. The consolidation is expected to
create a streamlined, debt-free structure, strengthening operational efficiency
and positioning the merged STL to expand its digital and ICT footprint across all
14 telecom regions of Pakistan, thereby enhancing its capacity to scale enter-
prise connectivity and technology solutions nationwide.

VI. Risk Matrix & Investment Headwinds

e High inflation, PKR depreciation and increasing interest rates can raise
cost of imported equipment, handset procurement, and foreign debt ser-
vicing expenses.

e Aggressive spectrum pricing and unfavorable payment terms straining bal-
ance sheets and limiting investment capacity.

e Delays in network rollout, fiber deployment, and equipment imports post-
poning 5G monetization.

e Slower-than-expected 5G adoption due to device affordability constraints
and limited mass-market use cases.

e Intensifying price competition restricting ARPU growth and margin recov-
ery.

e Cost overruns in infrastructure, energy, and logistics reducing projected
returns.

e Regulatory uncertainty and changes in taxation, fees, or compliance re-
quirements impacting profitability.

Note: These scrips are not under our active coverage
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DISCLAIMER

This research report is for information purposes only and does not constitute nor is it intended as an offer or solicitation for the purchase or sale of securities or other
financial instruments. Neither the information contained in this research report nor any future information made available with the subject matter contained herein will
form the basis of any contract. Information and opinions contained herein have been compiled or arrived at by Habib Metropolitan Financial Services (HMFS) from
publicly available information and sources that HMFS believed to be reliable. Whilst every care has been taken in preparing this research report, no research analyst,
director, officer, employee, agent or adviser of any member of HMFS gives or makes any representation, warranty or undertaking, whether express or implied, and
accepts no responsibility or liability as to the reliability, accuracy or completeness of the information set out in this research report. Any responsibility or liability for
any information contained herein is expressly disclaimed. All information contained herein is subject to change at any time without notice. No member of HMFS has
an obligation to update, modify or amend this research report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projec-
tion, forecast or estimate set forth herein, changes or subsequently becomes inaccurate, or if research on the subject company is withdrawn. Furthermore, past per-
formance is not indicative of future results.

The investments and strategies discussed herein may not be suitable for all investors or any particular class of investor. Investors should make their own investment
decisions using their own independent advisors as they believe necessary and based upon their specific financial situations and investment objectives when investing.
Investors should consult their independent advisors if they have any doubts as to the applicability to their business or investment objectives of the information and the
strategies discussed herein. This research report is being furnished to certain persons as permitted by applicable law, and accordingly may not be reproduced or
circulated to any other person without the prior written consent of a member of HMFS. This research report may not be relied upon by any retail customers or person
to whom this research report may not be provided by law. Unauthorized use or disclosure of this research report is strictly prohibited. Members of HMFS and/or their
respective principals, directors, officers, and employees and their families may own, have positions or affect transactions in the securities or financial instruments
referred herein or in the investments of any issuers discussed herein, may engage in securities transactions in a manner inconsistent with the research contained in
this research report and with respect to securities or financial instruments covered by this research report, may sell to or buy from customers on a principal basis and
may serve or act as director, placement agent, advisor or lender, or make a market in, or may have been a manager or a co-manager of the most recent public offer-
ing in respect of any investments or issuers of such securities or financial instruments referenced in this research report or may perform any other investment bank-
ing or other services for, or solicit investment banking or other business from any company mentioned in this research report. Investing in Pakistan involves a high
degree of risk and many persons, physical and legal, may be restricted from dealing in the securities market of Pakistan. Investors should perform their own due
diligence before investing. No part of the compensation of the authors of this research report was, is or will be directly or indirectly related to the specific recommen-
dations or views contained in the research report. By accepting this research report, you agree to be bound by the foregoing limitations.

HMFS and / or any of its affiliates, which operate outside Pakistan, do and seek to do business with the company(s) covered in this research document. Investors
should consider this research report as only a single factor in making their investment decision. HMFS prohibits research personnel from disclosing a recommenda-
tion, investment rating, or investment thesis for review by an issuer/company prior to the publication of a research report containing such rating, recommendation or
investment thesis. Furthermore, it is stated that the research analyst (s) or their close relatives have neither served as a director/officer in the past 3 years nor have
received any compensation from the subject company in the past 12 months. Additionally, as per regulation 8(2)(i) of the Research Analyst Regulations, 2015, re-
search analysts currently do not have a financial interest in the securities of the subject company aggregating more than 1% of the value of the company. The re-
search analyst(s) also certifies that any spouse(s) or dependents (if relevant) do not hold a beneficial interest in the securities that are subject of this report.

HMFS endeavors to make all reasonable efforts to disseminate its publication to all eligible clients in a timely manner through either physical or electronic distribution
such as mail, fax and/or email. Nevertheless, not all clients may receive the material at the same time.

HMFS Stock Ratings System

Investors should carefully read the definitions of all rating used within every research reports. In addition, research reports carry an analyst’s independent view and
investors should ensure careful reading of the entire research reports and not infer its contents from the rating ascribed by the analyst. Ratings should not be used or
relied upon as investment advice. An investor’s decision to buy, hold or sell a stock should depend on said individual’s circumstances and other considerations. HMFS
uses a three tier rating system: i) Buy, ii) Hold and iii) Sell with our rating being based on total stock returns. A table presenting HMFS’ rating definitions is given be-
low:

Valuation Methodology
To arrive at our fair value estimates, HMFS uses different valuation methodologies including but not limited to:

*Discounted cash flow (DCF, DDM)
*Relative Valuation (P/E, P/B, P/S etc.)

*Equity & Asset return based methodologies (EVA, Residual Income etc.)

HMFS RATING GUIDE

BUY More than 15% Upside
HOLD Between 15% Upside & 15% Downside
SELL More than 15% Downside

Note: All fair value estimates are for a twelve month time horizon unless specified otherwise in the report
Upside/Downside represents the difference between the stated “Fair Value” & the prevailing “Market Price”
Total Return is based on both the Capital Gains return & the Dividend Yield & is exclusive of all applicable taxes
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