
Indian Energy Exchange Ltd — Aug 2023 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Beat on PAT; Inline on Volumes. One-line: IEX is navigating a complex transition where easing supply-

side constraints (coal/gas) are finally driving volume recovery, but a new regulatory overhang—Market Coupling

—has replaced the prior MBED anxiety.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Beat

PAT of ₹75.8 Cr vs ₹69.1 Cr YoY; Consolidated revenue grew

12.3% YoY.
🟢

Earnings Quality High (Core driven)
Transaction fees remain 78% of standalone revenue; IGX

profit tripled YoY to ₹3.43 Cr.
🟢

Guidance Confidence Neutral
15% volume growth target for FY24 depends on monsoon

intensity and coal logistics.
🟡

Management Credibility Strong
Delivered on IGX turnaround and TRAS market launch; 15-

year operational track record.
🟢

Business Quality Signal Stable
Liquidity moat in DAM/RTM remains unchallenged (99-100%

share) despite new entrants.
🟢

Key Q&A Exchange Q5 on Grid Code
URS power sale without beneficiary consent (Oct '23) is a

major structural tailwind.
🟢

The Street's Primary

Anxiety
Market Coupling

Ministry letter asking CERC to examine coupling; Mgmt

argues it’s premature for India.
🔴

Capital Cycle Stage
Harvesting /

Diversifying

High FCF generation being deployed into ICX (Carbon) and

Coal Exchange exploration.
🟢

Margin / Return Ratio

Trajectory
Stable

Consolidated EBITDA margin at 90.8%; high operating

leverage maintained.
🟢

Pricing Power Stable
Defended ₹0.02/unit transaction fee; no plans to follow

competitors' discount pricing.
🟢

FCF Conversion & Quality Strong
Boosted by "Float" from higher clearing prices; ₹570 Cr

surplus cash available.
🟢

Competitive Moat Signals Stable
100% share in RTM; competitors limited to TAM/DAC where

IEX is regaining share (89% in July).
🟢

Balance Sheet Strength Strong
Zero debt; Cash & equivalents robust; interest coverage is

effectively moot.
🟢

Working Capital Efficiency Improving
Web-based bidding (EnergX) and automated API bidding

increasing stickiness.
🟢

Mgmt Guidance Track

Record
Reliable

Consistent product rollout (TRAS, HP-DAM); IGX scaling as

promised.
🟢

Key Vulnerability / Red

Flag

Regulatory

Intervention

Market Coupling remains the single biggest threat to IEX’s

price discovery monopoly.
🔴

Management Tone Defiant
Dismissive of coupling's relevance; bullish on structural RE

integration.
🟡



Key Takeaways (Positives & Negatives): * Positives: Supply constraints are easing; average market clearing

price fell 34% YoY to ₹5.17/unit, unlocking buy-side demand from Discoms and Open Access consumers. The

Indian Gas Exchange (IGX) is now a meaningful profit contributor (₹3.43 Cr PAT), proving the model's scalability.

New Grid Code (Oct '23) allows generators to sell surplus power (URS) without buyer consent, potentially

unlocking significant trapped volumes. * Negatives: The Ministry of Power's directive to CERC to "examine"

Market Coupling introduces a valuation-killing overhang, as it could turn IEX into a mere execution pipe. While

volumes grew 8% YoY, they are still sensitive to ambient temperatures and coal inventory levels. * Street

Concern: Analysts are hyper-focused on Market Coupling and the entry of HPX. Management’s response—that

coupling is only relevant for cross-border or multi-geography markets (like Europe) and July share has returned

to 89%—provides a temporary shield for the "liquidity attracts liquidity" thesis. * Watchpoint: The

implementation of the Indian Grid Code 2023 in October; this is the key operational trigger for H2 FY24 volume

re-rating.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures used as primary source. Concall used for Mgmt Commentary.

Metric
Current

Qtr

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Electricity Volume

(BU)
25.1 ↑ 8.2% ↓ 10.4% ↓ Growth driven by RTM (16%) and DAM (11%).

Total Revenue (₹ Cr) 127.4 ↑ 12.3% ↓ 1.7% →
Consolidated revenue; PPT vs Prior (₹129.6

Cr).

EBITDA (₹ Cr) 115.7 ↑ 10.3% ↑ 9.3% ↑
High operating leverage; Standalone EBITDA

85%.

EBITDA Margin % 90.8% ↓ 160 bps ↑ 910 bps ↑ Consolidated margin recovery QoQ.

PAT (₹ Cr) 75.8 ↑ 9.7% ↓ 14.1% ↓
QoQ decline due to high base and CSR

booking.

ROCE (%) Not in doc - - → Asset-light exchange model.

Cash Flow (OCF) Not in doc - - ↑
Boosted by pay-in/pay-out float (₹570 Cr

surplus).

Net Debt / (Cash) (₹

Cr)
(1,247.0) ↑ 51.0% → →

PPT does not state total cash; using Prior

Context.

Interest Coverage Not in doc - - → Zero debt business.

Working Capital
Float-

driven
- - ↑ High clearing prices increase cash float.

2B. SEGMENT BREAKDOWN



Segment
Volume (BU/

MMBtu)

YoY

Growth

Rev Mix

(Fees)
Trend

vs Co.

Avg
Key Development

DAM

(Conventional)
12.5 BU ↑ 11.0% 50% ↑ In-line

Prices cooled 34% YoY; unlocking

Discom buy.

RTM 7.3 BU ↑ 16.0% 29% ↑ Leading
API adoption high; vital for grid

balancing.

TAM 3.0 BU ↓ 3.2% 12% ↓ Lagging Slight dip; shifting to RTM/LDCs.

Green Market 0.8 BU ↓ 46.7% 3% ↓ Lagging
Supply constraints in renewable

certificates.

IGX (Gas) 4.26 MMBtu ↓ 9.0% Subsidiary ↓ Lagging
PAT ₹3.43 Cr; high gas volatility

impacted volume.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim
Required Run-Rate Historical Delivery Risk Flag

Guidance Volume
15% Volume growth for

FY24.

Needs ~28 BU/qtr for

remainder of FY24.

Q1 achieved 25.1

BU.

Weather/Coal

Supply.

Guidance
New

Products

Launch Voluntary Carbon

Market (ICX) within FY24.
Ongoing dev

Delivered IGX,

TRAS, HP-DAM.

Regulatory

delay.

Guidance
New

Products

Launch of 1-year long-term

contracts.
Pending approval

LDCs up to 90 days

launched.
CERC timeline.

Strategy Competition
Maintain 85-90% market

share.
89% in July

Historical 95%; slight

dip in TAM.

HPX

promotional

pricing.

Macro Policy
Implementation of Grid Code

(Oct '23).
Software ready

Proactive integration

with NLDC.

NLDC software

delay.

Macro Policy
CfD Model for RE (1,000

MW pilot).
Tender this year

Study with SECI

completed.

State PPA

preference.

Balance Allocation
Deployment of ₹570 Cr

surplus cash.
N/A

High dividend

history; looking at

M&A.

Sub-optimal ROI

on cash.



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 5.0

Mohit

Kumar,

ICICI

Policy
Mgmt

Outlook

How does the

Grid Code

help us in

increasing

our volumes?

Management

indicated that

from Oct 1,

generators

can sell URS

power in DAM

without

beneficiary

consent and

purchase

power to

cover forced

outages. This

removes a

significant

administrative

bottleneck,

likely

unlocking

millions of

units of

previously

"trapped"

capacity for

exchange

trading.

None 5.0

Major

Volume

Trigger

1a 4.5

Mohit

Kumar,

ICICI

Policy
Mgmt

Outlook

Is the

transmission

charge

sharing

regulation

finalized?

Management

confirmed

charges for

collective

transactions

(DAM/RTM)

will be

calculated

post-facto

based on

GNA/T-GNA

utilization.

This

eliminates the

"double

charging"

anomaly,

making

exchange

prices more

competitive

versus

bilateral

contracts.

None 5.0
Pricing

Parity

2 4.0 Carbon
What is the

timeline for

Management

plans to
None 4.0



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

Mohit

Kumar,

ICICI

Mgmt

Outlook

launching

voluntary

carbon credit

markets?

launch the

voluntary

carbon

platform within

FY24 through

its ICX

subsidiary.

This

diversifies IEX

beyond power

into a high-

growth ESG-

linked revenue

stream.

ICX

Timeline

3 5.0

Vikash

Jain, Fin.

Quot.

Regulation
Mgmt

Outlook

What are the

pros/cons for

IEX if market

coupling is

implemented?

Management

appeared

dismissive of

the immediate

threat, stating

there is "no

case for

market

coupling" in

India's

voluntary 7%

exchange

market. While

coupling

remains a

regulatory

risk,

management's

stance

suggests a

high-stakes

lobbying battle

ahead to

protect price

discovery.

None 3.0
Regulatory

Moat

4 4.0

Vikash

Jain, Fin.

Quot.

IGX Financials

Meaningful

revenue

contribution

from IGX/

ICX?

Management

noted IGX

profit reached

₹3.43 Cr in Q1

and expects it

to eventually

perform as

well as the

power

exchange.

The

turnaround in

IGX provides

None 4.0
Scaling

IGX



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

a proven

template for

replicating the

exchange

moat in other

commodities.

5 4.5

Devesh

Agarwal,

IIFL

Guidance
Mgmt

Outlook

Any target for

full-year

volume

growth in

FY24?

Management

expects at

least 15%

volume

growth, noting

that July has

already seen

~20% growth.

This target

relies on a

normalization

of coal supply

and a shift of

bilateral

volumes to the

exchange.

None 4.0

15%

Growth

Goal

6 3.5
Nikhil,

Bernstein
Policy

Mgmt

Outlook

Will selling

URS power

require

changes to

existing

PPAs?

Management

clarified that

the Grid Code

supersedes all

PPAs,

meaning no

renegotiation

is required for

generators to

sell surplus

power. This

ensures

immediate

volume impact

once the code

is notified.

None 5.0
Policy

Supremacy

7 5.0

Sumit

Kishore,

Axis

Regulation
Mgmt

Outlook

If coupling

happens,

what is the

incentive for

individual

exchanges to

invest in new

products?

Management

admitted they

have "no

answer" to

this,

highlighting a

core

existential risk

to the

exchange

business

model. This

evasion

Evasive on

the future

of

exchange

"role"

2.0
Existential

Risk



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

signals that

market

coupling

would

fundamentally

break the

current

incentive

structure for

innovation.

8 4.0

Sumit

Kishore,

Axis

Gas Market
Business

Overview

Correlation

between

falling LNG

prices and

IGX volume?

Management

noted that

while

domestic gas

production

has increased,

lower global

prices are

finally bringing

long-term

contract

supply back to

India. Lower

prices should

eventually

drive higher

exchange

throughput as

industrial gas

demand is

price-elastic.

None 4.0
Price

Elasticity

9 4.0

Apoorva

Bahadur,

GS

Carbon
Mgmt

Outlook

What's our

right to win in

the carbon

credit

exchange

versus NSE?

Management

cited their 15-

year

experience

and existing

relationship

with 7,000+

market

participants as

their primary

advantage.

Success in

IGX gives

management

credibility in

navigating

new

commodity

markets

against

None 4.0
Experience

Moat



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

generic

exchanges.

10 3.0

Saaksha

Mantoo,

Old

Bridge

Costs Financials

Why the spike

in other

expenses to

₹12.6 Cr?

Management

explained that

₹7.5 Cr was

due to full-

year CSR

booking and

15-year

celebration

events. These

are one-off

items,

suggesting

EBITDA

margins will

improve in

subsequent

quarters.

None 5.0
Opex

Normalized

11 4.0

Ravi

Naredi,

Naredi

Governance Governance

Separation of

MD and

Chairman

roles?

S.N. Goel is

currently

CMD; the

company is in

the process of

identifying a

new MD. This

remains a

minor

leadership

transition point

to monitor.

None 3.0 MD Search

PATTERN FLAGS & SENTIMENT * Market Coupling Anxiety: Analysts are deeply concerned about the

"utility-fication" of IEX. Management is fighting back with logical arguments (India is a voluntary market, unlike

Europe), but the anxiety remains live as CERC has been formally asked to examine the proposal. This will be

the primary drag on the P/E multiple until CERC gives a definitive negative or a diluted version of coupling. * 

Regulatory Optimism: The Grid Code 2023 and the Late Payment Surcharge rules are seen as the "antidote"

to slow growth. Management is very confident that these will unlock volumes by Oct '23. If these don't deliver a

visible BU spike by Q3, management's 15% growth guidance will be severely questioned. * Analyst Sentiment

Verdict: Analysts are cautiously optimistic about the operational turnaround (volumes up, prices down) but

remain skeptical about the regulatory ceiling. The friction centered on Market Coupling—specifically how IEX

can innovate if price discovery is centralized. Management’s credibility on business operations is high (IGX

turnaround), but their ability to influence the regulator is the key unresolved risk.

GUIDANCE GAPS REVEALED IN Q&A | Topic | What Mgmt Claimed (Opening) | What Q&A Revealed | Gap /

Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | Market Coupling | Current operations undisrupted. | "No

answer" to what exchanges will do if coupling happens. | Management lacks a contingency plan for a coupling

scenario. | Existential business model risk. | | Ancillary Markets | Launched TRAS market in June. | "So far

there is absolutely no volume in this." | The product exists but has no participants due to high energy demand. |

Revenue from new products is deferred. |



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

Market Coupling No formal move. Ministry directed CERC to examine it. ↓

IGX Profitability ₹1.8 Cr (Annual FY23). ₹3.43 Cr (Single Quarter). ↑

Power Prices ₹6.0-7.0/unit (Supply crisis). ₹5.17/unit (Easing). ↑

Regulatory Visibility Draft Grid Code discussion. Indian Grid Code 2023 notified (Oct implementation). ↑

New Market Segment HP-DAM launched. TRAS (Ancillary) Market launched. ↑

Employee/Opex Provision for variable pay. CSR full-year booking (₹7.5 Cr) in Q1. ↓ (Short-term)

Volume Trajectory Negative/Flat. +8% YoY; +20% in July. ↑

STOP HERE.
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