
Indian Energy Exchange Ltd — Jan 2022 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Beat One-line: IEX continues to benefit from the structural shift toward short-term power markets, with a

record volume beat driven by the resurgence of REC trading and high RTM adoption, while the regulatory

resolution of the SEBI-CERC conflict clears the path for the next leg of growth: Long Duration Contracts and

derivatives.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Strong Beat

37% YoY volume growth; PAT grew 39% YoY

(Consolidated).
🟢

Earnings Quality High (Core driven)
Growth led by transaction fees (86% of revenue) and

volume expansion across RTM/REC.
🟢

Guidance Confidence Strong
Management expects LDC and derivatives launch

shortly; IGX already hit breakeven.
🟢

Management Credibility Strong
Delivered on IGX breakeven within 1 year; proactive on

Gross Bidding innovation.
🟢

Business Quality Signal Improving
Product mix shifting to higher-value Real-Time and

Green markets (25% of volume).
🟢

Key Q&A Exchange Q# 5 + Derivatives
Revenue sharing with MCX and physical settlement on

IEX confirmed.
🟢

The Street's Primary

Anxiety

Competition from new

exchanges

Mgmt argues liquidity is "sticky" and perishable

commodities favor leaders.
🟡

Capital Cycle Stage Harvesting High FCF generation; 100% interim dividend declared. 🟢

Margin / Return Ratio

Trajectory
Stable Standalone PAT margin maintained at 63.1%. 🟢

Pricing Power Stable
Transaction fees held at 2p/unit despite competitive entry

noise.
🟢

FCF Conversion & Quality Strong
Asset-light model continues to convert almost all PAT to

cash.
🟢

Competitive Moat Signals Widening
Liquidity network effect evidenced by 99.9% market

share in RTM/DAM.
🟢

Balance Sheet Strength Strong
Zero debt; significant cash reserves even after 100%

dividend.
🟢

Working Capital Efficiency Stable
Standard exchange settlement cycles; no buildup of

receivables.
🟢

Mgmt Guidance Track

Record
Reliable

Hit IGX breakeven targets; successful launch of GDAM

and cross-border trade.
🟢

Key Vulnerability / Red

Flag
Regulatory Timelines

MBED and LDC launches are contingent on CERC final

rules.
🟡

Management Tone Confident and Visionary
Highly focused on "energy basket" expansion beyond

just power.
🟢



Sentiment: 🟢 Positive Key Takeaways (Positives & Negatives): - Positives: - Massive volume growth (+37%)

driven by RTM (+70%) and the restart of REC/ESCert trading. - IGX turnaround is ahead of schedule, achieving

breakeven and a ₹0.8 Cr profit in Q3. - Regulatory clearing of the SEBI-CERC dispute unlocks the "Long

Duration Contract" (LDC) and derivatives markets. - Strategic partnerships in IGX (IOCL, GAIL, ONGC, etc.) de-

risk the gas ecosystem play. - Negatives: - Imminent entry of a third exchange (HPX) backed by BSE/PTC may

create pricing noise, though liquidity remains with IEX. - MBED (Market Based Economic Dispatch)

implementation is likely delayed beyond April 2022 due to pending CERC rules. - Street Concern: Analysts are

focused on whether RTM is cannibalizing DAM; Mgmt clarifies it is "optimizing" the mix, and total exchange

volumes are the primary value driver. - Watchpoint: Approval timeline for "Gross Bidding" – IEX's voluntary

alternative to MBED which could significantly deepen the market.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

DATA SOURCE: PPT figures used as primary source.

Metric
Current

Qtr

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Standalone Revenue

(₹ Cr)
126.68 ↑ 32.4% ↑ 3.6% ↑

Driven by volume growth in RTM and resurgence

of RECs.

Consolidated Revenue

(₹ Cr)
130.78 ↑ 36.1% ↑ 7.0% ↑

Includes IGX performance which saw exponential

volume growth.

EBITDA (Consol, ₹ Cr) 112.06 ↑ 39.3% ↑ 4.7% ↑
Margin expansion due to operating leverage on a

fixed-cost platform.

EBITDA Margin (%) 85.7% ↑ 200 bps ↓ 180 bps →
Slight QoQ dip due to one-time bonus issue

expenses and CSR.

PAT (Consol, ₹ Cr) 80.73 ↑ 38.9% ↑ 3.9% ↑
High quality of earnings; driven by core exchange

transaction fees.

Total Volume (BU) 27.6 ↑ 37.0% ↑ 6.5% ↑
Strong growth in RTM (4.8 BU) and REC (3.8M

certs).

Standalone PAT

Margin (%)
63.1% → → →

Very stable margins despite high growth and new

product launches.

Other Expenses

(Standalone)
16.05 ↑ 24.5% ↑ 24.5% ↓

Spike due to bonus issue regulatory fees and

CSR spending.

Cash Flow (9M OCF) Not in doc First entry First entry →
Not explicitly broken out for Q3, but 100%

dividend indicates strong FCF.

Net Debt / (Cash) (₹

Cr)

(Cash

rich)
→ → ↑

Cash position continues to build despite

dividends.

Working Capital Stable → → → Standard T+2 settlement cycle on exchange.

2B. SEGMENT BREAKDOWN



Segment
Volume

(MU)

YoY

Growth

Market

Share
Trend

vs Company

Avg
Key Development

DAM +

TAM
18,716 ↑ 4.0% 92.0% → Lagging

Coal shortages in Oct'21 shifted some

demand away from DAM.

RTM 4,823 ↑ 70.0% 99.9% ↑ Outperforming
Becoming the go-to for DISCOMs for

real-time balancing.

Green

Market
1,200 ↑ 140% 99.9% ↑ Outperforming

Launch of Green Day-Ahead Market

(GDAM) on Oct 25.

REC
3,828

(000)
Resumed 76.0% ↑ New driver

Restarted after 16-month gap; massive

backlog clearing.

ESCerts 286 (000) Resumed 100% ↑ New driver Commenced trading under PAT-II cycle.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate /

Mathematical Feasibility

Historical Delivery (Did

they do what they

promised last Q?)

Risk

Flag

Guidance
Volume /

Capacity

25% share of spot market

by 2023-24 (Draft NEP

target).

Needs ~20% CAGR to hit

the 25% spot market

penetration target.

Delivered: Launched

GDAM and cross-border

trade.

Low

Guidance Margins
Maintain current margins

(63% PAT margin).

Platform is automated;

marginal cost of new

volume is near-zero.

Delivered: Margins

remained stable at

63.1%.

Low

Guidance
New

Products

Launch Longer Duration

Contracts (LDC) in

electricity/RE.

Contingent on CERC final

approval of draft rules.

On Track: Applied to

CERC post Supreme

Court resolution.

Medium

(Reg)

Strategy IGX Growth
Expand gas share to 15%

of energy mix by 2030.

Massive infrastructure

buildup needed (35k km

pipeline).

Exceeded: Achieved

breakeven within 1 year.
Low

Strategy
Capital

Allocation

100% interim dividend;

bonus issue completed.

Sustainable due to zero-

capex model.

Delivered: Bonus issue

and interim dividend

completed.

Low

Macro Policy

MBED (Market Based

Economic Dispatch)

implementation.

April'22 target likely to be

missed; no CERC rules

yet.

Delayed: Mgmt admitted

April'22 is unlikely.
Medium

Strategy
Gross

Bidding

Launch voluntary

alternative to MBED.

Requires stakeholder

consultation (3-4 months).

New: Proactive product

development to preempt

MBED.

Medium



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm
Theme Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

1 4.5

Mohit

Kumar /

DAM Capital

MBED /

Gross

Bidding

Outlook

Timeline and

impact of

MBED/Gross

Bidding on

behavior.

Mgmt says

Gross Bidding

is a voluntary

version of

MBED that

allows

DISCOMs to

sell PPA

power and

buy back from

exchange for

efficiency. If

successful,

Gross Bidding

could make

MBED

redundant

and

significantly

increase

exchange

volumes

through

voluntary

participation;

4-month

approval

timeline

expected.

None 4.0
Specific

timeline

2 4.0

Devansh

Nigotia /

SIMPL

IGX

Governance
Governance

Compliance

with ownership

norms after

IOCL stake

sale.

IEX stake in

IGX is now

47%, making

it an

associate

rather than a

subsidiary.

This fulfills

regulatory

ownership

norms; no

further stake

sales planned

as strategic

partners

(GAIL,

ONGC, IOCL)

are now on

board.

None 5.0
Quantified

status

3 4.0

Ankush

Agrawal / MBED

Timeline
Outlook

Feasibility of

April 1st MBED

implementation.

Mgmt

admitted April

1st is unlikely

as CERC still

None 4.0
Realistic

admission



Q# Relevance
Analyst /

Firm
Theme Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

Surge

Capital

needs to

frame rules,

clearing, and

settlement

regulations.

Delay in

MBED puts

more focus on

"Gross

Bidding" as

the near-term

volume

catalyst for

DISCOM PPA

power.

4 4.0

Swarnim

Maheshwari /

Edelweiss

GNA Impact Macro

Elimination of

transmission

charges via

General

Network

Access (GNA).

GNA will allow

DISCOMs to

buy/sell within

their long-

term access

limit without

paying

additional

short-term

transmission

charges. This

lowers the

landed cost of

exchange

power,

making it

more

competitive

versus

bilateral

contracts and

driving higher

volume

migration.

None 5.0
Clear and

quantified

5 5.0

Sumit

Kishore /

Axis Capital

Derivatives Strategy

Revenue

sharing and

role in

electricity

derivatives with

MCX.

IEX will

provide the

clearing price

as the

reference for

MCX

derivatives,

with a

revenue-

sharing

agreement in

place. This

will likely drive

None 4.5
Thesis-

critical



Q# Relevance
Analyst /

Firm
Theme Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

higher spot

volumes on

IEX as

participants

use

derivatives for

hedging and

take physical

delivery in the

spot market.

6 3.5

Siddharth

Gupta /

Voyager

Competition Strategy

Impact of the

3rd exchange

(HPX) and PTC

India’s exit from

IEX liquidity.

Mgmt notes

that buyers/

sellers decide

where to

trade based

on liquidity,

not the

platform

provider

(comparing it

to Zerodha vs

NSE/BSE).

High liquidity

on IEX makes

it the "sticky"

choice for

generators

who cannot

afford to leave

electricity

unsold

(perishable

commodity).

None 4.0
Logical

defense

7 4.0

Apoorva

Bahadur /

Investec

Gross

Bidding
Strategy

Incentives for

low-cost states

to participate in

Gross Bidding.

States with

low-cost

power can

sell on the

exchange

whenever

their internal

demand is

low, capturing

the market

clearing price

(MCP) spread

over their

variable cost.

This turns

"unscheduled"

power into a

revenue

stream,

None 4.5
Clear

incentive



Q# Relevance
Analyst /

Firm
Theme Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

creating a

direct

financial

incentive for

state

participation.

8 3.5

Vikas

Kasturi /

Focus

Capital

IGX

Valuation
Governance

Low valuation

(₹75 Cr) for

IOCL stake

sale given

growth.

Mgmt

explained

these were

strategic

investments

at par to build

the

ecosystem,

not a PE-style

fundraise for

cash. Bringing

on GAIL,

ONGC, and

IOCL is more

valuable for

market

development

than a higher

valuation from

a non-

strategic

financial

investor.

None 4.0
Strategic

rationale

9 4.0

Abhilasha

Satale /

Dalal &

Broacha

RTM vs

DAM
Business

Is RTM

cannibalizing

DAM volumes?

Mgmt clarifies

that

participants

are optimizing

across

products;

while some

DAM demand

moves to

RTM for

better

forecasting,

total

exchange

volume is

growing. The

launch of

Green

markets

(GDAM)

might also

impact

traditional

None 4.0
Contextual

color



Q# Relevance
Analyst /

Firm
Theme Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded Credibility Verdict

DAM, but the

aggregate

fee-earning

volume

continues to

rise.

PATTERN FLAGS & SENTIMENT - The "Liquidity Moat" Defense: Multiple analysts questioned the threat

from a third exchange (BSE-backed HPX). Management’s posture was confident, repeatedly emphasizing that

electricity is a "perishable commodity"—generators will go where the buyers are, and liquidity is the ultimate

barrier to entry. This remains a live debate, but management's logic on network effects is robust. - The MBED

Pivot: There is clear anxiety about the delay in government-mandated MBED. Management shifted the narrative

toward "Gross Bidding," a voluntary mechanism they designed to achieve similar results. This indicates

management is not waiting for slow-moving regulations to drive growth but is actively innovating to create

commercial incentives for DISCOMs. - Gas (IGX) Optimism: The sentiment regarding IGX has shifted from

"venture" to "value." Analysts were pleasantly surprised by the breakeven and the entry of IOCL. The strategic

valuation vs. financial valuation remains a point of minor friction, but most seem satisfied with the ecosystem-

building approach.

Analyst Sentiment Verdict: Analysts were overwhelmingly positive on operational performance but skeptical

about regulatory timelines (MBED/LDC). The credibility of management was bolstered by the IGX turnaround.

The greatest unresolved risk remains the actual launch date for LDCs, which has been "expected shortly" for

several quarters and remains in the hands of the regulator (CERC).

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

Walk-back | Risk to Thesis | |-------|-----------------------------|-------------------|-----------------|----------------| | MBED

Timeline | Discussed as a key regulatory driver for FY22. | April 1, 2022 implementation is now "unlikely." |

Implementation delay of at least 2-3 quarters. | Low; voluntary Gross Bidding can partially offset the delay. | | IGX

Ownership | Subsidiary of IEX. | Now an Associate company (47% stake). | Structural change to comply with

PNGRB norms. | None; improves regulatory compliance. |

5. WHAT CHANGED vs PRIOR QUARTER

First entry — no prior quarter to compare.

What Changed Prior Quarter This Quarter Direction

First entry N/A N/A →
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