Indian Energy Exchange Ltd — Jan 2025 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

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

Result: Beat on PAT, Inline on Volume One-line: The long-term thesis that IEX is the primary beneficiary of
India's "merchantization" of power remains intact, but business quality is seeing a subtle shift as management is
now forced to pay incentives to defend market share in non-core segments (TAM/REC).



Dimension This Quarter Signal | Evidence
Beat/Miss vs . .
. . Consol PAT ([107.3 Cr) exceeded the prior quarter's run rate despite
Guidance / Prior Beat .
lower sequential revenue.
Quarter
. ) High (Core Growth is volume-led (16% YoY); high operating leverage remains
Earnings Quality )
driven) the hallmark of the exchange model.
) i Mgmt maintained a 15-20% volume growth outlook, supported by 9M
Guidance Confidence Strong
FY25 performance (+19%).
While hitting volume targets, mgmt admitted to matching competitor
Management Credibility ~ Neutral incentives in TAM/REC—a move not highlighted in prior "moat"
discussions.
. o Moat remains absolute in DAM/RTM (99%+ share), but the "TAM
Business Quality Signal ~ Stable . ) .
flank" is under sustained competitive attack.
Q11: Mgmt admitted giving incentives in TAM/REC markets to match
Key Q&A Exchange . .
Incentives competition and prevent market share loss.
The Street's Primary Market Still delayed; mgmt argues it's a "misnomer" and structurally complex/
Anxiety Coupling unnecessary.
) ) Asset-light; declaring 150% interim dividend; cash surplus utilized for
Capital Cycle Stage Harvesting .
counterparty risk.
Margin / Return Ratio Improving Consolidated PAT grew 16.9% YoY, outpacing Revenue growth of

Trajectory

Pricing Power

FCF Conversion &

Stable (Core)

13.7% due to expense control.

2-paise fee is steady in Electricity, but eroding in RECs (fees halved
to match competition).

T+1 settlement ensures near 100% PAT-to-OCF conversion; zero

. Strong

Quality debt.
Competitive Moat Stable 84% overall electricity share; RTM volume +30% YoY shows
Signals deepening liquidity in the "real-time" thesis.

Zero debt; (D00 Cr+ cash surplus maintained for clearing/settlement
Balance Sheet Strength  Strong

and new exchanges.
Working Capital Stable Standard exchange clearing house mechanics; no build-up in
Efficiency receivables.
Mgmt Guidance Track Reliable Consistent delivery on volume growth multipliers (2.5x to 3x GDP

i
Record growth).
Key Vulnerability / Red Competition Competitive bidding for TAM/REC volumes is starting to weigh on the
Flag > revenue-per-unit realization.
) Dismissive of coupling; aggressive on new markets (Coal, Carbon,

Management Tone Confident

BESS).

Key Takeaways: * Positives: Electricity volumes grew 15.9% YoY (30.5 BU), significantly outpacing national
demand growth of 3%. The Real-Time Market (RTM) segment is the structural winner, growing 30% YoY and
now representing ~30% of total volumes. Fuel availability is a massive tailwind: sell-side liquidity increased 62%
YoY as coal production rose 6.1% and inventory hit 19 days, driving clearing prices down 26% ([B.71/unit). *
Negatives: There is a widening "Revenue-Volume Gap." While volume grew 16%, revenue only grew 13.7%.
This is driven by management’s admission that they are now providing "incentives" to partners in the Term-
Ahead Market (TAM) and REC segments to match competitors and prevent market share erosion. * Street
Concern: Market Coupling remains the "sword of Damocles." Management noted the pilot study report is now 6
months overdue (delayed from July to January), and they continue to argue that coupling a 99% market share



exchange with 1% share competitors provides zero "social welfare" benefit. * Forward Watchpoint: Watch for
the CERC order on 11-month Long Duration Contracts (LDC) and the Green RTM launch, both expected in 3-4
months. These will expand IEX’s addressable market into the ~40 BU bilateral segment currently held by
traders.

2. BUSINESS PERFORMANCE

2A. KEY METRICS PPT figures used as primary. Standalone revenue breakup from Concall.

Current Qtr

Metric Mgmt Commentary
(Q3 FY25)

Electricity Volume YoY growth driven by fuel availability. QoQ

30.5 1 15.9% 116.2% ! .
(BU) drop is seasonal vs Q2 peak.
Concall: July/Q2 was an anomaly due to
REC Traded (Lakhs)  26.52 131.0% 1 57.9% . ) yiQz v v
Bihar's RPO deficit.
Total Revenue 160.5 ' 13.7% | 4.4% . Growth attributed to volume; Rev growth lags
onso r ' R e volume due to incentives.
C l) (OC
EBITDA (Consol) (O High operating leverage; margins remain
145.5 1 13.5% 1 3.8% !
Cr) robust at ~90%.
Outpaced revenue growth due to higher other
PAT (Consol) (OCr) 107.3 116.9% 1 0.9% > .
income and cost control.
Improving despite high global gas prices
PAT (IGX) (OCr) 8.3 112.2% 1 36.1% 1 £ < * ey el
($14/MMBtu).
PAT (Standalone) (O
cn 103.1 1 15.5% 12.8% 1 Core exchange performance.
EPS (O 1.20 1 16.5% 1 0.8% - Consistent with PAT growth.
Transaction Fees Percent of Standalone Revenue. Prior Q2
78.7% 1 50 bps 1 110 bps -
(Share) was 79.8%.
Sell-side Liquidity +62% Yoy . Massive surge in sell bids helped cool prices
(DAM) ° to [B.71/unit.
Market Share (Elec) 84.0% Maintained share despite competitive
.0% - . N

pressures in TAM.

2B. SEGMENT BREAKDOWN



Market

Segment
. Share

Key Development

Prices down 26% YoY to [B.71; replacing

DAM (Electricity) ~ Not Split* - ~99% - Core ]
costlier PPAs.
) Critical for RE integration and managing
RTM (Real-Time) 9.3 1 30.0% ~99% 1 Above . )
intermittency.
Mgmt admits providing incentives here to
TAM / LDC 7.1 (9M) - ~38% ! Below o
match competition.
RECs . Volume rising; prices dropped to floor-less
" 26.5L 1 31.0% ~60% 1 High
(Certificates) levels ([110-120).
IGX (Gas 162L . 9M volume up 24%; awaiting PNGRB nod
1 93.0% ~2.0% 1 Developing
Exchange) MMBtu for 3M/6M contracts.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

. . Management Target / Required Run-Rate /| Mathematical Historical
Dimension Category . . .
Claim Feasibility Delivery
) Volume 9M FY25 is at 19%); on track to meet )
Guidance 15% to 20% CAGR. Reliable Low
Growth upper end of range.
Launch 11-month contracts Dependent on CERC order .
. New . . Mixed (Reg. .
Guidance and Green RTM in 3-4 (reserved); historically takes ~120 Medium
Products ) Lag)
months. days from reservation.
Cabinet note circulated; needs 6-9
Coal . New )
Strategy Launch in CY2025. months post-approval to Medium
Exchange Segment

operationalize.

IGX share in gas .
. Requires 36% CAGR; current 9M .
Strategy IGX Growth consumption to 4-5% by . . On Track Medium
growth is 24%—needs acceleration.
2030 (from 2%).

Demand Exchange growth at 2.5x to GDP @ 6.6-7% implies 17-21% .

Macro . L Reliable Low
Multiplier 3x GDP growth. volume growth. Currently hitting 19%.
Price Gas prices to drop to $8-9 in  Based on global LNG liquefaction

Macro . . Macro-dep. Low
Outlook 2026-27. capacity additions.

. Maintain high payout (150%  Asset-light model allows ~70-80% .
Balance Div. Payout Consistent Low
face value declared). payout.



4. ANALYST Q&A



Q# Relevance

Theme
Firm Cluster

Analyst /

Category

Underlying
Concern

Management
Response &
Investment
Implication

Evaded /
Not Credibility Verdict
Addressed

2 4.0
2a 35
3 4.5
6 4.0

Sumit
Kishore / Market
Axis Share
Capital
Sumit
Kishore /
] TAM Share

AXis
Capital
Sumit
Kishore / Market
Axis Coupling
Capital
Rushabh

REC
Shah /

Market
Buglerock

Business
Overview

Business
Overview

Mgmt
Outlook

Business
Overview

"Has that
been
accompanied
with an
overall
increase in
market share
also as of 9
month FY
257"

"And within
that, for the
TAM,
including
DAC, your
market share
is still around
40% or so?"

"Just one last
guestion, an
update on
how, if at all,
market
coupling is,
the study
etcetera and
events are
panning
out?"

"Which type
of companies
have to take
these
certificates

Management
confirmed
they are
maintaining
~84% market
share in
electricity and
~60% in
RECs. This
proves the
core DAM/
RTM moat is
holding
despite the
noise in the
bilateral
(TAM)
segment.

Specific &

None 5.0
Clear

Management
admitted their
market share
in the
competitive
TAM segment
is only ~35%.
This segment
remains the
primary area
of vulnerability

Specific &
Clear

None 5.0

to newer
exchanges.

Management
noted the
simulation
report from
Grid India
(originally due
in July) is still

Logical
awaited 6 g

evidence

None 4.0
months later.

The continued

delay reduces

the immediate

regulatory

overhang on

the stock.

Management
explained the
RPO
obligations for
Discoms and

High

None 4.5 .
clarity



Q# Relevance

10

11

Analyst /

Firm

Bharani /
4.0 Avendus
Spark

Devesh
4.5 Agarwal /
IIFL Sec

Karan P.
5.0 Gupta /
CAVI Cap

Theme
Cluster

Growth vs
Price

RTM Vol
Dip

Incentives

Category

Business
Overview

Business
Overview

Financials

Underlying
Concern

for
compliance?"

"What
proportion of
this
incremental
growth... is
due to the
price drop?"

"Is there any
particular
reason why
we have
seen a
decline in the
RTM
because that
has been
structurally
growing
quarter after
quarter?"

"Can you just
talk about the
difference
between
volume
growth and
revenue
growth... is

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

large captive
users (Steel,
Cement,
Aluminum).
Growing
compliance
enforcement
(Section 26(3)
penalties) is a
structural
volume driver
for RECs.

Management
noted a 26%
drop in
clearing
prices led to
replacement
demand from
Discoms. This
highlights
IEX's role as

None 4.0

a "cost-
optimization"
tool for utilities
during supply-
rich periods.

Management
attributed the
QoQ RTM dip
to lower
renewable
intermittency
in Q3 vs Q2
(high wind/
hydro
season). This
confirms
RTM's role as
the primary
"balancing"
market for
green energy.

None 4.5

Management
explicitly
admitted
giving
incentives in
TAM and REC
markets to

None 5.0

match

Verdict

Structural
insight

Tech-
heavy
logic

Quantified



Analyst/  Theme

Q# Relevance .
Firm Cluster

Ankit
Kanodiya /
Smartsync

Transaction

13 45

PATTERN FLAGS & SENTIMENT * Defending the "Flank": Multiple analysts pressed on the discrepancy
between volume and revenue growth. Management's admission that they are paying "incentives” to maintain

Underlying
Concern

this because
of
competition?"

"How do we
see
[transaction
fees] going
forward? And
how much of
government's
influence is
there?"

Management
Response &
Investment
Implication

Evaded /
Not Credibility
Addressed

competition
and prevent
market share
loss. This is
the first time
management
has
acknowledged
"margin-
buying" to
defend its
territory.

Management
noted that the
2-paise fee
was capped
by CERC in
2021 and they
expect this
approval to
hold for at
least 5 years.
This provides
visibility on
the core
revenue-per-
unit for the
medium term.

None 5.0

Verdict

Specific &
Clear

market share in the TAM segment is a significant pivot from their historical "dominant moat" narrative. While core
DAM/RTM share is 99%-+, the battle for TAM (where share is only 35%) is becoming a cost center. * The
"Coupling" Stalemate: Management has moved from anxiety to dismissiveness regarding market coupling. By

highlighting the 6-month delay in the simulation report and framing coupling as a "misnomer" that adds zero

social welfare, they have successfully lowered the perceived risk among analysts. * Storage (BESS) Optimism:
Mgmt is positioning the crash in battery storage costs (down ~70% in a year) as the next major volume driver.
They expect BESS to increase "sell potential” during non-solar hours, fundamentally deepening exchange

liquidity.

Analyst Sentiment Verdict: Analysts were bullish on the 19% 9M volume growth but remain cautious about the
competitive dynamics in the TAM segment. The management's credibility remains high on operational execution,

but the admission of competitive incentives was a "reality check" for those expecting absolute pricing power

across all products. The sentiment on Market Coupling has shifted from "fear" to "monitoring" given the

regulatory delays.



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q2 FY25) This Quarter (Q3 FY25) Direction
Volume Growth (Electricity) 38.2% YoY (Peak) 15.9% YoY | (Seasonal)
Revenue Growth vs Volume In line Revenue lags volume (13.7% vs 15.9%) !
Competitive Posture Market share dominance Providing incentives to defend TAM share !

Market Coupling Outlook Awaiting pilot report Pilot report 6 months overdue; risk receding g

Coal Inventory High 19 Days (Stable/Ample) -

IGX Performance 118L MMBtu volume 162L MMBtu volume 1

LDC Status Awaiting CERC hearing Order reserved; launch in 3-4 months O

Other Income Share 17.1% 17.9% 1

Dividends Not announced [1.5/share Interim declared ad

Investor Note: The core of the IEX thesis—that India is shifting toward a liquid, merchant-based power market
—is being proven by the 19% 9M volume growth. However, investors must now account for a "two-tier" business
model: (1) The DAM/RTM core, which has a 99% monopoly and high margins, and (2) The TAM/REC flank,
where IEX is a price-taker and must pay incentives to compete. As long as the core remains protected, the
operating leverage of the platform should continue to drive PAT growth above revenue growth. The pending
CERC order on 11-month contracts is the next major re-rating trigger.
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