Indian Energy Exchange Ltd — Jul 2026 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Strong Beat One-line: IEX has successfully decoupled from national energy demand growth (flat in
FY26) to deliver double-digit volume expansion (+17%) through "optimization trades," but the transition of Market
Coupling from a legal threat to a formal CERC regulatory draft (April 2026) puts the core Day-Ahead Market
(DAM) moat under its most significant stress-test to date.
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Q1FY27 electricity volumes grew 16% YoY to 37.5 BU; Consol PAT
grew 12% to [134.8 Cr, maintaining the 15-20% growth trajectory
promised.

Volume growth is broad-based; RTM (+25% in Q1) and Green
Markets are offsetting the stagnation in legacy DAM products.

Management reiterated 20-30% RTM growth and expects Coal
Exchange to capture 100 MT in Year 1 due to mandatory e-auction
cessation.

Successfully secured final Coal Exchange rules and advanced the
IGX IPO; tech-integration (APIs) now handles 70% of DAM volumes.

IEX is evolving from a power exchange into an "Energy Stack" (Coal,
Gas, Carbon, Minerals), reducing concentration risk in the coupled
DAM segment.

Management argues API-led "tight coupling" with DISCOMs is a
defensive moat that survives even if price discovery is coupled.

CERC Draft Regulations (April 2026) naming Grid India as MCO;
mgmt response focused on legal recourse and RTM's structural
exclusion from coupling.

Asset-light high ROE (42-44%) core is funding new exchange forays
(Coal/Carbon) while returning >65% of PAT as dividends.

Consol PAT margin remains robust at ~66%; standalone EBITDA
margins held at ~89% despite tech/Al investments.

Standard 4-paise transaction fee is unchallenged; price discovery for
BESS/Renewables creates new premium value-add.

Daily settlement cycle ensures near-perfect cash conversion;
[40,000+ Cr processed in FY26 with zero defaults.

First-mover in Coal Exchange (monopoly by rule) and Merchant
BESS arbitrage ([4.8/unit spread) creates high-barrier growth.

Zero debt; [1,433 Cr Net Worth; cash-rich treasury supporting
inorganic mineral exchange opportunities.

Negative working capital model remains intact; automated API billing
reduces counterparty friction.

Consistent delivery on volume growth targets despite weather
volatility; meeting regulatory milestones for diversification.

CERC's mandate to implement DAM coupling by Jan 2026 (per July
2025 order) remains a live valuation cap.

Highly vocal on the technical flaws of coupling simulations and
bullish on the "mandatory" shift of coal e-auctions to ICX.

Key Takeaways (Positives & Negatives): * Positives: IEX is no longer just a power exchange; it is becoming a
"mandatory" hub for Indian energy. The Ministry of Coal's final rules (June 2026) mandate that all coal e-auctions
(120 MT+) must cease within 6 months of a Coal Exchange starting, effectively gifting IEX's new subsidiary a
massive, ready-made market. RTM (+41% in FY26) has reached parity with DAM, creating a natural hedge
against coupling because CERC admits RTM is too fast (15-min blocks) to couple efficiently. * Negatives: The
"Damocles Sword" of Market Coupling has moved closer to implementation with the April 2026 Draft
Regulations. While IEX is fighting this in the Supreme Court, the regulator's intent to consolidate price discovery



remains the primary overhang on P/E re-rating. * Street Concern: Analysts are fixated on whether IEX loses its
"liquidity moat" if prices are coupled. Management’s response—that 70% of volumes are now API-integrated—
suggests they are building a "Tech Moat" to replace the "Liquidity Moat." * Watchpoint: The Supreme Court
hearing (Monday, July 27, 2026) on the APTEL appeal will determine if IEX can stall the MCO implementation on
procedural grounds.

2. BUSINESS PERFORMANCE

2A. KEY METRICS

Current Qtr

Mgmt Commentary

(Q1FY27)
Electricity Growth driven by harsh summer and 12% peak
375 1 16.0% 14.8% 1 .
Volume (BU) demand surge; YoY comparison more relevant.
RTM Volume RTM now rivals DAM at 34% of electricity volumes;
16.0 1 25.0% 14.6% 1 ) .
(BU) growing as a balancing tool for RE.
IGX Volume (Mn Significant rebound; profit reached [16 Cr in Q1;
27.5 1 51.0% 1 47.8% 1
MMBtu) IPO process underway.
Growth driven by transaction volumes; PPT notes
Revenue (OCr) 202.8 1 15.0% 13.2% 1

[¥47 Cr for full FY26.

Standalone basis; high operating leverage

EBITDA (OCr) 181.7 1 16.0% 1 3.3% 1 o
maintained.

EBITDA Margin

% 89.6% 1 10bps = 1 Stable despite Al and security infrastructure spends.
(]

Consol PAT includes IGX and ICX; FY26 Consol

PAT (CCr) 134.8 112.0% 1 3.9% 1
PAT was [493 Cr.
EPS (O 1.42 112.0% 1 3.6% 1 Trailing 12M EPS now [5.33 per PPT.
. Asset-light model; Management cites ROE at
ROCE (%) Not in doc - - -
42-44%.
Cash Flow Not in doc Daily clearing of [40,000+ Cr settlements in FY26
I - - -
(OCF) indicates 100%-+ conversion.
Strengthened by retained earnings; FY23 was
Net Worth (OCr) 1,433 1 18.0% 1 9.3% 1
1,098 Cr.
Avg Clearing Lower prices (vs summer peaks) incentivized
. 3.85 1 14.0% 1 1.0% ! . .
Price (O DISCOMs to shift from costlier PPAs.

2B. SEGMENT BREAKDOWN



Segment

Revenue (O

vs Company

Key Development

Avg

Electricity
(Standalone)

IGX (Gas
Exchange)

ICX (RECs/
Carbon)

Coal Exchange

(Proposed)

Cr)

180.5 1 14.0% 89%
16.0 (PAT)  128.0%  50%+
5.0 (PAT) New High
0.0 N/A High

DAM share down to 39% as RTM/TAM
scale; volume-led growth.

In-line

Volume of 76.8 Mn MMBtu in FY26; IPO

High

Inline

to dilute IEX from 47.3% to 25%.

PAT positive in FY26; I-REC volumes

grew 200% YoY to 179 lakh certs.

Rules notified; mandatory migration of
CIL e-auctions (90MT) expected.

High

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension

Category

Management Target / Claim

Required Run-Rate /| Mathematical

Feasibility

Historical
Delivery

Guidance

Guidance

Strategy

Strategy

Macro

Policy

Volume
Growth

IGX
Profitability

Coal
Exchange

Capital
Allocation

BESS
Arbitrage

Market
Coupling

15-20% Electricity volume
CAGR through FY32.

Target [100 Cr+ PAT in
medium term.

Capture 100 MT in Year 1 of
operation.

Payout >65% of PAT as
dividends.

Target merchant BESS
addition based on [4-5
arbitrage.

Implementation by Jan 2026
(per CERC order).

Delivered 17% in FY26; needs
consistent 35-40 BU per quarter.

Current run rate is [64 Cr

annualized; needs 15% CAGR to hit.

CIL e-auctions are ~90 MT;
mandatory rules make this
mathematically likely.

FY26 dividend and ROE (>42%)
confirm adherence.

Current arbitrage of [4.81/kWh
makes merchant viable at current
battery costs.

Supreme Court hearing pending;
CERC Draft Regulations released
April 2026.

Met

On Track

New Target

Met

On Track

Delayed

Low

Medium

Low

Low

Low

High



4. ANALYST Q&A



Theme
Firm Cluster

Analyst /

Q# Relevance Category

1 45 Paresh RTM Business
' Sanghani  Potential Overview
Paresh Buyback/ . .
la 35 . Financials
Sanghani  IPO
P2P & )
Business
2 4.0 Analyst2  Tech .
Overview
Stack

Underlying
Concern

"What do you
expect RTM to
be over the
next three
years and
what is the
next RTM?"

"Need for
buyback at low
valuations and
reservation for
IEX holders in
IGX IPO?"

"How does IEX
play in the
India Energy
Stack and
Peer-to-Peer
discussions?"

Management
Response &
Investment
Implication

Evaded /
[\ o] Credibility
Addressed

Management
expects RTM
to grow at
25-30% and
eventually
overtake DAM
volume due to
renewable
variability, with
BESS
arbitrage being
the next major
product. This
structurally
shifts IEX from
a day-ahead
planning tool
to an essential
real-time grid
stabilizer,
hardening the
moat.

None 4.5

Management
stated they will
consider
buybacks
under new
SEBI rules but
clarified that a
shareholder
reservation for
the IGX IPO is
legally not
possible. This
suggests a
potential near-
term capital
return trigger
but rules out a
specific IGX
carve-out

None 3.0

benefit.

IEX is a sector
expert in the
Energy Stack
initiative,
focusing on
streamlining
data flow and
enabling intra-
state markets
where

None 4.0

Verdict

Specific
and
quantified

Hedged
on timing

Directional
with
evidence



Q# Relevance

Analyst /

Firm

Analyst 2

Analyst 3

Theme
Cluster

Coal
Exchange

RTM
Structure

Category

Financials

Business
Overview

Underlying
Concern

"How big is the
coal trading
market and
what are the
shareholding/
fee rules?"

"Why is RTM
so big in India
compared to
global markets
where DAM
dominates?"

Management
Response &
Investment
Implication

Evaded /
[\ o] Credibility
Addressed

exchanges will
play a central
role.
Successful
Energy Stack
implementation
would
drastically
lower barriers
for small
prosumers,
expanding
IEX's TAM into
the retail/C&l
edge.

Management
estimated a
current 120 MT
spot market
growing to 250
MT by 2035,
with IEX fees
likely higher
than current e-
auction
platforms due
to clearing/
settlement
services.
Mandatory e-
auction
cessation
gives IEX a
clear path to
monopolistic
fees in the coal
spot market.

None 5.0

Management
explained that
India's 85%
PPA lock-in
makes DAM a
marginal
market,
whereas RTM
is the primary
tool to manage
high solar/wind
variability. This
structural
difference
makes the

None 4.5

Verdict

Specific
and
quantified

Structural
logic



Q# Relevance

Analyst /

Firm

Analyst 3

Analyst 4

Theme
Cluster

Coupling
Costs

DAM vs
RTM
Usage

Category

Financials

Business
Overview

Underlying
Concern

"Who is going
to bear the
cost of the
Market
Coupling
Operator (Grid
India)?"

"How does a
DISCOM use
RTM for
planning
instead of just
last-minute
needs?"

Management
Response &

Evaded /

[\ o] Credibility Verdict

Investment
Implication

Addressed

Indian
exchange
market more
resilient to
price-discovery
coupling than
European
peers.

Management
noted that
"nothing is
free" and all
MCO costs will
eventually be
passed to
consumers,
adding a layer
of inefficiency.
If couplin

adds Eostg None 3.0
without
significant
welfare gain
(simulated at
only 0.3%), the
regulatory
push may face
consumer/
DISCOM
backlash.

Management
clarified that
RTM is now
used for active
cost-
optimization—
selling surplus
PPAs or
buying cheap
solar—rather
than just
emergency
balancing. This
elevates RTM
from a
secondary
"safety valve"
to a primary
profit-center for
DISCOMs.

None 4.0

None 4.0

Vague but
consistent

Directional
with
evidence



Management
Analyst/ Theme Underlying Response &

Evaded /
[\ o] Credibility Verdict
Addressed

Q# Relevance Category

Firm Cluster Concern Investment
Implication

Management

highlighted

Grid India's

own

observations

regarding

"single point of

failure" and

software

scalability
"What is IEX's issues,
sense on suggesting Specific
implementation  significant timeline
of Grid India technical risk
as MCO?" hurdles

remain. These

observations

from the

proposed MCO

itself provide

IEX with strong

ammunition to

delay or derail

the coupling

timeline.

Kunal Grid India  Management
Thanvi MCO Commentary

Management

argued that 18

years of trust,

API

integrations,

and 24x7

clearing

support create
"If coupling a "Service
happens, why Moat" that Directional
would a trader persists even if  None 4.0 with
prefer IEX over  price discovery evidence

Nitin Stickiness  Management
Shakdher  Moat Commentary

competitors?" is centralized.
This shifts the
investment
thesis from
"Exclusivity of
Liquidity" to
"Superiority of
Execution and
Settlement."

Management

"Is there stated they

anywhere
o 45 Ravi Global Business Io}g:lill where have not seen None s Structural
' Purohit Coupling  Overview g y RTM coupling ' logic

RTMis globally due to
coupled? the extreme



Management
Analyst/ Theme Underlying Response &

Evaded /

Q# Relevance .
Firm Cluster Concern Investment

Implication

Addressed

speed
requirements
(5-minute
bidding),
reinforcing it as
a safe haven
for IEX. This
confirms that
evenin a
worst-case
DAM-coupling
scenario,
~35-40% of
IEX's business
remains
protected by
technical
barriers.

PATTERN FLAGS & SENTIMENT

The Market Coupling Defense: Multiple analysts (Kunal Thanvi, Nitin Shakdher) pressed management on the
survivability of the business model post-coupling. Management'’s posture was notably assertive, using Grid
India's own technical reservations (scalability, single point of failure) as a shield. The recurring theme is that IEX
is moving from a "Liquidity Moat" (which coupling threatens) to a "Tech/API| Moat" (which coupling does not
touch), with 70% of volumes now automated.

The Coal Exchange Opportunity: There was significant interest in the "mandatory” nature of the Coal
Exchange. Analysts were satisfied with the clarification that existing e-auction platforms must shut down within 6
months of ICX's operationalization. This is a rare instance of a regulatory windfall that management is
positioning as a massive, high-margin transaction fee pool to offset any DAM-coupling impact.

Analyst Sentiment Verdict: Analysts remained skeptical regarding the finality of the coupling regulations but
were impressed by the volume resilience (+16% in a "flat" demand year). The skepticism is reflected in the P/E
multiple compression, but management's credibility improved by demonstrating that RTM is structurally
"uncoupleable" and that the Coal Exchange provides a near-monopoly alternative growth path. The Supreme
Court hearing on July 27 remains the single greatest near-term risk.

GUIDANCE GAPS REVEALED IN Q&A * MCO Costs: While the PPT focuses on "0.3% welfare gain,” Q&A
revealed that the MCO implementation adds new consumer costs, potentially neutralizing the slim welfare gains
and creating a new point of political/regulatory friction.

Category [\ o] Credibility Verdict



5. WHAT CHANGED vs PRIOR QUARTER

What Changed

Market Coupling
Status

Coal Exchange
Clarity

RTM Mix

IGX Monetization

Tech Adoption

BESS Arbitrage
Spread

Carbon Market

Consol PAT

Prior Quarter

Legal appeal at APTEL

pending.

Proposed concept.

30.1 BU (FY24).

Strategic intent.

Rising API bidding.

[3.80/kWh (FY24).

Discussion phase.

[B54 Cr (FY24).

This Quarter

CERC Draft Regulations issued; Grid India named
MCO; Case in SC.

Final Rules notified; mandatory e-auction cessation
confirmed.

54.9 BU (FY26); now 34% of electricity volumes.
DRHP filed for IPO; mandatory stake reduction

initiated.

70% of I-DAM volumes now through bidding APIs.

[4.81/kWh (FY26); 545 potential storage cycles/year.

Final GHG emission targets issued for 7 sectors;
trading by Oct 2026.

(493 Cr (FY26).

Direction

| (Regulatory
Risk)

1 (Clarity)

1 (Mix Quality)

1 (Value Unlock)

1 (Moat
Transition)

1t (Product
Viability)

1 (Pipeline)

1 (Scale)
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