
Indian Energy Exchange Ltd — May 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

Result: Beat on Volumes; Inline on PAT. One-line: The investment thesis has transitioned from "regulatory

survival" to "structural volume expansion" as the market coupling overhang fades into a slow-moving research

project, while easing fuel constraints and new mandates (URS/GNA) unlock double-digit volume growth.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance
Beat

Volume grew 15.5% YoY (30.1 BU) vs mgmt's earlier ~13-14%

trajectory.
🟢

Earnings Quality
Moderate (Timing

Distorted)

Core operations are strong, but CFO will lag PAT significantly due to

₹86 Cr trade receivable spike (banking holiday).
🟡

Guidance

Confidence
Strong

Mgmt expects >15% volume growth in FY25, supported by 12%

demand growth seen in April-May.
🟢

Management

Credibility
Strong

Delivered on the DAC-to-DAM volume shift post-GNA; successfully

pivoted LDC contracts from 1.2 BU to 10 BU.
🟢

Business Quality

Signal
Improving

Liquidity moat in DAM/RTM remains at 99.9% share; competitor

HPX's gains in DAC were successfully neutralized by GNA

regulations.

🟢

Key Q&A Exchange
Q3 - Market

Coupling

CERC simulation of Jan-Mar '23 data found "practically no merit" in

coupling DAM/RTM; implementation is now "long way to go."
🟢

The Street's Primary

Anxiety
Market Coupling

Concern remains on the "Shadow Pilot." Mgmt response: Simulation

hasn't even started; software takes months; policy conflict with PPAs

is huge.

🟡

Capital Cycle Stage
Harvesting /

Diversifying

Core electricity is high-FCF; investing in Gas (IGX) and Carbon

(ICX) to capture the 2030 energy transition.
🟢

Margin / Return

Ratio Trajectory
Stable

Consol. EBITDA margin remains elite at 88.8% for Q4; PAT growth

(9.5% Consol) lags Revenue due to IGX/REC price drops.
🟢

Pricing Power Stable
Transaction fees remain fixed at ₹0.02 per side for electricity,

protecting revenue from price volatility.
🟢

FCF Conversion &

Quality
Distorted

FY24 CFO will be visually weak relative to PAT due to ₹79 Cr WC hit

from year-end banking holidays (March 29-31).
🔴

Competitive Moat

Signals
Widening

GNA implementation has largely killed the regulatory arbitrage that

competitors used to gain share in DAC.
🟢

Balance Sheet

Strength
Strong Cash-rich; dividend payout of ₹1.50 (150% of FV) announced. 🟢

Working Capital

Efficiency

Deteriorating

(Temporary)

Receivables spike to ₹86 Cr (vs ₹7 Cr last year) is purely a March 31

banking holiday artifact.
🟡

Mgmt Guidance

Track Record
Reliable

Consistent delivery on regulatory navigation; IGX remained

profitable (₹23 Cr PAT) despite lower volumes.
🟢

Key Vulnerability
Regulatory

Change

CERC’s final stance on the RTM-SCED coupling pilot remains the

only meaningful tail-risk.
🔴

Management Tone
Confident /

Technical

Dismissive of coupling utility; very bullish on summer supply liquidity

(Gas and ICB plants).
🟢



Key Takeaways: * Positives: The business has entered a "Supply Surplus" regime. Coal production is up

11.7% and inventories hit a 20-day high (highest since 2021), driving DAM prices down 20% to ₹4.89/unit. This

affordability is the primary trigger for Discom buy-side volume. Structural wins include the GNA regulation,

which successfully returned DAC volumes to IEX's core DAM market, and the LDC segment, which scaled 8x

YoY to 10 BU. * Negatives: IGX (Gas Exchange) volumes fell 20% in FY24 as domestic gas producers used

auction routes instead of the exchange. Green Market volumes remain sluggish as states consume their own

renewable power internally rather than trading surplus. * Street Concern: Market Coupling persists as a

valuation cap. Management’s defense has strengthened: they cite CERC’s own analysis showing no merit in

DAM coupling and highlight the massive "financial settlement" and "PPA-vs-Merchant coal" conflicts that would

make implementation a multi-year nightmare. * Forward Watchpoint: The launch of 11-month contracts

(awaiting CERC order). This will allow IEX to cannibalize the ~40 BU bilateral trader market, providing a massive

new growth lever.

2. BUSINESS PERFORMANCE

2A. KEY METRICS PPT figures used as primary. Standalone vs Consol discrepancies noted.

Metric
Current Qtr (Q4

FY24)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Total Volume (BU) 30.1 ↑ 15.5% ↑ 6.4% ↑
Growth driven by supply easing; electricity vol

crossed 100 BU annually.

Total Revenue (₹

Cr)
149.3 ↑ 15.2% ↑ 5.7% ↑

Driven by 15.7% electricity volume growth;

transaction fees ~78% of mix.

EBITDA (₹ Cr) 132.6 ↑ 14.6% ↑ 6.3% ↑
High operating leverage; Standalone EBITDA

₹134.7 Cr (PPT vs Consol).

EBITDA Margin % 88.8% ↓ 45 bps ↑ 50 bps → Margins remain stable at world-class levels.

PAT (Consol) (₹

Cr)
96.7 ↑ 9.5% ↑ 5.3% ↑

PAT growth slower than Revenue due to lower

IGX contribution.

PAT (Standalone)

(₹ Cr)
95.1 ↑ 14.7% ↑ 4.3% ↑

Standalone shows the true strength of the core

electricity platform.

Cash Flow (OCF)

(₹ Cr)
Not in doc N/A N/A ↓

Expected weak OCF due to ₹79 Cr receivable

spike from banking holidays.

Net Debt / (Cash)

(₹ Cr)
(600+) Est → → →

Cash-rich balance sheet with zero debt; high

dividend payout.

Working Capital (₹

Cr)
86 (Receivables) ↑ 1128% ↑ ↓

Spiked from ₹7 Cr (LY) to ₹86 Cr due to March

29-31 bank holidays.

Avg DAM Price (₹/

unit)
4.89 ↓ 20% ↓ ↑

Price decline to under ₹5/unit is stimulating buy-

side demand.

IGX PAT (Full

Year)
23.1 ↓ 18% N/A ↓

Lower volumes (41 MMBtu) due to high gas

prices in H1 and domestic auctions.

2B. SEGMENT BREAKDOWN



Segment
Volume

(BU/Unit)

YoY

Growth

Rev

Mix %
Trend vs Co Avg Key Development

Conventional

DAM
14.9 (Est) ↑ 13.9%

46%

(FY)
↑ In-line

GNA implementation shifted vol from

DAC back to DAM.

Real-Time Market

(RTM)
8.3 (Est) ↑ 22%

30%

(FY)
↑ Outperforming

Automation/API bidding making RTM

the tool for grid balancing.

Term-Ahead

(TAM/DAC)
1.8 (Est) ↓ 45%

7%

(FY)
↓ Underperforming

Structural shift to DAM post-GNA;

DAC vol down 84% in H2.

Green Market 1.0 ↓ 16%
3%

(FY)
↓ Underperforming

Supply shortages in RE-rich states;

expecting 50% recovery in FY25.

Certificates (REC) 32.5 Lakhs ↑ 98%
9%

(H2)
↑ Outperforming

Twice-monthly auctions and floor price

removal driving liquidity.

LDC Contracts 10.0 (FY24) ↑ 733% N/A ↑ High Growth
Scaled from 1.2 BU to 10 BU;

targeting 15 BU for FY25.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management Target /

Claim

Required Run-Rate /

Math Feasibility
Historical Delivery Risk Flag

Guidance
Volume

Growth

>15% volume growth

in FY25.

Needs 127 BU in FY25;

April 24 already did 9

BU (+14%).

Achieved 13.7% in

FY24 vs ~12%

expected.

Summer demand

peaks.

Guidance REC Growth
25-30% volume

growth in FY25.

High visibility due to

inventory and low prices

(₹185).

REC vol grew 26.4%

in FY24; met target.

Compliance by

Discoms.

Guidance LDC Volume
Target 15 BU for

FY25.

Needs 50% growth;

already hitting 1 BU/

month.

Beat: Grew from 1.2

BU to 10 BU in one

year.

CERC 11-month

order.

Strategy New Products
Launch 11-month

contracts in FY25.

Pending CERC final

order (hearings

complete).

Delivered Ancillary

and HP-TAM in FY24.
Regulatory delay.

Strategy Diversification
Launch Carbon Credit

trading via ICX.

Dependent on MoEFCC

and GIFT City

commodity list.

ICX incorporated Dec

'22; zero revenue still.
Policy clarity.

Macro Supply

20 GW Thermal

capacity addition in

FY25.

Govt goal to reach 80

GW by 2032.

27 GW under

construction; on

track.

Commissioning

delays.

Macro
Gas

Utilization

Section 11 directive for

Gas plants (May-

June).

Variable cost ~₹6-9;

competitive for peaks.

directive extended to

Oct for ICB coal.

High LNG spot

prices.



4. ANALYST Q&A



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 4.0
Abhi Jain, AJ

Assoc

RE vs

Thermal

Business

Overview

"Will there

be any

business

implication

for IEX if

power

generation

by

renewable

is not able

to match

up to the

installed

capacity?"

Management

stated that the

low CUF of RE

(23%) vs

Thermal (70%)

is known and

the volatility of

RE actually

increases the

need for

exchange-

based

balancing. This

confirms that

IEX is a

beneficiary of

intermittency,

regardless of

the generation

mix efficiency.

None 5.0 Thesis Neutral

2 3.5
Abhi Jain, AJ

Assoc
Market Share

Management

Outlook

"Is there

any

multiplier

left in

which the

exchanges

can further

increase

their

market

share in

the short-

term

market

from 55%

to 70%?"

Management

targets the spot

market

reaching 25%

of total

generation by

2030 (vs 15%

now), with

exchanges

capturing ~17%

of total

generation.

This implies a

long-term

volume CAGR

of ~15-18%

purely from

structural shift.

None 4.0
Specific

Targets

3 5.0
Sumit

Kishore, Axis
Coupling

Management

Outlook

"Any

update on

how the

shadow

coupling

direction

from CERC

has played

out?"

Management

revealed that

CERC's

simulation of

2023 data

found "no

merit" in

coupling DAM/

RTM, and the

new RTM-

SCED pilot

software is still

"work in

progress" after

None 4.5

Major

Overhang

Receding



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

3.5 months.

This

significantly

lowers the

immediate

threat level of

coupling as

implementation

is bogged down

in technical and

policy

complexity.

3a 4.5
Sumit

Kishore, Axis
Coupling

Management

Outlook

[Follow-up]

Concern on

the

complexity

of coupling

PPA

generators

(fixed cost

assured)

with

merchant

generators.

Management

highlighted that

coupling two

different sets of

generators

(PPA vs

Merchant) with

different coal

costs and

financial

settlement

cycles is a

massive,

unresolved

hurdle. This

suggests the

"Shadow Pilot"

is largely a

theoretical

exercise with

no clear path to

mandatory

implementation.

None 4.5
Implementation

Barrier

4 3.5
Sumit

Kishore, Axis
Market Share

Business

Overview

"What was

the LDC

volume in

FY '24 for

the market

and the

market

share that

IEX had?"

Management

reported IEX

did 10 BU out

of a 20 BU

market (50%

share) in the

Long Duration

segment. This

proves IEX can

compete in

bilateral-heavy

segments once

it has the

product suite.

None 5.0
Clear and

Quantified

5 4.0
Sumit

Kishore, Axis
Revenue Financials

"Why is

there a

Management

admitted to
Quantum of

concessions.
3.0 Margin Signal



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

divergence

between

volume

growth and

revenue

growth in

Q4?"

giving "some

incentives"

(transaction fee

concessions) in

the TAM and

REC segments

as per industry

practice. This

confirms slight

fee

compression in

non-core

segments to

maintain

market share

against

competitors.

6 4.5

Senthil

Kumar,

Joindre

Forensic Financials

"Why is

there a

strong

jump in

trade

receivables

(₹86 Cr vs

₹7 Cr)?"

Management

explained that

March 29 was

Good Friday

and March

30-31 were

banking

holidays, so

settlement

occurred on the

next working

day. This clears

the red flag,

though it will

negatively

distort the

FY24 Cash

Flow from

Operations

(CFO).

None 5.0
Forensic

Signal Cleared

7 4.0
Devesh

Agarwal, IIFL
Guidance

Management

Outlook

"What is

the

expected

volume

growth for

FY '25?"

Management

expects >15%

volume growth

in FY25 if

demand

increases by

8%, citing 12%

demand growth

in the first 45

days. This

provides high

confidence in a

"Volume Beat"

year.

None 4.5
Confident

Guidance



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

8 4.0
Devesh

Agarwal, IIFL
DAM Trends

Business

Overview

"Why are

DAM

volumes

lower in

April/May

while RTM

is

growing?"

Management

noted that

states signed

more bilateral

contracts for

the election

period to

ensure

availability, but

RTM is

absorbing the

"Un-

requisitioned

Surplus"

(URS). This

implies DAM

will normalize

post-election as

states return to

spot-buying.

None 4.5
Contextualized

Vol

9 3.5
Mohit Kumar,

ICICI

Carbon

Market

Management

Outlook

"What is

the status

of the

carbon

credit

market?

When do

you see it

up and

running?"

Management

expressed

uncertainty as

the Bureau of

Energy

Efficiency

(BEE) is still

deciding

between

voluntary and

mandatory/

offset markets.

They expect

clarity only in

another 5-6

months,

pushing the

ICX revenue

contribution to

FY26.

Launch

timeline.
2.5

Evasive on

Timeline

10 4.0
Mohit Kumar,

ICICI

New

Products

Management

Outlook

"Any new

products in

the next 12

months?"

Management is

awaiting CERC

approval for 11-

month

contracts

(hearings

complete),

which will target

the ~40 BU

bilateral trader

market. This is

the primary

None 4.5
Catalyst

Identified



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

catalyst for

market share

gains in FY25.

11 4.0

Nikhil

Nigania,

Bernstein

REC Fees Financials

"What

impact

does the

drop in

REC prices

(from

₹1000 to

₹180) have

on

transaction

charges?"

Management

clarified that

fees are per

certificate, not

ad-valorem, so

the price drop

has no impact

on revenue per

unit. This

protects IEX's

margins from

the collapse in

green

certificate

prices.

None 5.0 Fee Protection

12 3.0
Santosh

(Shareholder)
Diversification

Management

Outlook

"What is

the

medium-

term

breakup of

revenue

between

IEX, IGX,

and ICX?"

Management

expects IEX to

grow at 15-20%

and IGX at

30-40% (off a

low base), but

refused to give

a mix target for

ICX due to

policy

ambiguity. This

reflects a "wait

and see"

approach for

the non-core

subsidiaries.

Revenue

Mix %.
2.5

Vague

Guidance

13 4.0 Viraj, Jupitr Margins Financials

"Will

margins

improve

with 20%

volume

growth?"

Management

confirmed that

since costs are

mostly fixed,

operating

leverage will

drive margins

even higher

from the current

~87%. This

reinforces the

"high-margin

scalability"

thesis.

None 5.0
Leverage

Confirmed

14 5.0 Viraj, Jupitr Coupling
Management

Outlook

"What will

be the

impact if

Management

appeared

dismissive,

Worst-case

margin

impact.

2.0
Defensive

Posture



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

coupling

comes?"

stating "no

point in talking

about it" as it is

a "theoretical

exercise" that

took 4 years for

prior schemes

(MBED) to fail.

This strong

stance

suggests

management

believes the

regulatory

momentum for

coupling has

stalled.

PATTERN FLAGS & SENTIMENT * Coupling Defusal: Analysts remain obsessed with Market Coupling, but

management's tone has shifted from defensive to almost dismissive. They successfully weaponized the

"Simulation Study" delay and CERC's own negative findings on DAM coupling to signal that the existential threat

is receding. Sentiment: Skeptically Relieved. * The "Volume vs. Yield" Trade-off: Multiple questions on

revenue divergence revealed that IEX is using "incentives" to defend its territory in the LDC and REC segments.

While electricity fees are protected, the non-core segments are seeing competitive pricing pressure. Sentiment:

Neutral. * FY25 Optimism: Management was unusually specific about demand growth in April/May (12%),

using it to anchor a >15% volume growth target. Analysts seemed convinced by the supply-side easing (Coal/

Gas availability) as the primary growth engine. Sentiment: Bullish.

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

Walk-back | Risk to Thesis | | :--- | :--- | :--- | :--- | :--- | | ICX (Carbon) | Subsidiary formed to promote carbon

credits. | "There are some uncertainties... no clarity from policy side." | The voluntary carbon market launch is

stalled for at least 6 months. | Diversification timeline is slipping. | | IGX (Gas) | Gas demand growth will lead to

opportunities. | Domestic production is bypassing the exchange via auction routes. | Structural "leakage" of gas

volumes to bilateral auctions reduces IGX's addressable market. | Lower-than-expected IGX CAGR. | | 

Transaction Fees| Core revenue model remains robust. | "Some incentives have been given... as per industry

practice." | Revenue growth will likely trail volume growth by 2-3% due to concessions in newer segments. |

Slight margin headwind if competition intensifies. |



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q3 FY24) This Quarter (Q4 FY24) Direction

Coal Inventory 13 Days 20 Days ↑ Improving

Avg. DAM Price ₹5.00 / unit ₹4.89 / unit ↑ Affordability

LDC Volume ~1 BU / month 10 BU (Annualized) ↑ Structural Win

Coupling Status Shadow coupling ordered CERC finds "no merit" in DAM coupling ↑ Overhang Easing

REC Liquidity Prices at ₹300-400 Record low of ₹185 ↑ Volume over Price

Working Capital Normal (₹7 Cr Receivables) ₹86 Cr (Banking Holiday Artifact) ↓ CFO Quality

IGX Profitability Turnaround phase ₹23.1 Cr PAT (FY24) ↑ Sustainable Core

Growth Guidance "Double digit" "More than 15%" (FY25) ↑ High Confidence

STOP HERE.
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