
Indian Energy Exchange Ltd — Nov 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 successfully translating easing fuel constraints into

volume recovery and high-margin profitability, though the structural overhang of Market Coupling remains a

valuation-capping risk.

Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs Guidance /

Prior Quarter
Beat PAT of ₹86.5 Cr vs ₹75.8 Cr in Q1 FY24 (up 14.1% QoQ). 🟢

Earnings Quality
High (Core

driven)

Transaction fees 78% of revenue; IGX profit tripled YoY to

₹7.85 Cr.
🟢

Guidance Confidence Neutral
October volume growth (20%) supports 15% FY24 target,

contingent on fuel availability.
🟡

Management Credibility Strong
Successfully navigated GNA implementation; delivered IGX

turnaround as promised.
🟢

Business Quality Signal Stable
99.9% share in collective markets (DAM/RTM) persists

despite high-price volatility.
🟢

Key Q&A Exchange Q5 (LDC Tenure)
Petition for 11-month contracts in 15 days is a direct offensive

on bilateral markets.
🟢

The Street's Primary Anxiety Market Coupling
Regulatory threat of price-discovery centralization; Mgmt

views it as 1.5–2 years away.
🔴

Capital Cycle Stage Diversifying
Deploying FCF into International Carbon (ICX) and Waste

(EEIPL stake).
🟢

Margin / Return Ratio

Trajectory
Improving

Consolidated EBITDA margin at 87.5%; operating leverage is

kicking in.
🟢

Pricing Power Stable
Transaction fees maintained at ₹0.02/unit; no discounting to

combat competitors.
🟢

FCF Conversion & Quality Strong
Float-driven model with ₹1,400 Cr cash/investments on

balance sheet.
🟢

Competitive Moat Signals Widening
GNA implementation removes transmission charge

disadvantage for Exchange vs Bilateral.
🟢

Balance Sheet Strength Strong
Zero debt; cash surplus provides significant buffer for

buybacks/M&A.
🟢

Working Capital Efficiency Improving
GNA reduces working capital requirement for participants in

DAM and DAC.
🟢

Mgmt Guidance Track

Record
Reliable

Consistent rollout of HP-DAM, HP-TAM, and Ancillary

segments.
🟢

Key Vulnerability / Red Flag
Regulatory

Overreach

Centralizing price discovery (Coupling) could turn IEX into a

mere execution broker.
🔴

Management Tone Confident/Defiant
Bullish on GNA tailwinds; dismissive of Coupling's immediate

feasibility.
🟡



Key Takeaways (Positives & Negatives): * Positives: Easing coal/gas prices are finally driving volume back to

the exchange. The implementation of GNA (Oct 1) is a massive structural tailwind, removing the transmission

charge penalty for exchange trades. The Indian Gas Exchange (IGX) has turned into a high-growth profit engine,

contributing ₹7.85 Cr PAT (up 224% YoY). * Negatives: Market Coupling remains a "valuation-killer" overhang;

management's inability to provide a contingency plan if it occurs suggests an existential threat to the current

moat. High peak demand (240 GW) still occasionally forces Discoms to seek certainty in bilateral markets,

bypassing the exchange. * Street Concern: Analysts remain obsessed with the "utility-fication" of IEX via Market

Coupling. Management’s response—that coupling is only relevant for cross-border/multi-geography markets—

provides a logical but potentially fragile shield. * Watchpoint: The success of the 11-month Long Duration

Contracts (LDC) launch in January 2024; this is the key to reclaiming the 25% of the short-term market currently

trapped in bilateral "assured supply" contracts.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT is the primary source. Concall used for commentary and missing data

points.

Metric
Current

Qtr

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Electricity Volume

(BU)
26.53 ↑ 14.6% ↑ 5.7% ↑

Volume recovery driven by easing coal constraints

and RTM demand.

IGX Gas Volume

(MMBtu)

16.9

Million
↑ 262% ↑ 297% ↑

Driven by increased domestic gas and lower

international spot prices.

Total Revenue (₹ Cr) 133.0 ↑ 16.9% ↑ 4.4% ↑
Growth attributed to transaction fee volume and

high IGX contribution.

EBITDA (₹ Cr) 116.4 ↑ 19.4% ↑ 0.6% →
Margin profile stable; PPT vs Prior context

discrepancy noted.

EBITDA Margin % 87.5% ↑ 185 bps ↓ 330 bps ↓
Operating costs normalized; Prior Context (90.8%)

was Q1 seasonal peak.

PAT (₹ Cr) 86.5 ↑ 21.5% ↑ 14.1% ↑
High-quality beat driven by IGX turnaround and core

volume.

ROCE (%) Not in doc N/A N/A → Asset-light model typically exceeds 40%+.

Cash Flow (OCF) Not in doc N/A N/A ↑
Cash/Investments reached ₹1,400 Cr (from

Concall).

Net Debt / (Cash) (₹

Cr)
(1,400.0) ↑ 12% ↑ 12% ↑

Includes treasury investments; cash balance

growing steadily.

Standalone Rev Mix

(%)

78%

(Fees)
→ → →

Fees stable; Admission (4%) and Other Income

(18%) constant.

Avg Clearing Price

(₹/unit)
5.88 ↑ 8.9% ↑ 13.7% ↓

High demand surge in Aug/Sep kept prices elevated

despite coal ease.

2B. SEGMENT BREAKDOWN



Segment
Volume

(BU)

YoY

Growth

Rev Mix

(Fees)
Trend

vs Co.

Avg
Key Development

DAM

(Conventional)

12.20

(implied)
↑ 11% 46% ↑ In-line

Impacted by surge in weather-driven

bilateral demand.

RTM
7.96

(implied)
↑ 16% 30% ↑ Leading

Automated API bidding increasing

stickiness/liquidity.

TAM
3.98

(implied)
↑ 15% 15% ↑ In-line

High growth in LDCs (3.6 BU in H1)

supporting TAM.

Green Market 0.75 ↓ 46% 3% ↓ Lagging
Supply constraints; supply-side ease

hasn't hit RE yet.

Certificates (REC/

ESC)

1.67 (BU

eq)
↑ 50% 6% ↑ Leading

Driven by REC volume of 13.91 lakh

units.

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category
Management

Target / Claim

Required Run-Rate /

Mathematical Feasibility
Historical Delivery Risk Flag

Guidance Volume
15% overall volume

growth for FY24.

Needs ~26 BU/qtr in H2; H1

achieved 51.7 BU. Likely to

meet if fuel ease holds.

Consistent delivery.
Weather/

Election mode.

Guidance
New

Products

Extension of TAM

contracts to 11

months.

Launch expected Jan 1,

2024.

LDC (90-day)

launched and

growing (1.7 BU in

Oct).

CERC

approval.

Strategy Competition

Reclaiming share

from Bilateral

markets.

GNA removes ₹0.04-0.05/unit

charge disadvantage.

October growth

(20%) shows initial

success.

Discom election

caution.

Macro Policy

Carbon Credit

Market (ICX)

Launch.

Development stage; waiting

for Govt CCTS clarity.

IGX success proves

execution ability in

new assets.

Regulatory

timeline.

Strategy
Capital

Allocation

Rewarding

shareholders via

50%+ payout.

Continuous dividend/buyback

track record.

Maintained 50%+

payout policy.

M&A

opportunities.



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
Damodaran,

Acuitas

GNA

Impact

Mgmt

Outlook

Where do you

see the share of

DAC market

stabilizing with

GNA?

Management

stated that

while high

October prices

initially drove

buyers to

bilateral/DAC,

volumes

dropped from

50 MU/day to

single digits as

prices cooled.

This implies a

structural shift

of liquidity

back to the

core DAM

segment,

improving

revenue

quality.

None 5.0

Clear

structural

tailwind

2 4.5
Damodaran,

Acuitas
Regulation

Mgmt

Outlook

What are the

next steps for

Market Coupling

implementation?

Management

explained that

CERC is

currently

compiling

comments and

a final

regulation

could take

over a year,

with software

integration

taking another

year. This

pushes the

existential risk

further into the

future (FY26+),

providing a

valuation

window.

None 4.0
Neutral on

timeline

3 4.0

Sumit

Kishore,

Axis

LDC

Strategy

Business

Overview

What was the

total LDC

volume and

IEX's market

share?

Management

reported 3.6

BU in LDC for

H1, with 1.7

BU in October

alone,

capturing a

~60% market

share in that

segment.

None 5.0
Quantified

success



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

Strong traction

in LDCs

proves IEX

can compete

with bilateral

contracts on a

duration basis.

4 4.5 Vikas Jain IGX Financials

What was the

PAT for IGX and

ICX for the

quarter?

Management

confirmed IGX

PAT jumped to

₹7.85 Cr, while

ICX is currently

in the

development/

treasury

income phase.

IGX's 224%

profit growth

demonstrates

the exchange

model's high

operating

leverage in

new

commodity

categories.

None 5.0

IGX

scaling

verified

5 5.0

Devesh

Agarwal,

IIFL

LDC

Tenure
Strategy

When do we

intend to

increase the

contract tenure

to 11 months?

Management

plans to file a

petition with

CERC in 10-15

days, aiming

for a January 1

launch after a

2-month

approval cycle.

This move is

thesis-critical

as it allows IEX

to capture the

core merchant/

short-term

bilateral

market.

None 5.0

Specific

timeline

given

6 4.0
Nikhil

Abhyankar

New

Products
Strategy

What product

additions are we

looking at in the

next 6-12

months?

Management

is focusing on

liquidity for

Green DAM/

TAM and

pushing for

CFD

(Contracts for

None 3.5
Qualitative

focus



Q# Relevance
Analyst /

Firm

Theme

Cluster
Category

Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

Difference) for

RE. Success in

RE markets is

required to

offset the

potential

stagnation in

conventional

DAM volumes.

7 4.5

Dhruv

Muchhal,

HDFC

Policy Financials

Is transmission

charge

exempted for

green products

on exchanges?

Management

clarified that

while currently

waived for

bilateral,

implementation

for collective

exchange

volumes is

difficult but

expected in

"months to

come." Parity

here would

significantly

boost GDAM

liquidity.

None 4.0
Parity

pending

PATTERN FLAGS & SENTIMENT * The Bilateral War: Analysts are laser-focused on whether IEX can win

back the 25% of the short-term market currently sitting in bilateral contracts. Management is using the GNA

implementation and the extension to 11-month LDCs as their primary weapons. The tone was one of calculated

aggression—management is no longer content with just 7% of total power; they are coming for the bilateral

market’s throat. * Coupling Overhang: Market Coupling remains the "elephant in the room." Management's

strategy is to stall via regulatory consultation while building such deep liquidity and "value-added" tech (APIs,

analytics) that coupling becomes redundant or non-disruptive. * Analyst Sentiment Verdict: Analysts are

cautiously optimistic about the operational turnaround (IGX profits and LDC volume) but remain skeptical about

the P/E multiple due to CERC's unpredictability. Management’s credibility improved this quarter as they showed

concrete numbers for IGX and GNA success. The single unresolved issue is the final CERC view on Coupling,

which remains the ultimate overhang.

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

Walk-back | Risk to Thesis | |:---|:---|:---|:---|:---| | HP-DAM Liquidity | Launched to facilitate high-cost power. |

"Distribution companies are not willing to buy power at that high price." | The segment exists for crisis insurance,

not regular revenue. | Revenue from High-Price segments will be lumpy/minimal. | | Ancillary Markets |

Launched TRAS-UP/DOWN. | No significant volumes discussed in Q&A. | Adoption is slower than conventional

segments. | Diversification benefits are still 2-3 years away. |



5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter This Quarter Direction

Core Profitability PAT of ₹75.8 Cr. PAT of ₹86.5 Cr. ↑

IGX PAT Contribution ₹3.43 Cr. ₹7.85 Cr. ↑

Regulatory Status GNA Discussion. GNA Implemented (Oct 1). ↑

LDC Traction 1.4 BU (Total FY23). 1.7 BU (Single Month - Oct). ↑

Fuel Constraints E-auction premium 182%. E-auction premium 106% (Sep). ↑

Transmission Costs Double charging anomaly exists. Disadvantage removed via GNA. ↑

Cash Reserves Not explicitly stated. ₹1,400 Cr (Investments + Cash). ↑

New Product Pipeline 3-month LDCs. 11-month LDC Petition pending. ↑

STOP HERE.


	1. VERDICT & BUSINESS QUALITY SNAPSHOT
	2. BUSINESS PERFORMANCE
	3. MANAGEMENT OUTLOOK & EXECUTION TRACKER
	4. ANALYST Q&A
	5. WHAT CHANGED vs PRIOR QUARTER

