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10th September 2020   CMP – `188.65/-    View – Positive 

Indian Energy Exchange Ltd. (IEX) 
 

Sector – Power Exchange 

 

About IEX Important Statistics 

  

IEX is the first and largest energy exchange in India providing a nationwide, 

automated trading platform for physical delivery of Electricity, Renewable Energy 

Certificates and Energy Saving Certificates. The exchange platform enables- 

Efficient Price Discovery > Settlement > Delivery. 

M.Cap (` Cr) 5,705.05 

52 Week H/L (`) 203.40/111.05 

NSE Code IEX 

BSE Code 540750 
 

  

Fast Facts Financials 

1. Commenced operations in 2008 

2. 53.8 billion units of electricity traded in fiscal year FY20 with volume growth 

of 3.3% YoY 

3. 8.4% YoY growth in IEX's electricity traded volume YTD Aug'20 

4. Average daily trade 6000+ MW 

5. Widely held by Institution 

(` Cr) 

 Particulars FY18 FY19 FY20 

Revenue 230 254 257 

Other Income 25 40 42 

Total Revenue 255 294 299 

Operating Expenses 46 51 55 

EBITDA 210 243 244 

EBITDA Margin % 82% 83% 82% 

PBT 200 232 226 

Tax 68 67 50 

PAT 132 165 176 

EPS 4.46 5.47 5.90 

 

Shareholding pattern (%) June’20 

Mutual Fund 14.86% 

AIF 7.32% 

FPI 31.37% 

Other DII 11.72% 

Non Institutions 34.73% 
 

Source: Annual Report 

 

Why we like IEX? 

1. Growing share in short term market 

2. New product launches to increase volume and penetrate further 

3. Transmission capacity improvement in last 5 years to favour trading in 

exchanges 

4. Monopoly in the power exchange market 

5. Unlocking opportunity in Gas Exchange 

6. Robust Financials 

 

IEX Ecosystems 

 

Source: Annual Report FY20  

  

Products Offering 

  

Day Ahead Market (DAM) 
Delivery for next day 

Priced Discovery: Closed, Double-sided Auction 

Term-Ahead Market (TAM) 

Trading of Contracts other than DAM 

Duration upto 11 days 

Intraday, Daily & Weekly, Day Ahead Contingency Contracts 

Real-Time Market 
Delivery after 1 hour of auction 

Priced Discovery: Closed, Double-sided Auction 

Renewable Energy Certificates 
Sellers: RE generators not under feed in tariffs 

Buyers: Obligated entities; 1 MWh=1 REC 

Energy Saving Certificates 
Certificates created under Perform Achieve Trade (PAT) scheme of Ministry of Power 

Industry unable to reduce power consumption- Buy Energy Saving Certificates 
 

Source: IEX Investor Presentation  

  

  

  

500+

Electricity

Generators

6700+

Registered 

Participants

50+

Distribution

Companies
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Indian Energy Exchange Ltd. (IEX) 
 

Sector – Power Exchange 

 

Revenue Source- FY20 

 

Transaction Fee (~80%) 

Per unit transaction (4 paisa ) 

Volume based business 

 

Membership Charges (~6%) 

Annual Membership Fee 

 

Other Income (~14%) 

Interest Income, Fair Value Gain on Sale of Investments 

Investment forms ~77% of Total Assets 
 

Source: IEX Investor Presentation  

  

Investment Rationale  

  

Growing Share of Short Term Markets 

  

 
Source: IEX Investor Presentation, Annual Report  

  

  

  

  

  

80%

6%

0.01% 14% Transaction Fee

Annual Subscription Fees

Admission, Processing and
transfer fees

Other Income
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Indian Energy Exchange Ltd. (IEX) 
 

Sector – Power Exchange 

 

  

The above table clearly depicts long term contracts dominate the power market to 

meet the overall power requirements. 

However, if you see the below table it indicates short term markets have become 

attractive over last decade with  its share increasing from 6.10% in FY09 to 10% 

in FY20. 

 

  

 

 

  

Particulars FY09 Feb'20 

Long Term 93.90% 90% 

Short Term 6.10% 10% 

Exchanges 0.40% 4.10% 

Bilateral & Banking Transactions 3.70% 4.30% 

Unscheduled Interchange 2.10% 1.60% 
 

 

Source: CERC, IEX  

  

Newly launched Products in last few months  

  

IEX over the last decade has increased its market share from 0.4% in FY09 to 

4.10% in FY20. By introducing new products it has the opportunity to tap into 

balance 60% of short term market. 

Real Time Markets (RTM) – RTM trading started recently from 1st June,2020, 

the company received overwhelming response from its customers and witnessed 

volume of 515 MU in the first month comprising 10% of the total volume traded 

on IEX during the month. 

IEX is aiming to capture market share from DSM which is currently 22.6 BU 

market by introducing RTM product. RTM has accomplished cumulative trade of 

2157 MU in the first three months. With 242 customers participating in 

August month, RTM continues to see adequate availability of power 

with sell bids volume at about 2.5x of buy bids.  

RTM has been of immense significance for the utilities and industries in managing 

real time power demand-supply variations in the most efficient and competitive 

manner. 

 

Power exchange 
is preferable 

Platform among 
the Short Term 

Markets

Different product 
types

Efficient Price 
discovery 

mechanism

Low 
transmission 
congestion

Abundant Supply

Cost 
rationalisation by 

Discoms
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Indian Energy Exchange Ltd. (IEX) 
 

Sector – Power Exchange 

 

Longer Duration Contracts (LDC) – LDC (to be launched soon) will try to 

capture market share from Banking and Bilateral category which is 58.1 BU 

market. IEX was losing out to bilateral trades as the maximum tenure of its 

product was 11 days as compared to < 1 year for later. LDC will enable big shift 

from bilateral trades to power exchange. LDC is expected to be launched soon as 

decade old dispute on jurisdiction between SEBI and CERC is resolved. 

Green Term Ahead Markets – Products for market participants to trade in 

renewable energy on pan-India basis in transparent, flexible, competitive and 

efficient manner. 

The proposed power traded through Green – TAM would be accounted 

towards meeting the RPO obligations of participants. 

The trading in the Green TAM commenced on August 21, 2020 with trading in 

Intraday and day-ahead contracts while trading in daily and weekly contracts to 

commence soon. The market has witnessed an encouraging response since 

launch and has registered trade of 3 MU in the first 11 days. 

Cross Border Trade (to be launched) – India has signed MOU with Bhutan, 

Bangladesh, Nepal, Myanmar to improve power connectivity with these 

neighboring countries for cross border trade of electricity. 

The designated authority has issued the draft procedure for approval, post 

finalization of the procedure neighboring countries will be able to participate in 

the trading platform of power exchanges. 

  

 

IEX has grown its volume at 

~24%/~14%/~10% for 10/5/3 year CAGR 

respectively. The above mentioned newly 

launched products or to be launched will 

help IEX to increase volumes going ahead 

and penetrate further in the short term 

market. 

Source: IEX  

  

Efficient Price Discovery Mechanism  

  

IEX commenced operations with 58 participants which has now increased to 

6700+ participants which includes distribution companies, electricity generators, 

industries, renewable energy generators & obligated entities, energy saving 

certificates entities. 

The continuous rise in participants have enabled the exchange to 

attract more volumes which has enabled it to efficient price discovery 

mechanism. 

The volume effect as well as higher participants has played its part well with IEX 

DAM avg market clearing price at `2.43 per unit registered 27% YoY decline in 

Aug'20 yielding significant savings. 
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Indian Energy Exchange Ltd. (IEX) 
 

Sector – Power Exchange 

 

  

Low Transmission Congestion  

  

With the addition of 5700 MW Inter-regional transmission capacity to existing 

capacity of ~99k MW, the loss of trade volume at Exchanges has further reduced 

to <1% vs. 10% in FY15. 

This enhanced transmission capacity is expected to increase the reliability of the 

market and allow unrestricted short term transactions through power exchanges 

 

Source: IEX AR FY19, FY20  

  

Cost Rationalisation by Discoms  

  

Capacity in Power Market has exceeded the demand over past three years which 

is reflected in below diagram. 

Excess capacity has resulted in low prices on the power exchanges which has 

attracted discoms to procure more from exchange to optimize their costs. 

IEX has seen increase in volumes for YTD Aug'20 by ~8.4% to 25,679 MN units 

from 23,683 MN units the same period last year. 

 

  

Below are comments from major Discoms during Covid-19 lockdown  

  

“Power utilities turn to cheaper exchange power as prices crash” – 

Live Mint – May 28, 2020 

“We’ve been doing this for 6-7 months at APTransco, and we managed to save 

`500 crore in FY20. We were well placed to maximise this benefit when spot 

prices fell on the exchange during the lockdown in March and April. We saved 

`56 crore and `132 crore in those two months. We were able to buy power for as 

low as `1.8 a unit at one point." 

 

  

“Maharashtra discoms turn to energy exchanges, shun costly 

PPAs” – PTI – April 12, 2020 

"We are increasingly buying power from exchanges, which is cheaper than PPA 

tariffs," an official from state utility Mahavitaran 

 

  

 

 

Source: IEX Investor Presentation  
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Indian Energy Exchange Ltd. (IEX) 
 

Sector – Power Exchange 

 

Unlocking Opportunity in Gas Exchange  

  

The company launched on 15th June 2020 is India's first automated national-level 

trading platform for physical delivery of natural gas from designated hubs. 

The company plans to capture 2-3% share in spot market volume. In the first 

month of launch, the company has onboarded 12 members and 350+ clients 

covering all gas consuming sectors. 

The platform traded a total of 9600 MMBTU of gas within the first 15 days of 

launch. 

o Domestic Production- Fully Contracted 

o LNG Imports- 50% Fully Contracted 

o Balance 50% LNG Imports- Spot Market which is the target market for 

IGX. 

 

  

Key Risks  

  

o Capping of transaction fees 

o Increased Competition Intensity 

o Proposed new exchange to the trading floor 

 

  

View  

  

Going forward, IEX is hopeful that contribution of new products, scaling up of gas 

trading and few other initiatives like entry into overseas market and introduction 

of long duration contracts should enable long runway for growth. Moreover even 

in the current environment disrupted by Covid-19, it has seen a volume growth of 

~8.4% YTD Aug'20. 

Valuations also looks reasonable in the light of compelling business model with 

consistent cash generation, high return on capital, sector opportunity and asset 

light business. 

We have a POSITIVE view on this stock. 
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Disclaimer  

Analyst Certification: I, Harshil Gandhi, the research analyst and author of this report, hereby certify that the views expressed in this research report 
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the 
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. 
The analyst(s), principally responsible for the preparation of this research report, receives compensation based on overall revenues of the company 
(Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence 
and objectivity in making any recommendations.  

It is confirmed that Harshil Gandhi, the author of this report has not received any compensation from the companies mentioned in the report in the 
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other 
business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, 
incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information 
contained in this report.  

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. 
Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or 
product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor 
appropriate for every individual and are solely for the informational purposes of the readers.  This material does not take into account the specific 
objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.  

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or 
distributed or redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this 
research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. 
Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may 
be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should inform themselves 
about, and observe any such restrictions.  

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is 
accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, 
either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a 
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in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any 
inadvertent error in the information contained in this report. The recipients of this report should rely on their own investigations. In no event shall 
Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or 
lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages. 

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to 
significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but 
are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse 
impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable 
political and diplomatic developments; change in the governmental or regulatory policies; failure of a corporate event and such others. This is not an 
offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to participate in any particular trading strategy. No part of 
this material may be copied or duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any 
reader publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone. Way2Wealth and its 
affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report may from time to time have 
interest in securities / positions, financial or otherwise in the securities related to the information contained in this report.  

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as 
endorsement of the views expressed in the report.  
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