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Stock Tales are concise, holistic stock reports across wider spectrum of
sectors. Updates will not be periodical but based on significant events or
change in price.




Multi Commodity Exchange (mcx)

CMP: ¥ 1235

Target: ¥ 1470 (19%) 12 months

Target Period:
June 26, 2020

Well positioned model; cash-settled index favourable

MCX is the leader in commodity derivatives exchanges in India with ~94%
market share in terms of value of commodity futures contracts traded in
FY20. The commodity derivatives exchange facilitates nationwide online

trading, clearing and settlement operations of commodities derivatives. m E
MCX is practically sole exchange with 98.57% share in precious metals, Market Capitalisation 6312.00 lt_U
~99.95% share in energy and ~100% share in base metals. Indian Equity Capital 751 crore Y
commodity market still remains underpenetrated. Hence, it is seeing a Networth % 1359 crore 8
steady rise in turnover from % 62 lakh crore in FY 15 to ¥ 89 lakh crore in FY20. N
Sebi has been undertaking measures to increase participation. MCX remains Face Value Tio

one of the primary beneficiaries given its substantial market share. 52 week high/low 1442119

Price volatility to drive turnover; index products big boost ;'I'I z;;?j

For MCX, transaction fees on value traded on exchange (~0.0043%)

comprise significant proportion (~75%) of revenue. This transaction income

is dependent on two variables — commodity price, volume traded on

exchange. We expect crude price fall to be offset by heightened volatility. 1600 - 14000
Approval to launch cash settled index products — ICOMDEX bullion, 1400 4 12000
ICOMDEX base metal indices are seen giving substantial boost to turnover; 1(2]88 ] 10000

zero charge in initial phase will lead to revenue flow later. We expect ADTO 800 8000

to fall ~3-5% in FY21E to ¥ 83.5 lakh crore, as emergence of Covid acted as 600 - 2888

near term deterrent. However, a gradual economic revival, continued ggg 1 2000
volatility in commodity prices, addition of new clients including hedgers is 0 N

seen leading to ~20% YoY growth in ADTO in FY22E to X 100 lakh crore. S e 2 2 2 g

Hence, revenues are likely to grow at 8.2% CAGR (FY20-22E) to % 438 crore. 5 8 5 &8 5 8 5

Revenue growth, operating leverage to aid margins MCX  —— Nify Index

Employee & software expense contribute ~90-94% of overall cost; thereby
accounting for major proportion. Strong operational efficiency enabled it to
deliver improvement in EBIDTA margins from 31.6% in FY19 to 41.3% in
FY20. Increase in turnover will lead to improvement in EBITDA margin to
46.4% in FY22E, as operating leverage kicks in. Consequently, earnings is
expected revive to ¥ 245 crore in FY22E, post a dip in FY21E.

Valuation & Outlook

Increased volume driven by volatility in commodity prices led to business
growth in FY19-20. Strong operational efficiency enabled improvement in
EBIDTA margins from 31.6% in FY19 to 41.3% in FY20. We remain positive
on turnover & earnings visibility owing to 1) market leadership with
diversified commodity mix, 2) strong recovery in ADTO amid volatility in
commodity prices, 3) launch of index based products & 4) participation by
institutional clients. Expect ~14.6% CAGR in EBITDA over FY20-22E, driven
by ~8% CAGR in revenue coupled with improvement in efficiency. RoE is
expected to reduce from ~17.4% in FY20 to 13.9% in FY21E (impact on
volume amid Covid) and recover to 16.4% in FY22E. Currently, MCX trades
at 26x FY22E EPS. We have a BUY recommendation on the stock with a
target price of ¥ 1470, valuing the stock at ~33x FY22E core earnings and
adding net cash after deducting SGF.

Key Financial Summary
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India’s No.1 Commeodity Exchange

Key Highlights

Leadership, volatility in prices and
introduction of index based products
to favour turnover

® Value stock at 33x core earnings.
Recommend BUY rating with target
price of ¥ 1,470
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(Zcrore) FY18 FY19 FY20 FY21E FY22E CAGR (FY20-22E)
Net Sales 258.0 300.0 374.2 359.4 437.8 8.2%
EBITDA 69.9 94.9 154.7 146.1 203.2 14.6%
EPS (3 20.9 33.0 46.4 38.8 48.0
Annual Volume Traded (in lakh crore) 53.9 67.7 86.9 83.5 101.7
RoE (%) 1.7 13.5 17.4 13.9 16.4
RoA (%) 5.4 8.1 8.7 6.8 7.9

Source: Company, ICICI Direct Research
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Company Background

Incorporated in 2003, Multi Commodity Exchange of India (MCX) is a
commodity derivatives exchange that facilitates nationwide online trading,
clearing & settlement operations of commodities derivatives. MCX is leader
in commodity derivatives with ~94% market share in terms of value of
commodity futures contracts traded in FY20. MCX offers options trading in
gold and futures trading in non-ferrous metals, bullion, energy and
agricultural commodities including mentha oil, cardamom and crude palm

oil.
Exhibit 1: Average daily turnover Exhibit 2: Volume of contracts traded daily
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Exhibit 3: Average monthly turnover trend
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Source: Company, ICICI Direct Research

With 692 registered members and 54,900 authorised persons across 1010
cities and towns in India (as on 31 March 2020), MCX has an extensive
national presence.

Multi Commodity Exchange Clearing Corporation (MCXCCL), a wholly
owned subsidiary of MCX. The company commenced operations in
September 2018 and is the first clearing corporation in the commodity
derivatives market. It is engaged in providing collateral and risk
management services, along with clearing and settlement of trades
executed on the exchange.

ICICI Securities |Retail Research 2
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Exhibit 4: MCX commands monopoly in Indian commodity market (FY20 turnover)
1.0%

BMCX " NCDEX ™ Others

Source: Company, ICICI Direct Research

Exhibit 5: MCX market share trend

Market share FY14 FY15 FY16 FY17 FY18 FY19 FY 20
MCX 84.90% 84.04% 84.30% 90.37% 89.59% 91.60% 94.01%
NCDEX 11.30% 14.66% 15.26% 9.19% 9.81% 7.38% 4.95%
Others 3.80% 1.30% 0.44% 0.44% 0.61% 1.03% 1.04%

Source: Company, ICICI Direct Research

Exhibit 6: Key milestones

Year Key Milestones

2002 Incorporated

2003 Commencing operations on November 10

2005 Licensing agreement with LME

2006 Product Licensing agreement with NY MEX (CME Group)

2008 Became a member of the International Organisation of Securities Commission
(losco)

2012 Became India's Firstlisted exchange

2013 Change in top management and board

2015 Sign MoU with CME group

2017 Launched first-ever Gold Options contract on futures in India

2017 Launch iCOMDEX series of commodity indices in partnership with Thomson
Reuters.

2018 Launched Options contractin Crude Qil, Silver, Copper & Zinc

2018 MCXCCL has commence operations from September 03, 2018

2018 Became a member of the World Federation of Exchanges (WFE)

2019 Conversion of base metal futures contracts into compulsorily deliverable
contracts

Source: Company, ICICI Direct Research

ICICI Securities |Retail Research 3
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Exhibit 7: Prudent management with varied experience

Mr Saruabh Chandra

Mr P.S Reddy

Mr Basant Seth

Dr Bhartendu Kumar Gairola

Dr Deepali Pant Joshi

Ms Pravin Tripathi

Mr Shankar Aggarw al

Mr Amit Goeta

Mr C Jayaram

Mr Hemang Raja

Ms Madhu Vedera Jayakumar

Ms Padma Raghunathan

Designation

Chairman

Managing Director & CEO

Public Interest Director

Public Interest Director

Public Interest Director

Public Interest Director

Public Interest Director

Shareholder Director

Shareholder Director

Shareholder Director

Shareholder Director

Shareholder Director

Qualifications
Has over 37 years of experience in various assignments, Spentover 17
years in the Secretariat, both with State & Central Govt.; worked in different
capacities in the Ministry of Finance, Ministry of Commerce and Industry,
Ministry of Chemicals & Fertilizers, in the Gol

Worked with BSE Ltd. for over 18 years, heading various departments such
as Listing, Surveillance, Inspection, Investor Service, and HRD among others

Currently on the Board of State Bank of India, Roto Pumps Ltd. and
Accountscore India Pvt. Ltd. Over 37 years of experience in finance &
banking, management & administrative matters

Helping the State Government of Chattisgarh in setting up an International
Institute of Information Technology at Naya Raipur (ITNR), as member of the
Board of Governors.

Former Executive Director of RBland Former Chief Appellate Authority under
the Right to information Actand head of the RBlLegal Department

Former Deputy Comptroller & Auditor General of India & Chairperson Audit
Board. Was the member of Airport Economic Regulatory Authority Appellate
and also the member of Competition Appellate Tribunal

Former Secretary to the Ministry of Urban Development and Labour &
Emplyment, Gol

Partner at Rare Enterprises. Former AV P (Private Equity) Reliance Capital and
CEO at Alchemy Share & Stock Brokers. Has over 21 years of experience in
Capital Market.

Currently on the board of Kotak Mahindra Bank Ltd., as an Non-Executive and
Non-Independent Director. Over 38 years of diverse experience in Financial
Sector & related businesses

Former, Country Advisor — India to Asia Growth Capital Advisors (AGCA) for
managing India Investments. Has over 33 year of experience in Financial
Industry

An independentinvestor in Financial Markets. Has over 13 years of
experience in Financial Services Industry.

Presently working as Chief General Manager in Finance Department at
NABARD.

Source: Company, ICICI Direct Research

ICICI Securities |Retail Research
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Global snapshot

Exhibit 8: Derivatives contracts traded globally on exchanges (million of contracts)

2017
Equity 11809
Commodity 5884
Interest Rates 3994
Currency 2763
Others 433
Total 24883

2018 % change % total
15532 31.5% 51.6%
5921 0.6% 19.7%
4579 14.6% 15.2%
3673 32.9% 12.2%
374 -13.6% 1.2%
30079 20.9%

Source: World Federation of Exchange, ICICI Direct Research

Exhibit 9: Break up of global contracts — commodity-wise (million of contracts)

Agriculture

Energy

Non precious metals

Other cvommodities
Precious metals

Index Commodity Derivatives
Total

2017
17343
1709.5
1742.0

438.8

259.7

0.1
5884.3

2018 % change

1906.5 9.9%
1815.8 6.2%
1522.7 -12.6%
400.7 -8.7%
271.8 4.7%
1.4 1176.2%
5918.9 0.6%

Source: World Federation of Exchange, ICICI Direct Research

Exhibit 10 Top 10 exchanges globally
Exchange

CME Group

Shanghai Futures Exchange
Dalian Commodity Exchange
Zhengzhou Commodity Exchange
ICE Futures Europe

Moscw Exchange

ICE Futures US

Multi Commodity Exchange
London Metal Exchange

Borsa Instanbul

Others

Total

Volume (in mn)
1179.2
1175.4

981.9
817.8
496.4
478.4
281.6
2303
184.8
22.2
69.3
5923.5

(volume in million, value in $ million)

Notional Value (in $mn)
65.5
11.9

16
5.6
28.3
0.3
2.1
09
NA
NA
NA
122.2

Source: World Federation of Exchange, ICICI Direct Research
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Globally commodity ranks
second in numbers of
contracts traded at 592.1
crore in 2018

Agriculture commodities
forms ~32% of contracts
traded, followed by energy
and base metals
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Investment Rationale

Market leader with substantial market share

The Indian commodity market is dominated by two exchanges wherein MCX
continues to maintain its monopoly in market share (~94% in FY20, 95.6%
in Q4FY20) despite increasing competition from other exchanges. The
second player — NCDEX is a distant peer with ~4.95% in market share in
FY20. Commodity wise, MCX is practically the sole exchange with 98.57%
share in precious metals, ~99.95% share in energy and ~100% share in
base metals. In agri commodities, MCX has lower market share at ~17.2%
as of March 2020.

On dissecting volumes on MCX, crude and gold contributes substantial
proportion of overall turnover. Proportion of crude remains at ~40%,
followed by precious metal at ~35% share in turnover; with gold being a
substantial contributor at ~21% of overall turnover.

Exhibit 11: Break up of turnover based on commodity

. MCX Market Proportion MCX Market Proportion MCX Market Proportion MCX Market Proportion
Commodity Segment

share of turnover share of turnover share of turnover share of turnover

FY17 FY18 FY19 FY20
Preciuous metals 99.98% 34.78% 99.84% 25.33% 96.77% 22.97% 98.57% 34.72%
Energy 100.00% 32.94% 100.00% 33.30% 100.00% 37.18% 99.95% 45.41%
Base Metals 100.00% 29.90% 1.00% 39.24% 100.00% 38.31% 100.00% 18.68%
Agri commodities 18.23% 2.38% 15.46% 2.12% 15.54% 1.54% 17.24% 1.20%

Source: Company, ICICI Direct Research

Exhibit 12: Major commodity wise turnover in FY20

H Crude Oil H Gold
Silver Agri-commodities
Natural Gas = Base Metals

Source: Company, ICICI Direct Research

In exchanges, depth, liquidity and impact cost are most critical factors that
are difficult to replace. Therefore, it is difficult to shift volume from an
exchange based on pricing. In addition, MCX is focused on increasing
number of participants along with introduction of new products (received
approval to launch index products), which will enable the exchange to
maintain its leadership ahead.

The Indian commodity market still remains underpenetrated. Therefore, it is
witnessing a steady rise in turnover from % 62 lakh crore in FY 15 to % 89 lakh
crore in FY20. Sebi has undertaken measures to increase participation in
commodities exchange over the years; MCX is one of the primary
beneficiaries given its substantial market share.

ICICI Securities |Retail Research 6
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Exhibit 13: Steady pick up in ADTO

Exhibit 14: ...to lead to healthy annual turnover growth

45000 1 39107 12000000 H
40000 - 101,67,931
10000000 A
35000 A 3242432100 86,89,Sl§3 46.047
30000 A ]
crore 25000 2192322560 20648 | crore 67.72.373
20328 21193 6000000 1222643 03 350
20000 1
15000 - 4000000 A
10000 -
2000000 A
5000 A
0 - 0 4
v g 5 383 2 8 4y y FY17 FY18 FY19 FY20 FY2IE FY22E
> > > > > > o N
(18 (18 LL LL Lo LL > >
18 18
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

Commodity price volatility & new products to aid turnover

For MCX, transaction fees is earned on value traded on exchange comprises
significant proportion of revenue. This transaction income is dependent on
two variables — commodity prices and volume traded on exchange.
Therefore, volatility in commodity price led to higher volume and, thus,
increase in revenue in the last two fiscals.

In the past, factors on the global and domestic front affected turnover for
MCX. In FY20, compulsory physical delivery in base metals and
discontinuance of mini contract of certain base metals in June 2019 and
crude in January 2020 impacted volumes. Increasing inventory in the US,
price war and geopolitical uncertainty impacted crude prices. However, risk
off sentiments amid US China trade war and pandemic outbreak led to a
spike in gold prices as well as volumes. Consequently, MCX witnessed
increase of ~28% YoY in turnover to ¥ 86.9 lakh crore in FY20 while ADTV
increased 26.4% YoY at¥ 32424 crore. In Q1FY21E, a standstill in economic
activities and leaner space for inventory led crude futures to end negative
for the first time. Going ahead, geopolitical uncertainties are expected to
keep volatility in crude price elevated and, thus, lead to higher volumes,
largely offsetting impact of lower price.

With bullion and energy comprising ~75-80% of revenue, expected
elevated volatility in commodities is seen benefiting on revenue generation.
We expect ADTO to decline ~3-5% in FY21E to T 83.5 lakh crore, as lower
trading hours amid Covid played a near term deterrent. However, a gradual
revival in economy, continued volatility in commodity prices and addition of
new clients is seen resulting in ~20% YoY growth in ADTO in FY22E to
% 100 lakh crore.

ICICI Securities |Retail Research 7
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Exhibit 15: Annual volume breakup Exhibit 16: Annual value breakup
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Source: Company, ICICI Direct Research

Exhibit 17: Quarterly volume breakup Exhibit 18: Quarterly value breakup
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Exhibit 19: Gold value, volume trend Exhibit 20: Gold price trend over the years
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Source: Company, ICICI Direct Research

Furthermore, since introduction in 2017, options trading has been gaining
momentum in the commodity market. Currently, MCX does not levy any fee
for option trading contributing ~4% of overall turnover. Though there are

ICICI Securities |Retail Research
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no plans to start levying charges on options in near term, any action taken
in this respect ahead (on achieving targeted turnover) would contribute
directly to the topline. As charges levied on options and index futures is zero,
blended realisation is expected to witness marginal decline in near term.

Exhibit 21: Futures & options turnover with blended realisation

(in Zcrore) FY17 FY18 FY19 FY 20 FY21E FY22E

Futures ADTV 22560.0 21152.0 25648.0 31198.0 30816.2 371521
O ptions ADTV 0.0 41.0 704.0 1226.0 1284.0 1955.4

Total ADTV 22560.0 21193.0 26352.0 32424.0 32100.2 39107.4
Realisations (¥ lakh)-calculated 2.21 2.39 2.22 2.15 2.12 2.10

Source: Company, ICICI Direct Research

In the past couple of years, Sebi has taken significant measures to develop
commodity derivatives market in India. Measures include increasing scope
of institutions allowed in commodity market - allowed bank subsidiaries to
offer commodity derivatives to clients, mutual funds, alternative investment
funds (AIF) and portfolio management services (PMS) permitted to trade in
commodity derivatives. Institutional participation, though gradual, is a big
positive as globally institutional clients contributes ~50% of derivative
volume.

The Securities and Exchange Board of India's (Sebi) move to allow a
commodity index future has the potential to be a game changer for the
Indian commodity derivatives market. As index futures are cash settled, this
will attract delivery-wary institutional players to commodity derivatives
market thereby adding to participants and turnover. MCX has got approval
to launch future trading in ICOMDEX Bullion (based on gold and silver price)
and ICOMDEX Base Metals (based on five metals — copper, aluminium, lead,
nickel and zinc) indices. In the past, Sebi has allowed new products, new
segments, and institutional players such as eligible foreign entities, alternate
investment funds and mutual funds. However, even after a year, institutional
players participation remained modest. Approval for index futures will now
make commodities market of interest to institutional participants, which
would translate into healthy revenue and PAT growth.

Non-linearity in expense & operating leverage to aid margins

For MCX, employee and software expense contribute ~90-94% of overall
cost; thereby accounting for major proportion. Strong operational efficiency
enabled to deliver healthy EBIDTA margins at 41.3% in FY20 with absolute
EBITDA atX 155 crore, up ~63% YoY. Continuous focus of management on
keeping cost in control with tight regime on variable expenses, which
remains major proportion of overall cost. MCX has undertaken cost effective
measures including no increment beyond certain level, proposed salary
deduction of senior management and reduction of director’'s fees. Re-
negotiation with consultants, advisors and alignment of variable expenses
with revenue to aid margins trajectory ahead.

For MCX, revenue is dependent on volume and prices of commodities
traded on the exchange. However, correlation between trajectory of revenue
and expenses is bleak. Therefore, an increase in traded value flows to
EBITDA as operating leverage kicks in.

Creation of indices or any fresh contract is primarily an in-house activity and,
hence, does not involve any substantial fixed cost. Consequently, launching
new product leads to substantial boost in revenue without corresponding
increase in cost thereby improving EBITDA margin.

ICICI Securities |Retail Research 9
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Going forward, the company’s focus on increasing volume through
enlarging customer base and introducing new products is seen leading to
improvement in margins. Covid related lockdown to impact business and
margins in FY21E, though we expect strong operational efficiency to drive
EBITDA margins from 41.3% in FY20 to 45.6% in FY22E.

Exhibit 22: Breakup of opex Exhibit 23: Operating efficiency to improve ahead
250 - 100% -
90%
200 60.2 80% - 72.9% 0
513 732 588 T 084% 503w
54.0 67.7% 58.7%
o 150 1 726 | 60% 1 53.6%
5 86.7 )
5 89.4 81.9 690 733 50% 1
— 100 - 66.0 20% |
30%
50 20%
0 10% -
0% . . . . . . .

FY16 FY17 FY18 FY19 FY20 FY21E FY22E

FY16 FY17 FY18 FY19 FY20FY21EFY22E
opex/revenue

B Employee Cost * Software = Others

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Established network & product research to aid business growth

With 692 registered members and 54,900 authorised persons across 1010
cities and towns in India (as on 31 March 2020), MCX has an extensive
national presence. Furthermore, MCX has strategic alliances with leading
international exchanges like the London Metal Exchange (LME), CME Group,
Dalian Commodity Exchange (DCE) and Taiwan Futures Exchange (TAIFEX).
MCX has also tied-up with various corporate, trade bodies, educational
institutions and research centres across the country. Such a widespread
network is expected to help improve trade practices and increase awareness
that would upscale business growth. Tie up with global institutions and
continuous product research enables to launch new products and services,
which is seen aiding business growth and lower risk of concentration.

Substantial proportion of cash, investment on balance sheet

MCX has a large proportion of liquid investment and cash on balance sheet
to the tune of ~% 1700 crore as of FY19 (X 340/share). As of FY19, overall
investment were at ¥ 1251 crore of which liquid investment (parked in
mutual funds and tax free bonds) were at ~% 975 crore. Additionally, cash &
equivalent was at ~¥ 759 crore. Though the management does not have any
plans ahead, distribution of investments to shareholders can yield material
payout and also shore up return ratios ahead. Till the time the management
holds on to such high investment and cash balance, it provides a cushion
against any difficult situation though it will keep return ratios lower.

Valuation

We expect MCX to post ~15% CAGR in FY20-22E in EBITDA driven by ~8%
CAGR in revenue. Control on cost is expected to lead to improvement in
operating efficiency with EBITDA margin expansion from ~41.3% in FY20
to ~46.4% in FY22E. Consequently, RoE is expected to reduce from ~17.4%
in FY20 to 13.9% in FY21E (led by impact on volume amid Covid) and then
recover to 16.4% in FY22E.

We remain positive on earnings visibility owing to 1) market leadership, 2)
strong recovery in ADTO amid volatility in commodity prices, 3) launch of
new products that are cash settled, removing physical delivery risk and 4)

ICICI Securities |Retail Research 10
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participation by institutional clients. Wide distribution network and strong
brand recall adds to the positives, limiting threat of competition. Currently,
MCX is trading at 26x FY22E EPS. We have a BUY recommendation on the
stock with a target price of ¥ 1470 per share, valuing the stock at ~33x FY22E
core earnings and adding net cash after deducting SGF.

Exhibit 24: Comparison of broad parameters with competitors (X crore)
MCX BSE NSE

Sales 374.2 450.5 3849.3

EBIDTA 154.7 178.3 2800.0

EBIDTA % 41.3% 28.0% 12.7%

PBT 64.6 76.8 2624.0

PAT 236.5 112.6 1965.3

PAT % 63.2% 25.0% 51.1%

EPS (3 39.0 24.6 29.8

RoE% 17.4% 4.6% 29.5%

RoA% 8.7% 2.5% NA

P/E (x) 32.8 16.0 25.4

P/BV (x) 4.8 0.7 NA

ADVT 32424.0 30289.9 h 1431302.0

Market Cap 6114.7 1817.2 50000.0 b

* Numbers for NSE have been projected proportionally in-line with results declared for IMFY20, Mcap is assumed

Source: Company, ICICI Direct Research

Exhibit 25: Comparison with global exchanges

US$ Mn P/E (x) P/BV (x) EV/EBITDA (x)
Name Country CMP Mkt Cap FY20E FY21E FY20E FY21E FY20E FY21E
HKEX HONG KONG 296 48,353 37 33 8 8 1.2 6.5
Singapore Exchange Ltd SINGAPORE 8 6,383 21 21 1 6 14.6 14.5
MCX INDIA 1,210 814 40.6 36.1 4.7 4.6 29.9 25.5
BSE Ltd INDIA 394 234 nm (2.3) 0.7 0.8 3.4 2.4
CDSL INDIA 259 357 26.0 217.0 3.8 3.6 24.6 30.4
LSE Group PL BRITAIN 8,008 35,672 37.8 31.6 6.1 4.8 22.3 15.1
CME Group Inc us 189 67,666 25.0 25.3 2.5 2.5 19.6 19.6
Nasdagq Inc us 120 19,690 21.6 21.2 35 3.3 15.8 15.4
TMX Group Ltd CANADA 129 5,405 21.9 20.5 2.0 1.9 16.0 15.1

Source: Bloomberg, ICICI Direct Research
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Key Risk
Business remains highly susceptible to regulatory intervention

The regulatory environment is constantly evolving and can be subject to
significant change. Various changes have been enacted in the past, which
have impacted volume in commodities exchange. Going ahead, regulatory
intervention in terms of tightening of rules, relaxing of guidelines for new
exchange could adversely impact volumes traded in the exchange.

Sharp drop in commodity price may impact revenue

For MCX, major proportion of revenue is generated in the form of fees based
on value of traded volume of commodity contracts. Therefore, any
continued fall in commodity prices could impact value of traded contracts
and thereby revenue trajectory.

Concentration risk

Major proportion of turnover has been concentrated in bullion, crude and
base metals. Therefore, any sharp decline in volumes or price of any of these
segments would impact revenues trajectory, thereby impacting earnings
performance.

Economic slowdown remains risk for business trajectory

Covid related lockdown coupled with an uncertain macroeconomic
environment entail risk for business for MCX in FY21E. We estimate ADTO
would dip to ¥ 32100 crore in FY21E vs. ¥ 32424 crore in FY20. Dip in
commodity volumes and commodity prices led by slowdown in global
economic activity, will put pressure on turnover and thereby earnings.

NSE entering commodity market remains risk

National Stock Exchange of India (NSE) commenced trading in commodity
derivatives with the launch of bullion futures on October 12, 2018. There has
been a sharp increase in volume of commodities from ¥ 3444 crore in FY19
to T 6362 crore in FY20. NSE is a market leader in equities with a large client
base and wide reach across the country. Though MCX has the advantage of
depth, liquidity and impact cost, which are the most critical factors,
continued market share gain remains a risk.

Legal battle related to negative crude prices near term risk

In April 2020, MCX settled crude oil contract at negative ¥ 2884 a barrel,
following a historic crash in prices in the US. With the lack of preparedness
for such a situation, brokers suffered a loss on client’s exposure and,
therefore, filled a legal case against MCX and Sebi. The matter is under
adjudication and is being heard on the grounds that commodity exchanges
in India, including MCX, “has any provision to trade commodities/stock by
assigning a negative value to it". The outcome of this case will lead to
farfetched changes in commodities markets and remains a near term risk in
terms of any liability arising on the part of MCX.

ICICI Securities |Retail Research
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Financial Summary

Exhibit 26: Profit & Loss Statement

[ crore) FY17 FY18 FY19 FY20 FY21E FY22E
Net Sales 259.4 258.0 300.0 374.2 359.4 431.8

Software 42.6 66.0 81.9 69.0 73.3 86.7

Employee Cost 64.4 68.2 7.9 71.3 81.2 81.7
Total Expenses 179.7 188.2 205.1 219.5 2133 234.6
EBIDTA 79.7 69.9 94.9 154.7 146.1 203.2
Depreciation 18.6 16.7 15.4 18.1 18.1 18.3
Other Income 116.4 88.6 96.0 129.0 128.0 132.6
PBT 171.6 141.8 175.5 265.5 256.0 317.5
Tax 51.2 35.0 7.1 28.9 58.2 72.5
PAT 126.5 106.8 168.4 236.6 197.8 245.0

Source: Company, ICICI Direct Research

Exhibit 27: Balance Sheet

(Year-end March) FY17 FY18 FY19 FY20 FY21E FY22E
Sources of Funds

Share Capital 51.0 51.0 51.0 51.0 51.0 51.0

Reserves and Surplus 1311.4 1329.5 1199.9 1308.4 1367.7 1441.2
Total Shareholder's Fund 1362.4 1380.5 1250.9 1359.4 1418.7 1492.2
Non Current Liabilities 421 41.0 414 54.6 51.3 60.2
Current Liabilities 2945 364.2 453.3 910.9 983.8 1062.5
Settlement Gurantee Fund 170.5 180.6 329.8 409.8 450.7 495.8
Total 1869.5 1966.3 2075.5 2734.6 2910.5 3110.7

Application of funds

Fixed Assets 140.1 146.7 141.4 141.3 155.4 167.8
Investments 1200.6 1325.2 1202.0 1640.9 1700.2 1773.1
Loans & Advances 0.4 0.3 0.2 0.2 0.2 0.2
Cash and equivalents 19.3 59.7 534.6 759.3 850.1 952.1
Other Assets 509.2 434.4 197.3 193.0 204.6 216.8
Total 1869.5 1966.3 2075.5 2734.6 29105 3110.7

Source: Company, ICICI Direct Research

Exhibit 28: Key Ratios

FY17 FY18 FY19 FY20 FY21E FY22E
No. of Equity shares 5.1 5.1 5.1 5.1 5.1 5.1
EPS (%) 24.8 20.9 33.0 46.4 38.8 48.0
BV }) 267.1 2170.7 245.3 266.5 278.2 292.6
P/E (x) 49.8 59.0 374 26.6 31.8 25.7
P/BV (x) 4.6 4.6 5.0 4.6 44 4.2
0PM % 30.7 27.1 31.6 41.3 40.7 46.4
PAT % 48.7 41.4 56.1 63.2 55.0 56.0
RoE % 9.3 1.1 13.5 17.4 13.9 16.4
RoA % 6.8 5.4 8.1 8.7 6.8 1.9
cAr':)r::)a" Volume Traded (in fakh 58.7 53.9 67.7 86.9 835 1017
ADTO 22560 21193 25648 32424 32100 39107

Source: Company, ICICI Direct Research

ICICI Securities |Retail Research 13



ﬂ Stock Tales | MCX ICICI Direct Research

RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
ﬂlClCl( irect.com N l
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Ejm st Award 2012 ‘é:{-
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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I/ We, Kajal Gandhi, CA, Vishal Narnolia, MBA and Yash Batra, MBA, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about
the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of
this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered Research
Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various
subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship with a
significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as such, may

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may not
match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected recipient and
may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the
information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing so. Non-rated
securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting
in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is solely
for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation
that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based
on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment
risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use
of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ
materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-managing
public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other benefits
from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of
publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the
research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject company/companies mentioned in this report.
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be

contrary to law, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to
certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.
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