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Tech transition remains the key challenge

MCX reported a strong revenue growth of 9.0% QoQ, led by options, while its
profitability was impacted by high technology costs. The technology transition
remains the key overhang for the exchange and the extension of the tech
contract with the existing vendor (INR 1.25bn/quarter) will impact its
profitability in FY24E. As per the management, the tech transition was extended
due to (1) delays in audit and regulatory clearances; (2) challenges in EOD/BOD
batch file processing; and (3) a lack of complete testing. The management is
hopeful of completing the transition before the Dec-23 deadline. The options
revenue grew 23% QoQ, supported by growth in options ADTV; however, the
premium to notional turnover ratio (1.9% in Q1) is coming down gradually. We
remain constructive on the options growth story, supported by increasing retail
participation, the launch of new contracts (mini and index options) and a pick-
up in bullion volumes. We expect the options revenue to grow +68/27% YoY
while futures will decline 5/2% in FY24/25E. We increase our revenue estimates
by ~2% for FY24/25E due to options. We maintain our BUY rating with a target
price of INR 1,780, based on a P/E of 23x June-25E core PAT + net cash.

" Q1FY24 highlights: MCX revenue grew 9.0% QoQ to INR 1.46bn (vs. the
estimate of INR 1.48bn). Futures ADTV grew 3.8% QoQ to INR 214bn, led by
bullion (+8.7%) and energy (+14.5%), offset by metals (-31.9% QoQ). EBITDA
margin was up 579bps QoQ but down 3795bps YoY to 7.3% in Q1. Options
notional/premium ADTV stood at INR 619.28/12.16bn and options
contributed ~INR 0.65bn to revenue (~53% of transaction revenue).
Crude/natural gas/bullion contributed 75/21/5% to options volume. Options
realisation stood at INR 8.1/mn, which is ~39% of futures realisation. The
additional payout of INR 1.25bn/quarter to 63moons will impact profitability
in Q2 and Q3.

®  QOutlook: We estimate a -4/+58% futures/options ADTV CAGR over FY23-26E,
resulting in +18/45% revenue/APAT CAGRs over FY23-26E. The core PAT
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CMP (as on 31 July 2023) INR 1,661
Target Price INR 1,780
NIFTY 19,754
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Rating BUY BUY
Price Target INR 1,765 INR 1,780
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EPS %
+1.6 +0.7
KEY STOCK DATA
Bloomberg code MCXIN
No. of Shares (mn) 51
MCap (INR bn) / ($ mn) 85/1,036
6m avg traded value (INR mn) 648
52 Week high / low INR 1,721/1,156

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 18.7 9.7 18.9

Relative (%) 9.8 (2.0 34

SHAREHOLDING PATTERN (%)

CAGR is at 58% over FY23-26E. Mar-23 Jun-23
Quarterly financial summary Promoters 0.00 0.00
Q1 Q1  YoY Q4 QoQ Fls & Local MFs 52.71 55.07
YE March (INR mn) FY24 FY23 ©6) FY23 (%) FY22 FY23| FY24E FY25E FY26E
Net Sales 1,458 1,088 34.0 1,338 9.0 3,668 5135 6,369 7,224 8,339 FPIs 2695 2484
EBITDA 107 493 (78.3) 21 4164 1,622 1,497 792 4488 5,301 Public & Others 20.34 19.90
APAT 197 415 52.6 55 260.7 1,639 1,490 944 3923 4,573
(52.6) Pledged Shares 0.00 0.00
EPS (INR) 3.9 81 (52.6) 1.1 260.7 322 29.3 185 77.1 89.8
P/E (x) 516 568 896 216 185 Source : BSE
EV /EBITDA (x) 443 512 967 169 142 Pledged shares as % of total shares
RoOE (%) 11.6 10.3 6.4 25.6 28.1
Source: Company, HSIE Research, Consolidated Financials
Change in estimates
INR mn FY24E  FY24E Change| FY25E FY25E Change| FY26E FY26E Change
Old Revised % Old Revised % Old Revised %
Revenue 6,250 6,369 1.9 7,097 7,224 1.8 8,175 8,339 2.0
EBITDA 773 792 2.5 4,427 4,488 14 5,210 5,301 1.7
ffITPA(O/) 124 124  7bps| 624 621 -26bps| 637 636 -17bps Amit Chandra
Alf:f;"n ’ 929 944 1.6 3,894 3,923 0.7 4,540 4,573 0.7 amit.chandra@hdfesec.com
' ’ ’ ' ’ ’ ’ +91-22-6171-7345
EPS (INR) 18.3 18.5 1.6 76.5 77.1 0.7 89.2 89.8 0.7
Source: Company, HSIE Research
Vivek Sethia
vivek.sethia@hdfcsec.com
+91-22-6171-7339
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investment in securities of the companies referred to in this document (including merits and risks) and should consult their own advisors to determine
merits and risks of such investment. The information and opinions contained herein have been compiled or arrived at, based upon information obtained
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express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice.
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broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the
securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to
such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and
opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the
investments made or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in
the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial
instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the
companies / organizations described in this report. As regards the associates of HSL please refer the website.

HSL 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.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from t 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 in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with
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