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NSE’s 3QFY25 adjusted profits grew by 26% yoy to Rs30bn -
11% ahead of estimates. Sequentially, profit growth
moderates (+4%) as transaction revenues declined by 4%
qoq, C&S income fell by 17% and operating investment income
fell by 15%. The new derivative regulations have impacted
NSE’s Equity Options notional turnover by 52% (Jan-25 over
Oct-24) and premium turnover by 249%. Further, unique
investor base is also down by 13% to 3.84mn. Despite this, the
premium turnover trajectory has been better than our
expectation given uptick in premium ratios (up 10bps to
28bps). We upgrade our FY25-27ii EPS by 3-5% to account for
this. At Rs1600, the stock trades reasonably at 34x FY25ii and
30x FY27ii EPS. Key risk: Market correction leading to
slowdown in trading activity.

Beat estimates: NSE’'s 3QFY25 reported profits were up 94% yoy to
Rs38.3bn. Adjusting for Rsl11.5bn gains on sale of Protean e-
Governance stake, the profits grew by 26% yoy and 3% qoq to
Rs30bn - 11% ahead of estimates. The beat in profits was driven by
i) higher listing revenues (up 24% qoq), ii) lower than expected
impact in colo revenues (up 4% qoq) and iii) tight control over
operating costs (down 7% qoq). Equity Options (up 22% yoy)
continues to be the key driver of the business, accounting for 78% of
transaction revenues and 61% of operational revenues.

New derivative regulations impact Equity Option volumes: The
new Index derivative regulations are being implemented in phases
starting November 2024. The key changes have already been
implemented such as restricting weekly expiry to one per exchange
(December 2024) and increase in lot sizes (January 2025). Among
other key changes is shift to intra-day monitoring of position limits
(vs. end of day now) from 15t April 2025 - this could have some impact
on volumes. In last 3 months i.e. Oct-24 to Jan-25, we note NSE
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notional turnover is down >50% and premium turnover is down 24%.
NSE shared that it is difficult to quantify what could be incremental
impact on volumes due to implementation of pending regulations.

Unique investor base is down by 13% in Equity Options: The
new regulations have also impacted the retail participation in the
equity option market. We note that unique investors in NSE’s Equity
Option segment are down by 13% to 3.84mn in Dec-24 over Oct-24.
Basis turnover distribution, 10-30% decline is seen in slabs ranging
from less than Rs10,000 per month to Rs100mn per month. Despite
this, we note individual share in Index Option premium turnover has
increased from 36% in Oct-24 to 37.3% in Dec-24.

Robust plans to ramp-up co-location facility: NSE shared that it
is the largest colocation provider globally. It currently has 1200 racks
and has plans to add another 300 racks by 1QFY26 end. It also plans
to add 2000 racks over the next 2 years given the strong demand
from market participants for enhanced colocation infrastructure.
Company would spend Rs3bn for 1200 racks (Rs2.5mn per rack).

No new update on ongoing regulatory cases: There has been no
update on the pending colocation case in Supreme Court. For the IPO,
company said it is still awaiting approval from the regulator.

Market volumes pan out better than expectations, upgrading
EPS by 3-5%: As against our expectation of 30-35% decline in Equity
Option volumes (compared to Oct-24), the actual decline so far is only
18% in Jan-25. The improvement in premium ratio (from 15bps to
22bps) has surprised us positively - this implies that investors are
willing to trade in near week expiry contracts (share of non-expiry
volumes has increased from 58% in Oct-24 to 77% in Jan-25). This
coupled with better cost management seen in 3Q leads to an upside
in our estimate. We upgrade our FY25-27ii EPS by 3-5%. On revised
estimates, adjusted PAT is likely to grow at 14% yoy in FY25ii to
Rs116bn (EPS: Rs46.8) and FY25-27ii profits are likely to grow by 9%
pa to Rs130bn (EPS: Rs52.5). At Rs1600 (recent transaction), the
stock trades at 34x FY25ii EPS and 30x FY27ii EPS.



Figure 1: NSE’s 3QFY25 PAT was up 26% yoy — 11% beat
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Figure 2: Transaction income account for >70% of the revenues
Revenue break-up (Rs mn) 3QFY24 2QFY25 3QFY25 % YoY % QoQ

Transaction Charges 28,190 35,860 34,450 22% -4%
Listing Services 620 800 990 60% 24%
Data Centre & Connectivity Charges (Colo) 2,290 2,940 3,050 33% 4%
Data Feed & Terminal Charges 910 1,040 1,030 13% -1%
Index Licensing & Data Subscription 230 280 320 39% 14%
C&S Services 460 1,010 840 83% -17%
Operating investment income 2,150 2,590 2,210 3% -15%
Other operating income 320 580 600 88% 3%
Total Operational income 35,170 45,100 43,490 24% -4%
Investment income 4,540 5,040 4,470 -2% -11%
Other non-operating income 30 90 100  233% 11%
Total Income 39,740 50,230 48,060 21% -4%

Revenue share

Transaction Charges 709% 71.4% 71.7% 0.7% 0.3%
Listing Services 1.6% 1.6% 21% 05% 0.5%
Data Centre & Connectivity Charges (Colo) 5.8% 5.9% 6.3% 0.6% 0.5%
Data Feed & Terminal Charges 2.3% 2.1% 2.1% -0.1% 0.1%
Index Licensing & Data Subscription 0.6% 0.6% 0.7% 0.1% 0.1%
C&S Services 1.2% 2.0% 1.7% 0.6% -0.3%
Operating investment income 5.4% 5.2% 46% -08% -0.6%
Other operating income 0.8% 1.2% 1.2% 0.4% 0.1%
Total Operational income 88.5% 89.8% 90.5% 2.0% 0.7%
Investment income 11.4% 10.0% 93% -2.1% -0.7%
Other non-operating income 0.1% 0.2% 0.2% 0.1% 0.0%
Total Income 100.0% 100.0% 100.0% 0.0% 0.0%

Source: Company, IIFL Research
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Figure 3: Volumes across segments were down qoq
Equity ADTO (Rs bn) 3QFY24 2QFY25 3QFY25 % YoY % QoQ Figure 6: Equity futures volumes were down 15% qoq
Trading days 61 64 62 2% -3% .
Equity - Cash 804 1,290 1,041  29% -19% 2,500 Equity Futures ADTO (Rs bn)
Equity - Futures 1,310 2,016 1,718  31% -15% 2,093 2,016
Equity - Options (premium) 567 657 613 8% -7% 2,000 1,769 1,718
Source: Company, IIFL Research 1,500 1232 1,310
. . - . . . 1,041
Figure 4: Despite the decline in equity option volumes on qoq basis, revenues were flat 1,000
as company has taken tariff increase
Eq. transaction revenue break-up ( Rs mn) 3QFY24 2QFY25 3QFY25 500
Cash Market 3,020 5,000 3,840 27% -23%
Futures G ’ 1QFY24 2QFY24 3QFY24 4QFY24 1QFY25 2QFY25 3QFY25
Options 21,890 26,020 26,620 22% 2%
Equity transaction Revenues 27,770 35,550 34,150 23% -4%
Source: Company, IIFL Research
Equity revenue share
Cash Market 11% 14% 11% 0.37% -2.82% Figure 7: Equity options premium volumes were down 7% qoq
Futures 10% 13% 11% 0.51% -1.94%
Options 79%  73%  78% -0.88% 4.76% 200 Equity Options Premig[&ADTO (Rs bn)

Source: Company, IIFL Research
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NeW regulations impacted retaﬂ participation Figure 10: Distribution of turnover by Investor category

Premium T/o Unique Investors
Figure 8: Unique investors in NSE equity Option segment is down 13% over Oct-Dec 2024 Oct-24 (Rs bn) % of total (mn) % of total
<Rs10k 1 0.0% 0.86 19.4%
. Unique Investor in Equity Options (mn) Rs10k-Rs1L 23 0.2% 1.11 25.0%
4.39 443 209 Rs1L-Rs10L 268 1.7% 1.39 31.3%
4.0 384 Rs1mn-Rs10mn 1,402 9.1% 0.87 19.6%
Rs10mn-Rs100mn 2,517 16.4% 0.20 4.5%
3.0 >Rs100mn 11,182 72.6% 0.01 0.2%
2.0 Total 15,394 100.0% 4.44 100.0%
10 pec24 |
<Rs10k 1 0.0% 0.72 18.8%
0.0 Sep-24 Oct-24 Nov-24 Dec-24 Rs10k-Rs1L 21 0.2% 1.00 26.0%
Rs1L-Rs10L 239 2.2% 1.25 32.6%
Source: Company, IIFL Research Rs1mn-Rs10mn 1,129 10.2% 0.72 18.8%
. . Rs10mn-Rs100mn 1,825 16.6% 0.14 3.6%
Figure 9: The decline has been across the segments
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Figure 11: Volume decline and reduction in clients seen across segments

Decline in Decline in
Dec over Oct premium turnover Unique clients
<Rs10k -14% -16%
Rs10k-Rs1L -9% -10%
Rs1L-Rs10L -11% -10%
Rs1mn-Rs10mn -19% -17%
Rs10mn-Rs100mn -28% -30%
>Rs100mn -30% 0%
Total -28% -14%

Source: Company, IIFL Research
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Figure 12: Despite the decline in numbers, the retail participation has improved MoM
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Figure 13: Participation in December is the highest in last 12 months

Table 75: Monthly trend of category-wise share in Index Options turnover (Premium) of NSE in 2024 (%)

Figure 14: In Equity Stocks Options too participation has increased MoM, but in line

with long term trend
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Figure 15: Long term client wise participation in Equity Stock Options premium turnover

Table 76: Share of client participation in Stock Options (Premium Turnover) of NSE in 2024 (%)

Client category ;. Jdan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Client category . Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Corporates 25 25 24 25 37 4.9 48 4.8 5.2 5.9 31 25 Corporates | a2 33 29 28 38 a6 49 67 7.0 66 43 3.0
DIls 01 0.1 01 01 01 01 01 01 01 01 01 01 Blls | a2 . 02 02 0z o1 0z 03 02 0z 03 0.3
Foreignimvestors | 107 115 120 122 107 95 9.1 9.4 9.9 9.2 95 108 Foreign Investors ' - 6.0 77 73 77 ad az 78 74 97 106 131
Individuals | 364 347 349 386 354 337 34 3B3 3O 360 6D I3 Individuals | 278 289 286 294 287 279 285 273 279 260 251 273
|
Prop | 482 473 465 458 463 488 486 474 473 460 481 d6s Prop | eLs 596 587 588 574 569 560 860 560 558 582 551
Others 4.0 3.9 a2 3.8 38 31 3.0 29 25 2.9 28 26 Others [ 19 2.0 19 19 21 2.0 23 2.0 15 16 15 13
‘Slol_Jn:E:‘NSAIIE_EP_R. o L . e . . Source: MSE EPR.
Source: Company, IIFL Research Source: Company, IIFL Research
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NSE key assumptions and financial summary

Figure 16: NSE’s Notional ADTO has seen a sharp decline owing to new regulations...
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Figure 17:...however decline in premium ADTO is lower given uptick in premium ratio

NSE Equity Options Premium ADTO (Rs bn)
800 -

700 -

700 . . .
600 - . 535 559 562

500 -

400 -

300 -

200 -

100 -

0 - ‘ ‘ ‘ ‘ ‘ ‘ ‘

Oct-24 Nov-24 Dec-24 Jan-25 4QFY25ii FY25ii  FY26ii  FY27ii

Source: Company, IIFL Research

Figure 18: Premium ratios are up from 0.18% to 0.28% as share of non-expiry volumes
has increased

NSE Premium Ratio

0.35% - 030% 0.31%

0.28%  0.28%
0.30% -
i 0.25%

0.25% - .

0.20% | 0.18% 0.18% 20%

0.15% -

0.10% -

0.05% -

0.00% - | | | | | | |

Oct-24 Nov-24 Dec-24 Jan-25 4QFY25ii FY25ii  FY26ii  FY27ii

Source: Company, IIFL Research

Figure 19: Share of Non-expiry volumes have increased from 64% to 83%
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Figure 20: NSE profits are estimated to grow by 10% over FY25-27ii

Rs mn FY23 FY24 FY25ii FY26ii FY27ii
Operating revenues 118,546 147,800 172,863 168,545 196,566
Treasury income 9,091 15,722 19,607 21,744 24,557
Total Income 127,637 163,522 192,470 190,289 221,122
yoy growth 43.8% 28.1% 17.7% -1.1% 16.2%
Employee Costs 3,661 4,604 6,715 7,458 8,950
Admin & Other Expenses 17,587 27,090 28,535 27,663 31,790
Total Costs 21,248 31,694 35,251 35,121 40,740
yoy growth 24.4% 49.2% 11.2% -0.4% 16.0%
Ebitda 106,389 131,829 157,219 155,168 180,382
yoy growth 48.5% 23.9% 19.3% -1.3% 16.2%
Margin 83.4% 80.6% 81.7% 81.5% 81.6%
Depreciation 3,841 4,396 5,625 5,419 5,281
Interest Cost - - - - -
Exceptional items -4,493 -17,603 5,595 -2,704 -3,134
PBT 98,055 109,830 157,189 147,044 171,967
Tax 25,397 27,778 38,511 37,055 43,336
Tax rate 25.9% 25.3% 24.5% 25.2% 25.2%
PAT 72,658 82,052 118,678 109,989 128,632
Minority Int / Associates 873 1,006 1,306 1,306 1,306
Reported PAT 73,532 83,059 119,984 111,295 129,938
Adjustments 3,361 13,167 -4,185 2,023 2,344
Adjusted PAT 76,893 96,225 115,799 113,318 132,282
yoy growth 47.0% 25.1% 20.3% -2.1% 16.7%

Figure 21: NSE Equity segment volume assumptions

FY23 FY24
Equity Cash ADT (Rs m)
yoy growth -20.0% 52.9%
Equity Futures ADT (Rs m)

yoy growth -3.4% 16.7%

Equity Options Premium ADT (Rs m)

FY25ii

40.0%

40.0%

FY26ii

8.0%

8.0%

FY27ii

534,340 817,213 1,144,098 1,235,626 1,334,476

8.0%

1,148,315 1,340,003 1,876,005 2,026,085 2,188,172

8.0%

477,440 617,788 635,417 562,040 667,891

Source: Company, IIFL Research

yoy growth 72.1% 29.4% 29% -11.5% 18.8%
Source: Company, IIFL Research
Figure 22: NSE Valuation matrix — stock is trading reasonably
Ratio Analysis

FY23 FY24 FY25ii FY26ii FY27ii
Adj. EPS 31.1 38.9 46.8 45.8 53.4
Rep EPS 29.7 33.6 48.5 45.0 52.5
BPS 82.7 96.9 1225 140.8 168.6
DPS 16.0 18.0 26.7 24.7 28.9
payout 52% 46% 57% 54% 54%
ROE 41.0% 37.4% 44.2% 34.2% 33.9%
PE 53.7 47.6 32.9 355 30.4
Source: Company, IIFL Research
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deviations observed in inspections or in normal course of business, as a Stock Broker / Depository Participant/ Merchant banking. We have not been debarred from doing business by any Stock Exchange / SEBI or any
other authorities; nor has our certificate of registration been cancelled by SEBI at any point of time. There has been no adverse material findings towards our research activities

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk
return profile and the like and take professional advice before investing. Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading
in derivative contracts.

Additional Disclaimer for U.K.: This report is prepared by IIFL Capital Services Limited (Formerly known as IIFL Securities Limited) of Mumbai, India which is regulated by the Securities and Exchange Board of India
and is registered as a Research Entity under the SEBI (Research Analysts) Regulations, 2014. IIFLCAP is an appointed representative of Connexion Capital which is authorized and regulated by the Financial Conduct
Authority. In the UK, this report is directed at and is for distribution only to persons who fall within Article 19(5) (persons who have professional experience in matters relating to investments) or Article 49(2)(a) to (d)
(high net worth companies, unincorporated associations etc.) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (as amended). THIS DOCUMENT IS INTENDED SOLELY TO PROVIDE
INFORMATION TO THE QUALIFIED INSTITUTIONAL INVESTORS ONLY AND IS NOT MEANT FOR RETAIL INVESTORS. If you are not the intended recipient you must not copy, distribute, or take any action or place reliance
on it. If you have received this communication by error, please notify the sender immediately. This communication is intended solely for the person to whom it is addressed and may contain confidential or privileged
information.

Additional Disclaimer for U.S.: This report was prepared, approved, published and distributed by IIFLCAP, a company located outside of the United States (a “non-US Company”). This report is distributed in the U.S.
by IIFL Capital INC. - 1120 Avenue of the Americas, 4th Floor, New York, NY 10036.Tel: 212 221 6800, a U.S. registered broker-dealer, which assumes responsibility for this research report and its dissemination in the
United States. This report is meant only for U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any
transaction effected by a U.S. customer in the securities described in this report must be effected through IIFL Capital INC. rather than with or through the non-US Company.

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other regulatory requirements pertaining to
research reports or research analysts. The non-US Company is not registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-
regulatory organization. The non-US Company is the employer of the research analyst(s) responsible for this research report. The research analysts preparing this report are resident outside the United States and are
not associated persons of any US regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and are not required to satisfy the regulatory licensing requirements of
FINRA or required to otherwise comply with US rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.
The non-US Company will refrain from initiating follow-up contacts with any recipient of this research report that does not qualify as a Institutional Investor, or seek to otherwise induce or attempt to induce the purchase
or sale of any security addressed in this research report by such recipient.

A graph of daily closing prices of securities is available at http://www.nseindia.com, www.bseindia.com (Choose a company from the list on the browser and select the “three years” period in the price chart).

Name, Qualification and Certification of Research Analyst: Devesh Agarwal(PGDBM)
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IIFL Capital Services Limited (Formerly known as IIFL Securities Limited), CIN No.: L99999MH1996PLC132983, Corporate Office — 24" Floor, One Lodha Place, Senapati Bapat Marg, Lower Parel, Mumbai - 400013 Tel:
(91-22) 4249 9000 Fax: (91-22) 4060 9049, Regd. Office - IIFL House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604 Tel: (91-22) 39294000. Fax: (91-
22) 25806654 Website: www.indiainfoline.com. Details of associate entities of IIFL Capital Services Limited (Formerly known as IIFL Securities Limited)are available on the website at https://www.iifl.com/finance/about-
us/corporate-structure. (Indiainfoline Securities) Details of pending Enquiry Proceedings of IIFL Capital Services Limited (Formerly known as IIFL Securities Limited)and Investor Charter are available on the website at
https://ttweb.indiainfoline.com/trade/frmInformation2customer.aspx

Compliance Officer: Ms. Chaitali Shah, email id - chaitali.shah@iiflcap.com; contact no. +91-22-46464658
Grievance Redressal Cell: email id - cs@iiflcapital.com; contact no. +91-22-40071000

If not satisfied with the response of the research analyst, you can lodge your grievances with SEBI at https://scores.sebi.gov.in or you may also write to any of the offices of SEBI. (In absence of response/complaint not
addressed to your satisfaction, you may lodge a complaint with SEBI at SEBI, NSE, BSE, Investor Service Center | NCDEX, MCX. Please quote your Service Ticket/Complaint Ref No. while raising your complaint at SEBI
SCORES/Exchange portal at https://scores.sebi.gov.in and for online dispute Resolution platform - Smart ODR- https://smartodr.in/login )

For any queries, feedback or assistance, please contact SEBI Office on Toll Free Helpline at 1800 22 7575 / 1800 266 7575.

Registration Details: Stock Broker SEBI Regn: INZ000164132(BSE/NSE/MCX/NCDEX), CDSL & NSDL SEBI Regn.: IN-DP-185-2016, PMS SEBI Regn. No. INP000002213, IA SEBI Regn. No.
INA000000623, RA SEBI Regn. No. INH000000248, Merchant Banking SEBI Regn. No. INM000010940, AMFI Regn. No. ARN - 47791

Key to our recommendation structure

BUY - Stock expected to give a return 10%+ more than average return on a debt instrument over a 1-year horizon.
SELL - Stock expected to give a return 10%+ below the average return on a debt instrument over a 1-year horizon.
Add - Stock expected to give a return 0-10% over the average return on a debt instrument over a 1-year horizon.
Reduce - Stock expected to give a return 0-10% below the average return on a debt instrument over a 1-year horizon.

Distribution of Ratings: Out of 292 stocks rated in the IIFL coverage universe, 141 have BUY ratings, 5 have SELL ratings, 103 have ADD ratings, 2 have NR ratings and 40 have REDUCE ratings

Price Target: Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as
comparable or a combination of the two methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is used there
is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s products. Such
demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, in certain
industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, and political and social conditions.
This discussion of valuation methods and risk factors is not comprehensive - further information is available upon request.

i. Investments in securities market are subject to market risks. Read all the related documents carefully before investing.

ii. Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

iii. Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary
or provide any assurance of returns to investors
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