National Stock Exchange of India Ltd. (NSE)

IPO Note

Company Overview

National Stock Exchange of India Limited (NSE) is India’s leading market infrastructure institution,
operating a vertically integrated, multi-asset class exchange platform covering trading, clearing, settle-
ment, listing, index licensing and market data services. Incorporated in 1992, NSE offers a broad
range of products across cash equities, equity futures and options, currency derivatives, commodity
derivatives, wholesale debt, interest rate futures and mutual fund distribution. Transaction charges
remain the primary revenue stream, contributing 79.4% of operational revenue in Q1FY26, while other
businesses include listing fees, colocation, data connectivity, online data feeds and terminals, clearing
and index licensing. Its flagship Nifty franchise further extends its presence across the investment
ecosystem through benchmark indices and related financial products. NSE has established a domi-
nant position across major market segments, with 93.1% market share in cash equities, 99.7% in eq-
uity futures, 68.5% in equity options premium turnover and 100% in currency derivatives in Q1FY26.
As of June 30, 2026, the exchange had 132.37 million unique registered investors, 261.36 million
registered investor accounts, 1,328 trading members and 3,005 listed entities, representing an aggre-
gate market capitalisation of Rs. 474.1 ftrillion. Its network extends across more than 99% of Indian
postal codes, supported by over 200,000 trading terminals across 1,400+ cities and towns and 30+
points of presence. The exchange is also supported by seven data centres, including a primary data
centre in Mumbai and a fully mirrored disaster recovery site in Chennai. The company's operations
are supported by a vertically integrated ecosystem of subsidiaries and associates. NSE Clearing Lim-
ited (NCL) provides clearing and settlement services, while NSE Indices Limited manages the Nifty
index franchise and a broad suite of benchmark indices. NSE Data & Analytics Limited and Cogencis
provide market data, analytics and financial information services, while NSE International Exchange
(NSEIX) and NSEIX Global Access expand NSE's international presence through GIFT City. NSE
also has strategic interests in entities including NSDL, Indian Gas Exchange, Power Exchange India
and RXIL, further extending its participation across the financial-market infrastructure ecosystem.
Technology remains central to NSE's operations, with its proprietary NEAT platform processing an
average of 12.5 billion messages daily. NSE is also expanding its technology infrastructure through
additional colocation capacity and deploying Generative Al across areas such as surveillance, compli-
ance and operational processes. Its growth initiatives extend beyond traditional financial markets, with
expansion into electricity futures, electronic gold receipts, natural gas derivatives and the proposed
National Coal Exchange, while its GIFT City operations seek to capture increasing international partic-
ipation in Indian market-linked products.

Objects of the issue
The entire offer comprises an Offer for Sale (OFS), with no proceeds accruing to NSE. The offer pro-
ceeds will be received by the participating selling shareholders.

Investment Rationale

Unmatched market leadership creates a self-reinforcing liquidity moat

NSE’s strongest competitive advantage lies in the depth and breadth of liquidity it has built across
India’s capital markets, making its leadership increasingly self-reinforcing. With market shares of
93.05% in cash equities, 99.72% in equity futures and 68.48% in equity options premium turnover in
Q1FY26, NSE already operates at a scale that is difficult for competing exchanges to replicate. Its
platform connects 132.37 million unique registered investors, 1,328 trading members and 3,005 listed
entities, creating a large and diverse liquidity pool. This scale matters beyond market share: deeper
liquidity improves execution, attracts more institutional and retail participation, and in turn encourages
issuers and intermediaries to remain on the platform, strengthening the network effect. The growing
participation base further supports capital formation, with NSE facilitating Rs. 20.33 trillion of total fund
mobilisation in FY26. Importantly, the franchise is also extending beyond domestic trading, with
NSEIX holding a 99.62% share of equity derivatives volumes at GIFT IFSC, while the Nifty ecosystem
strengthens NSE’s reach into passive investing and index-linked products. We believe this combina-
tion of market leadership, liquidity, participant scale and expanding ecosystem reach gives NSE a
durable competitive moat and provides a strong foundation to compound volumes as India's capital
markets deepen.
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Scalable business model with multiple avenues for growth and monetisation

NSE benefits from an asset-light, technology-led business model where incremental volumes and
new products can be added at relatively low marginal cost, allowing strong operating leverage as the
platform scales. This is reflected in its 78.8% Operating EBITDA margin in Q1FY26, while its proprie-
tary NEAT infrastructure provides the capacity to handle rising transaction volumes without a propor-
tionate increase in costs. The same technology and market infrastructure can also be leveraged
across multiple products, creating several avenues for growth beyond the core equity franchise. NSE
is expanding colocation capacity, while entering newer segments such as electricity futures, natural
gas derivatives, electronic gold receipts and the proposed National Coal Exchange, providing oppor-
tunities to monetise its existing infrastructure across traditionally fragmented markets. At the same
time, the company is building higher-margin, relatively non-transactional revenue streams through
market data, analytics and index licensing, supported by the strong Nifty franchise. Its international
operations through NSEIX at GIFT City, alongside products such as GIFT Nifty and ODTE options,
provide an additional avenue to capture offshore liquidity. The company is also integrating Genera-
tive Al into surveillance, compliance and operational processes, which can improve scalability and
efficiency as the business expands. Overall, NSE has multiple growth levers across volumes, new
products, data and indices, international markets and technology-led services, allowing it to broaden
its monetisation base while continuing to benefit from the operating leverage inherent in its exchange
model.

Valuation

National Stock Exchange of India Limited (NSE) is a dominant market infrastructure franchise with
leading market shares across key asset classes, a vertically integrated ecosystem spanning trading,
clearing, indices and data, and a highly scalable technology-led business model. Its strong liquidity
and network effects are supported by 132 million unique registered investors, while its Nifty fran-
chise, GIFT City operations and expansion into new asset classes provide additional avenues for
monetisation. Financial performance remains strong, with revenue from operations increasing from
Rs. 14,780 crores in FY24 to Rs. 16,601 crores in FY26, implying a 6.0% CAGR over FY24-FY26,
while PAT increased from Rs. 8,306 crores to Rs. 10,302 crores, translating into a 11.4% CAGR over
FY24-FY26. The business continues to exhibit strong operating leverage, with an adjusted Operating
EBITDA margin of 67.6% and RoNW of 33.2% in FY26. NSE also reported Rs. 3,120 crores of PAT
in Q1FY27, with an Operating EBITDA margin of 77.9%, highlighting the continued strength of the
franchise. Against BSE, its only listed domestic comparable, NSE is being offered at 47.3x TTM
earnings, versus 48.9x for BSE, despite NSE having substantially greater scale, market share and
absolute profitability. The relatively comparable valuation is supported by NSE’s superior franchise
strength, higher operating leverage and broader ecosystem, although moderation in equity options
activity remains a key near-term sensitivity. At the upper price band, the issue is valued at 47.3x
TTM earnings. Given NSE’s dominant market position, strong profitability, scalable business
model and multiple long-term monetisation opportunities, we assign a “SUBSCRIBE” rating
to the issue.

Risks

= NSE remains highly dependent on transaction volumes, with transaction charges contributing
79.44% of revenue from operations in Q1 FY27, including 60.17% from equity options. Any sus-
tained moderation in trading activity or loss of market share could adversely impact revenue and
profitability.

= NSE operates in a highly regulated industry and has faced regulatory observations, enforcement
actions, penalties and adjudication proceedings. Further regulatory actions or adverse outcomes
could result in financial liabilities, reputational damage and impact its business and cash flows.

= NSE’s operations are critically dependent on its IT infrastructure and trading systems. Any tech-
nical failure, system disruption or cybersecurity breach could interrupt trading, attract regulatory
action or financial disincentives, and affect market participant confidence.

= The top ten trading members contributed 47.00% of revenue from operations in Q1 FY27, creat-
ing concentration risk. Any disruption involving key members, alongside counterparty and settle-
ment risks in its clearing operations, could adversely affect business performance.
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Income Statement (Rs. in Crores)

Particular FY24 FY25 FY26 Q1FY27
Revenue

Revenue from operations 14,780 17,141 16,601 4,560
Total revenue 14,780 17,141 16,601 4,560
Expenses:

Employee benefits expenses 460 672 790 243
Regulatory fees 981 963 796 188
Other Expenses 1,728 2,625 3,790 579
Total operating expenses 3,169 4,260 5,376 1,009
EBITDA 11,611 12,881 11,225 3,551
Depreciation & amortization 440 547 624 163
EBIT 11,171 12,334 10,601 3,388
Other Income 1,572 2,036 2,112 692
PBT Before Adjustment 12,743 14,371 12,713 4,080
Share of profit/loss of Associates 101 129 108 26
Profit on sale of investments in associates/subsidiaries 81 1,209 1,201 20
Contribution to Core SGF 1,741 234 1 5
Impact of new Labour Code 0 0 -126 48
PBT from Continuing Operations 11,184 15,475 13,896 4,169
Tax expenses 2,778 3,869 3,716 1,048
PAT from Continuing Operations 8,406 11,606 10,180 3,122
PAT from Discontinuing Operations -101 582 123 -2
Reported PAT 8,306 12,188 10,302 3,120
EPS 34.0 46.9 411 12.6

Source: RHP, BP Equities Research
Cash Flow Statement (Rs. in Crores)

Particulars FY24 FY25 FY26 Q1FY27
Cash Flow from operating activities 29,744 4,091 23,836 3,008
Cash flow from/(used in) investing activities -8,463 -5,431 -46 -6,686
Net cash flows (used in) / from financing activities -3,994 -4,600 -8,809 -41
Net increase/(decrease) in cash and cash equivalents 17,288 -5,939 14,981 -3,719
Cash and cash equivalents at the beginning of the period 5,975 23,262 17,323 32,312
Exchange difference on translation of foreign currency 0 0 8 0
Cash and cash equivalents at the end of the period 23,262 17,323 32,312 28,593

Source: RHP, BP Equities Research
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Balance Sheet (Rs. in Crores)

Particulars FY24 FY25 FY26 Q1FY27
ASSETS

Non-current assets

Property, plant and equipment 1,004 1,120 1,193 1,330
Right of use assets 168 531 421 2,258
Goodwill & other intangible assets (incl. CWIP) 351 306 473 361
Investments in associates 686 616 528 554
Investments (non-current) 14,128 13,883 11,244 9,535
Other non-current assets (incl. tax assets) 5,714 5,788 4,963 4,027
Total non-current assets 22,052 22,244 18,823 18,065
Current assets

Investments (current) 10,471 16,483 17,570 24,861
Trade receivables 1,865 1,512 2,468 2,249
Cash and cash equivalents™ 23,176 17,298 32,261 28,592
Bank balances other than cash and cash equivalents 5,952 10,216 14,984 15,684
Other current assets 1,095 1,475 1,542 1,595
Total current assets 42,559 46,984 68,826 72,982
Assets classified as held for sale 852 238 289 288
Total Assets 65,464 69,467 87,937 91,334
EQUITY and LIABILITIES

Equity

Equity share capital 50 248 248 248
Other equity 23,925 30,106 31,866 34,997
Non-controlling interest -1 0 0 0
Total Equity 23,974 30,353 32,114 35,244
Core Settlement Guarantee Fund 8,857 12,075 13,079 13,392
Liabilities

Non-Current Liabilities

Lease liabilities 96 401 310 382
Other non-current liabilities 456 445 591 614
Total Non-Current Liabilities 552 846 901 995
Current Liabilities

Deposits 3,265 3,703 4,051 4,280
Other financial liabilities (incl. lease liabilities & trade payables) 22,689 17,054 31,516 27,471
Other current liabilities 5,758 5,349 6,262 9,935
Total Current Liabilities 31,712 26,106 41,829 41,686
Liabilities directly associated with assets held for sale 369 86 14 16
TOTAL LIABILITIES 32,633 27,038 42,745 42,698
Total Equity and Liabilities 65,464 69,467 87,937 91,334

*Includes settlement obligations and margin money from members
Source: RHP, BP Equities Research
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