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CRISIL Research assigns IPO grade ‘5/5’ to Multi Commodity Exchange of India Ltd 

 
CRISIL Research has reaffirmed CRISIL IPO grade of ‘5/5’ (pronounced ‘five on five’) to the proposed 
initial public offer (IPO) of Multi Commodity Exchange of India Ltd (MCX). (CRISIL Research has 
undertaken a fresh grading exercise for MCX as the grade assigned to the company on June 15, 2011 had 
expired.) This grade indicates that the fundamentals of the IPO are ‘strong’ relative to other listed equity 
securities in India. However, this grade is not an opinion on whether the issue price is appropriate in relation 
to the issue fundamentals. The grade is not a recommendation to buy, sell or hold the graded instrument, or a 
comment on the graded instrument's future market price or its suitability for a particular investor. 
 
The grade reflects MCX’s leadership position in the Indian commodity futures market over the past four 
years, with ~82% share of the overall traded turnover in FY11. It is a leader in the trading of bullion, crude 
oil, copper and natural gas (accounting for ~85% of MCX’s traded turnover in FY11). Historically, metals 
and energy commodities have also witnessed lower regulatory intervention. With a strong technology-
backed trading platform and infrastructure (supplied by its promoter Financial Technologies India Ltd, or 
FTIL), MCX has been able to provide high liquidity and low impact cost of transactions – key criteria for 
the success of any exchange. The grade also draws support from MCX’s strong management team and its 
ability to attract talented and experienced personnel. Further, while new commodity exchanges have been set 
up over the past few years, they have not been able to nudge MCX from the top. However, given the high 
profitability and cash-churning nature of the business, we expect competition to intensify in the future.  
 
MCX’s financial performance in the past three years indicates healthy revenue growth and profitability. 
Operating revenue has grown at 32% CAGR over FY09-11 with EBITDA margin and adjusted PAT margin 
averaging ~58% and ~37%, respectively. In the medium term, MCX’s strong market position and 
continuous focus on product innovation will act as growth drivers. In the long term, the introduction of new 
instruments (like options) and participation by institutional players, once the necessary regulatory reforms 
take place, are likely to spur growth. 
 

About the company and the issue 
MCX was incorporated on April 19, 2002. It is promoted by FTIL with a pre-IPO stake of 31.18%. FTIL is a 
software developer and a technical service provider of automated electronic solutions for foreign exchange, 
commodities and equities. The proposed IPO is in the form of an offer for sale of 6.4 mn shares by the 
promoters and some of the investors. Subsequent to the IPO, the promoters' stake in the company will 
reduce to 26%.  
 
Around 85% of MCX’s traded turnover comprises metal and energy commodities, which are benchmarked 
to international prices. Globally, MCX is the largest silver exchange; the second largest gold, copper and 
natural gas exchange; and the third largest crude oil exchange in terms of the number of contracts traded in 
each of these commodities (in CY10). It is also the sixth largest commodity exchange globally in CY10 and 
fifth largest during the six months ended June 30, 2011, in terms of the total number of contracts traded 
(Source: Futures Industry Association, websites of relevant exchanges). 
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About CRISIL IPO Grading  
CRISIL IPO (Initial Public Offering) Grading is an opinion on the fundamentals of the graded issue that 
reflects CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation 
to other listed equity securities in India. The assessment is based on a grading exercise carried out by 
industry specialists from CRISIL Research. A CRISIL IPO Grade 5/5 indicates strong fundamentals and a 
CRISIL IPO Grade 1/5 indicates poor fundamentals. CRISIL IPO Grading reflects its assessment of the 
graded company's equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL IPO 
Grade should not be construed to mean a comment on the price of the graded security nor is it a 
recommendation to invest or not to invest in the graded security. 
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About CRISIL Limited 
CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. 
We are India’s leading ratings agency. We are also the foremost provider of high-end research to the world’s 
largest banks and leading corporations.  
 
About CRISIL Research 
CRISIL Research is the country’s largest independent and integrated research house with strong domain 
expertise on Indian economy, industries and capital markets. We leverage our unique research platform and 
capabilities to deliver superior perspectives and insights to over 1200 domestic and global clients, through a 
range of research reports, analytical tools, subscription products and customised solutions. 
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Disclaimer 
A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in relation to other listed 
equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating. Every CRISIL IPO Grading is based on the 
information provided by the issuer or obtained by CRISIL from sources it considers reliable. CRISIL does not guarantee the completeness or accuracy of the 
information on which the grading is based. A CRISIL IPO Grading is not a recommendation to buy / sell or hold the graded instrument; it does not comment on 
the issue price, future market price or suitability for a particular investor.  
 
CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of 
CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-mail: 
clientservicing@crisil.com.  

For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings 
 
 


