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BSE Ltd: Five-Pillar Analysis
DalalBytes Research | October 7, 2026 | NSE: BSE (listed on NSE only)

Companion to the BSE Ltd investment report (76/100, Selective Positive). This piece grades the business against the five-pillar
engine: Sunrise, Leadership, Moat, Iron Fortress, and Free Cash Flow.

Reference price: Rs 3,356 (NSE, October 7, 2026). Four pass, one partial.

Grades at a glance

Pillar Grade

Sunrise (financialization of savings) PASS

Leadership PASS

Moat PARTIAL

Iron Fortress PASS

Free Cash Flow PASS

Overall fit verdict: four pass, one partial. BSE clears the five-pillar compounder bar: a superbly run toll

booth in a structural sunrise with a fortress balance sheet and elite cash conversion, whose durability edge

(the moat) belongs mostly to its bigger rival and whose growth dial sits partly in the regulator's hands. Full

investment report score: 76/100, Selective Positive.
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Pillar 1: Sunrise, PASS

GRADE: PASS

The tailwind is the financialization of Indian savings, and it is structural, not cyclical. Demat accounts have

multiplied, SIP flows into mutual funds run monthly in the tens of thousands of crores, the primary market

is at record scale (99 mainboard IPOs raised Rs 1.65 lakh crore in FY26), and equity derivatives

penetration as a share of GDP is far below developed markets. Every one of these trends feeds an

exchange's toll booth: listings, trading, clearing, data, and distribution.

Three company-specific gusts strengthen the read:

First, BSE is taking share from a standing start in the fastest-growing slice of the market. Index-options

premium turnover share went from near zero at end-FY23 to about 27% in October 2025, and average

daily premium turnover hit Rs 19,522 crore in FY26 (+118% YoY). The junior exchange is growing faster

than the market it serves.

Second, the platform assets have independent runways. StAR MF handles 85%+ of exchange-based MF

transactions and 7 crore+ monthly transactions, and the December 2025 MoU with the Department of

Posts (1.64 lakh post offices) extends distribution at near-zero marginal cost. BSE SME has 501 listed

companies. India INX sits at GIFT City for offshore flow.

Third, the competitive field validates the sunrise: NSE is listing at an implied Rs 5 lakh crore valuation,

CDSL trades at 57x earnings, MCX at 61x. When every adjacent financial-infrastructure asset commands

a growth multiple, the sunrise is real.

The honest caveat: sunrise does not equal volume immunity. SEBI has shown it will sacrifice derivatives

growth for investor protection, and it controls the single biggest variable in BSE's P&L.; But the pillar tests

the industry, not the regulator, and the industry passes.
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Pillar 2: Leadership, PASS

GRADE: PASS

Sundararaman Ramamurthy is the rare operator who built the thesis himself. MD and CEO since January

2023 (ex-COO of Bank of America India, ex-senior NSE executive), he relaunched Sensex options in May

2023 with a differentiated 30-share contract and expiry design, then navigated the SEBI single-expiry

regime and the September 2025 expiry-day swap without losing momentum. BSE's equity-options

premium share went from about zero to about 22% in his tenure; the stock went from a pre-bonus

equivalent of about Rs 182 to Rs 3,356. That is the "did they do what they said" test from the engine,

answered with numbers.

His regulatory posture is equally important: he has described Indian regulation as co-created with SEBI

through working groups and consultation, and he publicly defended BSE's compliance stance when the

SEBI chairman floated extending options contract tenors. For a business whose regulator is its largest

stakeholder, tone is strategy.

Deductions, honestly stated: the September 10, 2026 cash-partition outage (9:42 to 10:08 am on a Sensex

expiry day, with option premiums freezing and orders failing across brokers) is an operational yellow flag;

for an exchange, technology is the product. And no public record of a CEO term extension was found in

2025-2026, a minor open item to verify against the FY26 annual report. Neither overturns the pass: three

years of building, one owned turnaround, one executed regulatory transition. PASS.



© DalalBytes Educational purposes only, not financial advice. 4

Pillar 3: Moat, PARTIAL

GRADE: PARTIAL

This is the pillar where honesty costs the most. BSE has a genuine regulatory moat: a SEBI license to run

one of India's two equity exchanges, a 150-year-old brand, the Sensex franchise, the listing franchise

(5,600+ companies, the largest listed-company count of any exchange globally), and the wholly owned

ICCL clearing subsidiary. Exchange businesses have textbook network effects: liquidity attracts liquidity.

But BSE is the junior in the duopoly, and the numbers are blunt. NSE handles about 93.6% of equity cash

volume and about 99% of equity derivatives notional; even in premium turnover, where BSE has made its

stand, the split is roughly 73 to 76% NSE against 24 to 27% BSE. Network effects accrue to the leader,

and in Indian equities the leader is NSE by an order of magnitude.

BSE's moat is therefore best described as "licensed to compete in a duopoly with a real second franchise":

the Sensex brand, the listing annuity, StAR MF's distribution, and the CDSL stake are genuine assets, but

the core trading moat belongs to NSE. If BSE's premium-turnover share holds above 25% and the

cash-market share starts moving from 7 to 8% toward double digits, this pillar upgrades. Today: PARTIAL.
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Pillar 4: Iron Fortress, PASS

GRADE: PASS

The cleanest pillar in the set. Almost debt free. Net worth about Rs 7,547 crore as of June 2026 against a

market cap of Rs 1,36,886 crore. ROCE 60%, ROE 46% (3-year average 36.1%). The exchange business

collects transaction charges upfront and pays out later, so working capital is structurally negative. Cash

flow from operations ran at 108% of operating profit in FY26, which means the reported profit is cash, not

accruals.

The fortress has a second wall most investors underweight: the roughly 15% stake in CDSL, carried as a

strategic investment and valued by brokers as a separate SOTP leg. BSE founded CDSL in 1999; the

stake survived SEBI's ownership caps and successive divestments, and it is worth a meaningful fraction of

the market cap at CDSL's own 57x multiple.

Capital allocation has been shareholder-friendly: 13 dividends since the 2017 listing, buybacks in 2019

and 2023, a FY25 special dividend for the 150th year. Dividend payout was 16% in FY26, conservative for

a business that cannot reinvest at these returns at scale, which is the right problem to have. PASS, no real

deduction.
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Pillar 5: Free Cash Flow, PASS

GRADE: PASS

An exchange is the closest thing to a software business in financial infrastructure: the marginal trade costs

nearly nothing. FY26 free cash flow was Rs 2,589 crore against net profit of Rs 2,487 crore, a conversion

above 100%. Capex is trivial relative to revenue; the business scales on technology spend, not steel.

The trajectory is the point. Operating margin went from 34% (FY23) to 68% (FY26) as derivatives revenue

scaled, and Q1 FY27 held 67% at record revenue. Every incremental rupee of transaction charges, the Rs

1,328 crore line in Q1 FY27, falls almost entirely to profit. That is why the stock rerated: not multiple

expansion on hope, but earnings compounding on operating leverage.

The watch item, stated plainly: this FCF profile is downstream of derivatives volumes, which are

downstream of SEBI. A 20 to 30% volume dent from a new regulatory measure would flow straight through

to free cash flow at these margins. The pillar grades the machine, and the machine is superb; the regulator

is graded under risks, where it belongs. PASS.
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Summary
• Pillar 1. Sunrise: PASS, financialization of Indian savings; BSE growing faster than the market in its

chosen slice; adjacent assets all command growth multiples

• Pillar 2. Leadership: PASS, Ramamurthy built the derivatives turnaround from zero and navigated

the SEBI regime change; the September 2026 expiry-day outage is the yellow flag

• Pillar 3. Moat: PARTIAL, licensed duopoly but junior: NSE owns 93.6% of cash and ~75% of

premium turnover; the Sensex brand, listing franchise, StAR MF, and CDSL stake are real but

secondary

• Pillar 4. Iron Fortress: PASS, debt free, 60% ROCE, 46% ROE, negative working capital, 15%

CDSL stake as a second wall

• Pillar 5. Free Cash Flow: PASS, FY26 FCF Rs 2,589 crore at >100% conversion, 68% operating

margins, trivial capex

Four of five pass. The engine's read: this is a superbly run toll booth in a structural sunrise with a fortress

balance sheet and elite cash conversion, whose durability edge (the moat) belongs mostly to its bigger

rival and whose growth dial sits partly in the regulator's hands. That matches the investment report's

76/100 Selective Positive: back the business, be selective on the price.

What changes the grade: Moat upgrades to pass if premium-turnover share holds above 25% through a

full SEBI cycle and cash-market share moves into double digits. Leadership downgrades on a second

technology outage or a disorderly CEO transition. Iron Fortress or FCF downgrade if the company lever up

or if a SEBI measure structurally impairs derivatives volumes.
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• Hindu BusinessLine (May 2026 derivatives turnaround; May 7, 2026 FY26 results; March 2026 SGF

norms; November 2019 CDSL sale)

• Mint (October 2025 expiry swap and CEO interview; May 2026 Q4 results; 2025 fortnightly expiry

discussion)

• DSIJ and MarketsMojo, Q1 FY27 results (August 2026)

• 7globe, JPMorgan upgrade on CAS (September 2026)

• Tezzbuzz, September 10, 2026 outage

• Univest and Tickertape, valuation peers (October 2026)

• Multibagg.ai and Livemint, NSE IPO

• Bizzbuzz, Department of Posts MoU (December 2025)

• Full source list in the companion investment report and the research memo filed in hidden_files.


