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The article is devoted to the study of the peculiarities of the stock exchange in
Bulgaria, the actual issue of the stock exchange development in the context of
the global crisis and the war between Ukraine and Russia. The stock market is an
integral and important component of the financial system of the modern market
economy. The most important prerequisite for its sustainable development
and effective functioning is a favorable economic situation in the country,
an extensive network of stock exchanges and a high degree of confidence in
exchange instruments on the part of companies and the population. The article
investigates and analyzes the current trends of the stock exchange in Bulgaria,
as well as its further development and prospects. Securities trading in Bulgaria
is a relatively young sphere and the number of market participants is still
growing. Therefore, it is quite appropriate and relevant to consider the problems
and prospects for the development of this type of trade in Bulgaria. The article
defines the turnover of the markets organized by the Bulgarian Stock Exchange,
their features and the number of users. The essence of the concept of “Regulated
Market” and the history of its origin in Bulgaria are considered. The main indices
on the Bulgarian Stock Exchange and the functions of the regulated market in
the country are indicated. The main problems of securities trading are identified,
including the war in Ukraine, supply chain problems caused by the COVID-19
pandemic. The movement of indices in the analyzed period is determined and
substantiated. The vector of development and further actions of the Bulgarian
Stock Exchange are indicated. Conclusions are drawn on the existence of a
regulated market in Bulgaria, on trends in securities trading in 2022.
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Korouosi ciioBa:

(donmoBa Oipka, bosrapis, iHIeKC,
peryabOBaHM PUHOK, TCHICHIIIT,
PHHOK KamiTaimy

CrarTs MpUCBIYCHA TOCITIPKEHHIO 0coOnmmBocTei Oipxi B bonrapii, akryamsHOMY
MUTaHHIO PO3BUTKY (POHIOBOT OipiKi B yMOBaX CBITOBOI KPU3H Ta BiiHM YKpaiHu 3
Pociero. ®oH10BUIT pUHOK € HEB1I’€MHOIO Ta BaXKJIMBOIO CKJIaJ0BOIO (hiHAHCOBOT
CHCTEeMH Cy4YacHOI PHHKOBOi €KOHOMIKHM. HaliBa)kIMBINIOWO repesxyMoBOrO Horo
CTaJIOTO PO3BUTKY Ta €(heKTHBHOTO (DYHKI[IOHYBAHHS € CIPUATINBA €KOHOMIUHA
CUTyallisg B KpaiHi, po3ramxykeHa Mepeka (poHTOBUX Oip)K Ta BUCOKHHA CTYIiHB
JOBipH 110 Oip’KOBHMX IHCTPYMEHTIB 3 OOKy KOMITaHiif Ta HacemeHHS. B crarTi
JIOCITI/DKEHO Ta MPoaHali30BaHo cydacHi TeHaeHuil honmaoBoi Oipxki B bonrapii,
a TaKoX i1 MOAaJIbIIMK PO3BUTOK Ta TMepCreKTHBU. TOpriBisl IIIHHUMU TarnepamMmu
B bonrapii BizHOCHO Mojonma cdepa Ta KUIBKICTh YYaCHHKIB PHHKY, e Oyae
3poctari. ToMy IOCHTH JOLUIBHO Ta aKTyalbHO PO3IISIHYTH IpOOIEeMH Ta
MIEPCIICKTHBH PO3BUTKY TaKOTO BUAY TOpTiBii B bomrapii. B crarTi Bu3HaueHO
000poT pHHKIB, opraHizoBaHnx bonrapcrkoio @onmoBoro bipkero, iX 0coOMUBOCTI
Ta KUJIBKICTh KOpUCTYBauiB. Po3misiHyTo CcyTHiCTh TOHSTTS ‘“‘PeryiaboBanoro
pHHKY” Ta icropito Horo BUHMKHEeHHs B bosnrapii. 3a3HaueHi OCHOBHI 1HJEKCH
Ha bBonrapceekiii ¢onmoBiit Oipxi Ta (QyHKIIT peryiboBCHOTO PUHKY B KpaiHi.
BusiBiieHO OCHOBHI MPOOJIEMH TOPTiBII IIHHUMHM TIallepaMu, cepesl KX BiiHa
B VYKpaiHi, mpoOieMu 3 JAHIIOTAMH [OCTAa4aHHS, CHPUYHHEHI IMTaHAECMi€I0
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COVID-19. BusnadyeHo Ta OOTpYHTOBAaHO PyX iHACKCIB B aHAJi30BaHUI MEpioz.
3a3Ha4eHO BEKTOP PO3BHUTKY Ta mopmanbmii mii bomrapcekoi @onmoBoi bipiki.
3po0aeH0 BUCHOBKHM MO0 iCHYBaHHS PErylbOBaHOTO pUHKY B bomrapii, mpo
TEHJICHIIIT TOPriBJIi IIHHUMHE nanepamu B 2022 porii.

Problem formulation

The stock market is an integral and important element
of the financial system of a modern market economy. The
main prerequisite for its sustainable development and
effective functioning is a favorable economic situation in
the country, a widespread network of stock exchanges, and
a high level of confidence of enterprises and the population
in stock market instruments. However, nowadays in
Bulgaria, as well as in the whole world, the financial market
is functioning in an unstable condition due to financial and
political factors, the war in Ukraine, as well as low activity
of market participants.

Analysis of latest research and publications

The scientific sphere of interests of such Bulgarian
economists as Y. Yordanov, S. Simeonov, B. Lomev,
I. Ivanov, B. Bogdanova, and others is the study of
the peculiarities of the formation, development, and
functioning of the Bulgarian stock market. However, given
the current state of the stock market in the world, the issues
of assessing the current state and finding problems that
hinder the functioning of the stock market and ways to
solve them, taking into account the factors of the market
environment, are relevant and require further research.

Goals formulation

The purpose of the article is to analyze the main trends
in the development of the capital market and to study the
main risks and uncertainties faced by the Exchange.

Outline of the main material of the research

The Bulgarian Stock Exchange (BSE) is a joint stock
company licensed by the State Commission for Securities
and Stock Market (currently these regulatory functions
are under the jurisdiction of the Financial Supervision
Commission) to operate a stock exchange in the country.
The authorized capital of the company itself is BGN
6.5 million.

According to Bulgarian legislation, a Regulated Market
is a multilateral system organized and/or operated by
a market operator that satisfies or facilitates the interests of
third parties in the purchase and sale of financial instruments
through the system and by its non-discretionary rules
in a manner that leads to the conclusion of a contract in
respect of financial instruments admitted to trading under
its rules and/or systems, licensed and operating regularly
per the requirements of the law and regulations [5].

The Bulgarian capital market emerged at the beginning
of the 20th century. The first Stock Exchange Act was
adopted in 1907 and regulated the structure and activities
of stock and commodity exchanges in the country. The
Sofia Stock Exchange started its real activity in January
1918, initially trading shares of 21 companies. In 1947
the Sofia Stock Exchange was liquidated by law. The
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Bulgarian capital market resumed its existence with the
adoption of the Commercial Act in 1991. The Bulgarian
Stock Exchange in its present form was established in 1995
after the merger of the Plovdiv Stock Exchange, the Black
Sea Stock Exchange, the Danube Stock Exchange, and
the Sever Stock Exchange with the First Bulgarian Stock
Exchange (founded in 1991) [1].

Over the years, several indices have been created on
the Bulgarian Stock Exchange, and today there are four
of them:

— SOFIX — the first index on the BSE was launched
in 2000 and reflects the current total capitalization of the
listed companies compared to the previous day;

— BG40 — started to be tracked five years later and
includes share issues of the 40 most traded companies on
the BSE for the last six months;

— BGREIT - reflects the market capitalization of real
estate companies;

— BGTR30 — includes shares of 30 companies and
reflects their dynamics, while each of the represented
companies has equal weight for the index.

The main aspiration of the BSE for investors is to
ensure equal access to market information and equal
conditions for participation in securities trading, and for
Bulgarian businesses — to establish the stock exchange
as a key instrument in the economy in search of sources
of financing.

To invest in shares of a Bulgarian company, the latter
must be listed on the BSE. Each stock exchange, including
the BSE, has an administrative address, but today the
markets are interconnected not by physical location, but
by electronic networks that allow investors to conduct
transactions entirely online, increasing the speed of trading
and reducing the cost of buying and selling securities.

Demand and supply on the BSE, as on all stock
exchanges, are formed under the influence of many
different factors, which, as on all other free markets, affect
the price of shares.

As a rule, not all transactions on the BSE necessarily
take place on the exchange. Some trades take place on the
so-called “over-the-counter market”, which is often used
for registration of pre-arranged deals, tender offer deals,
repo transactions, etc.

In any case, according to Bulgarian legislation, the
regulated market must implement appropriate measures
and procedures:

1. Identification, prevention, and termination of
possible negative consequences for the regulated market
or its members or participants arising from conflicts of
interest and, in particular, when they may impede the
proper performance of the regulated market functions
on the one hand and the interests of the market operator,
respectively the regulated market, on the other hand.

2. Management of risks related to the functioning of
the regulated market, identification of significant risks
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for the proper functioning of the regulated market, and
mitigation of these risks.

3. Ensuring proper management of technical
operations of the regulated market system, including
taking effective measures to manage the risk of system
failure.

4. Establishing transparent and non-discretionary rules
to ensure fair and orderly trading and objective criteria for
the efficient execution of orders to conclude transactions in
financial instruments.

5. Ensuring efficient and timely settlement of
transactions concluded on the regulated market.

6. Detection and prevention of manipulation of the
financial instruments market [5].

For the period January 2022 — October 2022, the
turnover of the Bulgarian Stock Exchange (BSE) increased
by 75.84 percent compared to the same period in 2021 and
reached BGN 754 million. The change in the number of
transactions for the period from January 2022 to October
2022 compared to the same period of the previous year is
an increase of almost 42 percent.
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Having analyzed the 3rd quarter of 2022, we can note
that the turnover of the markets organized by the BSE in
the third quarter of 2022 amounted to BGN 177.001.948.
This compares to BGN 141.449.233 in the third quarter
of 2021, representing an increase of 25 %. This is mainly
due to an increase in the turnover of the BSE by almost
19 times. An increase of 5 % was observed in the main
market and a drop of 36 % in the alternative market. The
lowest turnover was in September — BGN 55 million, and
the highest — in July — BGN 66 million.

In the third quarter of 2022, the “Financial and
insurance activities” sector traditionally ranks first in
the ranking with BGN 63 million (in Q3 2021 — BGN
92 million) and accounts for 56 % of the total turnover. As
can be seen from the table below, the ranking is followed
by the “Manufacturing” sector with a share of 17 % and the
“Professional activities and scientific research” sector with
a share of 12 % of the total turnover for the quarter.

The sector “Trade; repair of motor vehicles and
motorcycles” ranks fourth with a turnover of BGN 7
million and 6 % of the total turnover.

Table 1
Sector Make deals Traded lots Turnover (BGN)

Financial and insurance activities 9549 15474 320 62 627 040
Processing industry 3258 3595388 19 586 493
Professional activities and scientific research 2572 2241773 13 179 254
Trade; repair of motor vehicles and motorcycles 825 1671715 6917 782
Real estate operations 257 468 629 5085 633
Production and distribution of electricity and thermal energy and gaseous fuels 41 1125923 2542 148
Culture, sports and leisure 588 60 756 1030 282
g:g;ﬁﬁ (iltsiie;r;nnatlon of information and creative products; 38 256 098 550 504
Transportation, storage and mail 94 34 234 442 939
Construction 52 41 501 306 710
Source: [2]

B Financial and insurance activities

H Professional activities and scientific research
M Real estate operations

M Culture, sports and entertainment

M Transportation, storage and mail

Source: [2]

M Processing industry

W Trade; repair of motor vehicles and motorcycles
m Production and distribution of electricity
M Creation and distribution of information

H Construction
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The fifth place in the ranking is occupied by the “Real
estate operations” sector with a turnover of BGN 5 million
and a share of 5 % of the total turnover.

Considering new issuers, retired issues, and capital
increases, it can be noted that in Q3 2022 the number of
new issues of financial instruments admitted to trading
was 5, compared to 102 in the corresponding quarter of
2021 (due to the inclusion of BSE International). The new
issues included one equity issue on the standard market,
two bond issues, and one exchange-traded product issue.

Six issues were deregistered, including one bond
issue, one government securities issue, two share issues
on the Main Market, and two share issues on the BSE.
This compares to 12 issues of financial instruments
that were deregistered in the corresponding quarter
of 2021. Four companies increased their capital in the
reporting quarter.

However, the military conflict between Russia and
Ukraine, which is causing turmoil in the world’s leading
financial markets, and supply chain problems caused by
the COVID-19 pandemic, are exacerbating the problem.
Economic sanctions against the Russian Federation have
been imposed by the European Union, the United States,
and other countries. This conflict and related economic
sanctions affect both the local economies of individual
countries and the global economy, leading to a significant
increase in oil, gas, and other raw materials prices, as
well as increased inflation at the global level, which is
undoubtedly reflected in the levels of indices.
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The graphs below show that the movement of
the indices was similar, only BGREIT changed in
a different form due to the type of companies that make
up the index.

The BGBX40 decreased the most in percentage
terms — by 4.95 % (7.13 points). BGTR30 decreased
by 3.93 % (29.08 points), and the value of the SOFIX
index decreased by 4.14 % (25.35 points). The BGREIT
index decreased by 0.99 % (1.78 points) during this
period.

Despite these upheavals, we can note that the Bulgarian
Stock Exchange (BSE) in autumn announced a partnership
with one of the world’s leading providers of data and
infrastructure for financial markets — Refinitiv, a member
of the London Stock Exchange group. Refinitiv will
manage and provide data on the sustainable performance
of Bulgarian public companies. This data, in the form of
ratings, will be used to select companies for inclusion in
the future BSE ESG Index, the methodology of which is to
be adopted by the end of 2022.

BSE also allows Bulgarian public companies to
provide their ESG data through Oxygen, a dedicated
digital platform recently introduced by Financial Market
Services, a subsidiary of the Exchange.

In 2020, Refinitiv will debut Fund ESG Scores
to help drive the industry’s transition to sustainable
investing. The Refinitiv Deals Intelligence Sustainable
Finance League Table Rankings is the first and
only ranking to combine both sustainable products
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and sustainable companies, resulting in the most
comprehensive sustainability ranking known to the
market. As a member of the United Nations Global
Compact, Refinitiv is part of a community of more than
9.000 companies in 135 countries that are committed
to responsible business practices.

This event is important in the Bulgarian stock market, as
an important priority of the BSE is to expand international
contacts and relations with other exchange institutions
and organizations at regional, European and global levels.
BSE is a full member of the Federation of European Stock
Exchanges (FESE).

In November 2020, the Bulgarian Stock Exchange
was admitted to the United Nations Sustainable Stock
Exchanges Initiative (UN SSE). It is a United Nations
partnership program organized by UNCTAD, the
UN Global Compact, UNEP FI, and PRI. The vision of
UN SSE is to provide a global platform for exploring
how stock exchanges, in collaboration with investors,
companies (issuers), regulators, policymakers, and
relevant international organizations, can improve
their ESG (environmental, social, and corporate
governance) performance by promoting sustainable
investment, including financing within the framework
of the UN Sustainable Development Goals. The
organization seeks to realize this vision through
a comprehensive program of evidence-based policy
analysis, managing a multi-stakeholder network and
consensus-building forum, and providing technical
assistance and advice.
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Conclusions

In summary, the Bulgarian Stock Exchange -
Sofia AD (BSE) is a public company that provides banks,
investment intermediaries, management companies,
pension, and insurance companies, and other companies
or individual investors with the opportunity to buy
or sell shares of listed joint stock companies, special
purpose entities, investment funds, bonds, compensation
instruments, and other less popular financial instruments.
The main functions of the BSE are:

— Raising capital for business.

— Converting savings of the
investments.

— Promoting business growth.

— Distribution of business profits.

— Improvement of corporate governance.

— Creating investment opportunities for small investors.

— Barometer of the economy.

In the structure of trading on the BSE, the largest
share is occupied by the turnover of the Standard Equity
segment — 49.11 % (BGN 30.91 million), followed by
the share of turnover of the Alternative Market Equity
segment —20.44 % (BGN 12.87 million) and the MTF BSE
International segment — 18.31 % (BGN 15.52 million).

In October, BSE indices showed mixed and weak
changes compared to the previous month. The blue-chip
indices SOFIX and BGTR30 were up 0.40 percent and
0.04 percent, respectively. The broad benchmark index
BGBX40 and the sectoral index BGREIT were down
0.21 percent and 0.60 percent, respectively, year-on-year.

population  into
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