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Reply Form	
Call for evidence on the market structure of European equity markets. 


Responding to this Consultation Paper 
ESMA invites comments on all matters in this Consultation Paper and in particular on the specific questions summarised in Annex 1. Comments are most helpful if they:
respond to the question stated;
indicate the specific question to which the comment relates;
contain a clear rationale; and
describe any alternatives ESMA should consider.
ESMA will consider all comments received by 30 June 2026. 
All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’. 
Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
•	Insert your responses to the questions in the Consultation Paper in this reply form. 
•	Please do not remove tags of the type < ESMA_QUESTION_MSEM_0>. Your response 	to each question has to be framed by the two tags corresponding to the question.
•	If you do not wish to respond to a given question, please do not delete it but simply 	leave the text “TYPE YOUR TEXT HERE” between the tags.
•	When you have drafted your responses, save the reply form according to the following 	convention: ESMA_CP1_ MSEM_nameofrespondent. 
	For example, for a respondent named ABCD, the reply form would be saved with the 	following name: ESMA_CP1_ MSEM_ABCD.
•	Upload the Word reply form containing your responses to ESMA’s website (pdf 	documents will not be considered except for annexes). All contributions should be 	submitted online at www.esma.europa.eu under the heading ‘Your input - 	Consultations’.

Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise.  Please clearly and prominently indicate in your submission any part you do not wish to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
Data protection
Information on data protection can be found at www.esma.europa.eu under the heading ‘Data protection’.
Who should read this paper?
This paper is primarily addressed to all financial market participants, including trading venues and investment firms, as well as to asset management, data reporting service providers, trade associations, issuers and other stakeholders involved in financial regulation, investor education, and retail investment market developments.


General information about respondent
	Name of the company / organisation
	Bulgarian Stock Exchange AD (BSE)
	Activity
	Trading Venues
	Are you representing an association?
	☐
	Country / Region
	Bulgaria


Questions
1. Do you agree with the description of the market structure summarised in Figure 1 for the purpose of the study in sections 3 and 4 based on transaction reporting data? If not, could you provide an alternative description that you consider more adapted to the reality of the European trading landscape for shares?
<ESMA_QUESTION_MSEM_1>
BSE broadly agrees that Figure 1 is a useful overview, but the transaction-reporting categories do not always reflect the economic nature or genuine addressability of trades, notably for NT3, TNCP and SI-OTC activity. Opening and closing auctions should be separated from FBAs, and price-forming closing auctions should be distinguished from trade-at-close mechanisms. A dedicated post-trade flag for trades executed at or by reference to the official closing price would improve the analysis.
<ESMA_QUESTION_MSEM_1>

1. Do you have any insights on the XOFF transactions reported by investment firms who also act as an SI (SI-OTC trades)?
<ESMA_QUESTION_MSEM_2>
BSE does not have transaction-level data to assess SI-OTC trades. ESMA should verify whether XOFF was correctly applied and whether the transactions were technical or non-price-forming, or represented genuine client-order execution, before classifying them as addressable liquidity.
<ESMA_QUESTION_MSEM_2>

1. Do you agree with the general trends identified regarding on-book vs. off-book trading, and addressable vs. non-addressable liquidity? What other trends do you consider relevant, also in terms of competitive pressures? 
<ESMA_QUESTION_MSEM_3>
BSE agrees with the broad trends, but considers the key issue to be the declining share of trading that contributes directly to transparent price formation. In smaller markets, continued migration from lit order books to mechanisms that reference prices formed elsewhere may weaken market depth and create an uneven competitive balance. Closing auctions should be assessed separately because they form the official closing price.
<ESMA_QUESTION_MSEM_3>

1. Do you have any concerns on the impact of the identified trends on the general functioning of the EEA markets for shares? In your view, what are the implications of the relative decreasing trend in trading on CLOB for the effective price formation in the EEA markets for shares? What are the implications on price formation should this trend persist or even accelerate?
<ESMA_QUESTION_MSEM_4>
The decline in CLOB trading is a concern, particularly for smaller and less liquid markets. Reduced displayed depth may make reference prices less representative and less resilient during volatility, while other mechanisms continue to rely on those prices. ESMA should assess depth, spreads, price impact and recovery, and should avoid relying only on EEA-wide turnover shares.
<ESMA_QUESTION_MSEM_4>

1. As the choice of trading facility has increased, it is important for ESMA to understand why market participants are choosing the execution facilities that they do. What are the drivers that you consider most relevant when choosing on which execution venue and with which execution method to trade?
<ESMA_QUESTION_MSEM_5>
The main drivers should be total execution cost, available liquidity and depth, execution probability and speed, market impact, information leakage, and clearing and settlement certainty. Routing decisions should reflect the characteristics of the order and a demonstrable benefit to the end-investor. Marginal price improvement against a reference price formed on another venue should not, by itself, justify systematic diversion of executable flow from transparent markets.
<ESMA_QUESTION_MSEM_5>

1. What are your experiences with regard to gaining access to liquidity? To what extent are you, either directly or via a broker, able to access liquidity on relevant trading venues or relevant systematic internalisers? If not, please explain what stands in the way of gaining such access. 
<ESMA_QUESTION_MSEM_6>
As a trading venue operator, BSE does not route client orders and therefore cannot assess access in the same way as an investment firm. Access to BSE markets is provided on transparent and non-discriminatory terms. By contrast, access to SI liquidity may depend on bilateral onboarding, client segmentation and commercial arrangements, which can reduce comparability and make the effective accessibility of that liquidity difficult to assess.
<ESMA_QUESTION_MSEM_6>

1. If you are an issuer, how do you see these market developments? Do you consider this an attractive environment for listing? If not, why?
<ESMA_QUESTION_MSEM_7>
BSE is both an issuer and a listing venue. From this perspective, the attractiveness of public listing depends significantly on reliable price formation, visible liquidity and access to a broad investor base. Increasing fragmentation into less transparent execution channels may weaken market visibility, increase the liquidity discount and make subsequent capital raising more difficult. BSE therefore considers the listing environment attractive where the market structure supports transparent trading, efficient price discovery and sufficient secondary-market liquidity.
<ESMA_QUESTION_MSEM_7>

1. What conclusions would you draw from the distribution of liquidity across EEA ISINs? Do you identify any policy recommendations in this context, with a view to enhancing price formation while ensuring a level playing field across different types of venues? Do you have explanations for the high share of OTC trading observed in the ISIN’s of some jurisdictions?
<ESMA_QUESTION_MSEM_8>
The distribution of liquidity varies significantly across EEA markets, and EEA-wide averages should not be the sole basis for policy conclusions. In smaller markets, concentrating liquidity in a transparent primary order book may be necessary to maintain sufficient depth and reliable price formation. Regulation should therefore avoid creating incentives for the unnecessary fragmentation of already limited liquidity.
A more granular breakdown by ISIN, execution and publication venue, SI status, trade count and trade size would be required before firm conclusions can be drawn. More generally, economically comparable execution mechanisms should be subject to equivalent transparency and regulatory requirements, so that order flow is not diverted from transparent markets without a demonstrable benefit to investors.
<ESMA_QUESTION_MSEM_8>

1. What is your view on the evolution of dark trading on EU trading venues? Are there any structural shifts that you noticed, which you believe should be further monitored?
<ESMA_QUESTION_MSEM_9>
BSE broadly agrees that venue-based dark trading has remained relatively stable. However, the current metrics do not capture all execution taking place without pre-trade transparency, notably transactions executed under the negotiated trade waiver. BSE therefore supports a broader and harmonised definition of dark trading covering all non-pre-trade-transparent execution.
BSE identifies the increasing routing of retail and standard-sized order flow towards dark and bilateral execution mechanisms as a concerning structural shift. Such orders are generally capable of interacting on transparent multilateral order books, where they contribute to displayed liquidity, competition and price formation. Their migration to non-transparent channels may weaken lit markets and increase reliance on prices formed by a progressively smaller pool of visible orders.
Dark and bilateral mechanisms, including SIs, should complement transparent markets where they provide a clear and demonstrable execution benefit, rather than become a general substitute for lit execution of retail and standard-sized flow. Economically comparable order flow should be subject to equivalent transparency, pricing and execution conditions, with the objective of preserving transparent price formation and a level playing field.
<ESMA_QUESTION_MSEM_9>

1. What concerns/issues do you highlight at this stage? Do you see a need for specific regulatory interventions also in consideration of evidence available regarding practices related to dark trading functionalities (please provide details)?
<ESMA_QUESTION_MSEM_10>
BSE recognises that non-lit execution may provide legitimate benefits for large or market-sensitive orders by reducing market impact, limiting information leakage and increasing execution certainty. However, such benefits should be demonstrable and linked to the characteristics of the individual order.
BSE is concerned where dark or bilateral execution mechanisms, including SIs, execute average trade sizes comparable to those observed on lit venues. This may indicate that these mechanisms are increasingly substituting for, rather than complementing, transparent markets. The slicing of larger orders into smaller executions should not, in itself, justify routing those orders away from lit order books, where they could interact with a broader range of market participants and contribute to price formation.
BSE therefore supports more granular monitoring of dark and bilateral activity, including trade size, price improvement, execution quality and the contribution of each mechanism to price formation. A review of the waiver and volume-cap framework may be appropriate where economically comparable forms of non-transparent trading are not subject to equivalent requirements, with the objective of preserving transparent price formation and a level playing field.
<ESMA_QUESTION_MSEM_10>

1. What is your view on the evolution and effects of trading in closing auctions on the EU markets? Do you agree with the presented rationale for trading in closing auctions or do you consider other drivers more important for explaining the growth and increasing significance of closing auctions trading?
<ESMA_QUESTION_MSEM_11>
BSE agrees that closing auctions perform a central function in EU equity markets, both as a concentrated end-of-day liquidity event and as the mechanism producing the official closing price. This price is widely used for benchmark calculations, fund valuations, index replication and derivatives settlement, creating sustained demand for execution at the close.
The continued importance of closing-auction trading is also consistent with the expansion of passive and index-tracking strategies. Large institutional investors may prefer to execute at the close, where liquidity is concentrated and the market impact of sizeable orders may be reduced.
BSE therefore broadly agrees with ESMA’s assessment. However, price-forming closing auctions should be clearly distinguished from trade-at-close mechanisms that execute at a price determined elsewhere and do not contribute directly to its formation. Changes in the share of closing-auction activity should also be assessed in light of volatility, index-rebalancing events and intraday liquidity conditions.
<ESMA_QUESTION_MSEM_11>

1. What is your view on the effects of alternative closing mechanisms offered by MTFs and SIs?
<ESMA_QUESTION_MSEM_12>
Alternative closing mechanisms may provide execution choice, but many depend on the official closing price formed on the primary market. If they divert orders from the price-forming auction, they may reduce the depth and robustness of that price. In order to enhance transparency, BSE supports the introduction of a harmonised EU post-trade transparency flag identifying trades executed at or by reference to the official closing price across all closing mechanisms.
<ESMA_QUESTION_MSEM_12>

1. What will be in your view the effects of 24h/ extended trading ours on closing auctions?
<ESMA_QUESTION_MSEM_13>
Extended trading may redistribute some liquidity and increase fragmentation, especially in thinner markets. Nevertheless, the closing auction should remain central while the official close continues to be used for valuation, benchmarking and settlement. Any extension of trading hours should be assessed against its effect on auction depth, participation and the quality of the closing price.
<ESMA_QUESTION_MSEM_13>

1. Are there any structural shifts that you noticed, which you believe the competent authorities should monitor? Would you like to highlight any concerns/issues at this stage? Do you see a need for specific regulatory interventions (please provide details relating them possibly to the data and observations available)?
<ESMA_QUESTION_MSEM_14>
BSE does not currently identify a need for prescriptive intervention in closing-auction design. Competent authorities should, however, monitor the migration of trading at the official close to alternative mechanisms and its effect on the primary auction. Improved post-trade identification of closing-price trades would provide the evidence needed for any future action.
<ESMA_QUESTION_MSEM_14>

1. What is your view on the evolution of trading in FBAs on EU markets? Why are those mechanisms gaining traction in your view? Which are the benefits and shortcomings they offer? (please elaborate)
<ESMA_QUESTION_MSEM_15>
<ESMA_QUESTION_MSEM_15>

1. Do you have any particular observations as regards the impact of SVC on FBAs?
<ESMA_QUESTION_MSEM_16>
<ESMA_QUESTION_MSEM_16>

1. Are there any emerging structural shifts which you believe would warrant closer monitoring? (please elaborate)
<ESMA_QUESTION_MSEM_17>
<ESMA_QUESTION_MSEM_17>

1. What is your view regarding the contribution of FBAs to price formation and transparency? Should those mechanisms be generally considered as price forming/ non price forming or this assessment should be done on a case-by-case basis depending on the specific design of the auction? (please elaborate, supplementing your views with data evidence when available)
<ESMA_QUESTION_MSEM_18>
<ESMA_QUESTION_MSEM_18>

1. Please highlight any concerns/issues you may have at this stage. Do you see a need for specific regulatory interventions, particularly regarding the tick size regime and its application to transactions and periodic auctions (please provide details)?
<ESMA_QUESTION_MSEM_19>
Economically comparable execution mechanisms should be subject to consistent tick-size principles. Differences should be justified by the design and price-formation role of the mechanism, not by venue type. ESMA should provide clear, harmonised guidance to prevent regulatory arbitrage while preserving legitimate auction innovation.
<ESMA_QUESTION_MSEM_19>

1. What is your view on the evolution of trading of SIs on the EEA markets? What are the main drivers of their growth?
<ESMA_QUESTION_MSEM_20>
BSE considers the continued growth of SI trading to be a material development in the EEA equity market structure. The available data indicate both an increasing share of turnover executed through SIs and a broader presence of active SIs. These trends should nevertheless be interpreted cautiously, given the acknowledged limitations in transaction reporting and the application of SI-related flags.
A significant driver may be the unequal regulatory treatment of midpoint execution. SIs may execute orders of any size at the midpoint of the prevailing bid and offer, whereas regulated markets and MTFs may generally execute off-tick at midpoint only where the applicable size conditions are met. This asymmetry may incentivise the routing of order flow away from transparent venues for regulatory rather than execution-quality reasons.
BSE is particularly concerned that SI activity extends beyond genuinely large or market-sensitive orders and increasingly includes small and standard-sized transactions. Such orders could normally interact on transparent, multilateral order books and contribute directly to liquidity and price formation.
The argument that larger orders must be divided into smaller executions also requires closer examination. Where the resulting child orders are economically suitable for lit execution, it should be assessed why they are retained within the SI instead of being exposed to a broader range of market participants.
Bilateral execution may be justified where it addresses a specific client need or provides a demonstrable execution benefit. It should not, however, enjoy more favourable execution parameters as a general channel for order flow that could otherwise be executed on transparent markets. BSE therefore supports a thorough review of SI execution practices and considers that economically comparable order flow should be subject to equivalent regulatory conditions, with the objective of preserving transparent price formation and a level playing field.
<ESMA_QUESTION_MSEM_20>

1. Does this picture reflect the trends you observe in SI trading? Do SI offer trading for both large and small sizes? Do these different trade size reflect different types of clients / SI businesses?
<ESMA_QUESTION_MSEM_21>
The data indicate that SIs execute both large and small trades, with a substantial number of small and standard-sized transactions. This may reflect different client segments and business models, but more granular information is needed on client type, effective price improvement, order-slicing practices and whether comparable execution was available on a lit venue.
Where SI execution competes directly with transparent markets for economically comparable order flow, the applicable regulatory and execution conditions should be equivalent. Bilateral execution should not benefit from more favourable pricing parameters, transparency requirements or other regulatory advantages unless these are objectively justified by the characteristics of the order and provide a demonstrable benefit to the client. This is important to preserve transparent price formation and ensure a level playing field between SIs and lit trading venues.
<ESMA_QUESTION_MSEM_21>

1. What is your perception of the application of price improvement by SIs? Does the data analysis reflect the reality, or do you believe that there are some data quality issues in the flagging of transactions subject to price improvement?
<ESMA_QUESTION_MSEM_22>
We note that the very limited use of the RPRI flag in the reported SI data appears difficult to reconcile with the emphasis that SI operators commonly place on price improvement as a key benefit of bilateral execution. This discrepancy warrants closer examination, as it makes it difficult for investors and supervisors to assess whether the claimed execution advantage is being delivered in practice.
The available evidence may indicate either that meaningful price improvement is less frequent than suggested, or that the current reporting and flagging framework does not capture it accurately. It is also possible that the improvement provided is often only marginal and does not represent a material benefit compared with execution against prices formed on transparent markets.
In BSE’s view, price improvement should not remain a broadly stated or self-assessed benefit. Where it is used to justify routing order flow to an SI, it should be clearly quantifiable, assessed against an observable and transparent benchmark, and sufficiently material to provide a genuine benefit to the client. The relevant information should also be reflected consistently in quotes and post-trade reports.
BSE therefore supports stronger and more harmonised requirements for SI reporting, including clearer RPRI flagging rules, greater data granularity and effective supervisory enforcement. Where SIs compete with lit venues for comparable order flow, claimed price improvement should be subject to equivalent standards of transparency and verification, so that bilateral execution does not obtain a regulatory or commercial advantage that cannot be independently demonstrated. This is necessary to support best execution, market integrity, transparent price formation and a level playing field.
<ESMA_QUESTION_MSEM_22>

1. Which flags do you consider important to identify certain trade related to SI trading?
<ESMA_QUESTION_MSEM_23>
Useful SI indicators should identify trade size relative to SMS, instrument liquidity, midpoint or off-tick execution, the existence and magnitude of price improvement, client category at an appropriately aggregated level, the SI's trading direction, intragroup activity and execution at the official closing price. Any removal of existing flags should be matched by equivalent analytical information.
<ESMA_QUESTION_MSEM_23>

1. What is your view on the evolution of SI trading on the EU markets? Are there any structural shifts that you noticed, or envisage, which you believe should be further monitored?
<ESMA_QUESTION_MSEM_24>
BSE recognizes the structural increase in SI activity, including in small trade sizes, alongside reduced reliance on continuous lit order books. Authorities should monitor market concentration, the quality of SI data, price improvement, midpoint execution and the migration of price-informative order flow. Targeted action may be needed if regulatory asymmetries continue to weaken transparent price formation.
<ESMA_QUESTION_MSEM_24>

1. Please highlight any concerns/issues you may have at this stage? Do you see a need for specific for regulatory interventions (please provide details possibly relating to the information and data available or observed)?
<ESMA_QUESTION_MSEM_25>
In general BSE's main concerns are the migration of small, price-informative flow from multilateral lit venues, insufficient visibility of SI activity and uncertainty over the execution benefit delivered to clients. Priority measures should improve SI reporting and flagging, ensure meaningful and verifiable price improvement, and apply comparable rules to economically comparable execution. Any intervention should remain proportionate and preserve legitimate bilateral execution for orders that genuinely require it.
<ESMA_QUESTION_MSEM_25>

1. Have you witnessed an increase in the use of benchmark trades? If so, what are the drivers of such increase on venue and on SI?
<ESMA_QUESTION_MSEM_26>
<ESMA_QUESTION_MSEM_26>

1. Should the use of transactions from multiple trading venues be allowed when calculating the benchmark?
<ESMA_QUESTION_MSEM_27>
<ESMA_QUESTION_MSEM_27>

1. When performing benchmark trades, on how many transactions is the calculation of the benchmark trade based (on average, min, max, liquid vs. illiquid instruments)?
<ESMA_QUESTION_MSEM_28>
<ESMA_QUESTION_MSEM_28>

1. To what extent SI take advantage of the provision in Article 15(3) of MiFIR? Please share any data you may be informative in this context to understand the extent to which SIs use this provision.
<ESMA_QUESTION_MSEM_29>
BSE has no direct visibility of the extent to which SIs rely on Article 15(3) of MiFIR. ESMA should obtain supervisory data identifying benchmark transactions executed under this provision, including the methodology, time window and number of observations used.
<ESMA_QUESTION_MSEM_29>

1. Would you be supportive of ESMA issuing guidance on benchmark trades? If yes, should it encompass quantifying the minimum requirements (e.g. minimum number of transactions to be included when calculating a benchmark price, minimum time period to cover).
<ESMA_QUESTION_MSEM_30>
<ESMA_QUESTION_MSEM_30>

1. Does member preferencing lead to unfair outcomes for end-investors, other members or the markets? Please explain, if possible on the basis of data.
<ESMA_QUESTION_MSEM_31> 
<ESMA_QUESTION_MSEM_31>

1. To what extent do you see evidence that member preferencing extends in practice beyond jumping the queue and may also violate price priority principles?
<ESMA_QUESTION_MSEM_32>
BSE does not have evidence allowing it to quantify the practice. However, any mechanism that permits a preferred member to trade ahead of a better-priced order would conflict with price priority and should not be permitted. Supervisory analysis should distinguish time-priority exceptions from any override of price priority.
<ESMA_QUESTION_MSEM_32>

1. Should member preferencing be (a) prohibited, (b) should there be rules restricting the practice, or (c) should nothing be done? If you suggest there should be rules (b), which rules would you suggest? Please explain.
<ESMA_QUESTION_MSEM_33>
<ESMA_QUESTION_MSEM_33>

1. What would be the consequence of prohibiting certain forms of member preferencing? Please explain, if possible on the basis of data.
<ESMA_QUESTION_MSEM_34>
<ESMA_QUESTION_MSEM_34>

1. Are you aware of other similar and common practices, for example on RFQs, where on venue competition is limited to the detriment of other investors or members? Please explain, if possible with data.
<ESMA_QUESTION_MSEM_35>
<ESMA_QUESTION_MSEM_35>

1. Do you agree with the above three approaches?
<ESMA_QUESTION_MSEM_36>
<ESMA_QUESTION_MSEM_36>

1. Do you agree with this first part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_37>
<ESMA_QUESTION_MSEM_37>

1. Do you agree with this second part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_38>
<ESMA_QUESTION_MSEM_38>

1. Would you consider that some benchmark transactions should be classified as non-addressable and non-price forming? If so, provide a clear description of the case and rationale.
<ESMA_QUESTION_MSEM_39>
<ESMA_QUESTION_MSEM_39>

1. Do you agree with this third part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_40>
<ESMA_QUESTION_MSEM_40>

1. Do you agree that all transactions without a flag should be considered addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_41>
<ESMA_QUESTION_MSEM_41>

1. Do you agree with this fourth and last part of the table on addressable liquidity and price forming?
<ESMA_QUESTION_MSEM_42>
<ESMA_QUESTION_MSEM_42>

1. Do you agree with the approach on the combination of flags in the case of addressable liquidity?
<ESMA_QUESTION_MSEM_43>
<ESMA_QUESTION_MSEM_43>

1. Do you agree that intragroup transactions executed by SIs should not constitute addressable liquidity and therefore, could be flagged (i.e. a new flag in RTS 1 could be added to disentangle those transactions)? Do you agree that intragroup transactions executed by SIs should be classified as non-price forming?
<ESMA_QUESTION_MSEM_44>
BSE agrees. SI intragroup transactions are not available to independent market participants and do not result from genuine interaction of buying and selling interests. They should therefore be separately flagged and classified as non-addressable and non-price-forming.
<ESMA_QUESTION_MSEM_44>

1. Do you believe that other transactions should be flagged and excluded from the calculation of addressable liquidity (i.e. a new flag in RTS 1 should be added to disentangle those transactions)?
<ESMA_QUESTION_MSEM_45>
<ESMA_QUESTION_MSEM_45>
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