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Summary. The article presents the results of an ethnographic analysis of market participants in the practice
of the metallurgical industry. In particular, the mediational and the determining roles of information agencies (price
reporting agencies) have been studied in the system of information flows between sellers and buyers in the
metallurgical industry. The author conceptualizes the influence of price reporting agencies on the price formation
and, accordingly, on the behaviour of market participants through the performative theory.

Owing to the interviews with representatives of the price reporting agency, the real conditions of the market
players' activities are determined, which makes it possible to study specific real examples of their interaction.

AHHOTa].ll/lH. B cratbe MpPCACTAaBJICHbI PC3YyJIbTAThI 3THOFpa(I)I/I‘ICCKOFO aHaJIn3a YYaCTHUKOB pPbIHKA Ha
MpUMeEpe METAIUTYprHYecKor oTpaciiu. B wacTHOCTH, OBIIH H3yUYeHBI TOCPETHIYECKAs ¥ AETEPMUHUPYFOIIas POIH
MH(OPMALMOHHBIX areHTCTB (IIEHOBBIX areHTCTB) B CUCTEME MH(POPMAIMOHHBIX TOTOKOB MEXy MPOJABIaAMH H
MOKYyNaTesIMU B METAJUTypPrU4ecKOr OTpacin. ABTOp KOHIENTYIN3UPYET BIUsSHIE HH(POPMAIIOHHBIX areHTCTB
Ha H6H006pa30BaHI/Ie H, COOTBETCTBCHHO, Ha TOBCACHHUC YYAaCTHUKOB PbIHKA CKBO3b [MCPCIHEKTUBY
neppopMaTUBHON TEOPHHU.

brnarogaps WHTEPBBIOMPOBAHUIO TPEJCTABUTENCH IIEHOBOTO areHTCTBA, a TakKe HAOJIOJCHHIO Ha HUMH,
OIMPCACIICHBI PCAILHBIC YCJIOBUS ACATCIbHOCTH YUaCTHUKOB PbIHKA, YTO JA€T BO3MOKHOCTb U3YYUTH KOHKPCTHBIC
pcajibHbIC IPUMEPHBI UX BSaHMOﬂeﬁCTBHﬂ.
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Memanypeuieckas

Introduction. A number of information- negotiations behind closed doors, to formula-based

analytical agencies, whose activities were devoted to
the study of specific sectors of the economy or regional
markets and whose information coverage was limited
to specifically motivated readers, gradually entered the
global level and to some extent not only collect, process
and share economic information but also determine the
vector of the development of events. Moreover, not so
long ago, 10 years ago, the American media
conglomerate S&P Global not only launched the
production of its new information product but also
changed the long-term pricing system in iron ore
market. Despite the fact that price reporting agencies
have existed for many years, 2008 was an important
year for the metallurgical market, when S&P Global
Platts began publishing the IODEX — daily iron ore
index, resulting in the changes in patterns of global
pricing in the iron ore market [1]. Indeed, the market
experienced the transition from long-term contracts, the
prices of which were formed during long-lasting

contracts, which is based on industry benchmarks —
benchmarks published by these specialized press
agencies. As a benchmark, we mean an assessment of
prices for commodities by an information agency in the
relevant market that has developed as a result of
concluded contracts for the relevant commodity.

The metallurgical industry is one of the basic
spheres of the world's economy, which is processing
iron ore and/or ferrous scrap into a range of products,
that is sold with a total annual value of about $2.5
trillion. In addition, for every $1 of added value is the
steel industry is about $ 2.5 of value added in other
sectors of the global economy as a result of purchasing
raw materials, commodities, energy and services [2].
The main material for the production of almost 1.9
billion t of steel in 2019 was iron ore [3]. The largest
top-5 producers of iron ore in the world in 2019 were
Australia, Brazil, China, India and Russia [4], while the
largest consumer of iron ore and steel producers was
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China. The general trend in the global metallurgical
industry depends to a greater extent on the political and
economic situation and demand in this country.
Moreover, the rapid growth of Chinese demand for iron
ore in the 2000s marked the beginning of a change in
the structure of the global iron ore market, which
resulted in the formation of a large spot segment and
raised the role of news agencies to a new level.

Another important market that has a determining
role in the metallurgical industry is Turkey. Turkey is
among the top-10 steel producers in the world — ranked
8th, and 5th in the list of world EAF steel producers in
2018 [5] (EAF — electric arc furnaces, along with
oxygen steelmaking, is the second most used
technology since it has a less negative impact on the
environment). For both technologies of steel
production ferrous scrap is used, but for EAF it
accounts for 60% to 90%. The share of EAF steel
production in the total volume of Turkish crude steel
output is about 70%, and therefore consumption and
prices for scrap are important indicators and have
become a kind of benchmark for the global market
along with import prices for iron ore in China. Scrap
contract prices in the Turkish metallurgical market
further determine prices for finished products,
primarily long products, which are the country's key
export products. In both of these markets, the media
play an important role not only as a mediator between
market players but also as participants themselves,
influencing the behaviour of entities.

Main body. In their daily activity, journalists of
price reporting agencies receive information by mean
of communication with those market participants who
provide them with this information. Of course, some
news is obtained indirectly. For example, news
agencies could rely on the publication of press releases
by steel companies on their official websites or receive
them by e-mail. But in order to obtain real market
insider information, i.e. exclusive information about
signed contracts, concluded agreements, which are in
fact commercial information and is nor freely
circulated neither announced for the public, it is
necessary to make a “payment”. However, payment is
not in broad sense. According to price reporting
agencies, they receive market information from traders,
manufacturers and buyers on a voluntary basis, there is
no obligation to report to journalists their arrangements
and sales [6, p.15]. Here is a possibility for both
manipulation and performance. On the one hand, the
information agencies can obtain information on prices
of competitors of steel companies in “without names”
format. Or they share their forecast and understanding
of the market situation, which can influence the
situation related to estimates. Here it is, a classic
performative.  Journalists  either  share  their
assessment/create independent channels in personal
professional communication with market participants,
or publish news and forecasts based on their own
assessments. Subscribers (producers, buyers), in their

turn, make use of such published data in their
operations. At the output, we get a new reality,
constructed by various actions and verbalized products.

On the other hand, market participants themselves
can manipulate by providing journalists with
information that significantly changes the balance of
power. "After some time of communication with them
[market participants], you just perfectly well
understand that they sometimes intentionally tell you
fake or partial information in order to win certain
bonuses. Strictly speaking, | remember several times
when the information really changed the market
situation. Iron ore market in Russia. A small company
was negotiating with one of the largest holdings [on the
purchase of raw materials for its production] and
achieved a solid discount. And they told us about it, we
wrote news. Other companies had appealed to the
supplier and said, that they also wanted discounts. In
that period, negotiations for contracts were held every
month, so this mining company was forced to provide
with discounts everyone. They were very offended by
us, then even called us and said that "please, next time
we would approve what you write about us”. It was a
small enterprise, a small volume, but everything
changed.”" (4J-4). The coding of interviewers has the
following meaning: the first digit is an encrypted
designation of belonging to a specific unit, based on the
geographical distribution of markets for the
responsibilities of the employee of the news agency; the
second letter — position (J - journalist, E — editor); the
last digit is the ordinal number in the sequence of
interviews).

Information and analytical agencies act as
intermediaries between buyers and sellers of goods
(raw materials, semi-finished products and finished
products) (fig. 1). They receive and exchange
information flows, which are accompanied by
information noise from market participants, and return
information in aggregate and filtered either as a
finished information product (publications, indices,
prices) or as a commodity exchanged for new
information. These information signals have effects on
prices. Thus, information flows take place not only
directly between the parties of the transaction, but also
could be indirect.

Information at all stages of production is
interrelated. For example, taking into account the prices
for raw materials and comparing them with the cost of
semi-finished products, Turkish steelmakers decide on
the economic feasibility of their own production or
whether it is more efficient to purchase in the domestic
market from integrated metallurgical companies or
import. The comparison is made with the prices of
finished products, such as reinforcing bar (rebar):
understanding their own costs for the rebar production
from ferrous scrap or rerolling costs from semi-finished
products, the company compares the difference in the
sales margin of these options.
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Figure 1. Production and sales chain and information flows in the steel market.
Source: author’s own elaboration.

Let's take a specific example: according to
estimates of Kallanish (price reporting agency), in mid-
July 2020, the cost of rebar production from scrap of
Turkish steelmakers was $423.75 per t, and the cost of
production of square billets was $415 per t [7]. The
export price of finished products, rebar, at that time was
some $415-425 per t based on FOB. Thus, we can
conclude that specifically in mid-July, it was more
economically feasible to purchase and manufacture
rebar from semi-finished products. This why it is
important for producers and buyers to know the
“freshest” price information. If supply prices and
contract prices for imported scrap increase, Turkish
steel manufacturers automatically increase prices for
finished products. But how does the market get this
information?

There are several channels for this. First, mills
send a formal inquiry to scrap collectors; secondly,
having reached an agreement, the companies send the
main details of contracts to other market participants
through messengers, primarily WhatsApp, and these
messages reach news agencies. These messages in
broad and narrow meanings simultaneously serve as
information signals of what price trend is taking place:
price stability, their increase or decrease.

«These messages are in most cases distributed by
the sellers or buyers themselves. Sometimes third
parties who got known with details of the agreements
also might share information. Of course, they do not
admit that they “spill” the information, but they,
producers or sellers, may confirm journalists the fact
of agreement: whether it done or not, or are mentioned
terms of the contract, volume, prices relevant. The
market reacts immediately. The deal details had been
sent out at night, in the morning producers have
already announced an increase in rebar prices.
Sometimes such messages are made up and sent out to
shake up the market. This is especially true for mills
that do not communicate with the press because it is
impossible to confirm whether the agreement is true.
Then journalists themselves decide whether to publish
such news or not. Such actions of market participants
are like a game. There are periods when factories do
not buy anything, believing that the offers [offer price]
are overpriced. In such a case, the price of the first deal
determines the trend. There are some “hysterical”
mills. Someone deliberately launches a fake deal in
which mill N seems to have agreed on a price increase,
then the “hysterical mill” in fact agrees to a new higher
price level. Then we write news, since, of course, the
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information is important, after so many days of silence,
an agreement was signed, although we understand that
the mill just was overcome with panic and took fake as
a truth. And as for the domino effect, other
manufacturers also started to buy before the next stage
of price increase reachedy (2J-9).

As the diagram shows (fig. 1), news agencies act
not only as intermediaries between market participants,
they also influence prices themselves. On the one hand,
this happens at the level of communication with sellers
and buyers, and on the other hand, at the level of
information products that they produce.

As mentioned above, after receiving, news
agencies process market information into news and
price data. But here lies the question: who is
responsible for this information? Who checks it? On the
one hand, price reporting agencies are not under direct
government control, i.e. agencies are not controlled by
government in matters of the product of their activities,
and do not conduct their activities in accordance with
mandatory standards. That is, the reliability of the data
remains on the conscience of the “news-producers”. On
the other hand, in the international information market
in the segment of commodity markets, i.e. among price
reporting agencies, the level of competition is quite
tight [8], so it encourages companies to seek new ways
to prove their reputation. One such option is the
certification/accreditation/compliance procedure with
the principles of the International Organization of
Securities Commissions (I0SCO). First of all, this type
of compliance with international standards has been
reached by international credit rating agencies (S&P
Global Ratings, Moody’s, Fitch), which operate in
accordance with the Code of Conduct Fundamentals for
Credit Rating Agencies [9]. For price reporting
agencies that are primarily in the media, such a
document is the Principles for Oil Price Reporting
Agencies [10]. Initially, some regulation was made for
benchmark oil prices, which follows from the title of
the document, and in response to the growing role of
benchmarks for the commaodity derivatives market, but
later the scope has expanded to other commodities,
such as lithium, for example [11]. It is clear that it was
important for IOSCO not to control the activities of
price reporting agencies in general, but rather those
areas of their presence and information coverage of
agencies related to the financial markets because such
benchmarks are base for indices and terms of derivative
contracts. Thus, the question of full compliance of the
price reporting agencies with the principles could be
somehow contradictory: not all information, not all
prices, not all news and analytical materials published
by specialized media are used for decision-making in
the securities markets.

Although the audit procedure for compliance with
the above-mentioned principles is not mandatory, it
becomes an additional competitive advantage. First of
all, the principles concern methodological issues,
although they are not limited to them: transparency of
procedures, clear definition and disclosure of
approaches, procedures for collecting, analyzing and
evaluating market information based on which prices

are assessed [10]. In order to confirm compliance with
their own principles (which comply with I0SCO
principles), news companies must undergo an external
audit. For example, in December 2019, S&P Global
Platts announced that Ernst & Young had completed its
sixth annual audit, a comprehensive review of S&P
Global Platts' documentation on pricing processes used
for oil and non-oil contracts, and compliance with this
practice in Houston, London, and Singapore [12].

Conclusions. Owing to the interviews with
representatives of a specialized information agency
(price reporting agency), we were able to study not just
an ideal image of the theoretical framework of
interaction between market participants and the media
but to observe their real activities and present a scheme
of information flows and their impact on prices. News
agencies act not only as intermediaries between market
participants, they also influence prices themselves. On
the one hand, this happens at the level of
communication with sellers and buyers. In particular,
in order to obtain real market insider information,
journalists provide their dialogue partner with other
information or data, in which counterpart is interested.
On the other hand, at the level of information products
that information agency produces, the impact is laying
in the news content, assessments, benchmarks,
forecasts.

Commodity sellers and buyers rely on information
from business news to varying degrees. The question of
the relevance, truthfulness and validity of such
information lies in the plane of the integrity of the
media since there are no bodies that would track these
issues. The only thing that is regulated in some way is
the compliance of price information that is used in
financial markets with the standards developed by the
International Organization of Securities Commissions.
At the same time, price reporting agencies may conduct
an external audit to assess compliance with such
principles, namely the transparency of the methodology
and the process of price assessments, in order to gain
an additional competitive advantage.

References

1. Ahapova V. The influence of price reporting
agencies on economic systems: changes in pricing in
the global iron ore market // International Scientific
Journal “Internauka”. Series: “Economic Sciences,”.
2020;(9):1-28. (In Ukrainian).
https://doi.org/10.25313/2520-2294-2020-9-6285.

2. World Steel Association. The role of steel
manufacturing in the global economy. 2019. URL:
https://www.worldsteel.org/en/dam/jcr:fdf44918-
de3b-455b-9083-
f770afada214/OE%2520Executive%2520Summary.pd
f.

3. World Steel Association. World Steel in
Figures. 2020. URL:
https://www.worldsteel.org/en/dam/jcr:f7982217-
cfde-4fdc-8ba0-
795ed807f513/World%2520Steel%2520in%2520Figu
res%25202020i.pdf.

4. Tuck C. A. Mineral Commodity Summaries.



[ |

8 Wschodnioeuropejskie Czasopismo Naukowe (East European Scientific Journal) #9(61), 2020 EESIL
2020. URL: 9. 10SCO. Code of Conduct Fundamentals for
https://pubs.usgs.gov/periodicals/mcs2020/mcs2020- Credit Rating Agencies. 2014. URL:
iron-ore.pdf. https://www.iosco.org/library/pubdocs/pdf/IOSCOPD
5. World Steel Association. Steel statistical  437.pdf.
yearbook 2019. 2019. URL: 10. 10SCO. Principles for Oil Price Reporting
https://www.worldsteel.org/en/dam/jcr:7aa2a95d- Agencies Final Report. 2012. URL:
448d-4c56-b62b- https://www.iosco.org/library/pubdocs/pdf/IOSCOPD
b2457f067cd9/SSY 19%2520concise%2520version.pd  391.pdf.

f.

6. 10SCO. Functioning and Oversight of Oil
Price Reporting Agencies. 2012. URL:
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD
375.pdf.

7. Kallanish. Scrap & iron ore markets focus
June 2020. 2020. 31 P.

8. Argus Media. Argus Media’s response to the
I0SCO Consultation Report on Financial Benchmarks.
2013. URL:
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD
375.pdf.

VJIK [621:658.012]:343.535
JEL Classification: G33

11. Benchmark Mineral Intelligence. Ernst &
Young Awards Highest IOSCO Assurance for
Benchmark Minerals’ Lithium Prices. 2019. URL:
https://www.globenewswire.com/news-
release/2019/08/21/1904731/0/en/Ernst-Y oung-
Awards-Highest-10SCO-Assurance-for-Benchmark-
Minerals-Lithium-Prices.html.

12. Standard&Poor’s. S&P Global Platts Aligns
With 10SCO Principles for 6th Successive Year. 2019.
URL: https://www.spglobal.com/platts/en/about-
platts/media-center/press-releases/2019/23-12-2019-
i0sco.

Bachkir I. H.
Assistant of Department of Management,
Faculty of Economics and Management,

Kremenchuk Mykhailo Ostrohradskyi National University

MANAGEMENT OF THE ENGINEERING INDUSTRY IN THE FACE OF A SOLVENCY CRISIS
AND AN INCREASED RISK OF BANKRUPTCY

Bauxip I.T".,
acucmenm Kageopu mMeHeoNcMeHny,
Gaxyrvmem eKOHOMIKU | YNPAGIIHHS,

Kpemenuyyvruii nayionanvhutl ynisepcumem
im. M. Ocmpoepadcvroco

Abstract. There is an increase in the risks of crisis in the industrial sector and especially engineering in the

conditions of the 2020 solvency crisis and the strengthening of the impact of the crisis on the activities of all sectors
of the economy of Ukraine. The purpose of the article is to substantiate the solvency of industrial and machine-
building enterprises of Ukraine on the basis of statistical quantitative analysis of enterprises in the industry.

The following signs of reduced solvency were identified being based on the statistical analysis of
macroeconomic indicators: the decrease in delivery in foreign markets; reduction of the share of mechanical
engineering in the volume of sales of industrial products; reducing the growth rate of the industry; reduction of the
current liquidity level; a high level of dependence on external sources and a higher level of bankruptcy risk in the

long run.

The main management methods in such conditions are: cost reduction, enterprise restructuring, re-equipment,
modernization of production, innovative development, debt restructuring.

Key words: bankruptcy of machine - building enterprises, crisis of machine - building industry, solvency
crisis of machine - building enterprises, machine - building.

A problem statement. There is an increase in the
risks of crisis in the industrial sector and especially
engineering in the conditions of the 2020 solvency
crisis and the strengthening of the impact of the crisis
on the activities of all sectors of the economy of
Ukraine. In addition, machine-building enterprises face
problems of attracting additional financial and material
resources and increasing competitiveness in

international markets in the context of European
integration.

The instability of the market economy, the growth
of crisis phenomena causes an increase in the level of
insolvency of machine-building enterprises. So,
machine-building enterprises face the challenge of
maintaining market positions, increasing
competitiveness, stabilizing the financial situation.



