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The combined effects of the cost price squeezed experienced by Petitioner in the first half
of 2009 and | ] in sales volumes and values due to subject import penetration
and underselling over this period resulted in a nearly [ ] percent loss in profitability per
kilogram for the Petitioner. On an absolute basis, Petitioner’s operating profits | ] by
over [ ] million from the first half of 2008 to the first half of 2009. This represents a [ ]
percent [ ] in total operating profits in this period. Likewise, Petitioner’s production was

® As Petitioner’s productivity

[ ] by [ ] percent, or over [ ] million kilograms.’
[ ], Petitioner’s workers [ ] as well. Both the hours worked and wages paid to
production related workers | Jby[ Jand[ ] percent, respectively.’

These facts constitute overwhelming evidence that dumped and subsidized imports from
China and dumped imports from Taiwan have had a significant negative impact on the Petitioner

and other domestic producers of standard steel fasteners.

c. Subject Imports Have Resulted in Lost Sales and Lost
Revenues

Because Petitioner primarily sells through master distributors, its ability to identify
specific examples of lost sales or lost revenues by reason of Chinese or Taiwanese imports is
limited. Therefore, Petitioner does not have access to the kinds of information required by the
Commission’s lost sales formula. Nevertheless, the following anecdotal examples are illustrative

of the types of subject import competition faced by Petitioner and other domestic producers.

e |

30 Id

3 Id.

27
1191268.



PUBLIC VERSION

e |
]
e [
]
o [
]
o |
]
e |

|

The Petitioner’s data leaves no doubt that it has lost sales and revenue to unfairly traded
imports from China and Taiwan.

C. Subject Imports Threaten Additional Material Injury to the Domestic
Industry

In determining whether standard subject fasteners threaten material injury to the domestic

industry, section 1677(7)(F) of the statute sets forth the relevant economic factors that the

32

Commission shall consider in its analysis.”” The presence or absence of any particular factor is

¥ As demonstrated below, these factors strongly

not decisive with respect to the determination.
indicate that domestic producers of standard subject fasteners are threatened with material injury

by subject imports from China and Taiwan.

32 19 US.C. § 1677(7)(F)(ii).

33 [d
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1. The Commission Should Cumulate Subject Imports from
China and Taiwan for Purposes of Its Threat Analysis

U.S. law provides that the Commission may, “to the extent practicable,” cumulatively
assess the volume and price effects of subject imports from all countries as to which petitions
were filed on the same day if the requirements for cumulation for material injury analysis are
satisfied.” As demonstrated above, these requirements are plainly satisfied here.

In deciding whether to exercise its discretion with regard to cumulation, the Commission
may also consider the similarity of trends in the volume and price of subject imports from the
countries under investigation.”” These factors also indicate that trends in subject import volume
support a decision to cumulate subject imports. As shown in Figure 1 below, the value of
imports of standard structural bolts with nuts from China and Taiwan increased dramatically
from 2006 to 2008, by 46 percent, and then remained at high levels in the first half of 2009,

relative to the same period in 2008.

Figure 1: Imports of Structural Bolts with Nuts from Subject Countries (by value)

Country 2006 2007 2008 Jan-Jun 08 Jan-Jun 09
China $4,575,072 $7,212,369 $7,111,588 $3,934,978 $3,843,939
Taiwan $7,863,374 $8,939,744 | $11,031,424 $5,797,261 $6,847,133

In short, trends in the volume of subject imports from both of the countries under

investigation are very similar. Accordingly, the Commission should analyze subject countries on

a cumulated basis for purposes of its threat analysis.

3 19 U.S.C. § 1677(7)(H).

33 Torrington Co. v. United States, 790 F. Supp. 1161, 1172 (Ct. Int’l Trade 1992).

1191268.
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2. All Issues Relevant to the Commission’s Threat of Material
Injury Analysis Should be Considered in Light of the Current
Economic Crisis

In assessing the threat of material injury by reason of subject imports, the Commission
should analyze the relevant statutory factors in light of the current crisis facing the United States
and other world economies. The United States and world economies are currently facing a
severe economic crisis. In the United States, the Dow Industrial Average has declined by more
than 31 percent since its October 9, 2007 high of 14,164.53.*° Since December 2007, more than
6.7 million jobs have been lost in the United States, including more than 2 million manufacturing
jobs.”” The World Bank forecasts that U.S. gross domestic product (“GDP”) growth in 2009 will
contract by 3 percent.”® The global economy has also been adversely impacted, facing what the
International Monetary Fund (“IMF”) describes as a “recession unprecedented in the post-World
War Il era.” According to the IMF, “advanced economies experienced an unprecedented 7.5
percent decline in real GDP during the fourth quarter in 2008, and output is estimated to have
continued to fall almost as fast during the first quarter of 2009.”* The IMF projects that world
output will decline by 1.3 percent in 2009.*'

Moreover, the economic crisis has obvious implications for the standard fastener market.

Demand for standard fasteners depends on factors such as the extent of construction activity for

36 The DJIA closed at 9,829.87 on September 22, 2009.

37 The Employment Situation: July 2009, Bureau of Labor Statistics, U.S. Department of Labor, attached at
Exhibit I-12.

8 The Global Outlook in Summary, 2007-2011, The World Bank, attached at Exhibit I-13.
39 World Economic Outlook, International Monetary Fund, July 8, 2009, attached at Exhibit 1-14.

40 World Economic Outlook Crisis and Recovery, International Monetary Fund, at xv, April. 2009, attached at

Exhibit I-24.

41 Id
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large projects like buildings and bridges. Thus, to the extent that the economic crisis affects non-
residential construction activity, it will obviously depress demand for standard fasteners, thereby,
leaving domestic producers even more vulnerable to the threat of material injury from subject
imports.

In this regard, the severe credit crunch throughout the global economy has exacerbated
the economic downturn* and has severely limited access to capital, thereby limiting growth in all
sectors of the economy. Beginning in the second half of 2008 and through interim 2009, credit
has been scarce and many of the standard fastener-consuming industries (e.g., industrial
construction, machine tools, and farm equipment) have been unable to obtain necessary
financing. As a result, several standard fastener-consuming projects have been either cancelled
or postponed. Not surprisingly, the IMF projects that world trade volumes will shrink by almost
11 percent this year.*

These macroeconomic factors do not, of course, dictate the results in any particular case.
They are, however, highly relevant to the Commission’s consideration of the statutory factors
here and its consideration of the vulnerability of the domestic industry to threat of material injury
by reason of Chinese and Taiwanese imports. The Statement of Administrative Action

“SAA”)* recognizes that market conditions (such as the current economic crisis) may weaken
g y

42 See World Bank Updates Global Economic Forecasts, The World Bank, (Mar. 31, 2009) (“{T}he global
economy was going through ‘a perfect storm,” with the global recession, the credit crunch, and languishing
confidence working together in a very negative dynamic”), attached at Exhibit 1-15.

3 World Economic Outlook Crisis and Recovery, International Monetary Fund, at 10 and 204, April. 2009,

attached at Exhibit 1-24.

“ SAA, H.R. Rep. 103-316 at 885 (1994) reprinted in 1994 U.S.C.C.A.N. 4040, 4210 (“In threat
determinations, the Commission must carefully assess current trends and competitive conditions in the marketplace
to determine the probable future impact of imports on the domestic industry and whether the industry is vulnerable
to future harm.”).
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the domestic industry such that subject imports could threaten material injury. As demonstrated
below, that is certainly the case here.

3. China Encourages Exportation of Subject Merchandise
Through Countervailable Subsidies

The Act provides that in making a threat determination, the Commission shall consider
“if a countervailable subsidy is involved” and, in particular, “whether the countervailable subsidy

»#  The Government of

is a subsidy described in Article 3 or 6.1 of the Subsidies Agreement.
China (“GOC”), and local and provincial governments within China, are providing numerous
export subsidies, as described in Articles 3 and 6.1 of the Subsidies Agreement, to producers of
standard steel fasteners. Among the most significant examples of these subsidies include the
following:

¢ Loans contingent on export performance;

e Export incentive payments misleadingly characterized as “VAT rebates;”

¢ QGrants to cover interest payments connected to export sales;

e [Export assistance grants; and

e The Chinese government’s policies to ensure the systematic undervaluation of

China’s currency.
These subsidies are described in detail in the countervailing duty volume being filed

today, and that discussion will not be repeated here. These subsidies strongly indicate that the

surge in exports from China is likely to increase. Accordingly, this statutory factor indicates that

subject imports threaten the domestic industry with additional material injury.

4 19 U.S.C. § 1677(T)(F)()(1)(2006).
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4. The Volume and Market Penetration of Subject Imports Have
Increased, Indicating the Likelihood of Substantially Increased
Imports

The Act provides that “a significant rate of increase of the volume or market penetration
of imports of the subject merchandise” shall be considered in determining whether the domestic
industry is threatened with material injury from the subject imports.*® 1In this case, both the
volume and market penetration of Chinese and Taiwanese imports increased significantly over
the period of investigation. As noted above, in 2006, the value of imports of standard structural
bolts with nuts from China stood at $4,575,072. By 2008, the total value of Chinese imports had
grown to $7,111,588, an increase of over 55 percent in only two years.” In the first half of 2009,
in a declining market, imports of standard structural bolts with nuts from China remained
virtually unchanged as compared to the same period in 2008. As a result, Petitioner believes that
the Commission’s importer questionnaire data will demonstrate that the market penetration of
Chinese subject imports will have increased dramatically at the expense of the domestic industry
in the first half of 2009.

Meanwhile, the value of standard structural bolts with nuts from Taiwan increased by
over 40 percent from 2006 to 2008. Like Chinese imports, Taiwanese imports of standard
structural bolts with nuts increased again from $9,732,239 in the first half of 2008 to
$10,691,072 in the first half of 2009.* As a result, Petitioner believes that the Commission’s
importer questionnaire data will demonstrate that in a declining market Taiwanese import market

share increased significantly at the expense of the domestic industry.

46 19 U.S.C. § 1677(7)(F)A)(II)(2006).
4 See Exhibit I-7.
48 [d
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The fact that subject imports have risen by such a significant degree in this category, both
in terms of volume and market penetration, strongly indicates that such imports will increase
their presence in this market in the absence of affirmative determinations by the Commission.

5. Subject Imports Are Entering at Prices that Are Likely to
Have a Significant Depressing or Suppressing Effect on

Domestic Prices, and Are Likely to Increase Demand for
Further Imports

The Act provides that in determining whether the domestic industry is threatened with
material injury, the Commission should consider “whether imports of the subject merchandise
are entering at prices that are likely to have a significant depressing or suppressing effect on
domestic prices, and are likely to increase demand for further imports.”® As discussed above,
subject imports from China and Taiwan consistently and dramatically undersold the domestic
like product throughout the period of investigation, and this underselling has had a significant
suppressing effect on domestic prices. Furthermore, the significant increase in market share
enjoyed by subject producers leaves no doubt that imports from China and Taiwan are entering
the market at prices that “are likely to increase demand for further imports.” Accordingly, this
statutory factor plainly indicates that the domestic industry is threatened with additional material
injury from subject imports.

6. Inventories of the Subject Merchandise Threaten the Domestic
Industry with Additional Material Injury

The Act provides that the Commission must consider inventories of the subject
merchandise as an indicator of the extent to which subject imports threaten additional material
injury to the domestic industry. In these investigations, Petitioner does not have access to data

regarding Chinese and Taiwanese inventories of standard fasteners. However, as discussed

49 19 U.S.C. § 1677(7)(F)(Q)IV)(2006).
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above, the surge of standard structural bolts with nuts from China and Taiwan in the first half of
2009 likely resulted in a significant inventory overhang that will weigh heavily on this market
for some time to come. The value of apparent U.S. consumption declined considerably from the
first half of 2008 to the first half of 2009, yet the value of imports of standard structural bolts
with nuts from China and Taiwan increased by nearly 10 percent over this same period. Given
the substantial and severe decline in demand, the significant increase in subject imports at the
end of the period likely resulted in a substantial increase in inventory volumes. In light of these
facts, the Commission should conclude that this statutory factor also indicates that the domestic
industry is threatened with material injury by reason of unfairly-traded imports.

7. Subject Imports are Hindering the Existing Development and
Production Efforts of the Domestic Industry

The Act provides that in determining the threat to the domestic industry from subject
merchandise, the Commission must consider “the actual and potential negative effects on the
existing development and production efforts of the domestic industry, including efforts to
develop a derivative or more advanced version of the domestic like product.” As previously
discussed with respect to present material injury, the significant presence of subject imports in
this market has forced domestic producers to slash production and suppressed their ability to
increase prices sufficiently to cover costs. In the first half of 2009, the Petitioner was forced to
[ ] its capital expenditures by [ ] percent as compared to the same period last year.”
Continuing harm of this type will make it difficult, if not impossible, for domestic producers to

adequately fund their development and production efforts. Accordingly, this statutory factor also

30 19 U.S.C. § 1677(T)(F)(A)(VII)(2006).

S See Exhibit 1-10.
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indicates that the domestic industry is threatened with additional material injury by subject
imports.
8. Other Demonstrable Adverse Trends Indicate the Probability

that There is Likely to Be Material Injury by Reason of
Imports of the Subject Merchandise

Finally, the Act provides that the Commission may consider “any other demonstrable
adverse trends” indicating that subject imports are likely to cause material injury.”® These
investigations feature at least two such trends. First, as discussed above, the economic crisis is
affecting economies across the globe, and China is no exception. After five years of double-digit
economic growth, China recently reported growth of only 6.8 percent in the fourth quarter of
2008.> But even this figure is misleading, because it actually means that China’s economy grew
by 6.8 percent from the fourth quarter of 2007 to the fourth quarter of 2008.** Unlike most
countries, including the United States, China has not released data showing growth from the third
quarter of 2008 to the fourth quarter of 2008. Significantly, some experts believe that China
actually experienced practically no growth over this period.”

Second, China’s government faces severe pressure to boost economic growth. Indeed

Chinese officials have indicated that their country needs annual economic growth of 8 percent in

52 19 U.S.C. § 1677(N(F)(i)IX)(2006).

3 See “China’s Economic Growth Slows Sharply,” CNN Money.com (Jan. 22, 2009) (“China’s Economic
Growth Slows Sharply”) at 1, available at http://cnnmoney.com (last visited Mar. 26, 2009) (attached at Exhibit I-
16)

34 See Andrew Batson, “Dissecting China’s GDP Yields ... Confusion,” The Wall Street Journal (Feb. 8,
2009) at 1-2, available at http://blogs.wsj.com (last visited Mar. 27, 2009) (attached at Exhibit I-17).

3 See Frederick Balfour, “The Global Recession Slams China,” Business Week (Jan. 22, 2009) (“The Global
Recession Slams China”) at 1, available at http://www.businessweek.com (last visited Mar. 27, 2009) (stating that,
“{i}n fact, the {Chinese} economy registered virtually no growth over the third quarter. ...”) (attached at Exhibit I-
18).
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order to maintain employment and avoid civil unrest.*® Furthermore, Chinese officials estimate
that tens of thousands of factories have closed and 20 million workers have lost their jobs in
recent months.”” These developments have sparked fears of social problems in China, with even
Chinese state-owned publications predicting “conflicts and clashes in 2009.”** The need to
maintain social stability is a major reason for China’s continuing policy of export promotion.
Chinese government officials have recognized as much recently by describing their need to
maintain export volumes “by all means ... and prevent a dramatic fall in external demand.””

The economic distress caused by the economic crisis together with China’s need to
maintain export volumes by any means necessary to maintain social stability, certainly show that
subject imports from China are likely to continue increasing in the near future and are likely to
cause material injury.

Likewise, Taiwan is experiencing similar financial difficulties. Taiwan is one of the
world’s leading fastener producers, and the fasteners industry is one of the largest industries in
Taiwan. Therefore, in the current economic climate, Taiwan has every incentive to continue to
ship significant volumes to the United States in the near future and is likely to cause material

injury.

56 China’s Economic Growth Slows Sharply, (Exhibit I-16); The Global Recession Slams China, (Exhibit I-
18).
57 See Ariana Eunjung Cha, “Global Crisis Takes Toll on China As Exports, Imports Plunge,” The
Washington Post (Feb. 12, 2009) (“Global Crisis Takes Toll on China as Exports, Imports Plunge”), available at
http://www.washingtonpost.com (last visited Mar. 27, 2009) (attached at Exhibit I-19).

3 1d.; “Popular Rage Grows as Global Crisis Worsens,” Spiegel Online (Feb. 9, 2009), available at
http://www.spiegel.de (Exhibit I-20) (quoting Outlook).

5 See “China to Eventually Abolish Export Tax,” China Briefing (March 9, 2009) available at www.china-
briefing.com (attached at Exhibit I-21).
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II1. CONCLUSION

The evidence presented in these Petitions establishes that the domestic standard fastener
industry has been materially injured, and is threatened with further material injury, due to LTNV
sales of standard fasteners imported from China and Taiwan as well as countervailable subsidies
by the Government of China. For these reasons, Petitioner requests that the Department of

Commerce and the International Trade Commission promptly grant the relief requested.

Respectfully submitted,

Alan H. Price, Esq.
Daniel B. Pickard, Esq.
Robert E. DeFrancesco, Esq.

WILEY REIN LLP

1776 K Street, N.W.,
Washington, D.C. 20006
(202) 719-7000

Counsel to Nucor Fastener Division

September 23, 2009
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