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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation Nos. 701-TA-350 and 731-TA-616 and 618 (Third Review)
CORROSION-RESISTANT CARBON STEEL FLAT PRODUCTS FROM GERMANY AND KOREA

DETERMINATIONS

On the basis of the record" developed in the subject five-year reviews, the United States
International Trade Commission (Commission) determines, pursuant to section 751(c) of the Tariff Act of
1930 (19 U.S.C. § 1675(c)), that revocation of the countervailing duty order on corrosion-resistant carbon
steel flat products from Korea and the antidumping duty orders on corrosion-resistant carbon steel flat
products from Germany and Korea would not be likely to lead to continuation or recurrence of material
injury to an industry in the United States within a reasonably foreseeable time.

BACKGROUND

The Commission instituted these reviews on January 3, 2012 (77 FR 301, January 4, 2012) and
determined on April 9, 2012 that it would conduct full reviews (77 FR 24221, April 23, 2012). Notice of
the scheduling of the Commission’s reviews and of a public hearing to be held in connection therewith was
given by posting copies of the notice in the Office of the Secretary, U.S. International Trade Commission,
Washington, DC, and by publishing the notice in the Federal Register on May 30, 2012 (77 FR 31877)
(schedule revised effective November 2, 2012 (77 FR 67395, November 9, 2012)). The hearing was held
in Washington, DC, on January 9, 2013, and all persons who requested the opportunity were permitted to
appear in person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission’s Rules of Practice and Procedure (19 CFR § 207.2(f)).






VIEWS OF THE COMMISSION

Based on the record in these five-year reviews, we determine under section 751(c) of the Tariff
Act of 1930, as amended (“the Act™), that revocation of the antidumping duty orders on subject imports of
corrosion-resistant carbon steel flat products (“corrosion-resistant steel”) from Germany and Korea and
the countervailing duty order on subject imports of corrosion-resistant steel from Korea would not be
likely to lead to continuation or recurrence of material injury to an industry in the United States within a
reasonably foreseeable time.

l. BACKGROUND

In August 1993, the Commission found that an industry in the United States was materially
injured by reason of subsidized imports of corrosion-resistant steel from France, Germany, and Korea and
that an industry in the United States was injured or threatened with material injury by reason of imports of
corrosion-resistant steel products from Australia, Canada, France, Germany, Japan, and Korea that were
sold at less than fair value (“LTFV”).! The majority of Commissioners cumulated subject imports from
all six countries based on a reasonable overlap of competition.? The Commission reached negative
determinations with respect to corrosion-resistant steel from Brazil, Mexico, New Zealand, and Sweden.?
Commerce published the countervailing duty orders on August 17, 1993* and the antidumping duty orders
on August 19, 1993.°

! Certain Flat-Rolled Carbon Steel Products from Argentina, Australia, Belgium, Brazil, Canada, Finland, France,
Germany, Italy, Japan, Korea, Mexico, the Netherlands, New Zealand, Poland, Romania, Spain, Sweden, and the
United Kingdom, Inv. Nos. 701-TA-319-332, 334, 336-342, 344, and 347-353, 731-TA-573-579, 581-592, 594-597,
599-609, and 612-619 (Final), USITC Pub. 2664 at 2-5 (Aug. 1993) (“Original Determination”). The original
investigations that gave rise to the countervailing duty and antidumping duty orders at issue in these reviews covered
four general categories of carbon steel flat-rolled products: hot-rolled steel, cut-to-length steel plate (“CTL plate™),
corrosion-resistant steel, and cold-rolled steel. In the original investigations, the Commission made negative
determinations regarding imports of hot-rolled steel as well as corrosion-resistant steel from Brazil, Mexico, New
Zealand, and Sweden and CTL plate from France, Italy, and Korea. Original Determination at 2-5. Commerce
revoked the countervailing duty order on corrosion-resistant steel from Germany in 2004. Confidential Report
(“CR”)/Public Report (“PR”) at Table I-4. In the first reviews, the Commission made negative determinations with
respect to all of the cold-rolled steel orders under review and the order on CTL plate from Canada. Certain Carbon
Steel Products from Australia, Belgium, Brazil, Canada, Finland, France, Germany, Japan, Korea, Mexico,
Netherlands, Poland, Romania, Spain, Sweden, Taiwan, and the United Kingdom, Inv. Nos. AA 1921-197, 701-TA-
231, 319-320, 325-328, 348, and 350, and 731-TA-573, 574, 576, 578, 582-587, 612, and 614-618, USITC Pub.
3364, at 4-5 (Review) (Nov. 2000) (“First Reviews™). In the second reviews, the Commission made negative
determinations with regard to the rest of the CTL plate orders under review as well as the orders on corrosion-
resistant steel from Australia, Canada, France, and Japan. Certain Carbon Steel Products from Australia, Belgium,
Brazil, Canada, Finland, France, Germany, Japan, Korea, Mexico, Poland, Romania, Spain, Sweden, Taiwan, and
the United Kingdom, Inv. Nos. AA 1921-197, 701-TA-231, 319-320, 325-327, 348, and 350, and 731-TA-573, 574,
576, 578, 582-587, 612, and 614-618 (Second Review), USITC Pub. 3364 at 3 (Jan. 2007) (“Second Reviews”).

2 Original Determination, USITC Pub. 2664, at 172-187.
% Original Determination, USITC Pub. 2664, at 2.
458 Fed. Reg. 43752, 43759 (Aug. 17, 1993).

558 Fed. Reg. 44159, 44161, 44162, 44163, 44169, 44170 (Aug. 19, 1993). The U.S. Court of International
Trade (“CIT”) affirmed the Commission’s affirmative material injury determinations with respect to corrosion-
resistant steel from Australia, Canada, France, Germany, Japan, and Korea and its negative determinations with
respect to corrosion-resistant steel from Brazil, Mexico, New Zealand, and Sweden. Nippon Steel Corp. v. United
States, 19 CIT 450 (1995). The CIT remanded one Commissioner’s separate determination with respect to
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In November 2000, the Commission completed its first five-year reviews of the orders on
corrosion-resistant steel.® It found that revocation of the countervailing duty and/or antidumping duty
orders on corrosion-resistant steel from the six subject countries would be likely to lead to continuation or
recurrence of material injury to a U.S. industry within a reasonably foreseeable time. The Commission
exercised its discretion to cumulate the subject imports from all six countries.’

In January 2007, the Commission conducted its second five-year reviews of the corrosion-
resistant steel orders and found that revocation of the countervailing duty and/or antidumping duty orders
on corrosion-resistant steel from Germany and Korea would be likely to lead to continuation or
recurrence of material injury to a U.S. industry within a reasonably foreseeable time.2 The Commission
also found that revocation of the countervailing duty and/or antidumping duty orders on corrosion-
resistant steel from Australia, Canada, France, and Japan would not be likely to lead to continuation or
recurrence of material injury to a U.S. industry within a reasonably foreseeable time.®

The Commission instituted these third five-year reviews of the orders on corrosion-resistant steel
from Germany and Korea on January 3, 2012.2° The Commission found the domestic interested party
group response to the notice of institution to be adequate and also found the respondent interested party
group responses to be adequate with respect to each of the subject countries. Accordingly, on April 9,
2012, the Commission determined to conduct full reviews of the orders.™

Five domestic interested parties appeared in support of continuation of the orders: AK Steel
Corp. (*AK Steel”), ArcelorMittal USA (“AMUSA”), Nucor Corp. (“Nucor”), Steel Dynamics, Inc.
(“SDI), and United States Steel Corp. (“U.S. Steel”) (collectively “Domestic Producers”). Domestic
Producers participated in the hearing and filed separate prehearing and posthearing briefs. In terms of
respondent interested parties, Salzgitter Flachstahl GmbH (“Salzgitter”); ThyssenKrupp Steel Europe AG
(“ThyssenKrupp™), ThyssenKrupp Steel North America, Inc. (“TKSNA?”), and ThyssenKrupp Steel USA,

application of the negligibility exception to imports from Mexico. Upon remand, the court sustained the
Commissioner’s clarified views. Nippon Steel Corp. v. United States, 19 CIT 827 (1995).

® First Reviews, USITC Pub. 3364, at 4-5.

7 1d. at 47. The Commission’s affirmative determinations in the first reviews with respect to subject imports from
France and Germany were appealed, but were ultimately upheld by the CIT following remand. Usinor v. United
States, 342 F.Supp. 2d 1267 (Ct. Int’l Trade 2004); Corrosion-Resistant Carbon Flat Products from Canada, Inv. No.
731-TA-614 (Review)(Remand), USITC Pub. 3753 (Dec. 2004). In May 2005, a NAFTA binational panel affirmed
the Commission’s affirmative determination in the first reviews with respect to corrosion-resistant steel from
Canada. Corrosion-Resistant Carbon Steel Flat Products from Canada, USA-CDA-2000-1904-11.

8 Second Reviews, USITC Pub. 3899, at 3.

® Second Reviews, USITC Pub. 3899, at 3 (Jan. 2007). The Commission’s affirmative determination in the
second reviews with respect to subject imports from Germany was appealed to the CIT, which affirmed the
Commission. Nucor Corp. v. United States, 594 F. Supp.2d 1320 (Ct. Int’l. Trade 2008). The Court upheld the
Commission’s exercise of its discretion to cumulate the subject imports into the following separate groups: (1)
Germany and Korea; (2) Australia, France, and Japan; and (3) Canada. 1d. at 1356. The Commission’s negative
determinations with respect to subject imports from Australia, Canada, France, and Japan were also appealed to and
affirmed by the CIT. Id. at 1320. The domestic industry then appealed to the U.S. Court of Appeals for the Federal
Circuit the CIT’s judgment affirming the Commission’s negative determinations with respect to subject imports from
Australia, France, and Japan. The Federal Circuit affirmed. Nucor Corp. v. United States, 601 F.3d 1291 (Fed. Cir.
2010). The Federal Circuit found that the Commission’s consideration, in deciding whether to cumulate subject
imports from different sources, of the fact that such imports would likely compete under different conditions of
competition, was a reasonable exercise of the Commission’s discretion under 19 U.S.C. § 1675a(a)(7). 1d. at 1297.

1077 Fed. Reg. 301 (Jan. 4, 2012).

1177 Fed. Reg. 24221 (Apr. 23, 2012). The Commission’s Statement on Adequacy can be found at EDIS Doc.
478369.




LLC (“TKSUSA”) (collectively “German Respondents”) appeared in support of revocation of the order
on subject imports from Germany. German Respondents participated in the hearing and filed joint
prehearing and posthearing briefs. Five producers of corrosion-resistant steel in Korea appeared in
support of revocation of the orders on subject imports from Korea: Dongbu Steel Co., Ltd., (“Dongbu”),
Union Steel Co., Ltd. (“Union”), Hyundai HYSCO Co. (“Hyundai HYSCQ”), Pohang Iron and Steel Co.
Ltd. (“POSCO”),*? and POSCO Coated & Color Steel Co., Ltd. (“POSCO C&C”) (collectively “Korean
Respondents™). Representatives from POSCO and Hyundai HYSCO participated in the hearing, and
Korean Respondents filed joint prehearing and posthearing briefs. Ford Motor Co. (“Ford”), a U.S.
purchaser of corrosion-resistant steel, filed a prehearing brief in support of revocation of the orders on
subject imports from Germany and Korea.

In these reviews, U.S. industry data are based on the questionnaire responses of 18 U.S.
producers of corrosion-resistant steel that are believed to have accounted for more than 90 percent of
domestic capacity to produce corrosion-resistant steel in 2011.** U.S. import data are based on
Commerce’s official import statistics and the questionnaire responses of 29 U.S. importers of corrosion-
resistant steel that are believed to have accounted for virtually all subject imports from Germany and
Korea and for more than 60 percent of total U.S. imports of corrosion-resistant steel from other sources
during 2011.** Foreign industry data are based on the questionnaire responses of three German producers
of subject merchandise, which accounted for all capacity to produce corrosion-resistant steel in Germany
in 2011, and five Korean producers of subject merchandise, which accounted for *** percent of capacity
to produce corrosion-resistant steel in Korea in 2011.%

1. DOMESTIC LIKE PRODUCT AND INDUSTRY
A. Domestic Like Product

In making its determination under section 751(c) of the Act, the Commission defines the
“domestic like product” and the “industry.”® The Act defines “domestic like product” as “a product
which is like, or in the absence of like, most similar in characteristics and uses with, the article subject to
an investigation under this subtitle.”” The Commission’s practice in five-year reviews is to examine the
domestic like product definition from the original determinations and any completed reviews and consider
whether the record indicates any reason to revisit the prior findings.*®

2.0n March 12, 2012, Commerce published notice of its final administrative review results in which it revoked
the antidumping duty order with respect to Korean producer POSCO, effective August 1, 2010. 77 Fed. Reg. 14501
(March 12, 2012). POSCO remains subject to the countervailing duty order.

¥ CRatl-18, PR at I-18.

“CRatl-18, PR at I-18.

15 CR at I-18-1-19, PR at I-18 (data derived from industry monitoring source ***),
1819 U.S.C. § 1677(4)(A).

1719 U.S.C. § 1677(10); see, e.q., Cleo Inc. v. United States, 501 F.3d 1291, 1299 (Fed. Cir. 2007); NEC Corp. v.
Department of Commerce, 36 F. Supp.2d 380, 383 (Ct. Int’l Trade 1998); Nippon Steel Corp. v. United States, 19
CIT 450, 455 (1995); Timken Co. v. United States, 913 F. Supp. 580, 584 (Ct. Int’l Trade 1996); Torrington Co. v.
United States, 747 F. Supp. 744, 748-49 (Ct. Int’l Trade 1990), aff’d, 938 F.2d 1278 (Fed. Cir. 1991); see also S.
Rep. No. 249, 96" Cong., 1% Sess. 90-91 (1979).

18 See, e.g., Internal Combustion Industrial Forklift Trucks From Japan, Inv. No. 731-TA-377 (Second Review),
USITC Pub. 3831 at 8-9 (Dec. 2005); Crawfish Tail Meat From China, Inv. No. 731-TA-752 (Review), USITC Pub.
3614 at 4 (Jul. 2003); Steel Concrete Reinforcing Bar From Turkey, Inv. No. 731-TA-745 (Review), USITC Pub.
3577 at 4 (Feb. 2003).




Commerce has defined the imported merchandise within the scope of the orders under review as
follows:

The merchandise covered by the order includes flat-rolled carbon steel
products, of rectangular shape, either clad, plated, or coated with corrosion-
resistant metals such as zinc, aluminum, or zinc-, aluminum-, nickel- or iron-
based alloys, whether or not corrugated or painted, varnished or coated with
plastics or other nonmetallic substances in addition to the metallic coating, in
coils (whether or not in successively superimposed layers) and of a width of 0.5
inch or greater, or in straight lengths which, if of a thickness less than 4.75
millimeters, are of a width of 0.5 inch or greater and which measures at

least 10 times the thickness or if of a thickness of 4.75 millimeters or more are
of a width which exceeds 150 millimeters and measures at least twice the
thickness, . .. Included in the order are flat-rolled products of non-rectangular
cross-section where such cross-section is achieved subsequent to the rolling
process (i.e., products which have been “worked after rolling”)—for example,
products which have been beveled or rounded at the edges. Excluded from the
order are flat-rolled steel products either plated or coated with tin, lead,
chromium, chromium oxides, both tin and lead (“terne plate”), or both
chromium and chromium oxides (“tin-free steel”), whether or not painted,
varnished or coated with plastics or other nonmetallic substances in addition to
the metallic coating. Excluded from the order are clad products in straight
lengths of 0.1875 inch or more in composite thickness and of a width which
exceeds 150 millimeters and measures at least twice the thickness. Also
excluded from the order are certain clad stainless flat-rolled products, which are
three-layered corrosion-resistant carbon steel flat-rolled products less

than 4.75 millimeters in composite thickness that consist of a carbon steel flat-
rolled product clad on both sides with stainless steel in a 20%-60%-20%
ratio."

As a result of three changed circumstances determinations with respect to the antidumping duty
order on U.S. imports from Germany, Commerce partially revoked the order with respect to several
corrosion-resistant steel products. The applicable scope language concerning these partial revocations
from that antidumping duty order is as follows:

The Department partially revoked the order with respect to deep-drawing
carbon steel strip, roll-clad on both sides with aluminum (AISi) foils in
accordance with St3 LG as to EN 10139/ 10140. The Department also partially
revoked the order with respect to certain wear plate products. In addition, the
Department partially revoked the order with respect to the following products:
Certain corrosion-resistant carbon steel from Germany, meeting the following
description: electrolytically zinc coated flat steel products, with a coating mass
between 35 and 72 grams per meter squared on each side; with a thickness
range of 0.67 mm or more but not more than 2.95 mm and width 817 mm or
more but not over 1830 mm; having the following chemical composition
(percent by weight): carbon not over 0.08, silicon not over 0.25, manganese
not over 0.9, phosphorous not over 0.025, sulfur not over 0.012, chromium not

1977 Fed. Reg. 27438 (May 10, 2012).



over 0.1, titanium not over 0.005 and niobium not over 0.05; with a minimum
yield strength of 310 Mpa and a minimum tensile strength of 390 Mpa;
additionally coated on one or both sides with an organic coating containing not
less than 30 percent and not more than 60 percent zinc and free of hexavalent
chrome.?

Corrosion-resistant steel is steel sheet that has been coated or plated with a corrosion-resistant or
heat-resistant metal coating to prevent corrosion and thereby extend the service life of products produced
from the steel. It is used in the manufacture of automobiles and trucks, appliances, and industrial and
agricultural equipment, and in many construction applications. The two widely used processes for
manufacturing corrosion-resistant steel are the hot-dip process and the electrolytic process.

In its original determinations, the Commission found two separate like products: (1) corrosion-
resistant steel and (2) clad steel plate, a specialized corrosion-resistant steel product engineered to achieve
specific performance requirements. The Commission, however, made negative determinations with
respect to clad steel plate.?

In its first five-year reviews, in response to a party argument, the Commission declined to expand
the domestic like product to include micro-alloy corrosion-resistant steel.?® In the second five-year
reviews, the Commission again declined to expand the like product to include micro-alloy corrosion-
resistant steel.**

In these third five-year reviews, there is no information in the record that would compel a re-
examination of the Commission’s original domestic like product definition. All of the parties agree with
the Commission’s prior like product definition.”® Accordingly, we again define the domestic like product
to be all corrosion-resistant steel.

B. Domestic Industry and Related Parties

Section 771(4)(A) of the Act defines the relevant industry as the domestic “producers as a whole
of a domestic like product, or those producers whose collective output of a domestic like product
constitutes a major proportion of the total domestic production of the product.”® In defining the domestic
industry, the Commission’s general practice has been to include in the industry producers of all domestic
production of the like product, whether toll-produced, captively consumed, or sold in the domestic
merchant market. Section 771(4)(B) of the Act allows the Commission, if appropriate circumstances
exist, to exclude from the domestic industry producers that are related to an exporter or importer of
subject merchandise, or which are themselves importers.”

2077 Fed. Reg. 72827 (Dec. 6, 2012).

2L CR at 1-33-1-38, PR at 1-29-1-32.

22 Original Determination, USITC Pub. 2664, at 1-5.
28 First Reviews, USITC Pub. 3364, at 6-7.

24 Second Reviews, USITC Pub. 3899, at 101-102.

% Domestic Producers’ Response to Notice of Institution (Feb. 2, 2012) at 23; German Respondents’ Response to
Notice of Institution (Feb. 2, 2012) at 22; Korean Respondents’ Response to Notice of Institution (Feb. 2, 2012) at 7.

%19 U.S.C. § 1677(4)(A). The definitions in 19 U.S.C. 8§ 1677 are applicable to the entire subtitle containing the
antidumping and countervailing duty laws, including 19 U.S.C. 8§ 1675 and 1675a. See 19 U.S.C. § 1677.

2" The statute defines related parties in terms of direct or indirect control, including whether “a third party directly
or indirectly controls the producer and the exporter or importer....” 19 U.S.C. 8 1677(4)(B)(ii)(111). Direct or indirect
control exists when “the party is legally or operationally in a position to exercise restraint or direction over the other
party.” 1d. The primary factors the Commission has examined in deciding whether appropriate circumstances exist

7



1. Prior Investigations and Reviews

In the original investigations of corrosion-resistant steel, the Commission did not exclude any
U.S. producer of corrosion-resistant steel under the related parties provision.® In the first and second
reviews, no party argued for the exclusion of any related parties from the domestic industry, and the
Commission found that appropriate circumstances did not exist to exclude them.?

2. The Current Reviews

In these reviews, AMUSA ** TKSUSA,* Tata Steel Plating USA (“Tata USA”),* and USS-
POSCO?* are affiliated with a subject foreign exporter or U.S. importer. None of these firms themselves
imported subject merchandise.®* Consequently, under the statute they would be related parties only if
there were a “control” relationship between the U.S. producer, on the one hand, and the importer, or
exporter of subject merchandise, on the other.*® This criterion appears to be met for AMUSA and
TKSUSA, which each have a common parent with importers and/or exporters of subject merchandise.
The record, however, does not reflect whether control relationships exist between *** %

Even assuming that all of the affiliated U.S. producers are related parties, we do not believe that
appropriate circumstances exist to warrant their exclusion from the domestic industry. First, during the
period of review, these domestic producers were focused mainly on production of corrosion-resistant steel
in the United States and did not import any subject merchandise.*” Second, all of these companies have

to exclude a related party include the following:
(1) the percentage of domestic production attributable to the importing producer;
(2) the reason the U.S. producer has decided to import the product subject to investigation, i.e., whether the
firm benefits from the LTFV sales or subsidies or whether the firm must import in order to enable it to
continue production and compete in the U.S. market; and
(3) the position of the related producer vis-a-vis the rest of the industry, i.e., whether inclusion or exclusion
of the related party will skew the data for the rest of the industry.
See, e.9., Torrington Co. v. United States, 790 F. Supp. 1161 (Ct. Int’l Trade 1992), aff’d without opinion, 991 F.2d
809 (Fed. Cir. 1993).

28 Original Determination, USITC Pub. 2664, at 97-99.

2 First Reviews, USITC Pub. 3364, at 14; Second Reviews, USITC Pub. 3899, at 103-104. In both reviews, the
Commission emphasized the related parties’ investments in U.S. facilities since the orders were imposed, the
significant share of U.S. production they represented, and the absence of any indication that their domestic
operations were shielded from the effects of subject imports.

80 *** CR/PR at Table 1-9 n.1.
81 %** CR/PR at Table 1-9 n.7.
8 %%* CR/PR at Table -9 n.6.
8 *x* CR/PR at Table -9 n.8.
% See generally CR at I11-15, PR at 111-10.

%19 U.S.C. § 1677(7)(4)(B)(i). U.S. producer *** purchased a small amount of subject imports from Korea from
*** CR/PR at Table I11-7. A purchaser of subject merchandise is a related party only if it controls large volumes of
subject imports. The Commission has found such control to exist when the domestic producer was responsible for a
predominant proportion of the importer’s purchases and those purchases were substantial. See, e.q., Foundry Coke
from China, Inv. No. 731-TA-891 (Final), USITC Pub. 3449 at 8-9 (Sept. 2001). ***. CR/PR at Table I11-7.
Because the record indicates that *** did not control large volumes of subject imports, we find that *** is not a
related party.

% The parties have not submitted arguments on this issue.
¥ CR at 111-15, PR at 111-10. ***,




made significant investments in their U.S. corrosion-resistant steel operations during the period, including
significant capital expenditures.® Third, the only related party that *** continuation of the orders is ***
with respect to ***, and ***.%* Moreover, the financial condition of *** suggests that it has not
benefitted financially through its affiliation with *** 40 41 2 Finally, no party has argued that any of these
producers should be excluded from the domestic industry as related parties.

Thus, we find that appropriate circumstances do not exist to exclude any of the producers who
may be related parties from the domestic industry and therefore define the domestic industry to include all
U.S. producers of corrosion-resistant steel.

. CUMULATION
A The Original Investigations and Prior Reviews

In the original investigations, the majority of the Commission cumulated imports from the six
countries for which the Commission made affirmative determinations (Australia, Canada, France,
Germany, Japan, and Korea).*”

In the first five-year reviews, the majority of the Commission found that subject imports from all
six countries would be likely to have a discernible adverse impact on the domestic industry if the orders
were revoked. The Commission also found that a reasonable overlap of competition between the subject
imports and the domestic like product would be likely if the orders were revoked. The Commission did
not find any significant differences in the conditions of competition among the subject countries and
therefore exercised its discretion to cumulate imports from all six countries.*

In the second five-year reviews, the Commission found that subject imports from Australia,
France, Germany, Japan, and Korea each would likely have a discernible adverse impact on the domestic
industry if the order(s) on subject imports from that country were revoked.” The Commission also found
that there would be a reasonable overlap of competition among imports from all of the six subject
countries and the domestic like product, and among imports from the six subject countries, if the orders
were revoked.”® The Commission determined that certain factors indicated that subject imports from

% CR/PR at Table 111-12.
% Tr. at 211 (Dohr).
“ CR/PR at Table 111-10 (showing ***). ***_d. *** ]d.

1 Consistent with her practice in past investigations and reviews, Commissioner Aranoff does not rely on
individual-company operating income margins, which reflect a domestic producer’s financial operations related to
production of the domestic like product, in assessing whether a related party has benefitted from importation of
subject merchandise. Rather, she determines whether to exclude a related party based principally on its ratio of
subject imports to domestic production and whether its primary interests lie in domestic production or importation.

2 Commissioner Pinkert does not rely upon the financial performance of *** as a factor in determining whether
there are appropriate circumstances to exclude it from the domestic industry in these five-year reviews. The record
is not sufficient to infer from its profitability on U.S. operations whether it has derived a specific benefit from its
affiliation. See Allied Mineral Products v. United States, 28 CIT 1861, 1865-67 (2004).

3 Original Determination, USITC Pub. 2664, at 188 n.223.
“ First Reviews, USITC Pub. 3364, at 47.

“ Second Reviews, USITC Pub. 3899, at 106-110. The Commission made no such finding with regard to subject
imports from Canada because it declined to cumulate subject imports from Canada with imports from the other
subject countries on the basis of its finding that the likely conditions of competition faced by subject imports from
Canada differed from those likely faced by the other five countries. 1d. at 106.

4 Second Reviews, USITC Pub. 3899, at 117.




Canada would likely compete under significantly different conditions of competition than would imports
from any of the other subject countries, and therefore did not exercise its discretion to cumulate subject
imports from Canada with imports from any other subject country. The Commission determined that
many of the likely conditions of competition faced by subject imports from Australia, France, and Japan
were similar, and it therefore exercised its discretion to cumulate subject imports from those countries.
The Commission further found that many of the likely conditions faced by subject imports from Germany
and Korea were similar, and it therefore exercised its discretion to cumulate subject imports from those
countries.*’

B. Legal Standard
With respect to five-year reviews, section 752(a) of the Act provides as follows:

the Commission may cumulatively assess the volume and effect of imports of the subject
merchandise from all countries with respect to which reviews under section 1675(b) or
(c) of this title were initiated on the same day, if such imports would be likely to compete
with each other and with domestic like products in the United States market. The
Commission shall not cumulatively assess the volume and effects of imports of the
subject merchandise in a case in which it determines that such imports are likely to have
no discernible adverse impact on the domestic industry.*

Cumulation therefore is discretionary in five-year reviews, unlike original investigations, which
are governed by section 771(7)(G) of the Act.* The Commission may exercise its discretion to cumulate,
however, only if the reviews are initiated on the same day, the Commission determines that the subject
imports are likely to compete with each other and the domestic like product in the U.S. market, and
imports from each such subject country are not likely to have no discernible adverse impact on the
domestic industry in the event of revocation. Our focus in five-year reviews is not only on present
conditions of competition, but also on likely conditions of competition in the reasonably foreseeable
future.

The statutory threshold for cumulation is satisfied in these reviews, because all reviews were
initiated effective the same day: January 3, 2012.°° We consider the following issues in deciding whether
to exercise our discretion to cumulate the subject imports: (1) whether imports from any of the subject
countries are precluded from cumulation because they are likely to have no discernible adverse impact on
the domestic industry; (2) whether there is a likelihood of a reasonable overlap of competition among
imports from the subject countries and the domestic like product; and (3) whether there are similarities

7 Second Reviews, USITC Pub. 3899, at 111-112. The Commission found that the likely conditions of
competition faced by subject imports from Germany and Korea would differ from the likely conditions faced by
subject imports from Australia, France, and Japan. 1d. at 112.

%19 U.S.C. § 1675a(a)(7).

*19 U.S.C. § 1677(7)(G)(i); see, e.0., Nucor Corp. v. United States, 601 F.3d 1291, 1293 (Fed. Cir. 2010)
(Commission may reasonably consider likely differing conditions of competition in deciding whether to cumulate
subject imports in five-year reviews); Allegheny Ludlum Corp. v. United States, 475 F. Supp. 2d 1370, 1378 (Ct.
Int’l Trade 2006) (recognizing the wide latitude the Commission has in selecting the types of factors it considers
relevant in deciding whether to exercise discretion to cumulate subject imports in five-year reviews).

%077 Fed. Reg. 301 (Jan. 4, 2012).
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and differences in the likely conditions of competition under which subject imports are likely to compete
in the U.S. market.*

Domestic Producers argue that the Commission should cumulate imports from the subject
countries. German Respondents argue that the Commission should not cumulate subject imports from
Germany with subject imports from Korea because subject imports from Germany would have no likely
discernible adverse impact on the U.S. industry, there is no likely reasonable overlap of competition
between subject imports from Korea and Germany, and subject imports from Germany would likely
compete in the U.S. market under different conditions of competition than subject imports from Korea.
Korean Respondents do not take a position on cumulation.

C. Likelihood of No Discernible Adverse Impact

The statute precludes cumulation if the Commission finds that subject imports from a country are
likely to have no discernible adverse impact on the domestic industry.* Neither the statute nor the
Uruguay Round Agreements Act (“URAA”) Statement of Administrative Action (“SAA”) provides
specific guidance on what factors the Commission is to consider in determining that imports “are likely to
have no discernible adverse impact” on the domestic industry.> With respect to this provision, the
Commission generally considers the likely volume of subject imports and the likely impact of those
imports on the domestic industry within a reasonably foreseeable time if the orders are revoked.

The industries in both countries have maintained a presence in the U.S. market under the orders,
have available capacity, and are experienced global exporters. Therefore, based on the record, we do not
find that imports from Germany or Korea are likely to have no discernible adverse impact on the domestic
industry in the event of revocation of the orders.>*

51 Commissioner Pearson notes that, while he considers the same issues discussed in this section in determining
whether to exercise his discretion to cumulate the subject imports, his analytical framework begins with whether
imports from the subject countries are likely to face similar conditions of competition. For those subject imports that
are likely to compete under similar conditions of competition, he next proceeds to consider whether there is a
likelihood of a reasonable overlap of competition whereby those imports are likely to compete with each other and
with the domestic like product. Finally, if based on that analysis he intends to exercise his discretion to cumulate
one or more subject countries, he analyzes whether he is precluded from cumulating such imports because the
imports from one or more subject countries, assessed individually, are likely to have no discernible adverse impact
on the domestic industry. See Steel Concrete Reinforcing Bar From Belarus, China, Indonesia, Korea, Latvia,
Moldova, Poland, and Ukraine, Invs. Nos. 731-TA-873 to 875, 877 to 880, and 882 (Review), USITC Pub. 3933
(Jul. 2007) (Separate and Dissenting Views of Chairman Daniel R. Pearson and Commissioner Deanna Tanner Okun
Regarding Cumulation). Accord Nucor Corp. v. United States, 605 F. Supp.2d 1361, 1372 (Ct. Int’l Trade 2009);
Nucor Corp. v. United States, 594 F. Supp.2d 1320, 1345-47 (Ct. Int’l Trade 2008), aff’d, 601 F.3d 1291 (Fed Cir.
2010)

219 U.S.C. 8 1675a(a)(7).
% SAA, H.R. Rep. No. 103-316, vol. | at 887 (1994).

% Subject imports from Germany increased irregularly from *** short tons in 2006 to *** short tons in 2011 and
were *** short tons in January-June (“interim”) 2011 and *** short tons in January-June (“interim”) 2012. CR/PR
at Table I-11. The share of U.S. consumption of corrosion-resistant steel held by subject imports from Germany was
*** percent in 2011. CR/PR at Table IV-1. To calculate subject imports from Germany, Commission staff adjusted
official Commerce statistics to exclude merchandise that Commerce excluded from the scope of the order on subject
merchandise from Germany. CR/PR at Table I-11 n.1. Reported production capacity in Germany decreased from
7.5 million short tons in 2006 to 6.6 million short tons in 2011 and was higher in interim 2011 (3.4 million short
tons) than in interim 2012 (3.2 million short tons). CR/PR at Table IV-11. Capacity utilization remained relatively
high throughout the period of review, ranging between 82.7 and 99.0 percent; capacity utilization was 96.2 percent
in interim 2011 and 94.8 percent in interim 2012. CR/PR at Table IV-11. Exports from producers in Germany
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D. Likelihood of a Reasonable Overlap of Competition

The Commission generally has considered four factors intended to provide a framework for
determining whether subject imports compete with each other and with the domestic like product.*® Only
a “reasonable overlap” of competition is required.®® In five-year reviews, the relevant inquiry is whether
there likely would be competition even if none currently exists because the subject imports are absent
from the U.S. market.”’

Fungibility: We find a high degree of substitutability between domestically produced corrosion-
resistant steel and subject imports from Germany and Korea.®® Two-thirds or more of responding U.S.
producers, importers and purchasers reported that corrosion-resistant steel produced in the United States
and imported from Germany and Korea are “always” or “frequently” used interchangeably.>® The large
majority of all purchasers further found imports of corrosion-resistant steel from Germany and Korea to
be comparable with each other and with the domestic like product with respect to most non-price product
characteristics. In addition, the types of corrosion-resistant product that the subject producers either
exported to the United States or produced during the review period reveal a sufficient degree of
fungibility, both among the subject imports and between the subject imports and the domestic product.®
Producers in Germany, Korea, and the United States manufacture corrosion-resistant steel for automotive

decreased irregularly from *** percent of shipments in 2006 to *** percent in 2011. CR/PR at Table IV-11.

Based on official Commerce statistics, subject imports from Korea decreased irregularly during the current
period of review from 541,056 short tons in 2006 to 225,518 short tons in 2011; they were 105,854 short tons in
interim 2011 and 160,186 short tons in interim 2012. CR/PR at Tables I-11 & IV-1. The share of U.S. consumption
of corrosion-resistant steel held by subject imports from Korea was 1.2 percent in 2011. CR/PR at Table IV-1.
Reported production capacity in Korea increased irregularly from 9.8 million short tons in 2006 to 11.8 million short
tons in 2011, and was 5.9 million short tons in interim 2011 and 6.1 million short tons in interim 2012. CR/PR at
Table IV-16. Capacity utilization remained high throughout the period of review, ranging between 81.1 and 97.0
percent; it was 94.5 percent in interim 2011 and 95.7 percent in interim 2012. CR/PR at Table IV-16. Exports from
producers in Korea increased irregularly from 36.0 percent of shipments in 2006 to 42.4 percent in 2011. CR/PR at
Table IV-16.

% The four factors generally considered by the Commission in assessing whether imports compete with each
other and with the domestic like product are as follows: (1) the degree of fungibility between subject imports from
different countries and between subject imports and the domestic like product, including consideration of specific
customer requirements and other quality-related questions; (2) the presence of sales or offers to sell in the same
geographical markets of imports from different countries and the domestic like product; (3) the existence of common
or similar channels of distribution for subject imports from different countries and the domestic like product; and (4)
whether subject imports are simultaneously present in the market with one another and the domestic like product.
See, e.0., Wieland Werke, AG v. United States, 718 F. Supp. 50 (Ct. Int’l Trade 1989).

% See Mukand Ltd. v. United States, 937 F. Supp. 910, 916 (Ct. Int’l Trade 1996); Wieland Werke, 718 F. Supp.
at 52 (“Completely overlapping markets are not required.”); United States Steel Group v. United States, 873 F. Supp.
673, 685 (Ct. Int’l Trade 1994), aff’d, 96 F.3d 1352 (Fed. Cir. 1996). We note, however, that there have been
investigations where the Commission has found an insufficient overlap in competition and has declined to cumulate
subject imports. See, e.g., Live Cattle From Canada and Mexico, Invs. Nos. 701-TA-386 and 731-TA-812 to 813
(Prelim.), USITC Pub. 3155 at 15 (Feb. 1999), aff’d sub nom, Ranchers-Cattlemen Action Legal Foundation v.
United States, 74 F. Supp. 2d 1353 (Ct. Int’l Trade 1999); Static Random Access Memory Semiconductors from the
Republic of Korea and Taiwan, Invs. Nos. 731-TA-761 to 762 (Final), USITC Pub. 3098 at 13-15 (Apr. 1998).

57 See generally Chefline Corp. v. United States, 219 F. Supp. 2d 1313, 1314 (Ct. Int’l Trade 2002).
*® CR at 11-23, PR at 11-15.

% CR/PR at Table 11-10.

8 CR/PR at Table 11-8.

81 CR at I1-1-11-2, PR at 11-1-11-2.
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applications, and there is substantial overlap between the other types of corrosion-resistant steel that
subject producers make, as well as export to the United States, and the domestically produced product.®

Channels of Distribution. During the period of review, the *** majority of both domestic
producers’ U.S. shipments of corrosion-resistant steel and subject imports from Germany and Korea was
sold directly to end users.®® U.S. producers and importers from both subject countries ship corrosion-
resistant steel to automotive and other end users, as well as to distributors and service centers, although in
different proportions.%* For example, U.S. producers and importers of Korean product ship corrosion-
resistant steel to end users in the construction sector,®® while importers of German product have not
shipped to these customers since 2006.%

Geographic Overlap. Corrosion-resistant steel production occurs throughout the United States,
and domestic production is shipped nationwide.®” Subject imports from Korea are also sold throughout
the continental United States, whereas subject imports from Germany are sold primarily in the Midwest
and Southeast.®®

Simultaneous Presence in Market. Imports of corrosion-resistant steel from Germany and Korea
were present in the U.S. market in every month during the period of review from January 2006 to June
2012.%°

Conclusion. The information in the record supports a finding that imports from each subject
country are fungible with the domestic like product and each other, that imports from each of the subject
countries and the domestic like product would likely be sold in similar channels of distribution, and in
overlapping geographic markets, and that subject imports would be simultaneously present in the U.S.
market. Any subject imports from Germany and Korea that would enter the United States upon
revocation would likely be predominantly sold to end users and be available in multiple U.S. regions, as
they were prior to imposition of the orders. In light of the foregoing, we find that there would likely be a
reasonable overlap of competition between the domestic like product and imports from each subject
country and between imports from each subject country upon revocation.

2 CR at I1-1-11-2, PR at 11-1-11-2. We note that the statute requires a likely reasonable overlap of competition
with respect to the subject imports from the various sources, not merchandise produced generally by the subject
producers. See 19 USC § 1677(7)(G)(i). Consequently, there is no basis for the Commission to compare nonsubject
production from one country with subject production from another, as German Respondents suggest.

% CR/PR at Table II-1. In 2011, 71 percent of U.S. producers’ U.S. shipments, *** percent of subject imports
from Germany, and *** percent of subject imports from Korea went to end users.

 CR/PR at Table I1-1.

% CR/PR at Table I1-1.

% CR/PR at Table I1-1.

7 CR at IV-11, PR at IV-9.

% CR at 11-4-11-5, PR at 11-3-11-4.
% CR/PR at Table IV-5.
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E. Likely Conditions of Competition™

In determining whether to exercise our discretion to cumulate the subject imports, we assess
whether the subject imports from Germany and Korea would be likely to compete under similar or
different conditions in the U.S. market if the orders were revoked.” In these third reviews, we do not find
that subject imports from Germany and Korea would be likely to compete with one another under such
different conditions in the event of revocation as to warrant declining to exercise our discretion to
cumulate these imports.

F. Conclusion

For the reasons discussed above, in these reviews we determine to cumulate subject imports from
Germany and Korea.

V. WHETHER REVOCATION OF THE ANTIDUMPING DUTY AND COUNTERVAILING
DUTY ORDERS WOULD LIKELY LEAD TO CONTINUATION OR RECURRENCE OF
MATERIAL INJURY WITHIN A REASONABLY FORESEEABLE TIME

A. Legal Standards

In a five-year review conducted under section 751(c) of the Act, Commerce will revoke an
antidumping or countervailing duty order unless (1) it makes a determination that dumping or
subsidization is likely to continue or recur and (2) the Commission makes a determination that revocation
of the antidumping or countervailing duty order “would be likely to lead to continuation or recurrence of
material injury within a reasonably foreseeable time.””> The SAA states that “under the likelihood
standard, the Commission will engage in a counterfactual analysis; it must decide the likely impact in the
reasonably foreseeable future of an important change in the status quo — the revocation or termination of a
proceeding and the elimination of its restraining effects on volumes and prices of imports.””® Thus, the

® Commissioner Pinkert does not join this section. Where, in a five-year review, he does not find that imports of
the subject merchandise would be likely to have no discernible adverse impact on the domestic industry in the event
of revocation and finds that such imports would be likely to compete with each other and with the domestic like
product in the U.S. market, he cumulates them unless there is a condition or propensity — not merely a trend — that is
likely to persist for a reasonably foreseeable time and that significantly limits competition such that cumulation is not
warranted. Commissioner Pinkert finds no evidence of such a condition or propensity with respect to imports of the
subject merchandise from Germany and Korea. There is a high degree of substitutability between imports from the
two countries and no basis for discounting the inference that they would thus have an additive impact on the
domestic industry in the event of revocation.

™ See Nucor Corp. v. United States, 601 F.3d 1291, 1296 (Fed. Cir. 2010); see also Allegheny Ludlum Corp.,
475 F. Supp. 2d at 1378 (recognizing the wide latitude the Commission has in selecting the type of factors it
considers relevant in deciding whether to exercise discretion to cumulate subject imports in five-year reviews);
Nucor v. United States, 569 F. Supp. 2d at 1337-38; United States Steel, Slip Op. 08-82.

219 U.S.C. § 1675a(a).

™ SAA at 883-84. The SAA states that “{t}he likelihood of injury standard applies regardless of the nature of the
Commission’s original determination (material injury, threat of material injury, or material retardation of an
industry). Likewise, the standard applies to suspended investigations that were never completed.” 1d. at 883.
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likelihood standard is prospective in nature.” The U.S. Court of International Trade has found that
“likely,” as used in the five-year review provisions of the Act, means “probable,” and the Commission
applies that standard in five-year reviews.”

The statute states that “the Commission shall consider that the effects of revocation or termination
may not be imminent, but may manifest themselves only over a longer period of time.””® According to
the SAA, a “‘reasonably foreseeable time” will vary from case-to-case, but normally will exceed the
‘imminent’ timeframe applicable in a threat of injury analysis in original investigations.”’’

Although the standard in a five-year review is not the same as the standard applied in an original
antidumping duty investigation, it contains some of the same fundamental elements. The statute provides
that the Commission is to “consider the likely volume, price effect, and impact of imports of the subject
merchandise on the industry if the orders are revoked or the suspended investigation is terminated.”™® It
directs the Commission to take into account its prior injury determination, whether any improvement in
the state of the industry is related to the order or the suspension agreement under review, whether the
industry is vulnerable to material injury if the orders are revoked or the suspension agreement is
terminated, and any findings by Commerce regarding duty absorption pursuant to 19 U.S.C. §
1675(a)(4).” The statute further provides that the presence or absence of any factor that the Commission
is required to consider shall not necessarily give decisive guidance with respect to the Commission’s
determination.®

™ While the SAA states that “a separate determination regarding current material injury is not necessary,” it
indicates that “the Commission may consider relevant factors such as current and likely continued depressed
shipment levels and current and likely continued {sic} prices for the domestic like product in the U.S. market in
making its determination of the likelihood of continuation or recurrence of material injury if the order is revoked.”
SAA at 884.

s See NMB Singapore Ltd. v. United States, 288 F. Supp. 2d 1306, 1352 (Ct. Int’l Trade 2003) (“‘likely’ means
probable within the context of 19 U.S.C. § 1675(c) and 19 U.S.C. § 1675a(a)”), aff’d mem., 140 Fed. Appx. 268
(Fed. Cir. 2005); Nippon Steel Corp. v. United States, 26 CIT 1416, 1419 (2002) (same); Usinor Industeel, S.A. v.
United States, 26 CIT 1402, 1404 nn.3, 6 (2002) (“more likely than not” standard is “consistent with the court’s
opinion;” “the court has not interpreted ‘likely’ to imply any particular degree of ‘certainty’”); Indorama Chemicals
(Thailand) Ltd. v. United States, Slip Op. 02-105 at 20 (Ct. Int’l Trade Sept. 4, 2002) (“standard is based on a
likelihood of continuation or recurrence of injury, not a certainty”); Usinor v. United States, 26 CIT 767, 794 (2002)
(““likely’ is tantamount to ‘probable,” not merely ‘possible’”).

19 U.S.C. § 1675a(a)(5).

" SAA at 887. Among the factors that the Commission should consider in this regard are “the fungibility or
differentiation within the product in question, the level of substitutability between the imported and domestic
products, the channels of distribution used, the methods of contracting (such as spot sales or long-term contracts),
and lead times for delivery of goods, as well as other factors that may only manifest themselves in the longer term,
such as planned investment and the shifting of production facilities.” Id.

819 U.S.C. 8 1675a(a)(1).

19 U.S.C. § 1675a(a)(1). In the first reviews, the Commission stated that, in analyzing likely price effects, it
had weighed all the pertinent evidence and taken into account Commerce’s duty absorption findings, but noted that a
CIT decision (SKF USA Inc., et al. v. United States, 94 F. Supp. 2d 1351 (Ct. Int’l Trade 2000)), called into question
the validity of Commerce’s duty absorption findings with respect to transition orders. USITC Pub. 3364 at 54-55,
n.374. Since the first reviews, the Federal Circuit has affirmed the CIT decision, FAG lItalia S.p.A. v. United States,
291 F.3d 806 (Fed. Cir. 2002). The duty absorption findings made by Commerce in this case were prior to the
Federal Circuit decision and were not made or notified to the Commission in the context of these five-year reviews,
as specified in the statute. 19 U.S.C. § 1675(a)(4). Moreover, no party has raised any arguments regarding duty
absorption.

8 19 U.S.C. 8 1675a(a)(5). Although the Commission must consider all factors, no one factor is necessarily
dispositive. SAA at 886.

LTS
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In evaluating the likely volume of imports of subject merchandise if the orders under review are
revoked and/or the suspended investigation is terminated, the Commission is directed to consider whether
the likely volume of imports would be significant either in absolute terms or relative to production or
consumption in the United States.®* In doing so, the Commission must consider “all relevant economic
factors,” including four enumerated factors: (1) any likely increase in production capacity or existing
unused production capacity in the exporting country; (2) existing inventories of the subject merchandise,
or likely increases in inventories; (3) the existence of barriers to the importation of the subject
merchandise into countries other than the United States; and (4) the potential for product shifting if
production facilities in the foreign country, which can be used to produce the subject merchandise, are
currently being used to produce other products.®

In evaluating the likely price effects of subject imports if the orders under review are revoked
and/or the suspended investigation is terminated, the Commission is directed to consider whether there is
likely to be significant underselling by the subject imports as compared to the domestic like product and
whether the subject imports are likely to enter the United States at prices that otherwise would have a
significant depressing or suppressing effect on the price of the domestic like product.®

In evaluating the likely impact of imports of subject merchandise if the orders under review are
revoked and/or the suspended investigation is terminated, the Commission is directed to consider all
relevant economic factors that are likely to have a bearing on the state of the industry in the United States,
including but not limited to the following: (1) likely declines in output, sales, market share, profits,
productivity, return on investments, and utilization of capacity; (2) likely negative effects on cash flow,
inventories, employment, wages, growth, ability to raise capital, and investment; and (3) likely negative
effects on the existing development and production efforts of the industry, including efforts to develop a
derivative or more advanced version of the domestic like product.®* All relevant economic factors are to
be considered within the context of the business cycle and the conditions of competition that are
distinctive to the industry. As instructed by the statute, we have considered the extent to which any
improvement in the state of the domestic industry is related to the orders under review and whether the
industry is vulnerable to material injury upon revocation.®®

B. Findings in the Original Investigations and Prior Reviews

Conditions of Competition. In the original investigations, the Commission found that corrosion-
resistant steel was used primarily in the automotive and construction sectors. The Commission stated that
demand for corrosion-resistant steel had increased during the period of investigation, that the domestic
industry had invested heavily in additional and upgraded facilities, and that it had brought on line, or
planned to bring on line, additional capacity to meet the growing demand for corrosion-resistant steel.®

819 U.S.C. § 1675a(a)(2).

#19 U.S.C. § 1675a(a)(2)(A-D).

8 See 19 U.S.C. § 1675a(a)(3). The SAA states that “{c}onsistent with its practice in investigations, in
considering the likely price effects of imports in the event of revocation and termination, the Commission may rely
on circumstantial, as well as direct, evidence of the adverse effects of unfairly traded imports on domestic prices.”
SAA at 886.

#19 U.S.C. § 1675a(a)(4).

% The SAA states that in assessing whether the domestic industry is vulnerable to injury if the order is revoked,
the Commission “considers, in addition to imports, other factors that may be contributing to overall injury. While
these factors, in some cases, may account for the injury to the domestic industry, they may also demonstrate that an
industry is facing difficulties from a variety of sources and is vulnerable to dumped or subsidized imports.” SAA at
885.

% QOriginal Determination, USITC Pub. 2664, at 168-169.
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In the first five-year reviews, the Commission found that supply and demand conditions, as well
as the business cycle for corrosion-resistant steel, had not changed significantly since the original
investigations. The Commission observed that demand depended on the level of demand in the principal
end use markets (automotive and construction) and that there were two processes for making corrosion-
resistant steel, hot-dipping and electrolytic galvanizing. It described demand for hot-dipped corrosion-
resistant steel as having grown significantly faster since the original investigations than demand for
electrogalvanized product. It also found that apparent U.S. consumption had increased since the original
investigations.®” The Commission found subject imports and the domestic product to be broadly
interchangeable such that price was an important factor in purchasing decisions. As in the original
investigations, domestic producers dominated the U.S. market for corrosion-resistant steel and had made
significant investments since 1992 to add capacity and improve existing capacity.®

In the second five-year reviews, the Commission found that demand for corrosion-resistant steel
depended on demand in its end-use sectors, primarily automotive manufacturing and construction. The
Commission found that demand for corrosion-resistant steel had increased both in the U.S. market and
globally and that demand was expected to continue to grow in the reasonably foreseeable future.®

The Commission further stated that the period examined in the second reviews was a time of
significant consolidation and restructuring by U.S. producers. During the process of consolidation and
restructuring, domestic producers renegotiated labor costs, shed more than $7.5 billion in legacy costs,
reduced their fixed costs, and increased their productivity. Thus, the Commission found that while
corrosion-resistant steel production remained capital intensive, the domestic industry, as a result of
consolidation and restructuring, had lowered its fixed costs and was better able to control output and
production and maintain price levels in response to changing business cycles. The Commission noted
that the domestic industry’s capacity remained relatively stable during the period. The Commission
further found that the vast majority of corrosion-resistant steel was made to order and that consolidations
and mergers among corrosion-resistant steel producers worldwide as well as in the United States enabled
producers such as Arcelor and Mittal (which were at that time not yet affiliated) to supply their customers
from nearby production facilities, although significant quantities of corrosion-resistant steel continued to
be traded internationally.*

Subject Import Volume. In the original investigations, the Commission found that the cumulated
subject imports decreased slightly from 1990 to 1991 and then increased sharply to 1.9 million short tons
in 1992, along with gaining significant market share during the three-year period.”

In the first reviews, the Commission noted that the volume of cumulated subject imports fell
substantially after the orders were issued and remained at levels significantly below pre-order levels
during the review period. It found that the volume of cumulated subject imports would likely be
significant upon revocation based on several considerations, including (1) total production capacity in the
subject countries that exceeded apparent U.S. consumption in 1999; (2) capacity in the subject countries
used to produce nonsubject merchandise that could be shifted to produce the subject product; (3)
substantial excess capacity in the subject countries and an incentive to maximize and sustain the
utilization of available capacity given subject producers’ high fixed costs; and (4) subject producers’
reliance on export markets.”

8 First Reviews, USITC Pub. 3364, at 49-51.

% First Reviews, USITC Pub. 3364, at 49-51.

8 Second Reviews, USITC Pub. 3899, at 119-121.

% Second Reviews, USITC Pub. 3899, at 112-124.

° QOriginal Determination, USITC Pub. 2664, at 51-52.
%2 First Reviews, USITC Pub. 3446, at 52-53.
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In the second reviews, the Commission observed that Korean and German producers would have
a significant volume of subject product available for shipment to the United States if the orders were
revoked, based on their substantial capacity and production of corrosion-resistant steel, excess capacity,
general export orientation, the substantial and increasing level of their exports to the United States during
the review period, and their well-established relationships or distribution channels that would facilitate
increased supply to the U.S. market.”® The Commission stated that the availability of generally higher
prices in the United States than in Asian markets would give Korean producers the incentive to increase
shipments to the U.S. market and German producers the incentive to redirect volumes currently exported
to Asia to the U.S. market. Accordingly, the Commission found that the volume of subject imports from
Korea and Germany would likely increase and be significant absent the orders.*

Price Effects. In the original investigations, the Commission found that price was an important
factor for purchasers. It also found price suppression and depression based on subject import prices that
were falling at a greater rate than domestic prices, together with increased subject import volumes and
confirmed lost sales and lost revenue allegations.*®

In the first reviews, the Commission found that the likely increased sales of cumulated subject
imports would likely be achieved by aggressive pricing, which would result in significant effects on
domestic prices. It noted that while contracts provided some measure of insulation from spot market price
fluctuations, prices in the spot market could affect prices in the domestic industry’s contract business.*

In the second reviews, the Commission determined that the substantially larger volume of subject
imports from Korea and Germany that were likely to enter the U.S. market upon revocation of the orders
would either be priced aggressively to gain market share or be used by purchasers as leverage to obtain
more favorable domestic prices and thus would likely depress or suppress domestic prices to a significant
degree. Consequently, the Commission concluded that revocation of the orders on subject imports from
Germany and Korea would likely result in significant adverse price effects.”’

Impact. In the original investigations, the Commission found that the increased volume of lower-
priced subject imports and their significant market share depressed prices and caused the U.S. industry to
suffer lost market share and reduced the industry’s capacity utilization, and that the presence of such
imports contributed to growing industry financial losses despite increasing apparent consumption. The
industry’s capital expenditures and research and development expenses also declined, especially during
the latter part of the period of investigation.®

In the first reviews, the Commission found that the orders had a positive effect on the domestic
industry’s performance. The industry’s operating margin was higher at the beginning of the review
period than during the original investigation, and its capital expenditures and research and development
expenses had increased. Nevertheless, the Commission found the industry to be vulnerable given declines
in its operating income, operating margins, capacity utilization levels, and unit sales values. It found that
the likely significant volumes of subject imports upon revocation would likely undersell the domestic
product and suppress or depress U.S. prices, cause the domestic industry to lose market share, and have a
significant adverse impact on the domestic industry.”

In the second reviews, the Commission stated that in light of the domestic industry’s many
positive financial and performance indicators, the major restructuring that occurred during the review

% Second Reviews, USITC Pub.3899, at 144,

% Second Reviews, USITC Pub. 3899, at 144.

% Qriginal Determination, USITC Pub. 2664, at 190.
% First Reviews, USITC Pub. 3364, at 54.

%7 Second Reviews, USITC Pub. 3899, at 145.

% QOriginal Determination, USITC Pub. 2664, at 191.
% First Reviews, USITC Pub. 3364, at 55-57.
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period, and the ability of the domestic industry to make significant investments in new facilities, it did not
find that the domestic industry was in a weakened state.’® Nevertheless, it did find that if the orders on
subject imports from Germany and Korea were revoked, the likely significant increase in the volume of
subject imports from these countries, coupled with their likely adverse price effects, would likely have a
significant negative impact on the domestic industry. The Commission stated that while the domestic
industry was stronger and better able to handle the vicissitudes of the corrosion-resistant steel market, it
was not impervious to the effects of significant quantities of aggressively priced imports.'®*

C. Conditions of Competition and the Business Cycle

In evaluating the likely impact of the subject imports on the domestic industry if an order is
revoked, the statute directs the Commission to consider all relevant economic factors “within the context
of the business cycle and conditions of competition that are distinctive to the affected industry.”'* The
following conditions of competition inform our determinations.

1. Demand Conditions

Corrosion-resistant steel is used primarily in automotive and construction applications, although
other end uses include HVAC systems and appliance manufacturing, which are linked to residential
construction.'® Thus, demand for corrosion-resistant steel is mainly driven by demand in the automotive
and construction sectors, which tends to follow general economic trends.’®* This is confirmed by trends
in apparent U.S. consumption of corrosion-resistant steel during the period of review, which roughly
followed trends in real U.S. GDP growth — fluctuating from 2006 to 2008, declining steeply in 2009
consistent with the severe economic recession, and then recovering during the rest of the period of
review.’®® Specifically, apparent U.S. consumption of corrosion-resistant steel declined from 23.5 million
short tons in 2006 to a period low of 13.5 million short tons in 2009, before increasing to 18.4 million
short tons in 2011.1% Apparent U.S. consumption of corrosion-resistant steel was 9.2 million short tons in
interim 2011 and 10.4 million short tons in interim 2012.%" The three largest purchasers of corrosion-
resistant steel, ***, *** and *** accounted for *** percent of U.S. corrosion-resistant steel consumption
in 2011.18

When asked how overall demand for corrosion-resistant steel has changed in the United States
since 2006, a majority of domestic producers, U.S. importers, and purchasers reported that demand had
decreased or fluctuated.’® Most market participants attributed the decrease or fluctuations in demand to
the overall condition of the economy, citing the decline in the construction industry over the past three to
four years.''® Total construction spending in the United States (residential and nonresidential) declined

100 Second Reviews, USITC Pub. 3899, at 134-135.
101 Second Reviews, USITC Pub. 3899, at 145-146.
0219 U.S.C. § 1675a(a)(4).

103 CR at 11-16; PR at 11-10.

% CRat 11-17, PR at 11-11.

105 CR/PR at Figure 11-1.

106 CR/PR at Table I-11.

07 CR/PR at Table I-11.

18 CR at 1-50, PR at 1-39.

19 CR/PR at Table 11-3.

10 CR at 11-20, PR at 11-13.
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from 2006 to early 2011 before slowly increasing through 2012.*** Total automobile and light truck sales
in the United States declined from 2006 to early 2009, spiked in mid-2009, then steadily increased during
2010 through 2012.**2

When asked about anticipated changes in corrosion-resistant steel demand in the United States, a
majority of domestic producers, U.S. importers, and purchasers indicated that they believed demand
would increase or fluctuate through 2014.™3 These market participants reported anticipated growth in the
housing and construction industries as well as in the automotive industry, which would increase demand
for corrosion-resistant steel.*** The American Institute of Architects (AlIA) has reported “a much more
positive outlook in terms of demand for design services” and has predicted that conditions would improve
at a slow and steady rate.™® According to ***, *** 116 |ndustry sources have projected that U.S.
passenger vehicle sales will increase to between 14.9 and 15.4 million vehicles in 2013 and between 15.2
and 16.3 million vehicles in 2014.*

According to data compiled by ***, global consumption of galvanized steel sheet increased from
*** ghort tons in 2009 to *** short tons in 2012, or by *** percent.**® Global consumption of galvanized
steel sheet is forecasted by *** to *** in the coming years, although *** rate than during 2009-12.*°

2. Supply Conditions

During the period of review, the domestic industry satisfied the bulk of U.S. demand for
corrosion-resistant steel. On an annual basis, the domestic industry supplied between 82.2 and 90.8
percent of the U.S. market during the period of review.® The domestic industry has continued to
consolidate and restructure since the second reviews, as Novolipetsk Steel acquired Duferco Group’s
interest in Sharon Coating (formerly Winner Steel), Tata Steel completed its takeover of Corus Group Plc,
and AMUSA was formed from the U.S. operations of Mittal Steel and Arcelor. In addition, Severstal
acquired several mills during the period of review, then in 2011 it sold three U.S. mills to RG Steel,

11 CR/PR at Figure 11-2.
"2 CRat I1-17, PR at 11-11.
113 CR/PR at Table 11-3.
14 CR at 11-20, PR at 11-13.
15 CR at 11-19, PR at 11-13.

118 CR at 11-20, PR at 11-13. Blue Chip Economic Indicators forecasts housing starts of *** and *** in 2013 and
2014, respectively, and auto and light truck sales of *** and *** in 2013 and 2014, respectively. Id. citing Blue
Chip Economic Indicators, Vol. 38, No. 1, January 10, 2013.

17 CR at 11-20, PR at 11-13, citing Binder, Alan K., Ed. Ward’s Automotive Yearbooks, 2008-12; Automotive
News, “U.S. Light Vehicle Sales by Nameplate,” Dec. & 12 Months 2012, January 7, 2013; Polk & Co., “U.S. Light
Vehicle Sales Forecast,” January 10, 2013; McAlinden, Sean and Yen Chen, “After the Bailout: Future Prospects
for the U.S. Auto Industry,” December 2012, at 20.

118 CR/PR at Table 1V-23. *** estimated 2012 consumption data. We note that the data compiled by *** are for
galvanized steel sheet, which constitutes the great majority of corrosion-resistant steel products but does not include
other products within the scope of these reviews, such as steel coated with aluminum, nickel, and copper.
Consequently, *** data understate production of corrosion-resistant steel. The *** data do not include tinplated
steel, which is excluded from the scope of these reviews. CR at 1VV-41 n.29; PR at 1\VV-31 n.29.

1% CR/PR at Table IVV-24. Consumption of galvanized steel sheet is projected to increase from *** short tons in
2013 to *** short tons in 2016.

120 CR/PR at Tables 1-14-15. The domestic industry’s share of the U.S. market for corrosion-resistant steel was
90.2 percent in interim 2011 and 87.9 percent in interim 2012.
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which later declared bankruptcy and sold its mills.*?* Moreover, one new producer, TKSUSA, began
domestic operations in 2011.*% In 2011, the top five domestic mills, AK Steel, AMUSA, Nucor, SDI,
and U.S. Steel, accounted for *** percent of U.S. corrosion-resistant steel production.*® The domestic
industry’s capacity was 2.4 percent higher in 2011 than it was in 2006.'%*

U.S. producers reported that corrosion-resistant steel is sold mainly to automotive end users and
to steel service centers and distributors, with some shipments going to construction sector purchasers and
other end users. They reported that 31 to 38 percent of shipments of U.S.-produced corrosion-resistant
steel were sold directly to automotive end users during 2006-11 and that 28 to 32 percent of shipments
were sold to steel service centers and distributors.’”® Shipments of U.S.-produced corrosion-resistant steel
to construction end users declined irregularly as a share of total shipments from 23.0 percent in 2006 to
19.6 percent in 2011.1% Automotive purchasers reported that 96.4 percent of their 2011 purchases of
corrosion-resistant steel, by quantity, were from the United States, 1.4 percent were from
nonsubject sources, 1.9 percent was from Korea, and 0.3 percent was from Germany.*?’

Nonsubject imports declined from *** percent of total apparent U.S. consumption in 2006 to ***
percent in 2009, before increasing to *** percent in 2011; nonsubject imports’ share of apparent U.S.
consumption was *** percent in interim 2011 and *** percent in interim 2012.*%® In 2011, the largest
sources of nonsubject imports were Canada, Taiwan, China, Mexico, and India.*®

Imports from subject sources were a small presence in the U.S. market during the period of
review. Subject imports from Germany and Korea combined accounted for between *** and *** percent
of apparent U.S. consumption during the period of review.’®® Nearly all of this was attributable to subject
imports from Korea, as subject imports from Germany never exceeded *** percent of apparent U.S.
consumption during any single year.**

3. Other Likely Conditions of Competition

The record indicates that there is a high degree of substitutability between domestically produced
corrosion-resistant steel and corrosion-resistant steel imported from Germany and Korea.** Most market
participants found imports from subject sources to be at least frequently interchangeable with each other
and with the domestic like product.*** The majority of responding purchasers rated the U.S. and subject
products as comparable on 18 out of 22 factors reported; however, they found the U.S. product to be

2L CR/PR at Table I11-1.

122 CR/PR at Table I11-1. TKSUSA has reported that the capacity at its Alabama mill will increase from its
current 1.1 million short tons to approximately 2.2 million short tons by 2014. CR at 111-8, PR at I11-5.

128 CR/PR at Table 1-9.

124 CR/PR at Table I11-3; CR at I111-9, PR at I11-6. Data for 2006 are slightly understated, as they do not include
the corrosion-resistant steel operations of ***. In addition, the data for the period do not include the now-closed
Ohio mills formerly owned by RG Steel. CR at 111-9 n.5, PR at I11-6 n.5.

125 CR/PR at Table 1I-1.

126 CR/PR at Table I1-1.

127 pyrchaser questionnaire responses, section I1-1 for ***,
128 Calculated from CR/PR at Table I-11.

122 CR/PR at Table I1V-1.

130 CR/PR at Table I-11.

131 CR/PR at Table I-11.

182 CR at 11-23, PR at 11-15.

138 CR/PR at Table 11-10.
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superior with respect to “delivery time,” “local service availability,
“reliability of supply.”*3*

The record also indicates that price is an important factor in purchasing decisions in the U.S.
corrosion-resistant steel market. When asked to rank the factors used in purchasing decisions, responding
purchasers ranked quality and price most frequently as either the first or second most important factors.*®
Although the majority of U.S. producers, importers, and non-automotive purchasers reported that
differences other than price between corrosion-resistant steel produced in the United States and corrosion-
resistant steel imported from Germany, Korea, and nonsubject sources were “sometimes” or “never” a
significant factor in their sales or purchases.’® The majority of automotive purchasers, however, reported
that differences other than price were “always” a factor in their purchases.® More than half of the
responding purchasers reported that they “usually” purchase the lowest-priced corrosion-resistant steel.**
When asked to rate the importance of 22 specific factors when making corrosion-resistant steel
purchasing decisions, 33 of 35 responding purchasers rated “price” as “very important,” with only two
factors (“quality meeting industry standards” and “product consistency”) rated more frequently as “very
important.”** While 29 of 35 responding purchasers reported that the corrosion-resistant steel that they
purchase must be certified or prequalified, only three purchasers reported that a supplier had failed to
obtain certification during the review period.**

The raw materials used to produce corrosion-resistant steel include coal, iron ore, steel scrap, and
coating materials. Prices for these raw materials fluctuated from 2006 to 2012, and several U.S.
producers, importers and foreign producers reported that they expect this trend to continue.*** Prices for
the primary raw materials for corrosion-resistant steel — iron ore, coal, and iron and steel scrap — rose by
approximately 42 percent, 72 percent, and 79 percent, respectively, from 2006 to 2012.1*? Domestic
producers Nucor, U.S. Steel, AK Steel, and AMUSA have become vertically integrated after acquiring
suppliers of certain raw materials used in corrosion-resistant steel production.* Four U.S. producers
reported that they have included surcharges in their sales contracts to cover changes in the prices of raw
materials.*** U.S. producers’ vertical integration and use of surcharges limit their exposure to raw
material cost volatility.

The vast majority of corrosion-resistant steel sold by U.S. producers, importers, and foreign
producers is made to order. Eleven of fifteen responding U.S. producers, nine of 12 responding U.S.
importers, and all six responding foreign producers reported that 100 percent of their sales to U.S.
customers were produced to order, with lead times of four to 12 weeks, 120 to 180 days, and 60 to 150

proximity of supplier,” and

1% CR/PR at Table 11-8. Two of the factors for which the U.S. product was considered superior — “delivery time”
and “reliability of supply” — were considered “very important” by the great majority of purchasers. CR/PR at Table
1-7.

1% CR/PR at Table I1-5. Virtually all responding purchasers reported that both the domestic product and subject
imports “always” or “usually” met their minimum quality standards. CR/PR at Table 11-9.

1% CR/PR at Table 11-11.

¥ Purchaser questionnaire responses, section 1V-3 for ***,
1% CR at 11-24, PR at 11-16.

1% CR/PR at Table 11-7.

140 CR at I11-25-11-27, PR at 11-17-11-18. Generally, automotive purchasers reported certifying a supplier on a
product level.

1 CR/PR at V-1.

142 CR/PR at Figure V-1.

¥ Tr, at 71-72, 74-75 (Blume), 72-73 (Barlow), 73-74 (Sherrbaum), 75 (Mull).
144 CR at V-8, PR at V-6.
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days, respectively.'* Eleven of 15 responding U.S. producers and 14 of 27 responding importers reported
offering just-in-time delivery or similar inventory services for corrosion-resistant steel customers in the
United States, most often to automotive customers.*4

Finally, the majority of U.S. producers sold corrosion-resistant steel on a short-term contract
basis to automotive end users and on a spot sales basis to construction end users and other end users.**’
U.S. importers sold corrosion-resistant steel primarily on a short-term contract basis to all three end user
groups.**®

D. Revocation of the Antidumping Duty Orders on Subject Imports from Germany
and Korea and the Countervailing Duty Order on Subject Imports from Korea Is
Not Likely to Lead to Continuation or Recurrence of Material Injury to the
Domestic Industry Within a Reasonably Foreseeable Time

1. Likely Volume of Subject Imports

Subject imports from Germany and Korea maintained a small and declining presence in the U.S.
market during the period of review. The quantity of cumulated subject imports from Germany and Korea
was at a period high of *** short tons in 2006, then fell to *** short tons in 2007, *** short tons in 2008,
*** short tons in 2009, and *** short tons in 2010, before increasing to *** short tons in 2011.'
Cumulated subject imports’ share of apparent U.S. consumption fell irregularly from *** percent in 2006
to *** percent in 2011.*° Notably, cumulated subject imports from Germany and Korea were relatively
small even prior to the imposition of the orders, accounting for only 2.8 percent of apparent U.S.
consumption in 1992, and have maintained a small presence in the U.S. market since that time.™*

5 CRat 11-28, PR at 11-18.

146 CR at 11-28, PR at 11-18. One foreign producer, ***, reported offering just-in-time delivery or similar
inventory services to U.S. customers. CR at 11-29, PR at 11-18.

147 CR/PR at Table V-1. The majority of responding U.S. producers reported that their short term contracts were
365 days in length and fixed price or quantity (but not both). CR at V-7, PR at V-5-V-6.

148 CR/PR at Table V-1. The majority of responding importers reported that their short term contracts were 90 to
180 days in length and fixed both price and quantity. The majority of foreign producers reported selling corrosion-
resistant steel mainly on a short term contract basis for at least 86 percent of their sales to automotive end users and
100 percent of their sales to construction end users and that their short term contracts were 90 to 180 days in length
and fixed price. CR at V-7, PR at V-6.

149 CR/PR at Table I-11 & n.1 (excluding nonsubject imports from the official Commerce statistics). Cumulated
subject imports were *** short tons in interim 2011 and *** short tons in interim 2012.

%0 CR/PR at Table I1-11 & n.1. Cumulated subject imports’ share of apparent U.S. consumption was *** percent
in interim 2011 and *** percent in interim 2012. The large majority of the cumulated subject imports during the
review period were from Korea. Although the volumes of subject imports from Korea fluctuated during the review
period, the fluctuations involved relatively small absolute volumes, with the greatest year to year fluctuations
accounting for 0.5 percentage points of apparent U.S. consumption. CR/PR at Table I-11.

131 CR/PR at Tables I-1, 1-2, and 1-3 n.2. The Commission cumulated subject imports from Germany and Korea
with subject imports from Australia, Canada, France, and Japan in the original investigations and the first reviews.
The cumulated market share of imports from Germany and Korea was 1.8 percent in 1999 and 2005. CR/PR at
Tables I-1 & I-2.
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Producers in Germany and Korea have increased their capacity and production of corrosion-
resistant steel since the original investigations.'®®> However, subject producers operated at high capacity
utilization rates during the review period except for in 2009, which was an anomalous year because of the
severity of the global recession. Capacity utilization for the industries in the cumulated countries was 93
percent in 2011 and 95.4 percent in interim 2012.15 High capacity utilization rates limit the subject
producers’ ability to increase exports through greater production.”* We nevertheless recognize that
producers in Germany and Korea had combined excess capacity in 2011 of approximately 1.3 million
short tons.™ As discussed below, however, we find that likely market conditions in the reasonably
foreseeable future would keep the German or Korean industries from utilizing available capacity to
significantly increase exports of corrosion-resistant steel to the United States.

Although producers in Germany and Korea exported corrosion-resistant steel to various markets
during the review period, their focus has been predominantly on supplying their home and regional
markets.®® Only *** percent of 2011 shipments of corrosion-resistant steel from Germany were exported
outside of the European Union (“EU”), and a large portion of these exports to “other” markets were to
European countries that are not EU members.**" By contrast, in that same year German producers of
corrosion-resistant steel shipped *** percent of their production to the home market, exported *** percent
to the EU, and internally consumed *** percent.® In 2011, Korean producers of corrosion-resistant steel
shipped *** percent of their production to the home market, exported *** percent within Asia, and
internally consumed *** percent.’®® Only *** percent of Korean shipments of corrosion-resistant steel
were exported outside of Asia.*®® We find that German and Korean producers are likely to continue their
strong focus on their home and regional markets in the reasonably foreseeable future given projected
consumption growth in both Europe and Asia, where consumption of galvanized steel sheet is forecasted
to be stronger than in North America.*®

152 CR/PR at Tables V-9 & I1V-16. The cumulated capacity of subject producers increased irregularly from 17.4
million short tons in 2006 to 18.4 million short tons in 2011, while cumulated production increased irregularly from
16.8 million short tons to 17.1 million short tons. CR/PR at Table 1V-20.

153 CR/PR at Table 1V-20.

1% Hyundai HYSCO is in the process of building a new plant with corrosion-resistant steel capacity of 550,000
tons. Tr. at 230 (Pi). Korean Respondents assert that the reason for this addition, as well as Hyundai HYSCO’s
capacity expansions in 2011 and 2012, is that Hyundai and Kia are each adding one more automobile facility in
China and Hyundai HYSCO has been tasked by those affiliated purchasers to supply corrosion-resistant steel to
those facilities. Tr. at 228 and 230 (Pi).

15 CR/PR at Table 1V-20.

1% Although shipments of cumulated German and Korean corrosion-resistant steel to Mexico and Canada were
46,167 short tons higher in 2011 than in 2006, we do not find that this demonstrates a strong interest in the North
American market by subject producers. By contrast, cumulated subject producers increased exports to Asian
markets by *** short tons, with the large majority of this increase accounted for by Korean producers. CR at IV-16
n.10 and IV-25 n.21, PR at IV-14 n.10 and 1V-20 n.21 and CR/PR at Tables 1VV-6 and 1V-20.

%7 CR/PR at Table 1V-11; CR at IV-23, PR at IV-20; AMUSA’s Posthearing Brief at Exh. 18.
%8 CR/PR at Table IV-11.
9 CR/PR at Table IV-18.

180 CR/PR at Table IVV-18. Certain Korean producers included exports to India and Iran among their shipments to
“other markets.” CR at 1VV-33, PR at IVV-27. Exports to India and Iran accounted for 6.8 percent of total exports
from Korea in 2011. CR/PR at Table IV-13.

181 CR/PR at Table IV-24. Although the parties characterize the global market for corrosion-resistant steel as
oversupplied, due in large part to the 2009 global recession, the majority of market participants anticipate that
demand will either increase or fluctuate as the global economy continues to recover. CR/PR at Table 1VV-25. Market
participants stated that they expect an increase in demand for corrosion-resistant steel in China, India, Brazil,
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In addition, there are several other reasons why we find that a significant increase in the volume
of subject imports from Germany and Korea to the U.S. market would not be likely upon revocation.'®?
While Korean shipments to residual markets (markets other than those identified in the Commission’s
questionnaire), did increase on both a relative and an absolute basis during the period of review, those
increases have been gradual, and the record does not reflect sudden shifts by the Korean industry into
individual “other” markets. The record indicates that the largest annual increase in Korean exports to any
individual “other” market was to Mexico from 2009 to 2010, when exports increased by 143,608 short
tons following a sharp decline during the 2009 global recession.’®® This figure is equivalent to only 0.8
percent of 2011 apparent U.S. consumption.’® Thus, to the extent that Korean producers do increase
exports to the United States, notwithstanding their likely continued focus on their home market and Asian
export markets, any such increase is unlikely to be significant.’®®

We also do not find that the presence of automobile production facilities in the United States
owned by German and Korean companies would cause cumulated volumes of subject imports to increase
significantly. The large majority of U.S. importers’ shipments of corrosion-resistant steel from Germany
and a large and growing percentage of shipments from Korea were to automotive end users.'®®

Mexico, Korea, and Russia, as well as in other developing countries where they project increasing demand in both
the automotive and construction industries. CR at 1\VV-64, PR at I\V-37. Data compiled by *** on current and
forecasted global consumption of galvanized steel sheet, which constitutes the great majority of corrosion-resistant
steel products, yield a similar conclusion. *** estimates that global consumption of galvanized steel sheet will ***
percent, or by *** short tons, between 2012 and 2014, with *** percent of that growth coming from Asia. CR/PR at
Table IV-23. In contrast, *** estimates that global galvanizing capacity will increase during the same period by ***,
or *** short tons. CR/PR at Table 1V-28. Therefore, *** estimates indicate that growth in consumption will
outpace growth in capacity globally. We conclude that global demand for corrosion-resistant steel will increase in
the imminent future, driven by consumption in Asian markets and emerging markets elsewhere.

182 ThyssenKrupp, the largest producer of corrosion-resistant steel in Germany, and the company responsible for
the *** of exports of corrosion-resistant steel from Germany to the United States during the review period, has
argued that its domestic affiliate TKSUSA was recently given veto power to block any imports of corrosion-resistant
steel from ThyssenKrupp’s non-U.S. operations. German Respondents’ Prehearing Brief at 39-43. Given the record
evidence regarding ThyssenKrupp’s intention to sell TKSUSA by September 2013, we do not rely on any current
veto power by TKSUSA as a basis for our determination concerning the likely volume of subject imports. Tr. at 211
(Dohr).

182 CR/PR at Table IV-13.
164 Compare CR/PR at Table 1V-13 with CR/PR at Table C-1.

185 In the second reviews, the Commission noted that the largest Korean producer of corrosion-resistant steel,
POSCO, was in the process of building a production facility in Mexico, but that the facility would not be completed
until 2009. Second Reviews, USITC Pub. 3899, at 115. In June 2009, POSCO-Mexico began commercial
operations and now operates a continuous galvanizing line with production capacity of 400,000 tons, capable of
supplying the U.S. market with automotive grade corrosion-resistant steel from Mexico. Korean Respondents’
Prehearing Brief at 13. We find that this facility provides POSCO, the largest Korean producer of corrosion-
resistant steel, with a more geographically convenient North American base from which to supply its customers in
the United States.

166 CR/PR at Table 11-1. Domestic and respondent interested parties both reported that corrosion-resistant steel
sold to automotive end users is of a higher quality than corrosion-resistant steel sold to construction end users. Tr. at
160-161 (Anderson); German Respondents’ Posthearing Brief, Exh. 1, at 3. Respondents also added that, while
corrosion-resistant steel that is used in automotive applications could be used in construction applications, the higher
cost of such steel would not make it feasible to do so. German Respondents’ Posthearing Brief, Exh. 1, at 3. See
also Korean Respondents’ Posthearing Brief at 6. No corrosion-resistant steel from Germany has been shipped to
construction end users in the U.S. market since a *** volume was shipped in 2006. CR/PR at Table II-1. Only ***
percent of U.S. importers’” U.S. shipments of corrosion-resistant steel from Korea went to construction end users in
2011, down from *** percent in 2006. CR/PR at Table 1I-1. We find that any increase in volume of corrosion-
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Nevertheless, during the period of review, the subject imports accounted for only a tiny portion of
purchases by U.S. auto manufacturers. As discussed above, U.S. auto producers reported that 96.4
percent of their 2011 purchases of corrosion-resistant steel were from the United States, 1.4 percent from
nonsubject sources, 1.9 percent from Korea, and 0.3 percent from Germany.®” Several major U.S. auto
producers explained that they have a preference for local sourcing of corrosion-resistant steel '
Moreover, over the review period, the U.S. production facilities of ***. For example, in 2006 ***
purchased *** percent of its corrosion-resistant steel from Korean suppliers and *** percent from U.S.
suppliers, whereas in 2011 it purchased *** percent from U.S. suppliers and *** percent from Korean
suppliers.’® *** purchased *** percent of its corrosion-resistant steel from Korea and *** percent from
U.S. suppliers in that year; in 2011 it purchased *** percent from U.S. suppliers and *** percent from

resistant steel from Korea into the construction end user segment of the U.S. market is likely to be modest given the
relatively small volumes of subject imports from Korea prior to the orders, Korean producers’ focus on their home
and regional markets in these reviews, the fact that most of the growth in consumption for corrosion-resistant steel is
forecasted to occur in Asia, and, as discussed in more detail below, the lack of a strong price incentive for Korean
producers to divert shipments of corrosion-resistant steel to the U.S. market. See CR/PR at Tables I-1, IV-24 & IV-
25. Nor, despite an increase in the share of Korean shipments to “other end users” during the period, does the record
show that shipments to this channel would rise to any level that would render cumulated subject import volumes
significant in the reasonably foreseeable future, particularly given declines in German shipments to this channel and
the overall declines in subject import volumes during the period. See, e.g., CR/PR at Table IlI-1.

87 Purchaser questionnaire responses, section I1-1 for ***, In 2011, U.S. mills accounted for *** of corrosion-
resistant steel shipments to German automotive transplants in the United States. German Respondents’ Final
Comments at 7 n.41.

188 Ford, a major U.S. purchaser of corrosion-resistant steel, explained why it preferred locally-produced
corrosion-resistant steel for its North American operations. It reported that a steel producer’s geographical proximity
is very important to it because U.S. producers offer shorter lead times, local technical support, the ability to meet
just-in-time requirements, and reliability of supply. Ford explained that this is the primary reason why it purchased
*** percent of its corrosion-resistant steel for North American operations during the period of review from producers
in the United States and Canada and purchased *** subject merchandise from Germany and Korea for its U.S.
operations. Ford’s Prehearing Brief at 1-2. Ford stated that a preference for local supply is a major reason why
removal of the orders on subject imports from Germany and Korea would not result in Ford or similar end users
purchasing greatly increased volumes of subject merchandise from Germany and Korea. Id. at 3. *** reported that
it required that *** percent of its purchases be from domestic sources due to proximity to its *** stamping facilities
and shorter lead times to deliver the steel. *** purchaser questionnaire response, section I11-12. *** reported that it
required *** percent of its purchases to be from domestic sources due to shorter lead times, lower costs of logistics,
and availability of local mill technical support among other factors. *** purchaser questionnaire response, section
I11-12. *** reported that it requires *** percent of its purchases to be from domestic sources due to the ability of
U.S. suppliers to meet cost, delivery, and quality requirements. *** purchaser questionnaire response, section I11-12.
*** reported that ordering material from a country such as Germany or Korea can carry a higher cost, and the lead
time on the product does not meet the aggressive timelines required to manufacture autos in the United States.
Therefore, *** stated that due to cost and timing, sourcing corrosion-resistant steel domestically is more
advantageous. *** purchaser questionnaire response, section IV-5. We observe that these major U.S. purchasers’
statements are consistent with the responses of the majority of purchasers of corrosion-resistant steel, who rated
U.S.-produced corrosion-resistant steel superior to subject merchandise from Germany in terms of delivery time and
proximity of supplier and superior to subject imports from Korea in terms of delivery time, proximity of supplier,
local service availability, and reliability of supply. CR/PR at Table 11-8. More generally, 21 of 35 purchasers
reported that they had changed suppliers since 2006, with a number of responding firms indicating that
transportation costs were a factor in switching suppliers, and several of them noted switching to a supplier that was
closer to their facilities to reduce costs. CR at 11-29, PR at 11-19.

169 %** purchaser questionnaire response, section 11-1.
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Korean suppliers.'’® These data support the fact that *** auto producers located in the United States have
a *** U.S.-supplied corrosion-resistant steel, and there is no evidence to suggest that this trend will not
continue in the reasonably foreseeable future.*™

Finally, we do not find that there is a substantial price incentive for Korean and German
producers to divert significant quantities of corrosion-resistant steel to the United States. With respect to
Korean producers of corrosion-resistant steel, recent MEPS data do not show that U.S. prices are higher
than those in Korea, Korean producers’ largest market for corrosion-resistant steel, or in Japan, their third
largest market for corrosion-resistant steel.'”> Although U.S. prices were consistently higher than prices
in China, Korean producers’ second largest market for corrosion-resistant steel, Korean producers are
unlikely to shift exports from China to the U.S. market because many of these exports are to Korean
producers’ affiliated automobile facilities in China.'”® The size, projected growth, and proximity to Korea
of the Chinese market provides a strong incentive for Korean producers to continue to direct their
shipments, as well as any unused capacity, to that market rather than the smaller and less quickly growing
U.S. market.

Domestic Producers argue that U.S. prices are higher than prices in other markets and would
therefore provide a substantial incentive for the German producers to divert a large portion of their
exports from the lower-priced EU market to the higher-priced U.S. market.'’* German Respondents
disagree, stating that U.S. prices have not been consistently higher than those in Germany and that even if
U.S. prices were higher, simply comparing ex-mill prices does not take into account many other

170 #** purchaser questionnaire response, section 11-1.

1 We also observe that, consistent with this preference for locally supplied corrosion-resistant steel, corrosion-
resistant steel imports from Japan did not increase significantly once the antidumping duty order on Japan was
revoked pursuant to the second reviews, despite the fact that Japanese auto producers have operations in the United
States. In fact, Japan was not one of the top five sources of nonsubject imports of corrosion-resistant steel to the
United States during the current review period despite being a major source of imports during the original period of
investigation. CR/PR at Table IV-1.

172 \We do not find comparisons of average unit value (“AUV”) data to be particularly probative given the
significant differences in product mix for corrosion-resistant steel. MEPS data show that over the period of January
2006 to December 2012, U.S. market prices were generally higher than Korean home market prices until after June
2011, when Korean prices were predominantly higher. CR/PR at Tables IV-25 & IV-26. The data show a mixture
of higher Japanese home-market prices and higher U.S. market prices until after May 2010, when Japanese prices
were generally higher. CR/PR at Tables IV-25 & 1V-26.

13 Tr. at 228-230 (Pi); Korean Respondents’ Posthearing Brief at Q-11 and Exhs. 2 & 3. Although exports of
corrosion-resistant steel from China to Korea were approximately 622,000 short tons higher in 2012 than in 2006,
exports of corrosion-resistant steel from Korea to China were approximately 387,000 tons higher in 2012 than in
2006. CR/PR at Tables IV-13 & IV-14. Consequently, increased exports from China to Korea have not precluded
the growth of, much less displaced, Korean exports to China or to Asia as a whole, which increased in 2010 and
2011 and were higher in interim 2012 than in interim 2011. CR/PR at Table IV-18. The record also does not
indicate that the increases in exports from Korea to China that occurred during the latter portions of the period of
review would be likely to reduce significantly Korean producers’ focus on their home market in the reasonably
foreseeable future. We observe that Korean producers’ home market shipments declined from 2010 to 2011 as
exports from China to Korea increased. CR/PR at Table IV-14 & 1VV-18. This pattern did not continue in 2012,
when exports from China to Korea declined. CR/PR at Table IVV-14. Moreover, while Korean producers’ home
market shipments were lower in interim 2012 than in interim 2011, their internal consumption of corrosion-resistant
steel in Korea increased almost commensurately. CR/PR at Table 1V-18.

1 AMUSA’s Prehearing Brief at 57-58; Nucor’s Prehearing Brief at 48-49; U.S. Steel’s Prehearing Brief at 34-
38. Domestic Producers argue that the sustained higher prices make the U.S. market attractive to subject producers
even when the cost of transportation for subject producers is taken into account. AMUSA’s Posthearing Brief at 9-
10 & Exh. 1 at 38-41; Nucor’s Posthearing Brief at 11-12; U.S. Steel’s Posthearing Brief, Exh. 1 at 27-29.
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significant factors that affect acquisition costs and purchasing decisions, most notably transportation and
logistics costs, lead times, and currency risks.'” We agree that comparing ex-mill prices likely overstates
the price differential between trading partners, particularly for countries that are geographically distant.
Although the MEPS data show that U.S. ex-mill prices for corrosion-resistant steel have been generally
higher than EU prices between 2009 and 2012, EU prices were nearly even with U.S. prices in several
months and exceeded U.S. prices during the last half of 2010 and several months in 2011.1"® We find that
any price differential is unlikely to cause producers of corrosion-resistant steel in Germany to modify
their strong home market and regional orientation.’”” As discussed earlier, exports from Germany to the
U.S. market have been overwhelmingly focused on the automotive sector, where purchasers have
indicated a strong preference for domestic supply, as evidenced by the fact that 96.4 percent of their
corrosion-resistant steel requirements have been supplied by the domestic industry. Moreover, as
discussed above, although corrosion-resistant steel prices in Korea and Japan have recently been higher
than U.S. market prices, producers in Germany have shipped only minimal volumes of corrosion-resistant
steel to those markets.'® This consideration provides further support for our conclusion that, to the extent
that German producers were to increase exports to the United States after revocation, notwithstanding
their likely continued focus on home and EU export markets, any such increase is unlikely to be
significant.

Finally, assuming the U.S. market were indeed a “price magnet” for corrosion-resistant steel, we
would have expected to see additional nonsubject imports in the U.S. market during the period given the
absence of trade remedies on imports of corrosion-resistant steel from other countries and Domestic
Producers’ argument that economic conditions in most of the rest of the world were relatively weaker.
Instead, nonsubject imports to the United States declined over the period at a much more significant rate
than apparent U.S. consumption and lost *** percentage points of U.S. market share over the review
period as the domestic industry gained 7.8 percentage points.’” Accordingly, we do not find that price
levels in the U.S. market provide a sufficient incentive for subject producers in Germany and Korea to
begin shipping significant volumes of corrosion-resistant steel to the U.S. market in the event of
revocation.

175 German Respondents’ Prehearing Brief at 54.
76 CR/PR at Table IV-25.

7 1n this regard, we observe that ThyssenKrupp wholly owns ThyssenKrupp Galmed S.A. (“Galmed™), a
corrosion-resistant steel mill in Spain, which has not been subject to a U.S. antidumping duty order. According to
ThyssenKrupp, Galmed has a production capacity of *** short tons, produces the full range of hot-dipped corrosion-
resistant steel products, services the EU’s automotive, construction, and service center sectors, has access to
ThyssenKrupp’s distribution networks in the United States, is qualified by and sells corrosion-resistant steel to major
auto companies, and, as a fellow EU producer, is subject to the same demand conditions and pricing dynamics as
ThyssenKrupp. German Respondents’ Final Comments (Feb. 8, 2013) at 5-8. Although we recognize that Galmed’s
capacity is much smaller than ThyssenKrupp’s, and that conditions of competition in Spain may be somewhat
different than those in Germany, the fact that Galmed does not ship any corrosion-resistant products to the United
States further supports the conclusion that there is not likely to be a significant increase in imports of corrosion-
resistant steel from Germany upon revocation of the order.

18 CR/PR at Table IV-6 (showing that Korea and Japan were not among the top 15 export markets for corrosion-
resistant steel from Germany). Exports of corrosion-resistant steel from Germany to Korea were 126 short tons in
2006, 151 short tons in 2007, 452 short tons in 2008, 811 short tons in 2009, 1,689 short tons in 2010, and 1,666
short tons in 2011. Exports of corrosion-resistant steel from Germany to Japan were 1,349 short tons in 2006, 828
short tons in 2007, 731 short tons in 2008, 1,894 short tons in 2009, 1,140 short tons in 2010, and 765 short tons in
2011. EDIS Doc. 503945.

1% CR/PR at Table C-1. Of the four countries with respect to which orders were revoked after the second five-
year reviews, only Canada was a top-five source of U.S. imports of corrosion-resistant steel; however, imports from
Canada relative to U.S. production declined throughout the current period of review. CR/PR at Table IV-1.
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For all of the foregoing reasons, we do not find that the volume of cumulated subject imports
from Germany and Korea likely would be significant if the orders are revoked.*®

2. Likely Price Effects

In considering the likely price effects of subject imports from Germany and Korea if the orders
were revoked, we observe, as discussed above, that corrosion-resistant steel whether derived from subject
sources or U.S. producers is generally interchangeable. We again find, as we did in the original
investigations and the first and second five-year reviews, that price is an important factor in purchasing
decisions, although the majority of purchasers reported that domestically produced corrosion-resistant
steel was superior to subject imports with respect to delivery time, local service availability, proximity of
supplier, and reliability of supply.'®*

180 In our examination of likely subject import volume, we have also considered several other factors.
First, with regard to inventories of the subject merchandise, from 2006 to 2011 the quantity of end-of-period
inventories of cumulated subject merchandise in the United States declined irregularly from 68,709 short tons to
27,408 short tons; it was 43,445 short tons in interim 2011 and 26,336 short tons in interim 2012. CR/PR at Table
IV-3. From 2006 to 2011, inventories of cumulated subject merchandise in Germany and Korea declined irregularly
from 1.5 million short tons to 1.3 million short tons; they were 1.2 million short tons in both interim 2011 and
interim 2012. CR/PR at Table IV-20. Relative to total shipments, inventories fell irregularly from 9.2 percent in
2006 to 7.8 percent in 2011; they were 6.9 percent in interim 2011 and 6.5 percent in interim 2012. CR/PR at Table
IV-20. Despite the existence of these inventories held by the subject producers, the record indicates that most
corrosion-resistant steel, including that held in inventory, is made to order, CR at 11-28-11-29, PR at 11-18-11-19, and
therefore already committed to specific customers. Accordingly, the available information on inventories supports
our conclusion that significant subject import volumes are not likely upon revocation.

Second, with regard to the potential for product shifting, Korean producer ***