EUROPEAN COMMISSION

Directorate-General for Trade
* K ok
Directorate H - Trade defence

gk Investigations IV Relations with third countries for Trade defence matters

% 5%
*

Brussels, 03 August 2017

ANTI-DUMPING INVESTIGATION BY THE AUSTRALIAN GOVERNMENT ON IMPORTS OF STEEL
REINFORCING BAR

Written submission of the European Commission on the
Consideration Report Nr 418

On 27 June, the Australian Anti-Dumping Commission (ADC) initiated an anti-dumping
investigation on imports of Steel reinforcing bar from Greece, the Republic of Indonesia,
Spain (exported by Nervacero S.A.), Taiwan (exported by Power Steel Co. Ltd) and the
Kingdom of Thailand. The ADC also released the Consideration Report No 418 where, based
on the industry application, it provides the basis for initiating this investigation.

The European Commission (‘EC’) would like to thank the Australian authorities for the
opportunity to submit comments with regard to the initiation of the above-mentioned
proceeding and regrets that a second investigation on the same product involving European
producers has been initiated in such a short time?.

At the outset, and as already expressed on previous occasions, the EC notes that the
Consideration Report lacks some important elements of analysis. The EC understands that
this approach could in part be motivated by confidentiality reasons -only one complainant- or
because the information has not been verified. Furthermore, in certain instances it is difficult
to reconcile the data provided in the report and the application.

Despite the above limitations regarding the analysis the EC would like to draw the
investigating authorities' attention to certain issues regarding injury and causality. These
would require further analysis and are presented below.

1. Material Injury

It is recalled that Article 3.4 of the WTO Agreement, requires that the investigating
authorities examine "all relevant economic factors and indices having a bearing on the state
of the industry” and WTO jurisprudence has confirmed this obligation to analyse each and
every factor listed in that article.

! Investigation 264 against Spain initiated on 17 October 2014,



The ADC has found reasonable grounds to support the following domestic industry injury
claims: price depression and suppression, loss of revenue, loss of profits and
profitability. Other elements such as the volume effects and undercutting are also assessed
in the report.

Volume effects

According to information provided in the report and the application, the steel reinforcing bar
market in Australia has been growing during the injury investigating period (1/4/2013 to
31/3/2017) by around 17%. The domestic industry has fully benefited from this increase since
domestic sales have increased by 40% over the same period. At the same time dumped
imports have decreased by 20% and total imports by 25% (according to the application).

Production also increased. Regarding market share, the domestic industry has taken an
increasing portion of the market in the four years analysed.

Additionally, the rise of imports from the subject countries appears to mainly substitute
imports from countries subject to measures (on the basis of information in the report).
According to the complaint overall imports decrease (please see above).

Price effects

It is claimed that due to the low import prices from the subject countries the domestic
industry’s profitability suffered. However, the information on prices contained in the
Consideration Report is quite vague. As a consequence it is difficult to assess the nature and
the magnitude of price effects.

From the information available, it seems that the domestic industry is not able to increase
prices in line with the cost increase at the end of the investigating period. As far as
undercutting is concerned, prices from the subject countries appear to be slightly lower than
domestic prices in two of the four trimesters of 2016-2017.

However, Article 3.2 of the WTO Anti-dumping Agreements (ADA) determines that price
effects should have taken place “to a significant degree” and from the information available
so far, it does not seem to be the case.

Therefore, a more detailed analysis of the actual magnitude of variations not only of prices
but also for the rest of injury indicators is necessary. This could easily be done by releasing
indexed data for the whole injury investigating period.

Regarding profits, it appears that the industry increased profits, with difficulties arising only
at the end of 2016 and the first quarter of 2017. In this context, it is noted that the domestic
industry increased capacity in 2015 and 2016 and the investments related to this increase of
capacity may also have had an impact on the situation of the domestic industry.

In view of the above positive developments regarding indicators such as production, sales and
market shares, it appears that other factors may be the cause of any difficulties experienced by
the domestic industry.



2. Causal link

When referring to causation, Article 3.5 of the WTO Anti-dumping agreement provides that
"it must be demonstrated that imports are, through the effects of dumping causing injury
within the meaning of this Agreement".

As already seen above, undercutting has not been demonstrated. The information disclosed is
not sufficient to demonstrate a clear correlation between import prices from the subject
countries and the evolution of profitability of the domestic industry.

It has also not been demonstrated that price suppression at the end of the period is caused by
subject imports. Based on Figure 7 of the Consideration Report, prices from all competitors
are not far from each other and therefore all origins could motivate this price suppression.

Furthermore, the ADC needs to look into the reasons behind the high cost increase in the last
two trimesters of the investigation, which clearly motivates the loss in profitability.

According to data in the report, the domestic industry has suffered losses since well before the
investigating period (and at least since 2010/2011%). Given the above, it can only be
concluded that the industry is suffering from structural lack of competitiveness rather than
any problems caused by imports.

In this respect, the EC would like to recall the importance Article 3.5 WTO ADA: "The
authorities shall also examine any known factors other than the dumped imports which at the
same time are injuring the domestic industry, and the injuries caused by these other factors
must not be attributed to the dumped imports™.

In view of the above, the EC would like to encourage the investigating authorities to have a
look at the other factors that may have caused injury, such as the fluctuations of the
Australian dollar exchange rate, the apparently significant cost of labour or efficiency of the
operational performance.

3. Conclusions

Following the assessment of the information provided in the Consideration Report and the
application, the EC would like to draw the investigating authorities' attention to the fact that
the injury and causality analysis do not appear to be convincing at this stage of the
investigation.

The EC is expecting the release of meaningful non-confidential information, in particular on
all the injury indicators listed in Article 3.4. (Indexed data) for the sake of accuracy and
accountability.

Furthermore, investigating authorities should examine in depth the underlying reasons behind
the current situation of the industry, such as the impact of investments in capacity, the
increase in costs, labour costs or efficiency.

2 Statement of Essential Facts 264. Anti-dumping Commission - 2 September 2015.



The EC trusts that the Australian authorities will comply with their WTO obligations
throughout the proceeding.



