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19 July 2019 

 

Director Operations 1 

Anti-Dumping Commission 

GPO Box 2013 

Canberra ACT 2601 

 

Dumping investigation into HDPE exported from  

Korea, Singapore, Thailand and the USA 

 

Dear Director 

This submission is made on behalf of the Martogg Group of Companies (Martogg) in response to the 

application for the publication of dumping duties on high density polyethylene (HDPE) exported 

from Korea, Singapore, Thailand and the United States of America (USA) 

1. The applicant has failed to provide such information as the form requires 

The application is a statutory form which sets out specific statutory requirements for information and 

the form in which the information is to be provided. The applicant cannot simply ignore these 

requirements and provide its own version of the form. 

It is noted that the approved form requests that the injury indices at A-8.2 be provided for each 

‘model, type, grade of goods’. It is apparent that the applicant has ignored this requirement and 

simply provided consolidated data for all HDPE like products. The omission of injury data for each 

grade or type of HDPE is a critical deficiency given the applicant’s own explanation of the differing 

market characteristics for the different types of HDPE. 

At page 10 of the application, a table provides an overview of the different grades of HDPE and 

categorises them according to their relevant market sectors and applications. This includes: 

- Blow-moulding; 

- Film; 

- Injection moulding; 

- Pipe; 

- Tape and mon-filament; and 

- Wire and cable. 

The applicant responds to the question at A-3.10 which seeks to understand whether different models 

exist within the parameters of the goods subject of the application by explaining: 

There are a range of grades of HDPE manufactured and sold by Qenos. Grades of HDPE are 

differentiated by the melt index and density of the HDPE. Blow moulding and injection moulding 
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grades of HDPE typically have selling prices at the lower end of the spectrum, with film grades 

selling at a premium to blow/injection mould grades. A further premium is evident for pipe grades 

of HDPE due to higher performance, as well as the addition of additives in these grades. 

The applicant also confirms that it ‘has included the costs associated with all grades of HDPE in Appendix 

A6.1. Domestic sales listed in Appendix A4 identify the goods by grade.’ 

Given that the grade of HDPE is acknowledged by the applicant to be critical for identifying  the 

various models, and the applicant appears to have provided the required cost and sales data on a 

model basis, it is unsatisfactory then for the applicant to simply choose not to comply with the 

approved form’s requirement for the injury indices at section A-8 and omit indexed trends for each 

grade of HDPE. The Commission ought to be holding the applicant to the same standard for 

complying with the information requirements in its application, as it does of importers and exporters 

in completing their respective questionnaires. 

The need for indexed trends across each of the injury indicators is important given the Commission’s 

2009 investigation into other polymer products manufactured by the applicant (linear low density 

polyethylene exported from Canada and the USA). In terminating its investigation on the basis of 

negligible injury, the Commission observed that1: 

Interested parties, including Qenos, have advised that LLDPE manufactured for one application 

cannot be substituted for another application. For example, film LLDPE cannot be used in 

rotational moulding applications and vice versa. This is due to different melt indexes required for 

the different end use applications. 

We noted that this is generally accepted by all interested parties and we also accept this premise. 

We therefore took this market demarcation into account when assessing injury and causation in 

the rest of the SEF.  

We also noted that while Qenos produces injection moulding LLDPE, we were not aware of any 

being imported from Canada or the USA during the investigation period.  

The market demarcation found to exist within the LLDPE grades, are equally evident amongst the 

different HDPE grades consumed in the Australian market today. This is supported by the applicant’s 

explanation of the price tiers between the various grades of HDPE. 

Therefore, Martogg urges the Commission to request the applicant to prepare revised injury indices 

for each HDPE grade produced and/or sold. This would provide interested parties with a reasonable 

understanding of the injury claims being made and allow them to properly respond to the market 

characteristics of relevant sectors in which they are familiar. This is particularly essential in 

circumstances where an importer imports only one grade of HDPE and is therefore only able to 

provide commentary on the market dynamics within its relevant market sector. 

2. Injury claims by applicant 

It is somewhat disingenuous for Qenos to be claiming that imports of HDPE are contributing to 

reduces sales volumes and reduced market share when other known factors are the primary cause of 

its volume related injury. 

a) Capacity constraints 

                                                           
1 TM Report No. 146, page 21 
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It is well known in the Australian market that Qenos has recently introduced allocations for 

customers of pipe and blowing grade HDPE. This can be confirmed directly with Qenos and/or its 

main customers of both grades. It is unreasonable in these circumstances for Qenos to claim that 

volume injury is evident by the increase in imports at the expense of its own sales, at the same time as 

it restricts the volumes that domestic customers are able to purchase. 

Whilst the decision to impose pipe and blowing HDPE allocations is a recent one, the Australian 

market has been aware of Qenos’ capacity constraints since 2017/18. This is evident by Qenos’ 

decision to sell imports of HDPE which are either directly or indirectly sourced from Saudi Arabia. 

This is confirmed in its application where it states that it has ‘an arms-length relationship with the 

[Country] supplier [name] for some limited volumes of HDPE [type] grade resin in 2017/18. Similarly, Qenos 

does not have a relationship with an importer of the goods’2. It is also noted that Qenos has completed 

Appendix A-5 of the application, which requests sales of imported goods. 

In these circumstances, the Commission must seek to understand the cause and trigger for Qenos’ 

decision to offer imported HDPE to the Australian market, whilst at the same time placing domestic 

customers on allocations.  

b) Sharp increase in local gas costs incurred by Qenos 

Martogg contends that the primary cause of production constraints experienced by Qenos is the well 

documented sharp increase in local gas costs, coupled with limited gas supply, at a time when US and 

Middle East polyethylene producers are experiencing reduced gas feedstock and power costs and 

oversupply. This is directly supported by the following public statements made by Qenos 

management. 

In 2016 we paid $8 million dollars for electricity and in 2018 we paid $18 million dollars," 

he said. "That's just for the commodity; that doesn't include network charges and other 

costs. 

"We've taken more than $60 million of cost increases over that time. We can't pass a dollar 

of that on to our customers because our competition, who all come from overseas, don't 

have any of those increased costs." 

The gas shortage is a long way past being a theoretical problem. Qenos has let go of 15 per 

cent of its workforce in just the past year-and-a-half. [emphasis added] 

Source: ABC News (refer to Non-confidential appendix A) 

------------------------------------ 

Trade-exposed industrial gas users are already suffering a "slow burn" of job losses as they 

chase ways to absorb higher energy costs that can't be passed through to customers, said 

Mr Clancy, who says ChemChina's Qenos plants in Altona and Botany are suffering not 

only gas price hikes but shortages of their key feedstock, ethane. 

… 

ChemChina invested $200 million several years ago to expand its Altona plant by 20-30 per 

cent, but instead had suffered a 20-30 per cent shortfall in ethane supply, which has cut 

output, he said 

                                                           
2 EPR Record no. 1, section A-2.8, page 8. 
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Source: AFR (refer to Non-confidential appendix A) 

------------------------------------ 

“The issue is not enough supply and as a consequence domestic consumers and industrial 

buyers are being asked to pay prices that I don’t believe are sustainable for heavy 

industry,” Qenos chief executive Stephen Bell told The Australian. 

Source: The Australian (refer to Non-confidential appendix A) 

------------------------------------ 

Mr Bell said Qenos, which has polyethylene plants in Altona in Melbourne and Port Botany 

in Sydney, had been battling hard to boost productivity following increases of up to $60 

million a year in its gas and electricity expenses, but was now being forced to lay off staff. 

… 

Mr Bell said Australia had gone from having some of the cheapest energy in the world to 

being a country with the most expensive. Gas prices in the US had come down dramatically 

in recent years while prices in Australia had more than doubled, he said. 

“In Australia we were paying $4 a gigajoule a few years ago for gas but in recent times the 

costs are between $10 and $15 a gigajoule,” he said. 

Source: The Australian (refer to Non-confidential appendix A) 

------------------------------------ 

"We are facing more increases and clearly we can not absorb them or pass them on to our 

customers," Mr Bell said. "We have to find efficiencies and our overseas competitors are 

not facing this problem. They can buy (ethane) at the international price.” 

Source: AFR (refer to Non-confidential appendix A) 

------------------------------------ 

“I can’t sack enough people to offset that $60m because I still need to run a business. So 

I’m looking at all the variables: revenues, margins, efficiencies, quality, production as well 

as cost,” Mr Bell told The Weekend Australian. 

… 

“My shareholders in a $200m expansion in Altona gave the go ahead on the basis that gas 

would turn up at a competitive price,” said Mr Bell. “And now we’ve got a situation where 

the whole investment has been undermined by the fact we’ve can’t buy competitively 

priced gas any more.” 

With its main petrochemical competitors in the Middle East and the US able to tap cheap 

gas, Qenos is hopeful price relief will arrive and enable it to commit to new investments. 

Source: The Australian (refer to Non-confidential appendix A) 

------------------------------------ 

There is no doubt then that Qenos has become internationally uncompetitive through no fault of its 

own or imports of HDPE. Domestic gas costs have increased sharply since 2017, which is confirmed 

by Qenos in its application – ‘[t]he applicant experienced an increase in the unit cost to produce HDPE due 
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to energy cost increases coinciding with oil price increases driving catalyst and chemical input costs in 

2018/19.’3 It is also supported by the indexed trends in HDPE unit costs which showed a 22 

percentage point increase in 2018/19 from the index period of 2015/16. 

c) Australian HDPE price benchmarked to South East Asian regional prices 

Faced by the increased gas costs since 2017, it is worth noting that Qenos management have stated on 

several occasions that they are unable to pass on the higher energy costs to its domestic customers. 

This is due entirely to the decision by Qenos to benchmark its selling prices to regional South East 

Asian HDPE Extrusion Blow Mould (EBM) prices. Given the contrasting trend in power costs facing 

Qenos and its overseas competitors, there has been a clear divergence in Qenos’ actual HDPE costs 

and corresponding regional HDPE EBM prices. 

Qenos customers are aware that its prices are based on a regional parity price model which takes 

account of: 

- the South East Asian HDPE EBM price; 

- rate of exchange; 

- into-store importation costs; and 

- a local price premium. 

This is supported by chart 1 below (refer to Confidential Appendix B for source data) which 

compares the movement in Martogg’s HDPE prices offered by Qenos, and an equivalent delivered 

duty paid price based on Platts SE Asian HDPE EBM USD/t CFR midpoint. It demonstrates that the 

Qenos HDPE price has staunchly and historically followed the nominal delivered import price since 

June 2004.  

[CONFIDENTIAL CHART REMOVED] 

   Chart 1: Qenos HDPE vs DDP (Platts SE Asian HDPE EBM), from 2004. 

[CONFIDENTIAL CHART REMOVED] 

   Chart 2: Qenos HDPE vs DDP (Platts SE Asian HDPE EBM), from 2017 

As shown in chart 2 above, the strong correlation between Qenos HDPE prices and delivered import 

prices based on Platts SE Asian HDPE EBM prices is also evident during recent years when Qenos 

was more acutely experiencing the increase in its energy and gas feedstock costs. 

It is worth noting that the Commission has confirmed in previous polyethylene related dumping 

investigations, that prices are generally formula based with a key component being a South East 

Asian benchmark price. For example, in terminating the 2011 investigation into LLDPE exported from 

Canada, Korea and the USA4, the Commission stated: 

Customs and Border Protection established that prices for film grade LLDPE sold into the 

Australian market were generally formula based and have been for at least ten years. Most major 

customers of the Australian industry and Dow Australia in the film market were on formula based 

monthly pricing. One of the key components of the formulas is a benchmark South East Asian 

reference price for butene LLDPE published weekly by ICIS. 

                                                           
3 Ibid., section A-8.2, page 21. 
4 TM Report No. 165, pages 26-27. 
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…  

Suppliers add to the benchmark price a notional margin for importation costs to bring the price up 

to an equivalent into-store price. Finally, the formula may also include an additional premium to 

reflect the type of resin being sold and the additional performance properties of the resin. This built 

up price is then converted to Australian dollars. 

Therefore, it is the case that all selling prices in the Australian market show a strong positive 

correlation to SE Asian HDPE EBM prices. That is, all other factors being equal, import and Qenos 

HDPE prices will move consistent with, and to the same degree as SE Asian HDPE EBM prices. This 

explains why Qenos has been unable to pass on the sharp increases in its energy and gas feedstock 

costs to its domestic customers, as its selling prices are benchmarked to movements in the SE Asian 

HDPE EBM prices. This also confirms that the primary driver and determinant of Qenos’ selling 

prices is the SE Asian HDPE EBM benchmark prices, and not import prices, which are themselves 

driven by the same benchmark pricing. 

d) Injury caused by Asian regional prices cannot be attributed to imports into Australia 

Martogg wishes to address an expected counterclaim by Qenos in response to the impact of SE Asian 

HDPE EBM prices on Qenos HDPE selling prices. In investigation 165, the Commission found that 

Asian regional benchmark prices played an integral role in determining Qenos’ own domestic selling 

prices. In responding to this view, Qenos made the following statements5: 

- if prices aren’t competitive with the South East Asian regional export price for LLDPE, its 

customers will source LLDPE from import sources rather than from the Australian industry;  

- the South East Asian regional prices are impacted by excess supply of product in the region 

meaning that the prices are dumped prices;  

- North American and Korean LLDPE exports were sold into the South East Asian region at 

dumped prices;  

- the requirement for Qenos to match these South East Asian dumped prices means that the 

Australian industry is competing against injurious prices. 

Qenos essentially argued that oversupply conditions in North America and Korea led exporters from 

those countries to dump product into third countries within the Asian region. Qenos then claimed 

that the third country dumping led to depressed South East Asian prices which ultimately flowed 

through to lower prices in the Australian market. The Commission rejected Qenos’ causal link 

premise, primarily on the basis that ‘dumping’ and dumped goods ‘are defined as any goods exported to 

Australia that are determined to have been dumped (that is, where the export price of the goods is less than the 

corresponding normal value).’6  

This is reinforced by subsection 269TAE of the Customs Act 1901 (the Act) which outlines the relevant 

factors that the decision maker may have regard to. This includes: 

- margin of dumping of goods exported to Australia; 

- volume of goods exported to Australia; and 

- export price of the goods exported to Australia. 

                                                           
5 Ibid., page 27. 
6 Ibid., page 28. 
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Therefore, the causal link assessment must only seek to attribute injury caused by the subject goods 

exported to Australia, and not as Qenos has previously argued, by attributing injury to third country 

exports from the subject countries. 

It is also worth noting that Qenos management have themselves highlighted that overseas producers 

have benefited from reduced energy and gas feedstock costs. This includes North American 

producers achieving a competitive advantage following the rapid growth of US shale gas production 

from 2007, which saw natural gas spot prices fall sharply. Chart 3 below shows natural gas spot prices 

fell by 85% from the peak of December 2015 (US$15.39/million Btu) to June 2019 (US$2.33/mill Btu) 

(refer to non-confidential Appendix C for source data). 

 

     Chart 3: US Natural Gas spot prices    

By contrast, the chart below shows that Australian east coast wholesale gas prices for large industrial 

users increased by approximately 100% between 2006 (A$4/gigajoule) and 2017 (A$10/gigajoule). As 

noted in the March 2019 Australian article, ‘[u]sers on the east coast now pay more than $12 per gigajoule of 

gas, up to four times historical levels’. 

 

   Source: Gas Price Trends Review 20177 

The observed falls in North American natural gas costs has led to reduced HDPE prices since March 

2018, which has equally impacted on Asian regional HDPE prices. This is evident from published 

HDPE EBM prices (Confidential Appendix B) outlined in chart 4 below, which shows that South East 

Asian HDPE EBM prices fell approximately 24% across the investigation period, from the high of 

US$1,400/t in May 2018 to US$1060/t in March 2019. 

[CONFIDENTIAL CHART REMOVED] 

                                                           
7 Oakley Greenwood – Gas Price Trends Review 2017, page 8. 
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Chart 4: Platts HDPE EBM prices 

This further supports the public statements by Qenos that rising energy and feedstock costs in 

Australia, at a time when overseas producers are benefiting from reduced energy and feedstock costs, 

have been the primary driver for its lack of competitiveness. In addition, as its domestic selling prices 

are benchmarked against falling Asian regional prices during the investigation period, Qenos’ 

experienced on suppression on its margin between selling prices and costs, which is evident from the 

index of profit variation outlined in its application and shown below.  

 

3. Martogg imports 

In its application, Qenos identified that whilst direct import volumes from the USA were negligible, it 

was possible that total imports from the USA exceeded the 3% threshold as some consignments may 

have been transhipped via Singapore.  

In its consideration report, the Commission noted8: 

… that there appear to be goods which may have been classified under incorrect tariff subheadings, 

and the consignment has not been described in sufficient detail to assess the classification further. 

The Commission has also observed some consignments have been declared with volumes which are 

either over or understated (e.g. declared in kilograms rather than tonnes, and vice versa). 

The Commission added9: 

Whilst Qenos’ application suggested that volumes exported from the USA accounted for 

approximately 2 per cent of all Australian imports, the Commission considers, based on the evidence 

it has gathered, that the volume imported during the investigation period exceeds that figure. 

Further noting the potential for the goods to have been misclassified and / or incorrectly declared in 

terms of volumes in the ABF import database, the Commission has concluded that there still appear 

to be reasonable grounds for the publication of a dumping duty notice with respect to exports from 

the USA. 

Martogg has reviewed and compared its own import information to the Australian Border Force 

(ABF) import listing provided by the Commission. Martogg’s total imports from the USA are 

accurately reflected in the import listing provided for the investigation period, which represent a 

mere XX% of the estimated total import volume at Table B-1.5 of Qenos’ application.  

Whilst Martogg is obviously unaware of the corresponding USA import volumes by other importers, 

the Commission’s concern about the possible discrepancy in ABF import data provides legitimate 

concerns about the accuracy of the total import volumes from the USA, and whether the minimum 

3% import threshold is achieved. Martogg therefore urges the Commission to contact all parties 

identified as importers of HDPE from the USA and confirm with them their precise import volumes 

of HDPE during the investigation period. 

                                                           
8 EPR Record no. 2, section 2.5.1, page 10. 
9 Ibid., page 17. 
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4. Non-injurious price 

The non-injurious price (NIP) is the minimum price necessary to prevent injury caused to the 

Australian industry by dumping. The NIP is derived from the unsuppressed selling price (USP), a 

price that the Australian industry could be expected to achieve in a market unaffected by dumping.  

The Commission also utilises the NIP as an additional test to establish whether there is a causal link 

between the alleged dumping and material injury. For example if the NIP is below the determined 

export prices, those export prices, whether dumped or not, must be non-injurious. Likewise, if the 

USP is at or below the Australian industry’s actual selling prices during the investigation period, this 

is a strong indicator that industry’s prices are suppressed by factors other than dumping. 

Martogg contends that given Qenos’ prices are referenced against Asian regional HDPE prices and 

those regional prices are impacted by heavily reduced energy and feedstock prices in North America 

and the Middle East, there is no scope for Qenos to claim that its prices would have been higher in the 

absence of subject imports. For this reason, Martogg submits that the Commission should establish 

the USP on the basis of the current formula utilised by Qenos. This is consistent with the 

Commission’s previous approach in investigation 165, where the Commission considered10: 

… that it is appropriate to construct an unsuppressed selling price using the industry’s current 

formula. This would involve using the published ICIS price converted to Australian dollars plus an 

amount for into store costs and a premium to reflect the hexene grades produced by the Australian 

industry. 

A USP calculated in this way would demonstrate that Qenos’ prices are largely determined by 

factors outside of its control, being Asian regional HDPE prices, exchange rates and into-store 

costs. The only item directly within its control is the value of the local supplier premium that it 

adds to its formula pricing.  

However, as demonstrated in chart 1 above, the spread between Qenos’ delivered HDPE prices 

and Asian regional delivered HDPE prices, which essentially represents the local premium 

achieved by Qenos, has been maintained since 2004. In any case, the Qenos CEO has publicly 

stated that it is unable to adjust its prices sufficiently to account for the sharp increase in incurred 

energy costs. Therefore, it is reasonable to conclude that a contemporary USP which takes account 

of Qenos’ HDPE pricing formula, would continue to be unprofitable when compared to Qenos’ 

actual fully absorbed cost to make and sell. 

In these circumstances, Martogg contends that irrespective of the dumping margins determined 

during the investigation period, the Commission ought to terminate the investigation promptly on 

the basis of negligible injury caused by subject imports pursuant to subsection 269TDA(13) of the Act, 

or recommend that the Minister not impose duties pursuant to subsection 269TL(1) of the Act.  

The current unfettered discretion under s.269TL of the Act allows the Minister to take account of the 

public interest when circumstances warrant broader matters be considered. Martogg notes that the 

Productivity Commission (PC) review of Australia’s dumping system proposed that anti-dumping 

measures should automatically not be imposed where one of five criteria was met. The PC’s report11 

highlights three specific circumstances: 

                                                           
10 SEF Report No. 165, section 10.4, page 41. 
11 Productivity Commission Inquiry Report No. 48 – 18 December 2009; pages 72-73. 
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‘where measures would not be effective in removing injury being experienced by the applicant 

industry, and hence where the ensuing costs for others in the community would be needlessly 

incurred: 

- The imposition of measures equivalent to the assessed dumping margin (or the benefit 

from a countervailable subsidy) would result in an import price still well below local 

suppliers’ costs to make and sell. 

- ‘Like goods’ could be readily obtained from an un-dumped source at a comparable price, 

meaning that the imposition of measures would simply lead to substitution into un-

dumped imports with little or no benefit for competing local suppliers. 

- Dumped or subsidised imports may be a contributing factor to the material injury being 

experienced by a local industry, but are not the major cause 

Whilst the PC’s recommendation was not ultimately accepted, the Government responded12 by 

highlighting that the Commission ‘already examines the effect on the market in determining the causes of 

injury to the industry and in determining the non-injurious price.’ 

As detailed in this submission, Martogg considers that all three of the circumstances highlighted by 

the PC are applicable in the case of HDPE exports, and therefore warrant termination in the first 

instance, or a recommendation to the Minister that measures not be imposed on the grounds that they 

will be ineffective at removing injury suffered by the applicant.  

                                                           
12 Streamlining Australia’s Anti-Dumping System, Section 6.2, page 26. 
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