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PROCEEDINGS
(9:31 a.m.)
CHAIRMAN PEARSON: Good morning. On behalf
of the United States International Trade Commission I

welcome you to this hearing on Investigation No.

731-TA-1114 (Final) involving Certain Steel Nails From

China.

The purpose of this investigation is to
determine whether an industry in the United States is
materially injured or threatened with material injury
by reason of less than fair value imports of subject
merchandise.

Schedules setting forth the presentation of
this hearing, notices of investigation and transcript
order forms are available at the public distribution
table. All prepared testimony should be given to the
Secretary. Please do not place testimony directly on
the public distribution table.

All witnesses must be sworn in by the
Secretary before presenting testimony. I understand
that parties are aware of the time allocations. Any
questions regarding the time allocations should be
directed to the Secretary.

Finally, if you will be submitting documents
that contain information you wish classified as
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business confidential that request should comply with
Commission Rule 201.6.

Madam Secretary, are there any preliminary
matters?

MS. ABBOTT: Mr. Chairman, all witnesses
have been sworn for the hearing, and there are no
other preliminary matters that I have.

(Witnesses sworn.)

CHAIRMAN PEARSON: Fine. I would recognize
visitors that we have with us today, Professor
Williams from Elizabethtown College in Pennsylvania
and two of his students who have come to observe this
proceeding. I think that means we need to be on our
best behavior. Welcome.

Madam Vice Chairman, I welcome you.

VICE CHAIRMAN ARANOFF: Thank you, Mr.
Chairman.

I've asked before the opening statements to
make a few remarks. Today's hearing is the last at
which our esteemed colleague, Commissioner Pearson,
will wield the gavel as Chairman of the Commission,
and in honor of this occasion I thought it would be
appropriate to look back over the two years of his
chairmanship and reflect on his many achievements.

According to official statistics provided by
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the Office of the Secretary, during his two years at
the helm Chairman Pearson has chaired 50 hearings and
61 votes. His devotion to duty is such that he has
not missed a single hearing during his tenure as
Chairman.

He had the honor of presiding over the
Commission's first public hearing in a Section 337

case in more than a decade, the Base Band Processors

case. He also has the more dubious honor of having
presided over what may be the Commission's longest

single day hearing ever, the Corrosion Resistant Steel

sunset hearing, which not only concluded at
10:58 p.m., but that was three hours after the air
conditioning went off.

Unbeknownst to Chairman Pearson, his
colleagues have also been tracking some somewhat less
official statistics, and thus I am able to report to
you that there have been approximately 40 hearings
during which Chairman Pearson has yielded time to help
a colleague in need, about 45 hearings at which
Chairman Pearson has pointed out that he is not a
lawyer before asking a legal question, and
approximately 49 hearings out of 50, give or take a
few, at which Chairman Pearson has mentioned Minnesota
during the questioning of a witness who quite often
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has no apparent connection with the state.

Having reviewed a number of transcripts in
the last few days, I must add that I am impressed with
the breadth of experience that comes with being a
Minnesotan and how handy that knowledge can come in
during hearings.

For example, Chairman Pearson has commented
qguite knowledgeably on topics that range from the
insects of the Caribbean, blueberry festivals, the
pleasures of bike riding and the functioning of acid
batteries at temperatures below 20 below zero, all
during hearings that had little or no connection to
these topics.

But seriously, Mr. Chairman, I know that all
our colleagues join me in thanking you for your
leadership over the past two years, and since we don't
want to make it sound as though you are retiring any
time soon we also look forward to continuing to work
with you for the duration of your time on the
Commission.

Thank you for indulging me, and we can
proceed with today's business.

CHAIRMAN PEARSON: Well, thank you, I think.
I will reserve the right to offer some observations at
the conclusion of the hearing, but I appreciate this
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10
recognition.

Shall we proceed with opening statements,
Madam Secretary?

MS. ABBOTT: Yes, Mr. Chairman. Opening
remarks on behalf of the Petitioners will be by Paul
C. Rosenthal, Kelley Drye & Warren.

CHAIRMAN PEARSON: Good morning, Mr.
Rosenthal. Welcome.

MR. ROSENTHAL: Thank you, Mr. Chairman and
members of the Commission, and I'm glad to be here to
celebrate your last hearing. I did hear that
exhortation to best behavior, and I recognize it's
just an exhortation and best behavior is a relative
term, but I'll try.

CHAIRMAN PEARSON: I thank you for noting
that and not saying it's been a long time coming.

MR. ROSENTHAL: Well, you also recognize who
you're dealing with. In fact, I won't go further on
Vice Chairman Aranoff's theme, but I do want to say
that -- well, actually it is appropriate for this
particular hearing.

I was going to mention how the hearings
don't always answer questions as succinctly and in as
crystallized a form as you'd like, and sometimes the
better hearings though do that. Even the witness list
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in this particular case I think will help get us to
the answers that are most appropriate.

One most telling aspect of this hearing and
the witness list is that there aren't any customer
witnesses here. I think that's in large part because
at the staff conference the customers essentially
conceded, either in their testimony or in the record
evidence that came after their testimony, that price
is paramount in this particular industry, so there's
no one here to argue about price.

I was thinking if I were a Commissioner, and
I don't know if you've been able to do this, all of
you, over the time. I think about the scene from The
Godfather I where Michael Corleone towards the end is
settling the family business. He takes aside Carlo,
his brother-in-law, who was clearly responsible for
the death of Sonny.

He basically says to Carlo look, you know,
I'm not going to make a widow out of my sister. I'm
just going to tell you you're out of the family
business and I'm putting you on a plane to Las Vegas,
but don't tell me you're innocent, Carlo, because it
insults my intelligence and makes me very, very angry.

I don't know how you make it through the
hearings on a daily basis without saying to some of
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these purchaser customers don't tell me it's not
price. It insults my intelligence, and it makes me
very, very angry.

Well, the purchasers decided not to show up
and insult your intelligence today. They know, and
everyone in this room knows, that when it comes to
sales of nails price is paramount, so I'm glad that
that is not or should not be an issue today. What you
have essentially is an issue that has nothing to do
with price, but more to do with perceived competition
between some of the Respondents' importers.

By the way, I have to say at the outset that
Petitioners share the Stanley frustration at the
Commerce Department's decisions in this case, at least
some of the decisions. Another fastener term aptly
describes some of those decisions by the Commerce
Department, and that term is screwy.

But no one can dispute that there are a
large volume of low-priced imports from China that
have surged into the United States, and no one can
deny the large number of domestic producers who are
losing money as a result.

Nor can there be any dispute about the jobs
that have been lost in the U.S. nail industry as U.S.

manufacturers, including Stanley, decided to stop
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being petitioners in trade cases presumably because
they felt if they couldn't beat the imports it was
better to join them.

Now, Stanley and ITW in their brief and
others make much of their credentials as U.S.
manufacturers. We don't dispute that they produce in
the United States. Our dispute has been whether for
purposes of the Commission's analysis these companies'
interests have aligned more with their importing
interests or with their domestic production.

Ultimately we think that the gquestion may be
better addressed by getting behind the labels of
manufacturer/importer and examining really what is
happening to each of the companies in the domestic
industry as a result of the low-priced imports from
China.

As you'll hear today, the domestic industry
is in crisis. Over the past 10 years, over 24
facilities have been closed, have gone out of
business, and just in the last 10 days, a company in
California, Air Nail, closed its operations.

The filing of this case and the Commerce
Department's preliminary determination brought some
temporary relief to the domestic industry, but this
industry needs the relief that a dumping order on
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imports from China can provide if they're going to be
able to survive.

The testimony you'll hear today will provide
you with ample corroboration of the information
already on the record, which supports an affirmative
determination in this case. Thank you.

CHATRMAN PEARSON: Thank you, Mr. Rosenthal.

MS. ABBOTT: Opening remarks on behalf of
Respondents will be by Lawrence J. Board, Neville
Peterson.

CHAIRMAN PEARSON: Good morning, Mr. Bogard.

MR. BOGARD: Good morning, Mr. Chairman.

For the record, I am Lawrence Bogard from the firm of
Neville Peterson, and I'm here this morning with my
client, Stanley Fastening Systems, LP, who is also
occasionally known as Stanley Bostitch or just
Bostitch, in opposition to the antidumping petition
against certain steel nails from China.

For obvious reasons, it's not necessary any
more for us to testify in opposition to the United
Arab Emirates' petition. The fact that this
investigation no longer involves the United Arab
Emirates is just one of the several changes in the
posture of this case since the prehearing briefs were
filed.
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Not only is the UAE no longer under
investigation, but neither is one of the major
exporters from China, Paslode Fasteners Shanghai. All
of Petitioners' arguments concerning the exporters
from the UAE or Paslode Shanghai are now rendered
moot. Petitioners' extensive arguments as to why
imports from China and the UAE must be cumulated are
also now moot.

Petitioners have alleged critical
circumstances against the Shingya Group, but that's
now moot. Petitioners have argued extensively that
the Commission should exclude ITW from the domestic
industry as a related party. That argument is moot
now too.

A substantial portion of the imports the
Petitioners have argued are causing material injury,
at least argued in their prehearing brief, are no
longer subject to investigation. So what's left,
Commissioners, to argue to you today?

Well, obviously they're going to tell you
why what's left of the imports from China remain a
cause of material injury to the domestic industry.

For you to reach that conclusion, however, you're
going to have to reach a number of determinations that
are unsupported by the record evidence.
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Petitioners have asked you to consider a
domestic industry that does not include Bostitch.
You're going to hear today why Bostitch's principal
interest lies in domestic manufacturing and not in
importing, and we're going to tell you why you should
not exclude Bostitch from the domestic industry.

The Petitioners want you to abandon your
usual three year period of investigation in what can
only be characterized as a blatant attempt to
manipulate your database. They ask you to go back to
2004 for your investigation period, and remarkably
their rationale for your doing this is that the 2007
data has been influenced by their petition. We're
going to tell you today why that's not true.

Indeed, Petitioners would have you dismiss
almost every one of the facts that inconveniently
undercuts their arguments on the grounds that every
positive development that's taken place in this
industry is attributable to their petition. You're
going to hear today why the petition had no effect on
the U.S. industry or the U.S. market in 2007, and
you're going to hear why there's absolutely no reason
to abandon your normal three-year period of
investigation.

The fact that Paslode Shanghai is not

Heritage Reporting Corporation
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dumping puts this investigation in a very peculiar
posture. The 21.24 percent dumping margin that's been
assigned to almost all the other Chinese exporters
give Paslode Shanghai and its U.S. parent a
significant competitive advantage in the U.S. market,
and we're going to talk to you about that some today
as well.

You will hear today why the potential for
significant harm to the domestic industry actually
could flow from an affirmative determination by you.
The information that's been developed in this
investigation shows that the domestic industry has in
fact responded well to what should be characterized as
extraordinary conditions of competition, which demand
has plunged and raw material prices have soared, yet
the stability of the industry's financial performance
in these circumstances is clear from the data your
staff has collected.

The domestic industry is not suffering
material injury, nor is it threatened with such
material injury by reason of some exports from China.

Thank you.

CHATRMAN PEARSON: Thank you, Mr. Bogard.

MS. ABBOTT: Will the first panel in support
of the imposition of antidumping duties please come

Heritage Reporting Corporation
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forward?

CHATRMAN PEARSON: Okay, Mr. Rosenthal. Are
you driving this bus?

MR. ROSENTHAL: I believe so. I'm not sure
which direction though.

We have a distinguished panel of witnesses
today, and I won't spend time introducing them now.
They'll introduce themselves, and then we have a
couple of other people who will be available to answer
guestions.

With that, I'd like to introduce our first
witness, Mr. David Libla.

MR. LIBLA: Good morning. I appreciate the
opportunity to be here. My name is David Libla, the
president of Mid Continent Nail Corporation. I
founded Mid Continent Nail back in 1987 and have
served as president ever since.

Mid Continent is a Petitioner here because
we have experienced firsthand the devastating effects
that surging volumes of dumped imports have on a
company and on a U.S. industry. Let me give you some
background on my company and the products we produce
before I address the injury issue.

Mid Continent began producing nails in the
late '80s and quickly grew to become a major U.S. nail
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supplier. We produce a wide variety of nails, as we
demonstrated to Mr. Ruggles during a plant tour of our
Poplar Bluff facility.

We currently manufacture the vast majority
and types of nails required by purchasers and can
produce other types as well. I have brought along a
few samples for you to examine.

Is Chris here?

MR. ROSENTHAL: Mr. Pratt will pass those up
to the Commissioners.

MR. LIBLA: At Mid Continent we produce
nails both in bulk, as shown by this package of loose
nails, and in collated form for use in nail guns.
Collated nails can be attached to the use of plastic,
paper or wire. We make the plastic and wire collated
nails. The same nail that is sold in bulk can be
collated by simply attaching it with plastic, paper or
wire.

Nails can also be sold in different
finishes. Here's an example of a bright nail, which
has no surface coating and generally is used for
indoor construction. Here is an electrogalvanized
nail in which a thin layer of zinc has been applied to
the nail. This nail has a hot-galvanized coating,

resulting from its immersion in molten zinc, which
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helps resist weathering.

Nails are also sold in a number of different
forms. Here are some examples of different types of
nails, including a common collated nail, a flooring
nail and a pallet nail. These types all come in
collated and bulk nails.

(Electronic interference.)

MR. LIBLA: -- private label nails. That is
not true. As we showed Mr. Ruggles during our plant
tour, we make private label nails for a number of
purchasers. In fact, we have a sizeable inventory of
private label nails.

Some of the Respondents also said that they
had to import nails from China because only
specialized nails fit their nail guns. That is not
true. Here is a color-coded chart that Mid Continent
developed for our customers showing the types of nails
we produce that fit all of the various nail guns,
including those of Respondents. This chart was
included as Exhibit 2 to our brief. We can and do
engineer our nails to fit all types of guns.

At Mid Continent we pride ourselves on
producing a high gquality product and providing
exceptional service to our customers. As we

demonstrated during our plant tour, we have a modern
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and efficient production facility that produces a wide
range of nails to meet our customers' needs, and we
are constantly looking to upgrade and expand to serve
this market.

We have not lost sales because of producing
an inferior product or not being able to supply the
types of nails customers want to purchase. We have
lost sales because of the lower prices at which the
dumped imports from China sell their products as
compared to our prices.

The nail industry in the United States is
really at a crossroads at this point. It is believed
in the last 10 years that more than 20 to 25 nail
mills in this country have either closed or gone out
of business. In the past few years alone, a number of
companies have exited the market completely while
others have reduced U.S. production and shifted to
producing nails in China or importing dumped nails.

I know it is tempting for U.S. producers to
import these dumped nails to take advantage of the low
prices they offer. The prices I have seen offered for
Chinese nails are so low in some cases that they
barely cover the cost of the wire. An interest on the
part of some U.S. producers in reducing their cost by
importing nails from abroad rather than producing them
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here, however, does not excuse the unfair behavior or
justify these actions.

By importing dumped products, the U.S.
producers are becoming a part of the problem
themselves. Their dumped imports harm other companies
like Mid Continent that are trying to sustain a U.S.
nail producing industry and keep U.S. workers
employed.

Further, I find it ironic that ITW and
Stanley are opposing our case and shifting their lines
away from their own domestic industry toward imports.
Only 10 years ago, ITW Paslode was a petitioner itself
in a case against imports of roofing nails from China
and other countries because of the injury it was
suffering from dumped imports, and Stanley Bostitch
supported that petition.

Now, when injury from other dumped nails are
causing injury to the domestic industry, both
companies oppose relief for us. How under these facts
ITW or Stanley can try to argue that their actions
show that their interests lie in domestic production
rather than importation is beyond me.

The dumping practices by Chinese producers
permit them to sell at substantially lower prices than
the U.S. producers. I've read your prehearing report
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nearly page by page, and the quarterly pricing
information shows a lot of overselling by these
imports as compared to U.S. producer prices.

I can tell you that the data do not square
at all with my market experience. As we might say in
the Ozarks, that dog simply don't hunt. These imports
consistently and significantly have undercut Mid
Continent's prices causing us to lose sales and
depressing our prices. They have gained market share
and forced U.S. producers to close down plants and
reduce production by underselling us, not by
overselling us.

The surviving members of the nail industry
have watched our market share fall, our prices decline
and our profits diminish to unhealthy levels due to
these dumped imports. We cannot continue to operate
in this business unless action is taken to halt the
surge in these products.

On the other hand, if an order is imposed
here I have every confidence that the U.S. industry
will recover and be able to compete effectively again
in our home market. In fact, that is already
happening as a result of this case. Just since this
case was filed we've developed 79 new customers.

In addition, numerous other customers have
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returned to buying nails from us that were previously
buying imports. We've also been able to increase our
prices as the subject imports increased their prices
in reaction to this case. Had this case not been
filed, we would not have seen these benefits.

And, if matters weren't bad enough at the
time this case was filed, we are facing even greater
hurdles today. The cost of our input product, wire
rod, have increased substantially, driven by
increasing cost of scrap. We have struggled even with
this case in effect to increase our prices
sufficiently to cover these rampant cost increases.

We anticipate that if this case is
successful we will be able to increase prices enough
to cover our cost and earn reasonable profits. If
relief is not granted, the cost/price squeeze created
by rising costs and low import price pressures will
cause further deterioration in our financial position.

The Chinese industry is massive, and it is
not going away. The rapid increase in imports that
has taken place in recent years is alarming evidence
of the ability of these imports to quickly penetrate
the U.S. market.

The Chinese Government took away the VAT

rebate on wire rod and put export taxes on wire rod.

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

25

At the same time, they gave a five percent VAT rebate
on nails. These policies provide a strong incentive
for Chinese steel producers to export value-added
product like nails to the disadvantage of our
industry.

In sum, Mid Continent has worked hard to
manufacture a quality product and to preserve the
manufacturing of nails and employment in the U.S.
market. The dumped imports from China are decimating
the U.S. nail industry, and relief is badly needed.

Thank you very much.

MR. ROSENTHAL: Mr. Cronin?

MR. CRONIN: Thank you, Paul.

Good morning. My name is Peter Cronin, and
I am Corporate Vice President in Sales and Marketing
for the Heico Wire Group USA, which includes Davis
Wire Corporation, a Petitioner in this case. I have
been in my current position since March of 2005 and
have over 30 years of experience in the wire and nail
industries.

Davis Wire's production facility is located
in Pueblo, Colorado. We as a company are one of the
largest wire producers in the United States. Our nail
production is integrated with our wire operations in

Pueblo. Despite the size of our wire mill and our
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integrated status, we have been unable to compete with
the unfair imports of nails from China.

As a result of the rampant underselling of
the subject imports, Davis Wire has lost an extremely
high percentage of our sale of steel nails, as you can
see in our questionnaire responses. In fact, by 2007,
we were selling just a small fraction of what we were
selling in 2004.

Production has declined in tandem with
sales, and we have huge overcapacity on our nail
production equipment. Profitability has been severely
depressed in the period you're examining. We simply
cannot justify any meaningful capital investments in
our nail production facility.

We have seen extreme price competition from
nails imported from China firsthand. Our customers
regularly tell us that our pricing is not in the same
ballpark as what they are offering on the subject
imports. Given this experience, it was a shock to see
that your staff report shows that imports from China
were priced above U.S. nails in many of the
comparisons.

I can tell you from personal experience that
these imported nails are essentially always sold at

prices below domestically produced nails. I don't
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know how these pricing numbers were developed, but we
just don't see competitive situations where imports
from China are priced above our product. These
imports are gaining huge percentages of the U.S.
market, and I can assure you that is not being done on
the basis of higher prices.

The situation in relation to nail imports
from China has actually become more worrisome since
your preliminary determination in this case. While we
have seen price increases announced by some of the
major importers, we need an order put in place over
the long term to ensure that prices don't slide right
back down to where they were before.

We have faced huge increases in our raw
material costs over the last nine months as steel
scrap costs have skyrocketed and have been passed
through in the form of higher costs for rod, drawn
wire and ultimately the nails we produce.

We have been able to pass through some of
these increased costs due to the constraints placed on
Chinese pricing because of this action. In fact, my
company managed to eke out a minimal operating profit
for 2007 for our nail segment operations because of
the impact of this case.

But our market is currently depressed.
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Recent economic news is not good as unemployment is up
with many of the job losses taking place in the
construction and building material industries. We are
also seeing continuing increases in mortgage defaults,
which will act to depress home prices and housing
starts even further.

If an order is not put into place for the
long term, we will be placed in a terrible cost/price
squeeze. Purchasers of nails will continue to buy on
price at the same time that raw material costs for
nail manufacturers go through the roof. Given the
massive size of the Chinese nail industry, we will be
inundated with cheap, unfair imports if this order is
not imposed.

As bad as things were in the 2004-2007
period, in the face of current market conditions in
the U.S. we will see a cataclysmic situation in the
near term if the subject imports are again allowed
unfettered access to our markets.

Now I have one last comment for the record.
Today is my birthday, and I wanted to tell the
Commissioners that I was actually born before the POI.
I can tell you that. Anyway, this is a memorable
birthday for me. Thank you.

CHAIRMAN PEARSON: I would just observe that
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you and I are celebrating together, my last go-round
as Chairman and your birthday.

MR. CRONIN: Thank you, Chairman.

MR. ROSENTHAL: Mr. Kerkvliet?

MR. KERKVLIET: Good morning. I am Jim
Kerkvliet, Vice President of Commercial Sales for
Gerdau Ameristeel. I have been with Gerdau Ameristeel
since 2004 and have been in the steel business for
more than 23 years.

Commissioner Pearson, I am also from
Minnesota as well.

I testified here at the preliminary phase of
this case and also in your sunset review hearing on

Carbon Wire Rod two months ago. On behalf of Gerdau

and its 10,000 employees in the United States, thank
you for your recent affirmative determinations in that
case.

I mention this to you because Gerdau
Ameristeel is in a unique position within the domestic
industry as a producer of both wire rod and steel
nails which use wire rod and drawn wire as their input
material.

Actually, I should say that Gerdau
Ameristeel was in a unique position. We are not any
longer because we closed our nail production facility,
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Atlas Steel & Wire, in Hanrahan, Louisiana, in January
of this year. Gerdau Ameristeel concluded that the
U.S. market was just too difficult to turn a profit in
as price competition from imports from China reached
extreme levels in recent years.

As you can see from our preliminary and
final questionnaire responses, my company suffered
severe declines in production, shipments, employment
and profitability from 2004 to 2007. 1In fact, while
our nail facility turned an operating profit in 2004,
we lost money over the next several years.

While there was a substantial drop in demand
for nails in the U.S. market last year as housing
starts fell off, that has not been the primary reason
for our industry's decline. The reason is that the
Chinese continue to increase their market share in
this declining market by undercutting our prices.

While the nail industry has had a long
history of competition from imports, the volumes and
price aggression seen in our market from China in the
last few years are without precedent. The nail market
is one driven primarily by price, so when the subject
imports are sold at a deep discount they will get the
sale.

Even though our Atlas Steel & Wire Division
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was in a very competitive cost position due to its
integration back to Gerdau Ameristeel rod production
and wire drawing capabilities, this was not enough to
allow the company to be competitive with low-priced
imports from China. The final straw for us came as
costs for steel scrap increased over 2007, forcing us
to increase prices for wire rod and drawn wire inputs.

Given the low market prices for nails due to
dumped imports, we concluded that the likelihood of
our nail operation returning to profitability was
extremely remote. That was when we made the difficult
decision to get out of the nail business. So as of
the beginning of this year, we shut down production
completely.

Although Gerdau Ameristeel has left the
business of producing nails, we continue to support
this case. Several domestic nail producers use our
wire rod as their input material, and we know very
well that nail producers are in a difficult situation.
Raw material costs for nails are increasing rapidly at
the same time that U.S. consumption is depressed.

The only thing that has given the industry a
glimmer of hope has been this case. As a result of
this investigation, importers of Chinese nails have
increased prices and eliminated some of their most
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aggressive tactics. That does not mean, however, that
the problem has been solved.

If an antidumping order is not put into
place aggressively priced imports from China will
resume their surge into the U.S. market immediately.
If that occurs, it is a safe bet that many other U.S.
nail producers will come to the same conclusion as
Gerdau Ameristeel and exit production of the nails.

Thank you for allowing me to address you
this morning.

MR. DEES: Good morning. My name is John
Dees, and I am the president of Treasure Coast
Fasteners, Inc., a Petitioner in this proceeding.

Treasure Coast is located in Fort Pierce,
Florida, where our nails are produced with the most
technologically advanced equipment in the world. In
my remarks this morning, I would like to focus on the
devastating impact imports from China has had on our
business and also describe some of the benefits we
have seen since the filing of this case in May of
2007.

Like other domestic producers before you,
Treasure Coast has experienced lost sales to unfair
imports where we could not meet those prices. 1In

fact, Treasure Coast's production and shipments fell
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to an all-time low in 2007 as did our profitability.
This deterioration in profitability at Treasure Coast
is directly attributed to the onslaught of unfair
prices from imports from China.

Based on Treasure Coast's experience,
unfairly priced imports have undersold U.S. nails by
significant margins during the 2004 to 2007 period.
At one time we had dozens of customers to whom we were
selling pallets of nails on a regular basis. Over the
past couple of years, however, our customer base
declined as nails from China were being offered at
prices far below our own.

I can assure you that purchasers of nails
such as Prime Source buy nails solely on the basis of
price. Although some purchasers may try to convince
you that quality is the most important factor in
purchasing decisions, it's simply not true. Price is
the driving factor.

Over the past several years, our customers
have consistently told us that they can buy imported
nails at a lower price than ours. The underselling
has allowed imports from China to take sales and
market share directly away from Treasure Coast
Fasteners and other U.S. producers.

The severe financial deterioration due to
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the loss of sales and price depression has reduced the
cashflows required to support additional investments,
to improve products and efficiency. Because of the
low-priced imports from China, we have had to postpone
certain expansion plans, including the purchase of a
new, larger facility with additional equipment.

With the filing of this case, however, we
did see some improvement in our business and the U.S.
market. For example, Prime Source, which has always
been known for being the cheapest supplier of nails in
the U.S. market, issued several price increase
announcements due specifically to this case.

We have also seen a decrease in the volume
of subject imports. Not only have we been able to
obtain some reasonable price increases to cover the
increased costs we face; we've also begun to recapture
sales that were previously lost to Chinese imports.

Even better, we have gained a number of new
customers to whom we never sold nails before. So far
we have around a dozen new customers who were
previously buying imports, and our sales have
increased sixfold since December of 2007.

Despite these improvements, I remain very
concerned about the future of our company. We

recently received news that Prime Source was acquiring
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Coast to Coast, another wholesale distributor of
nails. Given Prime Source's historical practice of
sourcing low-priced nails from China, this expansion
of Prime Source's position, particularly in the
southeast market of the United States where Treasure
Coast competes, puts us at additional risk unless
relief is granted.

Treasure Coast added heading equipment and
doubled our capacity in 2004 in hopes of expanding our
business. Relief from these unfair imports is
critical to enable Treasure Coast to continue to
produce products we make competitively and
efficiently, and I ask that you grant us relief.

Thank you.

MR. ROSENTHAL: Our next witness is Dennis
McMorrow.

MR. McMORROW: Good morning, Mr. and Mrs.
Commissioners. My name is Denis McMorrow. I am the
owner of a small company called Wheeling La-Belle Nail
Company located in Wheeling, West Virginia.

I purchased this plant over 10 years ago
from Wheeling Pittsburgh Steel Corporation, the prior
owner, and I had the good fortune to work for Wheeling
Pittsburgh in Minneapolis, where I met my great

Minnesota wife from Northfield. I will refer to
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Wheeling La-Belle as Wheeling henceforth.

Wheeling was established in 1852 and is a
manufacturer of quality cut nails. We serve the
building and heavy construction industries, as well as
preservation sensitive restoration projects. Today
our nail manufacturing facility in West Virginia is on
the National Register of Historic Landmarks and ranks
as the largest producer of cut nails in North America.

I came to Washington this morning because
this case is very important to my employees and to me.
I am extremely concerned about the future of my
company due to low-priced imports from China. The
large volume of these imports has had a devastating
effect on Wheeling over the past several years. I
cannot overstate the importance of this case because
it is the last chance my company has to remain in
business.

Mr. Libla provided you with some samples of
Mid Continent's nails. I have brought some samples of
Wheeling's cut nails for you to see, which Michael
will present to you. The main distinguishing feature
of cut nails is that they are produced from sheet
steel rather than from wire, as Commissioner Lane and
her staff member saw during their recent tour of our

production plant.

Heritage Reporting Corporation
(202) 628-4888



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

37

We are very proud of our cut nail
manufacturing process and long history of nail making.
Our production operations, however, have been severely
challenged by cut nail imports from China at extremely
low prices over the past several years. For instance,
in the year 2000 we had 40 people working for us, and
we were producing 7,000 tons a year of cut nails.

Last year we had nine people working for us, and we
produced 720 to