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1997 through Agril 1997 time period, Which respondents characterizs a3 2 market upium) during
tbcéomaaofthcthi:dadminimﬂvemvicw. While we based our conclusions in this
Redetermination on evidencs contained in the existing record of the third review, we reevaluated
thhﬂﬁdc;inﬂghmtﬂwmm'smﬂscdmdmdformouﬁom We do not deem It
appmprhmtosolicitncwfacmﬂinfonmﬁunfmmthepuﬁuumpurposaofth!s‘
Redstermination is to gruge whethez revocation would have been appropriats based upon the
record evidence at the tima the Department issued tha Final Rasulty bad we applied a WIO-
consistent standard, Therefore, the following malysis is based on market conditions as they
adstedm'dwﬁuycofomﬂﬂrdnvicwﬁna!m&J}dy 1997- and references to future
‘expectations of market conditions are to the future a3 it would have appeared in July 1997, As
wafullymcphinbclov}.ﬁwbcpmmmcomludm,bwedmtha recvaluation of record evidence,
that the continued application of the dumping order was necessary to offset dumping.

Wc'mﬁm,inowanalysh,pmuto 19 CFRS!:I.Z’.;‘.’.(b),nsmmded,woonsidered
tho same factors relevant to the likelihood of future dumplng (2.g., trends in prices and costs,
mvmgmmwmmu,mpwducﬁvnmtw)umwndd@ in the Final Results.
Furtherroore, as discussad above, sines we did not solioit new factual information for this
Redctermination, we considered the same factual infopmation that was available for our analysis
in tha Final Results. Consequently, our analysis in this Redetermination often parallels oor
analysis in the Fing] Resulu. Hnwa.inthiskedctennimmmnpplicd our analysis to the
new revocation standard in 19 CFR 351.222(b), a3 amended.

On the basia of our exemination of the information én the record, we continue to find the

following: (1) the DRAM market was in a stump as of July 1997 (when the Final Regults was
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signed and published), with steep price declines in the DRAM market begioning in January 1996
and with forecasts of continued price declines; (2) the downturn resulted in declines of sales and
revemmaes b tho DRAM market, growth i izventoriss of DRAMs, and tha extence of sigaifiesnt
oversuppliss of DRAMS; (3) the Korean respondents and other DRAM producers condnmdto
increase DRAM production during the downturn; (4) the Koreen respondents would have likely
continued to maintain a substantial presence In the U.8. market during various phases of the
businsss eycle (including periods of significant prics dechine) dus to the Korean's substential
capacity and large demand in the U.S.; end (5) based on the information on the record, Korean
priciz':gint!wUniwdSmappwvd,mrdingtapricetrwds,mbeatormnormdvﬂm?
indfieating that only a slight downwerd movement in U.S. price following the third period of
revicw would likely result in dumping margins, Thesa points raflsct the nacessity of the order to
offset dumping end are discussed in mose detail below,

The DRAM industry Is highly oyelical, markez prices for DRAMs ars generally lower
during periods of downturn and there is a history of dumping in the DRAM industry during such
periods. Forinsmme.wdomfmaignp;odmmfotmdwhmdummddmmmhe
downturn in the mid-1980s (ze Dypan

15543 (April 29, 1986)), and the Korean respondents in this proceeding weree found to have
dumped in the less than fair valus investigation during 1991-1992, the lest perfod (es of July
1997) when there was a significant downtum in the DRAM industry, It is therefore reasonable to
canclude that an examination of the selling activities and pricing practices of respondents during
such downtum periods will provide the Department with a reasonable indication a3 to whether

the continued application of the dumping order is necessary to offset dumplng. We find the
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January through December 1996 pericd to bo especially relovant becausas it corresponded with a
significant downturn in the DRAM industry, it occurred since the order has been in place, and it
took placs, in part, immediately following the period of review covered by the Final Ragults,
The United States is part of the werld's largest market for DRAMs, and has considerable

potential for growth. Given the importance of the this market, the respondents would have been
}kaly to continue to maintain a significant presencs in the U. 8, market during various phases of
the business cycle. This conclusion is supported by the fact that DRAM producers, including the

 respondents, have historieally been found to have dumped In the United States during downturns.

During the 1996 downtumn, industry reveauss slgnificantly declined. For instance,

according to Electronic Buyers News, total worldwide market revenue plunged 38% to $25.13
billion in 1996. Both Hyundal and LGS yeportad large decreases in reverites In thelr 1996
publicly availabls financial statements. Prices in late June 1997 were still lower than in the years
preceding tha 1996 market downturn, during which the respondents were found not 1o be
dumping. Furtharmore, prices had, in fact, dacreased in the lateat dats available for the recond
According to Dataquest ("The Semiconductor DQ MONDAY Report”, lssus 24, June 23, 1997,
and [s3ue 25, June 30, 1997) the xpot market peles for the 1Mx16 EDO DRAM decreased from
tha $7.45 t0 $8.09 range on June 13 10 the $6.30 to $5.85 range on June 27, Similardy, the price
for the highar-density 64M DRAM continued to fall. n faet, the average prics for & 64M
DRAM, as of July 1997, was in the mid $40 range, down from $55 earlier that year. 1n surm,
although the DRAM maket stabilized somewhat by July 1997, prices continued fo fluctuats and
2 laxgs degres of uncertainty remained about the direction of the market.

We find a pattern of deteriorating market conditions that often give rise to dumping in the



WT/DS99/7
Page 17

respondents’ own pricing. This finding is based on the following evideace: (1) The respondents’
own sales and cost data indlcate that thers was 8 considerable munber of home market sales
made at prices below cost of production ("COP*) during the two months immediately following
the close of the third adroinistrative review; (2) the lowest point of the downturm, in terma of
DRAM pricing and other macket conditions, did not ocetr until after mid- 1996 (well ater the
undofmemhdwminhuaﬁvewﬁéwpcdod);andc)ptxbﬁclywaﬁable gpot markat pelcing
data, when compared with tha respondant's cost data (extrapolated to a fiture point in time),
indicate that LGS and Hywndal may have made U.S. sales st prices below COP during 1996. In
addition, we find that the respondents mads aaveral changea to their costs in the peried
immediately following the third review peried, Including changes In depreciation and foreign
exchange Joss write-offs.. For a complets analysis, see the Memorandum to the File from Tom
Futtner to Jeffrey P. Biales, dated July 16, 1997, on file in room B-099 of the main Commerce
bliding.

The respondents’ data indicats thet products wes sold in the homs market at prices below
the COP during May and Juse of 1996, the two months immediately following the end of the
third review period. According to the Department's questionnaire for the third review, the
respondents were required to report costs and sales for May and Juns of 1996 to ensure that the
Proper ¢43t test and contemporaneous sales comparisons could be performed, These data
d@ommthaz,uthcdowmmninme DRAM markctwocsened, the sales mede bclow‘cost for
both respondents increased in these two months. We nots that, aceording to the Department's
cost test methodology, these below cost eales wars not sufficient in number for the Departiment to

reject them a3 a basis for determining normal value in the third review, We also nots that
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whether either respondent mada home market sales at prices below the COP during the two
months immedlatety following the close of the third review period in and of itself does not
demonstrate that dumping cccurred. However, in light of the market conditions during the
downturn and the fact that the months actually examined during the POR did not include tha
lowest point in the downturn, we find that the existence of below-cost sales during May and June
of 1996 suggests that, a3 the DRAM rmarket worsened, the mumber of below-cost sales increased
following the end of the third revisw period. As prices in the DRAM markst foll, a significant
number of sales were made below cost.

The petitioner took the respondent's actual reportad costs for the third administrative
mﬂcwandmjeaedthesewmﬁnﬁughtheymuﬁng&mmcofdcdine experienced in
the industry during 1995, Given that costs typically decline over time in the DRAM industry, we
find the petidoner's approach to estimating tha respondeats’ COP to be reasonable,

We recoguize that ths petitioner based its nnalysisupoﬁavmge U.S. spot markst prices
instead of contract prices. However, It appears that contraet prices generally follow the same
pricing patterns as spot market prices. Tbcmwddmthneontmtpﬁmmoﬁginﬂ
equipment manufacturer ("OEM") Mmm which are negotiated on & quarterly basis, follow
the direction of prices on the spot market. Thus, according 10 our record, changes in prices to
OEM customers simply lagged behind spot prices. There is even evidence on the record
indicating that the actual contract prices were sometimes lower than the average spot prices
presented in the petifioner's analysis. In fact, even into 1997, prices to OEM customers

remained depressed, and below spot market prices, even as the spot market prices began to show

some increase.
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Purthermers, the recoed i3 clear that the prices used by the petitione, which were
compiled by Lehman Brothers, were similat to other pricing data submitted on the record,
including the pricing data obtained from the American Integrated Chip Exchengs (AICE) und
Dataquest. Wonlsomé that petitioned's pricing data gencrally followed the same downward
u"mdofothcrpdcingdmon&umrd.irwludingﬁwAICEdm:mwdabovc, In fact, all
pricing data on the record followed the same dswnward tread thronghout 1996, whethar they
wem basad on & simpls averags of not,

¥e note that Korean DRAM producers import machinery and equipment and many raw
materiala. In fact, both respondents recorded large forelgn exébangs losses for fiscal year 1996,
Therefore, the depreciation of the won may have actually tended to Increase the respondents”
COP,makingthmmotelikclymd;:xanntheUniwdSmm. At the very least; we find no basis
inﬂwmw;dmmmlwdethuﬁlhmhmgcmmd@mdaﬁmwmﬂyﬁmndmzmpondmt&

The record further demonstrates that supply exceeded demand during 1996 and most of
1997, Wmhmmwewuﬂicﬁngrepom”wwhnhampomumamlbvde&wsing
their DRAM production levels during the 1996 downtum period, priced fell substantially ducing
1996 and, by July 1997, had not yet fully stabilized. In addition, atthough the respondents made
public announcements regarding cut-backs in DRAM production, and, as 1 result, it appears that
DRAMs prices Increased, it is umclear, based on the information on the record, how much of an
effect this had oa the overall supply of DRAM. Simllazly, it was uncertala how Jong it was
going to be before production retumed to previous levels ia anticipation of increased demand in
the marketplace. According to Electronic Buyer's News (January 27, 1997, Issue 1042), an

uptum in demand in October 1996, triggered & simultaneous increass in production, As a result,





