Statement of the Federal Trade Commission Concerning
Western Digital Corporation/Viviti Technologies Ltd. And
Seagate Technology LLC/Hard Disk Drive Assets of Samsung Electronics Co. Ltd.

After a thorough investigation the Federal Trade Commission has challenged Western
Digital Corporation’s (“Western Digital”) proposed acquisition of Viviti Technologies Ltd.,
formerly known as Hitachi Global Storage Technologies (“HGST”). This challenge comes
several months after the Federal Trade Commission closed its investigation of Seagate
Technology LLC’s (“Seagate”) acquisition of Samsung Electronics Co. Ltd.’s hard disk drive
assets (“Samsung”). The two proposed transactions were announced within weeks of each other,
and both had potential implications for competition in the same product markets. Commission
staff reviewed both matters at the same time in order to understand the effects on competition
resulting from each transaction on its own, as well as the cumulative effect on the relevant
markets if both transactions were allowed to be consummated.

The evidence gathered in the Commission’s investigation revealed that the relevant
product markets in which to assess the competitive impact of the proposed transactions are based
on specific end-uses for hard disk drives (“HDDs”) -- such as desktop, notebook, and enterprise
— because product features, pricing, and competition differ by end-use applications. For many of
these end-uses, we did not have reason to believe that the proposed transactions would result in
effects that would have justified a challenge. In the 3.5 inch desktop HDD (“desktop HDD”)
market, however, we had reason to believe the consummation of both of these acquisitions would
result in likely anticompetitive effects. The Commission came to this conclusion based on the
evidence from interviews with market participants, testimony of the parties’ executives, and
documents produced by the parties and other industry participants.

The Commission determined after its investigation that there were significant differences
between the competitive implications of the two proposed mergers. Since in each case the
acquiring firm was a strong competitor, attention turned to the characteristics of the two firms
that were to be acquired in these proposed transactions — HGST and Samsung. Based on this
analysis, it was clear that an independent HGST was much more likely to be an effective
competitive constraint in the desktop HDD market than would an independent Samsung.

In particular, HGST has been a strong, high quality and innovative competitor in the
desktop HDD market. Moreover, HGST has been identified by a number of industry participants
as a key driver of aggressive price competition in the desktop HDD market in 2010, and was
well-positioned to grow its desktop HDD business in the near future. In contrast, Samsung had
struggled to be competitive in the desktop HDD market. In a market for desktop HDDs
containing only Western Digital, HGST, and the combined Seagate/Samsung entity, HGST
would retain the ability and incentive to act as an effective constraint on desktop HDD pricing.
By contrast, Samsung would be less likely to serve as a meaningful constraint on pricing in a
desktop HDD market consisting of Western Digital/Hitachi, Seagate, and Samsung. Based on
these considerations, the Commission made the decision to challenge the Western Digital/HGST
transaction while clearing the Seagate/Samsung transaction, and to preserve the competitiveness
of the desktop HDD market by requiring Western Digital to divest HGST’s desktop HDD assets
to Toshiba Corporation under the terms of a proposed Consent Agreement.



As we have explained in other cases, each merger that comes before the Commission is
investigated and considered based on the particular facts presented. These investigations bear
out the assertion in our Horizontal Merger Guidelines that our review of mergers “is a fact-
specific process through which the Agencies, guided by their extensive experience, apply a range of
analytical tools to the reasonably available and reliable evidence to evaluate competitive concerns in
a limited period of time.™

In addition to the scrutiny they have received from the Commission, many other antitrust
enforcement agencies investigated these mergers. Commission staff cooperated with agencies in
Australia, Canada, China, the European Union, Japan, Korea, Mexico, New Zealand, Singapore,
and Turkey, and worked closely with the agencies’ investigative teams on the timing of review,
substantive analyses, and potential remedies, during the pendency of these investigations. This
close cooperation with foreign antitrust enforcers helped ensure an outcome that benefited
consumers in the United States.

1 U.S. Dep’t of Justice & Fed. Trade Comm’n, Horizontal Merger Guidelines § 1 (2010), available at
http://www.ftc.qov/0s/2010/08/100819hmg.pdf.




