12/7/21, 1:52 PM

FTC Sues to Block $40 Billion Semiconductor Chip Merger | Federal Trade Commission

FTC Sues to Block $40 Billion Semiconductor Chip
Merger
December 2, 2021

Vertical deal between chip supplier Nvidia and chip design provider Arm would
allow combined firm to stifle competing next-generation technologies
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The Federal Trade Commission today sued to block U.S. chip supplier Nvidia Corp.’s $40 billion acquisition of U.K. chip design provider Arm
Ltd. Semiconductor chips power the computers and technologies that are essential to our modern economy and society. The proposed vertical
deal would give one of the largest chip companies control over the computing technology and designs that rival firms rely on to develop their
own competing chips. The FTC’s complaint alleges that the combined firm would have the means and incentive to stifle innovative nextgeneration technologies, including those used to run datacenters and driver-assistance systems in cars.
“The FTC is suing to block the largest semiconductor chip merger in history to prevent a chip conglomerate from stifling the innovation pipeline
for next-generation technologies,” said FTC Bureau of Competition Director Holly Vedova. “Tomorrow’s technologies depend on preserving
today’s competitive, cutting-edge chip markets. This proposed deal would distort Arm’s incentives in chip markets and allow the combined firm to
unfairly undermine Nvidia’s rivals. The FTC’s lawsuit should send a strong signal that we will act aggressively to protect our critical infrastructure
markets from illegal vertical mergers that have far-reaching and damaging effects on future innovations.”
Arm, which is owned by Tokyo-based Softbank Group Corp., does not supply or market finished computer chips or devices. It creates and
licenses microprocessor designs and architectures, referred to as Arm Processor Technology in the complaint, to other technology companies,
including Nvidia. These companies, in turn, rely on Arm Processor Technology to make computer chips that power a wide range of modern
computing devices, from smartphones to tablets to driver-assistance systems to computers in large datacenters. Arm also provides important
related support and services. Arm licenses its Processor Technology using an industry-described neutral, open licensing approach and is often
dubbed the “Switzerland” of the semiconductor industry, according to the complaint.
California-based Nvidia is one of the world’s largest and most valuable computing companies, according to the complaint. Nvidia develops and
markets computer chips and devices and is best known as the dominant supplier of standalone graphics processing units, or GPUs, for personal
computers and datacenters, which are used widely for artificial intelligence processing and graphics processing. Nvidia also develops and
markets products for advanced networking, datacenter central processing units, and computer-assisted driving. In these areas, both Nvidia and
important competitors to Nvidia rely on Arm’s technology to develop their own competing products.
Because Arm’s technology is a critical input that enables competition between Nvidia and its competitors in several markets, the complaint
alleges that the proposed merger would give Nvidia the ability and incentive to use its control of this technology to undermine its competitors,
reducing competition and ultimately resulting in reduced product quality, reduced innovation, higher prices, and less choice, harming the millions
of Americans who benefit from Arm-based products, the complaint alleges.
According to the complaint, the acquisition will harm competition in three worldwide markets in which Nvidia competes using Arm-based
products:
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High-Level Advanced Driver Assistance Systems for passenger cars. These systems offer computer-assisted driving functions, such as
automated lane changing, lane keeping, highway entrance and exit, and collision prevention;
DPU SmartNICs, which are advanced networking products used to increase the security and efficiency of datacenter servers; and
Arm-Based CPUs for Cloud Computing Service Providers. These new and emerging products leverage Arm’s technology to meet the
performance, power efficiency, and customizability needs of modern datacenters that provide cloud computing services. “Cloud
computing” refers to the increasingly popular computing business model in which large datacenter operators provide computing services
remotely and/or directly offer computing resources for rent, as well as provide other support services to customers who can then run
applications, host websites, or perform other computing tasks on the remote servers—i.e., “the cloud.”
The complaint also alleges that the acquisition will harm competition by giving Nvidia access to the competitively sensitive information of Arm’s
licensees, some of whom are Nvidia’s rivals, and that it is likely to decrease the incentive for Arm to pursue innovations that are perceived to
conflict with Nvidia’s business interests.
Today, Arm’s licensees – including Nvidia’s rivals – routinely share competitively sensitive information with Arm. Licensees rely on Arm for
support in developing, designing, testing, debugging, troubleshooting, maintaining, and improving their products, according to the complaint.
Arm licensees share their competitively sensitive information with Arm because Arm is a neutral partner, not a rival chipmaker. The acquisition is
likely to result in a critical loss of trust in Arm and its ecosystem, the complaint alleges.
The acquisition is also likely to harm innovation competition by eliminating innovations that Arm would have pursued but for a conflict with
Nvidia’s interests. The merged firm would have less incentive to develop or enable otherwise beneficial new features or innovations if Nvidia
determines they are likely to harm Nvidia, the complaint alleges.
The complaint names Nvidia Corp., Arm Ltd., and Arm owner Softbank Group Corp. The Commission vote to issue the administrative complaint
was 4-0. The administrative trial is scheduled to begin on August 9, 2022.
Throughout the investigation, Commission staff has cooperated closely with staff of the competition agencies in the European Union, United
Kingdom, Japan, and South Korea.
NOTE: The Commission issues a complaint when it has “reason to believe” that the law has been or is being violated, and it appears to the
Commission that a proceeding is in the public interest.
The Federal Trade Commission works to promote competition, and protect and educate consumers. You can learn more about how competition
benefits consumers or file an antitrust complaint. For the latest news and resources, follow the FTC on social media, subscribe to press
releases and read our blog.
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