ANALYSIS OF AGREEMENT CONT AINING CONSENT ORDER
TO AID PUBLIC COMMENT
In the Matter of Western DigiteCorporation, File No. 111-0122

I. Introduction

The Federal Trade Commission (“Commiss) has accepted from Western Digital
Corporation (“Western Digital”)subject to final approval, akgreement Containing Consent
Order (“Consent Agreement”), designed to regnthe likely anticompetitive effects resulting
from Western Digital’'s proposed acquisition\a¥iti Technologies Ltd., formerly known as
Hitachi Global Storage Technologiesl. (“HGST”), a wholly-owned gbsidiary of Hitachi, Ltd.
(“Hitachi”)

Pursuant to an agreement dated Marc201,1, Western Digital intends to acquire HGST
from Hitachi for approximately $4.5 billion in cash and Western Digital stock. The proposed
merger would result in a merger to duopoly innferket for 3.5 inch hard disk drives used in
desktop computers (“desktop HDDs”). The Coission’s Complaint alleges that the proposed
Acquisition, if consummated, watiViolate Section 7 of the Clayton Act, as amended, 15 U.S.C.
8 18, and Section 5 of the Federal Trade Cassion Act, as amended, 15 U.S.C. § 45, by
lessening competition in thearket for desktop HDDs.

The Consent Agreement remedies the alleged violation by replacing the lost competition
in the desktop HDD market that would result fréme proposed acquisition. Under the terms of
the Consent Agreement, Western Digital will dive Toshiba Corporation (“Toshiba”) all of
the assets relating to the manufacture andadfadesktop HDDs necessary to replicate HGST's
position in the desktop HDD business. The @ohmg\greement requirad/estern Digital to
provide Toshiba with access to employees inedlin the research, development, and production
of desktop HDDs, cross license all intelledtpoperty necessary to manufacture and sell
desktop HDDs, and to supply Toshiba with ugp@percent of certain critical components
needed for the divested business. In aoldjtthe Consent Agreement requires Western Digital
to contract manufacture desktHDDs for Toshiba at cost until Toshiba is able to manufacture
these products on its own.

The Consent Agreement has been placethemublic record for 30 days to solicit
comments from interested persons. Comments received during this period will become part of
the public record. After 30 days, the Comnuosswill again review the Consent Agreement and
the comments received, and will decideatfer it should withdravirom the Consent
Agreement, modify it, or make final the accompanying Decision and Order.

Il. The Products and Structure of the Market



The relevant line of commerce in whichaoalyze the effects of the Acquisition is
desktop HDDs. Desktop HDDs are utilizednion-portable desktopr tower personal
computers. Consumers of these products ddriDDs with the highest available capacity at
the lowest price per gigabyte. Desktop HDDsthesonly HDDs that meet these specifications.
As a result, customers would likely not switchatdifferent kind of HDD in response to a five to
ten percent increase in the griof desktop HDDs in sufficiemumbers to make that price
increase unprofitable for a hypothetical monopolist.

The relevant geographic market for deskttipDs is worldwide. Most HDDs, including






