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The information in this prospectus is not complete and may be changed. The selling shareholder may not sell these
securities until the registration statement filed with the Securities and Exchange Commission is effective. This
prospectus is not an offer to sell these securities and neither we nor the selling shareholder are soliciting an offer to buy
these securities in any jurisdiction where the offer, solicitation or sale is not permitted.

PROSPECTUS (Subject to Completion)

Dated March 7, 2005

100,000,000 Shares

COMMON SHARES

Our largest shareholder, the selling shareholder, is offering 100,000,000 of our common shares. We will not receive any of the proceeds
from the sale of our common shares in this offering.

Our largest shareholder, the selling shareholder, may not sell (other than pursuant to an exemption from registration) our common
shares covered by this prospectus until the registration statement, of which this prospectus forms a part, filed with the Securities and
Exchange Commission is effective.

Our common shares are listed on the New York Stock Exchange under the trading symbol �STX.� On March 4, 2005 the last reported sale
price of our common shares on the New York Stock Exchange was $18.96 per share.

Investing in our common shares involves risk. See � Risk Factors� beginning on page 5 of this prospectus.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

                     , 2005
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ADDITIONAL INFORMATION

We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the Exchange Act), and therefore file
annual, quarterly and current reports, proxy statements and other information with the Securities and Exchange Commission (the SEC). Such
reports, proxy statements and other information filed by us may be inspected and copied at the Public Reference Section of the SEC at 450 Fifth
Street, N.W., Judiciary Plaza, Washington, D.C. 20549-1004. Information on the operation of the Public Reference Room may be obtained by
calling the SEC at 1-800-SEC-0330. Our SEC filings are available to the public over the Internet at the SEC�s website at http://www.sec.gov.

INCORPORATION BY REFERENCE

We �incorporate by reference� into this prospectus some of the information that we file with the SEC, which means that we can disclose important
information to you by referring you to those filings. Any information contained in future SEC filings that are incorporated by reference into this
prospectus will automatically update this prospectus, and any information included directly in this prospectus updates and supersedes the
information contained in past SEC filings incorporated by reference into this prospectus. The information incorporated by reference, as updated,
is an important part of this prospectus. We incorporate by reference the following documents:

� our annual report on Form 10-K/A filed on September 3, 2004 for the fiscal year ended July 2, 2004;

� our quarterly reports on Form 10-Q filed on October 29, 2004 for the fiscal quarter ended October 1, 2004 and filed on January 28,
2005 for the fiscal quarter ended December 31, 2004;

� our current reports on Form 8-K filed on July 28, 2004, September 21, 2004, September 23, 2004 and October 29, 2004, Item 8.01 of
the current report on Form 8-K filed on December 13, 2004 and Item 1.01 of the current report on Form 8-K filed on February 8,
2005;

� the description of our common shares in our registration statement on Form 8-A filed on December 6, 2002; and

� all documents that we file with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of this prospectus
and prior to the completion of the resale of the common shares by the selling shareholder pursuant to this prospectus; provided,
however, that we are not incorporating any information furnished under either Item 9 or Item 12 (or their successor provisions, Item
7.01 and Item 2.02 respectively) of any current report on Form 8-K.

Any statement contained in a document incorporated or deemed to be incorporated by reference into this prospectus shall be deemed to be
modified or superseded for purposes of this prospectus to the extent that a statement contained in this prospectus or in any other subsequently
filed document that is or is deemed to be incorporated by reference into this prospectus modifies or supersedes such statement. Any statement so
modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this prospectus.

We will provide without charge to each person to whom a copy of this prospectus has been delivered, upon the written or oral request of such
person, a copy of any and all of the documents that have been or may be incorporated by reference in this prospectus, other than exhibits to such
documents, unless such exhibits are specifically incorporated by reference into such document. In addition, we make available free of charge all
documents we file with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act.
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You may request a copy of these filings, at no cost, by writing or telephoning us at the following address:

Seagate Technology

920 Disc Drive

P.O. Box 66360

Scotts Valley, California 95067

Attn: Investor Relations

(831) 439-5337
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You should rely only on the information incorporated by reference or provided in this prospectus or a prospectus supplement or amendment. We
have not authorized anyone else to provide you with different information. We are not making an offer of these securities in any state where the
offer is not permitted. You should assume that the information appearing in this prospectus or a prospectus supplement or amendment or any
documents incorporated by reference therein is accurate only as of the date on the front cover of the applicable document. Our business,
financial condition, results of operations and prospects may have changed since that date.

FORWARD-LOOKING STATEMENTS

Some of the statements contained in this prospectus, including the documents incorporated herein by reference, are forward-looking statements,
including but not limited to those specifically identified as such, that involve risks and uncertainties. The statements contained herein that are not
purely historical are forward looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the Securities
Act) and Section 21E of the Exchange Act, including statements regarding our expectations, beliefs, intentions or strategies regarding the future.
All forward-looking statements included in this prospectus are based on information available to us on the date hereof, and we assume no
obligation to update any such forward-looking statements. These forward-looking statements include statements about our revenue, revenue mix,
gross margin, operating expense levels, financial outlook, commitments under existing leases, research and development initiatives, sales and
marketing initiatives, competition and stock repurchases. In some cases, forward-looking statements are identified by words such as �believe,�
�anticipate,� �expect,� �intend,� �plan,� �will,� �may,� the negative of these terms or comparable terminology. For such statements, we claim the protection
of the safe harbor for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels
of activity, performance or achievements.

Although we undertake no obligation to revise or update any forward-looking statements, whether as a result of new information, future events
or otherwise, except as required by law, you are advised to consult any additional disclosures we make in our quarterly reports on Form 10-Q,
annual report on Form 10-K and current reports on Form 8-K filed with the SEC. See �Additional Information.� We provide a cautionary
discussion of selected risks and uncertainties regarding an investment in our common shares under �Risk Factors� on page 5 of this prospectus.
However, other factors besides those listed there could also adversely affect us.

2
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ENFORCEMENT OF CIVIL LIABILITIES

We are incorporated as an exempted company with limited liability under the laws of the Cayman Islands. A substantial portion of our assets are
located outside of the United States. As a result, it may be difficult for persons purchasing the common shares to enforce judgments against us or
judgments obtained in U.S. courts predicated upon the civil liability provisions of the federal securities laws of the Untied States or any state of
the United States.

We have been advised by our Cayman Islands counsel, Maples and Calder, that although there is no statutory enforcement in the Cayman
Islands of judgments obtained in the United States, the courts of the Cayman Islands will � based on the principle that a judgment by a competent
foreign court imposes upon the judgment debtor an obligation to pay the sum for which judgment has been given � recognize and enforce a
foreign judgment of a court of competent jurisdiction if such judgment is final, for a liquidated sum, not in respect of taxes or a fine or penalty, is
not inconsistent with a Cayman Islands judgment in respect of the same matters, and was not obtained in a manner, and is not a kind, the
enforcement of which is contrary to public policy of the Cayman Islands. There is doubt, however, as to whether the Grand Court of the Cayman
Islands will: (i) recognize or enforce judgments of U.S. courts predicated upon the civil liability provisions of the securities laws of the United
States or any state of the United States, or (ii) in original actions brought in the Cayman Islands, impose liabilities predicated upon the civil
liability provisions of the securities laws of the United States or any state of the United States, on the grounds that such provisions are penal in
nature.

The Grand Court of the Cayman Islands may stay proceedings if concurrent proceedings are being brought elsewhere.

3
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PROSPECTUS SUMMARY

The following summary may not contain all the information that may be important to you. You should read the entire prospectus, as well as the
information incorporated by reference in this prospectus, before making an investment decision. You should carefully consider, among other
things, the matters discussed in �Risk Factors.� Unless the context indicates otherwise, as used in this prospectus, the terms �we,� �us� and
�our� refer to Seagate Technology, an exempted company incorporated with limited liability under the laws of the Cayman Islands, and its
subsidiaries, and the term �common shares� refers to our common shares. For ease of reference, throughout this prospectus, we use the term
�Seagate Delaware� to refer to Seagate Technology, Inc., a Delaware corporation, and, unless it is otherwise evident from the context, its
subsidiaries before the November 2000 transactions. We use the term �predecessor� to refer to the disc drive business and storage area
network business of Seagate Delaware before the November 2000 transactions. We use the term �November 2000 transactions� to refer to the
series of transactions consummated in November 2000 pursuant to which we acquired the disc drive business of Seagate Delaware.

Seagate Technology Overview

We are a leader in the design, manufacturing and marketing of disc drives. Disc drives are used as the primary medium for storing electronic
information in systems ranging from desktop and notebook computers and consumer electronic devices to data centers delivering information
over corporate networks and the Internet. We produce a broad range of disc drive products that make us a leader in both enterprise storage
applications, where our products are primarily used in enterprise servers, mainframes and workstations, and personal storage applications, where
our products are used in PCs, notebook computers and consumer electronic devices.

We sell our disc drives primarily to major original equipment manufacturers, or OEMs, with whom we have longstanding relationships. These
customers include Hewlett-Packard, Dell, IBM, Apple, and EMC. We also have key relationships with major distributors, who sell our disc drive
products to small OEMs, dealers, system integrators and retailers throughout most of the world, and we are currently expanding our direct sales
to retailers.

In June 2004, we announced 12 new disc drive products, which are being introduced in the current fiscal year, including:

� our first 1-inch form factor disc drive, which is primarily used in hand held consumer electronics devices such as MP3 players and
digital cameras;

� our first 2.5-inch form factor disc drive designed for enterprise storage applications;

� larger capacity 3.5-inch form factor disc drives to address the market for larger capacity personal video recorders and home media
storage devices and near line enterprise applications;

� additional capacity models of our 2.5-inch form factor Momentus notebook disc drive, which will more completely address our
customers� notebook disc drive requirements; and

� new versions of our current Barracuda and Cheetah desktop and enterprise disc drives.
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Many of these new products address disc drive applications for which we previously had no product offerings.

�Seagate,� �Seagate Technology,� �Barracuda,� �Cheetah� and �Momentus� among others, are our registered trademarks. We have a registration pending
for our �Savvio� trademark. This prospectus also includes trademarks of other persons.

The address of our principal executive offices is Seagate Technology c/o M&C Corporate Services Limited, P.O. Box 309GT, Ugland House,
South Church Street, George Town, Grand Cayman, Cayman Islands, and the telephone number at that address is (345) 949-8066. Our
worldwide web site address is www.seagate.com. However, the information in, or that can be accessed through, our web site is not part of this
prospectus.

4
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RISK FACTORS

An investment in the common shares offered by this prospectus involves a high degree of risk. You should consider carefully the following risk
factors in addition to the remainder of this prospectus, including the information incorporated by reference, before making an investment
decision. Some statements in this prospectus (including some of the following risk factors) are forward-looking statements. Please refer to the
section entitled �Forward-Looking Statements.�

Risks Related to Our Business

Competition�Our industry is highly competitive and our products have experienced significant price erosion and market share variability.

Even during periods when demand is stable, the disc drive industry is intensely competitive and vendors typically experience substantial price
erosion over the life of a product. Our competitors have historically offered existing products at lower prices as part of a strategy to gain or retain
market share and customers, and we expect these practices to continue. We may need to reduce our prices to retain our market share, which
could adversely affect our results of operations. Based on our recent experience in the industry with respect to new product introductions, we
believe that the rate of growth in areal density, or the storage capacity per square inch on a disc, is slowing from its previous levels. This trend
may contribute to increased average price erosion. To the extent that historical price erosion patterns continue, product life cycles may lengthen,
our competitors may have more time to enter the market for a particular product and we may be unable to offset these factors with new product
introductions at higher average prices. A second trend that may contribute to increased average price erosion is the growth of sales to distributors
that serve producers of non-branded products in the personal storage sector. These customers generally have limited product qualification
programs, which increase the number of competing products available to satisfy their demand. As a result, purchasing decisions for these
customers are based largely on price and terms. Any increase in our average price erosion would have an adverse effect on our result of
operations.

Moreover, a significant portion of our success over the past few years, including the positive results of the December 2004 quarter, has been a
result of increasing our market share at the expense of our competitors. Our market share for our products can be negatively affected by our
customers� diversifying their sources of supply as the slowing rate of growth in areal density has resulted in longer product cycles and more time
for our competitors to enter the market for particular products. When our competitors successfully introduce product offerings, which are
competitive with our recently introduced new products, our customers may quickly diversify their sources of supply. Any significant decline in
our market share would adversely affect our results of operations.

Principal Competitors�We compete with both captive manufacturers, who do not depend solely on sales of disc drives to maintain their
profitability, and independent manufacturers, whose primary focus is producing technologically advanced disc drives.

We have experienced and expect to continue to experience intense competition from a number of domestic and foreign companies, including
other independent disc drive manufacturers and large captive manufacturers such as:

Captive Independent
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Fujitsu Limited Maxtor Corporation
Hitachi Global Storage Technologies Western Digital Corporation
Samsung Electronics Incorporated Cornice Inc.
Toshiba Corporation GS Magicstor Inc.

The term �independent� in this context refers to manufacturers that primarily produce disc drives as a stand-alone product, and the term �captive�
refers to disc drive manufacturers who themselves or through affiliated
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entities produce complete computer or other systems that contain disc drives or other information storage products. Captive manufacturers are
formidable competitors because they have the ability to determine pricing for complete systems without regard to the margins on individual
components. Because components other than disc drives generally contribute a greater portion of the operating margin on a complete computer
system than do disc drives, captive manufacturers do not necessarily need to realize a profit on the disc drives included in a computer system
and, as a result, may be willing to sell disc drives to third parties at very low margins. Many captive manufacturers are also formidable
competitors because they have more substantial resources than we do. In addition, Hitachi Global Storage Technologies (together with affiliated
entities) and Samsung Electronics Incorporated also sell other products to our customers, including critical components like flash memory,
application-specific integrated circuits, or ASICs, and flat panel displays, and may be willing to sell their disc drives at a lower margin to
advance their overall business strategy. This may improve their ability to compete with us. To the extent we are not successful competing with
captive or independent disc drive manufacturers, our results of operations will be adversely affected.

In addition, in response to customer demand for high-quality, high-volume and low-cost disc drives, manufacturers of disc drives have had to
develop large, in some cases global, production facilities with highly developed technological capabilities and internal controls. The
development of large production facilities and industry consolidation can contribute to the intensification of competition. We also face indirect
competition from present and potential customers who evaluate from time to time whether to manufacture their own disc drives or other
information storage products.

Volatility of Quarterly Results�Our quarterly operating results fluctuate significantly from period to period, and this may cause our stock
price to decline.

In the past, our quarterly revenue and operating results fluctuated significantly from period to period. We expect this fluctuation to continue for a
variety of reasons, including:

� changes in the demand for the computer systems, storage subsystems and consumer electronics that contain our disc drives, due to
seasonality and other factors;

� changes in purchases from period to period by our primary customers, particularly as our competitors are able to introduce and
produce in volume comparable product technology;

� competitive pressures resulting in lower selling prices;

� delays or problems in the introduction of our new products due to inability to achieve high production yields, delays in customer
qualification or initial product quality issues;

� shifting trends in customer demand which, when combined with overproduction of particular products, particularly at times like now
where the industry is served by multiple suppliers, results in supply/demand imbalances;

� the impact of corporate restructuring activities that we may engage in;

� adverse changes in the level of economic activity in the United States and other major regions in which we do business;
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� our high proportion of fixed costs, including research and development expenses;

� announcements of new products, services or technological innovations by us or our competitors; and

� increased costs or adverse changes in availability of supplies.

As a result, we believe that quarter-to-quarter comparisons of our revenue and operating results may not be meaningful, and that these
comparisons may not be an accurate indicator of our future performance. Our operating results in one or more future quarters may fail to meet
the expectations of investment research analysts or investors, which could cause an immediate and significant decline in the trading price of our
common shares.

6
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New Product Offerings�Market acceptance of new product introductions cannot be accurately predicted, and our results of operations will
suffer if there is less demand for our new products than is anticipated.

We are continually developing new products in the hope that we will be able to introduce technologically advanced disc drives into the
marketplace ahead of our competitors.

In June 2004, we announced 12 new disc drive products which are being introduced during the current fiscal year, many of which address disc
drive applications for which we previously had no product offerings. Some of these new products introduce new form factors, such as our first
1-inch form factor disc drive and our first 2.5-inch form factor disc drive for enterprise applications. Some of these new products also introduce
higher levels of areal density than our existing products. We believe that our financial results, including our ability to achieve the results
included in publicly announced forecasts will depend heavily on the successful introduction and customer acceptance of these new products.

The success of our new product introductions is dependent on a number of factors, including market acceptance, our ability to manage the risks
associated with product transitions, the effective management of inventory levels in line with anticipated product demand, and the risk that our
new products will have quality problems or other defects in the early stages of introduction that were not anticipated in the design of those
products. Accordingly, we cannot accurately determine the ultimate effect that our new products will have on our sales or results of operations.

In addition, the success of our new product introductions is dependent upon our ability to qualify as a primary source of supply with our OEM
customers. In order for our products to be considered by our customers for qualification, we must be among the leaders in time-to-market with
those new products. Once a product is accepted for qualification testing, any failure or delay in the qualification process or a requirement that we
requalify can result in our losing sales to that customer until new products are introduced. The limited number of high-volume OEMs magnifies
the effect of missing a product qualification opportunity. These risks are further magnified because we expect competitive pressures to result in
declining sales and declining gross margins on our current generation products. We cannot assure you that we will be among the leaders in
time-to-market with new products or that we will be able to successfully qualify new products with our customers in the future.

Smaller Form Factor Disc Drives�If we do not continue to successfully market smaller form factor disc drives, our business may suffer.

Increases in sales of notebook computers and in areal density are resulting in a shift to smaller form factor disc drives for an expanding number
of applications, including personal computers, enterprise storage applications and consumer electronic devices. Many of these applications have
typically used disc drives with a 3.5-inch form factor, which we currently manufacture. Notebook computers typically use 2.5-inch form factor
disc drives. We initiated volume shipments of our Momentus notebook disc drive to a number of OEMs in the second fiscal quarter of 2004.
These shipments materially contributed to our results of operations in the second fiscal quarter. However, at the time, our products only
addressed a limited portion of the existing notebook market and in our third fiscal quarter of 2004, an oversupply of notebook disc drives in the
supply chain led to a significant reduction in our shipments of Momentus disc drives which adversely impacted our results of operations. In June
2004, we announced our first 1-inch form factor disc drive, additional capacity models of our Momentus notebook disc drive and a 2.5-inch
form factor disc drive for enterprise storage applications. These products are being introduced during the current fiscal year. If we do not
successfully introduce these products or if we do not suitably adapt our technology and product offerings to successfully develop and introduce
additional smaller form factor disc drives, customers may decrease the amounts of our products that they purchase which would adversely affect
our results of operations.

7
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Importance of Reducing Operating Costs�If we do not reduce our operating expenses, we will not be able to compete effectively in our
industry.

Our strategy involves, to a substantial degree, increasing revenue while at the same time reducing operating expenses. In this regard, we have
engaged in ongoing, company-wide manufacturing efficiency activities intended to increase productivity and reduce costs. These activities have
included closures and transfers of facilities, significant personnel reductions and efforts to increase automation. For example, in our fourth fiscal
quarter of 2004, we undertook significant restructuring activities to reduce the costs of our operations and we continue to look at opportunities
for further cost reductions, which may result in additional restructuring activities in the future. We cannot assure you that our efforts will result
in the increased profitability, cost savings or other benefits that we expect. Moreover, the reduction of personnel and closure of facilities may
adversely affect our ability to manufacture our products in required volumes to meet customer demand and may result in other disruptions that
affect our products and customer service. In addition, the transfer of manufacturing capacity of a product to a different facility frequently
requires qualification of the new facility by some of our OEM customers. We cannot assure you that these activities and transfers will be
implemented on a cost-effective basis without delays or disruption in our production and without adversely affecting our customer relationships
and results of operations.

Industry Demand�Changes in demand for computer systems and storage subsystems has caused and may cause in the future a decline in
demand for our products.

Our disc drives are components in computers, computer systems, storage subsystems and consumer electronic devices. The demand for these
products has been volatile. In a weak economy, consumer spending tends to decline and retail demand for PCs and consumer electronic devices
tends to decrease, as does enterprise demand for computer systems and storage subsystems. During economic slowdowns such as the one that
began in 2001, demand for disc drives, particularly in the enterprise sector was adversely impacted as a result of the weakened economy and
because enterprises shifted their focus from making new equipment purchases to more efficiently using their existing information technology
infrastructure through, among other things, adopting new storage architectures. Unexpected slowdowns in demand for computer systems and
storage subsystems generally cause sharp declines in demand for disc drive products.

Additional causes of declines in demand for our products in the past have included announcements or introductions of major operating system or
semiconductor improvements or changes in consumer preferences, such as the shift from desktop to notebook computers. We believe these
announcements and introductions have from time to time caused consumers to defer their purchases and made inventory obsolete. Whenever an
oversupply of disc drives causes participants in our industry to have higher than anticipated inventory levels, we experience even more intense
price competition from other disc drive manufacturers than usual.

Seasonality�Because we experience seasonality in the sales of our products, our results of operations will generally be adversely impacted
during our fourth fiscal quarter.

Because sales of computer systems, storage subsystems and consumer electronics tend to be seasonal, we expect to continue to experience
seasonality in our business as we respond to variations in our customers� demand for disc drives. In particular, we anticipate that sales of our
products will continue to be lower during our fourth fiscal quarter than the rest of the year. In the desktop computer, notebook computer and
consumer electronics sectors of our business, this seasonality is partially attributable to our customers� increased sales of PCs and consumer
electronics during the winter holiday season. In the enterprise sector of our business, our sales are seasonal because of the capital budgeting and
purchasing cycles of our end users. Because our working capital needs peak during periods in which we are increasing production in anticipation
of orders that have not yet been received, our operating results will fluctuate seasonally even if the forecasted demand for our products proves
accurate. Furthermore, it is difficult for us to evaluate the degree to which this seasonality may affect our business in future periods because our
overall growth may have reduced the impact of this seasonality in recent periods. In addition, the pattern of seasonal changes in demand may

Edgar Filing: SEAGATE TECHNOLOGY - Form S-3/A

Table of Contents 17



change. For instance, we believe demand for

8

Edgar Filing: SEAGATE TECHNOLOGY - Form S-3/A

Table of Contents 18



Table of Contents

our products used in consumer electronics may be peaking in our first fiscal quarter, which is earlier than in the past.

Difficulty in Predicting Quarterly Demand�If we fail to predict demand accurately for our products in any quarter, we may not be able to
recapture the cost of our investments.

The disc drive industry operates on quarterly purchasing cycles, with much of the order flow in any given quarter coming at the end of that
quarter. Our manufacturing process requires us to make significant product-specific investments in inventory in each quarter for that quarter�s
production. Because we typically receive the bulk of our orders late in a quarter after we have made our investments, there is a risk that our
orders will not be sufficient to allow us to recapture the costs of our investment before the products resulting from that investment have become
obsolete. We cannot assure you that we will be able to accurately predict demand in the future.

Other factors that may negatively impact our ability to recapture the cost of investments in any given quarter include:

� our inability to reduce our fixed costs to match sales in any quarter because of our vertical manufacturing strategy, which means that
we make more capital investments than we would if we were not vertically integrated;

� the timing of orders from and shipment of products to key customers;

� unanticipated fluctuations in unit volume purchases from our customers, particularly our distributor customers who from time to time
constitute a large portion of our total sales;

� our product mix and the related margins of the various products;

� accelerated reduction in the price of our disc drives due to technological advances and/or an oversupply of disc drives in the market,
a condition that is exacerbated when the industry is served by multiple suppliers and shifting trends in demand which can create
supply demand imbalances;

� manufacturing delays or interruptions, particularly at our major manufacturing facilities in China, Malaysia, Singapore and Thailand;

� variations in the cost of components for our products;

� limited access to components that we obtain from a single or a limited number of suppliers;

� the impact of changes in foreign currency exchange rates on the cost of producing our products and the effective price of our
products to foreign consumers; and

� operational issues arising out of the increasingly automated nature of our manufacturing processes.
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Dependence on Distributors�We are dependent on sales to distributors, which may increase price erosion and the volatility of our sales.

A substantial portion of our sales has been to distributors of desktop disc drive products. Product qualification programs in this distribution
channel are limited, which increases the number of competing products that are available to satisfy demand, particularly in times of lengthening
product cycles. As a result, purchasing decisions in this channel are based largely on price, terms and product availability. Sales volumes
through this channel are also less predictable and subject to greater volatility than sales to our OEM customers. In the second half of fiscal year
2004, a number of disc drive manufacturers independently launched initiatives to improve the stability of the distribution channel, particularly
with respect to the purchasing behavior of these distributors while other disc drive manufacturers have not. These actions have further increased
the uncertainty as to demand within this market segment. To the extent that distributors reduce their purchases of our products or prices decline
significantly in the distribution channel, our results of operations would be adversely affected.
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Longer Product Life Cycles�Lengthening of product life cycles can make planning product transitions difficult and may reduce the favorable
impact of new product transitions.

In contrast to historical trends, based on our recent experience in the industry with respect to new product introductions, we believe that the
current rate of growth in areal density is slowing from the rate of the last several years. We believe that this slowdown in the rate of growth in
areal density will continue until a significant advance in technology for the electronic storage of data, such as perpendicular recording
technology, becomes commercially available.

When the rate of growth in areal density slows, it may contribute to increased average price erosion to the extent historical price erosion patterns
continue, a limitation in our ability to introduce new products at higher prices and lengthened product life cycles which permits competitors
more time to enter the market for a particular type of disc drive. In addition, the lengthening of product life cycles can make planning product
transitions more difficult. To the extent that we prematurely discontinue a product, or do not timely introduce new products, our operating results
may be adversely affected.

Because the rate of growth in areal density is slowing, the favorable impact of new product introductions on our results of operations may be
minimized. Historically, the introduction of new products generally has had a favorable impact on our results of operations both because the new
products are introduced at higher prices than existing competitive offerings and because advances in areal density technology have enabled
lower manufacturing costs through a reduction in components such as read/write heads and discs. However, in contrast to when the rate of
growth in areal density is increasing, a slowing rate of growth in areal density can limit the cost benefits of new products because it is
technologically more difficult to reduce the number of read/write heads and discs in a particular drive. In addition, given the environment of
intense price competition, in the absence of significant capacity or reliability increases, it is difficult to obtain higher prices for new products.

Industry Consolidation�Consolidation among captive manufacturers may serve to increase their resources and improve their access to
customers, thereby making them more formidable competitors.

Consolidation among captive manufacturers may provide them with competitive advantages over independent manufacturers, including us. For
example, in December 2002, IBM merged its disc drive business with the disc drive business of Hitachi through the formation of Hitachi Global
Storage Technologies, a separate company. Hitachi is the controlling shareholder of Hitachi Global Storage Technologies and is expected to
assume full ownership at the end of 2005. As a part of this transaction, each of IBM and Hitachi agreed to multi-year supply commitments with
the new company. Because IBM is one of our most significant customers and Hitachi is one of our most significant competitors, there is a
significant risk that IBM will decrease the number of disc drives purchased from us and increase the number purchased from the new company.
Moreover, economies of scale and the combination of the two companies� technological capabilities, particularly in the enterprise sector of our
industry, could make the new company a more formidable competitor than IBM or Hitachi operating alone.

Importance of Time-to-Market�Our operating results may depend on our being among the first-to-market and achieving sufficient production
volume with our new products.

To achieve consistent success with our OEM customers, it is important that we be an early provider of new types of disc drives featuring
leading, high-quality technology. Historically, our operating results have substantially depended upon our ability to be among the first-to-market
with new product offerings. However, during a period of slowing areal density growth, such as we are in now, the importance of time-to-market
may be less critical. Our market share and operating results in the future may be adversely affected, particularly if the rate of growth in areal
density resumes its historical rate, if we fail to:
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� consistently maintain our time-to-market performance with our new products;

� produce these products in sufficient volume;
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� qualify these products with key customers on a timely basis by meeting our customers� performance and quality specifications; or

� achieve acceptable manufacturing yields, quality and costs with these products.

If delivery of our products is delayed, our OEM customers may use our competitors� products to meet their production requirements. If the delay
of our products causes delivery of those OEMs� computer systems into which our products are integrated to be delayed, consumers and
businesses may purchase comparable products from the OEMs� competitors.

Moreover, we face the related risk that consumers and businesses may wait to make their purchases if they want to buy a new product that has
been shipped or announced but not yet released. If this were to occur, we may be unable to sell our existing inventory of products that may have
become less efficient and cost effective compared to new products. As a result, even if we are among the first-to-market with a given product,
subsequent introductions or announcements by our competitors of new products could cause us to lose revenue and not achieve a positive return
on our investment in existing products and inventory.

New Product Development and Technological Change�If we do not develop products in time to keep pace with technological changes, our
operating results will be adversely affected.

Our customers have demanded new generations of disc drive products as advances in computer hardware and software have created the need for
improved storage products with features such as increased storage capacity, improved performance and reliability of smaller form factors. We,
and our competitors have developed improved products, and we will need to continue to do so in the future. For fiscal years 2004, 2003 and
2002, we had product development expenses of $666 million, $670 million and $698 million, respectively. We cannot assure you that we will be
able to successfully complete the design or introduction of new products in a timely manner, that we will be able to manufacture new products in
sufficient volumes with acceptable manufacturing yields, that we will be able to successfully market these new products or that these products
will perform to specifications on a long-term basis. In addition, the impact of slowing areal density growth may adversely impact our ability to
be successful.

When we develop new products with higher capacity and more advanced technology, our operating results may decline because the increased
difficulty and complexity associated with producing these products increases the likelihood of reliability, quality or operability problems. If our
products suffer increases in failures, are of low quality or are not reliable, customers may reduce their purchases of our products and our
manufacturing rework and scrap costs and service and warranty costs may increase. In addition, a decline in the reliability of our products may
make us less competitive as compared with other disc drive manufacturers.

Impact of Technological Change�Increases in the areal density of disc drives may outpace customers� demand for storage capacity.

The rate of increase in areal density, or storage capacity per square inch on a disc, may be greater than the increase in our customers� demand for
aggregate storage capacity. As a result, our customers� storage capacity needs may be satisfied with fewer disc drives. These factors could
decrease our sales, especially when combined with continued price erosion, which could adversely affect our results of operations.
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Changes in Information Storage Products�Future changes in the nature of information storage products may reduce demand for traditional
disc drive products.

We expect that in the future new personal computing devices and products will be developed, some of which, such as Internet appliances, may
not contain a disc drive. While we are investing development resources in designing information storage products for new applications, it is too
early to assess the impact of these new applications on future demand for disc drive products. We cannot assure you that we will be successful in
developing other information storage products. In addition, there are currently no widely accepted standards in
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various technical areas that may be important to the future of our business, including the developing sector of intelligent storage solutions.
Products using alternative technologies, such as semiconductor memory, optical storage and other storage technologies could become a
significant source of competition to particular applications of our products.

For example, semiconductor memory is much faster than disc drives, but currently is volatile in that it is subject to loss of data in the event of
power failure and is much more costly than disc drive technologies. Flash EEPROM, a nonvolatile semiconductor memory, is currently much
more costly than disc drive technologies and, while it has higher read performance than disc drives, it has lower write performance. Flash
EEPROM could become competitive in the near future for applications requiring less storage capacity than that required in traditional markets
for our products.

High Fixed Costs�Our vertical integration strategy entails a high level of fixed costs.

Our vertical integration strategy entails a high level of fixed costs and requires a high volume of production and sales to be successful. During
periods of decreased production, these high fixed costs have had, and could in the future have, a material adverse effect on our operating results
and financial condition. For example, in 1998 our predecessor experienced a significant decrease in the demand for its products, and because our
predecessor was unable to adequately reduce its costs to offset this decrease in revenue, its gross and operating margins suffered. In addition, a
strategy of vertical integration has in the past and could in the future delay our ability to introduce products containing market-leading
technology, because we may not have developed the technology and source of components for our products and do not have access to external
sources of supply without incurring substantial costs.

Research and development expenses represent a significant portion of our fixed costs. As part of our vertical integration strategy, we explore a
broad range of ways to improve disc drives as well as possible alternatives to disc drives for storing and retrieving electronic data. If we fail to
develop new technologies in a timely manner, and our competitors succeed in doing so, our ability to sell our products could be significantly
diminished. Conversely, if we over invest in technologies that can never be profitably manufactured and marketed, our results of operations
could suffer. By way of example, we have incurred expenses in exploring new technologies for storing electronic data, including perpendicular
recording technology, which involves a different orientation for the magnetic field than is currently used in disc drives, and heat assisted
magnetic recording technology, which uses heat generated by a laser to improve storage capacity. We believe these new technologies could
significantly improve the storage capacity of disc drives over the long term. To date, we have not yet developed a commercial product based on
these technologies. Furthermore, based on our recent experience in the industry with respect to new product introductions, we believe that the
rate of increase of areal density is slowing as compared to its previous levels, which has lengthened the life cycles of existing products and may
further postpone returns on our investments in new technologies. If we have invested too much in new technologies, our results of operations
could be adversely affected. In addition, as we replace our existing assets with new, higher cost assets, we expect that our depreciation expense
will increase, which will contribute to our high level of fixed costs and reduce our earnings. This could cause the market price of our common
shares to decline.

Dependence on Supply of Equipment and Components�If we experience shortages or delays in the receipt of critical equipment or
components necessary to manufacture our products, we may suffer lower operating margins, production delays and other material adverse
effects.

The cost, quality and availability of some equipment, components and raw materials used to manufacture disc drives and other information
storage products are critical to the successful manufacture of these products. The equipment we use to manufacture our products is frequently
custom made and comes from a few suppliers. Particularly important components include read/write heads, recording media,
application-specific integrated circuits, or ASICs, spindle motors, printed circuit boards and suspension assemblies. We rely on sole suppliers or
a limited number of suppliers for some of these components, including recording media that we do not manufacture, ASICs, spindle motors,
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experienced increased costs and production delays when we were unable to obtain the necessary equipment or sufficient quantities of some
components and/or have been forced to pay higher prices for some components or raw materials, such as precious metals, that were in short
supply in the industry in general.

In addition, the recent increases in demand for our small form factor mobile products, such as our ST1 and Momentus drives, could lead to
shortages in the components used in smaller form factor disc drives such as the glass substrates used to make the recording media for such
drives.

Due to the weakened economy in general and in the technology sector of the economy in particular, the disc drive industry has experienced
economic pressure, which has resulted in consolidation among component manufacturers and may result in some component manufacturers
exiting the industry or not making sufficient investments in research to develop new components.

If there is a shortage of, or delay in supplying us with, critical components, then:

� it is likely that our suppliers would raise their prices and, if we could not pass these price increases to our customers, our operating
margin would decline;

� we might have to reengineer some products, which would likely cause production and shipment delays, make the reengineered
products more costly and provide us with a lower rate of return on these products;

� we would likely have to allocate the components we receive to certain of our products and ship less of others, which could reduce
our revenues and could cause us to lose sales to customers who could purchase more of their required products from manufacturers
that either did not experience these shortages or delays or that made different allocations; and

� we might be late in shipping products, causing potential customers to make purchases from our competitors and, thus, causing our
revenue and operating margin to decline.

We cannot assure you that we will be able to obtain critical components in a timely and economic manner, or at all.

Dependence on Key Customers�We may be adversely affected by the loss of, or reduced, delayed or cancelled purchases by, one or more of
our larger customers.

Some of our key customers, including Hewlett-Packard, Dell, IBM, Apple and EMC, account for a large portion of our disc drive revenue. We
have longstanding relationships with many of our customers, however, if any of our key customers were to significantly reduce their purchases
from us, our results of operations would be adversely affected. While sales to major customers may vary from period to period, a major customer
that permanently discontinues or significantly reduces its relationship with us could be difficult to replace. In line with industry practice, new
customers usually require that we pass a lengthy and rigorous qualification process at the customer�s cost. Accordingly, it may be difficult for us
to attract new major customers. Additionally, mergers, acquisitions, consolidations or other significant transactions involving our customers
generally entail risks to our business. If a significant transaction involving any of our key customers results in the loss of or reduction in
purchases by these key customers, it could have a materially adverse effect on our business, results of operations, financial condition and
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OEM Purchase Agreements�Our OEM customers are not obligated to purchase our products.

Typically, our OEM purchase agreements permit OEMs to cancel orders and reschedule delivery dates without significant penalties. In the past,
orders from many of our OEMs were cancelled and delivery schedules were delayed as a result of changes in the requirements of the OEMs�
customers. These order cancellations and delays in delivery schedules have had a material adverse effect on our results of operations in the past
and may do so again in the future. Our OEMs and distributors typically furnish us with non-binding indications of their
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near term requirements, with product deliveries based on weekly confirmations. If actual orders from distributors and OEMs decrease from their
non-binding forecasts, these variances could have a material adverse effect on our business, results of operations, financial condition and
prospects.

Economic Risks Associated with International Operations�Our international operations subject us to risks related to currency exchange
fluctuations, longer payment cycles for sales in foreign countries, seasonality and disruptions in foreign markets, tariffs and duties, price
controls, potential adverse tax consequences, increased costs, our customers� credit and access to capital and health-related risks.

We have significant operations in foreign countries, including manufacturing facilities, sales personnel and customer support operations. We
have manufacturing facilities in China, Malaysia, Northern Ireland, Singapore and Thailand, in addition to those in the United States. A
substantial portion of our desktop disc drive assembly occurs in our facility in China.

Our international operations are subject to economic risks inherent in doing business in foreign countries, including the following:

� Disruptions in Foreign Markets. Disruptions in financial markets and the deterioration of the underlying economic conditions in the
past in some countries, including those in Asia, have had an impact on our sales to customers located in, or whose end-user
customers are located in, these countries.

� Fluctuations in Currency Exchange Rates. Prices for our products are denominated predominately in U.S. dollars, even when sold to
customers that are located outside the United States. Currency instability in Asia and other geographic markets may make our
products more expensive than products sold by other manufacturers that are priced in the local currency. Moreover, many of the
costs associated with our operations located outside the United States are denominated in local currencies. As a consequence, the
increased strength of local currencies against the U.S. dollar in countries where we have foreign operations would result in higher
effective operating costs and, potentially, reduced earnings. From time to time, fluctuations in foreign exchange rates have negatively
affected our operations and profitability and there can be no assurance that these fluctuations will not adversely affect our operations
and profitability in the future.

� Longer Payment Cycles. Our customers outside of the United States are often allowed longer time periods for payment than our U.S.
customers. This increases the risk of nonpayment due to the possibility that the financial condition of particular customers may
worsen during the course of the payment period.

� Seasonality. Seasonal reductions in the business activities of our customers during the summer months, particularly in Europe,
typically result in lower earnings during those periods.

� Tariffs, Duties, Limitations on Trade and Price Controls. Our international operations are affected by limitations on imports,
currency exchange control regulations, transfer pricing regulations, price controls and other restraints on trade. In addition, the
governments of many countries, including China, Malaysia, Singapore and Thailand, in which we have significant operating assets,
have exercised and continue to exercise significant influence over many aspects of their domestic economies and international trade.

� Potential Adverse Tax Consequences. Our international operations create a risk of potential adverse tax consequences, including
imposition of withholding or other taxes on payments by subsidiaries.
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� Increased Costs. The shipping and transportation costs associated with our international operations are typically higher than those
associated with our U.S. operations, resulting in decreased operating margins in some foreign countries.

� Credit and Access to Capital Risks. Our international customers could have reduced access to working capital due to higher interest
rates, reduced bank lending resulting from contractions in the money supply or the deterioration in the customer�s or its bank�s
financial condition, or the inability to access other financing.
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Political Risks Associated with International Operations�Our international operations subject us to risks related to political unrest and
terrorism.

We have manufacturing facilities in parts of the world that periodically experience political unrest. This could disrupt our ability to manufacture
important components as well as cause interruptions and/or delays in our ability to ship components to other locations for continued manufacture
and assembly. Any such delays or interruptions could result in delays in our ability to fill orders and have an adverse effect on our results of
operation and financial condition. U.S. and international responses to the terrorist attacks on September 11, 2001, the ongoing hostilities in
Afghanistan and Iraq and the risk of hostilities with North Korea could exacerbate these risks.

Legal and Operational Risks Associated with International Operations�Our international operations subject us to risks related to staffing and
management, legal and regulatory requirements and the protection of intellectual property.

Operating outside of the United States creates difficulties associated with staffing and managing our international manufacturing facilities,
complying with local legal and regulatory requirements and protecting our intellectual property. We cannot assure you that we will continue to
be found to be operating in compliance with applicable customs, currency exchange control regulations, transfer pricing regulations or any other
laws or regulations to which we may be subject. We also cannot assure you that these laws will not be modified.

Conflicts of Interest of our Directors and Officers�Our directors and executive officers may have conflicts of interest because of their
ownership of capital stock of, and their employment with, our largest shareholder and our affiliates.

Many of our directors and executive officers hold ordinary shares of our largest shareholder, New SAC. Ownership of the capital stock of our
largest shareholder by our directors and officers could create, or appear to create, potential conflicts of interest when our directors and officers
are faced with decisions that could have different implications for us and for New SAC.

Some of our directors also serve on the board of New SAC. Several of our executive officers also serve as officers and/or directors of New SAC.
In view of these overlapping relationships, conflicts of interest may exist or arise with respect to existing and future business dealings, including
the relative commitment of time and energy by our directors and officers to us and to our largest shareholder and affiliates, potential acquisitions
of businesses or properties and other business opportunities, the issuance of additional securities, the election of new or additional directors and
the payment of distributions by us. We cannot assure you that any conflicts of interest will be resolved in our favor.

Risks Associated with Future Acquisitions�We may n

Edgar Filing: SEAGATE TECHNOLOGY - Form S-3/A

Table of Contents 31


