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We're Not Losing Sleep Over
The Toshiba Report. Here's W
What's new? According to Nikkei Asia, Toshiba plans to invest ¥60B ($380M
Philippines facilities to double production capacity for AI data center HDDs 
(March 2028 year-end). Toshiba currently accounts for just over 10% of ind
exabytes (EB) shipped and is targeting a 30% share over the medium term. 
company "will handle new products that increase per-unit memory capacity 
much as 40%" and plans to continue investing to mass-produce 65TB drives
2030, with a longer-term roadmap to 100TB.  To our knowledge, Toshiba  (no
covered) has not commented on the article.

Our thoughts: High level, we understand the knee jerk reaction from STX/W
today – historically upcycles don't end with a demand shock, but a supply sh
And this news – if accurate – would represent the first supply test for what
been a rational oligopoly for 3+ years now. We share a number of more de
thoughts below, but big picture – we will gladly buy STX/WDC on this di
Demand in the ~2,000EB nearline HDD market is growing 40%+ Y/Y ann
with Agentic and Physical AI still catalysts for acceleration in the future,
supply/demand gap in HDD's through CY28 is expected to be wider (300
400EBs) than Toshiba's potential capacity expansion, and even if Toshiba
200EB's of (mostly) low-end HDD capacity by 2028, (1) they do not have
edge capacities/HAMR technology (it took STX 20+ years to come to ma
with HAMR), (2) they have to rely on a entire supply chain ramping in un
because they are not vertically integrated, and (3) the added capacity wo
only amount to ~5% of the total industry in 2 years. 

• The implied capex-to-capacity ramp math looks unusually aggress
article states Toshiba's planned $380M investment would support r
220EB of incremental output if capacity doubles from current levels
annualized basis, this implies capex intensity well below that of large
In FY26, STX invested ~$570M to support 194EB of incremental cap
while WDC invested ~$420M for 175EB. So collectively, STX/WDC h
added 370EB of Y/Y capacity spending $1B of capex. It does not seem
realistic that Toshiba - who is not vertically integrated, has lower cap
and would have to make investments in the supply chain as well – co
220EB's spending just $380M. Furthermore, doubling capacity in jus
months feels like an extraordinary achievement. We're skeptical both

• Even full execution on this expansion would have a limited impac
industry supply. Assuming Toshiba achieves its target, the additiona
of annual capacity would not be available until roughly 18 months fr
when the market could be nearly 3,000EBs. Against an industry gro
requirement of ~600EB annually, and a supply/demand shortage of 30
400EBs, the incremental supply would represent less than 25% of tota
industry supply growth during the period, ~5% of total industry EBs, an
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unlikely to close the industry supply/demand gap.
• Capacity expansion does not narrow Toshiba's technology gap. Toshiba's 

statement that it will handle products with per-unit memory capacity up to 
40% higher (in 18 months) is ambiguous and could refer either to average 
drive capacity or to its highest-capacity products. If it refers to average 
capacity growth, the target appears broadly consistent with STX's and 
WDC's roadmaps, given expectations for 25-30% annual EB growth alongside 
limited unit growth. However, IDC estimates Toshiba's average drive capacity 
was ~11TB in C1Q26, meaning Toshiba's average capacity per drive will still 
far trail STX/WDC. If it refers to Toshiba's current highest-capacity product 
(24TB), a 40% increase implies ~33TB drives in the market within 18 months. 
STX and WDC already have drives of that capacity in market today, and 18 
months from now, 33TB will be well below the 40TB+ products shipping 
from Seagate and WDC in C2H26, and the 50TB+ drives both vendors could 
deliver by CY28. 

• Toshiba is leading with MAMR, not HAMR. As a reminder Toshiba trails 
both STX/WDC on HAMR timeline, as Toshiba has primarily invested in 
MAMR technology, which has a far more limited areal density roadmap than 
HAMR. Toshiba announced last October plans to launch a 12 disk, 40TB 
MAMR HDD in 2027. Given STX's 40TB HAMR drives (available today) will 
have 2 fewer platters and 4 fewer heads, Toshiba's product is not nearly as 
competitive as STX's leading HAMR products.  HAMR is in Toshiba's "future" 
roadmap. Also, given the need to pivot to HAMR, some of this reported 
capex will have to go towards new parts specific to HAMR drives (heads, 
media, motors), making the reported capex intensity even harder to square.

• Toshiba's longer-term roadmap also trails peers. The company's target of 
65TB drives by 2030 remains well below STX's and WDC's publicly stated 
ambitions of reaching 100TB-class products by decade-end, and would 
require a monumental improvement in execution. As such, the announced 
expansion appears focused on increasing output rather than closing the 
technology gap.

• Toshiba's reported 30% market share target - this is the same thing they 
said in 2022. According to the Nikkei article, Toshiba aims to capture 30% 
market share "in the medium term". We'd direct you to this article from 
February 2022 – where Toshiba said "It aims to increase share to 25% in its 
FY2025 and then to reach 30% in what it calls the near term." As a reminder, 
Toshiba has 10% share today.

• Recent shipment data points to some acceleration in Toshiba production, 
but not yet a step-change. TSR tracker data indicates Toshiba's nearline 
HDD shipments increased ~20% M/M in August. However, smoothing 
monthly volatility, Toshiba's nearline unit shipments grew 4% Y/Y over the 
trailing three months through August, broadly in line with overall industry 
growth of 3%, so the recent capacity growth could be driven more by 
production line transitions. So far, we have not seen any signs of unit 
capacity expansion by STX and WDC.

Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (“MUMSS”) is acting as 
financial advisor to TOSHIBA CORPORATION ("TOSHIBA") in relation to the 

https://www.blocksandfiles.com/disk/2022/02/13/mamr-mia-toshiba-hamring-on-past-40tb-disk-drives/1593456?utm_source=chatgpt.com
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business integration of the semiconductor business of Toshiba Electronic 
Devices & Storage Corporation, a subsidiary of Toshiba, the semiconductor 
business of ROHM Co., Ltd. and Mitsubishi Electric Corporation’s Power 
Devices as announced on March 27, 2026. The proposed transaction is subject 
to regulatory approvals and other customary closing conditions.
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Valuation Methodology and Risks

                        Seagate Technology (STX.O)                    

Our PT implies 20.0x our CY27 EPS of $59.33, as we expect earnings upward revisio
Street with shares trading 6.0x turns above the peak multiples in the previous
upcycle.

                        Risks to Upside                    

n Demand accelerates
n AI drives incremental HDD demand
n GM expands to high-50% range
n Smoother/stronger cloud cycles drive multiple expansion
n STX exhibits more pricing power
n HAMR drives share gains

                        Risks to Downside                    

n Qualifications for high-capacity drives take longer than expected
n Steeper declines from cyclical markets
n GM doesn't further expand
n Pricing normalizes more than expected
n Geopolitical tensions & tariff costs

                        Western Digital (WDC.O)                    

Our PT implies 20.0x CY27 EPS of $33.80, as we expect earnings upward revisio
Street with shares trading on par with STX at 6.0x turns above the peak multiples
the previous industry upcycle.

                        Risks to Upside                    

n Demand accelerates
n AI drives incremental HDD demand
n Smoother cloud cycles drive multiple expansion
n WDC exhibits more pricing power
n HAMR qualification/volume shipment timeline earlier than expected

                        Risks to Downside                    

n GM doesn't further expand
n Pricing normalizes more than expected
n Geopolitical tensions & tariff impacts
n Competitive pressures & HAMR timeline delays
n Dilution from converts more significant than expected
4
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hold, and sell but represent recommended relative weightings (see definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a 
buy recommendation; we correspond Equal-weight and Not-Rated to hold and Underweight to sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)
Other Material Investment Services 

Clients (MISC)

Stock Rating 
Category

Count % of               Total Count % of               Total IBC
% of Rating               
Category

Count
% of Total Other 

MISC

Overweight/Buy 1599 43% 455 48% 28% 783 44%

Equal-weight/Hold 1563 42% 394 42% 25% 763 43%

Not-Rated/Hold 2 0% 1 0% 50% 1 0%

Underweight/Sell 570 15% 96 10% 17% 227 13%

Total 3,734 946 1774

Data include common stock and ADRs currently assigned ratings. Investment Banking Clients are companies from whom Morgan Stanley received investment banking compensation in the 
last 12 months. Due to rounding off of decimals, the percentages provided in the "% of total" column may not add up to exactly 100 percent.

Analyst Stock Ratings
Overweight (O). The stock's total return is expected to exceed the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 
12-18 months.
Equal-weight (E). The stock's total return is expected to be in line with the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over 
the next 12-18 months.
Not-Rated (NR). Currently the analyst does not have adequate conviction about the stock's total return relative to the average total return of the analyst's industry (or industry team's) coverage 
universe, on a risk-adjusted basis, over the next 12-18 months.
Underweight (U). The stock's total return is expected to be below the average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted basis, over the next 
12-18 months.
Unless otherwise specified, the time frame for price targets included in Morgan Stanley Research is 12 to 18 months.

Analyst Industry Views
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the relevant broad market benchmark, as indicated 
below.
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant broad market benchmark, as indicated below.
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant broad market benchmark, as indicated below.
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index; Europe - MSCI Europe; Japan - TOPIX; Asia - 
relevant MSCI country index or MSCI sub-regional index or MSCI AC Asia Pacific ex Japan Index.

Stock Price, Price Target and Rating History (See Rating Definitions)
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schedule is appropriate based on current conditions.
Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the 
Dodd-Frank Wall Street Reform and Consumer Protection Act.
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in research on the same stock. This may be the result of differing time horizons, methodologies, market events, or other factors. For all research available on a particular stock, please contact 
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available Morgan Stanley Research, please contact your sales representative or go to Matrix at http://www.morganstanley.com/matrix.
Any access and/or use of Morgan Stanley Research is subject to Morgan Stanley's Terms of Use (http://www.morganstanley.com/terms.html). By accessing and/or using Morgan Stanley 
Research, you are indicating that you have read and agree to be bound by our Terms of Use (http://www.morganstanley.com/terms.html). In addition you consent to Morgan Stanley processing 
your personal data and using cookies in accordance with our Privacy Policy and our Global Cookies Policy (http://www.morganstanley.com/privacy_pledge.html), including for the purposes of 
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Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents; in Australia to "wholesale clients" and "retail 
clients" within the meaning of the Australian Corporations Act by Morgan Stanley Wealth Management Australia Pty Ltd (A.B.N. 19 009 145 555, holder of Australian financial services license 
No. 240813, which accepts responsibility for its contents; in Korea by Morgan Stanley & Co International plc, Seoul Branch; in India by Morgan Stanley India Company Private Limited having 
Corporate Identification No (CIN) U22990MH1998PTC115305, regulated by the Securities and Exchange Board of India (“SEBI”) and holder of licenses as a Research Analyst (SEBI Registration 
No. INH000001105); Stock Broker (SEBI Stock Broker Registration No. INZ000244438), Merchant Banker (SEBI Registration No. INM000011203), and depository participant with National 
Securities Depository Limited (SEBI Registration No. IN-DP-NSDL-567-2021) having registered office at Altimus, Level 39 & 40, Pandurang Budhkar Marg, Worli, Mumbai 400018, India; 
Telephone no. +91-22-61181000; Compliance Officer Details: Mr. Tejarshi Hardas, Tel. No.: +91-22-61181000 or Email: tejarshi.hardas@morganstanley.com; Grievance officer details: Mr. Tejarshi 
Hardas, Tel. No.: +91-22-61181000 or Email: msic-compliance@morganstanley.com. Morgan Stanley India Company Private Limited (MSICPL) may use AI tools in providing research services. 
All recommendations contained herein are made by the duly qualified research analysts; in Germany and the European Economic Area where required by Morgan Stanley Europe S.E., authorised 
and regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin) under the reference number 149169; in the US by Morgan Stanley & Co. LLC, which accepts responsibility for its 
contents. Morgan Stanley & Co. International plc, authorized by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, 
disseminates in the UK research that it has prepared, and research which has been prepared by any of its affiliates, only to persons who (i) are investment professionals falling within Article 
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the “Order”); (ii) are persons who are high net worth entities falling within Article 49(2)(a) 
to (d) of the Order; or (iii) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000, 
as amended) may otherwise lawfully be communicated or caused to be communicated. RMB Morgan Stanley Proprietary Limited is a member of the JSE Limited and A2X (Pty) Ltd. RMB Morgan 
Stanley Proprietary Limited is a joint venture owned equally by Morgan Stanley International Holdings Inc. and RMB Investment Advisory (Proprietary) Limited, which is wholly owned by 
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FirstRand Limited. Morgan Stanley Research is disseminated in Canada by Morgan Stanley Canada Limited and Morgan Stanley Wealth Management Canada Inc., members of the Canadian 
Investment Regulatory Organization (CIRO). The information in Morgan Stanley Research is being disseminated by Morgan Stanley Saudi Arabia, regulated by the Capital Market Authority in 
the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (DIFC Branch), regulated by the Dubai Financial Services Authority (the DFSA) 
or by Morgan Stanley & Co. International plc (ADGM Branch), regulated by the Financial Services Regulatory Authority Abu Dhabi (the FSRA), and is directed at Professional Clients only, as 
defined by the DFSA or the FSRA, respectively. The financial products or financial services to which this research relates will only be made available to a customer who we are satisfied meets 
the regulatory criteria of a Professional Client. A distribution of the different MS Research ratings or recommendations, in percentage terms for Investments in each sector covered, is available 
upon request from your sales representative.
The information in Morgan Stanley Research is being communicated by Morgan Stanley & Co. International plc (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority 
(the QFCRA), and is directed at business customers and market counterparties only and is not intended for Retail Customers as defined by the QFCRA.
As required by the Capital Markets Board of Turkey, investment information, comments and recommendations stated here, are not within the scope of investment advisory activity. Investment 
advisory service is provided exclusively to persons based on their risk and income preferences by the authorized firms. Comments and recommendations stated here are general in nature. These 
opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely to this information stated here may not bring about 
outcomes that fit your expectations.
The trademarks and service marks contained in Morgan Stanley Research are the property of their respective owners. Third-party data providers make no warranties or representations relating 
to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages relating to such data. The Global Industry Classification Standard (GICS) was 
developed by and is the exclusive property of MSCI and S&P.
Morgan Stanley Research, or any portion thereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Indicators and trackers referenced in Morgan Stanley Research may not be used as, or treated as, a benchmark under Regulation EU 2016/1011, or any other similar framework.
The issuers and/or fixed income products recommended or discussed in certain fixed income research reports may not be continuously followed. Accordingly, investors should regard those 
fixed income research reports as providing stand-alone analysis and should not expect continuing analysis or additional reports relating to such issuers and/or individual fixed income products.
Morgan Stanley may hold, from time to time, material financial and commercial interests regarding the company subject to the Research report.

Registration granted by SEBI and certification from the National Institute of Securities Markets (NISM) in no way guarantee performance 
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read 
all the related documents carefully before investing.
References to any prediction market or event contract do not constitute an offer, solicitation, recommendation, or endorsement to participate in any such market or contract. Morgan Stanley 
Research may not be distributed or made available in any jurisdiction where such distribution would be unlawful or otherwise prohibited by applicable law.

INDUSTRY COVERAGE: IT Hardware

Company (Ticker) Rating (As Of) Price* (10/01/2026)             

Erik W Woodring

Apple, Inc. (AAPL.O)                 O                     (05/26/2009)                   $330.32

CDW Corporation (CDW.O)                 O                     (06/23/2026)                   $135.83

Cricut Inc (CRCT.O)                 U                     (08/12/2021)                   $6.52

Dell Technologies Inc. (DELL.N)                 E                     (06/01/2026)                   $541.74

Everpure, Inc. (P.N)                 O                     (08/10/2026)                   $134.13

Garmin Ltd (GRMN.N)                 E                     (02/18/2026)                   $282.46

GoPro Inc (GPRO.O)                 U                     (12/12/2023)                   $1.33

Hewlett Packard Enterprise (HPE.N)                 O                     (08/10/2026)                   $64.58

HP Inc. (HPQ.N)                 U                     (11/16/2025)                   $32.15

IBM (IBM.N)                 E                     (01/18/2023)                   $225.62

Ingram Micro (INGM.N)                 E                     (06/11/2025)                   $27.79

Kornit Digital Ltd. (KRNT.O)                 E                     (11/06/2025)                   $16.87

Logitech International SA (LOGI.O)                 U                     (01/20/2026)                   $103.32

NetApp Inc (NTAP.O)                 E                     (08/10/2026)                   $215.05

Resideo Technologies Inc (REZI.N)                 O                     (08/11/2025)                   $18.17

Seagate Technology (STX.O)                 O                     (03/26/2024)                   $945.57

SmartRent, Inc. (SMRT.N)                 ++ $1.20

Sonos Inc. (SONO.O)                 E                     (11/06/2025)                   $17.75

TD Synnex Corporation (SNX.N)                 O                     (06/11/2025)                   $271.76

Teradata (TDC.N)                 E                     (08/10/2026)                   $29.92

Western Digital (WDC.O)                 O                     (04/16/2025)                   $462.56

Sanjit K Singh

Nutanix Inc (NTNX.O)                 E                     (01/12/2026)                   $71.52

Stock Ratings are subject to change. Please see latest research for each company.
* Historical prices are not split adjusted.
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