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LOGITECH INTERNATIONAL S.A.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share amounts)

June 30, March 31,
1999 1999
ASSETS (unaudited)
Current assets:
Cash and cash equivalents......................... $ 23890 $ 43,251
Accounts receivable 84,313 93,501
Inventories.................. 58,523 70,100
Other current assets 17,397 13,907
Total current assets.........ccceeeeeueenn. 184,123 220,759
INVESTMENTS. ....ovviiiiiiiiiiiiie e 15,071 13,856
Property, plant and equipment.. 43,288 40,203
Intangible assets...........ccccuveees 17,203 18,247
Other assets........ccccevvivveeiniiiie s 1,270 1,424
Total asSetsS.....oovveieeiiiiieeeeie, $ 260,955 294,489
LIABILITIES AND SHAREHOLDE
Current liabilities:
Short-term debt.........cccoevrivviiiienins $ 20439 $ 25,385
Accounts payable. 55,658 83,640
Accrued liabilities............ccoceeeiiiiieeenn. 39,834 41,377
Total current liabilities.................... 115,931 150,402
Long-term debt 3,376 3,624
Other liabilities.........ccccceeiviiiienninnen. 720 709
Total labilitieS.....ccveveeiceeeee e 120,027 154,735
Contingencies (Note 7)
Shareholders' equity:
Registered shares, par value CHF 20 - 2,101,688 a uthorized, 653,312
conditionally authorized at June 30 and March 31 , 1999, 2,001,688 issued and
outstanding at June 30 and March 31, 1999....... s 28,738 28,738
Additional paid-in capital......c.cccceceeeeeees 75,511 75,717
Less registered shares in treasury, at cost, 44,3 43 at June 30, 1999 and 72,989
at March 31, 1999........ccccecvvvveeiiinennn. (4,537) (6,643)
Retained earnings...........ccccocuveee.. 54,911 54,323
Cumulative translation adjustment (13,695) (12,381)
Total shareholders' equity.......ccccoeeececeeee e 140,928 139,754
Total liabilities and shareholders' equity.... L $ 260,955 294,489

The accompanying notes are an integral part oktfiancial statements.
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LOGITECH INTERNATIONAL S.A.
CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except share and per share amounts)

Three months ended June

1999 19
(unaudited)
NEet SAIES..ccciiieiieiieceeereeeieeee e $ 114,431 $ 70,
Cost of goods SOId.......coeeevvviiiiieiis 85,105 47,
Gross Profiteceeeeeeeeesieieeeeeee 29,326 23,
Operating expenses:
Marketing and selling.......ccccoovvevenvceeeees 14,716 11,
Research and development........cccccccoeeeeeeeees. e 7,006 6,
General and administrative........c.ccccceeeeeeee. . 6,583 4,
Operating iINCOME......ccvvveeeeeiiiiiee e 1,021
Interest income (eXpense), Net......ccccccceeee e (204)
Other expense, Net......covceevvicieeceiceeees e, (82) (
Income before income taxes.......ccccccvvveevneeee e 735
Provision for income taxes........cococeevvcceeeees e 147
NEtINCOME...coveviiiiiicieieieiivesceeeeee e $ 588 $
Net income per share:
................... $ .30 $
................... $ .29 $
................... $ .03 $
................... $ .03 $

1,946,706 1,929,
2,000,866 1,997,

The accompanying notes are an integral part oktfinancial statements.
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LOGITECH INTERNATIONAL S.A.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Three months ended June 30,

1999 19 98

(unaudited)
Cash flows from operating activities:

NetinCOME ..ot e $ 588 $ 511
Non-cash items included in net income:
Depreciation and amortization.................... . e 4,609 3 ,050
Equity in net earnings of affiliated companies... (330) --
Deferred income taxes........cccceeveuvveeenne (704) (59)
Other. e e 115 161
Changes in current assets and liabilities:
Accounts receivable..........ccccccovvcv 8,697 8 ,621
INVENLONIES..covviiveieee s s 11,258 (6 ,167)
Other current assetS.....coocvveeevviceeeeneee e (2,668) 1 ,246)
Accounts payable (28,423) 2 ,978
Accrued liabilities (1,123) 1 ,167
Net cash provided by (used in) operating activ ities......ccueeee. (7,981) 9 ,016
Cash flows from investing activities:
Purchases of property, plant and equipment........ (6,901) 3 ,508)
Acquisitions and investments in affiliated compani (2,121) (12 ,179)
Net cash used in investing activities.......... e (8,022) (15 ,687)
Cash flows from financing activities:
Net repayment of short-term debt................. (4,954) 1 ,039)
Repayment of long-term debt................. 7 --
Proceeds from sale of treasury shares 1,899 493
Net cash used in financing activities......... e (3,132) (546)
Effect of exchange rate changes on cash and cash eq uivalents.......... (226) 9
Net decrease in cash and cash equivalents......... e (19,361) 7 ,208)
Cash and cash equivalents at beginning of period... ... 43,251 72 376
Cash and cash equivalents at end of period......... $ 23,890 $ 65 ,168
Supplemental cash flow information:
Interest paid......ccocovvvieviiiiiiieeieee e $ 223 $ 51
Income taxes paid......cccccevveiiiieicieee e $ 235 $ 439

The accompanying notes are an integral part oktfinancial statements.
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LOGITECH INTERNATIONAL S.A.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 -- The Company:

Logitech International S.A. designs, manufactures markets human interface devices which oftenesasvthe primary physical interface
between users and their personal computers andmithliémedia devices. The Company's products irelnice, trackballs, keyboards,
joysticks, gamepads, steering wheels, and PC \ddawras. The Company sells its products to botinali equipment manufacture
("OEMs") and to a network of retail distributorsdaresellers.

Note 2 -- Interim Financial Data:

The accompanying consolidated financial statem&misild be read in conjunction with the Company%918nnual Report on Form 20-F as
filed with the Securities and Exchange Commissiorihe opinion of management, the accompanyingfired information includes all
adjustments, consisting only of normal recurrinustinents, necessary to present fairly the findmpaaition, results of operations and cash
flows for the interim periods. The results of opienas and cash flows for the interim periods présémre not necessarily indicative of the
results of any future period.

The Company reports quarterly results on thirteeekyperiods, each ending on a Friday. For purpofspsesentation, the Company has
indicated its quarterly periods as ending on thatmend.

Note 3 -- Business Acquisition:

In September 1998, the Company completed the atiqnisf Connectix Corporation's QuickCam(R) PCeddcamera business for
approximately $26.2 million (including closing aather costs). The Connectix business has been cechbiith the Company's video
division to offer a complete line of PC video caasfor personal computer platforms. The transastias recorded using the purchase
method of accounting. Accordingly, the results pétions of the acquired business from the dategdisition have been included in the
consolidated statement of income.

In connection with the acquisition, the Companyorded approximately $19.4 million in goodwill anther intangible assets. In addition, the
Company recorded a one-time charge of $6.2 mifliwracquired in-process research and developmeheiguarter ended September 30,
1998.

Note 4 -- Equity Investments:

In June 1998, the Company acquired 49% of the anudéng shares of Space Control, GmbH., the Gernageéprovider of Logitech's
Magellan 3D Controller. The agreement includes laligation for the Company to acquire the remairongstanding shares of Space Control,
if certain conditions are met. The Company is usirggequity method of accounting for this investinen

In April 1998, the Company acquired 10% of the tarding stock of Immersion Corporation, a develagdorce feedback technology for
PC peripherals and software applications. The Compas used the cost method of accounting forinhisstment.

Note 5 -- Comprehensive Income:

Comprehensive income is defined as the total chamgleareholders' equity during the period othantfrom transactions with shareholders.
For the Company, comprehensive income consistetahoome and the net change in the accumulateigfocurrency translation adjustm:
account. For the three months ended June 30, 1892308, comprehensive income (loss) was $(726,&00)5735,000.
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Note 6 Inventory
At June 30 and March 31, 1999, inventory consisfdtie following:

June 30, 1999  March 31, 1999

(In thousands)

Raw materials.......ccccovveeiiiiiiieiieeeee $13,232 $13,077

WOrK-IN-proCesS.....ccoovveeiiiiiiieiiiiieeeeeee 91 1,566

Finished goods...........coovvvvvivevveenenee. 45,200 55,457
$58,523 $70,100

Note 7 -- Contingencies:

In December 1996, the Company was advised of tieation to begin implementing a value-added taxXTV) on goods manufactured in
certain parts of China since July 1995, includirtere the Company's operations are located, anddetefor export. In January 1999, the
Company was advised that the VAT would not be a&gjpido goods manufactured during calendar 1999 alpskesjuent years. With respect to
prior years, the Company is in ongoing discussieitis Chinese officials and has been assured tlo&tyithstanding statements made by tax
authorities, the VAT for these prior periods wounlat be charged to the Company. As a result, thepgaomhas revised its estimate of VAT
liability and released an accrual of approximat&lymillion into income during the quarter endedel@0, 1999. The Company therefore
believes this matter will not have a material adeegffect on the Company's financial position, dashkis or results of operations.

The Company is involved in a number of lawsuitatiah to patent infringement and intellectual pmypeights, both as a defendant and a
plaintiff. The Company believes the lawsuits aréhaiit merit and intends to defend against themreigsly. However, there can be no
assurances that the defense of any of these agtitii®e successful, or that any judgment in anyhafse lawsuits would not have a material
adverse impact on the Company's business, finacoialition and result of operations.
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LOGITECH INTERNATIONAL S.A.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

The Company's net sales are derived from saleg@face devices for computers. These productsdiecinice, trackballs, keyboards,
joysticks, gamepads, steering wheels and PC videweras

In September 1998, the Company acquired the P@wdmera business of Connectix Corporation forZgtillion (including closing and
other transaction costs). Logitech's QuickCam(Rhtris a market leader in PC video cameras for Wirsdand Macintosh. The PC video
camera market has been experiencing rapid grovis.dcquisition was consistent with the Compamt@rnition to enter the PC video camera
market, and its development efforts in that ardee Tonnectix business has been combined with thep@oy's video division.

Results of Operations
The following table sets forth certain consolidafi@dncial statement amounts as a percentage cfates for the periods indicated:

Three months ended June 30

1999 1998

Net SAleS....ccovviiiiee e 100.0% 100. 0%
Cost of goods SOId.......ccceevvviiiieiiees 74.4 67. 1
Gross Profiteeeeeeeiieesieeeeeeee 25.6 32. 9
Operating expenses:

Marketing and selling.......ccccoovvvenvceeeees 12.9 16. 8
Research and development........ccccccccceeee. e 6.1 9. 0
General and administrative..........cccceeeeee. . 5.9 6. 6
Operating iINCOME........cceeiiiieieeiiiiieeaans 9 5
Interest income (expense), Net..........cc........ (.2) 9
Other expense, Net........ccccccvvvveeeeveeeneennn. (.1) ( 5)
Income before income taxes.......cccoevceeeeneeee. e .6 . 9
Provision for income taxes........ccccceevvcceeeees e 1 . 2
NetiNCOMEe....cooiiiiiiiiiiieeeieeeeeeeee e .5% . 7%

Comparison of three months ended June 30, 1999 @9l
Net Sales

Net sales for the three months ended June 30, ih@8Sased 63% to $114.4 million. This growth waarel across all product categories,
primarily came from the Company's new keyboarddddo products, as well as increases from the Cogip@ordless wheel-enhanced mice
and OEM corded mice.

Retail sales grew by 72%. As has been the casbddast several quarters, this growth was shagzeabsa all product categories. Sales of the
Company's traditional retail pointing devices, whinclude mice and trackballs, grew by 17%. Thiswgh was driven by the Company's
cordless mouse offerings and trackball product libeen with this growth, mice sales represented 4fithhe Company's total retail revenue
for this quarter, compared to 68% in the same gquéast year, reflecting the Company's expandeddl i@oduct offerings. Keyboard products
continue to be a source of strong growth with seleseasing sequentially by 29% over the
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fourth quarter of fiscal 1999, the fifth consecetyuarter of sequential sales growth. The Compatngduced its video products in the third
quarter of fiscal 1999, including the integratidrttee QuickCam business acquired in September 1988jding additional sales growth this
quarter.

OEM sales grew this quarter by 49% compared tes#mee quarter last year, with unit volume increabin@2%. The impact of the volume
increase on net sales was partially offset by meckictions due to price pressures in the OEM ntarke

Gross Profit

Gross profit consists of net sales, less cost otlgsold which consists of materials, direct ladnud related overhead costs, costs of
manufacturing facilities, costs of purchasing firéd products from outside suppliers, distributiosts and inventory write-offs. Gross profit
increased 27% to $29.3 million. This increase was grincipally to higher sales volume. In additionJanuary 1999, the Company was
advised that a value-added tax on goods manufatimr@hina would not be applied to good manufaatutering calendar 1999 and
subsequent years. The Company has been assurddrss€ officials that, notwithstanding statemenéslenby tax authorities, the VAT for
periods prior to 1999 would not be charged the CamgpAs a result, the Company has revised its astirof VAT liability and released an
accrual of approximately $1 million into income bhg the quarter ended June 30, 1999.

Gross profit as a percentage of net sales decréasad2.9% to 25.6%. In the retail channel, theduct mix has shifted towards lower
margin retail products such as keyboards and Pitabligdeo cameras. This reflects the Company'atbening of the overall retail product
offering and the Company's aggressive efforts toei@ase market share in growing product categdrieaddition, the OEM market continues
to experience price pressures which led to a sggmif margin decline compared to the first quanfdiscal 1999, but a much smaller decre
compared to the fourth quarter of fiscal 1999. Wile Company continues to achieve cost reductifiestting much of the impact of lower
prices, the price reductions for some of the lar@#sM customers have outpaced the cost reductiont&f

Operating Expenses

Total operating expenses increased 24%, from $22lion to $28.3 million. As a percentage of nelesa operating expenses decreased from
32.4% to 24.8%.

The increase in sales and marketing expenseseistigirelated to the Company's increased saleseaince. The Company continues to
make significant investments in channel marketaggwell as brand awareness through refreshed pagkagd associated marketing
materials, and advertising. The Company has alseased its development efforts in the gaming deaiea and the PC video camera area,
and plans to introduce a number of new productshIChristmas season. Development efforts arefatssed on new product development
and cost reductions on existing products. The am®@en general and administrative expenses priynafilects higher costs related to
intellectual property litigation. The Company isdatved in a number of such disputes, as both defieinand plaintiff. To a lesser extent, the
increase in general and administrative costs rsfiecreased headcount and amortization of goodwdl intangible assets.

Interest Income (Expense)

Interest expense for the most recent quarter vzamflion, compared to income of $.7 million in thaor year. The decline was the result of
using excess cash and borrowings over the pastéwebnths to make a number of investments, inctuttie acquisition of the QuickCam
business from Connectix, and funding working cadpitgeds to support higher sales volume.

Other Expense

Other expense was $.1 million for the current qeractompared to $.4 million last year. This redurttivas primarily due to lower net foreign
exchange losses.



Provision for Income Taxes

The provision for income taxes consists of income withholding taxes. The amount recorded in eagfof reflects management's best
estimate of the effective tax rate for the fisaahy Estimates are based on factors such as maeageexpectations as to payments of
withholding taxes on amounts repatriated througidéinds, the jurisdictions in which taxable incomegenerated, changes in local tax laws
and changes in valuation allowances based updikéitood of recognizing deferred tax assets. Toenpany has reviewed its projection:
taxable income in various tax jurisdictions forcs 2000. Based on a number of factors, includirgphased expiration of a tax holiday in
China and expected changes in taxable income iaioeax jurisdictions, the Company believes ifeetive tax rate for fiscal 2000 will be
20%. As a result, the provision for income taxesttie three months ended June 30, 1999 was $.ibmitepresenting a 20% effective tax
rate, compared to a 15.0% effective tax rate fertkinee months ended June 30, 1998.

Liquidity and Capital Resources
Cash Balances, Available Borrowings, and Capital Reurces

At June 30, 1999, cash and cash equivalents to$28® million. In addition, the Company had créiiés with several European and Asian
banks totaling $56.5 million. As is common for messes in European countries, these credit liresrarommitted and unsecured. Despite
the lack of formal commitments from its banks, @@mpany believes that these lines of credit wilitcwe to be made available because of
its long-standing relationships with these banksofJune 30, 1999, $36.4 million was availableasriiese facilities.

The Company has financed its operations and capitgiirements primarily through cash flow from gg@ns, bank borrowings and the sale
of equity securities. The Company anticipates itisatapital resource requirements will be proviffedn three sources: cash flow from
operations, cash and cash equivalents on handanaAings, as needed, under the credit facilities.

Cash Flow from Operating Activities

The Company's operating activities used cash ahi#i®n for the three months ended June 30, 198fmared to providing cash of $9
million for the three months ended June 30, 19%& decrease in 1999 was primarily due to a redudtigpayables and to increased working
capital requirements needed to support higher salesnes.

Cash Flow from Investing Activities

The Company's investing activities used cash ah#i#on and $15.7 million for the three months eddrine 30, 1999 and June 30, 1998.
Included in 1998 is $12.2 million to make two intresnts: 49% of the outstanding shares of Spacer@ddimbH, and 10% of the
outstanding shares of Immersion Corporation. Chekpenditures totaled $6.9 million in 1999, congzhto $3.5 million in 1998. The
increase in 1999 capital expenditures related piiyni the Company's computer systems implememrggiroject.

Cash Flow from Financing Activities

Net cash used in financing activities for the thmeanths ended June 30, 1999 was $3.1 million. fidpsesents a $5 million net paydowr
short-term debt, net of $1.9 million of proceedmirthe sale of treasury shares.

Net cash used in financing activities for the thmeanths ended June 30, 1998 was $.5 million. Tdpsasents a $1 million net paydowr
short-term debt, net of $.5 million of proceedsirthe sale of treasury shares.
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Capital Commitments

The Company believes that it will continue to makeital expenditures in the future to support ong@nd expanded operations and that
such expenditures may be substantial. The Compeligvis that its cash and cash equivalents, caghdperations, and available
borrowings under its bank lines of credit will hefgcient to fund capital expenditures and workapital needs for the foreseeable future.
Fixed commitments for capital expenditures, prityaior computer system implementation, approximai&dnillion at June 30, 1999.

Certain Factors Affecting Operating Results

This quarterly report on Form 6-K contains "forwdodking statements” within the meaning of Sec2ai of the Securities Act of 1933 and
Section 21E of the Securities and Exchange AcB8#1lrelating to, among other things, i) price cotitjpa, ii) an emerging environment in

the PC video camera market, iii) the Company'sdsdrategy, iv) the Company's research and devalapstrategy,

v) bank credit line availability, vi) cash liquiglitvii) the effect of the Year 2000 issue on tharpany and the Company's projected costs and
strategy addressing this issue, and viii) the auteof contingencies. Predictions of future evemiwlive risks and uncertainties. The
Company's actual results could differ materialynirthose anticipated in the forward-looking stateteelue to, among others, the following
risk factors:

Year 2000

The "Year 2000 Issue" is the result of computegpams being written using two digits, rather thanrfdigits, to define the applicable year.
Software with time-sensitive functions may recograzdate using "00" as the year 1900 rather theagehr 2000. This could result in a major
system failure or miscalculations.

Program Management

To address the potential effects of the year 26804, the Company has adopted a program that addreeo areas, internal infrastructure
external infrastructure. The Company's Y2K progiawolves all levels and departments, and the pt@tm, status, accomplishments and
risks are reported regularly to the Board of Dioest The Company's Y2K effort is being handledrimdly, and the costs have not been nor
are they expected to be significant.

Internal Infrastructure

The Company's IS efforts can be divided into fibages: Inventory, Assessment, Verification, Testamgl Remediation. The Inventory ph
consists of compiling a master list of all potelyiaffected hardware, software, and intelligentides. Once the list is completed, the
Assessment phase involves review of the list terdene critical items. The critical list is thentghrough the Verification phase, where the
Y2K status of each item is determined, and venelstrgrocedures and results obtained if possible. TEsting phase covers testing all items
on the critical list, using vendor test procedufgmssible and an industry-standard proceduretf for Y2K compliance. If any Y2K-related
failures are found, those items are listed forRleenediation phase to fix or replace.

The first four phases of this program are compléke final phase, Remediation, will be completéhim third calendar quarter of 1999.

The Company is currently engaged in a separategtrty) replace the computer hardware and softwarges to operate, monitor and manage
its business on a daily basis. The suppliers hadieated that their products accurately accommodaties beyond the year 1999. The
Company is testing these capabilities as parsdhiplementation process. Under the current sclegthik implementation will be complete
by the third calendar quarter of 1999. As a backivp company has upgraded the unimplemented sieséw version of the current softw
that is Y2K compliant. As a contingency, the Comypaould continue to use the upgraded version otthieent software if the
implementation of the new software is delayed.
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External Infrastructure

The Company has developed and implemented an @xtesigpplier verification program, addressing botiterial and service suppliers. All
significant component suppliers have been surveyeldthe top suppliers, representing all commoditisl in manufacture, have been vis
on site to generate assurance of their Y2K readimg§site visits have been completed and allgoppliers will continue to be monitored
throughout the remainder of the year. All signifitaomponent suppliers and operational businegagrarhave also attended conferences
held at the Company's facilities to further devedmyl mutually discuss awareness of potential Y 2kigs.

Service suppliers have been identified and missidital companies have been surveyed worldwideddition, direct contact has been m
with many of the top companies to further deterntivedr Y2K efforts. If any concerns are discoverd, Company will work closely with tl
supplier and pursue resolution, including seekitgraatives, as necessary.

The Company's global operations rely heavily onitifi@structure within the countries in which itefobusiness, particularly in China where
the Company's manufacturing facilities are locatéke other companies operating in foreign coustriack of readiness by power, water and
communication agencies or providers of generahsifucture could pose significant impediments eéoGompany's ability to carry on its
normal operations.

Products

The Company's complete current product line i/fM2K compliant. Although none of the Company'sdqurots contain any integral date-
handling, all current products have been testeddarpliance and Y2K-related testing has been iramated into the quality assurance
procedure for all newly-released products. The Camypnaintains a comprehensive list of its compleducts on its Y2K web page.

Conclusion

Despite the Company's efforts to address the Y2#airhon its systems and operations, the Compangdtdslly identified such impact or
whether it can be resolved without disruption sftitisiness without incurring significant expenseaddition, even if the systems and
operations of the Company are not materially affedty the Y2K issue, the Company could be affetitemligh disruption in the operation of
the enterprises with which the Company interactsaAesult, an interruption of certain normal bas@activities could result, which could
materially and adversely affect the Company's djmers, liquidity and financial condition.

Euro

On January 1, 1999, certain member countries oEthrepean Union established a new common curreheyeuro. Also on January 1, 1999,
the participating countries fixed the rate of exambetween their existing legacy currencies aadttiro. The new euro currency will
eventually replace the legacy currencies currantlyse in each of the participating countries. Buitis and coins will not be issued until
January 1, 2002.

Companies operating within the participating coi@stmay, at their discretion, choose to operatstirer legacy currencies or the euro until
January 1, 2002. The Company expects its affectiesidiaries to continue to operate in their redpedegacy currencies for at least one y
The Company can, however, accommodate transadboesistomers and suppliers operating in eitheadggurrency or euros.

The Company believes that the creation of the ®iiltanot significantly change its market risk withspect to foreign exchange. Having a
common European currency may result in certain gbsmo competitive practices, product pricing arakating strategies. Although we are
unable to quantify these effects, if any, manageraethis time does not believe the creation ofahm will have a material effect on the
Company.
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Potential Fluctuations in Future Operating Results;Seasonality

The Company's operating results in the past hakiedsaignificantly from quarter to quarter and thdlsictuations are expected to continue in
the future. Future quarterly operating results way significantly due to a number of factors, irdihg: the volume and timing of orders
received during the quarter; the maturation of pmdines; the timing of new product introductidnsthe Company and its competitors and
their acceptance by the market; the impact of caitige on the Company's average selling prices@etating expenses; the availability and
pricing of components for the Company's producigentory levels at the Company or in the distribatthannels; changes in laws or
regulations; changes in product or distributionrected mix; price protection charges; product retdrom customers; deferrals of customer
orders in anticipation of new products or otheryidenges in technologies and their acceptanchéynarket; fluctuations in exchange ra
changes in the Company's strategy; changes inmeekdhe performance of the Company's suppliedsthind-party product manufacturers;
the availability of key components; and generahecoic conditions. Many of these factors are beythhedCompany's control. In addition, ¢
to the short product life cycles inherent in then@any's markets, the Company's failure to introche&, competitive products consistently
and in a timely manner would adversely affect rssof operations for one or more product cycles.

The volume and timing of orders received duringiartgr are difficult to forecast. Customers gergm@der on an as-needed basis.
Accordingly, the Company has operated with a reddi small backlog, and net sales in any quartpedd primarily on orders booked and
shipped in that quarter. In spite of the difficulltyforecasting sales in advance of a quarter haddlatively small backlog at any given time,
the Company generally must plan production, ordenmonents and enter into development, sales ankketivay, and other operating
commitments well before each quarter begins. Thigiticularly acute because substantially alhef€ompany's products are manufactured
in Asia, and the Company relies on suppliers wied@eated in many other parts of the world. Consatly, any shortfall in net sales in a
given quarter may negatively impact the Comparegsilts of operations due to an inability to adgxgienses during such quarter. Excess
inventory may negatively impact cash flows and iteswcharges associated with inventory write-offs.

The Company's retail sales are seasonal. Netaaddgpically higher during the Company's thir¢&isquarter, due primarily to the increased
demand for the Company's products during the yedrheliday buying season, and to a lesser extetieifiourth fiscal quarter. Net sales in
the first and second quarters can vary signifigaasl a result of new product introductions and iotaetors.

As a result, the Company believes that quarterdtartgr comparisons of its results of operationsikhoot be relied upon as indications of
future performance. In addition, due to the foregdiactors, it is possible that in some future tprathe Company's operating results may be
below the expectations of public market analystsiamestors. In such event, the price of the ComijsafiDSs and registered shares would
likely be materially and adversely affected. Thex(pany's prospects must be considered in lightefigks, expenses and difficulties
frequently encountered by technology companiesqiaating in rapidly evolving markets. There canrmeassurance that the Company will
be successful in addressing these concerns.

Distribution

The Company sells its products through a domesticigternational network of distributors, resellarsl OEM customers, and the Compa
success is dependent on the continued viabilityfawaghcial stability of its customer base. The OEN&tribution and reseller industries have
been historically characterized by rapid changduiting periods of widespread financial difficutiand consolidations, and the emergence of
alternative distribution channels. The Companyss¢ritiutor and reseller customers generally offedpcts of several different companies,
including products competitive with the Company'sducts. Accordingly, there is a risk that thessriiutors and resellers may give higher
priority, including greater retail shelf spaceproducts of other suppliers, and may reduce thfarts in selling the Company's products. The
loss of one or more of the Company's OEM custontissibutors or major resellers could have a niatedverse effect on the Company's
business, financial condition and results of openat
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Product Return Risks

Like other manufacturers of consumer products@bmpany is exposed to the risk of product retueiteer through the exercise by
customers of contractual return rights or as alre$the Company's assistance in balancing invéggoln addition the Company offers price
protection to its distributors and retailers. Atoan of the Company's net sales may result in exed inventory at its distributors and
resellers. As a result, historical net sales mayerdndicative of future net sales. Overstockigd-bgitech's distributors and retailers may
lead to higher than normal returns. The short peotiie cycles of certain of the Company's produasid the difficulty in predicting future
sales increase the risk that new product introdustiprice reductions or other factors affectirgg¢bmputer industry would result in
significant product returns. Although Logitech leskes that it has provided adequate allowancesréjegted returns, from time to time it has
experienced return levels in excess of its accraradsno assurance can be given that such accrilaewsufficient for actual returns in future
periods. In addition, there can be no assurandethbaccruals for price protection will be suféiot, or that any future price changes will not
have a material adverse effect on the Companyétsesf operations.

Proprietary Rights

The Company's future success depends in part pnapsietary technology, technical kndvew and other intellectual property. The Comg
relies on a combination of patent, trade secrqtyigght, trademark and other intellectual propédatys, and confidentiality procedures and
contractual provisions such as nondisclosure ageatsrand licenses, to protect its intellectual prop

The Company holds various United States patergsther with corresponding patents from other céemtelating to certain of the same
inventions. The Company also has various UniteteStpatent applications pending, together withesponding applications from other
countries relating to certain of the same inverstidbespite these patents and patent applicatioase tan be no assurance that any patent
owned by the Company will not be invalidated, deémeenforceable, circumvented or challenged, tlatights granted thereunder will
provide competitive advantages to the Companyhatrany of the Company's pending or future patppli@ations will be issued with claims
of the scope sought by the Company. In additioeretltan be no assurance that other intellectugkptylaws, or the Company's
confidentiality procedures and contractual provisiowill adequately protect the Company's intellatproperty. There can also be no
assurance that the Company's competitors willma¢pendently develop similar technology, duplitheeCompany's products, or design
around the Company's patents or other intellegit@derty rights. In addition, unauthorized partiegy attempt to copy aspects of the
Company's products or to obtain and use informdtiahthe Company regards as proprietary. Any e$¢hevents could have a material
adverse effect on the Company's business, finaocialition and results of operations. See "Legat@edings."

The Company also relies on certain technologiesitiodtains from others. The Company may findatessary or desirable in the future to
obtain licenses or other rights relating to onenore of its products or to current or future tedbgies. There is no assurance that such
licenses or other rights will be available on comeradly reasonable terms, or at all.

Rapid Technological Change

The market for the Company's products is charasdrby rapidly changing technology and frequent pevduct introductions. The
Company's success will depend to a substantiakdegn its ability to develop and introduce in agiyymanner new products and
enhancements that meet changing customer requitermed emerging industry standards. The developoferdw, technologicallyadvancet
products and enhancements is a complex and uncteriess requiring high levels of innovation adl agthe anticipation of technology a
market trends. There can be no assurance thataitmp&hy will be able to identify, develop, manufaetunarket, sell, or support new
products and enhancements successfully, that nesupts or enhancements will achieve market acceefam that the Company will be able
to respond effectively to technology changes, emgripdustry standards or product announcementohbypetitors. New product
announcements by the Company could cause its cassamdefer purchases of existing products orecdistributors to request price
protection credits or stock rotations. Any of thesents could have a material adverse effect o€trepany's business, financial condition
and results of operations.
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Concentration of Operations in China and Taiwan

Substantially all of the Company's manufacturingragions are located in Suzhou, China and Hsinthiwan. These operations could be
severely impacted by economic or political instiépih China, including instability which may occir connection with a change in
leadership in China, by evolving interpretation amforcement of legal standards, by strains on €@riransportation, communications, tr
and other infrastructures related to the rapid stdalization of an agrarian economy, by conflies)bargoes, increased tensions or escalatior
of hostilities between China and Taiwan, and byeptrade customs and practices that are dissitoildrose in the United States.
Interpretation and enforcement of China's lawsragdlations continues to evolve and the Compangesdifferences in interpretation and
enforcement to continue in the foreseeable fulraddition, the Company's Chinese employees im&uare subject to a number of
government regulations regarding employment prastand customs that are fundamentally differenentain respects from those in the
United States and Europe. The Suzhou facility inagad by several key Taiwanese expatriate emplafabs Company. The loss of such
employees, either voluntarily or because of detation in relations between China and Taiwan, mayeha material adverse effect on the
Company's Suzhou manufacturing operations.

Risks Associated with International Operations

Logitech transacts a substantial portion of itsSress outside the United States. There are caitkis inherent to doing business in
international markets, including tariffs, customaties and other trade barriers, difficulties iafshg and managing foreign operations,
problems in collecting accounts receivable, loraounts receivable payment cycles, political initg, expropriation, nationalization and
other political risks, foreign exchange controésshinology export and import restrictions or protidiois, delays from customs brokers or
government agencies, seasonal reductions in bissawtigity, subjection to multiple taxation reginasd potentially adverse tax
consequences, any of which could adversely imprcsticcess of the Company's international opesatiad, in turn, have a material adverse
effect on the Company's business, financial coowliéind results of operations.

Risk of Margin Declines

The Company's gross margins are affected by a nuailfactors, including the mix between retail @dEM sales, product mix, product
obsolescence, price and cost reductions. The Coyrisiexperienced significant price pressureseérXEM market from PC manufacturers
aggressively targeting low cost PCs, and changpsoduct mix in the retail market toward lower margroducts. As a result, the Company
believes that gross margins will continue to flateu

Intense Competition; Pricing Pressure

The Company's business is characterized by intems@etition, a trend of declining average selliniggs in OEM and performance
enhancements of competing products in retail. Th@any expects that competition will continue taridense and may increase from
current or future competitors. Logitech believest e principal competitive factors include th&gr performance, user-centric design, ease
of use, quality and timeliness of products, as welthe responsiveness, capacity, technical &siliéstablished customer relationships, retail
shelf space, advertising and promotion programs baands of manufacturers.

The Company competes primarily with 3Com, Alps,atiree Technology, Intel, Interact Multimedia, Kemgion/Advanced Gravis, Kodak,
KYE/Mouse Systems, Microsoft, Mitsumi, Philips aRdmax.

Many of the Company's current and potential conbpetihave longer operating histories and signitigagreater financial, technical, sales,
marketing and other resources, as well as greataemecognition and larger customer bases, tha@dahgany. In this regard, Microsoft is
the Company's chief competitor in the market fanpog and gaming devices. Microsoft is also a Ieggroducer of operating systems and
applications with which the Company's pointing gadning devices are designed to operate. As a rafsiit position, Microsoft may be able
to make improvements in the functionality of itdriimg and gaming devices to correspond with ongaiodifications and enhancements to
its operating systems and software applicatiorslirance of the
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Company. In certain instances, this ability mayvjpte Microsoft with significant lead time advantader product development. In addition,
Microsoft may be able to offer pricing advantagedandled hardware and software products that trapgany is not able to offer. In
addition, Microsoft has broadened its keyboard pobaffering, which could cause a slowdown in tr@rpany's growth in this category.
Certain of the Company's competitors may also Ipatents or intellectual property rights which pdosvthem with an advantage. As a result,
these competitors may be able to respond moretie#écto new or emerging technologies and charigesistomer requirements.
Consequently, the Company expects to continue ger@nce increased competition and significantgprézluctions, which could result in
decreased gross margin, loss of market share akafacceptance of the Company's products. Ireteat of significant price competition in
the market for the Company's products, the Companyld be required to decrease costs at least piiopately to any price decreases in
order to maintain its existing margin levels andiddoe at a significant disadvantage compared topetitors with substantially greater
resources, which could more readily withstand aereded period of downward pricing pressure. Tharele no assurance that the Company
will be able to compete successfully in the futorehat competition will not have a material adeeesfect on the Company's business,
financial condition and results of operations.

Reliance on Suppliers

Certain key components used in the manufactureeo€ompany's products, as well as certain prodastssurrently purchased by the
Company from single or limited sources that sp&mah such components or products. At presengleisourced components include certain
of the Company's ASICs, certain other integrateclidis and components, and balls used in certatheo€ompany's trackballs. The Comp
generally does not have long-term agreements vgthimgle or limited sources of supply. Lead tiffezsmaterials and components ordered by
the Company or its contract manufacturers can sapyificantly and depend on factors such as theiBpsupplier, contract terms and
demand for a component at a given time. From tirtarie the Company has experienced supply shoragdfuctuation in component
prices. Shortages or interruptions in the supplgashponents or subcontracted products, or thelityabf the Company to procure these
components or products from alternate sourcescafpdable prices in a timely manner, could have tri@ adverse effect upon the
Company's business, financial condition and regifltsperations.

Dependence on Key Personnel

The Company's success depends to a significanéeegr the continued contributions of the Compamgreagement and other key design,
development, manufacturing, marketing and salesopeiel. The loss of any of such personnel coul@ lzamaterial adverse effect on the
Company's business, financial condition and regiltsperations. Certain of the Company's otherasemianagement and other key personnel
have recently joined the Company. In this regdrd,@Gompany's Chief Financial Officer, Kristen Onkj@ined the Company in February
1999. The Company's success will depend in pasuonessful assimilation of these and other new @yepls. Assimilation and retention of
personnel may be made more difficult by the faat the Company's management and other key persarmdispersed throughout various
locations worldwide, thus requiring the coordinat@f organizations separated by geography andziome and the integration of personnel
with disparate business backgrounds, culturesamgliges. In addition, the Company believes thdtiitire success will depend on its ab
to attract and retain highly skilled manageriagieeering, operations, marketing and sales perspommpetition for whom is intense. There
can be no assurance that the Company will be ssittés attracting and retaining such personnedl #hre failure to attract and retain key
personnel could have a material adverse effech@iCompany's business, financial condition andltestioperations.

Fluctuations in Effective Tax Rates; Potential TaXncreases

The Company operates in multiple jurisdictions @agbrofits are taxed pursuant to the tax lawsuzhsjurisdictions. The Company's effective
tax rate may be affected by changes in or inteaficats of tax laws in any given jurisdiction, wdtion of net operating losses and tax credit
carryforwards, changes in transfer pricing thataotghe recognition of net sales and allocatioaxgfenses in the Company's various
subsidiaries, and changes in management's assdssmesitters such as the realizability of defeti@dassets. The Company regularly
assesses the realizability of deferred tax assetsdbon a number of factors, including the Comgaugst earnings
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history and expected future taxable income overaaytear period. As a result of this process, aatidm allowance is recorded for deferred
tax assets when management believes it is morg likan not that the Company will not realize sdelfierred tax assets. In the past, the
Company has experienced substantial fluctuatiots ieffective income tax rate. The Company's effechcome tax rates in the past three
fiscal years reflect a variety of factors that nmay be present in fiscal 2000. As a result, the Gamy's effective income tax rate is likely to
increase in future periods.

Outcome of Legal Proceedings

There has been substantial litigation in the tetdgyindustry regarding rights to intellectual perfy. The Company is involved from time to
time in disputes with respect to its intellectusdgeerty rights and the intellectual property rigbtothers. Through its U.S. and China
subsidiaries, the Company is currently involvedéweral pending lawsuits with respect to patent tind lesser extent, trade secret
infringement claims by third parties. In this redyathe Company is currently a defendant in a latieublving a claim of patent infringement
regarding the Company's mouse products that islsébe to go to trial later this fiscal year. Then@many believes that all of these pending
lawsuits are without merit and intends to defendisgt them vigorously. There can be no assurarmeever, that the defense of any of these
actions will be successful, or that any judgmentdrisettlement of any of these lawsuits would reotena material adverse impact on the
Company's business, financial condition and resfuliperations.

Pending and future litigation involving the Compamether as plaintiff or defendant, regardlessuitome, may result in significant
diversion of effort by the Company's technical amhagement personnel, result in costly litigat@ayse product shipment delays or require
the Company to enter into royalty or licensing agnents, any of which could have a material adveffeet on the Company's business,
financial condition and results of operations. Eheain be no assurance that such royalty or licgraineements, if required, will be available
on terms acceptable to the Company, or at alldtfit@n, there can be no assurance that the Congafigrts to protect its intellectual
property through litigation will prevent duplicati@f the Company's technology or products.

Other

For discussions identifying other factors that dozduse actual results to differ from those argigid in the forward-looking statements, see
"Description of Business" and "Management's Disiamsand Analysis of Financial Condition and Resoft©perations” in the Company's
Form 20-F for the year ended March 31, 1999. The@my cautions that the foregoing list of risk €astis not exhaustive.
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LOGITECH INTERNATIONAL S.A.
QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKE T RISK
Market Risk

As a global concern, the Company faces exposuaidierse movements in foreign currency exchange eatd interest rates. These expos
may change over time as business practices evolie@uld have a material adverse impact on the @ogig financial results.

Foreign Currency Exchange Rates

Currently, the Company's primary exposures retatgon-dollar denominated sales in Europe and Asianmn-dollar denominated operating
expenses and inventory costs in Europe and Asiagli®as net assets located in these geographiesh& quarter ended June 30, 1999, 42%
of the Company's sales were denominated in nonduirgencies and 26% of the Company's net assetsneeorded in non-U.S. currencies.
For the quarter ended June 30, 1998, 37% of thep@oy's sales were denominated in non-U.S. currefcid 26% of the Company's net
assets were recorded in non-U.S. currencies.

The Company primarily uses the local currencieiésdioreign subsidiaries as the functional currerogcordingly, unrealized foreign
currency gains or losses resulting from the traimsiaof net assets denominated in foreign currentmeghe U.S. dollar are accumulated in the
cumulative translation adjustment component of efaliders' equity. At the present time, the Compdoss not hedge any currency
exposures. The Company estimates that if the lWblfarchad appreciated by an additional 10% as ceetptd the functional currencies used
by foreign subsidiaries, net income for the quarterded June 30, 1999 and 1998 would have beensativanpacted by approximately $1.0
million and $.4 million.

Interest Rates

Changes in interest rates could impact the Compamjicipated interest income on its cash equitslend interest expense on debt. The
Company prepared sensitivity analyses of its ister@te exposures to assess the impact of hypodhetianges in interest rates. Based on the
results of these analyses, a 10% adverse charigieiast rates from the fiscal 1999 and 2000 quaintd rates would not have a material
adverse effect on the Company's results of opemsiticash flows or financial condition for the nggar.
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Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed by the undersigned,
thereunto duly authorized.

Logitech International S.A.
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Presi dent and Chief Executive Oficer
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Chi ef Finance Oficer,
Chi ef Accounting O ficer,
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