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A savior of technology stocks             

..     Event 

TSMC’s 3Q24 earnings beat our forecast thanks to gross margin expansion on a higher 

utilization rate. The company raised full-year sales guidance, as we expected, but gross margin 

guidance was much better than expected. 

Impact 

3Q24 results beat expectations. 3Q24 sales were NT$759.7bn, up 12.8% QoQ and 39% YoY, 

slightly above guidance of 8-12% QoQ growth. Sales were in line with our forecast and slightly 

ahead of consensus. Gross margin of 57.8% surpassed guidance of 53.5-55.5%, as strong AI and 

smartphone demand pushed up the utilization rate more than expected. Operating margin was 

47.5% (vs. 42.5% in 2Q24), thanks to operating leverage and a higher gross margin. Net income 

of NT$325bn (up 31.2% QoQ and 54.2% YoY) beat our forecast and consensus by 6.9% and 

8.8%, respectively. 

4Q24F sales guided to grow 10-13% QoQ. TSMC guides 4Q24F sales of NT$835.2-860.8bn, up 

10-13% QoQ, much better than our forecast of 8% QoQ growth. We attribute the strong 

momentum to: (1) robust AI demand at N4, noting the utilization rate will increase from 85% 

in 3Q24 to 110% in 4Q24F; (2) strong N3 demand from Intel’s (US) Lunar Lake, Apple’s (US) A18 

and mobile SOCs’ N3 migration. TSMC guides 4Q24F gross margin of 57-59% as electricity price 

hikes and N3 margin dilution will be offset by a higher utilization rate. Net-net, the company 

raised 2024F sales guidance from 25% YoY to close to 30% (US dollar terms). We have raised 

2024-25F sales growth to 33.5% and 25% YoY to reflect stronger-than-expected utilization rate 

improvement. 

Upcycle not yet over. TSMC remains positive on AI demand, and believes it is just at the 

beginning of the AI upcycle. It expects AI (GPU, CPU and AI accelerator) sales exposure to triple 

in 2024F and to account for a mid-teens percent of sales. Considering lukewarm non-AI 

recovery and historical patterns (two years of expansion followed by two years of contraction), 

we expect the cycle to peak in 2025F. However, TSMC is still benefiting from ongoing market 

share expansion, particularly on outsource orders from Intel, major clients’ N3 migration and 

strong AI demand. Therefore, we expect the current semiconductor cycle to have less of an 

impact on TSMC’s business than previous cycles. 

Valuation & Action 

To factor in upside from cost reduction and higher sales, we revise up 2024-25F EPS by 5.7% 

and 8.5%, respectively. Thus, we raise our target price to NT$1,450, still based on 25x 2025F 

EPS. We are positive on TSMC as we have yet to see the semiconductor upcycle near its end 

and given limited competition in advanced nodes. Maintain Outperform. 

Risks 

Global macro and geopolitical uncertainties; prolonged inventory correction. 
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