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3Q25 preview – AI outlook has turned more promising             

..      Event 

TSMC will host its 3Q25 earnings call on October 16. Due to NT-dollar depreciation, we expect 
TSMC to beat both NT-dollar sales and gross margin guidance. 

Impact 

3Q25F results to beat guidance due to FX. We expect TSMC to post 3Q25 sales of NT$999bn, 
up 7% QoQ, versus guidance of a 1.2% decline to 2.5% growth QoQ in NT-dollar terms, or 5.7-
9.7% QoQ growth in US-dollar terms, thanks to NT-dollar depreciation. We forecast gross 
margin of 58%, above guidance of 55.5-57.5%, also due to NT-dollar depreciation QTD. We 
expect guidance of flat 4Q25 sales, and we continue to forecast 2025 sales growth of 36.7% 
YoY in US-dollar terms, but we now estimate sales growth in NT-dollar terms of 30.0% YoY. 
We still expect a slowdown in YoY sales growth in 4Q25, but the downtrend will likely bottom 
in 2Q26. With N2 ramp-up, we expect YoY growth to regain momentum in 2H26. 

Revise up 2026 CoWoS estimates due to strong AI demand. In the past few weeks, we have 
seen multiple mega AI deals (both rentals and investment), such as between Nvidia (US), 
OpenAI (US), and Oracle (US), as well as CoreWeave (US) and Meta (US). The promising 
outlook also reflects key AI chipmakers’ plans for 2026. We revise up our CoWoS monthly 
capacity forecast for TSMC from 95kwpm to 110kwpm by end-2026, with major demand 
upside from both Nvidia and Broadcom (US). We revise up our Nvidia CoWoS wafer demand 
forecast by 20% from 495k to 600k wafers, and Broadcom from 140-145k to 180k wafers. 
Amazon Web Services (AWS; US) suppliers Annapurna Labs (US) and Alchip Technologies 
(3661 TT, NT$3,395, OP) remain aggressive, but our forecasts are unchanged. In addition, we 
remain positive on strong N2 ramp-up from 1Q26 and forecast it will account for 14% of 
TSMC’s 2026 sales, versus N3 only accounting for 6% of sales in its first year. We estimate 
TSMC capex of US$46.9bn in 2026, up 8.7% YoY, mainly driven by accelerated US expansion 
and N2 ramp-up. 

Early 2027 outlook implies continued strength. Looking into 2027, we expect the CoWoS 
shortage to become severe if all of TSMC’s clients maintain their current demand levels. As for 
CSPs, we still expect both Google (US) and AWS to be key ASIC players, and OpenAI, Meta, and 
Microsoft (US) will all post strong growth due to low bases. However, we have yet to see strong 
signs of rising CoWoS demand from MediaTek (2454 TT, NT$1,285, OP), which lowers our 
confidence in its AI ASIC contribution even into 2027. The results of MediaTek’s demand won’t 
be finalized until November, so significant uncertainty remains. In general, we expect to see 
strong N2 and CoWoS demand in 2027, and new packaging technologies will also start to make 
meaningful contribution, such as WMCM, SoIC, and early-stage CoPoS. We expect TSMC to 
maintain at least 20% YoY sales growth in both 2026 and 2027. 

Valuation & Action 

We raise our 2025-26 EPS forecasts by a respective 4.2% and 10.9% to NT$62.48 and 
NT$74.96, mainly due to: (1) our previous aggressive NT-dollar appreciation assumptions; and 
(2) CoWoS demand upside. We therefore maintain Outperform and revise up our target price 
by 11% to NT$1,500, based on 20x 2026F EPS (upcycle average). 

Risks 

Global economic uncertainties; upside on higher-than-expected price hikes in 2026. 
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