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Further upside for CoWoS capacity expansion             

..      Event 

As demand for AI chips is growing faster than capacity expansion, we believe TSMC will alter 
its capacity expansion plans to fulfill clients’ demand as much as possible. 

Impact 

We revise up CoWoS capacity forecast to 170kwpm by end-2027F. While AI-related demand 
growth is advancing at an exponential rate, TSMC’s capacity expansion is lagging far behind, 
meaning that despite its best efforts, it cannot fulfill client demand. Land, trained personnel, 
cleanroom and facilities construction are all supply constraints. According to our checks, TSMC 
is likely to alter the planning stage of AP7 fab phase 2, which was originally planned for SoIC 
capacity expansion. It is now likely to partially shift production to CoWoS. We revise up CoWoS 
capacity expansion by end-2027F from 155k wafers per month (wpm) to 170kwpm. However, 
as expansion will mainly happen in 2H27F, we estimate additional revenue contribution at just 
around 1% next year. 

More capacity likely for Nvidia, Broadcom & MediaTek in 2027F. Our client breakdown 
forecast is based on TSMC’s supply capability rather than customers’ demand, as demand far 
outstrips supply. Based on our revisions, Nvidia (US) and Broadcom (US) could each be allotted 
greater CoWoS supply of an additional 100k in 2027F, driven by strong demand for GPU and 
TPU. MediaTek (2454 TT, NT$1,665, OP) may also see increased capacity allotted, though less 
than for Nvidia and Broadcom as CoWoS-S supply is still under constraint (most of TSMC’s 
expansion is in CoWoS-L). 

We revise down Rubin-series allocation in 2026F due to HBM4 supply constraints. As the 
upside of TSMC’s CoWoS capacity expansion will mainly occur in 2027F, we have not revised 
our CoWoS client allocation forecasts much for 2026F. However, for Nvidia, due to supply 
constraints of HBM4, we now estimate Rubin-series CoWoS shipments will be below 50% 
allocation this year, versus over 50% previously. We attribute this to the performance of 
Hynix’s (KR) HBM4 (Hynix being the primary HBM supplier) being slightly below Nvidia’s latest 
standard and that of its competitor, and that redesign issues of its HBM4 base die could delay 
HBM4 shipments by about three months. 

Valuation & Action 

Despite our lowered 2026F Rubin-series allocation forecast for Nvidia, our positive view of the 
company has not changed, and we even see upside for 2027F as TSMC may increase supply. 
Due to CoWoS capacity forecast revisions, we raise our target price on TSMC to NT$2,420, still 
based on 20x 2027F EPS (upcycle average). Maintain Outperform. 

Risks 

Global economic uncertainties; oversupply amid aggressive capacity expansion. 
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