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Expectations exceeded once again in 2Q25              

..      Event 

TSMC announced 2Q25 results today, including a mild gross margin contraction amid strong 
NT dollar appreciation. Though the major difference between results and our forecast was due 
to forex rates, operating expense reductions in the quarter were impressive. 

Impact 

2Q25 margins strong beat. 2Q25 gross margin was 58.6%, down only 0.2ppts QoQ, and 
1.3ppts ahead of our forecast. Forex changes were the main factor, with our forecast 
assuming an exchange rate of NT$30/US$, versus TSMC’s result of NT$31.05/US$. TSMC 
guides that each 1% of NT$ appreciation will negatively impact gross margin by 0.4ppts. 
Therefore the negative forex impact on gross margin was 1.8ppts in 2Q25. However, a strong 
utilization rate as well as cost reductions offset this impact. In addition, 2Q25 operating margin 
was higher than in 1Q25, mostly due to higher operating leverage, but expense controls were 
impressive. As a result, 2Q25 EPS came in at NT$15.36, 7% higher than our forecast. 

3Q25F guidance slightly better than expected & 2025F US$ sales guidance raised. 
Management guides 3Q25F sales of US$31.8–33.0bn, up 6-10% QoQ, slightly higher than our 
forecast of 5% QoQ growth, driven by continued strength in AI and HPC demand. TSMC raises 
full-year 2025 US$ sales guidance to 30% YoY growth, versus our previous forecast of 31%. 
However, due to a slightly better 3Q25F outlook, we revise up our 2025 USD sales growth 
forecast to 35% YoY. Either way implies that 4Q25F might be a down quarter, and we expect 
a NTD sales decline of 2.6% QoQ. TSMC explained that 2H25 guidance takes macroeconomic 
and tariff uncertainties into account. 2025F capex guidance is maintained at US$38-42bn. 

US expansion ahead of schedule; N2 outlook is promising. TSMC didn’t provide a timeline for 
overseas expansions, and emphasized that expansion will depend on clients’ demand, rather 
than maximizing investment tax credits. However, TSMC also foresees strong N3 demand, and 
plans to speed up N3 production at their Arizona fab 2. We believe higher tax credits will 
mitigate the cost pressure of overseas expansion, being amortized over multiple years, instead 
of a one-off benefit. AI demand remains robust, and the outlook has improved since last 
quarter. N2 demand is strong, but sales will be limited by capacity in 2026F. Currently we 
forecast N2 sales to account for 14% of 2026 sales, which is higher than the first year of N3 
production, at 6% of 2023 sales. 

Valuation & Action 

We still expect YoY sales growth to fade rapidly in 2H25F, capping the share price rally, due to 
a high base and client pull-in demand in 1H25. However, TSMC’s strong margins performance 
eases our concerns about forex impacts and various uncertainties, and we raise our target PE 
multiple to 20x 2026F EPS, at one standard deviation above the mean. Our target price is 
raised to NT$1350, due to upward earnings revisions and a higher PE multiple. Maintain 
Outperform. 

Risks 

Global economic and tariff uncertainties; potential risk of an Intel (US) investment. 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

TSMC (2330.TW/2330 TT) 



      

  

18 July 2025   2  

Taiwan  TSMC  

 

 
  

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 



      

  

18 July 2025   3  

Taiwan  TSMC  

 

 

 

 

 

 

    



      

  

18 July 2025   4  

Taiwan  TSMC  

                 

 



      

  

18 July 2025   5  

Taiwan  TSMC  

   

  



      

  

18 July 2025   6  

Taiwan  TSMC  

     



      

  

18 July 2025   7  

Taiwan  TSMC  

    

 

 

 

 

 

 

   



      

  

18 July 2025   8  

Taiwan  TSMC  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



      

  

18 July 2025   9  

Taiwan  TSMC  

 

 

 

 

 

 

 

 

 

All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant 
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