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Demand stabilizing; healthy recovery in 2024F      

     Event 
TSMC guides 4Q23F sales to reach US$18.8-19.6bn, implying that 2023F sales will decline 
less than 10% YoY, which is slightly better than the firm’s previous guidance. The firm also 
said that 2023F capex guidance is US$32bn, allaying recent market concerns of a 
downward revision for both sales and capex. In addition, the firm highlighted that end 
demand for smartphones and PCs has stabilized, echoing our view that restocking demand 
has returned, and could continue into 1Q24F. 
Impact 
2023F sales outlook slightly better on stronger N3 demand and FX tailwinds. TSMC 
guides 4Q23F sales of US$18.8-19.6bn (up 11.1% QoQ at midpoint), slightly better than 
our forecast and consensus on stronger N3 demand. The company’s 4Q23F gross margin 
guidance of 51.5-53.5% is in line with our estimate and consensus of a respective 52.0% 
and 52.3%. We thus revise up 4Q23 sales and EPS by 2.1% and 5.2% to NT$613.0bn and 
NT$8.16, 4.3% and 2.2% ahead of consensus, with gross margin of 52.0%, versus 
consensus of 52.3%. 
Solid 2024F sales growth of 26.1% YoY on multiple drivers. As management believes 
inventory will return to a healthy level exiting 4Q23F, we reiterate our view that TSMC will 
capture a meaningful cyclical recovery in 2024F, driven by: (1) smartphone and PC 
restocking demand and end demand recovery; (2) ongoing silicon content growth in both 
HPC and 5G applications for some products, such as MediaTek’s (2454 TT, NT$830, OP) 
Dimensity 7200, 8000, 9000 and 9200, AMD’s (US) Genoa server CPU, as well as Apple’s 
(US) new MacBook, iPad and iPhone models, and (3) market share gains from Samsung 
(KR), as well as outsourcing orders from Intel’s (US) CPUs. The company also noted that 
edge AI development will drive significant silicon content growth, echoing our view that 
growing adoption of AI in both PC and mobile devices will boost TSMC’s wafer revenue. As 
such, we expect TSMC’s 2024F sales and EPS to grow 26.1% and 24.8% YoY to NT$2,710bn 
and NT$39.06, 5.6% and 6.1% ahead of consensus of NT$2,567bn and NT$36.83, 
respectively. 
3Q23 results slightly ahead of our estimates & consensus. 3Q23 gross margin came in at 
54.3%, above our forecast and consensus of respective 53.2% and 52.9%, mainly due to 
stronger N3 demand and forex tailwinds. EPS was NT$8.14, also higher than our estimate 
and consensus of NT$7.24 and NT$7.36, on non-operating income. 
Valuation & Action 
To factor in better-than-expected 3Q23 results and 4Q23F guidance, we slightly adjust 
2023F sales and EPS to NT$2,149bn (down 5.1% YoY) and NT$31.29 (down 20.2% YoY), 
versus consensus of NT$2,112bn and NT$30.27, and maintain our 2024F forecasts largely 
unchanged. We believe that downward earnings revisions have run their course, and 
expect upward earnings revisions in the coming months. Shares are trading at respective 
2023-24F PE of 17x and 14x, versus a five-year average of 16-17x. We keep our target price 
of NT$703 (based on 18x 2024F EPS) unchanged. Maintain Outperform. 
Risks 
Global macro and geopolitical uncertainties; prolonged inventory correction. 
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