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TSMC boosts US investment               

..     Event 

TSMC intends to expand its US investment to US$165bn to power the future of AI. 

Impact 

Additional US investment of US$100bn. TSMC will increase its US investment by US$100bn 

to build an additional three fabs, two advanced packaging facilities, and one R&D center. 

Together with the existing US$65bn, TSMC’s US investment now totals US$165bn, up 153%. 

The move aims to support its key US clients, including Apple, Nvidia, AMD, Broadcom, and 

Qualcomm. No time table was given in the press release. 

Margin dilution & cash dividend growth limitations are inevitable. The announcement of an 

additional US investment of US$100bn exceeded our expectations. TSMC previously guided 

2025 capex of US$38-42bn, and currently has cash-on-hand of US$76bn and estimated free 

cash flow of about US$26bn in 2024. With a strong balance sheet and healthy cash flow, we 

believe the upside of US investment is achievable. However, margin dilution is inevitable (US 

costs are at least 50% higher than Taiwan costs). Assuming the additional US$100bn is spent 

over four years (i.e. US$25bn additional capex per year), then margin dilution from 

depreciation will be 3.0-3.5% per year. In addition, this might also limit room for future cash 

dividend growth due to increased capital intensity. We estimate capital intensity will rise from 

the current 33-35% to 45-46% in 2026-27. Currently, the three phases of US expansion will 

result in monthly capacity of 70-75k wafers per month by 2030F, which will account for 5.5% 

of TSMC’s current capacity. With investment doubled, US capacity could be close to 10% of 

TSMC’s current capacity by 2030F. 

Valuation & Action 

The additional US investment confirms that the earnings upcycle is nearing its end. Both fading 

growth momentum and concerns about margin dilution will cap share price upside over the 

next few quarters. However, we believe TSMC’s technological leadership remains intact. We 

will review our model when more details are released. We maintain Outperform, but lower 

our target price to NT$1,350, based on 20x 2026F EPS, to reflect 4Q24 results and the potential 

margin dilution from depreciation. We believe the gross margins of TSMC and its major US 

customers, Apple, Nvidia, Broadcom, Qualcomm, and AMD, could be under pressure. From a 

Taiwan stock perspective, no key sectors could benefit as overall demand is unchanged. 

However, the increase in capex will help improve investment sentiment for semiconductor 

equipment-related stocks, though structural cost increases in the supply chain will have a long-

term negative impact on demand. 

Risks 

Global macro and geopolitical uncertainties; prolonged inventory correction. 
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Structural inflation in tech space, particularly for AI chips. Despite potentially being a one-

off event amid geopolitical concerns, greater-than-expected US investment could mitigate 

non-fundamental uncertainties for TSMC. The increase in US investment is a relatively 

positive outcome among all possible scenarios, such as technological expertise transfer to 

Intel (US) or becoming involved in Intel foundry operations. However, we need to closely 

monitor if this is only the beginning of chip production localization in the US. No matter 

what, we believe the move will significantly result in structural inflation in the tech space 

due to higher costs, which will further slow consumption recovery. 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the relevant 

regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in the 

respectively covered stock, issuer and/or new listing applicant. 

Disclaimer 
All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 

any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 

purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 

Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


