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Strong long-term outlook; upside to 2025 guidance               

..     Event 

TSMC’s 4Q24 operating profit was slightly ahead of the company’s guidance and our estimate. 

Guidance of strong sales and AI sales growth over the next five years, and 2025F capex of 

US$38-42bn, up by 26-40% YoY, are upside surprises. 

Impact 

4Q24 margins beat expectations. 4Q24 sales were NT$868.5bn, up 14.3% QoQ and 38.8% YoY, 

above guidance of 10-13% QoQ growth, thanks to robust N3 (smartphone) and N4/ 5 (AI) 

demand. Gross margin of 59.0% beat our forecast of 58.9%, and reached the higher end of 

guidance, thanks to a higher UTR and NT-dollar depreciation, partially offsetting N3 dilution. 

EPS of NT$14.45, up 15.2% QoQ and 57.0% YoY, was slightly below our forecast due to a higher-

than-expected tax rate. 

Guidance for 1Q25F sales decline of 2.5-5.5% QoQ. TSMC guides 1Q25F sales of NT$820-

846bn, a decline of only 2.5-5.5% QoQ, much less than the typical seasonal decline of 5-6% 

QoQ, but below our forecast for flat (±2%) sales QoQ. We believe the company is reserving 

some room to over-achieve guidance, but we slightly adjust down our forecast to a decline of 

2% QoQ. For 2025, TSMC guides sales to grow by nearly 25% YoY, compared to industry growth 

of only 10% YoY, with capex of US$38-42bn, up 26-40% YoY, higher than our forecast of 

US$36bn. It also guides a 2024-29F sales growth CAGR of 20% and an AI sales CAGR in the mid-

forties over the same period, despite a high base in 2024. Higher 2025 capex and a strong long-

term growth outlook point to TSMC’s confidence regarding sales growth, though we see upside 

to the firm’s 1Q25 and 2025 sales guidance, as we believe it has the ability to over-achieve 

guidance. 

Risks posed by US export controls are manageable; confident on AI demand growth. TSMC 

believes US restrictions will be limited to AI-related products, and the impact on non-AI Chinese 

smartphone and crypto clients will be minimal. The firm may also help to apply for special 

approval for non-AI products. In addition, TSMC foresees strong AI demand and clarified 

rumored order cuts from Nvidia (US) and AWS (US), saying it sees upside to AI demand, rather 

than order cuts. 

Valuation & Action 

TSMC’s bullish long-term outlook is underpinned by technological leadership and strong AI 

demand. Despite potential upside to 1Q25F and 2025F guidance, we believe YoY sales growth 

will peak in 1Q25F. We fine-tune our 2025-26 forecasts to reflect 4Q24 results and 1Q25 

guidance, with an unchanged target price of NT$1,450, based on 20x 2026F EPS (upcycle 

average). We maintain Outperform on TSMC’s strong technological leadership. 

Risks 

Global macro and geopolitical uncertainties; prolonged inventory corrections. 
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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. 
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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 
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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 
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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 
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