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Management echoes our view of healthy 2024F recovery             

..     Event 

TSMC believes that inventory has returned to a healthier level, and the business has bottomed 

out. Furthermore, TSMC guides the global semiconductor industry, excluding memory, will 

grow more than 10% YoY in 2024F, and expects the global foundry industry to grow around 
20% YoY in 2024F, higher than our forecast of low- to mid-teens global foundry industry growth 

in 2024. 

Impact 

The firm affirms our view of the outlook for 2024F.  TSMC guides the global semiconductor 

industry, excluding memory, will grow more than 10% YoY in 2024F, and expects the global 

foundry industry to grow around 20% YoY in 2024F, higher than our forecast of low - to mid-

teens global foundry industry growth in 2024. Furthe rmore, the firm also guides 2024 sales to 

grow by low- to mid-20s percent YoY, outperforming the global semiconductor and foundry 
industries, which echoes our view that TSMC’s sales growth will outpace the overall foundry 

sector by several percentage points in 2024F. The firm’s 2024 capex guidance of US$28bn to 

US$32bn is also in line with our forecast of US$28-30bn and consensus. In addition, TSMC thinks 

that current CoWoS capacity is still insufficient, even though the firm will double its CoWoS 
capacity in 2024F, and the firm expects to continue expanding its CoWoS capacity in 2025F.  

1Q24F gross margin guidance higher than consensus.  TSMC guides 1Q24 sales of NT$559.8bn 

to NT$584.7bn, a decline of 8.5% QoQ at the mid-point, based on a NT$/US$ exchange rate 

assumption of NT$31.1 per US$1, largely in line with consensus of NT$574.3bn, but slightly 

missing our previous forecast of NT$585.3bn, which we attribute to typical smartphone 

seasonality and a less favorable forex environment, despite strong high perfo rmance 
computing (HPC) demand. The firm’s 1Q24F gross margin guidance of 52.0 -54.0%, flattish QoQ 

at the mid-point, is higher than our previous forecast of 50.9% and consensus of 51.4%, as one -

off costs associated with tool conversion from N5 to N3 will be  recognized in 2H24F. 

Strong N3 ramp-up to contribute 14-16% of sales in 2024F. TSMC expects N3 sales to grow 

more than triple in 2024F, to a sales weighting of 14-16%, which echoes our view that 2024 N3 

wafer shipments will be 3-4x the 2023 total. However, the firm also highlighted that a strong 
N3 ramp-up will dilute gross margin by around 3-4ppts in 2H24F, along with 2H24 recognition 

of one-off costs associated with tool conversion, which is expected to dilute gross margin by 

around 1-2ppts. These factors imply limited upside for 2H24F gross margin, which will likely be 

slightly lower HoH. However, TSMC reiterates that the firm’s long-term gross margin target of 
53% and higher is achievable. 

Valuation & Action 

We keep our 2024 forecasts largely unchanged, and maintain our target price of NT$688, based 

on 18x 2024F EPS. Shares are trading at 2024F PE of 15x, which we consider to be very 
attractive. We reiterate Outperform and recommend investors accumulate shares.  

Risks 

Global macro and geopolitical uncertainties; prolonged inventory correction. 
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