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How far can TSMC expand CoWoS capacity?             

..     Event 

On August 15, TSMC announced it will buy Innolux’s 5.5G fab in Tainan, Taiwan for NT$17.1bn. 
We believe the move is motivated by CoWoS capacity expansion in the short-term and potential 
of FOPLP in the long-term. In this report, we provide an update on the latest CoWoS status and 
our estimate for how much TSMC can expand CoWoS capacity by as of end-2026. 

Impact 

Bottlenecks for further capacity expansion in 2025-26 have been removed. Based on our 
understanding, the bottlenecks for CoWoS supply is the lead time for equipment, as well as the 
land and space required for capacity expansion. Currently, TSMC’s CoWoS capacity expansion 
has mainly been at advanced packaging AP6 in Zhunan, Taiwan, and expansion at AP5 in 
Taichung, Taiwan will take place in 4Q24. Construction at AP7 phase 1 in Chaiyi, Taiwan is 
expected to be completed in 2026, with production commencing in late 2027 and 2028. Thus, 
the move to acquire Innolux’s (3481 TT, NT$14.55, N) 5.5G fab will speed up TSMC’s CoWoS 
capacity expansion plan to meet strong AI demand, particularly from NVIDIA (US), and will 
provide a backup in case of delay of AP7 phase 1 due to discovery of a buried historical site, 
which is likely to be resolved soon. By our estimate, Innolux’s 5.5G fab could accommodate up 
to an additional 30kwpm of CoW capacity. 

We revise up CoWoS capacity from 60-62kwpm to 70kwpm by end-2025F. According to our 
channel check, we revise up TSMC’s CoWoS capacity estimate to 70kwpm by end-2025. The 
additional 10kwpm of CoW capacity (oS will be outsourced) in 4Q25 accounts for 0.3% of our 
2025 sales forecast and 1.0-1.3% of our 2026 forecast. Primarily, those will be mainly CoW-S 
instead of CoW-L, due to changes in NVIDIA’s roadmap (for B200A, single GPU version of 
Blackwell). We do not yet know the full picture for CoWoS expansion in 2026, but Innolux’s fab 
will likely contribute another 3.0-3.5% to TSMC revenue at most. Based on our calculations, we 
forecast every 10kwpm of CoWoS capacity will contribute 1.0-1.2% of TSMC sales, depending 
on the pricing and respective weightings of CoW-S and CoW-L 

Upside at TSMC = downside at non-TSMC CoWoS supply chain. ASE (3711 TT, NT$152.5, NR) 
is a major oS partner for TSMC’s CoWoS production, but the market believes it might add 
10kwpm of CoW capacity in 2H25. However, with the CoWoS bottleneck at TSMC having been 
removed, we believe it is unlikely that TSMC will outsource CoW due to higher margins from 
internal production. Due to a lack of CoWoS-L capabilities and low-yield for CoWoS-S, non-
TSMC suppliers might see some downside to business from NVIDIA as TSMC’ s order 
fulfillment rate might improve. We now forecast respective TSMC monthly CoWoS capacity of 
34kwpm, 70kwpm, and 110-120kwpm (previously 34kwpm, 60kwpm, and 85-90kwpm) in 
2024-26. 

Valuation & Action 

To factor in the upside of CoWoS capacity expansion, we slightly revise up our 2025 EPS forecast 
by 0.3% to NT$51.73, versus consensus of NT$53.37, with more upside in 2026. We maintain 
Outperform and our target price of NT$1,290, based on 25x 2025F EPS. We recommend 
investors maintain positions in the industry leader. 

Risks 

Global macro and geopolitical uncertainties; prolonged inventory correction. 
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