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Forecasts and Valuation  

 FY Dec (NT$m)  2019A 2020A 2021F 2022F 

Revenue 1,069,98

5 

1,339,25

5 

1,585,69

1 

1,914,72

2 EBITDA 663,791 909,565 1,051,77

3 

1,244,14

6 Pre-tax Profit 389,845 584,777 662,780 782,887 
Net Profit 345,264 517,885 596,171 704,207 
Net Pft (Pre Ex.) 345,264 517,885 596,171 704,207 
EPS (NT cts) 1,332 1,997 2,299 2,716 
EPS Pre Ex. (NT cts) 1,332 1,997 2,299 2,716 
EPS Gth (%) (2) 50 15 18 
EPS Gth Pre Ex (%) (2) 50 15 18 
Diluted EPS (NT cts) 1,332 1,997 2,299 2,716 
Net DPS (NT cts) 950 1,000 1,035 1,086 
BV Per Share (NT cts) 6,253 7,133 8,364 10,001 
PE (X) 45.9 30.6 26.6 22.5 
PE Pre Ex. (X) 45.9 30.6 26.6 22.5 
P/Cash Flow (X) 25.8 19.3 15.8 13.9 
EV/EBITDA (X) 23.3 17.0 14.9 12.7 
Net Div Yield (%) 1.6 1.6 1.7 1.8 
P/Book Value (X) 9.8 8.6 7.3 6.1 
Net Debt/Equity (X) CASH CASH CASH 0.0 
ROAE (%) 20.9 29.8 29.7 29.6 
     
Consensus EPS (NT cts):   2,279 2,737 
Other Broker Recs:  B: 34 S: 0 H: 4 
 
GIC Industry : Information Technology 
GIC Sector: Semiconductors & Semiconductor Equipment 
Principal Business: World largest foundry that engages in the 
manufacturing of the most advanced chips 

Source of all data on this page: Company, DBS Bank, Bloomberg Finance 

L.P. 

 

At A Glance  
Issued Capital (m shrs) 25,930 

Mkt. Cap (NT$m/US$m) 15,843,462 / 570,894 

Major Shareholders (%)  

National Development Fund 6.4      

Blackrock 5.0      

Free Float (%) 88.6      

3m Avg. Daily Val (US$m) 598.8 
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Regional Company Focus 

Taiwan Semiconductor Manufacturing Company 

Bloomberg: 2330 TT / UMC US| Reuters: 2330.TW /TSM.N Refer to important disclosures at the end of this report 

Staying on the cutting edge  
• World’s largest foundry with 53% market share 

• Wide economic moat – leadership in cutting-edge chips 

to stay, propelling steady long-term growth 

• Impressive 3-year CAGR of 15% and ROE of ~30%; 

decent dividend yield of 2% 

• Initiate coverage with BUY; TP NT$710 / US$140 

World’s largest foundry with leading-edge technology. Taiwan 

Semiconductor Manufacturing Company (TSMC), the linchpin of the 

semiconductor industry, commands 53% of foundry market share 

and produces the most advanced chips in the world. It is one of the 

best proxies to ride the semiconductor secular uptrend. 

Wide economic moat. TSMC has been at the forefront in providing 

next-generation, leading-edge process technologies. The gap with 

the next player in the race looks set to widen as it accelerates R&D 

expenses and capex in the next few years. The high technological 

barrier sustains TSMC’s leadership, sharpens its cost 

competitiveness, enhances return to investors and better weather 

industry cyclicality.   

Stellar growth; strong pricing power. Earnings are projected to 

grow 15% p.a. in 2020-2023F, driven by capacity and margin 

expansion on the back of favourable industry trends - global supply 

shortages, rapid growth of AI, 5G, IoT and EV, and increase in 

Integrated Device Manufacturers’ (IDMs) outsourcing, as well as 

commercialisation of advanced nodes at higher margins.  

 

Valuation: 

We derive a fair value of NT$710  and US$140 (10% ADR 

premium) for TSMC based on 2SD above mean of 26x FY22F PE. 

This translates into 7.1x P/BV (1.5SD above mean), which is fair 

against its ~30% ROE. It also offers a decent dividend yield of ~2%.  

 

Key Risks to Our View: 

Change in industry dynamics, loss of competitive advantage.  

Global consumer demand, utilisation and ASP trends head south; 

loss of its leadership in cutting-edge chips; geopolitical risks – 

US/China and China/Taiwan tensions. 
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Company Focus 

Taiwan Semiconductor Manufacturing Company  

Investment Summary 
 

World’s largest and most advanced foundry. Founded in 

1987, TSMC now commands over 50% of foundry market 

share, operating 12 fabrication plants in Taiwan, China and 

US with an estimated total maximum annual capacity of 

13m 12-inch equivalent wafers. It produces world’s most 

advanced chips with 52% of revenue derived from 

advanced nodes <7nm. In terms of applications, 44% of 

revenue comes from smartphones and 37% from High 

Performance Computing (HPC). Apple is its largest 

customer, accounting for over 20% of sales in FY2020.  

 

Earnings CAGR of 15% in 2020-2023. We project TSMC’s 

revenue to grow at 3-year CAGR of 16% on the back of 4-

8% capacity expansion and 8-15% ASP increase, partly due 

to better pricing power and revenue mix towards more 

advanced chips, more than offsetting potential price 

moderation for the more mature nodes. There might be 

upside potential to our gross margin assumption of 51-

52% as management recently revises up its long-term 

gross margin guidance from ~50% to above 50% during 

3Q21 results briefing.  

 

Underpinned by promising semiconductor growth. 

According to World Semiconductors Trade Statistics 

(WSTS), the semiconductor market is expected to register 

25.1% y-o-y growth in 2021 to US$551bn, following 6.8% 

growth in 2020. For 2022, the market is projected to grow 

by 10.1% to US$606bn. We expect to see a slight drop in 

revenue in 2023 before resumption of the growth trend. 

Overall, total semiconductor market is expected to grow at 

a CAGR of 7.4% from 2020-2025, based on Gartner 

forecasts. 

 

Strong operating cash flows to fund capex. Based on our 

projections, TSMC’s EBIT and net profit are expected to 

both grow at ~15% CAGR to NT$865bn and NT$782bn 

respectively from FY20- FY23. We expect this to generate 

NT$1.0-1.3tr operating cash flow during the period, 

sufficient to fund its accelerated capex of NT$900bn to 

NT$1.1tr (~US$30-40bn pa).  As of Sep 2021, TSMC 

remained in a net cash position with cash on hand 

amounting to NT$854bn. 

TSMC’s dominance of the cutting edge to stay for years to 

come. We believe TSCM’s wide economic moat stemming 

from technological leadership is sustainable. It is so far 

ahead in the high-end market race, there is not much 

competition at all in this segment. Currently, TSMC and its 

South Korean rival Samsung are the only foundries capable 

of manufacturing the most advanced 5nm chips. TSMC is 

already gearing up for the next-generation 3nm, that will 

start mass-production from 2H2022 and potentially 2nm 

by 2025. This will further widen the foundry technology gap 

between TSMC and Samsung, which will only start 

producing its 3nm Gate All Around FET (GAAFET) nodes in 

2024. 

 

Valuation premium for leadership and superior growth 

potential and returns. TSMC is currently trading at 22x 

FY22F PE and 6.0x FY22 P/BV, 0.5SD above its historical 

mean. While TSMC is trading at a premium to peers’ 

average valuation of 17.4x FY22F PE and 3x FY22 P/BV, this 

is justifiable given its superior return of ~30% ROE vs peers’ 

20%, as well as its industry leadership position. We believe 

the preference towards industry leaders like TSMC will 

continue as chip shortage rebalances towards 2022 while 

they tend to better weather industry cyclicality and 

leverage on industry secular uptrend in the longer run.  

 

Hence, we initiate coverage with BUY rating and TP of 

NT$710, and US$140 (10% ADR premium) based on 26x 

FY22 PE, in line with 2SD above mean of 26x FY22F PE. This 

translates into 7.1x P/BV (1.5SD above mean), which is fair 

against its ~30% ROE. It also offers a decent dividend yield 

of ~2%. 

 

Key risks: 1) Deterioration of COVID pandemic that leads to 

a downturn in global consumer demand; 2) Weakening of 

USD which, every 1% USD depreciation could potentially 

reduce gross margin by 0.4ppt; 3) Escalation of China-US 

and China-Taiwan tensions that could affect global 

economic and operations of TSMC; and 4) Loss of its 

leadership in cutting-edge chips. 
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Company Focus 

Taiwan Semiconductor Manufacturing Company  

Valuation & Peer Comparison 
 

Premium for superior growth potential and returns. 
TSMC is currently trading at 22x FY22F PE and 6.0x FY22 
P/BV, 0.5SD above its historical mean. While TSMC is 
trading at a premium to peers’ average valuation of 17.4x 
FY22F PE and 3x FY22 P/BV, this is justifiable given its 
superior return of ~30% ROE vs peers’ 20%, as well as its 
industry leadership position. 
 
We believe the preference towards industry leaders like 
TSMC will continue as chip shortage rebalances towards 
2022 while they tend to better weather industry cyclicality 
and leverage on industry secular uptrend in the longer 
run.  
 
Hence, we initiate coverage with BUY rating and TP of 
NT$710, and US$140 (10% ADR premium), based on 26x 
FY22 PE, in line with 2SD above mean of 26x FY22F PE. 
This translates into 7.1x P/BV (1.5SD above mean), which 
is fair against its ~30% ROE. It also offers a decent 
dividend yield of ~2%. 
 
TSMC is so far ahead in the high-end market race, there 
is not much competition at all in this segment. Currently, 
TSMC and its South Korean rival Samsung  

are the only foundries capable of manufacturing the  
most advanced 5nm chips. TSMC is already gearing up  
for the next-generation 3nm, that will start production 
in 2H22 and potentially 2nm by 2025. This will further 
widen the foundry technology gap between TSMC and 
Samsung, which will only start producing its 3nm Gate 
All Around FET (GAAFET) nodes in 2024. 
 
High liquidity. Currently, there is 89.62% of free float on 
TSMC shares. They are highly traded with an average 
daily trading value of NT$23.3bn (approximately 
US$840m) or 0.2% of its market cap on Taiwan Stock 
Exchange (TWSE).  
 
In terms of ADRs, it accounts for c.20% of TSMC’s share 
cap. Daily trading value is ~US$1.1bn or approx. 0.9% 
of its market cap on New York Stock Exchange (NYSE).  

Risk Assessment: Moderate 

Category Risk Rating Wgt Wgtd Score 

1 (Low) - 3 (High) 

Earnings 1 40% 0.4 

Financials 2 20% 0.4 

Shareholdings 2 40% 0.8 

Overall    1.6 

 

Returns on Invested Capital, Assets and Equity 

(Trailing 12M)  

 P/BV comparison (FY21F) 

 

 

 
Source: Company, Bloomberg Finance L.P., DBS Bank 

 

1-year forward PE chart   1-year forward P/BV chart 

 

 

 
 
 
 
 
 
 
 
 

Source: Company, Bloomberg Finance L.P., DBS Bank 
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Company Focus 

Taiwan Semiconductor Manufacturing Company  

Peer comparison 

  Market cap  P/E ratio (x) EV-to-EBITDA (x) P/BV (x) Core ROE (%) Dividend Yield 

Company  (US$m) CY20 CY21F CY22F CY20 CY21F CY22F CY20 CY21F CY22F CY20 CY21F CY22F CY21F 

Foundry   33.3x 20.1x 17.4x 15.2x 10.5x 8.8x 3.5x 3.5x 3.0x 13.5% 22.8% 21.8% 2.0% 

TSMC 560,929 26.5x 26.4x 22.0x 14.8x 14.3x 11.7x 7.4x 7.2x 6.2x 29.8% 29.0% 29.7% 1.8% 

UMC 27,901 19.5x 14.3x 12.1x 7.9x 7.6x 6.5x 2.5x 3.0x 2.6x 13.2% 21.4% 21.7% 3.6% 

POWERCHIP SEMICO 8,675 40.7x 15.2x 12.7x 15.3x 9.2x 7.5x 4.7x 4.3x 3.4x 12.1% 39.0% 32.8% 2.1% 

VANGUARD INTL 8,864 30.1x 21.3x 17.0x 16.6x 13.2x 10.4x 6.4x 7.0x 6.1x 21.3% 35.8% 37.0% 3.2% 

NANYA TECH 7,523 34.6x 9.4x 11.2x 9.5x 3.4x 3.7x 1.7x 1.2x 1.2x 5.0% 13.7% 10.6% 3.6% 

SMIC 34,600 27.1x 17.0x 21.9x 22.5x 12.9x 12.9x 1.4x 1.3x 1.3x 6.7% 8% 6% 0.0% 

HUA HONG SEMI 7,489 73.7x 42.0x 31.8x 36.7x 18.7x 14.0x 2.9x 2.7x 2.4x 4.2% 6% 7% 0.9% 

TOWER SEMICONDCT 3,893 34.1x 25.4x 20.1x 7.4x na na 1.9x 2.5x 2.2x 5.9% nm nm nm 

DB HITEK CO LTD 2,196 13.3x 9.9x 7.4x 6.2x 5.0x 3.9x 2.8x 2.6x 1.9x 23.0% 29% 30% 0.6% 

IDM  22.4x 15.9x 14.8x 11.2x 11.0x 9.7x 3.8x 3.7x 3.3x 16.9% 22.6% 20.4% 1.8% 

SAMSUNG ELECTRON 356,985 21.1x 11.9x 10.8x 5.8x 3.8x 3.5x 1.8x 1.6x 1.4x 8.8% 14.0% 13.6% 2.0% 

SK HYNIX INC 66,287 17.0x 8.1x 7.4x 6.0x 3.7x 3.2x 1.6x 1.3x 1.1x 9.5% 16.9% 15.7% 1.3% 

INTEL CORP 209,918 na 9.8x 14.1x na 6.5x 7.0x na 2.2x 2.1x nm 26.2% 18.9% 2.7% 

TEXAS INSTRUMENT 179,183 28.7x 24.3x 23.6x 21.8x 18.5x 17.9x 16.4x 14.9x 13.1x 61.5% 70.1% 58.7% 2.2% 

MICRON TECH 81,906 13.3x 12.2x 8.2x 6.3x 5.8x 4.5x 1.9x 1.9x 1.6x 14.1% 16.5% 18.5% 0.0% 

ANALOG DEVICES 98,706 na 28.5x 25.2x na 29.4x 21.7x na 5.7x 4.7x nm 20.3% 19.8% 1.5% 

MICROCHIP TECH 47,303 65.7x 19.4x 17.8x 23.1x 17.6x 16.0x 8.0x 7.7x 6.7x 6.4% 40.6% 36.4% 1.1% 

SONY GROUP CORP 155,836 12.2x 23.3x 20.3x 8.5x 9.2x 8.2x 2.6x 2.6x 2.3x 24.2% 12.1% 12.2% 0.4% 

HITACHI LTD 60,839 9.6x 11.5x 12.7x 5.5x 7.8x 7.1x 1.4x 1.7x 1.6x 15.0% 15.9% 12.9% 1.6% 

MITSUBISHI CORP 45,096 26.8x 7.3x 7.8x 20.2x 10.4x 10.2x 0.8x 0.8x 0.8x 3.2% 12.1% 10.3% 4.3% 

FUJITSU LTD 37,826 15.8x 19.5x 17.2x 7.0x 10.2x 9.7x 2.2x 2.6x 2.3x 15.1% 13.8% 14.1% 1.1% 

TOSHIBA CORP 19,035 13.9x 14.7x 12.6x 7.8x 8.8x 8.0x 1.5x 1.9x 1.7x 10.8% 12.4% 14.1% 3.8% 

               
Fabless  112.5x 33.7x 29.1x 32.9x 26.8x 22.8x 9.3x 12.6x 9.5x 34.2% 49.0% 40.7% 2.6% 

NVIDIA CORP 765,475 64.2x 73.9x 66.3x 55.1x 63.3x 54.7x 19.1x 29.7x 22.0x 29.8% 45.5% 35.0% 0.1% 

BROADCOM INC 230,052 na 20.0x 18.0x na 15.9x 14.3x na 9.4x 8.4x nm 50.8% 49.6% 2.6% 

QUALCOMM INC 182,106 18.0x 19.7x 16.0x 13.3x 14.3x 11.9x 15.1x 19.7x 12.2x 112.8% 113.5% 86.9% 1.6% 

ADV MICRO DEVICE 171,022 na 53.6x 42.9x na 40.1x 32.1x na 22.4x 16.1x nm 46.8% 41.3% 0.0% 

MARVELL TECHNOLO 59,318 590.7x 49.9x 37.3x 82.0x 40.4x 33.1x 4.1x 3.9x 4.0x -3.2% 9.7% 8.3% 0.3% 

XILINX INC 50,255 44.0x 48.8x 46.2x 31.9x 39.9x 34.3x 11.1x 13.6x 10.1x 24.9% 27.2% 24.1% 0.6% 

MEDIATEK 56,300 28.7x 14.6x 13.9x 18.9x 11.6x 10.1x 3.2x 3.7x 3.5x 12.0% 27.1% 27.1% 5.8% 

NOVATEK 9,982 19.0x 7.3x 7.8x 12.8x 4.9x 5.0x 5.6x 4.3x 3.7x 32.4% 70.8% 49.2% 8.2% 

REALTEK SEMI 9,267 22.7x 15.4x 13.8x 15.9x 11.4x 9.7x 6.8x 6.7x 5.7x 31.0% 49.4% 45.0% 4.5% 
               

OSAT  25.8x 13.0x 11.8x 7.3x 5.8x 5.2x 2.2x 1.9x 1.7x 11.9% 16.7% 16.6% 4.8% 

ASE TECHNOLOGY H 16,693 12.6x 9.9x 9.0x 5.9x 5.5x 5.0x 1.6x 1.9x 1.7x 13.2% 19.8% 19.6% 4.9% 

POWERTECH 2,716 11.0x 8.5x 8.0x 4.0x 3.3x 3.0x 1.6x 1.5x 1.3x 15.0% 18.6% 19.0% 6.0% 

KING YUAN ELEC 1,843 11.7x 10.4x 9.0x 4.5x 4.6x 4.2x 1.4x 1.6x 1.5x 13.1% 16.4% 18.4% 5.9% 

CHIPBOND TECH 1,590 11.8x 7.9x 8.4x 5.5x 4.2x 4.1x 1.4x 1.3x 1.2x 11.9% 16.2% 14.0% 8.4% 

CHIPMOS TECH 1,226 10.5x 7.2x 6.5x 3.8x 3.7x 3.1x 1.2x 1.4x 1.3x 11.7% 21.9% 22.0% 7.5% 

JCET GROUP CO-A 8,655 52.6x 20.8x 19.7x 14.4x 9.4x 8.9x 5.1x 3.0x 2.6x 10.0% 15.1% 13.6% 0.7% 

TONGFU MICROEL-A 4,168 87.0x 29.9x 24.3x 16.5x 11.3x 9.1x 3.5x 2.6x 2.3x 4.3% 8.6% 9.5% 0.4% 

AMKOR TECH INC 5,807 9.4x 9.9x 9.4x 4.1x 4.7x 4.1x 1.6x 2.0x 1.7x 15.8% nm nm nm 
               

Equipment Makers  23.5x 25.7x 22.4x 18.3x 19.6x 17.1x 8.0x 10.4x 8.6x 38.8% 43.7% 40.6% 1.2% 

APPLIED MATERIAL 136,920 na 22.1x 18.8x na 17.7x 15.2x na 11.5x 9.9x nm 53.3% 52.2% 0.6% 

ASML HOLDING-NY 353,587 na 54.2x 43.9x 31.6x 43.7x 36.1x na 25.6x 21.6x 27.9% 44.1% 53.6% 0.5% 

LAM RESEARCH 85,272 23.4x 17.6x 16.6x 18.4x 14.1x 13.2x 14.9x 14.1x 11.7x 69.8% 80.2% 73.4% 0.9% 

KLA CORP 62,661 22.3x 19.6x 19.6x 17.7x 15.3x 15.7x 14.7x 12.5x 8.8x 68.8% 75.5% 49.1% 1.0% 

TERADYNE INC 23,279 28.9x 24.4x 22.5x 17.5x 16.8x 15.5x 9.0x 9.6x 8.1x 42.5% 42.5% 37.9% 0.3% 

TOKYO ELECTRON 79,613 30.0x 23.2x 20.6x 19.7x 15.2x 13.6x 7.1x 7.3x 6.1x 26.2% 34.7% 33.1% 2.2% 

ADVANTEST CORP 17,756 27.4x 23.5x 20.9x 21.4x 15.2x 13.5x 6.8x 7.1x 5.9x 27.3% 29.5% 31.5% 1.3% 

ASM INTL NV 24,079 30.8x 42.3x 36.9x 20.1x 34.0x 28.0x 4.7x 9.3x 8.3x 15.5% 24.0% 23.6% 0.6% 

AEM HOLDINGS 970 9.7x 15.6x 12.0x 6.8x 13.9x 11.5x 4.5x 3.9x 3.1x 56.4% 29.9% 28.5% 1.6% 

UMS HOLDINGS LTD 643 15.8x 14.0x 12.3x 11.7x 10.6x 9.1x 2.3x 3.0x 2.6x 14.7% 22.9% 22.8% 2.8% 

Source: Company, Bloomberg Finance L.P., DBS Bank
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Company Focus 

Taiwan Semiconductor Manufacturing Company  

Key Risks 
 
Worsening of COVID-19 pandemic affecting industry 

developments and global market demand. While the 

ongoing global supply shortage and multi-year megatrends 

of 5G and HPC have greatly increased the demand for ICs 

and are thereby boosting TSMC’s revenues and profitability, 

there remains a significant risk of the pandemic worsening 

and resulting in shutdowns and disruptions to supply chains 

and operations that would delay production and result in 

failure to meet orders on time.  

In addition to the potential shutdowns and disruptions to 

operations and supply chains, the electronics industries and 

semiconductor market are cyclical and affected by 

significant and instant fluctuations in the demand for ICs. 

Potential negative fluctuations in product orders will lead to 

high volatility in TSMC’s revenues and earnings. 

Lastly, as TSMC and its competitors rush to capitalise on the 

supply shortage and megatrends, it could lead to 

overcapacity in the market and thereby, reduce the demand 

for foundry services and average selling prices of products.  

Foreign currency exchange rate risk. TSMC’s sales are 

predominantly denominated in USD and over half of its 

capex are denominated in foreign currencies which are 

primarily USD, Euros and Japanese Yen. Management 

guided that for every 1-ppt appreciation of NT$ against USD, 

its gross margins will decline approximately 0.4-ppt based 

on FY2020 earnings. 

There is natural hedge as equipment and material costs are 

largely denominated in USD. In addition, TSMC actively 

manages its currency risk via the use of currency derivatives 

contracts such as currency forwards and currency swaps to 

protect against currency exchange rate risks.  

Hence, the USD exposure risk is well managed. Though, in 

general, a weakening of USD against NT is considered less 

favourable to TSMC which has net USD exposure. 

 

 

 

 

 

 

 

 

 

 

Foreign Exchange Gains/(Losses) and Net Profit 

 

 
 

Source: Company 

Geopolitical risks – US-China trade tension. As TSMC’s 

revenues are primarily derived from major economies such 

as US and China, potential worsening of trade war between 

the two countries can adversely affect its operating results. 

For example, TSMC had to discontinue its sales and 

shipment to Huawei Technology in FY20 due to the US’s 

enforcement of strict export controls against Huawei 

Technology.  

The move adversely impacted TSMC’s earnings as it supplied 

over 90% of Huawei’s smartphone chips amounting to 

nearly US$67bn of its consumer business. TSMC had 

discontinued shipment of products to Huawei Technology 

since September 2020. Nevertheless, given the global chip 

shortages, it has been able to quickly divert the capacity 

allocated to Huawei. 

Taiwan could increasingly become a focal point in the US-

China trade war due to its dominance in the semiconductor 

global market and its potential as a strategic buffer against 

China’s ambitions in the region as evidenced by the recent 

US request of TSMC and other chipmakers and electronics 

manufacturers to disclose their supply chain information. 

Information on inventories, production capacities and key 

customers for specific products were requested.  

Although the request is said to be voluntarily, US Commerce 

Secretary Gina Raimondo has said that the US may use a 

Cold War-era national security law to force companies, 

including TSMC, to hand over the supply chain information 

should they refuse to comply. 

Thus, any future worsening of trade tensions, and changes 

in rules and regulations can have significant adverse impact 

on TSMC’s business operations leading to financial losses 

and/or legal liabilities. 
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Taiwan Semiconductor Manufacturing Company  

Worsening of China and Taiwan relationship. China sent 

close to 150 military jets into Taiwan’s air defense zone for 

four consecutive days. With its open display of military 

might, concerns are being raised on the potential 

escalation into a full-scale invasion of Taiwan. 

On 9 Oct 2021, during the commemoration of the 110th 

anniversary of the revolution, President Xi Jinping 

reiterated his desire to preside over a peaceful 

reunification of Taiwan with China. However, Taiwan 

considers itself a sovereign state while China views Taiwan 

as a breakaway province.  

High customer concentration; top 10 customers 

contributing 74% of TSMC’s revenues. TSMC’s top 10 

customers accounted for 68%, 71% and 74% of its 

revenues between FY18 and FY20 with its Top 2 

customers accounting for 37% of its FY20 revenues. Any 

loss of its top clients’ accounts, cancellation of orders 

and/or reduction in the prices of its products and services 

will significantly affect TSMC’s revenues. Its key customers 

include Apple, Hi-Silicon, Qualcomm, Broadcom, Nvidia, 

AMD, MediaTek and Intel. 

 

Top ten customers in FY2020                                                                              Contribution of key customers in FY2020 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Company, various sources                                                                                                          
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SWOT Analysis 

 

Strengths Weakness 

• Technology leadership and business strategy. 

Consistently among the first to provide the next 

generation, leading-edge technologies. As of FY20, 58% 

of its revenues came from 16nm and below and 41% 

from 7nm and below.  
• Largest capacity and output. In FY20, TSMC’s maximum 

capacity is estimated to be 13m 12-Inch wafers 

equivalent and shipped about 12.4m 12-Inch wafer-

equivalent. TSMC’s output accounted for 24% of the 

world’s semiconductor production excluding memory 

output value, up from 21% in FY19. 
• Strong earnings; solid balance sheet. As of FY20, its 

gearing level was at 0.13, while cash and cash 

equivalents on hand amounted to NT$660.17bn.  
• Strong pricing power, in particularly for the advance 

nodes. Towards late FY21 and early FY22, TSMC guided 

that it will hike its prices by 10-20%. 
 

• COVID-19 pandemic risk. Decrease in global 

consumers’ demand, supply chain and operation 

disruptions, will adversely affect TSMC’s earnings and 

net profits. 
• N5 dilution, slow rate of cost improvements. As of 

2Q21, gross margins had decreased by 2.4% to 50% as 

a result of dilution and; slow cost improvements.   
• Development of advanced nodes and capacity 

expansion requires significant investments. Capex of 

US$100bn has been planned to further develop and 

expand capacity for its advanced nodes as well as 

mature nodes such as 28nm through 2024. A US$12bn 

300mm fabrication plant is currently being built in 

Arizona that will add 20,000 wpm of N5 in 2024. TSMC’s 

costs, especially depreciation expenses, are expected 

to rise significantly over the years. 
 

Opportunities Threats 

• Global supply shortage. Due to the COVID-19 pandemic, 

excess demand is expected to persist till 2022. 
• Multi-year megatrend of 5G and HPC-related 

applications. TSMC’s strong growth in FY20 was due to 

the significant increase in the market demand of 5G and 

HPC products such as PCs, gaming consoles and tablets 

which partly were further boosted by the COVID-19 

pandemic. 
• IDMs are increasingly adopting the strategy of 

outsourcing to pure-play wafer foundries. IDMs are 

contributing to the growth of the pure-play wafer 

foundry market and growth of global demand for wafer 

foundry services. 
 

• Increased competition and potential overcapacity. 

Competitors are also increasing their capex for the 

expansion of production capacity to capitalise on the 

current market dynamics. This could lead to 

overcapacity in FY23 and beyond. 
• Geopolitical risk. Any future worsening of trade 

tensions, and changes in rules and regulations can 

have a significant adverse impact on TSMC’s business 

operations, thereby leading to financial losses and/or 

legal liabilities. 
• Forex risk. TSMC’s revenues are largely denominated in 

USD. While a significant portion has natural hedge and 

is managed via derivative products, a weakening USD 

against NT could adversely impact its revenues and 

earnings. Management guided that for every 1-ppt 

appreciation of NT$ against USD will lead to 

approximately 0.4ppt decrease in its gross margins 

based on FY2020 earnings. 
• Customer concentration risk. TSMC’s top 10 customers 

contributed 74% of its FY20 revenues. Any order 

cancellations, decrease in the prices of goods and 

services sold and loss of client accounts would lead to a 

significant reduction of its revenues. 
Source: DBS Bank 

 

  



   

   Page 9 
 

 

Company Focus 

Taiwan Semiconductor Manufacturing Company  

Critical Factors  

 
Steady Long-term Growth 

Earnings CAGR of 15% in 2020-2023. We project TSMC’s 

revenue to grow at 3-year CAGR of 16% on the back of 4-

8% capacity expansion and 8-15% ASP increase, partly due 

to better revenue mix towards more advance chips. Fabs 

are likely to continue running at full steam in view of the 

tight chip supply, especially for the more advance nodes.  

 

Management is confident that TSMC’s revenues will grow by 

about 20% for FY21 and maintain a long-term gross margin 

of more than 50%. We conservatively assume gross margins 

to hover around the 50% level, which is in line with its margin 

range of 46-53% over the past five years. With these, net 

profit is expected to grow at a 3-year CAGR of 15% to 

~NT$782bn in 2023, from NT$518bn in 2020. 

 

Growth fuelled by industry megatrends of 5G and HPC-

related applications. Despite keen competition, TSMC 

remained the leader in the foundry segment of the global 

semiconductor industry, producing 24% of the world 

semiconductor output value (excluding memory) in FY20 as 

compared to 19% in FY19.  

 

Revenues, EBIT and Net Profit Trend  

   
                                                                                                                                                                               
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Company                            

 

EBIT, Net Profit and Gross Margins Trend  

 

 
  
Source: Company 
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Capacity expansion to accelerate. Production capacity 

was approximately 13m with an actual output of 

approximately 12.4m 12-inch equivalent wafers in FY20. 

Maximum production capacity has been growing at a 

6.8% CAGR since FY16. The maximum capacity for FY21 

is estimated to be between 13m and 14m on 12-inch 

equivalent wafers, representing a 4% growth. 

 

TSMC’s capacity growth is expected to accelerate to a 

high single digit from 2022 as expansion plans are 

already underway for N3, N4 and N5 technology, which 

TSMC is targeting to begin volume production in FY22 

and FY24.  

 

Earlier this year, TSMC announced that it would be 

spending US$100bn in 2021-2023. Out of this, about 

US$30bn will be spent in 2021, with approximately 80% 

of it to be spent on its most advanced chipmaking 

processes - 7nm, 5nm and 3nm chipsets.  

 

Currently, TSMC is running at full production capacity for 

its 5nm technology and its 3nm is also said to be fully 

booked as well. However, once N3 and N4 volume 

production comes on stream in 2022, we should see a 

migration towards these nodes, especially N4, leading to 

some easing of its current N5 capacity while awaiting its 

new production volume of 20,000 wafers per month 

(wpm) in 2024 upon completion of its Arizona plant. 

 

N4 is a direct migration of N5 and extends the 

company’s leadership in 5nm technology. It is an 

enhanced version that provides improved performance, 

power and density enhancements for the subsequent 

wave of 5nm products. 

Huge investments in Arizona (20,000-100,000 wpm of 

5nm node). TSMC has commenced work on its US$12bn 

Arizona fab in Jun-2021. The first plant will have a 

planned output of 20,000 wpm (c.2% of capacity 

increase), using 5-nanometer technology. Five additional 

fabs for Arizona are being planned, which will increase 

production to 100,000 wpm (c.9% of capacity increase), 

and total capex to US$35bn. 

 

First fabrication plant in Japan (40,000 wpm of 28/22nm 

technology). As part of its geographical diversification 

initiative, TSMC plans to construct a new fabrication plant 

in Japan in 2022. The estimated cost is US$8.8bn, of 

which the Japanese government will grant TSMC some 

subsidies.  

 

This will be TSMC’s first chip plant in Japan and is 

expected go into operation as early as 2024. The new 

facility will be able to produce around 40,000 wpm of 

28/22nm technology (~4% capacity increase) and 

production capacity is said to be mainly used to make 

image sensors for Sony, its largest customer in Japan. 
 
2nm production expected in 2025. TSMC has received its 

final approval to begin construction of its most advanced 

facility in early 2022 and is targeting to begin mass 

production of 2nm technology in 2025. 

 

ASP hike with better product mix. Along with its plan to 

develop advanced nodes and expand its capacity, TSMC 

has also planned to increase its product prices by 

between 10% and 20% going into late FY21 and/or early 

FY22. TSMC has strong pricing power for the most 

advanced nodes, given its dominance in the segment, 

offsetting potential pricing moderation in the more 

mature nodes. As of 1H21, advanced nodes’ (7nm and 

below) share of TSMC’s revenues rose to 49% from 41% 

share of TSMC’s FY20 revenues and continued to rise to 

52% share of its 3Q21 revenues. 

 

Total Estimated Annual Capacity Trend                                                   Total Actual Output and ASP Forecast Trend  

  
 

 

 

Source: Company 
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Stable Margins in Rising Cost Environment 

TSMC is able to pass through rising cost for main raw 

materials – silicon wafers, chemicals, gases, and precious 

metals. TSMC enters into long-term agreements and 

intends to continue to develop strategic relationships 

with major wafer vendors to cover anticipated wafer 

requirements. Given the current overwhelming global 

demand for ICs, costs have risen significantly since FY19. 

TSMC’s production cost rose 65.5% y-o-y in FY20 and 

184% since FY16, representing a CAGR of 29.8%. 

However, TSMC was able to pass on the cost increase to 

customers via higher product prices.  

Work in Process and Finished Goods are the main 

contributors to total production cost. The cost incurred 

for Finished Goods and Work in Process surged 143% 

and 76% respectively in FY20. This was likely due to 

TSMC ramping up production to meet the additional 

demand for integrated chips as evidenced in TSMC’s 

utilisation rate jumping 13ppts to 94% in FY20. Work-in-

process and finished goods costs comprise direct labour, 

raw materials, other direct costs, and related production 

overheads such as those relating to supplies, utilities, 

depreciation, and maintenance of production 

equipment. 

Total Production Costs Trend                                                                          Production Costs breakdown/Contribution Trend  

  

 

 

 

 

 

 

 

Source: Company 

TSMC’s operating expenses as percentage of sales 

have been hovering around an average of ~11% since 

FY2016. 

The key variable operating expense is Research and 

Development, which accounted for 8.2% of sales. 

General, administrative, and marketing expenses have 

also been stable, totaling c.2.6% of sales.  

 
Operating Expenses trend                                                                                 Operating Expenses Breakdown FY2020 

 

  
Source: Company 
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Stable margins despite rising costs. In spite of the cost 

inflationary environment, EBIT margin improved to 

42.3% in FY20. Though there was a slight drop to 40% 

in 1H21, it was mainly due to the margin dilution from 

higher 5nm contribution that was being ramped up, 

the slower rate of cost improvement as TSMC’s fabs 

continued to run at a very high level of utilisation, and 

the absence of positive inventory revaluation. 

 

In view of the current ongoing short-term global supply 

shortage, long-term megatrends of 5G and HPC, 

increasing utilisation rate and planned product price 

increase of 10-20%, we believe TSMC will be able to 

continue maintain its EBIT margins in the low 40s and 

net profit margin at high 30s into FY23, which will 

reflect a CAGR of 15% for both EBIT and net profit. 

 

As of 9M21, TSMC has seen its revenues grow 18% y-o-

y to NT$1,149bn, while EBIT expanded 14% to 

NT$467bn and net profit rose 15% to NT$430bn.  

 

 

Revenues and Gross Margin Trend  

 
  
 

 
 

 

 

 
 
 
 
 
 
 
 

 

Source: Company 
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Sound Financials  

 
Strong operating cash flows to fund capex. Based on our 

projections, TSMC’s EBIT and net profit are expected to 

both grow at ~15% CAGR to NT$865bn and NT$782bn 

respectively from FY20- FY23. We expect this to generate 

NT$1.0-1.3tr operating cash flow during the period, 

sufficient to fund its accelerated capex of NT$900bn to 

NT$1.1tr (~US$30-40bn pa).   

 

Dividend payout could be in 40-50% range. We assume a 

conservative payout rate of ~40-45% in 2021-2023, taking 

into consideration the raised capex budget. Management 

will likely continue to reward shareholders with steady 

dividends. This would translate into a decent dividend 

yield of ~2%. 

 

Healthy balance sheet. As of Sep 2021, TSMC remained 

in a net cash position with cash on hand amounting to 

NT$854bn. Gearing level remained fairly low at 0.17x.  

 

Quick cash conversion cycle of <80 days. In a nutshell, 

TSMC’s working capital is not tied up for long.  Its average 

inventory holding and cash collection periods are 64 and 

39 days respectively while its payable period is around 

24 days.   

 

 
Operating Cash Flows, Capex and Dividends 9M20 & 9M21                       Cash, Debt and Gearing Level 

 
 
 
Source: Company 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

   Page 14 
 

 

Company Focus 

Taiwan Semiconductor Manufacturing Company  

Technological Leadership  

 

TSMC’s competitive edge lies in its large production capacity 

and technological leadership. Since its establishment, TSMC 

holds the largest capacity among the world’s dedicated 

foundries. Its production capacity was approximately 13m 

with an actual output of approximately 12.4m 12-inch 

equivalent wafers in FY20. The economies of scale allow 

TSMC to spread its fixed costs over its production output 

and become more cost efficient as its utilisation on rate 

increases. 

 

On technological development, TSMC expects to begin 

production of 3nm nodes in the 2H22, the first among 

competitors, again. Barriers to entry for the advance 

technologies are extremely high due to the huge annual 

capex required and limited access to key equipment for 

advanced chips (dominated by ASML).  

 

TSMC’s dominance of the cutting edge to stay for years to 

come. TSMC is so far ahead in the high-end market race, 

there is not much competition at all in this segment. 

Currently, TSMC and its South Korean rival Samsung are the 

only foundries capable of manufacturing the most advanced 

5nm chips. TSMC is already gearing up for the next-

generation 3nm, that will start mass-production from 2H22 

and potentially 2nm by 2025. This will further widen the 

foundry technology gap between TSMC and Samsung, which 

will only start producing its 3nm Gate All Around FET 

(GAAFET) nodes in 2024.  

Number of players in Different Nodes (Foundries and IDM) 

Source: Various companies, 2020 

 

Korea’s Samsung is the only viable alternative to TSMC for 

cutting-edge chip manufacturing. Samsung is the only 

closest competitor to TSMC. While TSMC started mass 

producing 5nm chips, which contain the smallest 

microprocessors in the world, in the 2Q20, Samsung, 

followed suit shortly thereafter, though its 5nm chips are 

still not as dense as TSMC's. No other foundries come 

close to TSMC and Samsung. The third player in the high-

end market is US-based IDM - Intel, which is far behind, 

struggling to make the mass-production leap from 10nm 

to 7nm chips which has been postponed from late 2021 

to 2023 following a series of manufacturing mishaps. 
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While Samsung attempts to close the gap with TSCM with 

the launch of 3nm (GAAFET) in 2H22, this has recently 

been delayed to 2024.  

China steps up investment to increase self-sufficiency but 

could remain a distant third for the next 5-10 years. Back 

in 2015, China set an ambitious target to raise its self-

sufficiency rate in semiconductors from 10% to 70% by 

2025. China should be capable of building an entirely self-

sufficient production line of 28nm chips by end-2021 and 

probably 14nm chips by 2022. While China has strong 

design capability, which is catching up with the US, it faces 

several bottlenecks such as limited ecosystem of value 

chain companies, shortage of experienced human 

resources and limited access to critical technology and 

production equipment for cutting-edge chips from Dutch 

company ASML, partly due to the trade war. It will take 

years to narrow the gap and another few years to start 

producing high-end chips in large quantities. 

TSMC going to great lengths to stay on top. After posting a 

record US$17bn in capex last year, TMSC plans to boost 

that by another ~76% to US$30bn in 2021 (raised from 

guidance of US$25-28bn in early 2021), a growth rate not 

seen since the GFC. This implies over 50% of capital 

intensity (spending-to-sales ratio), up from 38% last year, 

which is the median of the past decade. About 80% of the 

capex will be dedicated to advanced processing 

technology such as 3nm, 5nm and 7nm chips, which 

provide higher performance and lower energy 

consumption.  

The foundry giant also guided that it plans to invest 

US$100bn in advanced semiconductor technologies 

through 2023, backed by structural increase in underlying 

demand driven by long-term growth megatrends – 5G 

and high-performance computing.  

TSMC has commenced work on its US$12bn Arizona fab 

in Jun-2021. The first plant will have a planned output of 

20,000 wafers per month, using 5nm technology. Five 

additional fabs for Arizona are being planned, which will 

increase production to 100,000 wafers per month; and 

total capex to US$35bn. 

 

Taiwanese foundries are spending more capex as % of sales to strengthen their position for the structural upturn 
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PROMISING SEMICONDUCTOR OUTLOOK 

Strong tailwinds with multiple drivers in place. With the 

structural trends driving technology, tailwinds remain 

strong for the semiconductor industry, which is at the 

heart of the global economy. The recent chip shortage is 

another shot in the arm for this growing industry. 

Long-term uptrend intact. In the past, the semiconductor 

industry was cyclical in nature, with each cycle lasting 

about 2-4 years. With the various new demand drivers in 

place, including the acceleration of the digital adoption 

pace driven by the COVID-19 pandemic and the recent 

chip shortage issues, we expect this industry to be less 

cyclical going forward. The long-term uptrend, as shown 

by the dotted black line (refer to chart below) based on 

the worldwide semiconductor shipment data, is expected 

to remain intact. The semiconductor industry was also 

able to rebound swiftly after each major crisis – Asian 

Financial Crisis, dot.com crisis, global financial crisis, and 

the US-China trade war. 

Double-digit growth in 2021 and 2022. In terms of 

forecasts, according to World Semiconductors Trade 

Statistics (WSTS), the semiconductor market is expected 

to register 25.1% y-o-y growth in 2021 to US$551bn, 

following 6.8% growth in 2020. For 2022, the market is 

projected to grow by 10.1% to US$606bn. 

Similarly, Gartner is also expecting global semiconductor 

revenue to grow at a similar pace, by 26.9% in 2021, 

followed by 8.9% in 2022, passing the US$600bn 

milestone to reach US$644bn. Demand is expected to be 

firing on all cylinders as we transition into 5G, further 

enabling internet of things (IoT), artificial intelligence (AI), 

and autonomous driving. This is further exacerbated by 

the pandemic-driven demand for better IT infrastructure 

to support work/study-from-home. 

Growth expected to extend beyond 2022, at a 5-year 

CAGR of 8%. In the longer-term, the total semiconductor 

market is expected to grow at a CAGR of 8% from 2020-

2025. 2023 is expected to see a slight drop in revenue 

before resumption of the growth trend. In 2023, there 

could be an influx of supply on the back of the current 

capacity expansion plans by chip makers. This could lead 

to lower ASP, hence revenue is expected to drop. In the 

longer term, demand is expected to catch up, leading to 

higher revenue. 

This is primarily driven by strong demand across its 

various end markets. Demand for PCs and tablets will 

remain elevated as the hybrid working arrangements 

become integrated as part of a norm. The value of 

semiconductor chips used in the automotive sector will 

continue to increase, driven by the adoption of electric 

vehicles (EVs) and introduction of autonomous vehicles, 

which have substantially higher semiconductor content. 

The demand for smartphones will be driven by individuals 

transitioning to the new 5G smartphones. Hyperscale 

data centers will remain critical and in demand as the 

amount of data collected could increase exponentially 

with 5G and IoT.

 

Semiconductor revenue and growth forecast  

 

Revenue (US$m)        

Device 2020 2021 2022 2023 2024 2025 5-yr CAGR 

All Applications 466.2  591.4  644.3  620.2  643.6  683.6  8.0% 

Data Processing Electronics 176.0  218.7  232.7  207.4  213.2  230.3  5.5% 

Communication Electronics 153.5  195.5  215.8  212.1  212.0  216.9  7.2% 

Industrial and Military/ 

Civil Aerospace Electronics 

49.7  60.7  65.7  67.9  75.2  81.3  10.4% 

Consumer Electronics 48.3  64.9  70.8  67.8  69.4  72.4  8.4% 

Automotive Electronics 38.7  51.6  59.3  65.0  73.9  82.6  16.4% 

Y-o-Y Growth        

Device 2020 2021 2022 2023 2024 2025 5-yr CAGR 

All Applications 466.2  591.4  644.3  620.2  643.6  683.6  8.0% 

Data Processing Electronics 176.0  218.7  232.7  207.4  213.2  230.3  5.5% 

Communication Electronics 153.5  195.5  215.8  212.1  212.0  216.9  7.2% 

Industrial and Military/ 

Civil Aerospace Electronics 

49.7  60.7  65.7  67.9  75.2  81.3  10.4% 

Consumer Electronics 48.3  64.9  70.8  67.8  69.4  72.4  8.4% 

Automotive Electronics 38.7  51.6  59.3  65.0  73.9  82.6  16.4% 

 

Charts/graphics created by DBS Bank based on Gartner research.  

Source: Gartner, Inc., Semiconductor Forecast Database, Worldwide, 

3Q21 Update, Ben Lee, et al,4 October 2021 
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Wafer Capacity – Highly dependent on key players 

Top 5 leaders control 54% of world’s wafer capacity. The top 

5 wafer capacity leaders in the market, namely Samsung, 

TSMC, Micron, SK Hynix and Kioxia/WD, collectively own 54% 

of the global semiconductor capacity. After the top 5, wafer 

capacity for the next five semiconductor players quickly falls 

off - Intel (884k wafers/month), UMC (772k wafers/month), 

GlobalFoundries, Texas Instruments, and SMIC. 

Intel’s return to the foundry business; aims to catch-up with 

TSMC and Samsung. In Mar 2021, Intel took the market by 

surprise with the launch of Intel Foundry Services, a new 

division of its internal foundry that will manufacture third-

party chips. While Intel’s current capacity is largely >7nm 

nodes, it aims to ramp up its capability in the advanced 

nodes next few year to catch up with TSMC and Samsung. 

Upon completion of its two new facilities in Arizona from 

2024, there will be more capacity for chips smaller than 

7nm, which accounts for ~50% of TSMC’s revenue. 

 

Worldwide wafer capacity (monthly installed capacity in Dec 2020, 200mm-equivalents) 

Rank Company HQ Capacity, end-2020  

('000 wafers/month) 

Y-o-Y chg Market Share 

1 Samsung South Korea 3,060 4% 14.7% 

2 TSMC Taiwan 2,719 9% 13.1% 

3 Micron North America 1,931 5% 9.3% 

4 SK Hynix South Korea 1,878 8% 9.0% 

5 Kioxia/WD Japan 1,598 14% 7.7% 

Source: Companies, IC Insights 

Top foundries in Asia 

  TSMC (台积电) Samsung (三星） UMC （联电） SMIC （中芯） 

Headquarters Taiwan South Korea Taiwan China      

Fab locations Taiwan, China, US South Korea, US Taiwan, China, Singapore China      

Installed Capacity as of 

end-2020 (wafers/month, 

200mm-equivalent) 

2.72m 3.06m 772k 531k 

     

Capex Guidance 2021 

(US$bn) 

30 28 2.2 4.3 

     

2021E Financials 
    

Revenue (US$bn) 56.3  234.8  7.2  5.0  

  Y-o-y Growth 24% 17% 21% 27% 

Gross Margin  51% 42% 30% 24% 

ROE 29% 14% 17% 5% 

Net Gearing Cash Cash Cash Cash      

Market Share  

(by foundry sales) 

53% 17% 7% 5% 

     

Key Customers 

(FY2020) 

Apple (21%), Hi-Silicon 

(11%), Qualcomm (8%), 

Nvidia (7%), Broadcom (7%), 

AMD (6%), Intel (5%), 

Mediatek (6%) 

Apple, AT&T, Deutsche 

Telekom, SoftBank and 

Verizon 

Texas Instrument, Intel, 

MediaTek, Realtek, 

Qualcomm, Novatek 

Broadcom, Qualcomm, and 

Texas Instruments 

Source: Company, Bloomberg Finance L.P. Estimate 
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BUSINESS MODEL 

Track record of over 30-years. TSMC is the world’s leading 

semiconductor foundry company. The company provides 

wafer manufacturing, wafer probing, assembly and 

testing, mask production and design services. TSMC’s 

products are used in computer, communication, 

consumer electronics, automotive and industrial 

equipment industries. As at 2Q21, TSMC commanded 

53% share of the pure-play foundry market. 

  

Founded in 1987, TSMC was established with a business 

model that exclusively focused on its customers’ needs. 

The business model adopted by TSMC means that the 

company does not design, manufacture, or market any 

products under its own name and thereby guarantees its 

customers that it will never compete with them. 

 

TSMC had manufactured 11,617 different products using 

281 distinct technologies for 510 different customers as 

of FY20. It currently has over 56,000 employees worldwide 

and operates 12 fabrication plants in Taiwan, China and 

US with an estimated total maximum annual capacity of 

13m 12-inch equivalent wafers.  
 

TSMC operates in two business segments: Wafer 

Fabrication and Others  

1. Wafer Fabrication – Main operating activity is the 

manufacturing of chips according to its customers’ 

requirements and contributed approximately 88% 

of its total revenues for FY20. 

2. Others – Primarily includes revenues associated 

with packaging and testing services, mask making, 

design services and royalties contributing to 

approximately 12% of its total revenues for FY20. 

 

Core operating revenue by country/region.   

 

TSMC derives a substantial amount of its revenues from 

North America, Asia Pacific and China with North America 

accounting for the largest share of its revenues. Since 2016, 

these three markets have consistently contributed, on 

average, 88% of TSMC’s total annual revenues. 

 

Business Segment Revenue Breakdown FY2016-FY2020                     Revenues Contribution Breakdown by Country/Region 

             
Source: Company 

 

 

 

 

 

 

 

 

 

 
 
 
 
 
 

Growth impetus from global supply shortage, increasing 

Integrated Device Manufacturer (IDM) outsourcing and 

market demand for 5G and HPC platform. While the 

current market dynamics present an excellent 

opportunity for IDMs to capitalise on, rising costs of 

inputs, equipment and building/purchasing an existing 

fabrication plant requires significant investments and 

increases their market risk. This has led to IDMs 

increasingly outsourcing to pure-play foundry companies 

to minimise costs and market risks. 

 

Driven by data explosion and application innovation, high 

performance computing (HPC) has become one of the key 

growth drivers for TSMC. In FY20, the increase in net 

revenue mainly came from HPC, or a 39% y-o-y increase. 

TSMC expects the HPC platform to become the largest 

revenue driver in the next five years. With the ongoing 

rapid 5G base station deployment, rising data centre AI 

server demand and next-generation gaming consoles, 

TSMC is projecting the HPC market to grow by a high-

single-digit in FY21. 

 

Semiconductors manufactured by TSMC are used in a 

variety of different platforms: 

 

Smartphone Platform includes the manufacturing of 

transistors, embedded flash memory, display chips, 

sensors, as well as advanced packaging technologies and 

represents 48% of total revenue.  

 

TSMC’s smartphone shipments have been on a 

downtrend with a 2% and 9% decline in FY19 and FY20 
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respectively. This was likely due to the existing high 

penetration rate in the developed markets and the 

COVID-19 pandemic’s impact on consumers’ purchasing 

power. As the commercialisation of 5G is being 

accelerated, new 5G smartphones coming into the market 

will induce a shorter replacement cycle. Hence, TSMC is 

projecting a high-single-digit growth for the smartphone 

market in 2021 as continuous improvement in the overall 

performance and functions propel smartphone sales for 

the longer term.  

 

IoT Platform includes the manufacturing of analog 

devices, embedded flash memory, sensors, display chips, 

advanced packaging technologies and represents 8% of 

total revenue.  

 

TSMC’s IoT platform grew by 17% in 2020 due to the 

demand driven by the pandemic. Main products driving 

the revenue growth are Bluetooth earphones, smart 

wearables, and smart health devices. Moving forward, 

TSMC is expecting the momentum to continue into 2021 

with IoT shipments growing at a faster pace of 30%.  

 

Automotive Electronics Platform includes the 

manufacturing of flash memory, wave RD, high sensitivity 

light detection and ranging sensors, and represents 3% of 

total revenue.  

 

The Automotive industry was the worst hit industry in 

2020 as it declined 14% during the year due to the 

pandemic. However, with the increasing amount of 

content requirement within electric vehicles, advanced 

driver assistance systems, infotainment systems and 

demand returning to the overall automotive industry, 

TSMC is expecting the industry to rebound at a low-teens 

growth rate in 2021. 

 

Digital Consumer Electronics (DCE) Platform provides 

customers with leading and comprehensive technologies 

to deliver AI-enabled smart devices for DCE applications 

and represents 4% of total revenue.  

 

Due to the stagnant demand and cannibalisation of 

smartphones, the overall DCE shipment fell by 7% even 

though sales of TVs and set-top boxes exceeded TSMC’s 

expectations. The growth momentum is expected to 

continue for 4K and smart TVs as improvements in AI 

functions such as picture quality and voice control are 

incorporated into TVs. 

 

High Performance Computing (HPC) Platform includes the 

manufacturing of CPU, GPU, field programmable gate 

arrays, server processors, accelerators, and high-speed 

networking chips and represents 33% of total revenue. 

Products include PCs, tablets, game consoles, servers and 

5G base stations.  

 

TSMC’s HPC platform grew 11% in 2020 due to demand 

driven by the pandemic. TSMC is projecting the HPC 

platform market to grow at a high-single-digit in 2021 due 

to the ongoing 5G base deployment, increasing AI server 

demand from data centres and next-generation game 

consoles which require higher performance and power 

efficiency.  

 
Revenue breakdown by technology (FY2020)                                             Revenue Breakdown by Platform (FY2020) 

 
Source: Company 
 
 
 
 
 
 
 

 
Source: Company 
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KEY OPERATING ASSETS 

Employees, offices and 12 fabrication plants. TSMC has 

more than 56,000 employees worldwide across its offices 

and fabrication plants located in North America, Europe, 

Taiwan, Japan, China and South Korea.  

It currently operates 12 fabrication plants located in 

Taiwan, China and US, comprising one 6-Inch fab, six 8-

Inch fabs and five 12-Inch fabs with a new 300mm wafer 

fab currently being built in Arizona.  

 
 

Fabrication 

Plants 

Commencement of 

Production 

Location Wafer Size Volume 

Production 

(Based on 

Most 

Advanced 

Technology) 

FY2018 

Volume 

Production 

(Based on 

Most 

Advanced 

Technology) 

FY2019 

Volume 

Production 

(Based on Most 

Advanced 

Technology) 

FY2020 

Fab 2 1990 Taiwan (Hsinchu) 6-Inch 450 450 450 

Fab 3 1995 Taiwan (Hsinchu) 8-Inch 150 150 150 

Fab 5 1997 Taiwan (Hsinchu) 8-Inch 150 150 150 

Fab 6 2000 Taiwan (Tainan) 8-Inch 110 110 110 

Fab 8 1998 Taiwan (Hsinchu) 8-Inch 110 110 110 

Fab 10 2004 China (Shanghai) 8-Inch 150 150 150 

Fab 11 1998 USA (WA) 8-Inch 150 150 150 

Fab 12 2001 Taiwan (Hsinchu) 12-Inch 7 7 7 

Fab 14 2004 Taiwan (Tainan) 12-Inch 16 16 16 

Fab 15 2012 Taiwan (Taichung) 12-Inch 7 7 7 

Fab 16 2018 China (Jiangsu) 12-Inch 16 16 16 

Fab 18 2020 Taiwan (Tainan) 12-Inch NA NA 5 

Total Annual 

Capacity (In 

Thousands – 

12-Inch Equiv.) 

      12,000 12,300 13,000 

Total Actual 

Output (In 

Thousands – 

12-Inch Equiv.) 

      10,752 10,068 12,398 

Source: Company 
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Management & Strategy 
 

Strong management team. TSMC’s leadership team 

comprises a diverse group of professionals from different 

backgrounds in industries and academia. These 

professionals include citizens from Taiwan, Europe, and the 

U.S with world-class business operating experience.  

Looking forward, we believe that the current team will 

spearhead the business to greater success.  We note that 

TSMC expects foundry segment revenue to outpace the 

mid-single-digit CAGR goal for the overall semiconductor 

market (excluding memory products) from 2020-2025. 

 

Prolonged growth strategy. Management has adopted a 

growth strategy that focuses on technology leadership, 

manufacturing excellence and customer trust.  Management 

is now targeting to develop leading-edge technologies at a 

pace consistent with Moore’s Law, broaden specialty 

business contributions by further developing derivative 

technologies, ramp up and sustain advanced technology 

market share by continuously increasing capacity and R&D 

investments and expanding TSMC’s business and service 

infrastructure into emerging and developing markets. 

 

 

Key Management Team 

 

 

Chairman Dr. Mark Liu joined TSMC in 1993 as an Engineering Deputy Director and 

established both TSMC’s first 8-inch and 12-inch fabs. Prior to assuming the position of 

Chairman, Dr. Liu served as President and Co-CEO of TSMC from 2013-2018 where he 

oversaw TSMC’s technology department. 

 

Dr. Liu is also the Chairman of the Taiwan Semiconductor Industry Association and is 

presently serving on the Presidential CEO Advisory Board of Massachusetts Institute of 

Technology and on the Engineering Advisory Board of UC Berkeley College of 

Engineering.  

 

 

CEO Dr. C.C. Wei joined TSMC in 1998 and is the current CEO of TSMC. Prior to joining 

TSMC, he served as Senior VP of Technology at Chartered Semiconductor and Senior 

Manager, Logic and SRAM technology development at ST Microelectronics. Dr. Wei was 

appointed as TSMC’s President and Co-CEO from 2013-2018 before assuming the 

position of CEO. 

 

 

CFO Mr. Wendell Huang joined TSMC in 1999 and has been responsible for the 

management of TSMC’s finance division for the past two decades. Prior to joining 

TSMC, Mr Huang worked as Vice President in ING Barings, Chase Manhattan Bank and 

Bankers Trust Company.  

 

Source: Company
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Environment, Social & Governance (ESG) 
 

The Paradox. The semiconductor industry plays an ever-

increasing role in meeting global climate goals. For example, 

integrated chips are integral to electric vehicles and 

renewable energy, such as wind turbines and solar arrays, 

but the manufacturing of integrated chips increases its 

impact on the climate as it requires a significant amount of 

energy and water usage.  

  

TSMC is also an ESG leader. TSMC is not only the world’s 

leading semiconductor company in terms of technology and 

production capacity, but is also at the forefront in driving 

positive changes to society and the environment. It is the 

world’s first semiconductor company to join RE100 and the 

first in being elected to Dow Jones Sustainability Index for 19 

consecutive years. In recognition of its ESG commitments, 

TSMC has received numerous awards and is included in 

multiple indexes such as FTSE4Good Emerging Index, 

FTSE4Good All World Index, FTSE4Good TIP Taiwan ESG 

Index, MSCI Emerging Markets ESG Leaders Index and MSCI 

ACWI SRI Index.   

  
TSMC’s five ESG strategic directions are Green 

Manufacturing, Responsible Supply Chain, Diverse & 

Inclusive Workplace, Talent Development, and Caring for the 

Disadvantaged. With its five ESG strategic directions as its 

compass, it seeks to uphold its vision of uplifting society, to 

build and contribute to the health and welfare of the world. 
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Sustainable Development Goals for 2030 

Economy Society Environment 

Facilitate Sustainability Across the Supply 

Chain.  Tier 1 suppliers are required to 

complete and align to TSMC’s Supplier Code 

of Conduct and Sustainability Management 

Self-Assessment Questionnaire. 

  

Support Local Suppliers. Ensure both a 

cumulative total of 145 suppliers of raw 

materials receive support in process and 

quality improvements and encourage 

participation in Taiwan Continuous 

Improvement Competition. 

  

Encourage Innovation. Maintaining TSMC’s 

leadership as well as investing 8.5% of its 

revenues into R&D. Aims to achieve over 

50,000 global patents as well as offer 170 

packaging technologies and 1,200 process 

technologies.  

 

Chemicals Management.  Develop analytical 

abilities for carcinogenic, mutagenic, and 

reprotoxic substances for all materials. To 

also assist its major supplier in developing 

such abilities. To replace NMP and ensure all 

processes are free from PFASs with more 

than four carbon atoms. 

Offer Better Medical Care to Seniors 

Living Alone. Provide 12,000 service 

visits through Network of Love. 

 

Promote Filial Piety Among Our Youth. 

Promote filial piety education in 120 

educational institutions. 

 

Care for the Educationally 

Disadvantaged. Committed to providing 

at least N$15m annually via its 

collaboration with public and private 

educational organisations. 

 

Volunteer Readers for Children in 

Remote Areas. Providing more than 

10,000 hours of reading services 

annually.  

  

Offer Competitive Compensation. Aims 

to maintain above 75th percentile 

position among industry peers in total 

compensation. 

 

Promote Workplace Safety. All waste 

treatment vendors to acquire ISO14001 

or other international ESH Management 

certifications. Ensure that a cumulative 

total of 1,500 local suppliers participate 

in the ESH training programme. 

 

Facilitate Health Management. Aims to 

have zero cases of occupational hazard 

caused by exposure to chemicals. 

 

Environmental/Energy-saving 

Volunteers. Targets to provide the 

services of 1,200 volunteers annually.  

Reduce Water Risks. Implement water 

conservation measures for its suppliers and 

targets to reduce water consumption by 30%. 

 

Raise Effluent Standards and Increase Usage 

of Reclaimed Water. Targets 50% stricter 

effluent standards and to increase 

replacement rate of water by more than 30%. 

 

Produce with Greater Green Energy Efficiency. 

To save 5,000 GWh cumulatively from 2016-

2030 via its new energy-savings measures. 

Double energy efficiency after five years of 

mass production for each process technology. 

 

Work with Suppliers Towards Energy 

Conservation. Aims to help suppliers 

implement energy conservation measures and 

reduce consumption by a cumulative total of 

1,500 GWh. 

 

Use Renewable Energy. To account for 20% of 

all new fabs’ energy consumption after 3nm 

process adoption. Continuous purchase of 

renewable energy to achieve 100% and 25% 

of total power consumption for non-fabs and 

fabs respectively. 

 

Green Product Innovation. Targets to 

decrease Product Environmental Footprint by 

30% for each unit product. 

 

Reduce Industrial Waste Output. Outsourcing 

less or equal to 0.5 unit of waste disposal per 

wafer. 

 

Promote Circular Economy. Develop multiple 

types of electronics-grade chemicals for 

recycling and target 35% reduction in waste 

production among its major local suppliers. 

 

Better Environment Protection. Reduce air 

pollutant emissions per unit product by 50% 

and more than 98% reduction rate of volatile 

organic gases. 

 

Implement Mitigation Strategies to Climate 

Risks. Reduce GHG emissions per unit product 

by 40% and 0 days of interruption to 

production due to climate disasters. 

 

Strengthen Supply Chain Climate Resilience. 

Invite suppliers to observe its annual 

emergency response drill. Targeting a 

cumulative total of 300 suppliers. 

Source: Company 
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TSMC’s FY2020 Overall Performance.  
Responsible Purchaser  Practitioner of Green Power  Admired Employer  Power to Change Society  

Water and Energy 

Savings. 2.13m metric tons of 

cumulative water 

consumption reduced and 

210 GWh cumulative energy 

conserved by suppliers with 

TSMC’s support.  

  

Recycling Waste Rate. Over 

90% waste reuse rate leading 

to NT$37m cost reduction.  

  

Waste Production. Major local 

suppliers reduced waste 

production by 29.4% 

 

100% of critical high-risk 

suppliers completed Safety 

and Health consultation. 

 

100% of its Tier 1 Suppliers 

have signed TSMC’s Supplier 

Code of Conduct and 

completed five interactive 

compulsory courses of TSMC 

Supplier Sustainability 

Academy.  

Net Zero Emissions. Achieved net 

zero emissions for global offices 

through carbon credits. 

  

100% renewable energy consumption 

for TSMC offices in Taiwan and 

overseas locations.  

 

1,230 GWh of renewable energy, 

Renewable Energy Certification (REC) 

and carbon credits purchased. 

 

First in the World. Built a water 

reclamation plant for industrial 

effluents. 

 

Reduction of Air Pollutant Emissions. 

Reduced 46% of air pollutant 

emissions per unit product since 

2015. 

 

Waste Recycling Rate. Achieved 95% 

waste recycling rate for six 

consecutive years and less than 1% of 

waste has been sent to landfills for 11 

consecutive years. 

 

First Zero-waste Manufacturing 

Centre was built as TSMC seeks to 

achieve a circular economy.  

  

79.3% of managerial 

positions were filled via 

internal promotions. 

 

Overall salary of direct 

employees is higher than 

NT$1m which is 4x the 

minimum wage in Taiwan. 

 

Ranked No.1 in the Top 10 

Most Admired Companies 

to Young Generations by 

Cheers Magazine, The 

World’s Best Employers 

2020 by Forbes and 2020 

World’s Most Admired 

Companies by Fortune.  

NT$7m provided to 70 

underprivileged students. 

 

37,071 Beneficiaries, with 92 

organisations supporting the 

disadvantaged under the 

Cherish Food Program. 

 

10,855 Seniors Supported. 

Providing services to seniors 

through the Network of Love 

and collaborations with 15 

medical and care centres. 

 

64,779 Volunteer hours and 

73,786 beneficiaries of social 

engagement. 

 

NT$1.32bn invested in social 

engagement. 

 

US$20m allocated to aid 

global prevention and 

treatment efforts against 

COVID-19. 

 

NT$80.55m invested in 

liberal arts and science 

education to promote equal 

rights to education. 

Source: Company 

 

 
Key Assumptions 

FY Dec   2017A 2018A 2019A 2020A 2021F 2022F 

       
  Total output, 12"-

equivalent (k wafers) 
10,449 10,752 10,068 12,398 13,520 14,196 

  ASP, 12" equivalent 

(NT$ / wafer) 
93,545 95,933 106,276 108,022 117,285 134,878 

       

 

Segmental Breakdown  

FY Dec   2017A 2018A 2019A 2020A 2021F 2022F 
       
Revenues (NT$m)       

  Wafer 976,923 911,296 927,317 1,178,456 1,395,304 1,684,830 

  Others 524 120,177 142,668 160,799 190,387 229,892 

Total 977,447 1,031,474 1,069,985 1,339,255 1,585,691 1,914,722 

 

Source: Company, DBS Bank 

 

Sensitivity Analysis 

 2021 

US$/NT$ +/- 1%  
Gross Margin 

+/- 0.4ppt 
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Income Statement (NT$m) 

FY Dec  2017A 2018A 2019A 2020A 2021F 2022F 
       
Revenue 977,447 1,031,474 1,069,985 1,339,255 1,585,691 1,914,722 

Cost of Goods Sold (482,621) (533,599) (577,284) (628,125) (769,060) (938,214) 

Gross Profit 494,826 497,874 492,702 711,130 816,631 976,508 

Other Opng (Exp)/Inc (109,267) (114,251) (120,001) (144,346) (168,583) (203,269) 

Operating Profit 385,559 383,624 372,701 566,784 648,048 773,239 

Other Non Opg 

(Exp)/Inc 
1,453 (814) 1,362 7,464 1,500 1,500 

Associates & JV Inc 2,986 3,058 2,844 3,593 3,593 3,593 

Net Interest  (Exp)/Inc 6,134 11,643 12,939 6,937 9,640 4,555 

Exceptional Gain/(Loss) 0.0 0.0 0.0 0.0 0.0 0.0 

Pre-tax Profit 396,133 397,510 389,845 584,777 662,780 782,887 

Tax (52,986) (46,326) (44,502) (66,619) (66,278) (78,289) 

Minority Interest (35.4) (53.5) (80.1) (273) (331) (391) 

Preference Dividend 0.0 0.0 0.0 0.0 0.0 0.0 

Net Profit 343,111 351,131 345,264 517,885 596,171 704,207 

Net Profit before 

Except. 
343,111 351,131 345,264 517,885 596,171 704,207 

EBITDA  650,141 678,413 663,791 909,565 1,051,773 1,244,146 

Growth       

Revenue Gth (%) 3.1 5.5 3.7 25.2 18.4 20.8 

EBITDA Gth (%) 7.1 4.3 (2.2) 37.0 15.6 18.3 

Opg Profit Gth (%) 2.0 (0.5) (2.8) 52.1 14.3 19.3 

Net Profit Gth (Pre-ex) 

(%) 
2.7 2.3 (1.7) 50.0 15.1 18.1 

Margins & Ratio       

Gross Margins (%) 50.6 48.3 46.0 53.1 51.5 51.0 

Opg Profit Margin (%) 39.4 37.2 34.8 42.3 40.9 40.4 

Net Profit Margin (%) 35.1 34.0 32.3 38.7 37.6 36.8 

ROAE (%) 23.6 22.0 20.9 29.8 29.7 29.6 

ROA (%) 17.7 17.2 15.9 20.6 19.8 20.2 

ROCE (%) 20.4 20.0 19.4 25.8 24.5 24.2 

Div Payout Ratio (%) 60.5 59.1 71.3 50.1 45.0 40.0 

Net Interest Cover (x) NM NM NM NM NM NM 

 

Source: Company, DBS Bank 

Margins Trend 

 

 

30.0%

32.0%

34.0%

36.0%

38.0%

40.0%

42.0%

44.0%

2018A 2019A 2020A 2021F 2022F

Operating Margin % Net Income Margin %
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Quarterly Income Statement (NT$m)  

FY Dec  1Q2020 2Q2020 3Q2020 4Q2020 1Q2021 2Q2021 
       
Revenue 310,597 310,698 356,426 361,533 362,410 372,145 

Cost of Goods Sold (149,813) (146,006) (165,946) (166,344) (172,635) (185,911) 

Gross Profit 160,784 164,693 190,481 195,189 189,775 186,234 

Other Oper. (Exp)/Inc (32,263) (33,598) (40,433) (38,069) (39,237) (40,567) 

Operating Profit 128,522 131,095 150,047 157,120 150,538 145,667 

Other Non Opg 

(Exp)/Inc 
486 3,013 (3,432) (2,709) 5,782 999 

Associates & JV Inc 726 679 833 1,355 1,267 1,172 

Net Interest (Exp)/Inc 2,459 2,069 1,525 884 689 294 

Exceptional Gain/(Loss) (45.2) (457) 6,151 4,457 (3,212) 1,259 

Pre-tax Profit 132,147 136,399 155,124 161,107 155,065 149,393 

Tax (15,084) (15,506) (17,746) (18,283) (15,326) (14,909) 

Minority Interest (76.0) (70.0) (69.0) (58.0) (49.0) (122) 

Net Profit 116,987 120,823 137,309 142,766 139,690 134,360 

Net profit bef Except. 117,032 121,279 131,158 138,309 142,902 133,101 

EBITDA  198,288 205,661 242,181 253,328 258,489 251,645 

       

Growth       

Revenue Gth (%) (2.1) 0.0 14.7 1.4 0.2 2.7 

EBITDA Gth (%) 2.0 3.7 17.8 4.6 2.0 (2.6) 

Opg Profit Gth (%) 3.4 2.0 14.5 4.7 (4.2) (3.2) 

Net Profit Gth (Pre-ex) 

(%) 
0.2 3.6 8.1 5.5 3.3 (6.9) 

Margins       

Gross Margins (%) 51.8 53.0 53.4 54.0 52.4 50.0 

Opg Profit Margins (%) 41.4 42.2 42.1 43.5 41.5 39.1 

Net Profit Margins (%) 37.7 38.9 38.5 39.5 38.5 36.1 

Revenue Trend 

 

 

 

 

 

 

 

Source: Company, DBS Bank 
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Balance Sheet (NT$m) 

FY Dec  2017A 2018A 2019A 2020A 2021F 2022F 
       
Net Fixed Assets 1,062,542 1,072,050 1,352,377 1,555,589 2,070,994 2,680,989 

Invts in Associates & JVs 17,861 17,866 18,699 18,841 19,434 20,527 

Other  LT  Assets 54,255 48,532 71,115 94,096 96,891 100,795 

Cash & ST Invts 649,324 695,159 583,423 791,477 743,275 536,434 

Inventory 73,881 103,231 82,981 137,353 134,849 164,509 

Debtors 122,488 129,263 139,822 146,089 169,430 204,587 

Other Current Assets 11,510 24,027 16,388 17,266 17,266 17,266 

Total Assets 1,991,862 2,090,128 2,264,805 2,760,711 3,252,140 3,725,107 

       

ST Debt 

 
122,168 123,655 152,597 92,987 92,987 92,987 

Creditor 30,069 34,357 40,206 41,095 50,568 61,691 

Other  Current Liab 206,470 182,531 397,932 483,069 495,438 507,448 

LT Debt 91,800 56,900 40,142 276,633 426,633 451,633 

Other  LT  Liabilities 18,595 15,189 11,832 16,305 16,305 16,305 

Shareholder’s Equity 1,522,058 1,676,818 1,621,410 1,849,657 2,168,912 2,593,354 

Minority Interests 702 679 685 965 1,296 1,688 

Total Cap. & Liab. 1,991,862 2,090,128 2,264,805 2,760,711 3,252,140 3,725,106 

       

Non-Cash Wkg. Capital (28,660) 39,633 (198,947) (223,455) (224,461) (182,777) 

Net Cash/(Debt) 435,356 514,604 390,683 421,856 223,655 (8,187) 

Debtors Turn (avg days) 47.0 44.5 45.9 39.0 36.3 35.6 

Creditors Turn (avg 

days) 
47.1 48.8 46.9 50.1 45.2 43.4 

Inventory Turn (avg 

days) 
100.5 134.1 117.0 135.7 134.1 115.6 

Asset Turnover (x) 0.5 0.5 0.5 0.5 0.5 0.5 

Current Ratio (x) 2.4 2.8 1.4 1.8 1.7 1.4 

Quick Ratio (x) 2.2 2.4 1.2 1.5 1.4 1.1 

Net Debt/Equity (X) CASH CASH CASH CASH CASH 0.0 

Net Debt/Equity ex MI 

(X) 
CASH CASH CASH CASH CASH 0.0 

Capex to Debt (%) 149.8 164.8 291.5 142.8 174.5 196.0 

 

Source: Company, DBS Bank 
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Cash Flow Statement (NT$m) 

FY Dec  2017A 2018A 2019A 2020A 2021F 2022F 
       
Pre-Tax Profit 396,133 397,510 389,845 584,777 662,780 782,887 

Dep. & Amort. 260,143 292,546 286,884 331,725 398,633 465,814 

Tax Paid (63,620) (45,383) (52,044) (51,362) (53,909) (66,278) 

Assoc. & JV Inc/(loss) (2,986) (3,058) (2,844) (3,593) (3,593) (3,593) 

Chg in Wkg.Cap. (7,887) (68,293) 238,580 24,508 1,006 (41,683) 

Other Operating CF 3,535 631 (245,283) (63,389) 0.0 0.0 

Net Operating CF 585,318 573,954 615,139 822,666 1,004,916 1,137,146 

Capital Exp.(net) (320,561) (297,633) (561,739) (527,750) (906,526) (1,067,26

7) Other Invts.(net) (16,287) (9,731) (10,784) 358 (10,307) (12,446) 

Invts in Assoc. & JV (1,882) 4.35 833 142 0.0 0.0 

Div from Assoc & JV 4,246 3,263 1,719 2,752 3,000 2,500 

Other Investing CF (1,681) (10,173) 111,169 18,716 0.0 0.0 

Net Investing CF (336,165) (314,269) (458,802) (505,782) (913,833) (1,077,21

3) Div Paid (181,513) (207,443) (259,304) (259,304) (265,786) (268,277) 

Chg in Gross Debt  (27,737) (34,102) (6,026) 172,724 150,000 25,000 

Capital  Issues 0.0 0.0 0.0 0.0 0.0 0.0 

Other Financing CF (6,448) (3,580) (4,308) (2,035) 0.0 0.0 

Net Financing CF (215,698) (245,125) (269,638) (88,615) (115,786) (243,277) 

Currency Adjustments (21,318) 9,862 (9,114) (23,498) (23,498) (23,498) 

Chg in Cash 12,138 24,423 (122,415) 204,771 (48,201) (206,842) 

Opg CFPS (NT cts) 2,288 2,477 1,452 3,078 3,872 4,546 

Free CFPS (NT cts) 1,021 1,066 206 1,137 379 269 

 

Source: Company, DBS Bank 
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DBS Bank recommendations are based on an Absolute Total Return* Rating system, defined as follows: 

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame) 

BUY (>15% total return over the next 12 months for small caps, >10% for large caps) 

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps) 

FULLY VALUED (negative total return, i.e.,  > -10% over the next 12 months) 

SELL (negative total return of > -20% over the next 3 months, with identifiable share price catalysts within this time frame) 

*Share price appreciation + dividends 

 

Completed Date:  9 Nov 2021 22:06:47  (SGT) 

Dissemination Date: 9 Nov 2021 22:13:49  (SGT) 

 

Sources for all charts and tables are DBS Bank unless otherwise specified. 

 

GENERAL DISCLOSURE/DISCLAIMER  

This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte 

Ltd, its respective connected and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or 

duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd.      

 

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to 

DBS Bank Ltd, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents 

(collectively, the “DBS Group”) have not conducted due diligence on any of the companies, verified any information or sources or taken into 

account any other factors which we may consider to be relevant or appropriate in preparing the research.  Accordingly, we do not make any 

representation or warranty as to the accuracy, completeness or correctness of the research set out in this report. Opinions expressed are 

subject to change without notice. This research is prepared for general circulation. Any recommendation contained in this document does 

not have regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document 

is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should 

obtain separate independent legal or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or 

consequential loss (including any claims for loss of profit) arising from any use of and/or reliance upon this document and/or further 

communication given in relation to this document. This document is not to be construed as an offer or a solicitation of an offer to buy or sell 

any securities. The DBS Group, along with its affiliates and/or persons associated with any of them may from time to time have interests in 

the securities mentioned in this document. The DBS Group, may have positions in, and may effect transactions in securities mentioned 

herein and may also perform or seek to perform broking, investment banking and other banking services for these companies. 

 

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and 

there can be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments. The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete 

or condensed, it may not contain all material information concerning the company (or companies) referred to in this report and the DBS 

Group is under no obligation to update the information in this report. 

 

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no 

planned schedule or frequency for updating research publication relating to any issuer.   

 

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates 

and assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the 

estimates on which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary 

significantly from actual results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments 

described herein IS NOT TO BE RELIED UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with 

the aforesaid entities), that: 

 

(a)  such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and 

(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or 

risk assessments stated therein. 
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Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

 

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) 

mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating 

to the commodity referred to in this report.  

 

DBSVUSA, a US-registered broker-dealer, does not have its own investment banking or research department, has not participated in any 

public offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months and does 

not engage in market-making.   

 

ANALYST CERTIFICATION 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the 

companies and their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of 

his/her compensation was, is, or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The 

research analyst (s) primarily responsible for the content of this research report, in part or in whole, certifies that he or his associate1 does 

not serve as an officer of the issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the 

management company of the real estate investment trust; and in the case of any other entity, an officer or its equivalent counterparty of 

the entity who is responsible for the management of the issuer or the new listing applicant) and the research analyst(s) primarily 

responsible for the content of this research report or his associate does not have financial interests2  in relation to an issuer or a new 

listing applicant that the analyst reviews.  DBS Group has procedures in place to eliminate, avoid and manage any potential conflicts of 

interests that may arise in connection with the production of research reports.  The research analyst(s) responsible for this report operates 

as part of a separate and independent team to the investment banking function of the DBS Group and procedures are in place to ensure 

that confidential information held by either the research or investment banking function is handled appropriately.  There is no direct link of 

DBS Group's compensation to any specific investment banking function of the DBS Group. 

 

COMPANY-SPECIFIC / REGULATORY DISCLOSURES  

1. DBS Bank Ltd, DBS HK, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS'') or their subsidiaries and/or other affiliates  have a 

proprietary position in AEM Holdings  recommended in this report as of 30 Sep 2021. 

2. Neither DBS Bank Ltd nor DBS HK market makes in equity securities of the issuer(s) or company(ies) mentioned in this 

Research Report.  

 

Compensation for investment banking services: 

3. DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of 

securities as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US 

persons wishing to obtain further information, including any clarification on disclosures in this disclaimer, or to effect a 

transaction in any security discussed in this document should contact DBSVUSA exclusively.            

 

Disclosure of previous investment recommendation produced: 

4. DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their subsidiaries and/or other affiliates may have 

published other investment recommendations in respect of the same securities / instruments recommended in this research 

report during the preceding 12 months. Please contact the primary analyst listed on page 1 of this report to view previous 

investment recommendations published by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (''DBSVS''), their 

subsidiaries and/or other affiliates in the preceding 12 months.      

 

  

 
1 An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust 

of which the analyst, his spouse, minor child (natural or adopted) or minor step-child, is a beneficiary or discretionary object; or (iii) another 

person accustomed or obliged to act in accordance with the directions or instructions of the analyst.   

2 Financial interest is defined as interests that are commonly known financial interest, such as investment in the securities in respect of an 

issuer or a new listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or 

analysis.  This term does not include commercial lending conducted at arm's length, or investments in any collective investment scheme 

other than an issuer or new listing applicant notwithstanding the fact that the scheme has investments in securities in respect of an issuer 

or a new listing applicant.   
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RESTRICTIONS ON DISTRIBUTION  

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 

resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, 

availability or use would be contrary to law or regulation. 

 

Australia This report is being distributed in Australia by DBS Bank Ltd, DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS”) or 

DBSV HK. DBS Bank Ltd holds Australian Financial Services Licence no. 475946. 

 

DBS Bank Ltd, DBSVS and DBSV HK are exempted from the requirement to hold an Australian Financial Services 

Licence under the Corporation Act 2001 (“CA”) in respect of financial services provided to the recipients. Both DBS 

and DBSVS are regulated by the Monetary Authority of Singapore under the laws of Singapore, and DBSV HK is 

regulated by the Hong Kong Securities and Futures Commission under the laws of Hong Kong, which differ from 

Australian laws. 

 

Distribution of this report is intended only for “wholesale investors” within the meaning of the CA. 

 

Hong Kong This report is being distributed in Hong Kong by DBS Bank Ltd, DBS Bank (Hong Kong) Limited and DBS Vickers 

(Hong Kong) Limited, all of which are registered with or licensed by the Hong Kong Securities and Futures 

Commission to carry out the regulated activity of advising on securities.  DBS Bank Ltd., Hong Kong Branch is a 

limited liability company incorporated in Singapore. 

 

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Sekuritas Indonesia.  

 

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, 

received from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in 

connection with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, 

recipients of this report are advised that ADBSR (the preparer of this report), its holding company Alliance 

Investment Bank Berhad, their respective connected and associated corporations, affiliates, their directors, officers, 

employees, agents and parties related or associated with any of them may have positions in, and may effect 

transactions in the securities mentioned herein and may also perform or seek to perform broking, investment  

banking/corporate advisory and other services for the subject companies. They may also have received 

compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and other 

services from the subject companies. 

 
Wong Ming Tek, Executive Director, ADBSR 

 

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company 

Regn No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and 

regulated by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced 

by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under 

Regulation 32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who 

is not an Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility 

for the contents of the report to such persons only to the extent required by law. Singapore recipients should 

contact DBS Bank Ltd at 6327 2288 for matters arising from, or in connection with the report. 

 

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd.  
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United 

Kingdom 

This report is produced by DBS Bank Ltd which is regulated by the Monetary Authority of Singapore.  

 

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd, ("DBSVUK"). DBSVUK is 

authorised and regulated by the Financial Conduct Authority in the United Kingdom.  

 

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected 

and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or 

duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBSVUK. This 

communication is directed at persons having professional experience in matters relating to investments. Any 

investment activity following from this communication will only be engaged in with such persons. Persons who do 

not have professional experience in matters relating to investments should not rely on this communication. 

 

Dubai 

International 

Financial 

Centre  

This research report is being distributed by DBS Bank Ltd., (DIFC Branch) having its office at units 608 - 610, 6th 

Floor, Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is 

regulated by The Dubai Financial Services Authority. This research report is intended only for professional clients 

(as defined in the DFSA rulebook) and no other person may act upon it. 

 

United Arab 

Emirates 

This report is provided by DBS Bank Ltd (Company Regn. No. 196800306E) which is an Exempt Financial Adviser as 

defined in the Financial Advisers Act and regulated by the Monetary Authority of Singapore. This report is for 

information purposes only and should not be relied upon or acted on by the recipient or considered as a 

solicitation or inducement to buy or sell any financial product. It does not constitute a personal recommendation 

or take into account the particular investment objectives, financial situation, or needs of individual clients. You 

should contact your relationship manager or investment adviser if you need advice on the merits of buying, selling 

or holding a particular investment. You should note that the information in this report may be out of date and it is 

not represented or warranted to be accurate, timely or complete. This report or any portion thereof may not be 

reprinted, sold or redistributed without our written consent. 

 

United States This report was prepared by DBS Bank Ltd.  DBSVUSA did not participate in its preparation.  The research 

analyst(s) named on this report are not registered as research analysts with FINRA and are not associated persons 

of DBSVUSA. The research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, 

communications with a subject company, public appearances and trading securities held by a research analyst. 

This report is being distributed in the United States by DBSVUSA, which accepts responsibility for its contents. This 

report may only be distributed to Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other 

institutional investors and qualified persons as DBSVUSA may authorize.  Any U.S. person receiving this report who 

wishes to effect transactions in any securities referred to herein should contact DBSVUSA directly and not its 

affiliate.  

 

Other 

jurisdictions 

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for 

qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such 

jurisdictions. 
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DBS Regional Research Offices 

 

HONG KONG 

DBS (Hong Kong) Ltd 

Contact: Carol Wu 

13th Floor One Island East, 

18 Westlands Road, 

Quarry Bay, Hong Kong 

Tel: 852 3668 4181 

Fax: 852 2521 1812 

e-mail: dbsvhk@dbs.com 

MALAYSIA 

AllianceDBS Research Sdn Bhd 

Contact: Wong Ming Tek 

19th Floor, Menara Multi-Purpose, 

Capital Square, 

8 Jalan Munshi Abdullah 50100 

Kuala Lumpur, Malaysia. 

Tel.: 603 2604 3333 

Fax:  603 2604 3921 

e-mail: general@alliancedbs.com 

Co. Regn No. 198401015984 (128540-U) 
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DBS Bank Ltd 
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Tel. 66 2 857 7831 
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