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Equity Research Summary: Taiwan Semiconductor Manufacturing (TSM)

Rating: BUY (7.55/10) | Price: $417.01 | 52-Week Range: $235.73-$479

1. Company Overview & Investment Thesis

Taiwan Semiconductor Manufacturing (TSMC) is the world's largest contract chipmaker, producing the advanced
processors that power smartphones, data centers, and artificial intelligence systems for customers like Apple and
Nvidia. As the dominant supplier of leading-edge chips, TSMC sits at the center of the Al infrastructure boom, giving it
a rare combination of scale, technology leadership, and pricing power. With demand for Al chips accelerating and
TSMC expanding aggressively across the U.S. and Europe, the company is well positioned to capture a multi-year
growth wave.

2. Fundamental Snapshot

* Valuation: Trailing P/E of ~30.7 and a more attractive forward P/E of ~24.6, reflecting expected earnings growth.
The forward multiple is reasonable for a company posting 20%+ revenue growth and industry-leading margins.

e Earnings trend: TSMC has beaten estimates in each of the last four quarters, and by widening margins — the
most recent quarter beat by +11.4% ($4.31 vs. $3.87 expected). This consistent outperformance signals strong
operational execution and conservative guidance.

* Revenue & margins: Most recent quarterly revenue grew +20.3% year-over-year, accelerating from +14.6%
the prior quarter. Gross margin is a robust 67.7%, with operating margin at 60.3% and net profit margin near 50%
— exceptional for a capital-intensive manufacturer.

* Balance sheet: Very healthy. With a debt-to-equity ratio of just 0.17 and a large cash position exceeding total
debt, TSMC is effectively in a strong net cash position, giving it ample flexibility to fund its enormous expansion
plans.

3. Technical Outlook

The stock trades at $417, sitting in the upper portion of its 52-week range ($235.73-$479) — roughly 77% of the way
up. This indicates strong momentum over the past year, with shares nearly doubling off their lows. Price action
reflects sustained buying interest tied to the Al theme.



» Resistance: The prior high near $479 is the key level to break for further upside.
e Support: Watch for near-term support in the low-$400s / high-$300s; the deeper lows near $235 represent
long-term downside floor.

Momentum appears to be building rather than fading, supported by rising earnings and analyst upgrades, though the
stock has come far and may see near-term consolidation.

4. News & Sentiment

Overall Sentiment: Bullish
Three key themes dominate recent coverage:

1. Al-driven growth: TSMC guided for 40%+ full-year 2026 revenue growth, cementing its role as the essential
supplier for Al chips from Nvidia, Broadcom, and others.

2. Global expansion: The company announced roughly $265-269B in investments across Arizona and its first
European factory. This strengthens its long-term position but has raised questions about near-term margin pressure
from higher overseas costs.

3. Institutional confidence: Prominent investors (e.g., David Tepper) and funds like Baron and Artisan continue to
praise TSMC's "stellar" results, though one analysis flagged the stock as possibly ~9% above fair value given rising
capex.

The market narrative is overwhelmingly positive: TSMC is viewed as the indispensable "picks and shovels" play on
Al, with analysts nearly unanimous (16 Buy, 1 Hold, 0 Sell) and an average price target of $552 — implying ~32.5%
upside.

5. Bottom Line

* Aerondight Systems Signal: BUY (7.55/10)

* Thesis: TSMC is the irreplaceable backbone of the Al chip supply chain, combining rapid growth, elite margins,
and a fortress balance sheet at a still-reasonable valuation.

« Key catalyst: Upcoming quarterly earnings and continued Al demand signals, alongside Apple's iPhone 18
launch cycle, which drives volume for TSMC's advanced nodes.

* Risk Level: Medium — Fundamentals and momentum are strong, but the stock is elevated within its range,
expansion is pressuring margins, and geopolitical risk around Taiwan remains an ever-present concern.
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