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e The earnings call turned out to be a mixed event. The market should welcome TSMC’s
upward revision in 2026E revenue (40%+ yoy now) and capex ($60-64b), but 2Q26A/3Q26E

Warren Lau GM fell below our and some bulls’ aggressive estimates, though still beating the guidance
+852 9181 4766 in 2Q26E. Without updated numerated guidance, TSMC’s updated 3yr capex (2026-28E) and
warren.lau@aletheia-capital.com Al revenue CAGR (high-50%s) are both higher than what the firm has expected. If TSMC’s

view is proven current, we believe TSMC can sustain well above 30%+ revenue CAGR, which
could accelerate in 2028E driven by more new capacity expansion in 2027E. TSMC remains
the cheapest leading logic-chip compute name in our coverage, trading at 17x/12x our
2027/28E P/E. We reiterate our BUY rating and TP of TWD3,500/$700.

e In terms of capex, TSMC raised its 2026E capex to $60-64b vs $56b guided last gtr. We
believe the key upside driver is related to ASML’s FY26E revenue guidance raise yesterday
(from €36-40b to €43-45b), which we believe partially driven from installation-based
revenue. We believe TSMC is undergoing the upgrade process of its installed EUV scanners
to gain higher throughput, which takes place in its existing fabs and is not constrained by
the new cleanroom. Management also indicated tool inflation, though we believe a price
hike is still more related to throughput improvement and to a lesser extent a like-to-like
price increase. For longer-term, TSMC indicated “more significantly higher than the past 3-
yr capex vs what they said 3mths ago”. This echoes our 2026-28E capex raise to $230-240b
from $220-230b.

s TSMCadded $100b capex planin the US and brings its US capex plan to $265h with 4x more
additional fabs planned. This is likely to be another 2x front-end wafer fabs and 2x back-
end fabs, in our view. At the same time, TSMC reiterated 13x new wafer fabs in Taiwan from
now and 3x new N3 fabs is under construction globally. As for back-end, R&D line for CoPoS
is ready, but it takes another year for technology to mature before entering HVM. We are
expecting CoPoS capacity to only increase more rapidly in 2028E, though we do not rule-
out a pull-in in 2H27E. Despite TSMC welcoming advance back-end capacity and
technology such as EMIB-T from other suppliers, which can help to open up more front-end
wafer business for TSMC because of its own constraints (in the back-end), we see TSMC
aggressively trying to gain this back in the next few years.

e For3Q26, sales guidance of $44.6-45.2h beat our/consensus $43-44b, but GM of 65-67% is
short of our bullish expectation of 68%+. N2 depreciation starts to hit margins by 3-4ppts.
OPM guidance is 56-58%. Net-net, GP and operating profit are in line with our expectation
and street consensus. For FY26, 40%+ revenue guidance suggests $50b+ revenue in 4Q26E,
another mid-to high-single digit above our and consensus estimates. As for 2Q26, sales of
$40.2b, GM of 67.7% and OPM of 60.3% all topped its guidance though margins are slightly
below our estimates. EPS was TWD27.5, +23% QoQ/+77% YoY and beat our/street
TWD26.5/24.3. Overseas fab, mainly in the US, started to hit GM by 2-3ppts in 2Q and will
expand to 3-4ppts overtime. For longer-term GM, we estimate the company can keep at
high-60%s GM, especially after its annual price hike.

Please refer to important disclosures and disclaimers at the end of this report. This report is intended solely for the subscriber.
Unauthorized sharing, distribution, or reproduction may violate applicable



TSMC

Upward Revision Continues

16 July 2026

Macro/Strategy

Global Strategy

Asianomics

Tech Thematic Strategy

Asia Equity Strategy

China Strategy

Tactical Alpha Strategy

Global Commodities

ALETHEIA

—— CAPITAL —

Alétheia Research Team

LEAD ANALYST

Jonathan Wilmot

Lr. Jim Walker

Keith Woolcock

David Scott

Vincent Chan

Justin Coliazo

Steven Schlegel

Sector LEAD ANALYST

Technology Hardware Warren Lau

Nirgunan
Tiruchelvam

Consumer & Internet

Eric Wen

China Technology

Telecoms Chris Hoare
CrossASEAN Angus Mackintosh

India ; Maulik Patel

MENA Jaap Meljer

Product Marketing Teams
Serving 300+ clients, 8,000+ touch points, in 20+ geographies with $15tr+ AUM

® AlPark
1201 962 0539

al.park&aletheia-capital.com

® Wayne Chang
1646 256 33486

wayne.chang@aletheia-capltal.com

@® Terrence Alford
1469 403 9936

® Llinda Gustafsson
44791 91 21 365

linda@nordlinkcapital.com

@® Daren Riley
44 748 31 59 865

daren.rlley@aletheia-capital.com

® Dhananjay Mahurkar
44 777 55 26 870

@® Michael Chambers ® Graeme Bateman
65 9858 9759 852 2534 7437

michael.chambersBaletheia-capital.com graeme.bateman@aletheia-capital.com

® Richard Wallace
852 2534 7429

richard.wallace@aletheia-capital.com

@® Augustine Chen
8869 2739 8793

ia-capital.com

terrence. a i ital.com




TSMC ....||||||||||||| ||||||I||“",
Upward Revision Continues ALETHEIA

- CAPITAL -

Firm Disclosures

Aletheia Capital Ltd ("Aletheia") is a limited company registered in Hong Kong, located at Unit 2407, World-Wide House, 19 Des
Voeux Road, Central, Hong Kong.

Aletheia Analyst Network Ltd (“AAN”) is a limited company registered in Hong Kong and is a wholly owned by Aletheia and is
regulated by the Hong Kong Securities and Futures Commission, is a registered investment advisor with the U.S. Securities and
Exchange Commission and is regulated by the Financial Conduct Authority, Firm Reference Number 794762.

Aletheia Capital (Singapore) Pte Ltd (“ACSG”) is a limited company registered in Singapore, UEN 201823248E, and is a wholly
owned by AAN and is an Exempt Financial Adviser as defined in the Financial Advisers Act.

This report was published by AAN and is distributed by AAN and ACSG. For investors in Singapore, this material is provided by
ACSG pursuant to Regulation 32C of the Financial Advisers Regulations. If there are any matters arising from, or in connection
with this material, please contact ACSG, Level 39, MBFC Tower 2, 10 Marina Blvd, Singapore 018983.

Additional information will be made available upon request.

Analyst Certification and Disclosures

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the
analyst(s) with regard to any and all of the subject securities and companies mentioned in this report and (ii) no part of the
compensation of the analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendation or views
expressed by that analyst herein.

The analyst(s) named in this report (or their associates) does not have a financial interest in the corporation(s) mentioned in
this report.

Disclaimer

This report is for the use of intended recipients only and may not be reproduced, in whole or in part, or delivered or transmitted
to any other person without our prior written consent. By accepting this report, the recipient agrees to be bound by the terms
and limitations set out herein. The report is prepared for professional investors only whose business involves the acquisition,
disposal or holding of securities, whether as principal or agent and must not be re-distributed to retail clients. The information
contained in this report has been obtained from public sources believed to be reliable and the opinions contained herein are
expressions of belief based on such information. Except as expressly set forth herein or in recipient’s subscription agreement,
no representation or warranty, express or implied, is made that such information or opinions is accurate, complete or verified
and it should not be relied upon as such. Nothing in this report constitutes a representation that any investment strategy or
recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes
a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement, a
prospectus or other offering document or an offer or a solicitation to buy or sell any securities or related financial instruments
in any jurisdiction. Information and opinions contained in this report are published for the reference of the recipients and are
not to be relied upon as authoritative or without the recipient’s own independent verification or taken in substitution for the
exercise of the recipient’s own judgement. All opinions contained herein constitute the views of the analyst(s) named in this
report, they are subject to change without notice and are not intended to provide the sole basis of any evaluation of the subject
securities and companies mentioned in this report. Any reference to past performance should not be taken as an indication of
future performance. Except in the case of fraud, gross negligence or willful misconduct, or except as otherwise set forth in
recipient’s subscription agreement, the firm does not accept any liability whatsoever for any direct or consequential loss arising
from any use of the materials contained in this report.

© 2026 Aletheia Capital Ltd

16 July 2026 3



