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Share Price: NT$121.0, Date of Price: (16 Apr 14), Bloomberg 2330 TT, Reuters 2330.TW
(Year-end Dec, NT$ B) FY12 FY13 FY14E FY15E FY12 FY13 FY14E FY15E

Revenue 506.2 597.0 706.4 790.8 P/E (x) 18.9 16.7 14.0 12.6 52-Week range NT$ 122.5-92.9
Operating profit 181.1 209.4 254.7 283.5 P/B (x) 4.3 3.7 3.1 2.7 Share out'g 25,929M
EBITDA 312.4 365.6 462.7 521.4 EV/EBITDA (x) 9.9 8.5 6.8 5.7 Avg daily volume 41.8M
Pre-tax profit 181.6 215.5 259.8 288.8 FCF/Mkt cap (%) 1.1 2.2 1.4 9.0 Avg daily val (US$) 153.4M

Adjusted net profit 166.2 188.1 224.5 248.3 Price target Local Free float 86.6%

Profit growth (%) 23.8 13.2 19.3 10.6 PT (31-Dec-14) NT$ 140.0 Market cap (US$) 104.0B
EPS (NT$)* 6.41 7.26 8.66 9.57 Diff from consensus 6.0% Exchange rate NT$ 30.17/US$1

BVPS (NT$, yr-end) 27.90 32.69 39.09 45.17 Index (TWSE) 8923.82

Cash dividend yield (%) 2.5 2.5 2.5 2.9 Quarterly EPS (NT$) 1Q 2Q 3Q 4Q

ROE (%) 22.9 22.2 22.1 21.2 FY13 1.53 2.00 2.00 1.73
Net debt/equity (%) -4.5 -2.1 0.3 -15.4 FY14E 1.83 1.83 2.61 2.38

FY15E 2.35 2.36 2.59 2.27

Source: Company data, Bloomberg, J.P. Morgan estimates.

See page 9 for analyst certification and important disclosures, including non-US analyst disclosures.
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that 
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a 
single factor in making their investment decision.
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With a 3% increase in our FY14 earnings estimate and a shift of our 
investment horizon to Dec-14, we raise our PT on TSMC to NT$140 (15x 
FY15E earnings, the long-run average P/E) due to an earlier-than-expected 
inventory cycle, strong 20nm demand pickup in the next two quarters and a 
potential gross margin pickup in 2014 despite a rise in depreciation expense. 
We also model an increase in dividends in 2015 after eight years of flat 
payouts, now that capex intensity is declining. We expect the Street to raise 
estimates following TSMC’s analyst meeting on April 17. 

 Gross margins likely the next area of upside: With 1Q14 GMs already 
likely to beat guidance and strong ASP increases kicking in due to the 20nm 
ramp in 2H14, we expect TSMC’s GM profile to improve in 2014 (we now 
model 48% GMs in 2014). A weakening TWD is also helpful to the lift in 
gross margins in 2014, in our view. 

 20nm tracking well, with QCOM also on board from 4Q14; 16nm 
FinFET plus sees good traction: We expect 20nm demand to progress
very strongly from 3Q14 on (primarily Apple) and follow through demand 
from QCOM (in 4Q14 and 1Q15) that is likely to sustain utilizations at high 
levels. Early traction for 16nm FinFET plus also appears quite good among 
fabless vendors, although the volume ramp is likely to be in 2Q15 (one 
quarter later). The recent weakness in China smartphone data is an 
incremental negative, but is offset by the rapid increase in low-end 
smartphone semiconductor content per device (MTK saw a 15% qoq 
increase in ASPs due to Octa-core). 

 Key questions for analyst meeting: (1) Design traction on 16 FinFET plus 
vs. FinFET: Are most customers going for the “Plus” version, and what 
impact could it have on 16nm timing? (2) ASML indicated uncertainty in 
FinFET designs and better progress in EUV: Sounds opposite to the 
direction TSMC indicated in January? (3) What are the prospects of second-
wave demand at future nodes like 20nm or 16nm FF? Will this substantially 
alter the foundry model and ROE (migrate most capacity to leading edge)?
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Key catalyst(s) for the stock price: Upside risks to our view: Downside risks to our view:

 Inventory correction over 
 20nm wafer starts under way, with meaningful 

upside in 2Q14
 QCOM on 20nm in 4Q14
 28nm HKMG demand stays strong
 GM margin upside
 Good traction for 16nm FinFET plus

 Better-than-expected yield curve demand for 20nm 
node 

 Limited competition headwinds at 28nm 
 Better-than-expected global end demand

 Slowdown in mobile device growth 

 Intel’s abandoning ATOM and stepping headlong into 
ARM Foundry

Key financial metrics (in NT$ mn) FY12A FY13A FY14E FY15E Valuation and price target basis

Revenues 506,249 597,024 706,390 790,814 With a 3% increase in FY14E earnings and a shift of our investment 
horizon to Dec-14, we raise our PT on TSMC to NT$140 (15x FY15E 
earnings, the long-run average P/E) due to an earlier-than-expected 
inventory cycle, strong 20nm demand pickup in the next two quarters 
and a potential gross margin pickup in 2014 despite a rise in 
depreciation expense.

Our Dec-14 PT of NT$140 translates into a 3.1x FY15E P/B for a 
company generating 21% ROE, at the higher end of its historical price-
to-book range.  

Our previous Jun-14 PT of NT$130 was also based on a 15x 12-
month forward P/E.

Revenue growth (%) 19% 18% 18% 12%

OP profit 181,057 209,429 254,698 283,509

OP margin (%) 35.8% 35.1% 36.1% 35.9%

Tax rate (%) 9% 13% 14% 14%

Net profit 166,159 188,147 224,455 248,252

EPS (NT$) 6.41 7.26 8.66 9.57

EPS growth (%) 24% 13% 19% 11% Revenue by application (as of 4Q13)

DPS (NT$) 3.0 3.0 3.0 3.5

BVPS (NT$) 27.90 32.69 39.09 45.17

Operating cash flow 294,337 400,009 344,329 486,189

Free cash flow 35,833 68,691 44,113 281,618

Interest cover (X) 177.43 79.13 82.50 123.36

Net margin (%) 32.8% 31.5% 31.8% 31.4%

Sales/assets (X) 58.5% 53.8% 54.1% 56.8%

Net debt/equity (%) -4.5% -2.1% 0.3% -15.4%

ROE (%) (single year) 22.9% 22.2% 22.1% 21.2%

Key model assumptions FY12A FY13P FY14E FY15E

Capacity (‘000 wafers, 8” equ) 15,090 16,703 18,613 19,846

Shipment (‘000 wafers, 8” equ) 14,045 15,666 17,393 18,867

Shipment utilization (%) 93 94 93 95

Wafer ASP (US$) 1,204 1,284 1,360 1,406

Source: Bloomberg, Company and J.P. Morgan estimates. Source: Bloomberg, Company and J.P. Morgan estimates. 

Sensitivity analysis OP Impact EPS Impact JPMe vs. consensus, change in estimates

Sensitivity to FY14E FY15E FY14E FY15E EPS FY14E FY15E

1% chg in shipment growth 3% 3% JPMe old 8.40 9.44

1% chg in ASP growth 3% 3% JPMe new 8.66 9.57

1% chg in FX 3% 3% % chg 3% 1%

FY14 JPMe assumptions – shipment growth 11%, ASP growth 6%, USD:TWD = 30.1 Consensus 8.36 9.23

Source: Bloomberg, Company and J.P. Morgan estimates. Source: Bloomberg, Company and J.P. Morgan estimates. 
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Table 1: TSMC – 1Q14 preview

NT$ in billions, EPS in NT$, Year-end Dec

1Q14 JPMe 1Q14 consensus* Variance 4Q13 Q/Q 1Q13 Y/Y
Revenues 148.2 142.5 4% 145.8 2% 132.8 12%
Gross profit 69.6 65.2 7% 64.9 7% 60.8 15%
Operating profit 51.8 47.5 9% 47.8 9% 44.4 17%
Net profit 47.5 42.4 12% 44.8 6% 39.6 20%
EPS (NT$) 1.83 1.67 10% 1.73 6% 1.53 20%
Gross margin 47.0% 45.8% 120bps 44.5% 249bps 45.8% 0bps
OPM 35.0% 33.4% 162bps 32.8% 223bps 33.5% -10bps
Net margin 32.0% 29.8% 226bps 30.7% 132bps 29.8% -2bps

Source: Company data, Bloomberg*, J.P. Morgan estimates.

Estimate revisions

Table 2: TSMC – Quarterly estimate revisions 
NT$ in billions, EPS in NT$, Year-end Dec

Revised Prior Change (%)

1Q14E 2Q14E 3Q14E 1Q14E 2Q14E 3Q14E 1Q14E 2Q14E 3Q14E
Revenues 148.2 170.4 197.6 136.9 163.3 196.6 8% 4% 1%
Gross profit 69.6 79.8 98.6 61.2 73.8 97.6 14% 8% 1%
Gross margins 47.0% 46.9% 49.9% 44.7% 45.2% 49.7% 231bps 166bps 22bps
Operating profit 51.8 59.4 75.1 44.5 54.2 74.2 17% 10% 1%
OPM 35.0% 34.9% 38.0% 32.5% 33.2% 37.8% 251bps 166bps 22bps
EBITDA 97.3 111.4 129.4 89.9 107.0 128.2 8% 4% 1%
Net profit 47.5 47.5 67.6 40.8 41.4 67.0 16% 15% 1%
EPS (NT$) 1.83 1.83 2.61 1.58 1.60 2.58 16% 15% 1%
Operating assumptions

Capacity (‘000 wafers, 8" equ) 4,367 4,569 4,765 4,367 4,569 4,765 0% 0% 0%
Shipment (‘000 wafers, 8" equ) 3,845 4,343 4,753 3,592 4,180 4,768 7% 4% 0%
Shipment utilization (%) 88 95 100 82 91 100 580bps 357bps -32bps
Wafer ASP (US$) 1,280 1,316 1,395 1,279 1,311 1,384 0% 0% 1%

Source: Company data, J.P. Morgan estimates.

Table 3: TSMC – Annual estimate revisions 
NT$ in billions, EPS in NT$, Year-end Dec

Revised Prior Change (%)
FY13A FY14E FY15E FY13E FY14E FY15E FY13E FY14E FY15E

Revenues 597.0 706.4 790.8 597.0 696.6 784.7 0% 1% 1%
Gross profit 280.9 339.3 376.8 280.9 332.4 373.5 0% 2% 1%
Gross margins 47.1% 48.0% 47.6% 47.1% 47.7% 47.6% 0bps 32bps 5bps
Operating profit 209.4 254.7 283.5 209.4 248.7 280.7 0% 2% 1%
OPM 35.1% 36.1% 35.9% 35.1% 35.7% 35.8% 0bps 36bps 7bps
EBITDA 365.6 462.7 521.4 367.2 456.5 515.7 0% 1% 1%
Net profit 188.1 224.5 248.3 188.1 217.7 244.7 0% 3% 1%
EPS (NT$) 7.26 8.66 9.57 7.26 8.40 9.44 0% 3% 1%

Operating assumptions
Capacity (‘000 wafers, 8" equ) 16,703 18,613 19,846 16,703 18,613 19,902 0% 0% 0%
Shipment (‘000 wafers, 8" equ) 15,666 17,393 18,867 15,666 17,188 18,958 0% 1% 0%
Shipment utilization (%) 94 93 95 94 92 95 0bps 110bps -19bps
Wafer ASP (US$) 1,284 1,360 1,406 1,284 1,360 1,389 0% 0% 1%

Source: Company data, J.P. Morgan estimates.
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Figure 1: TSMC – 12-month forward P/B trend

Source: Company data, Bloomberg and J.P. Morgan calculations.

Figure 2: TSMC – 12-month forward P/E trend  

Source: Company data, Bloomberg and J.P. Morgan calculations.

P/E and P/B band charts 

Figure 3: TSMC – 12-month forward P/E bands

Source: Company data, Bloomberg and J.P. Morgan calculations.

Figure 4: TSMC – Trailing P/E bands

Source: Company data, Bloomberg and J.P. Morgan calculations.

Figure 5: TSMC – 12-month forward P/B bands

Source: Company data, Bloomberg and J.P. Morgan calculations.

Figure 6: TSMC – Trailing P/B bands

Source: Company data, Bloomberg and J.P. Morgan calculations.
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TSMC – Earnings model

FY13 FY14E FY15E
NT$ in billions. Year-end Dec 1Q 2Q 3Q 4Q 1QE 2QE 3QE 4QE 1QE 2QE 3QE 4QE FY11 FY12 FY13 FY14E FY15E
Sales 132.8 155.9 162.6 145.8 148.2 170.4 197.6 190.2 186.1 207.0 205.5 192.2 427.1 506.2 597.0 706.4 790.8
COGS -72.0 -79.5 -83.7 -80.9 -78.6 -90.6 -99.0 -98.9 -97.6 -104.2 -107.4 -104.9 -233.0 -262.7 -316.1 -367.1 -414.0
  Depreciation -36.5 -38.1 -40.4 -41.2 -45.5 -52.0 -54.4 -56.1 -58.6 -58.2 -60.0 -61.0 -107.7 -131.3 -156.2 -208.0 -237.9
Gross profit 60.8 76.4 78.9 64.9 69.6 79.8 98.6 91.3 88.5 102.8 98.2 87.3 194.1 243.6 280.9 339.3 376.8
Operating expense -16.3 -18.8 -19.3 -17.1 -17.8 -20.4 -23.5 -22.8 -21.9 -24.6 -24.2 -22.6 -52.5 -62.5 -71.5 -84.6 -93.3
   SG&A -5.7 -6.9 -5.9 -4.9 -5.9 -6.8 -7.7 -7.6 -7.4 -8.2 -8.1 -7.6 -18.7 -22.1 -23.4 -28.1 -31.4
   R&D -10.7 -11.9 -13.4 -12.2 -11.9 -13.6 -15.8 -15.2 -14.5 -16.4 -16.0 -15.0 -33.8 -40.4 -48.1 -56.5 -61.9
Operating (EBIT) 44.4 57.6 59.6 47.8 51.8 59.4 75.1 68.4 66.6 78.3 74.0 64.7 141.6 181.1 209.4 254.7 283.5
Net interest income (expense) -0.1 -0.1 -0.3 -0.2 -0.2 -0.3 -0.2 -0.2 -0.2 0.1 0.3 0.3 0.9 0.6 -0.8 -0.9 0.5
Net other income (expense) 1.5 2.5 0.0 2.8 1.1 2.6 1.1 1.2 1.2 1.2 1.2 1.2 2.7 -0.1 6.9 6.0 4.8
Pre-tax profit 45.7 60.0 59.3 50.4 52.8 61.7 76.0 69.4 67.6 79.6 75.5 66.2 145.1 181.6 215.5 259.8 288.8
Tax credit (expense) -6.2 -8.3 -7.4 -5.6 -5.3 -14.2 -8.4 -7.6 -6.8 -18.3 -8.3 -7.3 -10.7 -15.6 -27.5 -35.5 -40.6
Net profit  39.6 51.8 52.0 44.8 47.5 47.5 67.6 61.8 60.8 61.3 67.2 58.9 134.2 166.2 188.1 224.5 248.3
Adjusted O/S (B) 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9 25.9
New Taiwan GAAP EPS (NT$) 1.53 2.00 2.00 1.73 1.83 1.83 2.61 2.38 2.35 2.36 2.59 2.27 5.18 6.41 7.26 8.66 9.57
Key assumption
Capacity (‘000 wafers, 8" equ.) 3,944 4,067 4,320 4,372 4,367 4,569 4,765 4,912 4,894 4,958 4,983 5,011 13,221 15,090 16,703 18,613 19,846
Shipment (‘000 wafers, 8" equ.) 3,570 4,034 4,194 3,868 3,845 4,343 4,753 4,451 4,377 4,919 4,981 4,591 12,549 14,045 15,666 17,393 18,867
Shipment utilization (%) 91 99 97 88 88 95 100 91 89 99 100 92 95 93 94 93 95
Wafer ASP (US$) 1,253 1,289 1,305 1,285 1,280 1,316 1,395 1,434 1,426 1,412 1,384 1,405 1,135 1,204 1,284 1,360 1,406
Margins (%)
Gross 45.8 49.0 48.5 44.5 47.0 46.9 49.9 48.0 47.6 49.7 47.8 45.4 45.4 48.1 47.1 48.0 47.6
Operating 33.5 37.0 36.7 32.8 35.0 34.9 38.0 36.0 35.8 37.8 36.0 33.7 33.1 35.8 35.1 36.1 35.9
EBITDA 61.0 61.4 61.5 61.0 65.7 65.4 65.5 65.5 67.3 65.9 65.2 65.4 58.4 61.7 61.2 65.5 65.9
Net 29.8 33.2 32.0 30.7 32.0 27.9 34.2 32.5 32.7 29.6 32.7 30.6 31.4 32.8 31.5 31.8 31.4
Growth (%, Q/Q)
Shipment  0 13 4 -8 -1 13 9 -6 -2 12 1 -8
ASP 1 3 1 -2 0 3 6 3 -1 -1 -2 1
Sales 1 17 4 -10 2 15 16 -4 -2 11 -1 -6
Gross profit -2 26 3 -18 7 15 23 -7 -3 16 -5 -11
EBIT -4 30 3 -20 9 15 26 -9 -3 18 -5 -13
Net profit  -5 31 0 -14 6 0 42 -9 -2 1 10 -12
EPS -5 31 0 -14 6 0 42 -9 -2 1 10 -12
Growth (%, Y/Y)
Shipment  22 9 9 9 8 8 13 15 14 13 5 3 6 12 12 11 8
ASP 4 12 7 3 2 2 7 12 11 7 -1 -2 4 6 7 6 3
Sales 26 22 15 11 12 9 22 30 26 22 4 1 2 19 18 18 12
Gross profit 21 23 14 5 15 4 25 41 27 29 0 -4 -6 26 15 21 11
EBIT 25 23 13 3 17 3 26 43 28 32 -1 -5 -11 28 16 22 11
Net profit  18 24 5 8 20 -8 30 38 28 29 -1 -5 -17 24 13 19 11
EPS 18 24 5 8 20 -8 30 38 28 29 -1 -5 -17 24 13 19 11

Source: Company data and J.P. Morgan estimates.
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Investment Thesis, Valuation and Risks

TSMC (Overweight; Price Target: NT$140.0)

Investment Thesis 

We expect TSMC’s sales to grow 18% Y/Y in 2014, with strong growth in 20nm 
(20%+ of revenues exiting 2014) and 28nm (from the rapid conversion of customers 
from Poly SiON to High-K Metal gate). TSMC expects strong growth from the 
mobile market even in 2014, with 35% growth in its mobile revenues, and increased
market share in mobile silicon (non-memory) to 47%, up 200 bps from 2013.

Even with a 30%+ hike in deprecation in 2014, TSMC expects structural gross 
margins to remain intact (~50%) due to a strong blended ASP increase and rigid cost 
control. With capital intensity coming down meaningfully from 2015, we believe that 
TSMC could increase cash dividend payouts, as well.

Valuation

With a 3% increase in our FY14 earnings estimate and a shift of our investment 
horizon to Dec-14, we raise our PT on TSMC to NT$140 (15x FY15E earnings, the 
long-run average P/E) due to an earlier-than-expected inventory cycle, strong 20nm 
demand pickup in the next two quarters and a potential gross margin pickup in 2014 
despite a rise in depreciation expense.

Our Dec-14 PT of NT$140 translates into a 3.1x FY15E P/B for a company 
generating 21% ROE, at the higher end of its historical price-to-book range.

Our previous Jun-14 PT of NT$130 was also based on a 15x 12-month forward P/E.

Risks to Rating and Price Target

Key downside risks to our rating and PT include: (1) a slowdown in mobile device 
growth; and (2) Intel’s abandoning ATOM and stepping headlong into ARM 
Foundry.
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TSMC: Summary of Financials
Income Statement Ratio Analysis
NT$ in millions, year end Dec FY12 FY13 FY14E FY15E NT$ in millions, year end Dec FY12 FY13 FY14E FY15E

Revenues 506,249 597,024 706,390 790,814 Gross margin 48.1% 47.1% 48.0% 47.6%
Cost of goods sold (262,654) (316,079) (367,123) (414,019) Operating Margin 35.8% 35.1% 36.1% 35.9%

Gross Profit 243,595 280,946 339,267 376,795 EBITDA margin 61.7% 61.2% 65.5% 65.9%
R&D expenses (40,402) (48,118) (56,511) (61,891) Net margin 32.8% 31.5% 31.8% 31.4%

SG&A expenses (22,136) (23,398) (28,058) (31,395) R&D/sales 8.0% 8.1% 8.0% 7.8%
Operating profit (EBIT) 181,057 209,429 254,698 283,509
EBITDA 312,406 365,611 462,692 521,399 Sales growth 18.5% 17.9% 18.3% 12.0%

Interest income 1,645 1,836 2,164 2,815 Operating profit growth 27.9% 15.7% 21.6% 11.3%
Interest expense (1,020) (2,647) (3,087) (2,298) Net profit growth 23.8% 13.2% 19.3% 10.6%
Investment income (loss) 2,029 4,478 4,543 4,775 EPS (adjusted) growth 23.8% 13.2% 19.3% 10.6%

Non-operating Income (expense) (2,156) 2,390 1,500 0 Interest coverage (x) 177.4 79.1 82.5 123.4
Earnings before tax 181,554 215,487 259,818 288,801 Net debt to equity (4.5%) (2.1%) 0.3% (15.4%)
Income tax (15,590) (27,468) (35,455) (40,642)

Minority interest & extraordinaries 195 128 92 92 Days receivable 33.7 38.0 42.9 43.6
Net income (reported) 166,159 188,147 224,455 248,252 Days inventory 43.5 43.5 42.1 41.7
Net income (adjusted) 166,159 188,147 224,455 248,252 Days payable 18.8 18.2 16.5 14.9

Cash cycle 58.4 63.3 68.5 70.3
EPS (adjusted) 6.41 7.26 8.66 9.57
BVPS 27.9 32.7 39.1 45.2 Asset turnover 58.5% 53.8% 54.1% 56.8%
DPS (cash only) 3.00 3.00 3.00 3.50 ROE (single yr) 22.9% 22.2% 22.1% 21.2%
Adjusted O/S (M) 25,921 25,927 25,929 25,929

Balance sheet Cash flow statement

NT$ in millions, year end Dec FY12 FY13 FY14E FY15E NT$ in millions, year end Dec FY12 FY13 FY14E FY15E

Cash and cash equivalents 150,918 245,343 201,220 314,880 Net income 166,159 188,147 224,455 248,252
Accounts receivable 52,279 72,163 93,914 94,894 Depr. & amortization 131,349 156,182 207,994 237,890
Inventories 37,830 37,495 47,122 47,507 Change in receivables (11,209) (19,884) (21,751) (980)
Other current assets 11,261 3,486 4,291 4,321 Change in inventory (12,990) 336 (9,627) (386)
Total current assets 252,289 358,487 346,546 461,603 Change in payables 3,380 1,120 400 370

Other adjustments 17,648 74,109 (57,142) 1,044

Long term investments 65,786 89,184 93,727 98,502 Cash flow from operations 294,337 400,009 344,329 486,189
Gross PPE 1,498,750 1,669,956 2,071,543 2,310,043
Accumulated depreciation (1,000,285) (1,149,464) (1,365,229) (1,603,118) Capex (258,504) (331,318) (300,216) (204,571)
Others 19,430 22,719 22,719 22,719 Purchase (sale) of investments (31,328) (23,397) (4,543) (4,775)
Total Assets 955,035 1,263,055 1,347,880 1,434,393 Other adjustments 4,741 (3,288) 0 0

Cash flow from investing (285,091) (358,004) (304,759) (209,346)

Short-term loans 35,757 15,645 14,081 9,238 Free cash flow 35,833 68,691 44,113 281,618
Accounts payable 15,239 16,359 16,758 17,129
Accrued expenses & other CL 91,440 157,774 101,437 102,511 Equity raised/(repaid) 82 42 1 0
Total current liabilities 142,436 189,778 132,276 128,878 Debt raised/(repaid) 63,571 109,311 (22,723) (70,330)
Long-term debt 82,161 211,584 190,425 124,938 Dividends paid (77,944) (77,901) (77,878) (90,843)
Total Liabilities 229,281 415,280 334,038 263,050 Other adjustments 5,535 21,096 17,001 (1,918)

Cash flow from financing (8,756) 52,548 (83,600) (163,090)
Shareholder's equity 725,754 847,775 1,013,842 1,171,343
Total Liabilities and Shareholder Equity 955,035 1,263,055 1,347,880 1,434,393 Net change in cash 491 94,553 (44,030) 113,752

Beginning cash 150,622 150,918 245,343 201,220
Ending cash 151,113 245,470 201,312 314,972

Source: Company reports and J.P. Morgan estimates.
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JPM Q-Profile
Taiwan Semiconductor Manufacturing Co., Ltd. (TAIWAN / Information Technology)
As Of: 11-Apr-2014 Quant_Strategy@jpmorgan.com

Local Share Price Current: 119.00 12 Mth Forward EPS Current: 8.58

Earnings Yield (& local bond Yield) Current: 7% Implied Value Of Growth* Current: -14.77%

PE (1Yr Forward) Current: 13.9x Price/Book Value Current: 3.6x

ROE (Trailing) Current: 23.96 Dividend Yield (Trailing) Current: 2.53

Summary

Taiwan Semiconductor Manufacturing Co., Ltd. 102584.79 As Of:

TAIWAN 117.68772 SEDOL 6889106 Local Price: 119.00

Information Technology Semiconductors & Semiconductor EPS: 8.58

Latest Min Max Median Average 2 S.D.+ 2 S.D. - % to Min % to Max % to Med % to Avg
12mth Forward PE 13.88x 9.24 46.92 14.14 16.99 31.08 2.89 -33% 238% 2% 22%
P/BV (Trailing) 3.64x 2.16 13.20 3.40 4.31 9.32 -0.69 -41% 263% -7% 19%

Dividend Yield (Trailing) 2.53 0.00 7.43 3.36 2.62 6.87 -1.63 -100% 193% 33% 4%

ROE (Trailing) 23.96 6.39 34.04 22.97 21.74 36.70 6.79 -73% 42% -4% -9%

Implied Value of Growth -14.8% -0.41 0.77 0.00 0.11 0.74 -0.52 -178% 622% 103% 175%

Source: Bloomberg, Reuters Global Fundamentals, IBES CONSENSUS, J.P. Morgan Calcs * Implied Value Of Growth = (1 - EY/Cost of equity) where cost of equity =Bond Yield + 5.0% (ERP)

11-Apr-14
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research 
analysts are primarily responsible for this report, the research analyst denoted by an “AC” on the cover or within the document 
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of 
any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per 
KOFIA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or 
intervention.

Important Disclosures

  Client: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: TSMC.

  Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following 
company(ies) as clients, and the services provided were non-investment-banking, securities-related: TSMC.

  Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients, 
and the services provided were non-securities-related: TSMC.

  Investment Banking (next 3 months): J.P. Morgan expects to receive, or intends to seek, compensation for investment banking 
services in the next three months from TSMC.

  Non-Investment Banking Compensation: J.P. Morgan has received compensation in the past 12 months for products or services 
other than investment banking from TSMC.

Company-Specific Disclosures: Important disclosures, including price charts, are available for compendium reports and all J.P. Morgan–
covered companies by visiting https://jpmm.com/research/disclosures, calling 1-800-477-0406, or e-mailing 
research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative Research teams may 
screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-0406 or e-mail 
research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price 
(NT$)

Price Target 
(NT$)

16-Oct-06 OW 64.0 75.0

25-Jan-07 OW 69.9 89.0

26-Jul-07 OW 67.5 88.0

22-Aug-07 N 60.3 63.0

07-Oct-07 OW 64.4 80.0

16-Mar-08 OW 60.5 69.0

24-Apr-08 OW 64.0 73.0

27-May-08 OW 64.8 76.0

15-Jul-08 OW 60.0 72.0

11-Sep-08 OW 53.4 69.0

07-Oct-08 OW 49.5 56.0

31-Oct-08 OW 44.7 53.0

17-Nov-08 N 41.5 35.0

02-Dec-08 N 37.8 32.0

21-Jan-09 N 39.4 37.0

23-Jan-09 N 40.0 35.0

10-Mar-09 N 48.0 43.0

14-Apr-09 N 52.2 45.0

01-May-09 N 54.9 50.0

26-Jul-09 N 57.6 56.0

30-Jul-09 OW 56.5 65.0

07-Oct-09 OW 62.4 72.0

17-Jan-10 OW 62.9 75.0

05-Jul-10 OW 61.4 80.0

07-Dec-10 OW 68.5 88.0

13-Jul-11 N 72.2 77.0

04-Jan-12 OW 75.7 90.0

0

33

66

99

132

165

198

Price(NT$)

Oct
06

Apr
08

Oct
09

Apr
11

Oct
12

Apr
14

  

TSMC (2330.TW, 2330 TT) Price Chart

OW NT$80OW NT$76OW NT$56N NT$32N NT$43N NT$56 OW NT$99 OW NT$135OW NT$130

OW NT$89N NT$63OW NT$73OW NT$69N NT$35N NT$35N NT$50OW NT$72 OW NT$96OW NT$110OW NT$125OW NT$125

OW NT$75OW NT$88OW NT$69OW NT$72OW NT$53N NT$37N NT$45OW NT$65OW NT$75OW NT$80OW NT$88N NT$77OW NT$90OW NT$96OW NT$120OW NT$130

Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.

Initiated coverage Oct 16, 2006.
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mailto:research.disclosure.inquiries@jpmorgan.com
https://jpmm.com/research/disclosures
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13-Mar-12 OW 81.3 96.0

26-Apr-12 OW 84.2 99.0

19-Jul-12 OW 74.8 96.0

18-Sep-12 OW 85.7 110.0

09-Jan-13 OW 100.0 120.0

18-Apr-13 OW 99.9 125.0

11-Jun-13 OW 108.5 135.0

19-Jul-13 OW 105.5 130.0

30-Aug-13 OW 96.8 125.0

17-Oct-13 OW 107.0 130.0

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire 
period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if 
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy 
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a 
recommendation or a rating. In our Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is 
compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it does not appear 
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research 
website, www.jpmorganmarkets.com. 

Coverage Universe: Park, JJ: LG Display (034220.KS), LG Electronics (066570.KS), Panasonic (6752) (6752.T), SK Hynix 
(000660.KS), Samsung Electronics (005930.KS), Samsung SDI (006400.KS), Sony (6758) (6758.T), TSMC (2330.TW)

Hariharan, Gokul: ASE (2311.TW), ASUSTek Computer (2357.TW), Acer Inc (2353.TW), Delta Electronics, Inc. (2308.TW), Hon Hai 
Precision (2317.TW), Lenovo Group Limited (0992.HK), Pegatron Corp (4938.TW), Quanta Computer Inc. (2382.TW), SMIC 
(0981.HK), SPIL (2325.TW), UMC (2303.TW)

J.P. Morgan Equity Research Ratings Distribution, as of March 31, 2014

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage 44% 44% 11%
IB clients* 58% 49% 40%

JPMS Equity Research Coverage 45% 48% 7%
IB clients* 78% 67% 60%

*Percentage of investment banking clients in each rating category.
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table 
above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered 
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst 
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based 
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues. 

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of JPMS, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMS, 
and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account.

Other Disclosures 
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All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is 
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales 
representative.

Options related research: If the information contained herein regards options related research, such information is available only to persons who have 
received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options, 
please contact your J.P. Morgan Representative or visit the OCC's website at http://www.optionsclearing.com/publications/risks/riskstoc.pdf 
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