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Field Assessment

Company Taiwan Semiconductor Manufacturing Company Limited

Ticker 2330.TW / TSM ADR

Primary Asset / Network Leading-edge foundry capacity, advanced packaging, N2/N3/N5 process nodes,
CoWoS, global fab network

Zerion Classification Paradigm Enabler / Critical Infrastructure Bottleneck / Strategic Industrial Aligner

Paradigm AI compute scaling, advanced-node semiconductor manufacturing, heterogeneous
integration, and geopolitical supply-chain localization

Report Status Initial PAR draft; not investment advice

Investment Objective Lens: TSMC is already a very large company. The 5x / 10x question must be treated
as a valuation-and-scale hurdle, not merely a paradigm-quality question. Zerion analysis seeks credible
exponential opportunities while requiring inversion discipline around valuation, geopolitical risk, and
realization risk.
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1. Executive Summary
TSMC is one of the strongest public-market examples of a Paradigm Enabler. It does not create the
end-user AI applications, but it controls a critical physical layer through which AI, high-performance
computing, mobile, automotive, cloud, and advanced electronics scale. In Zerion terms, TSMC is not
merely exposed to the AI paradigm; it owns one of the bottlenecks that allows the paradigm to become
economically real.

The company's current evidence base is unusually strong. In Q2 2026, TSMC reported NT$1.270 trillion
in revenue, NT$706.56 billion in net income, and NT$27.25 EPS, with revenue up 36.0% year over year
and net income up 77.4% year over year. In U.S. dollars, Q2 revenue was US$40.20 billion. Gross margin
was 67.7%, operating margin 60.3%, and net profit margin 55.6%. [S1]

Under the Zerion framework, TSMC scores extremely well on Paradigm Strength, Commercial Readiness,
Ecosystem Potential, and EPC. Its central investment question is not whether TSMC is aligned with the
semiconductor / AI infrastructure paradigm. It clearly is. The harder question is whether a company
already valued near the US$2 trillion level can still compound into a 5x or 10x opportunity from here.
TSMC's official investor page listed market capitalization at NT$63.9 trillion, or US$2.0 trillion, as of July
31, 2026. [S3]

Initial Zerion View: TSMC is a top-tier PAR asset with strong PAM and strong CFF, but it is more likely a
high-quality 2x-5x compounder than a clean 10x candidate from the current valuation base. The 10x case
requires an extreme outcome: TSMC becoming the indispensable manufacturing layer for a much larger
global compute economy.

2. Current Market Snapshot
Metric Snapshot

ADR ticker TSM

Latest ADR price snapshot US$412.09 on August 20, 2026, 08:47 UTC [S4]

Official TSMC market capitalization
reference NT$63.9 trillion, or US$2.0 trillion, as of July 31, 2026 [S3]

Latest major reported quarter Q2 2026

Q2 2026 revenue US$40.20 billion / NT$1.270 trillion [S1]

Q2 2026 gross margin 67.7% [S1]

Q2 2026 operating margin 60.3% [S1]

Q3 2026 revenue guidance US$44.6 billion to US$45.8 billion [S1]

Note Market data is point-in-time and should be refreshed before investment use.

3. Zerion Score Summary
Framework Score Interpretation

PAR 9.0 / 10 Exceptional structural alignment with AI compute,
advanced-node foundry, and semiconductor infrastructure.

PAM 8.8 / 10 Very strong adoption, ecosystem, institutional validation, and
capital momentum.

CFF 84 / 100 Strong survivability, but geopolitical, customer concentration,
capex, and localization risks remain material.

Confidence High Public disclosures, operating history, margin profile, and
ecosystem data are strong.

5x Status Conditional but credible
over a long horizon

Requires sustained AI/HPC growth, high margins, leading-node
dominance, and valuation support.
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Framework Score Interpretation

10x Status Low-probability /
exceptional case

Requires TSMC to become a US$20T+ manufacturing
infrastructure layer.

4. Paradigm Overview
The paradigm is the shift from general semiconductor demand toward AI-driven, leading-edge,
packaging-constrained compute infrastructure. AI models, cloud acceleration, autonomous systems, edge
AI, high-bandwidth memory integration, and advanced mobile chips all require more advanced silicon.
TSMC sits at the point where abstract software demand becomes physical wafer, packaging, yield, and
capacity reality.

The company's Q2 2026 technology mix shows how far this has already moved toward leading-edge
nodes: 2nm accounted for 3% of wafer revenue, 3nm for 30%, 5nm for 33%, and 7nm for 11%. TSMC
defines advanced technologies as 7nm and below, and these represented 77% of total wafer revenue in
Q2 2026. [S1]

The platform mix is heavily AI/HPC-weighted. TSMC's Q2 2026 presentation shows HPC at 66% of
revenue, smartphones at 22%, IoT at 5%, automotive at 4%, DCE at 1%, and others at 2%. HPC also grew
20% quarter over quarter. [S2]

TSMC PAR Logic: Paradigm - AI and advanced compute demand -> Friction - manufacturing complexity,
yield, packaging, scale -> Adoption - hyperscalers, fabless leaders, smartphone and HPC customers ->
Capture - foundry pricing, advanced-node share, CoWoS capacity -> Inversion - geopolitics, capex
overbuild, customer concentration, supply constraints.

5. PAR Assessment
PAR measures structural alignment with a meaningful paradigm shift. TSMC's initial PAR score is 9.0 /
10.

PAR Component Weight Score Weighted
Contribution Rationale

Paradigm Strength 15% 9.5 1.43
AI compute, advanced semiconductors, and
heterogeneous integration are foundational
infrastructure shifts.

Friction Reduction 15% 8.5 1.28
TSMC reduces the complexity friction of building
advanced chips by giving fabless designers access
to leading-edge manufacturing.

Commercial
Readiness 20% 9.5 1.90

Revenue, margins, node mix, customer scale, and
free cash flow are already proven at enormous
scale.

Ecosystem Potential 15% 9.0 1.35 TSMC supports broad design, IP, EDA, packaging,
substrate, HBM, and customer ecosystems.

TPO 15% 8.5 1.28
TPO includes AI data centers, smartphones,
automotive, robotics, edge AI, sovereign compute,
and advanced packaging.

EPC 20% 9.0 1.80
TSMC has bottleneck economics, process
leadership, customer trust, scale, and
manufacturing execution.

Total 100% 9.0 / 10 Exceptional structural alignment.

Interpretation: TSMC is one of the clearest high-PAR companies in public markets. The limitation is not
structural alignment. The limitation is starting valuation, geopolitical exposure, and whether future AI
demand justifies the capex cycle.

6. PAM Assessment
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PAM evaluates whether adoption, ecosystem expansion, institutional validation, and capital momentum
are confirming the thesis. TSMC's initial PAM score is 8.8 / 10.

PAM Component Weight Score Rationale

Commercial Adoption 25% 9.5
Q2 2026 revenue rose 36.0% year over year, while net income
rose 77.4%. Advanced technologies represented 77% of wafer
revenue. [S1]

Ecosystem Expansion 25% 9.0 In 2025, TSMC deployed 305 distinct process technologies and
manufactured 12,682 products for 534 customers. [S1]

Institutional Validation 25% 9.0 TSMC is a US$2T-scale company and a core institutional holding
for global semiconductor and AI exposure. [S3]

Capital Momentum 25% 8.0 Market recognition is strong, but AI-capex anxiety and valuation
risk remain.

Total 100% 8.8 Very strong adoption and capital validation.

Interpretation: TSMC's PAM is supported by real revenue, real margins, real customers, and real capacity
demand. Unlike many AI narratives, TSMC has observable economic evidence.

7. CFF Assessment
CFF evaluates what could prevent the opportunity from realizing its potential. TSMC's CFF score is 84 /
100. Higher is better.

CFF Component Weight Score Comment

Technology Validation 20% 95 TSMC's leading-edge node execution is already proven; 2nm is
beginning to contribute revenue.

Commercial Viability 15% 90 Gross margin of 67.7% and operating margin of 60.3% show
exceptional economics. [S1]

Funding & Liquidity 15% 90
Strong free cash flow and liquidity. The Q2 presentation showed
NT$3.518T in cash and marketable securities and NT$287.36B in
quarterly free cash flow. [S2]

Regulatory & Political Risk 10% 60
Taiwan concentration, U.S.-China restrictions, export controls,
localization pressure, and strategic-policy risk remain the largest
structural risks.

Governance &
Management 10% 85 Long operating record and execution discipline support

confidence.

Trust & Credibility 10% 90 TSMC is trusted by leading fabless customers because
manufacturing failure is existential for them.

Ecosystem Dependence 10% 75 Depends on ASML, EDA vendors, HBM suppliers, substrates,
chemicals, utilities, talent, and geopolitical access.

Competitive Threat 10% 75 Samsung, Intel Foundry, Rapidus, and sovereign industrial policy
remain threats, but TSMC's lead is substantial.

Total 100% 84 Strong survivability with material geopolitical and capacity-cycle
risk.

TSMC itself lists risks including cyclicality, demand/supply for foundry capacity, intense competition, loss
of significant customers, technology leadership, capacity management, IP protection, natural disasters,
production disruptions, and exchange-rate fluctuations. [S1] Its risk-management disclosures also
identify natural disasters, cyber-attacks, supply-chain disruption, geopolitical tension, sabotage, critical
facility failure, and shortages of water, electricity, or natural gas as threats that could disrupt operations.
[S5]

8. PLS: Paradigm Lifecycle Stage
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Layer Stage Interpretation

Leading-edge foundry model Consolidation TSMC is the dominant scaled winner in advanced
pure-play foundry.

AI/HPC silicon demand Expansion HPC is already 66% of Q2 2026 revenue and grew 20%
QoQ. [S2]

2nm ramp Validation to Expansion 2nm has begun contributing revenue and management
expects a steep ramp. [S1]

Advanced packaging / CoWoS Expansion CoWoS and advanced packaging are becoming core AI
bottlenecks, not side businesses.

Global fab localization Validation Arizona, Japan, and other overseas expansion reduce
concentration risk but may pressure margins.

9. SAM: Stakeholder Alignment Matrix
Stakeholder Alignment Reason

Hyperscalers / AI leaders High AI infrastructure requires advanced accelerators, CPUs,
networking chips, and packaging capacity.

Fabless semiconductor
designers High TSMC lets Nvidia, AMD, Apple, Broadcom, Qualcomm, and

others access leading-edge manufacturing without owning fabs.

Smartphone customers High Apple and other mobile leaders continue to require
high-performance, energy-efficient nodes.

Governments Mixed-High TSMC is strategically important, but governments also push
localization, export controls, and national-security constraints.

Suppliers High ASML, materials, EDA, IP, substrate, and HBM suppliers benefit
from TSMC's scale, but can also become bottlenecks.

Competitors Mixed Samsung and Intel seek to capture foundry share, while
state-backed efforts may subsidize alternatives.

Taiwan society / utilities Mixed TSMC strengthens Taiwan's economy but increases dependence
on electricity, water, land, and talent.

Capital markets High TSMC is a clean public-market vehicle for AI infrastructure, but
high valuation makes expectations demanding.

10. TPO and EPC
TPO - Total Paradigm Opportunity. TSMC's TPO is not just the foundry market. It includes the broader
economic field created by compute intensity:

TPO Layer Opportunity Logic

AI data centers More models, agents, inference, and training require advanced accelerators and
networking silicon.

Advanced mobile Smartphones remain a large advanced-node demand source.

Robotics / autonomous systems Edge inference and real-time processing expand semiconductor content.

Automotive compute EVs, ADAS, autonomy, and software-defined vehicles raise chip complexity.

Sovereign compute Governments increasingly treat advanced semiconductors as strategic
infrastructure.

Advanced packaging CoWoS, SoIC, 3DFabric, and heterogeneous integration expand value capture
beyond wafer fabrication.

Global localization U.S., Japan, Europe, and other regions subsidize domestic semiconductor capacity,
supporting demand but raising execution complexity.

TSMC said in May 2026 that it expects the global semiconductor market to exceed US$1.5 trillion by
2030, driven by AI-related demand. [S6]
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EPC - Economic Participation Capacity. TSMC's EPC is unusually strong because it captures value
through process leadership, yield learning, customer trust, manufacturing scale, advanced packaging
capacity, high capital intensity as a barrier to entry, supplier integration, and deep ecosystem lock-in.
This is why TSMC may be a stronger paradigm participant than many AI application companies.
Application winners may rotate. Chip designers may compete. But the physical manufacturing bottleneck
can remain scarce.

The EPC concern is not weak capture. It is whether current valuation already prices in much of that
capture.

11. Inversion Analysis: What Can Go Wrong?
The TSMC thesis weakens materially if any of the following occur:

• AI capex proves overbuilt, causing customers to cut orders after a multi-year capacity expansion.

• Advanced-node demand normalizes before TSMC earns adequate returns on 2nm, A16, and overseas fabs.

• CoWoS / packaging bottlenecks shift to competitors or are structurally commoditized.

• Gross margins fall because overseas fabs cost more and customers resist higher pricing.

• U.S.-China export controls limit addressable demand or force costly compliance adjustments.

• A Taiwan Strait crisis, blockade, cyberattack, earthquake, drought, power shortage, or natural disaster disrupts
production.

• Customer concentration increases, giving a few large AI customers more pricing power.

• Samsung, Intel Foundry, or a state-backed alternative narrows the technology or packaging gap.

• ASML equipment constraints, HBM supply, substrates, chemicals, or utility shortages slow ramp schedules.

• TSMC remains structurally excellent but the stock fails because valuation already reflects the upside.

12. 10x / 5x Underwriting Lens
Using the official TSMC market capitalization reference of roughly US$2.0 trillion as of July 31, 2026, the
underwriting thresholds are extremely demanding:

Underwriting Test Formula Illustrative Result

5x market-cap hurdle Current market cap x 5 Approximately US$10T

10x market-cap hurdle Current market cap x 10 Approximately US$20T

5x required CAGR over 10 years 5^(1/10) - 1 Approximately 17.5%

10x required CAGR over 10 years 10^(1/10) - 1 Approximately 25.9%

Primary question Can TSMC compound from US$2T
scale?

Paradigm quality is high; valuation hurdle is
the constraint.

The credible 5x case requires TSMC to remain the dominant foundry for AI/HPC and advanced packaging
while sustaining high margins, avoiding major geopolitical disruption, and participating in a global
semiconductor market that expands far beyond prior expectations.

The 10x case is much harder. It requires TSMC to become a US$20T+ company, which would imply that
advanced semiconductor manufacturing becomes one of the largest profit pools in the world and that
TSMC retains bottleneck economics through multiple technology generations.

13. Scenario Analysis
Scenario Description Key Conditions Illustrative

Multiple

Bull / 5x+
TSMC becomes the dominant
manufacturing layer for a much
larger AI compute economy.

AI demand persists; 2nm/A16 ramps
successfully; CoWoS remains scarce;
overseas fabs scale; margins stay high.

5x
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Scenario Description Key Conditions Illustrative
Multiple

Extreme Bull / 10x
TSMC becomes the
indispensable global silicon
infrastructure layer.

Semiconductor market expands far beyond
US$1.5T; TSMC captures exceptional
economics; geopolitical risks remain
contained.

10x

Base
TSMC compounds as the
best-in-class advanced foundry,
but valuation limits upside.

AI growth continues; margins normalize
modestly; capex remains high; stock
compounds but not exponentially.

2x-3x

Bear
TSMC remains strategically
important, but returns
disappoint.

AI capex overbuild, geopolitical shock,
margin pressure, customer concentration,
or export controls impair valuation.

0.4x-0.8x

Illustrative probability-weighted view: Assuming 10% extreme bull at 10x, 25% bull at 5x, 45% base at
2.5x, and 20% bear at 0.6x: Expected multiple = (10% x 10) + (25% x 5) + (45% x 2.5) + (20% x 0.6) =
3.50x. This is attractive, but it does not automatically clear a clean 5x expected-outcome hurdle.

14. REI Dashboard
Risk Area Early Warning Escalation Resolution / Positive Signal

AI Demand Hyperscaler capex slows or
inventories build.

Order cuts across major AI
customers.

Durable AI inference/training
demand remains visible.

Advanced Nodes 2nm / A16 ramp delays. Yield or customer adoption
disappoints.

2nm scales faster than N3 and
supports premium margins.

Advanced
Packaging

CoWoS bottleneck persists too
long or shifts elsewhere.

Customers dual-source
packaging aggressively.

CoWoS / SoIC capacity scales
with pricing power.

Margins Overseas fabs dilute gross
margin.

Gross margin falls
structurally below historical
high range.

Customers absorb higher
offshore manufacturing cost.

Geopolitics Export controls or Taiwan
Strait tension rise.

Production, shipment, or
customer access disrupted.

Diversified fabs reduce risk
without damaging economics.

Utilities / Supply
Chain

Power, water, gas, chemicals,
or equipment constraints.

Production disruption or
delayed fab ramp.

Stable utility supply and
supplier expansion.

Competition Samsung / Intel win major
leading-edge customers.

TSMC loses node leadership
or pricing power.

TSMC maintains yield, density,
performance, and trust
advantage.

Valuation Stock multiple detaches from
earnings growth.

High expectations compress
returns despite execution.

Earnings growth catches up to
valuation.

15. TVI Dashboard
Thesis Area Evidence That Strengthens Thesis Evidence That Weakens Thesis

AI/HPC demand HPC remains majority of revenue and grows
faster than other platforms.

AI demand becomes cyclical or
inventory-driven.

Leading-node leadership 2nm and A16 ramp smoothly with strong
customer adoption.

Yield, cost, or adoption problems emerge at
new nodes.

Packaging bottleneck CoWoS / SoIC remain scarce and strategically
valuable.

Packaging capacity commoditizes or moves
to rivals.

Value capture Gross margin stays high despite overseas
expansion and capex. Margin dilution becomes structural.

Ecosystem depth Customer base, design enablement, EDA/IP,
and supplier integration deepen.

Major customers move meaningful volume
to Samsung, Intel, or internal alternatives.

Geopolitical resilience Arizona, Japan, and other overseas fabs
reduce concentration risk.

Localization increases costs without
meaningfully reducing risk.

5x path Earnings power compounds enough to justify
US$10T+ valuation.

Stock remains excellent but cannot
overcome starting valuation.
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16. Source-Checked Notes
The main source distinction in this report is between paradigm evidence and return evidence. TSMC's Q2
2026 results provide strong evidence that the company is structurally aligned with AI/HPC and
advanced-node demand: revenue growth, margin expansion, 77% advanced-technology revenue mix, and
66% HPC platform exposure all support the PAR and PAM scores. [S1][S2]

However, TSMC's market capitalization already reflects significant recognition. A US$2T starting point
means the report must separate company quality from 10x potential. The 10x case is not impossible, but
it requires an unusually large expansion of global compute demand and sustained bottleneck economics
over a long horizon.

17. Initial Zerion Conclusion
TSMC deserves a full PAR report because it is one of the strongest structural beneficiaries of the AI and
advanced semiconductor paradigm. It occupies a critical bottleneck in the global technology stack: the
ability to manufacture the most advanced chips at scale, with yield, reliability, customer trust, and
ecosystem depth.

The correct Zerion question is not: Is TSMC a great company? The better question is: Can TSMC's
already enormous valuation still compound into a 5x or 10x outcome?

Final Initial View Assessment

PAR Exceptional

PAM Very strong

CFF Strong, but geopolitically exposed

10x Status Low-probability / exceptional case

5x Status Conditional but credible over a long horizon

Main Inversion Risk TSMC remains a world-class company, but valuation, geopolitics, and capex
intensity limit shareholder multiple expansion.

Next Work Build AI/HPC revenue model, 2nm/A16 ramp tracker, CoWoS capacity tracker,
capex/margin model, and geopolitical risk map.

Bottom line: TSMC is a near-perfect Zerion Paradigm Enabler, but not a simple 10x candidate from the
current valuation base. The more realistic Zerion framing is: exceptional PAR, strong PAM, strong CFF,
credible 5x under sustained AI compute expansion, but 10x only under an extreme global
silicon-infrastructure outcome.

Source Register
ID Source

S1 TSMC, "TSMC Reports Second Quarter EPS of NT$27.25," Q2 2026 Earnings Release, July 16, 2026.
https://investor.tsmc.com/english/quarterly-results/2026/q2

S2 TSMC, "2026 Second Quarter Earnings Conference" presentation materials, July 16, 2026.
https://investor.tsmc.com/english/quarterly-results/2026/q2

S3 TSMC Investor Relations, Fundamentals page, market capitalization and shares outstanding as of July 31, 2026.
https://investor.tsmc.com/english/fundamentals

S4 Market data snapshot via finance data provider returned August 20, 2026: TSM ADR price US$412.09, latest
trade time August 20, 2026, 08:47 UTC.

S5 TSMC Investor Relations, Risk Management disclosures. https://investor.tsmc.com/english/risk-management

S6 Reuters, "TSMC says global chip market to hit $1.5 trillion by 2030 as AI drives growth," May 14, 2026.

S7 Zerion Paradigm Alignment Manual v1.8 - Publication Edition, used as framework basis.
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Disclaimer
This PAR report is provided for informational, educational, and research purposes only. It does not
constitute investment advice, financial advice, legal advice, tax advice, accounting advice, or any
recommendation to buy, sell, or hold any security, digital asset, commodity, currency, fund, derivative, or
other financial instrument. All scores are analytical judgments based on available evidence and may
change as new information becomes available.

Market data is point-in-time and may be stale. A complete investment decision would require independent
verification, valuation analysis, financial modeling, risk assessment, portfolio construction, position
sizing, and professional advice where appropriate.


