TSMCAnalysig LTSChallenge025

Growth supported by multiple pillars:
1 Strong Al exposure, with diversified revenue growth and ongoing expansion into
advanced packaging

Sustainable High Returns :
2 Large entry barriers and competitive advantages ensure sustainable, high returns
over the coming decades

Attractive Valuation and Strong Governance

3 At the current price, the company offers considerable mediterm returns, with a
significant margin of safety in the exit multiple, mainly due to reduced risk from the
diversification of leadingode production
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1 Thefunctionalityof semiconductorsdrives higirdemandboostedby Al

Semiconduct or[gSDoejct orUs revenue ValueChainSegments

T The rise of Al
CAGR{ 6.47% EDA
555 588

Semiconductors Drivé&ssentiallechnologyThroughComplexChainsandHighReturns

2 Chipproductionis complex involvingfive key segmentandover 1,000coordinatedstepsto producea chip

Fabless Manufacturing Foundry ATP
Manufacturing and Foundry ATP
A Equipment Makers provide tools| A Chips are diced, encapsulate:
for the process and connected to the device.
A Foundries fabricate wafers A Testing ensures functionality

before delivery

Manufacturing Foundry ATP

520 Design
412 412 A EDA and IP provide the
299 305 software for the design
A Fabless design the chips
I I I I I I EDA and IP Fabless
- . >
l cadence @2

2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2024

NVIDIA.

ASML t%ﬂﬂﬁb ADVANTEST

3 Eachsegmenis deliveringstrong returns andhighprofitability, with capitalintensityvaryingacrossthe valuechain

EBITMarginandCaperas %of Revenue

H EBIT Margin m Capex % of Revenue
29% 29%
25%
19% 20%
8% 8%
.
Fabless Design Foundry Manufacturing ATP

Last5y ROIC x WACC spread

4 FablessandFoundriesshowthe highestROIG WACC spreads

Last 5y ROI C x WACC spread by
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TSMC Lead$&oundryMarketwith Advancediechnology, High VolumendStrongReturns

1 TSMClOs revenue growth i s main&9% ofthis ieverua camefrontl®aBedge nodes 3 Advancedodeleadershipirove marketdominance
TSMQevenudreakdowfluSD bn] TSMC revenue by node catel§bry 2024 TSMC Markeshard%]
H HPC ®mSmartphonem|oT ®Automotive m DCE B Others H>7nm N Leading Edge Foundry Leading-Edge
=0 market share market share
75.8
69.2
56.8 53%
| 69% )
47%
31%
2020 2021 2022 2023 2024 2021 2022 2023 2024
4 This dominance was built through on R&D, Capex, and tangée operations 5 The ROICWACC spread reflects the companyids ef
Valuesn [USDmn] Valuesn [%]
R&D Capex Capacity* ROIC WACC
TSMC 6.228 29.164 16 mn

Samsung 4.217 7.000 8.4mn
Intel 5.466 12.000 n/a** ValueCreation
SMIC 765 7.664 3mn

2020 2021 2022 2023 2024

*Amual capacity imn 12inch equivalentwafers | *Nepubic data 2
Sources: TSMC, RKT Capital Analysis, SMIC, Intel, Samsung, Capital IQ



TSMC Pure~oundryModel EnabledMarginLeadershi@ndStrategicStrength

1 With less scale and slower node development than TSMC, IDM verticalization becomes economically unviable 2

IDMs compete with their clients, creating mistrust and conflicts of interest
EBIT Margin [%]

Chipgealiseoadmap Revenue from Appl8amsung and TSMC [USD bn]
N4 N3E

—— Samsung —TSMC

43% 46% TSMC Q4021Q1023

Intel Apple shift®
2% 4% Equivalent ~ Q1023 del
— —
o 202 Samsung
B TSMC ~
Equivalent Q4021 del
W Samsung
W Intel -37%

2010 2012 2014 2016 2018 2020 2022 2024

3 TSMC adapts its R&D roadmap to meet Apple40%tritgﬁﬁaﬁtﬁefsh?pxgageu55'?58eaEy@‘ISy”‘ ensures barg:
TSMGQlientrelationship

TSMGNdASML CasBiycldin day$

-46%

Node Performance Power ASML CCI* = 40%
Comparison Gain Reduction
—TSMC ——ASML
N7P vs N7 7% -10%

NSP vs N5 5%

-10%

1.8

TSMC R&D [USbr] 86 79 93 73 96 Ll 102 105 o5

2014 2016 2018 2020 2022 2024 2016 2018 2020 2022 2024

* CustomerConcentrationindex
SourcesRKT CapitaAnalysisTSMC, Intel, Samsung, Apple, ASML, RKT CApidysis



1. Al Drives Revenuwith HyperscaleiCapexasthe MainGrowth Driver

L' TSMCias growth i lypefsealersinvestményin daté centersiag afkey driver Hyperscaler€Capex Transforms into TSMC Revenue through ASIC Production and Indirect

ActualCapews2024 Consensus:

. ~ i - Share of ASICs and CPUs used in Al acceleration [%)] Case Study: Capex Shift from CPU to GPU [USI
Amazond + 7Gdodel) + 2MiGogoftd + 1. 0 %
: US$ 1T
——Asics —CPUs < 1---
. S|!'s! US$ 100
= Aggregate Capex of Major** Hyperscalers [USD bn] & = !
(o)) 1.8 GPU Share on )
(%) 1O S
@© 1 Dy Data Center <
o $o
:“:J : 8 ; 40% %
S| S 3 B
Ol s, 20% & 3
e e . <
© 1 ] ! S
(| 1 : 1 1 o
L.
2020 2021 2022 2023 2024 2025E 2021 2022 2023
3 Hyperscalersre taking advantage of the increased cloud market driven by Al adoption 4 Something that should continue to increase with models demanding more and more power
. ) Training CrossTraining Compute
Cloud accelerate\l penetrationAdopting cloud makes Al deployment more
accessible, as enterprises outsource GPU dayerscales IT Market Increased power is another driver basidiespenetratibn
CAGR % With increasing scale in data centers, it is worth spending more gfp1.4 Py
2020- 2024 @ 100M  models for efficiency gains. €
——Cloud Revenue as a % of Total IT Market Size 8 @ I
0 o« 10M Gemini Ultra
15.1% 5 GPT-3
& -
%)
2 100K m Megatron530B
Al Spending % of 5 tox|  Transformer RoBERT4 arge
IT spending g phih
2023 vs 2024 g 1000 J
1.7%v 7.1"/;) I
= 10K 100K M 10M 100M 1B 10B 1BO

2017 2018 2019 2020 2021 2022 2023 2024

Training Computé petaFLOP log scale

* largescalecloudproviders| **(Microsoft, AmazonMeta, Google)
SourcesThelnformationNetwork, AmazonMicrosoft, Google, Meta, RKT CapitshalysisGartner



l1.Despite full exposure to the Al boom, 49% o

2 Smartphones still account for a significant share due to increased chip spending per device

1 AlthoughTSMCbenefitsfrom Al, its diversifiedrevenuereducesrelianceon a singlenarket
Apple Revenue [UBH andTSMC COGS astiApple Revenue

Revenusegmentatiobhyenduse

Data Center % of Nvidia Growth (2018 2024) HPC % of TSMC Growth (2018 2024) mmm Apple Revenue (Ex - Services) =———TSMC COGS % of Apple Revenue
0 63%
94% ° 999 238 Smartphone
228
Revenue Growth 214 214 221 213 Market CAGR
Segment 2024 Revenue [USD Bn] _ 191 199 2018- 2024
(19240)
HPC 44,9 320% 1.7%
Smartphone ( 30,9) 78% CAGR TSMC
loT 5,3 89% Smartphone
Revenue
Automotive 4,4 214%
e S 12.4% 2
% of HPC GT@ - 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
3 Underpenetrated 5G market will drive up chipset prices 4 Even with Al performing relatively below expectations, TSMC would still deliver attractive resul
5GPenetration HP CRevenugrowthsensibility
A 5G adoptionfasterthan4G What if Al Doesnit perform relatively bel ow
verage o . : .
A _4G reacheo_l 90% penetration eight years after launch, but 5G adoption P/Sales
i is progressing at a faster pace
Chipset 6,5 7,5
Price 2020 Major Premises
195% 174% 156%
US$ 31 ® IRR=KE
§ . . . P/Sales 2029 = 6.5x (TSMC Avg. 10y)
Average o 220% 197% 177%
Smartphone ;4_2 Management Premises
Chipset 0
. P © 220% 198% TSMC Revenue CAGR 228 = 20%
Price 2024 < HPC Share = 70% 'j,
US$ 47 2020 2021 2022 2023 I 220% HPC Revenue Grov@49°

SourcesRKT CapitahnalysisTSMC, Appe, PWC, Bloomberg



1. TSMC is vertically integrating into Advanced Packaging to enhance added value and chip perforn

1 As quantum | imits approach, chips account f or2 g\f&%ﬁéﬁé‘ﬁ%ﬁ%@éﬁn Py %dvagt?geogsewlttﬁ l%WrC?'r?Lf’rP%H%r peéf%{’]“aﬂ"? h
NVIDIA GPU Performagzens/s. Node Performaraing%] m Nvidia GPU Perf.Gain % Node cost representation in the final price of the RTX 5090 [%]
. RTX 5090
Lurrently, generational performance gains come m Node Perf.Gain % Priceper Wafer
mostly from softwa®emiconductorscanno .
longer advance at the same pace. s ! Only 15% of the 50%
—> performance improvement
Marcel Saraiva, I comes from chip advancement
NVIDIABrazilEnterprise SalesManagerummm @B | T~ TTTTTTTTTTTTTTTTTTTTTTT

15000 15500 16000 16500

75%

i“““““"i - 80% 10,0%
. 50% 70% i | ——4 Price: US$ 2000 &
E % ; = 40% : 50% N 0% ——4 EnergyEfficiencyGain§ 25%) 85% 9,4% 9,7%
‘o i ] ——4 TSMC 4N node ~US$ 175
L __ |l ! '
| ! — idi . o, 90% 8,9% 9,2%
28nm 20nm 16nm 12nm 8nm” : 5nm E 4nm Nvidia 4N CogsRTX5090: 8,75%
3 Expansion into packaging is logical given the strong synergies with the Fabs 4 Nvidiahassecured70%of TSMCAdvancedPackagingapacitythis year
AverageapewsR&D as %f revenudlast5 yr9 TSMCCoWo 8 capacity (wafers per month)
w
€2 20.00% | Growth: 7.3x }—< 110,000 TSMC Others
> . ’
o l Revenue CAGR
) T . 20197 2024
T 15.00% TERADYNE Verticalization only makes sense for packaging o1 690
§ TSMC factory synergies dilute capex much more than years of R&D 75,000 070
(O]
:é 10.00% ZIDVANTEST
2 Packaging Players 40,000 Foundries 2.0
g soow . " hare 2024
% 15,000 are
g ASE GROUP m,!(ogf 34.0%
g o000 ]

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00%

2023 2024 2025E 2026E
AverageCAPEX as %f revenue(last5 yrs)

*RTX 3080 used a Samsung 8nm chi $¥ICadvance@ackagingchnology
SourcesAnysiliconNvidia, RKT Capit#nalysis, TSMC



1.Di versi fied revenue with growth drivers and |

1 With the advancement of technology, revenue is increasingly concentrated in a few players 2 Increasing the importance of having a strong presence in all segments to improve bargaining

% of TSMCUs Smartphone Revenue Attributable to A | e .
’ . pp mmm Smartphone % of TSMC Revenue —— TSMC Accounts Receivable Turnover

In the long term, concentration within the segment is inevitable
Therefore, it is important to diversify revenue across segments to maintain bargaining power Di versi fication across segment s
Smartphone segments with high concentration in Apple tended to have worse contract t

2016 2017 2018 2019 2020 2021 2022 2023 2024 2016 2017 2018 2019 2020 2021 2022 2023 2024

3 TSMCOs entry into packaging was only poss4i Ardéis ehtryesimaltaneoudly eeinforcesgiharrcompesitivecadvanpgagesi t i ve advatl

Advanced packaging specifications for market companies

TSMC CEO iPmcXx@y4d ngs used to have much

corporate average due to economies of sdale Cowopackagingimpossiblevith _
TSMC Wafers wafersfromanotherfoundry Cowos Service
Product Typical Pitch Approximate Density Launch Year
___________ TSMC CoWoS 10um 10000 vias/nm2 2012
----------------------------------------------------
: Intel Foveros 36um 828 vias/ nrm2 2019
___ ASE FOCoS 40um 600 vias/nm2 2016
/ \ d
18.0% \ 21-8% Samsung X Cube 40um 5000 vias/nm2 2020
Nvidia GPUs Requirement 10pm 10000 vias/nm2 -
2020 2021 2022 2023 2024

SourcesRKT CapitahnalysisTSMC



2. The sector is unprofitable for players unable to overcome the increasingly higher Entry Barriers on leadin

1 TSMCmaintainsastronglead overcompetitors fueledbythe cost efficiencieof massivescale
ROIG/sNumberof wafershipped

Winner Takes Most: Scale is one of the key reasons why e,
large players struggle to achieve good returns t 8

3500
3000
2500
2000
1500 -
1000 SM£C UINVIC
500 @ T @ ": GlobalFoundries

HUAHONG GROUP u

0% 5% 10% 15% 20% 25% 30% 35%
ROIC

Numberof wafershippedn Q1 2025.

2 Their entry barriersgrow higherasmarket expansiordemandgreaterscaleandcapex
B TSMC capex per Wafer (in USD)

Increasingly Capital -Intensive :
Higher Capex requirements raise the scale barrier

EUV Implementation

OIONC O

of players
2584
LA 1099 1054 957
433
2008 2010 2012 2014 2016 2018 2020 2022

3 Foundries inherent switching costs along the learning curve make it difficult for clients to leavé However, studying Qualcomm, we were left wondering whether this barrier was truly that stron:

HelioOy amlat 0 $ i mpossi bl e t o c h-amoftee produe f

SLh S R ERRIN ETRle S The same | ogic applies to the enforcement of antitrust laws: firms that strategi
use incompatibility to raise switchigsimss e bwmect to heightened scruti
THE YALE Helio Oyama,
LAw JOURNAL The Role of switching costs in antitrust analysis Director Business Development at Qualcomm

Strategic Switching Costs Inherent Swithcing Costs

PDKs & Proprietar IP Process Re qualification

kne _:_” Author Volume Discounts & Contracts Yield Learning Curve

Bundled Advanced Services Chip Redesign & EDA flow adaption

SnapdragoB genl: Dropped Samsung

Snapdrago8 Elite:Dropped Samsung

SourcesRKT CapitaAnalysisCapital IQ, The Yale LadournalTSMC, Qualcomm



2.TSMClUs faster el d

Y

Thus, after analyzing TSMC, we conclude that this is more of an advantage for TSMC than f

the sector overall
Yield(%)vsmonths

TSMC 5nmRamp- up

—

+ Rampf up
+ SwitchingCosts

Samsung 5niRamp- up

Yield(%)

0 1 2 3 4 5 6 7 8 9 10 11

Months

3 We see this advantage increasing with 2nm which intensifies the need for first orders

Transition to 2nm will increase switching costs and the

12

ear ni

Monthsto reachaprox. 70%of yield

ng reinforces entry

% Anditis very difficult to replicate, one reason being the need for high volumes from the first orc

Volume infirst monthsis essentidl
Thus, TSMC's partnerships with Apple and NVIDIA help to keep yields high.

12
11 Intel 14NM Intel SLPE Samsung 7LPP
. SAMSUNG SAMSUNG

10 Intel Samsung 14LPP

9 SAMSUNG TSMC N5

TSMC N7 ;

8 g

7

6

5

20 30 40 50 60 70 80 90 100

Wafer Shipments in first months

This large volume is possible because of the static and dynamic scale presented by the compe

TSMQCapexn USDbillionsandas %of revenue

0, . .
30% importance of first orders! —C c % of R

x 2504 Adopting GAAFET, a more complex architecture will make the initial volum apex apex o of Revenue Total Wafer
D more important and will increase changeover time E 36.3 Shipments
[}
o . a
% 20% 20181 2024
§ GAAFET 30 30.5 29.7
=
£ 10%
‘é_’ FINFET TSMC
S 5o AngYleId
g Planar FET 20187 2024

0% ( 0 ’

0 2 4 6 8 10 12 2021 2022 2023 2024 85%
Monthsto switchlargeSoCto other foundry
*Logic Yield Market Esimate

SourcesRKT CapitaAnalysis 7Powers, TSMC



2TSMClis Scale and Demand Moats Deliver Highe

1 Competitive supply and demand advantages lead to higher margins and cost leadership 2 And the economy of scal e, as another moat .

NopatMarginvsiC Turnover SG&A as %f Revenue

1
T —TSMC —Peers
o SAMSUNG e
- i 7.6
. : 7.6% 7.3%
[ . (
§ 0.6 ": GlobalFoundries UIVIC 6.1% 6.7
2 ) '
© 04 . _ :
~ DifferentiationandCost Leadership
0.2 SM\"C Economies of scale, switc_hin_g costs, and _efficie_ncy are the % m
three main pillars supporting this return
0
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 2020 2021 2022 2023 2004
NopatMargin
3 Thus, moats support market share gains, strengthening bargaining and returns \'Il'vr(;lrskier:‘;e(c::;[j1 gi?gl be quantified by reducing receipt deadlines, thus lowering the need to provide
MarketSharg%] Dayssalesutstanding
Competitive advantages are reflected in share gains TSMC bargaining gain from market concentration

With increased market concentration, TSMC now represents almost 20% of the revenue

With the adoption of EUV, advantages of scale and switching costs were essential for market gain
for suppliers like ASML, strengthening its position in contract renegotiations

—umMc e TSMC —— Peers

2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024

SourcesRKT CapitanalysisCapital IQ 10



3. Management with Aligned Incentives and a Strong Track Record ofTeongValue Creation

1 Compensation is mainly focused on variable pay tied to stesrh results 2 The companyids values and cul-makingendaalue creatlore a |

TSMC 2024 Manage ménompensation
p
ﬁ,

TSMC RealBonus = TSMC Culture L . \
BaseSalary TargeBonus« [0.5 x Revenue Performance +%MarginPerformanced 24.9% PureFoundry No Layoffs e —
[0.7 x Executivéeadership 0.3x ESG Performance] ' A
TSR 10y '
8% . '
’ Morris Chang CC Wei o“ .
TMSCFounder TMSC CE
Short Term
Incentives S donUt fire peopl e juslt 2&8nvolintarl) alv et
Avg Time in month | ater. s TurnngRate
Morris Chang, in an interview in 2025 C0.2%

Long Term Equity Incentives

3 Always spending a lot of capital, but with very intelligent allocations as in the adoption of EUM  Strong managememinddisciplinectapitalallocationdrive consistent guidancebeatingperformance

Case study of EUV adoption in 2018 Manage memjuidance'sactualperformance

B Guidance Min (%) B Guidance Max (%)

TSMCallocates 13% of its annual capital expenditures to ASML EUV

Company Year of EUV Adoption Avg. Yield of first 3 EUV Projects
@w #ActualPerformance

SAMSUNG 2018f First Mover Approx. 50% @’

¥ o . 10% 10% 10%
! 20197 Prlorltlglng techno!ogy maturity ant Approx. 80%
il yield protection

20102015 20152020 20212026

SourcesRKT CapitaAnalysisCapital IQ, TSMC, JP Morgan 1



3. Key assumptions include leadiedge growth and the 2nm volume rarup

1 We project capacity growth following historical trends, boosted by 2.7% annual utilization gaias Pricingreflectshistoricallaunchesandmature nodeprice trends, with revenuefollowing

Totalcapacityandannualwafercapacityutilization[m] RevenuandpriceprojectiorjuSDBn|
mmm Total Capacity Pricing Assumption
Annual wafer capacity utilization ~ Leading Edge Price for 2nm Chips 2025 [USD / K units] (22.000 m Waer revenue > 10nm
represent29%of ) B _ . B Wafer revenue leading edge
e — Price Growth for >= 10nm chips -2% m Wafer revenue
Price Growth for 7nm chips 0% m Others

89% Price Growth for 5nm chips 3%
Price Growth for 3nm Chips (20252029) 7,5%
3rd Stage 5% CAGR
Price Growth for 2nm Chips (2026 2029) 7,5% 640.7

13,000

2020A 2021A 2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E 2nd Stage 10% CAGR
3 We foreseemarginexpansiordrivenby advancedodeleadership 4316
Grosdargin% 2 nm Ramp up
— Real/Median =——RKT Capital —— Mkt Consensus
_ 270.1
58.09M 57.84 57 50,
- S7-8Y88 57 404 196.3
_ 56.4
_ 73.7 88.9
1111

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2020A 2022A 2024A 2026E 2028E 2030E 2032E 2034E 2036E 2038E 2040E

Sources: RKT CapitAnalysisCapital 1Q 12



3. Potenti al t hreats to our t hhesi s and t heir |

1 Risk 1: Chinese Invasion of Taiwan 2 Risk 2: Factories outside Taiwan being unprofitable 3 Risk 3: Deceleration in Demand for Leadiadge /Al Chips
Risk Description Risk Description Risk Description
Chinalauncheslarge-scale military operation  to retake Taiwan 1 Delays andslow ramp -up of nodesundermine the profitability  of 1 Disruptive technologies, likguantum -computing andlow-
via: (F) Naval Blockade, (2 Missile Strikes, (3 Air and Sea Invasion " new fabs : power AI_ training methods, oAl underperforming  market
expectations
2. Neary9 0% of TS MC (wsuldbecamproniisedy, cutting >  Low operational traction keepproduction concentrated in Taiwan , 5 Less compute power needed leadgperscalers to cut HPC
off the global chip supply " limiting the effectiveness of thgeographic diversification efforts chip investments , softening demand for advanced chips
Impact on Business Model Impact on Business Model Impact on Business Model

sAn invasion wouldlestroy Taiwan's Base Risk 2

Base Risk 3
semiconductor industry  and plunge the world
into anunprecedented economic crisis T 26,5% |_m_| 0% 26,5% |_m_| -53%
Alexandre Coelho, o
PhD in I.R and Secretary of Asian and Pacific Studies Delays / Lower EXpeCted PrOfltablhty of U.S. Fabs
Beyond financial and operational impacts, it limits the dilution of — Margin Risk 3@ Leading Edge Demand - Risk’3Base
Geopolitical Risk Premium geopolitical risk, keeping downward pressure on the P/E multiple

A 1% risk premium was added to our cost of equity (Ke), given the

investment risk P/E NTM

G 23%

n
2,0% 3,0% 4,0% 5,0% 6.0% 219% - !'.

GlobalFoundries

19%

s e

15% e 7.036 |
3% e 5361 ) '
1%

fower
9%

3,550

12 14 16 18 20 2
ExpectedPS CAGR (202029) 2024A  2025E  2026E  2027E  2028E  2029E

*Cost of equity (Ke) without risk premium 13
SourcesRKT CapitahnalysisCapital IQ



TSMC i Long Recommendation

DCE AnalBECEE Valuation (US$)
Current Price TargetPrice
US$36,2 I— US$45,8

DCF Analysig§ FCFF Valuation
WACC 11.23% G 5.00%

Muligle Analvidwr IRR

Multiple Analysig 2028EXxit IRR

IRR
16.2%

16.6X%
Entry Multiple

13.9x
Exit Multiple

Crmmm O

!
&

Notes: (1) The4-Yearinvestmentwasinitiated in 26/06/202%andwill be concludedby 12/31/2028(2) The exit valuewas

calculatedby multiplying2 0 2 ®rdjested earningsby 2 0 2 B/EFprward 1y (3) Theexit multipleis set asthe medianof T S M C 0

multiple between201 0and201 9 reflectinga conse rvativep proactthat avoidsinflatingvaluationdasedn the current Al trend.

S

FCOF

TradingComps

PE NTM 2028E

Consensus

52-week trading

US$26

uss$27

US$30

US$25

uss$27

FairPrice

CurrenfPrice
US$36

US$45

US$63

us$44

UsS$44

US$52

C
(07}
N - SO
W
©

Target price sensitized by
WACC and G

Trading Comps with
Pure Foundries

Exit Value brought to
present value by sensitizing
multiple outputs

Capital 1Q market
Consensus

52-week price variation

14



3. Growth Drivers and Competitive Advantages Support Attractive Returns and Upside Across Multiple Scel

1 Sensitizing the 2029 EPS and the exit multiple, we see most scenarios with IRR above Ke '3 Stressinghe most sensitiveassumptioné the model,we arrivedat three scenarios

IRR Matrix (2028 PE NTMExit Multiplex 2029 EPS) Bear, Base, Bulbcenarios
Exit Multiple*
Market
2,6 Revenue
. 2029 88 186,5 233,6 265,6 192- 240
§ 3,0 (US$ BI)
»n 34
[a
w 38 CAGR
' Revenue 13,1% 16% 21,5% 24,6%  17%F 22%
4,2 (5 year)
Gross
2 With TSMC almost always above the reverse multiple we see an investment with margin of safe Margin 56,1% 50,5% 57,5% 58,7% 567 57,3%
PE NTM |RevserséMultiple 2029
——PE NTM Reverse Multiple Reverse Multiple * Walfers
Producedm]  12.172  17.600  19.888  21.800 .
30.0
12.2x Risk Premium o 2% 1% 0,5% -
250 IRR = KE
20.0 EPS 1,4 2,6 3,8 4,4 3,5
15.0 Reverse EPS** Exit Multiple* - 10,5)( 13’9)( 18,0X -
V‘vA' V
10.0
3.4x
5.0 19,0% CAG

IRR = KE

26,6% 90% -21%- 339

Jun-30-2015 Jun-30-2017 Jun-28-2019 Jun-30-2021 Jun-30-2023 Jun-05-2025

*ExitP/E NTMMultiple-2028 | ** EPS2029 15
SourcesRKT CapitahnalysisCapital IQ
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Callwith Santiago Biagirigrmer GlobalEquitiesAnalystat RPS Capital

Santiago Biagini,
Former global equities analyst at RPS Capital

Major Points:

1. sIntel requires more factory space due to lower tool utilization rates and poorer yields compared to TSMC.
Additionally, to compete in design, Intel needs more time for innovations and demands larger cores with more
transi stors that consume more energyT

2. SsFor TSMC, employing the EV/EBIT forward multipl]le
valuation in an industry driven by innovation and capital investments. This multiple offers a clear view of the
company's operational efficiency and helps investors to make informed decisions by focusing on the core earnings
power of TSMCT

=4
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Callwith StephandGabriel,GlobaEquities?ortfolio Managet LeblorEquities

StephanoGalbriel,
Global Equities Portfolio Manager at Leblon Equities

-

Major Points:

1. sTSMClUs corporate culture i s fundamentally differfrej
conservative guidance that the company will later surpass is deeply embedded in its culture. Its mission statemen
reflects this philosophy: prioritize the customer first, never compete with the customer, remain their primary
supplier, and never speak negatively about compet i

2. sSEven I f TSMC and Nvidia were trading at the same
segment being significantly less capittdnsive, the foundry segment is far less cyclical and exposed to a broader
range of value creation drivers. T
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Callwith Jodo Freitaf?artnerandGlobal Equities analyst at Mainu Capital

Joao Freitas,
Partner and Global Equities Analyst at Mainu Capital

Major Points:

1. SAlisT S M Qnaisgrowth driver, with technologicadvancementboostingrevenuemore thananyother
segmentInthe longterm Al, ledprimarilyby Nvidia,will continueto demandeadingedgechipswith ever

iIncreasingerformancerequirements T
2. s T S Mdaptedts R&D strategyto retain Apple by implementingncremental performance upgraddmt align

with thei P h oammualaunchcycle T
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Callwith KarinaFugita GlobalEquitiesAnalystat Geocapital

Karina Fugita
Global Equities Analyst at Geocapital

Major Points:

1. We seealot of risksin all of the semiconductorstocks

2. Currently, only ASML tradesat a price that justifiesthe expectedgrowth andrisk

3. We viewthe TSMQ ASMLrelationshipascooperative but T S M (péasgionwill clearlybenefitfrom the recent
performanceof Samsungndintel

4. We seeChinademandrisk as sectofwide; it's alargemarket andwe d o rkdotv whetherthesecompanieswill be
ableto sellthere tomorrow
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Callwith Vinicius Saldanh&|obal Equities analyst at Opportunity

Vinicius Saldanha,
Global Equities analyst at Opportunity

Major Points:

1. sEven with unlimited financi al resources,
chall engi ng. |t would | i kely take me at | east

2. s A nadvwancedabonly mattersif customerslike NVIDIA canactuallyuse iU so TSMCandits key partners
work closelyto definew h a tedhrscallypossibleandeconomicallywiable Thiscollaborativedevelopmentycle
takes Z 4 yearsof joint engineeringvith ASML (forthe tools) andcustomers(for designspec$, making it
extremelydifficultto replicate Thetrue barrieri s judidapital but the deepexpertiseandintegratedsupply
chainrelationshipghat TSMChasbuilt. T

repl i c

a
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Callwith Vinicius Saldanh&|obal Equities analyst at Opportunity

Vinicius Saldanha,
Global Equities analyst at Opportunity

Major Points:

1. sEven with unlimited financi al resources, replic
chall engi ng. |t would | i kely take me at | east a

2. s A nadvwancedabonly mattersif customerslike NVIDIA canactuallyuse iU so TSMCandits key partners
work closelyto definew h a tedhrscallypossibleandeconomicallywiable Thiscollaborativedevelopmentycle
takes Z 4 yearsof joint engineeringvith ASML (forthe tools) andcustomers(for designspec$, making it
extremelydifficultto replicate Thetrue barrieri s jugidapitalbut the deepexpertiseandintegratedsupplychain
relationshipghat TSMChasbuiltT
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Callwith Bernardo TrindadeGlobal Equities Analyst at Opportunity

Bernardo Trindade,
Global Equities Analyst at Opportunity

Major Points:

=

We seeTSMC aghe beststockto investin within the semiconductormarketright now.

2. Until recently we were investedin ASML but the risk of Chinesedemandandthe concentrationin the foundry
sector,combinedwith highvaluationsledusto closethe position.

3. Chinad o e sweedtd producethe bestproduct; it only needssomethingthat is goodenough To achievethis,
Chinesemanufacturer®ften take older equipmentandrun the transistorprinting process4 times overAlthough
this approachgenerates very highdiscardrate, they canaffordit becausdhey haveeffectivelyunlimitedcapital.

4. ASMLis losingbargainingpower as TSMdncreasinglypecomesa monopoly
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Callwith Silvio Doria EquityResearciAnalystat Safra

Silvio Doria,
Equity Research Analyst at Safra

! Silvio Doria V. De Carvalho (N&o verificado)

Major Points:

1. sInvaluingargetech companieswe typicallymodel instagesreflectingthe c o0 mp amaturatienover time. This
often requires a 1015 yearforecast asassuming perpetuity phasewithin just5 yearsis generallyunrealistic T
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Callwith Guilherme Saler, Global equities analyst at Safra Asset

Guilherme Soler,
Global equities analyst at Safra Asset

Major Points:

1. sThe mainrisksto the thesistoday are geopoliticaltensionsandthe threat of substituteproducts asseenwith
DeepSeelearlierthisyear T

2. "One of the key points inT S M Gnvestmentthesisis its revenuediversificationWhile the companybenefitsfrom
strong Al-drivengrowth, it alsoreducesrisk by servingother segmentsuchas smartphones."
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Callwith Caio P, UFMG LLM scientist

CaioP,
UFMG LLM scientist

Major Points:

1. The hardwareexchangalynamichaveaccelerateaignificantlyl would evensaythey are unsustainabldn fact,
companiesike Grog andSambaNovaavebuilt processorsspecificallyor LLM applicationsandthey aretied to
the Transformerarchitecture

2. sSinceGPUshavea highparallelizatiorcapacityandare currently a major researcliocus they are increasingly
seenas aviablealternativeto CPUs

3. sThisis mostlydueto the current hypecyclearoundLLMs | believeit is aneconomicbubblethat will eventually
burst. T
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Callwith Marcel Saraiva, NVIDI&xecutivein Brazil

Marcel Saraiva,
Brazil Enterprise Sales Managerat NVIDIA

Major Points:

1. Chip selection: | tds based on capacity and abi i
volume production, with full capacity and scalable manufacturing.

2. TSMC and geopolitical risk: every time there(s
u. S. will reduce our anxiety a bit, but 1t stil
term. An invasion would stop the world not just TSMC, not just NVIDIA, the entire world. 80% of my clients
would be left without supply overnight. | have no stock; everything is made to order.

a
I
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Callwith Marcel Saraiva, NVIDI&xecutivein Brazil

Marcel Saraiva,
Brazil Enterprise Sales Managerat NVIDIA

Major Points:

3. Scale is a key word in the semiconductor market. Economies of scale significantly reduce my production costs.

4. The choice is primarily driven by production capacity and fab availabli®MC is committed to delivering, and
NVIDIA to consistently placing orders. What truly sets TSMC apart is its ability to ensure delivery cadence and

predictability, which is essential in such a large supply chain. The more predictability and accuracy in decisions, tt
more confident and positive | am.
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Callwith Helio Oyama Director Business Development at Qualcomm

Helio Oyama,
Director Business Development at Qualcomm

Major Points:

1.

We seeonlytwo companiessleadersan advancedhodes: Samsurand TSMC. Intelis behind

2. Thefactthat projects havearamp-upU meaninghe secondbatchis better thanthe firstU keepsustied to a
foundry product

3. We d o nmséethe factthat we competewith Samsung inther productsas aproblemto beingacustomerof their

foundryservices
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Callwith Alexandre CoelhoPhD in I.R and Secretary of Asian and Pacific Studies

Alexandre Coelho,
PhD in I.R and Secretary of Asian and Pacific Studies

Major Points:

1. sAninvasionwould destroy Taiwan'ssemiconductorindustryandplungethe world into anunprecedented
economiccrisisdueto its heavyrelianceon thesecomponentsIf China invadeghe USmighthaltthe supplyof

inputsandmachinerycausinginpredictabledamageo the chipindustry Thus a Chinesenilitaryinvasioncould
prove unviablg
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Callwith Paulo Ernesto, Geoscientistat SEISGEO

Paulo Ernesto,
Geoscientist at SEISGEO
Major Points:
l. sTaiwan |Iies on the edge of a highly active subduc:H
its advanced infrastructure and strict enforcement of seismic engineering standards, earthquakes there typically
result in far | ess damage compared to | ess devel op

2. "Earthquakes are inherently unpredictable phenomena in terms of timing and magnitude; detection is only pgssibl
once the first seismic wave from the epicenter is registered. Nonetheless, in the Taiwan region, a major earthquak
IS expected roughly every 10 years, witkady e ar mar gin of error . T
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Callwith QualcommandNvidiaExecutives

Helio Oyama, Marcel Saraiva,

Director Business Development at Qualcomm Brazil Enterprise Sales Managerat NVIDIA

Major Points: Major Points:

1. We seeonlytwo companiessleadersan advancedhodes: 1. Scale is a key word in the semiconductor market. Economies pf
Samsun@ndTSMC. Inteiis behind scale significantly reduce my production costs.

2. Thefactthat projectshavearampupU meaninghe second 2. The choice is primarily driven by production capacity and fab
batchis better thanthe firstU keepsustied to afoundry availability TSMC is committed to delivering, and
product NVIDIA to consistently placing orders. What truly sets TSMC

3. We d o rseéethe factthat we competewith Samsung iother apart is its ability to ensure delivery cadence and predictability,
productsas aproblemto beinga customerof their foundry which is essential in such a large supply chain. The more
services predictability and accuracy in decisions, the more confident and

positive | am.
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Business model:ogicvsMemory

1 Whenwe saythat TSMCis aleadingcompanyin chipproduction, the differencebetweenmemoryandlogicmustbe understood

Function Customers Dominant Margin Players Type of Chip
Business model

| Logic Procesdata Apple, AMD, Pure Playoundry  Inadvancedhodes: TSMC, Samsung, CPU, GPUSo0C
NVIDIA 50-60% Intel ASIC
Memory Store bits in a Samsung Mobile,  Vertical IDM Verycyclicalcan Samsung, Micron DRAM, NAND
volatileway Hyperscales swingfrom 50%to

negative irmonths

2 Memoryis avery challengindpusinessvith low entry barriers commaoditizedoroducts andintensecompetition

——DRAM_USD_per_GB

33

—iX

2022-01 2022-02 2022-03 2022-04 2022-05 2022-06 2022-07 2022-08 2022-09 2022-10 2022-11 2022-12 2023-01 2023-02 2023-03 2023-04 2023-05 2023-06 2023-07 2023-08 2023-09

SourcesRKT CapitaAnalysis 36



TSMC Pure~oundryModel EnabledMarginLeadershi@ndStrategicStrength

With less scale and slower node development than TSMC, IDM verticalization becomes Integrateddevicemanufacturerdiavebeenunableto matchT S M (pécsof technological

economically unviable 2 innovationandnode releases
EBITMargin Chipgealiseroadmap
| N7 N5 N4 N3E
43% E TSMC m Samsunga Inte 46%
TSMC Aprails Q2020 Q4021 H2023
2% 4%
— Intel 019 Q3021 H2G 23 del
2023 2024 Equivalent :
Samsun . - -
37% Equivalont Q4018 Q4020 Q4021 del.

-46%

3 IDMs compete with their clients, creating mistrust and conflicts of interest
Revenue from ApplBamsung and TSMC [USD bn]

—— Samsung —TSMC

Apple shifteo TSMC

2024

SR PG USSIIRININGLX\ 1, Intel, Samsung, Apple, ASML, 37
RKT CanitalAnalveic



Business model: Pure Foundry vs IDM

1 The vertically integrated model of IDMs limits their operations, leading to lower margins as they lack specializatianadt, pameplay foundries benefit from their focused business model

Revenue Revenue CAGR Gross Margin EBIT Margin ROIC Capex as % of R&D as % of
(2020-2024) (avg last 5 yrs) (avg last 5 yrs) revenue Revenue
tﬁc $90.1 18,7% 55% 44% 33% 43% 7,1%
SWQ? $8 19,7% 26% 2% 5% 51% 9,5%
g GloelFoundries $6.7 8,6% 16% 8% 1% 23% 7,3%
SAMSUNG $22 2,3% 49% 10% 7% 18% 7,1%
intel $53.1 2,3% AT% 12% 10% 18% 31,2%

2 In addition to their less efficient operations, IDMs struggle to launch new products and keep up with TSMC at the leaglin§iezdéniling to meet their release timelines

N7 N7+ N6 N5 N4 N3B N3E N2
180 TSMC H1018 H2a419 EOY(O20 Q2020 a22 H2022 H2023 Q4025
Roadmap
Actual delivery Aprals Q2019 Q4020 Q2020 Q4021 Deci22 Q4023 Q4025 (est.
Intel Equivalent U19 - Q3020 Q3021 H2023 - - U25 (est.)
Samsung Equivalent Q4018 Q1019 Q1020 Q4020 Q4021 Q3022 - 0206526 (est .

SourceslIntel, Samsung, TSMC, Capital IQ 38



InsideTSMC: Business Model OverviegmsuringMarket Leadership

TSMC stands out for itsompetitiveedgein leadingedgetechnology which hasbeendrivingits Thisis only possiblebecausel SMCinvestsheavilyin capexto deliverthe most advanced
market sharegains technology maintainingts competitiveleadership
Revenueoncentrationiin Leadingedge% Capexin billions
m>7nm  mLeading Edge Foundry Leading-Edge mmm Capex —— Capex % of Revenue Total Wafer
market share market share Shipments
36.3 20187 2024
50% 5800 30 30.5 29.7 87,5mm
0
3Nm
Avg Yield
50% 42% 20187 2024
85%
2021 2022 2023 2024 2021 2022 2023 2024
Alongsidecapex the companyinvestsheavilyin R&D,which ensurests abilityto launchcutting Finallythe companyis ableto scaleefficiently reducingcostswhile deliveringhighcapacityand
edgetechnologies advancedechnologysolutionsto its clients
EBITandR&D in USDbn Nopat MarginvsIC Turnover
m EBIT (USD bn) m R&D (USD bn) 1
SAMSUNG
0.8
% 0.6 ": GlobalFoundries UIVIC
|_
Q 04 . . .
- DifferentiationandCost Leadership
0.2 smMmic Economies of scale, switching costs, and efficiency are the
I I I ' ~ three main pillars supporting this return
0
2015 2016 2017 2018 2019 2020 2021 2022 2023 N e L

NopatMargin

TSMC, RKT Capitahnalysis
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Inside Intel: Overview of a failed vertical integration in Foundry

Intel'srevenuedecreasediueto issuesn its foundry Over 95 %of F 0 u n deveypukece mesfrom external :
bUSINEsS dlients 3 Recurring Delays Have Erode
Intel Revenue Breakdown (in USD billions) FoundryRevenueBreakdown(2022f 2024) Intel launch roadmap vs. actual release dates
Launch TSMC
m Foundry m Others B Intern Sales W Extern Sales Product Target Date Date Equivalent
Intel
98.3% 95.0% 97.8% 10nm 20142017 2019 2018
Intel 7nm 2021 2023 2020
35.6
Intel 3 (4nm) 2023 2024 2022
Intel 18A
2024 exp. 2025 exp. 212025
17.5 17% 5.0% 2 204 (2nm) P P
' Due to delays, Intel discontinued its 3nm node and moved
2022 2023 2024 2022 2023 2024 directly to 2nm in an effort to catch up with TSMC
4 | n t feuhdilylmgssignificantiypehindTSMC intechnology 5 The CHIPSAct subsidyis a positivesignfor Intel, but it will take timeto becomea gamechanger
Callwith Helio Oyama, Busined3evelopmentat Qualcomm,on of the biggestfablessn the market Chip act Breakdownandcomparsionwith scaleof foundriescapex(in USD billions) 2024

Intelstruggleso compete ifeadingrodes inte! [ 22
99 P g e ‘ 22% B Capex M Subsidies
S | nstcleatiypehindvhencomparedo TSMC TsMe ‘- 16.9%
andSamsung. Thegdto partnemwith TSMC
lastyearbe causgheirfoundnfackedhe Samsung‘- 16.4%

feglieernelogs Global Foundries ‘. 3.9%

HelioOyama, BusineBsvelopmerat

Others ‘l 0.5%
Qualcomm

Intel TSMC

SourcesRKT CapitaAnalysisintel, Capital IQ 40



Inside Samsung: IDM Foundry business model

S a ms doorglyyrevenueshighlightits difficultiesin the segmentindthe downsidesof vertical
integration _
SamsungoundryRevenue Samsunilargins

2 Its muchthinner marginsccomparedto TSMCrevealoperationalshortcomings

—— EBIT Margin

EBITDA Margin

524 59.14

2,019 2,020 2,021 2,022 2,023 2,024

Samsun§ o u n dhiggesicrellengas reachinghighvolumeproductionreliably

By competingwith its own foundry customersin end-products Samsunf@psesmajoraccountdike Apple 4 enoughto inspirecustomerconfidence

Apple choiceof foundrycompanies Samsungoad mapvs actualrelease
Chip Device(s) Year Foundry Process
APL0098 iPhone 2007 Samsung 90 nm AIthoughSamsquu_cceeds’sn pringil_wgnew proc_essno_de_sto _marketon a_timeline
APL0298 iPhone 3GS 2009 Samsung 65 nm comparablewith its peers its mainchallenges achievindigh-volumeyields
A4 iPad, iPhone 4 2010 Samsung 45 nm
A5 iPad 2, iPhone 4s 2011 Samsung 45 nm Product Target Date Launch Date
A5X iPad 3rd gen 2012 Samsung 45 nm Samsung 10nm 2016 oct/2016
A6 iPhone 5 2012 Samsung 32 nm Samsung 7nm 2018 nov/18
AGX iPad 4th gen 2012 Samsung 32 nm Samsung 5nm 2019 jul/20
A7 iPhone 5s, iPad Ai 2013 TSMC 28 nm Samsung 4nm 2020 2021
A8 iPhone 6 2014 TSMC 20 nm Samsung 3nm 2022 Jun/22
A8X iPad Air 2 2014 TSMC 20 nm Samsung 2nm 2025 exp. 2025
A9 iPhone 6s 2015 Dual 14 /16 nm

SourcesRKT CapitaAnalysisSamsung, Capital IQ 41
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VerticalizationWhy packaging s asbaidasfabless

1

2

Even if you wanted to get into fabless it would be much more difficult than in packaging because of the giant barrieys to ent

SBarries to entry: Economies of Scale, when

Economies of Scale Customer Captivity

Fabless Yesi HugePlayers Yes
Packaging No Yes, but only in advanced packaging
By verticalizingpackaginggoud o rcdmpetewith your customers 3 We incorporateit into the modelwith stronggrowth potentialandno fear of business modeisk
TSMCOthers Revenugin US$hillions
TSMC Customers Non TSMC Customers 2008
1styearof
packaging
Fables®layers Packaginglayers e OWeTCADACTYY

~ Qualcoom , o
AnvoiA @ == @mkor B
: - Technology® 2024A 2025E 2026E 2027E 2028E 2029E

g ASE GROUP
43
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What are FinFETandGaaFE™?

Overall,whatisthis? There are three MOSFET (MetdDxidef Semiconductor) transistor architectures used inside chips

Architecture Structure Advantages Disadvantages Use at TSMC
Horizontal channel Mature, low cost Poor control at <28nm Use <28nm
Very high yield on older High leakage currents
— 4 nodes
|
Planar FET
Ver ti cal s f i r Betterchannel control vs Density limits when fin width 28nmf 3nm
planar increases

GAAFET

Significant leakege reductiol

Multiple nanosheets as Super channel control Higher Capex and Longer  <3nm
channel 20% higher transitor density yield rampup at initial
vs FINFET production

SourcesRKT CapitaAnalysis
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FInNFETto GaaFETransition

1 Thetransitionto 2nmwill increasethe TSMCswitchingcosts 2 The number of errors in the first months of GAAFET is an essential point
: Impact in
30% FINFET GaaFET
TSMC

The changds essentialn the nodes <3nnto keepMoore’s law alive

Number of smaller because it bigger because it ha worse initial yield
possible defects only has one three modules
25% module

need for volume smaller because it larger because with architectural change
in the first months has fewer defects a greater number of increases the need

D 20% and does not errors a larger base for volume in the

8 need such alarge is needed first few months,

g GAAFET base something that only

< TSMC can achieve

% 15% yield after high,mainlyfor according to initial ~ As TSMC has a

= a few months TSMC data it seems that it higher volume in the

§ : will tend towards initial months, the

] Lower swithcingCostd FinFET yield gap should

5 10% : ' increase.

~ time to change between 6 and 9 Around 12months  increases switching
foundries on a months costs to leave

506 large SoC TSMC, since the

time is long and the
company would
Planar FET have to continue
paying TSMC while
ramping up the
other

0%
0 2 4 6 8 10 12
Monthsto switchlargeSoCto anotherfoundrie

SourcesRKT CapitaAnalysis 45



More SwitchingCosts More PricingPower

1 With theyieldgap in EU\&doption T S M (bficgigpower increases

EUVAdoption T S M GSirategyOutperformedS a ms uStragegys

Company Year of EUV Adoption

Avg. Yield of first 3 EUV Projects

SAMSUNG

2018f First Mover Aprox. 50%

2019F Prioritizing technology maturity an

0,
yield protection Aprox. 80%

3 We alsoseethis with the increasen switchingcostsdueto GAAFET

30%

25%

20%

15%

10%

5%

YieldGap (TSMQo bestpeen *

0%

Transition to GAAFET in 2nm will increase switching costs

and the importance of first orders!
Adoptinga morecomplexarchitecturewill makethe initial volume B

more critical andincreasechangeovetime
@ GAAFET

Planar FET

2 4 6 8 10 12
Monthsto switchlargeSoCto other foundrie

2 Grossmarginhasfinallybrokenthe 50%barrier

GrossMargin%

2018

2019

2020

2021

2022

2023

2024

SourcesRKT CapitaAnalysis
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-
Double SourcingNot arisk for TSMC

1 Double SourcingOverview 2 Qualcomm faces problems due to lack of supply

SmartphoneSocsmarketshare2022

Double Sourcing A Customer Strategythat improves TSMC Position

Strategy Benefits Problems Qualcomm Market Cap in 2022: Approx US$ 100 Bi
Design the product to be 1) Reduce geographic risks 1) Increase in fixed costs before tl
produced by two different foundrie 2) Increase bargaing with supplie start of ramping

Apple A9: Appleuseddoublesourcingto reducegeographicisk f Transfereallthe productionto TSMC

AMD Prometheus : AMD useddoublesourcingto increasebargaindg Transfereto TSMChbefore ramping

3 Fact highlighted in the interview with its CEO m Qualcomm

| Apple
B Mediatek
W Others

sThe company has no choice but to diversify its sources due to high
demand and limited production capacity at TSMC.
Cristiano Amon, Qualcomm CEO in 2022

SourcesRKT CapitahralysisBloomberg 48



Moat Size

1 PeersRegressioandChallengdo replicateTSMC business model

s E v e nunlinited financial resources |, replicating
TSMC's business model from scratch would be
immensely challenging . It would likely take meat least a
decadeT

Global equities analyst at Opportunity

80%
70%
60%
50%
40%
30%

y = 0.0143@%15.
20%

10%

00 e L .
0.00 0.50 1.00 1.50 2.00 2.50 3.00 3.50

2 Moat SizeCalculation

ROIC WACC ROIC/WACC MKT Share
TSMC 32% 11% 2,96 67%
Samsung 6% 9% 0,74 8%
Global Foundries 1% 10% 0,13 5%
Tower Semiconductor 5% 10% 0,53 1%
Umc 0% 5% 0,00 5%
Huahong Group 2% 9% 0,19 3%
Psmc 4% 6% 0,71 1%
Nexchip 2% 6% 0,41 1%
VIS 14% 10% 1,35 1%
3,7% 0,03% = 148 yr
Minimiumviable Avg Market
Market Share ShareChange Moat Size

SourcesRKT CapitaAnalysisBloomberg




Competition Demystified Barriersto entry in the foundriessector

1 Signof barriersto entry andcompetitiveadvantages

SThere are two telltale signs of the exi

COMPETITION - . : . -
(1) Stability of market share among firms 2)Prof i tabi Ity of fir

2 Signsn TSMCscase ( ROIC | MarkeBhare)
ROIC WACC 2020 2021 2022 2023 2024
Market share (%)

[TSMC 61,29 52,1 58,5Y 61,29 67,19

Samsung 11,3% 18,3% 15,8% 11,3% 8,1%

Global Foundries 5,8% 6,1% 6,2% 5,8% 4,6%

Smic 5,2% 5,2% 4,7% 5,2% 5,5%

Tower Semiconductor 1,1% 1,4% 1,2% 1,1% 1,0%

umc 5,4% 7,0% 6,3% 5,4% 4,7%

11.1% 11,400 g Huahong Group 2,0% 2,9% 2,6% 2,0% 2,6%

8.9% 8.6% Psmc 1,0% 2,0% 1,2% 1,0% 0,8%

Nexchip 1,0% 1,2% 0,9% 1,0% 0,9%

2020 2021 2022 2023 2024 VIS 1,0% 1,5% 0,9% 1,0% 0,9%
50

SourcesRKT CapitaAnalysisBloombergCompetitiondemystified



Competition Demystified TSMCMoats

1 The StrongestBarriersto Entry, in Competitio®emystifiell giew

to entry: Economies of Scale, when

g A SBarries
~ TsMC Application: )
1) Economies of sc&i# is the biggedoundrian the worldR Capex Dilution

2) Customer CaptiviRSwitching CosigYield Learning

COMPETITION

2 SignsAccordingto the Competitio®emystifieFramework

TSMC 5nmRamp- up

Samsung 5niRamp- up

N Capex —— Capex % of Revenue
+ Rampf up —

+ SwitchingCosts
D

36.3
—

305 29.7 /

0 1 2 3 4 5 6
Months

30

Yield(%)

2024

2021 2022 2023
51
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SwithcingCostsi Monopolylnvestigation

1 Typesof switchingcostsby SemiconductoSector

Type of Switching Cost Inherent Strategic
Fabless Firmware Bundling
Manufacturing Asset Specificity Contracts Take or Pay
Foundries Yield learning Contracts Take or Pay
Testing Test Program Sets Support Contract
Design Learning Costs Bundling

2 Nvidialnvestigation

sUS | aunches antitrust probe into Nvidia over sales practices, The Information reportsT
Shares of the company fell around 3.6% in premarket trading on Friday.
DOJ investigators are looking at whether Nvidia pressured cloud providers to buy multiple products, the report said, @ijfgyipvolved in the discussiofisStrategic Switching Cost

The investigation is also looking into whether Nvidia charges its customers more for networking gear if they want to thiggsAtan rivals such as Advanced Micro Deviaedl Intel, it
added.

SourcesRKT CapitaAnalysisReuters 52



TSMC:Patents

1 TSMC rankamonggloballeadersan semiconductodPfilings 2 Strongpatentportfolio growth andnearperfect U.S.approvarate.
Companiewiththe mostUnited Statepatentsgrantedo themin 2023 Numberof patentes in 2024
Intel Corp NG 2,145
P 2024 Total
Micron Technology Inc IEEEE—— 2 233 2nd
LG Electronics Inc NN 2,206 Patentranking
Apple Inc I 2 536 Cumulative patent applications 9100+ 104000+ us
Samsung Display Co Lt N 2,564
| i
Canon Inc 2,890 Cumulative patent grants 6700+ 69000+ 2nd
International Business Machines Cojilll N 3,653
Patent
Taiwan Semiconductor Manufacturing Co TSMC L il 3,637 acception
Qualcomm Inc I 3 554 U.S. patent allowance rate 100 % ranking US

Samsung Electronics Co Ltdillllll 6,165

3 TSMCscalegrotection of proprietary manufacturingcnowledge 4 Thecompanyrelieson patentsto sustainits technologicaleadership

Trade Secret Registrations

100000
40000 Sylvia Fan&eniorVP/GeneraCounselat TSMC
20000 . . .
10000 12000 Intellectuapropertys ourtreasurepatentsandtradesecretsre essentialo protecting
T S M @&thsologicéadershipndensuringurfreedornto operate'
mm mu B
2019 2020 2021 2022 2023

SourcesRKT CapitahralysisBloomberg, TSMC IR 53



GlobalFoundryMarket Share(2014f 2024)

—ismc —samsung —umc

5

5494
49% S0%

H
&—E——pp

% 6% 7% 7% B — 6% 12—y

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

SourcesBloombery



TSMC MarketShareProjection

1 Current Market Share in Foundry and Leadidge Segments

Foundry Leading-Edge
market share market share

2 Asleadinedge chips represent a growing share of t he overtawalditsieadinggdge markditShM€Gs t ot al foundr
TSMCFoundryMarket Share[%)]

B

2020A 2021A 2022A 2023A 2024A 2025E 2026E 2027E 2028E 2029E

SourcesRKT CapitaAnalysisBloomberg 55



Appendix- Management




Callwith StephandGabrielfrom Leblon Equities and Marcel Saraiva from Nvidia

Stephano Gabriel, Marcel Saraiva,
Global Equities Portfolio Management at Leblon Equities Brazil Enterprise Sales Managerat NVIDIA
Major Points: Major Points:

1. $sTSMCUs corporate culture is |funidarheeholceid plinyariydiiver bg praeluttion dagadityand fdba t o

Western companies. The practice of providing a conservative availability TSMC is committed to delivering, and

guidance that the company will later surpass is deeply embedded NVIDIA to consistently placing orders. What truly sets TSMC
in its culture. Its mission statement reflects this philosophy: apart is its ability to ensure delivery cadence and predictability,
prioritize the customer first, never compete with the customer, which is essential in such a large supply chain.

remain their primary supplier, and never speak negatively about
competitors. T
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3. Management with Aligned Incentives and a Strong Track Record ofTeongValue Creation

1 Compensation is mainly focused on variable pay tied to stesrh results 2 The companyids values and cul-makingendaalue creatlore a |

TSMC 2024 Manage ménompensation
p
ﬁ,

TSMC RealBonus = TSMC Culture L . \
BaseSalary TargeBonus« [0.5 x Revenue Performance +%MarginPerformanced 24.9% PureFoundry No Layoffs e —
[0.7 x Executivéeadership 0.3x ESG Performance] ' A
TSR 10y '
8% . '
’ Morris Chang CC Wei o“ .
TMSCFounder TMSC CE
Short Term
Incentives S donUt fire peopl e juslt 2&8nvolintarl) alv et
Avg Time in month | ater. s Turnover Rate
Morris Chang, in an interview in 2025 0,2%

Long Term Equity Incentives

3 Always spending a lot of capital, but with very intelligent allocations as in the adoption of EUM  Strong managememinddisciplinectapitalallocationdrive consistent guidancebeatingperformance

Case study of EUV adoption in 2018 Manage memjuidance'sactualperformance

B Guidance Min (%) B Guidance Max (%)

TSMCallocates 13% of its annual capital expenditures to ASML EUV

Company Year of EUV Adoption Avg. Yield of first 3 EUV Projects
@w #Actual Performance

SAMSUNG 2018f First Mover Approx. 50% @’

¥ o . 10% 10% 10%
! 20197 Prlorltlglng techno!ogy maturity ant Approx. 80%
il yield protection

20102015 20152020 20212026

SourcesRKT CapitaAnalysisCapital IQ, TSMC, JP Morgan 58



TSMC Culture- Market Vision

1 The market focuses a lot on the company's oriental culture as an essential point 2 This was already seen in the 1990s with Japan in the automotive industry.

flos Anaeles Times

I - . B
; TSMC's culture is very different from Western - .
‘E‘ m ~ ! companies, this is something from Eastern culture, Wh'y _C anut Amer| C e _ C atch Up? De s
3 - very hard work, a good part of the success is linked by U.S. flrms, the Japanese are still bU|Id|ng better cars.
A | to this Now, new thinking in Tokyo threatens to make the gap even
m v Stephano Gabriel, Equities at Leblon Equities wider.
The difference is that Japanese asseiindyworkers are made to
feel like members of a team, not through words but deeds.
3 However, the result after a few years was not what was expected. 4 Looking at Japan's productivity in relation to the United States, it has stagnated
» 140%
>
5000 2 120%
4000 S 100% BE=
3000 ? 80% N LA I I
sl Y
2000 S 60% ® :
S
1000 O 40%
o
0 5 20%
1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 20142016 2018 @ 0%
—
—JAMA Member’s Exports to US =——=JAMA Member’s US Production 0% 20% 40% 60% 80% 100% 120% 140%
Labor Productivity pemworker
59
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TSMC Culturer Our Vision

1 Integrity is TSMC's first value and can be measured in guidance 2 Meritocracy can be seen in current management

Actual Board of Directors
Integrity is our most basic and most important core value. We tell the truth. We believe
that the record of our accomplishments is the best proof of our merit. = I"\

First sentence of TSMC's values document .=

!

-pl)—:anr]igd TSMC Long Term Guidance Details S Performant;ee:i)c\)/c(jer the Guidance ‘ }'

201¢ 2015 Revenue CAGR = 10% Revenue CAGR = 15%
2015 2020 Revenue CAGR =f8.0% Revenue CAGR = 11% CoCOO  CoCOO
Operating Profit CAGR = 10% orfB8L0%
20212026 Revenue CAGR = T20% RGUEIIE EAEIXE Skt Everyonestartedin low positionsandworked their wayup in the company
3 The relationship with employees is reinforced by job stability 4 And also positively affects customers and shareholders

Relationship with TSMC policy
Customer Never reduced investment in R&D
Customer never expanded to another model, not

competing with the customer

2019 2020 2021 2022 2023 Shareholder never decreases the dividend paid from
year to year
—|nvoluntary Turnover Rate

SourcesJP Morgan, TSMC 60



ManagementThere have been mistakes in the past

In 2005, TSMC's founder stepped down as CEO after 18
years

40nm rampup [%]

Mr. Chang steps down as CEO and takes on
the role of Chairman of the Board

Morris Chang, TSNEGunder

Yield(%)

With only 7 years of experience at the
company, Mr. Tsai assumes the role of CEO

Rick Tsai, TSMC CEO 20@809

4 Chang's return represented a clear vote of no confidence in the handling of the 40nm crisis ' 5

® o Q

Inside TSMC II: Nvidia's 40nm crisis and Morris Chang's solution

Morris Chang actions Description

Took Direct Leadership Returned as CEO and personally led the recovery efforts

Reorganized manufacturing and engineering teams to focus on yield

Operational Restructuring improvement

Provided financial compensation and prioritized capacity allocation

Client Support &
key clients like NVIDIA

Compensation

Mobilized internal taskforces and intensified R&D efforts to quickly

Fast-Track Yield Recovery stabilize production yields

In 2009 the new CEO faced serious rawp issues with the
new 40nm node, with very low yields

Due to the underwhelming performance, the new CEO
initiates mass layoffs on a scale never before seen at TSMC

Estimated cumulative layoffsA0nm crisis

Mr. Chang reassumes the positic
and invites all employees back

Q4 2008 Q1 2009 Q2 2009 Q3 2009 Q4 2009

\QQ

In 2018, at 86 Years Old, Morris Chang Stepped Down as CEO and Became Chairman Emerit

With over 20 years at TSMC, Mr. Wei assumes the role of CEO, leading
operations and technology development

C.C. Wei, TSMC CEO

After nearly 30 years as CEO, Mr. Chang steps down definitively in 2018
and takes on the role of Chairman Emeritus, offering advisory support

Morris Chang, TSNFGunder

*Estimatedzalues
SourcesRKT CapitaAnalysisBloomberg, TSMC
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TSMCShareholdeBase

ShareholdeBase Majorshareholders

JPMorgan (Taipdi)Custody for EuroPacific Grovvthl 1%
0

E‘ Fund
il

BlackRock CAPITAL ir GIC General Public
GROUP"

iShares Core MSCI Emerging Markets EI: 1%

6.4% 5,1% 3,6% 3,3% 56% Yuanta/P-shares Taiwan Top 50 ETI 1%

N New Labor Pension Fund (Taiwanl 1%

R 92,4% Fredloat

Vanguard Emerging Markets Stock Index Ful 1%

Compositioof shareholders

Vanguard Total International Stock Index FurI 1%
(Vanguard Star Funds) 0
MW Foreign Institutions and

natural persons Norges Bank via Citibank Taiwan. 2%

B Domestic Natural
Persons Government of Singapore Investment Corp. (GIC) . 3%
0

. via Citibank Taiwan
B Government agencies

National Development Fund, Executive Yu- 6%
ADRT Taiwan Semiconductor Manufacturin
20%
Company Ltd.

W Financial Intitutions

m Other judicial persons

SourcesTSMC, Bloomberg 62



ESG

Becausd S MQabsareextremelyenergyintensive the companyis committedto boosting
the shareof renewablepower in its overallelectricity mix

Renewablenergyshare

60%
6.80% 7.60% 9.20% 10.40% 11.20%
== == B OB B
2019 2020 2021 2022 2023 2030

TSMCdemandsighlyeducatedorofessionalscrossits workforce, yetits strongincentivesand
companyculture helpmaintainalow attrition rate

Turnover rate
——Total Turnvover Rate

2022 2023 2024 —\/oluntary Turnover Rate
PhD 39% 3,7% 3,7%
Master 47,4% 48,5% 48,6%
Bachelor 295% 29,9% 29,9%
High school 10,9% 10,5% 10,4%

Avg year on service 8,7 8,7 8,7

Total Employees 76.478 83.825 85.134

2022

2019 2020 2021

2023

4

The companyhasset numeroussustainabilitgoalsaimedat making itgproductionincreasingly
lessharmfulto the environment

Indicator 2023 Target & Deadline

0,
Renewable energy share (% of 11.2% 60% by 2030 1006 by 2040
electricity)
Absolute GHG emissions ~17 Mt COFe Net-Zero by 2050;
Reused water (Mm? per year) 12.61 Water-positive site(s) by 2030
Reneyvable energy share in key N/A 50% by 2030
suppliers
Waste recycling rate 96% Zero-Waste by 2030

Due to the needfor highlyskilledprofessionalsT SMCinvestsheavilyin education particularly
in programsthat promote greaterinclusionanddiversityin the talent pipeline.

Morris Chang, TSNKOQunder  § 1”

We investheavilyin educatiobecauseurfabsrelyon peopleof

integrityandtalenf innovatorsvhocanthriveat the leadingedge

STEMEducation& Community:
A Extensivandustryacademigartnerships collaboratingwvith universitiesvorldwide

to developsemiconductorcurriculg internshipsandresearchprograms.

Throughthe TSMCEducationandCulture FoundatiorandCharity Foundationthe
¢ o mp acomymiussityprogramsreached435,000+beneficiariesn 2023

SourcesTSMC IR
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ManagementActual board of directors

)
! '96,
-—Q

%‘\

C.C Wei Wendell Huang
CEO CFO

SourcesTSMC
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CC Weit CEO Overview

1 CC We i ti@ajsctory to the current position

-
S8

semiconductor manufacturing ) )
STMicroelectronics

YAL P
j %y Chartered K,[ tﬁ;;% :

i
1§]

B

e =

PHD inelectricalengineering Top Management Top Management Joinedin TSMC

2 TSMC Business model is the core of the compamyéi's mind

- =

f/-”:

BecameCo - COO

sThere are two strong competitors, one in South Korea

in California. They continue to make their own products and

want to compete with TSMC. But to thrive in this industry, the

first step is to not compete with the customed t hat Gs t he

essence of the foundry model . T

Ceremony in which National Yang Ming Chiao Tung AN P ~ h

University awarded Wei an honorary doctorate 5838383885833 32 2349333
O O O O O O O O O O O O O O o o o
— N AN AN AN N N N N &N &N NN N N N N
S 3 3 3 33 3 3030 330 3 3 3 38 8 3
D O O O O MO O O O O O O O O O OO om
T §F I T I ITITITITITITITITITSIII SIS

4/30/2016

BecameCEO

an

4/30/2017

>

4/30/2018

3 Keeping this business the action performed very well with him under command

4/30/2019

Stockappreciation
4,8X

4/30/2020

4/30/2021
4/30/2022
4/30/2023
4/30/2024
4/30/2025

SourcesTSMC
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Wendell Huang CFO overview

1 WendellH u a ntrgject®ry to the current position

MBA in Cornell Banker Banker Banker

2 Huangis primarily responsible for managing the company's capex

JoinedTSMC

BecameCFO

3 Which is usually adjusted throughout the year to follow the sector's cycle

Year Guidance (US$ BI)  Actually spent
»:-:5 e s Aigherlevelof CapExis alwaydinkedto greater (US$ BI)
{| ' growth opportunitiesin the followingyears aslongas 2022 40- 44 36,3
t-—.:’ our demandhorizonremainsstrong, we will continue
e toi nvest . T 2023 32- 36 30,5
- Earing<Call, 3Q24
%‘\ 2024 28F 32 29,7

SourcesTSMC
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Y.PChyni Co COO Overview

1 Y . Rdjestory to the current position

e KUy,
&

£-:4
3\

ONAL
Syzam®
AD
4

S

E
|
:
E

o =
==
=
P

; gs
==
.=
=

=

e
1931

1980s

2016

A

ey
7

2024

One of the first employers Fabl Director

ElectricalEngineerin@achelor

2 Chyn runs the fabs and is responsible for international expansion

sWe will continueto seekroom to expandour
investmentsn Taiwanevenaswe expandgloballyto

Technology VP

OpearationsSeniorVP

BecameCo COO

3 Which has been achieving satisfactory results

B

SourcesTSMC

Bl b
ensure2nm capacitycanmeet customerdemandin the comberd
longterm. TSMClOs Arizona Chip Production [i
US Push
Ceremony for new Kaohsiung fab, March 31, 2025 Date: oct/ 2024
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Y.J Mif Co COO Overview

1 Y . trajectory to the current position

In
£
=

[Juu]
” ||:”
il

©

UCLA

T AT aari Finn
Wit dititis g A, AT

mc tsmc tsmc
SO SO N

PHD inelectricalengineering Researchin US campus Enterin TSMC

2 Miiworked for years in R&D and was one of the highlights in the late EUV performance.

SWe have improved the pellicle transmission rate
quite a lot in order to overcome the power loss
challenge. The pellicle transmission rate has been
improved to 83% now. We expect to improve that
to 90% in 2019T

Becamea P&Demployer Became P&D VP

Became&Co COO

3 Which patience with the films was crucial for the good result

Avg. Yield of first 3

Company Year of EUV Adoption Start of Pelicle Use EUV Projects
SAMSUNG 2018F First Mover 2023 Aprox. 50%
20197 Prioritizing technology 2019 Aprox. 80%

maturity and yield protection

SourcesTSMC
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ManagemenExecutiveleam

Name Current Position Years at TSMC Prior Experience

Dr. C.C. Wei Chairman &EO 27 STMicroelectronics; Chartered Semiconductor; Texas Instruments
Lora Ho SVP, Human Resources {€¥0) 26 TI-Acer Semiconductor Manufacturing Corp.
Dr. Wei-Jen Lo SVP, Corporate Strategy Development 21 Intel; Motorola; Xerox; Academia

Rick Cassidy SVP, Corporate Strategy Development 28 National Semiconductor; U.S. Army
Y.P. Chyn EVP &Co-COO (Fab Operations) 38 TSMC founding team / ERSIORI

Dr. Y.J. Mii EVP &Co-COO (R&D) 31 IBM Research

Dr. Cliff Hou SVP, DeputyCo-COO & CISO 28 ITRI; Academia

Dr. Kevin Zhang SVP, Business Development & Depaty- COO 9 Intel

Wendell Huang SVPCFO & Spokesperson 26 ING Barings; Chase; Bankers Trust

Dr. Morris Chang Founder & exChairman/CEO (19872018) 31 TexasInstruments Generallnstrument

SourcesTSMC
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Management: Boaraf directors

Year Years on

’ ,
Name Independent” Joined  Board Summary of Experience
C.C. Wei No 2017 7 TSMC CEO; held multiple executive roles in technology and business development; Ph.D. in Electrical Engineering.
F.C. Teeng No 1997 27 FormerVice ChairmarandPresidentof TSMC; 50+yearsin semiconductorieadershipPh.D. inElectricalEngineering
. : _ No 2024 <1 Ministerat T a i whManofasDevelopmentCouncit former PwC Taiwan ViceChairandIBMexec
Chin-Ching Liu
Yes 2002 22 Former CEO of British Telecommunicationexperiencen global tecHeadershipandcorporate governance

Sir Peter L. Bonfield

) . Yes 2015 9 Former CEQO of AppliedMaterialsformer Intel seniorexec expert insemiconductormanufacturingundtech strate
Michael R. Splinter bp > G exp @ gy

Yes 2019 5 Former CEO of Xilinx; executiveroles at CadenceandLSILogiG experiencen chip desigmndsemiconductor

Moshe N. Gavrielov leadership
L Rafael Reif Yes 2021 3 PresidentEmeritusof MIT; academicn ElectricalEngineeringexperiencen innovationandtech policy.
Former CEO andChairof Xerox andVEON; strongbackground iimanufacturingcorporate governanceandSTEM
Yes 2024 <1 :
Ursula M. Burns leadership
Yes 2024 <1 Former Chairand CEO of Sunoco;former Shellexecutive extensiveexperiencen globaloperationsandenergy
Lynn L. Elsenhans
Publicfinancescholar;former Director-Generalof T a i [Fi@ance3epartment experiencein governmentand
. Yes 2024 <1 :
Chuan Lin academia.

SourcesTSMC 70



Board Skills

Title 2’:‘3"&? Director Independent Director
nare cows | ety | O | Sl | Vdmt | Wolel | Lnar | Vgt | ml | G
Gender Male Male Male Male Male Male Male Female Female Male
Nationality R.O.C. R.O.C. R.O.C. UK Us. U.s. U.s. u.s. Us. R.O.C.
Age 71-75 76-80 61-65 76-80 71-75 66-70 71-75 66-70 66-70 71-75
Employed by TSMC v

Professional Knowledge and Expertise
Business v v v v v v v v v
Technology/Innovation v v v v v v v v
Finance/Accounting v v Vv
Sales and Marketing v v v v v v v v v
Cybersecurity v v
Academia v v v

Skills and Experience

Egi‘:{g&d“s”p v v v v v v v v v v
Global Market Perspective W v v v v v v v V
E:lr;leitr:ig:ggctor Industry v v v v v v v v
'Ef,gr;’:,ﬂ;:g porate v v v v v v v v v v
Financial v v . v v v v v v v v
ﬂgﬁ’j};‘:ﬁu:i;‘; v v v v v v v v v
Business Development v v v v v v v v v
Risk/Crisis Management vV v v v v v v v v v
HR and Talent Development v v v v v v v vV v Vv
Environmental Sustainability v v v v v v v v v v
Social Engagement v v v v v v v v v v

SourcesTSMC 1



ManagemeniGuidancevs Actual Performance

Time period TSMC Long Term Guidance Details Actual Performance Over the Guidance Period
201G 2015 Revenue CAGR = 10% Revenue CAGR = 15%

= [0)
20152020 Revenue CAGR =fL0% REVEIS GACINS L

Operating Profit CAGR = 10% orf3.0%

2021 2026 Revenue CAGR = 120% Revenue CAGR = 19%

SourcesTSMC, JP Morgan 72



TSMCShareholdeBase

Ly I .
BlackRock CAPITAL 1'|||i’ GIC GeneralPublic
GROUP"
6,4% 5,1% 3,6% 3,3% 56%
i

o

SourcesBloombery



Appendixi TSMCemployers




TSMCSalaryComparsion

Company Salary Base for cost of living index purchasing power - Minimum wage in
engineer (NYC =100) NYC the country

TSMC US$ 106k 47,8 US$220k US$ 6/h

Intel US$ 185k 90,5 (San Francisco) US$205k US$ 19/h

Samsung US$70k 68 Seoul US$100k US$ 7,5/h

Global Foundries US$128 59 (Albany) US$215k US$15/h

SourcesTrading=conomicsNY.gov, Wikipedia
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TSMCbarriersto retainemployees

1 TSMCbarriersto maintainemployers 2 Layoffsin peersshowthe differencewith TSMC

TSMC barriers t_o Details 7% REUTERS 2025|
employee retention

: . : : Intel to lay off more than 20% of workforce, Bloomberg News reports
Good salary for Taiwan cost of Cost of living in Taiwan is low . ’ < .

living compared to US andEU

i % REUTERS 2029

Job Stability TSMC historically does not lay
off employees, which is rare in
the tech sector

Exclusive: Samsung Elec plans global job cuts of up to 30% in some djvisi

sources say

Non compete period In some positions, the
employee has to sign a contrac
that prohibits leaving directly
for a peer

Social Prestige In Taiwan, being a TSMC
employee is something of grea
prestige because of the silicon
shield.

SourcesReuters, RKT Capitdnalysis 76



2023Layoffdn Techleaders

#.% REUTERS 7% REUTERS

Alphabet cuts 12,000 jobs after pandemic hiring spree, refocuses on A Amazon to cut 18,000 jobs as layoffs expand in tech sector
#.% REUTERS %.% REUTERS

Meta cuts 11,000 jobs as it sinks more money into the metaverse Amazon deepens teebector gloom with another 9,000 layoffs
% REUTERS i % REUTERS

Meta to cut 10,000 jobs in second round of layoffs Microsoft to shed 10 000 jobs, adding to glut of tech layoffs

SourcesRKT CapitaAnalysis 77



TSMC Turnover Rate

4.9%
4.8%

2019 2020 2021 2022 2023

—Total Turnvover Rate ==\/oluntary Turnover Rate

SourcesRKT CapitaAnalysis ’8



Weight of Employee8Compensationn company

1 Employee8Compensatior®oof COGS 2 Employee@Compensatiorfoof Revenue

16.0%
14.0%
12.0%
10.0%

8.0%

6.0%

4.0%

2.0%

0.0%
2016 2017 2018 2019 2020 2021 2022 2023 2024 2016 2017 2018 2019 2020 2021 2022 2023 2024

SourcesRKT CapitaAnalysis 9
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Callwith Alexandre CoelhoPhD in I.R and Secretary of Asian and Pacific Studies

Alexandre Coelho,
PhD in I.R and Secretary of Asian and Pacific Studies

Major Points:

1. sAn invasion would destroy Taiwan's semiconductor industry and plunge the world into an unprecedented
economic crisis due to its heavy reliance on these compondhhina invadeghe USmightstop the supplyof

inputsandmachinerycausinginknowndamageo the chipindustry Thus a Chinesanilitary invasioncould
becomeunviabld

81



Doesthe TaiwanGovernmentinfluenceTSMC?

L g il
BlackRock CAPITAL I G IC General Public
GROUP*

1 1

1 1

| |

1 1

| |

1 1

| |

i i

i g | | |
i 6,4% i 5,1% 3,6% 3,3% 56%
1 1

1 1

| |

1 1

. |

In 1987:
T a i wexecttitigebranchinjected US $100 million
(49%of T S M Gnitial capital)

Today,the NationalDevelopmentFund (NDF)holdsroughly6.3percentof
T S M @&gugy making ithe c o mp dargediirglividuakhareholder

The fundappointsapermanent representative to T S MCMBosrd of
DirectorsU currently Minister Chin-Ching Liu U ensuringhat the
governmentstayscloselyinvolvedin strategicdecisiormaking

Name Start Year End Year Government Position at the Time
: . : Minister of the National Developmer
Chin-Ching Liu 2024 Present Council
. . Minister without Portfolio & Minister
MingHsin Kung 2021 2024 of the National Development Counc
. Minister without Portfolio & Minister
Metling Chen 2018 2020 of the National Development Counc
Representative of the National
Johnsee Lee 2010 2018 Development Fund; former Presidel

of ITRI

SourcesRKT CapitaAnalysisBloomberg, Taiwan.gov.tw
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Doesthe TaiwanGovernmentinfluenceTSMC?

FinanciaGovernmentincentivesgo BoostInnovation

6,4%0f TSMC

Talwan Government:

Have just one seat in
TSMC Board

1/10

Taiwan Government
offer some subsidies
to TSMC In

R&D in special

Industrial Innovation
Statute (Article 10-2):

A 25 %tax credit on R&D
spending
A 5 %credit on advanced
processMachinery
A effectivethrough2029

2 StrategicventuresAbroad RequireGovernmentApproval

Kuo Jyhhue
TaiwanEconomyMinisterandTSMCveteran

SWe have to have confid
government will fully support the 'sacred mountain
protecting the country, For TSMC to go into the world an
have a joint venture in any location, it definitely needs

government per mi ssi

3 New LawsReinforceLimitson Overseaslechnologylransfers

yuhoo.

finance

S T a iissetto dropnewlawrestrictingrSMOromallowing
foreigrfabsto producdeadingedgenodesafter company'$100
billioninvestmenin USfacilities

SourcesRKT CapitaAnalysisBloomberg, TSMC, Yah&@nance
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Appendixi ArizonaFabs




Callwith MainuCapitalandNVIDIA

Joao Freitas, Marcel Saraiva,
Partner and Global Equities Analyst at Mainu Capital Brazil Enterprise Sales Managerat NVIDIA
Major Points:

Major Points:

1. sWe view production icnl iAernitzsolnallas T&8MEawndogmeeb!| i ti cal ri sk:
demand for manufacturing outside Taiwan, partially Taiwan, | collapse in my chaiihe factories in the U.S. will
diluting geopolitical risk . T reduce our anxiety a bit , but it still takes time to reach scale.

We caniOt predict anyAbihvesiog i n| t he

would stop the world U not just TSMC, not just NVIDIA,

the entire world.  80% of my clients would be left without
supply overnight. | have no |stoc
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Arizona Project

1 Thechipma r krelan&esn afew firmsis pushing
countriesto fundlocal industries.
IncentiveActs

Incentive New fabs &

amounts ATP expansion
us $52B 26
China $142B 30
Europe $47B 8
Taiwan $16B 7

4 With U.S.supportandsubsidies, TSM@lansto expandits

overseagroductionto reach30%by 2030.
TSMCproduction by place%

B Taiwan W Overseas

TSMCbenefitsfrom concentratedsubsidiesyith the
CHIPSAct boostingthe foundryfabsin the US
AllocationUS Subsidies %

Intel

22%
TSMC 16.9%

Samsung 16.4%

Global Foundries . 3.9%
Others | 0.5%

Unallocated

40.5%

Analyzinghe unit economicf the Arizonaproject, we see
that subsidiecouldboostthep r o j IRRby nealy5 Pp

Case Study : **
Subsidigmpacton TSMC Arizona Project IRR

Subsidieg Chip Act

5%

10%

15%

20%

ConsolitatedTax Rate

25%

0 2000
22,3%
21,6%
20,9%
20,2%

19,4%

4000 6600 8000

22,9%

22,1%

21,3% 22,2% 22,6%

20,5% 21,3% 21,8%

The U.SproductionboostincludesFabl in Arizona,scheduledo rampup in 2025, pluswo more wellplannedabsanda $100B

expansiorannouncedhisyearto fundthree additionalfabs

Fab / Phase Process Node(s) w afec::riplarﬂg]th) Pr\(/nglLlng?) n Investment Share Current Status

Fab 21U Phase 1 4 nm (N4/N4P) 10 k rampY 30k H1 2025 Massproduction ramping
Fab 210 Phase2 3nmY 2nm 20 k (planned) 2028 $65 B gg&;ﬁgg&gggﬁ
Fab 210 Phase 3 2nm/1.6nm TBD By 2030 Gro“”dbfgg‘g starts in
Expansio) Fabs 2nm TBD Post2030 +$100 B Announcedn Mar 2025

4,5,6

SourcesRKT CapitahnalysisTSMC
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How did we incorporatethe riskin our model?

1 Risk 02: Factories outside Taiwan being unprofitable
Risk Description

1. Delays andslow ramp -up of nodesundermine the profitability of new fabs

> Low operational traction keepproduction concentrated in Taiwan , limiting
" the effectiveness afeographic diversification efforts
3 Thegeopolitical risk remainsundiluted , and t hiacrepmen@ljIRRct s O

turns negative

Impact on Business Model

Base Risk 2

26,6% 0%

Delays / Lower Expected Profitability of U.S. Fabs
Beyond financial and operational impacts, it limits the dilution of geopolitical risk,
keeping downward pressure on the P/E multiple

P/IENTM
23%
=
|
q

GlobalFoundries

21%

19%

: e
; .
13%

11%

Semiconductor

9%

7%
12 14 16 18 20 22

ExpectedEPS CAGR (202029)

2 Risk 2Assumptions

Total Wafer Capacity
2029 [m]

Capacity Utilization
2029

2025 COGS Premium
(Ex D&A)

COGS Premium
(Ex D&A) 20262028

Geopolitical risk premium

Upside

Exit P/E NTM Multiple2028

IRR

20.500

95%

5%

-1%

2%

0%

10,5x

case

22.000 23.000
90% 95%
-2% -3%

-0,8% 0%
1% 0,5%

26,6% 90%

13,9x 18x

SourcesRKT CapitaAnalysisCapital IQ
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Risk dilution through expansion is not a consensus view in the market

1 Risk 02Factories outside Taiwan being unprofitable
Risk Description
1. Delays andslow ramp -up of nodesundermine the profitability of new fabs

> Low operational traction keepproduction concentrated in Taiwan
" the effectiveness afeographic diversification efforts

, limiting

3 Thegeopolitical risk remainsundiluted , and
" turns negative

t hiacremen@ljlIRRc t s O

Impact on Business Model

Base Risk 2

26,6% 0%

Delays / Lower Expected Profitability of U.S. Fabs
Beyond financial and operational impacts, it limits the dilution of geopolitical risk,
keeping downward pressure on the P/E multiple

P/IENTM
23%
=
|
q

GlobalFoundries

21%

19%

: e
15% .
13%

11%

Semiconductor

9%

7%
12 14 16 18 20 22

ExpectedEPS CAGR (202029)

We believed that the companydds

2 risk; however, this is not a consensus view in the market

View (1): TSMCOs overseas expansion

sl per s onegativé cprrelstmre batween productionconcentration
in Taiwan and geopolitical risk . Themore production isconcentrated
there, thegreater the global interest irprotecting the island
Which, in turn,lowers the geopolitical risk T

Vinicius Saldanha,
Global equities analyst at Opportunity

We sought to formulate an equation that describes the relationship between geopolitical risk and
production concentration in Taiwan:

R( D) x(%-D@x [P+ (R5x D)] - Bx (1-D)>?

HR(D): GeopoliticalRisk PremiumAdjustment
I:@ ‘Basegeopoliticakisk premiumalreadyembeddedn the Ke (Y 1%)
HD: Shareof productionoutsideTaiwan [%]

H1 - D): Shareof productionconcentratedin Taiwan [%]

HPG Probabilityof Taiwanbeinginvadedby 2030A 14%
(Basedbn predictivemarkets e.g.Polymarke}

FIPg. Elasticityof the relationshipbetweendiversificationandrisk premiumA 3

HB: Proxy for U.Smilitary protection ("Silicon Shield"® 3%
(E.g., U.S9military aid/ Taiwandefensebudget)

expansi on

i ncreases the

(

SourcesRKT CapitaAnalysisCapital IQ
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Risk dilution through expansion is not a consensus view in the market

1 Risk 02Factories outside Taiwan being unprofitable
Risk Description

1. Delays andslow ramp -up of nodesundermine the profitability of new fabs

> Low operational traction keepproduction concentrated in Taiwan , limiting
" the effectiveness afeographic diversification efforts
3 Thegeopolitical risk remainsundiluted , and t hiacrepmen@ljIRRct s O
" turns negative
Impact on Business Model
Base Risk 2

26,6% 0%

Delays / Lower Expected Profitability of U.S. Fabs
Beyond financial and operational impacts, it limits the dilution of geopolitical risk,
keeping downward pressure on the P/E multiple

P/ENTM
23%
21% T

19% t$ :mc

ing aentt

: et

GlobalFoundries

15%
13%

11%

Semiconductor

9%

7%
12 14 16 18 20 22

ExpectedEPS CAGR (202029)

2We believed that the companyds expansion
risk; however, this is not a consensus view in the market
View (1): TSMClOs overseas expansion increases the

sl per s onegativé cprrelstmre batween productionconcentration
in Taiwan and geopolitical risk . Themore production isconcentrated
there, thegreater the global interest irprotecting the island
Which, in turn,lowers the geopolitical risk T

Vinicius Saldanha,
Global equities analyst at Opportunity

We sought to formulate an equation that describes the relationship between geopolitical risk and
production concentration in Taiwan:

R(D) = 0,01x (1- D) x [0,14 + (3x D)] f 0,03x (1- D)2

Impact of Diversification and US Protection on Geopolitical Risk Premium
0.00}

— Geopolitical Risk Premium Adjustment (bps)
—-0.25¢}
-0.50 ¢+
-0.75¢t
-1.00f
—-1.25¢

-1.50¢F

Risk Premium Adjustment (bps)

-1.75¢}

-2.00f

0 20 40 60 80 100

Production Outside Taiwan (%)

c

(o]

(

SourcesRKT CapitaAnalysisCapital IQ
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Appendix- Natural events




Callwith Paulo Ernesto, Geocientistat SEISGEO

Paulo Ernesto,
Geoscientist at SEISGEO

Major Points:

1. sTaiwan lieon the edgeof a highlyactivesubductionzone,posinga constantseismiaisk. However, thanksto its
advancednfrastructureandstrict seismiccodes earthquakegypicallycausemuchlessdamagehanin less
developecc ountri es . T

2. "Earthquakesre inherentlyunpredictablen both timingandmagnitudedetectionis only possibleafter the first
seismiowvaveis recorded Still, inthe Taiwanregion a majorearthquakeas expectedapproximatelyevery10 years
with at2-yearmarginof error. T
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Taiwan is frequently hit by earthquakes

1 To understand the phenomenon and its potential impacts, we spoke with a geoscientist
5"

e
IS

2000 2004 2008

@M/’ sTaiwan lies on the edge of &ighly active subductionzone, which poses a

y >~ é o Emest phenomena in terms diming andmagnitude T
~2 aulo Ermeslto,
.- Geoscientist at SEISGEO

= Number of seismic shocks5.2 on the Richter scale in Taiwan

2012

2 Even with highmagnitude earthquakes, the impacts on the company are minimal

2016 2020 2024

3 This is possi bl e -préparedintasttucdurefirsl Mesiablisheceresigonse c

protocols
2025EarthquakeCaseStudy

constant seismic risk . Earthquakes are inherentlyunpredictable 2024 Q12025
Magnitude 7,4 6,4
Estimated Losses (US$ mn) 92,4 161
Annual Revenue (US$ bn) 88.295 113.151E
Lossesas %of Revenue 0,10% 0,14%E

Timeline 2025 Earthquake Response (Magnitude 6.4)
Oh Earthquake strikes southern Taiwan; TSMC activates automatic systems and evacuates fabs
+1-2h Structural and safety inspections begin; no critical damage detected
+10h 70r 80% of equipment restored in affected fabs
+48h Estimated loss of ~US$ 161mn; no damage to critical equipment (EUV)
+72h Operations fully restored; company reports limited impact and preserved margins

SourcesRKT CapitaAnalysisSTSMC
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Appendix- GeopoliticalTensions




GeopoliticalTensionsandSilicon Shield

1 Calwith Alexandre CoelhoPhdin I.Rand Secretary of Asian and Pacific Studies

Alexandre Coelho,
PhD in I.R and Secretary of Asian and Pacific Studies

Major Points:

1.  sAninvasiorwould destroy Taiwan'ssemiconductotindustryandplungethe world into anunprecedentedeconomic
crisisdueto its heavyrelianceon thesecomponents|f China invadeghe USmight haltthe supplyof inputsand
machinerycausinginpredictabledamagéo the chipindustry Thus a Chinesemilitary invasioncould prove unviabld

2 Taiwanestabilishea 'siliconshield amidpoliticaltensions giventhe globalimportanceof its chipsproduction o0 a

China improves ability to launch sudden
attack on Taiwan

-
y

s e USwould defendTaiwanin the eventof a
Chineseinvasion T

Mutual Defensdreaty
betweenthe United States
and Taiwansighed

Joe Biden,
Former President of United States

UNITED

CHINA e 1955 STATES

’ After the civilwar, Taiwanemergedasone of the Asian Trump
nationalistsledto Tigers experiencingeconomic President of United States
Taiwan formingthe growth.

T r u nrpc@nsremarksintroduceuncertainty( s Tai waln mu st
payl evenasPentagorplannersquietlyline up largerarms
package$o shoreup deterrence

Republicof China

SourcesGlobalVoicesStatista
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Geopolitical Landscape Reshaping in the Region

1 The US is highly dependent on the i sl and®s THiscampelsia gtance nfdtraggicambaggity, with nearbybasbsiahdiaitl legeslation as signals
Semiconductsupplychainbycountry [%]

mUS B Europa H Rest of world H China W Taiwan

8

Taiwanrelactionsact

The 1979 TaiwarRelationsAct authorizesthe U.S to
provide Taiwan with defensive arms andstates
that anyattempt at forced reunificationwould be
consideredathreat to peace andamatter of grave
concern to the United States.

11

19

25
6 17

Design Intellectual property ATS Foundry
the event of a Chinese invasion, it would face sanctions similar to or even more severe than
ose imposed on Russia

Bl oombergUs Estimated Economic | mpact of a Naval Bl
"l just want to tell them thatthe attempt to retake Taiwan will _ Potential Economic Sanctions
happen, we justdon't know when T Global GDP China GDP US GDP

LiuShyH-ang,
Minister of Interior, Taiwan

3 Taiwan acknowledges the existential threat and has been actively preparing for a potential comfli

A Import Ban on Chinese Goods

EE Taiwanese Military Budget [bn]

— 18.6 19 191 197
% of GDP 16.2

3.30f A Foreign Reserves Freeze

10.7 )
A SWIFT Exclusion

-8.99 A Access Restrictions to Global Capital
: Markets

2018 2019 2020 2021 2022 2023 2024 2025 (E)

SourcesRKT CapitaAnalysisMaptiler, Bloomberd=conomics 95



How did we incorporatethe riskin our model?

1 Risk 1: Chinese Invasion of Taiwan
Risk Description

1. Chinalaunches large-scale military operation to retake Taiwan via: () Naval Blockade,
(2°) Missile Strikes, (3 Air and Sea Invasion

2. T ai waincaél mfrastructure , includingwater and power supply , would likely be
destroyed or disabled in the early days of the conflict

3. Nearly9 0% of T S MC Gvsouldthagorapcomised , cutting off global chip supply

Impact on Business Model

SAn invasion wouldiestroy Taiwan's semiconductor
industry and plunge the world into aonprecedented
economic crisis T

Alexandre Coelho,
PhD in I.R and Secretary of Asian and Pacific Studies

Geopolitical Risk Premium
A 1% risk premium was added to our cost of equity (Ke), given the investment risk

G
2,0% 3,0% 4,0% 5,0% 6,0%

Ke
10.3%

+0.5%

+1%

+2%

+2.5%

*ExitP/E NTMMutiple-2028

2 China has focused its military investments primarily on air and naval assets, especially suited f

territorial invasion missions

"China iscommitted to the principle of One China' and seekgeaceful
reunification with Taiwan . Our objective is to fostempeaceful relations

Xi Jimping across the Taiwan Strait and achieveegional stability T
President of China

China military budget [US Bn]

2015 2022

3 Ceteris paribus, with only geopolitical tension levels changing

Ke 10,3%  10,3%  10,3%
Risk Premium 2% 1% 0,5%
Final Ke 12,3% 11,3% 10,8%
Exit Multipler 10,5x 13,9x 18x

16,21% 32%

| RR
20% ] 39%

SourcesRKT CapitaAnalysis
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In a scenario where the invasion materializes, we foresee permanent capital loss

1 Risk 1: Chinese Invasion of Taiwan

Risk Description

2 How Geopolitical Risk Affects Each Scenario

1. Chinalaunches large-scale military operation to retake Taiwan via: () Naval Blockade,

(2°) Missile Strikes, (3 Air and Sea Invasion WOrst-cas Market
. o : . . scenario Bear Base Bull
2. T ai waeriticdl mfrastructure , includingwater and power supply , would likely be Consensus

destroyed or disabled in the early days of the conflict
Revenue

3. Nearly9 0% of T S MC lveoulcchagorapcomised , cutting off global chip supply 2029 o4 186,5 233,6
Impact on Business Model (US$ BI)
SAn invasion wouldiestroy Taiwan's semiconductor CAGR
industry and plunge the world into aonprecedented Revenue -3.1% 16% 21.5%
economic crisis T (5 year) ' ’
Alexandre Coelho,
PhD in I.R and Secretary of Asian and Pacific Studies Gross
Geopolitical Risk Premium Margin 30% 50,5% 57,5%
A 1% risk premium was added to our cost of equity (Ke), given the investment risk 2029
G Walfers
2,0% 3,0% 4,0% 5,0% 6,0% Produceqm] 5.000 17.600 19.888
Ke
10.3% Risk Premium 5% 2% 1%
+0.5% EPS 1,38 2,62 3,86
+1% Exit Multiple 10x 10,5x 13,9x

+2%

+2.5%

26,6%

o

265,6

24,6%

58,7%

21.800
0,5%

4.4
18x

32%
90%

192- 240

17%F 22%

561 57,3%

-21%- 339

*ExitP/E NTMMutiple-2028
SourcesRKT CapitaAnalysis



Risk dilution through expansion is not a consensus view in the market

. . . . We believed that the companyids expansion
1 : : - S

Risk 1. Chinese Invasion of Taiwan 2 risk; however, this is not a consensus view in the market

Risk Description

View (1): TSMClOs overseas expansion increases the co

1. Chinalaunches large-scale military operation to retake Taiwan via: () Naval Blockade,
(2°) Missile Strikes, 3 Air and Sea Invasion sl per s onegativé cprrelstmre batween productionconcentration

in Taiwan and geopolitical risk . Themore production isconcentrated
there, thegreater the global interest irprotecting the island

- P “ Which, in turn,lowers the geopolitical risk T

Vinicius Saldanha,

Global equities analyst at Opportunity

2. T ai waincaél mfrastructure , includingwater and power supply , would likely be
destroyed or disabled in the early days of the conflict

3. Nearly9 0% of T S MC Gvsouldthagorapcomised , cutting off global chip supply

Impact on Business Model

sAn invasion Woulaﬂestroy Taiwan's semiconductor We sought to formulate an equation that describes the relationship between geopolitical risk and
T . roduction concentration in Taiwan:
industry and plunge the world into aonprecedented P

economic crisis T

Alexandre Coelho,
PhD in I.R and Secretary of Asian and Pacific Studies

Geopolitical Risk Premium

R( D) x(%-Dpx[PC+ (R5x D)] - Bx (1-D)>

. _ _ . _ . HR(D): GeopoliticalRisk PremiunAdjustment
A 1% risk premium was added to our cost of equity (Ke), given the investment risk
G I:@ ‘Basegeopoliticakisk premiumalreadyembeddedn the Ke (Y 1%)
2,0% 3,0% 4,0% 5,0% 6,0%
Ke

HD: Shareof productionoutsideTaiwan [%]
10.3% H1 - D): Shareof productionconcentratedin Taiwan [%]
+0.5% HPG Probabilityof Taiwanbeinginvadedby 20304 14%

(Basedbn predictivemarkets e.g.Polymarke}
+1%

FIPg. Elasticityof the relationshipbetweendiversificatiorandrisk premiumA 3
+2% .
HB: Proxy for U.S.military protection ("Silicon Shield"® 3%

+25% (E.g., U.S9military aid/ Taiwandefensebudget)

SourcesRKT CapitaAnalysis 98



Risk dilution through expansion is not a consensus view in the market

1 Risk 1: Chinese Invasion of Taiwan

Risk Description

We believed that the companydas

2 geopolitical risk; however, this is not a consensus view in the market

expansion

View (1): TSMClOs overseas expansion increases the co
1. Chinalaunches large-scale military operation to retake Taiwan via: () Naval Blockade,
(2°) Missile Strikes, 3 Air and Sea Invasion sl per s onegativé cprrelstmre batween productionconcentration
2. T ai waeriticdl mfrastructure , includingwater and power supply , would likely be v el goopelitoel sl The more. produc.tlon lsponcentrated
destroyed or disabled in the early days of the conflict there, thegrt_eate_r the global interest lrprqt_ectln_g the island
Which, in turn,lowers the geopolitical risk T
3. Neary9 0% of T S MC Gvwsouldhagorapcomised , cutting off global chip suppl
y ? qorape el 9 9 P supply Vinicius Saldanha,
Impact on Business Model Global equities analyst at Opportunity
sAn invasion Woulaﬂestroy Taiwan's semiconductor We sought to formulate an equation that describes the relationship between geopolitical risk and
H . i ion in Tai :
industry and plunge the world into aonprecedented production concentration in Taiwan
economic crisis T
Alexandre Coelho R(D)=0,15% (1- D) x[0,14 + (3x D)] f 0,03x (1 - D)2
PhD in I.R and Secretary of Asian and Pacific Studies . . . . . . .
. .y . Impact of Diversification and US Protection on Geopolitical Risk Premium
GeopO“tlca_'I RISk Preml um . . . ) 0.00 | = Geopolitical Risk Premium Adjustment (bps)
A 1% risk premium was added to our cost of equity (Ke), given the investment risk
—~ —0.25}
c
2,0% 3,0% 4,0% 5,0% 6,0% = ~0.30¢
Ke )
£ -0.75¢
10.3% 5
2 —-1.00f
+0.5% § _125k
§
+1% a —1.50¢f
Y4
u
o« -1.75}
+2%
-2.00}
+2.5% 0 20 20 60 80 100
Production Qutside Taiwan (%)
SourcesRKT CapitaAnalysis 99



Current context: latestnewsanddevelopments

o FINANCIAL TIMES Q

China improves ability to launch sudden attack on Taiwan, officials say

Military builelp enableBeijingo switchfrom peacetiméo waroperationsgjuickly

China most recent actions: US most recent actions:

A Recordair incursions More than245 PLAsorties per month enter Actions Recent. Action — Status
Ta i wADIZ{veth anincreasinghareof fightersroutinely crossing Funding & NDAA 2025 authorizes US300million per _ o
theSt r mediarirse. Legislation year f o r Tai wandas d Enhceed signeddad@D24b i | |
imposes new restrictions on Chinese goods.
A Saturationartillery: PCH-191 multiplerocket launcherg 300 km . . . :
range) arenow widely deployedin FujiangivingChinathe ability Pre-positioned Blpart_lsan propo_s_al to create regional Under deba_te_ in the Senat
to blanketTaiwanes@unwaysandports. Weapons stockpiles of munitions and spare parts, US$1.9billion already

i ncl udi Reperna&StoskpiET a i w a n duthorised for F¥24.
A Persistentsurfacefleet A alvaysonT taskgroupof at least2f 3

destroyerspluscorvettespatrolsto the eastandwest of Taiwan, Indo-Pacific package allocates UShillion for

readyto enforcearapidblockadeor escortanamphibioudorce. Extra-Budgetary Taipei (part of a US8 billion regional FMF

In final briefing to Congres
Financial Aid
tranche).

(summer2025).

SourcesFinancial Times 100



Appendixi Trump Tariffs




Callwith StephandGabriel,Global Equities Portfolio Management at Leblon Equities

@%‘C}@Bﬂ "“&V.m

StephanoGalbriel,

m Global Equities Portfolio Management at Leblon Equities
. b

— d

Major Points:

1. sl don't seeTSMCbeingsignificanthaffectedby tariffs. First, they havestrongleverageover the United Statesright
now, they'veevenlauncheda new $10illion capexproject in the U.S.to maintainthat bargainingpower. And
evenif TSMCwere to be impactedby tariffs, the effectw o u | loertod severeandcouldlikelybe partiallypassed
on to customers making it aisk worth taking T
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Trump Tariffsimpactson TSMC

TSMC Revenue Distribution by Region (%)

w i Us 70%
P L od
‘P; EU 4%
China 11%
15% Asia

In force Still under discussion / investigation

10 % sreciprocal
semiconductors are expressly
excluded from this bucket.

t 25 % 100 % Section 232 tariffs propos
on chips, integrated circuits and any
products containing them

55 % tariff on Chinese imports Up-t0-100 % tariff threat against TSMC
(electronics included), kept in place unde its additional U.S. fabs do not materiali
the 12 Jun 2025 U BChina trade deal. (Trump remarks, 9 Apr 2025).

Managemen€Commentsduringthe FirstQuarter Earning<all

Speaker Key takeaway Exact quote

No visible change in We have not seen any change

C.C. Weif CEO i
customer demand our customer s

The widening of dilution on the
gross margin in the later part c
the fiveyear period is mainly fro
inflation in cost and also potenti
tariff-related cost increases.

Future margin dilution
partly reflects possible
tariff costs

Wendell Huang CFO

Strong Q2 outlook is **not*a We havenit see

Wendell Huang’ CFO pre-t ar i fifn Ts p u | dustomer behavior so far

We might get a better picture ir
the next few months, and we w
continue to closely monitor the
potential impact to enemarket
demand.

Management will keep watchir

C.C. Weif CEO for tariff fallout

SourcesRKT CapitaAnalysi
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Trump Tariffsimpactson TSMCbiggestclients

Impactof Tariffson Apple Impactof Tariffson Nvidia

First Quarter Impact First Quarter Impact
A Althoughsmartphonesandcomputersare stillexemptfrom the 10 % A Inthe short term Nvidiapays55 %on Chinabuilt cardsand32 %on Taiwanrbuilt cards,
sreciprocaltariff, Reyitemsshippedfrom Chinaalreadyfacedutiesof up to while diesstaytariff-free.

145 %andthe new Section232investigationsould widenthat coverage § o o ) _ o
A Export-control hit ¥ U.S.restrictionson the H20 Al chip for Chingorced Nvidiato book

A Direct cost pressuref Appleestimatesthe current tariff packagesvill a US $ 4.Billioninventory + purchasecommitmentcharge in Q1 FY2@ndwipedout US
addaboutUS $ 900million to its expensesn just the secondhalfof fiscal 2025. $ 2.5billion of revenue managementvarnsof anadditionalUS $ 8billion shortfallin Q2.
A First quarterimpactwasdescribeda slimiged, thanksto inventory Mitigation strategy

optimizationandpartialwaivers

e A On-shoringproduction? Blackwell chips aralreadyrunningat T S M (Plaaenix (AZ)fab

Mitigation strategy

A Nvidiais buildingtwo Al-supercomputemplantswith Foxconn(Houston)andWistron
(Dallas)massproductionis slatedto rampwithin 12f 15 months part of a planto create
upto US $ 0.8rillion of Al infrastructurein the United Stateghis decade

A Bythe Junequarter mostiPhonessoldin the United Stateswill be assembled
in Indig whileiPads Macs, AppléVatch, andAirPodsfor the U.S.marketwill
come almostentirely from Vietnam

A To curb future exposure A p p U @apexon factoriesanddatacenter
servers rose37 %YoYto US $ 6.0dillion. Tim Cook haspledgedo investUS
$ 500billion over four yearsandto purchaseJS $ 19billion worth of sMade
inrArizonal ¢ FramprSMC.

SourcesRKT CapitaAnalysis 104



How tariffs canimpactour output?

1 The United Stategontributesapproximately70%of thec o mp atatayrévenue 2 Tariffwould increaseshe domesticprice reducesmports, andprotects domesticproducers

TSMC ReveniastributiorbyRegior{%) P Global Market P US Market
Suppl
Supply pply
5 Still under discussion
*‘ n P Us Government
" Pw+t - wH === =-=- Revenue
25 %71 100 %
PWEL S\ = ol oM o o oo o PWH = = = = =
_ Section232 _ Pwil Puk - - -
tariffs proposedon chips Lo
I
Demand : : : Demand
Us70%  EU4%  Chinall% 15% Asia — L1
Q S1S2 D2 D1 Q
However, we seethe implementatiorof avery hightariff is unlikely giventhe U.S si@elianceon . TR
T S MQiimsandthec 0 mp astiopgbargainingower 4 We stresstestedour resultsbasedon the tariff levelsappliedwithin the model
® O
TSMGannouncea $100billioninvestmento expandts fabsin Arizonafocusing 0% 25% 50% 75% 100%
onleadingedgeechnologies
L d Quantity (US) 0% -6% -13% -19% -25%
3 m | StepharnoGabriel 0 0 0 0 0
: : Giobal Equities Porfolio Menagement 20% Revenue CAGR 20229 21,5% 20,6% 19,5% 18,5% 17,5%
m m& atLeblonEquites Avg
Passhrought IRR 16% 15% 13% 11% 9%

9 don'tseeTSMbeingsignificantlaffecte bytariffs First
theyhavestrongeveragevertheUni t ed St at es,

SourcesRKT CapitaAnalysis 105



How doesthe 55%tariff on Chinesemports affectTSMC?

In force Stillunderdiscussiort investigation
1 0 reeiprepcaltariffT 25 %f 100 %Section232tariffs proposed A Direct exposure ) ) . o )
semiconductors are expressly on chips,integratedcircuitsandany A TSMC'sonly manufacturingrresencen mainlandChinais Fab16 in
excluded from this bucket . productscontaininghem Nanjing
A Fab16 producesl6/12/28m
A Fab16 Capacity 40,000wafersper month

55 % tariff on Chinese imports Up-to-100 %tariff threat againstT SMCif its

(electronicsincluded, kept in placeunder additionalU.S.fabsdo not materialise

the 12 Jun2025 U.S.China tradedeal (Trump remarks 9 Apr 2025). , .
A Indirect exposure :

Customerswho assemble devices in China (e.g., iPhone SE, Nvidia
boards forOEMS9 will face a 55%ariff.

A Theymayreducevolumesor renegotiateprices

A TSMChistoricallypasse®n 60f 80%of suchadditionalcosts

SourcesRKT CapitaAnalysis 106



TSMCPastcorrectionsduringdownturns

Table 2: TSMC past corrections during downturns

% decline in share Duration of downturn % Cut in BBG est EPS ests for

Event Peak Trough price from peak in months EPS from peak downturn year

Comments

2008 GFC Jul-d7 Apr-03 49% 9 90% 2009 Lullgest and steepest dowmtumn

2011 Semi dowmtum with EU crisis Jan-11  Sep-11 19% & 23% 2011 Mild dovmturmn, despite a 20% EPS cut, Smsﬂphune product c:j.rcle shill early

2015 semi downturn with China slowdowm Feb-13  Aug-15 29% 1] 11% 2015  Smaller EPS cuts, but stock de-rated due to end of smariphone [:fde

1 2019 semi downturn due to tanff wars Jan-15  Apr-19 2X% 14 27% 2019 Slmng EPS cutz, but stock defensive due to new 5G product c:yc:le 1

e o o o o e e o e o e o e e e e e e M e M M M M S e e Mmm e mmm M mmm R mmm Mmm M Smm M Mmm M Mmm S M Mmm M Smm M Mmm M Mmm M Mmm Smm G Mmm R Mmm M Mmm Mmm Mmm Mmm M Mmm M mmm M Mmm S M Gmm R Mmm e mmm M mmm Gmm M Mmm M mmm e M
2020 COVID sheck but no eventual downt Jan-200  Mar-20 28% 2 9% 2020 Mot a true dovniurn and 2020 EPS ended much higher
‘-E:'Scmsmmla:t:mﬂ'lﬂumshm stuck duvmalntduelnPE de-rahng A
2022 Semi downtum post Pandemic Jan-22  Oct-22 H% 9 2% 2023 from Iuss uflntel m.rts-mncng hupe aru:l geopollhr,al nsks |n T‘I.I'l.l' mralt

Source: Bloomberg Finance LP_, J P. Morgan estimates.

SourcesRKT CapitaAnalysis 107



Appendixi Waiverin China




USplansto revokethe blanketwaivers

0 THE WALL STREET JOURNAL. <

U.S. PreparesAction Targeting AlliesU  C Blants in China

Jeffrey Kesslagadof exporicontrolat the U.SCommercBepartmen{BIS)told SamsunglectronicsSKHynixand TSMQChat
Washingtomlansto revokehe blanketwaiversssuedn Oct2022 that let their Chineséabsreceivé). Soriginequipmentvithnolicence
paperworkAllfutureshipmentsvouldneedcaseby-casdicences

2022 2022 2023 2024 2025
Export Control Waiver for Waiver Waiver Renewalnder
to China TSMC, Samsurg Renewed Renewed review

andSK

SourcesRKT CapitaAnalysisTSMC, The Wall Streglournal 109



China s Waiverandimpacton TSMC

1 TSMCFabsn China
Revenudy Geography?o

Eachtool,sparepart or software updat&illrequire a Bl&porticence

TSMC'sonly manufacturingpresencen mainlandChinais Fabl16 in Nanjing
Fab16 producesl6/12/28hm
Fab16 Capacity 40,000wafersper month

Their salesgo mostto lot andAutomotives

> > > > >

Fab16 focuseson the strongdemandfor automotivechips,smartsensorsedgeAl, andloT

2 China's production exposure is small and mature chips

Us 70%

EU 4% China 11% 15% Asia

Fab Wafers per year Node Type
| Nanjing 1000k 28nm

Shangai 400k 110nm

Total 17000k

ChinaExposure 11%

3 The biggest problem would be the instability of the government's relationship with TSMC

Thisaspecttself changeserylittle, which
iswhy the marketdidn't evenreact, the
only point that raisesattentionisthe
instabilityof the Americangovernmentin
relationto TSMC

Stephano Gabriel, Leblon Equities

SourcesRKT CapitaAnalysisSTSMC, Reuters
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Are Chinese Companies a Threat?

Chinais far behindTaiwan ineverypart of the semiconductosupplychainandcannotkeepup Despitefallingfar behind the Chinesegovernments investingheavilyto build up its domestic
with its technologicahdvancements semiconductoisupplychain
Chip Productionby Country [%] SubsidiesandChinese Investments itthe sector
m Design ® Foundry mATP Type Program/Phase Year Amount USD mn
76%
65% Big Fund Phase | 2014 19000
2%
o2% Big Fund Phase Il 2019 28000
Big Fund Phase IlI 2024 47500
0 21%
15% 11% Direct Subsidy FY 2022 2022 282
-8% 2% - 2%
0 0
Direct Subsidy H1 2024 2024 249.3
us CHINA TAIWAN
Due to the needfor chips in techprogressandgrowinggeopoliticaltensions the United StateshasblockedASMLfrom Without EUV, China usepeatedDUV patterning
sellingts most advancednachineusedin chipproduction making chigproductionmuchmore costly.

Sanctiondmposedon C h i rSemiicenductoiProduction

Date Event Prohibition

SML& ASML

2019 Netherlands declines to renew EUV export licence f Complete ban on ASML EUV (NXE) scanners bound

China China
Unableto use EUV scanners, SMitSteadrelieson legacy
,0p3  Dutch export controls require licences for cuttingdge  Licences (usually denied) for NXT:2000i & newer DU DUV tools andmust patterneachlayerup to four times
DUV immersion scanners immersion tools (multi-patterning to approximateadvancedodesithe
_ _ o workaround drivesup costs depresseyield andcaps its
2024 Dutch + US rules extend to maintenance, spare paiLicence needed even for servicing controlled DUV mo . _ _
and slightly older DUV tools NXT:1970i/1980Di added abilityto manufactureruly leadingedgechips.

SourcesRKT CapitaAnalysisBloomberg 112



SMICvsTSMC

1 GeopoliticalsanctionsblockC h i BelICfom gettingEUV machinesoit ¢ a méatechT S M Géwser nodes struggledo grow revenueandc a rdmpetewith TSMC

Revenuen millionsandRoadmap

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
TSMC 40 NM 10 NM 7 NM 7 NM 5 NM 5 NM 5NM 3NM 3 NM
SMIC 65 NM 65 NM 40 NM 40 NM 40 NM 10 NM 10 NM 7 NM 7NM 7 NM

B TSMC Revenuell SMIC Revenue

88,295
73,692 70,557
47,672 57,281
35,768
- 3,116 - 3,907 5,443 7,273 6,322 8,030
— —— ] —— |
2019 2020 2021 2022 2023 2024
2 Besides being unable to make advanced chi3p ggg;%@fgcgnh%d@gcgqbrog%twrhd[esplFﬁrtlie?vx%hlnepsgmvgsgq?rgl?a]v% MI 98 P ume
Wafershipmen{volume)
B SMIC Wafer shipment B TSMC Wafer shipment
Capex R&D EBIT Margin  Gross Margin ROIC
15.25
14.18 7.664 0 o 0
12.40 1200 12.91 SMIC 765 4% 18% 0,8%
TSMC 29.164 6.228 46% 56% 32%
253 300 315 261 3.56 ASMLUs export restrictions, wh iedgalithographyeoatembised| C
- with their far smalleproductiorscalesharplyundercutts competitivenesiscreasing SMC superior position

2020 2021 2022 2023 2024

SourcesRKT CapitaAnalysisSMIC, TSMC 113
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TSMCUs revenue I s concentrated in solid, pro

1 TSMC's revenue is concentrated, with 50% coming from its top 5 clients 2 Despite the concentration, clients have limited power to pressure margins and payment terms
TSMC Revenue by Client | COGS Spent on TSMC [%] TSMC and Clients Cash Cycle

SThe Customer Concentration Index quantifies the degree to which a company's revenue is concen
its top customers. s

G Wall Street Prep i Customer Concentration
(%) of . _\m
TSMC Revenue (%) of COGS spend in TSMC

Apple 22,04% 8,97%

Nvidia 13,05% 32,81%
Quamlicom 5,23% 27,2% —— TSMC =—— Avg. Clients (ex. Apple)

AMD 4,61% 32,81%

Broadcom 4,26% 24,31%

3 These clients are among the most solid and profitable tech companies on the planet TSM@ndClientsGrosargin[%]

Top 5 TSMC Clients ROIC, FCF Margin, Net Debt/EBITDA2024

Avg. ROIC (2624) FCF Margin Net Debt/EBITDA

Apple 43,8% 27,2% -0,36x

Nvidia 32,3% 46,6% -0,39x

Quamlcom 30,2% 28,6% 0,18x
— TSMC Avg. Clients

AMD 23,5% 9,3% -0,57x
2020 2021 2022 2023 2024

Broadcom 14,2% 37,6% 2,52x

SourcesRKT CapitaAnalysisBloomberg, Wall Stredrep 115
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TSMCandASMLrelationship

Althoughthe machinedastalongtime, the
superiority of new releases stifreatesdemand

ASML

Did you know that approximately 95% of
ASML lithography systems sold in the past
30 years are still active in the field? As of th
end of 2022, more than 5,000 of our
machines are hard at work in chipmaking
fabs gl oball y:

TSMC and ASML history 1 TSMChasb56%of A S Mlglobal EUV machines 2 TSMC COGS Allocated in ASML 3
% of EUV machineperatecby TSMC COGSs

Immersion Lithography
Breakthrough (2004):

A While Nikon and Canon stayed
with dry 193 nm scanners,;TSMC
bet on ASML

()
(7]

fledgling wet immersion tool.
TSMCR&D headworked sideby-
sidewith ASMLengineers

A TSMC becamethe pilot customer

andthe first to putimmersioninto

2019 2023 2021 2022 2023 2024
high-volumeproduction
4  The new ASML machins beingsoldfor 5 Despitethe new machine, TSM@rotects its productsby prioritizing yieldramp-up; i tbétter to
$350million wait for the technologyto fully mature.

Valuesn [USDmr]
EUV Co-development (2010 7

2020): A“fd High NA EUV Adoption Strategy
A TSMC and ASML worked \—J "
s ) dals 2 AGH H \ Intel 20257 18A Intel Chips use First Mover in new technology
built the hardware, while TSMC
supplied process feedback, yield New High NA EUVcosts AT o
experiments and early production $350mn ﬁ% A3l A TENE Anfpslont ee COnCQI\’/r\:a(ijli(tj ;Ic\mllrt?hxgiladcg?lm& Ic)smzifrr:fers |
volumes Five machinebadalready -

beensoldin 2024

SourcesRKT CapitaAnalysis ASML 117
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SmartphoneTSMC continues to grow rapidly even in a saturated market

1 Smartphonesalesare stabilizing/earoveryear, but the demandfor more advanceahips 2 Even so, TSMClis revenue in the segment i s
continuesto grow market
Smartphonesalesby year[USD bn]
N % on TSMC revenue =——TSMC revenue on SmartPhone [USD bn]
A Saturated Market
Smartphone revenue shows marginal growth as the segment has already
reached its TAM
CAGR: 5,3% CAGR: 12,5%

499 489
450 440
399
389
I I
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2018 2019 2020 2021 2022 2023 2024

SourcesRKT CapitahnalysisBloomberg, TSMC 119



SmartphoneChip Prices Growing Faster than iPhone Prices

1 iPhones become more powerful and eneggfficient while prices remain stable

# IphonePricé& [USD]

# BatteryLifetime@

D

15 15

11.8
8.5 I

iPhonell iPhonel2 iPhonel3 iPhonel4

B Number of Transistors [Bn]

@

16

iPhonel5

2

Meanwhile, with each generation, node prices increase, forcing Apple to concentrate its COGS
on TSMC

I TSMC revenue from Apple [USD b= TSMC COGS % of Apple Revenue

Smartphone
Market CAGR 19.41
2018- 2024

17.62
1.7%

CAGR TSMC
Smartphone
Revenue

12.4%

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

*EntryModel
SourcesRKT CapitanalysisApple, TSMC
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SmartphoneRevenudliversificatiorandsmartphonesiemand

1 The smartphonenarketshowsseasonalitywith peaksalesn the fourth quarter 2 Thefourth quarteris 22%strongerin smartphonesalesreinforcingthe sector'sseasonality
SmartphonRevenu&easonaligndQuarterlyGrowth QoQ Smartphone SalbgQuarter
Smartphone seasonality !

4Q is the best quarter for smartphone market, with avg. 22% more sales than 1Q
the same that decrease of TSMC smartphone revenue in 1Q25 QoQ

Smartphone seasonality !
Despite As Apple data is refer to fiscal year, the 1Q refer to the end
of the previous year, peak of smartphone sales every year

1243
o I 25

3Q 294
2Q 268
(
o &
1023 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24 4Q24 1Q25 2Q25
Smartphonesalesare stabilizing/earover year, but the demandfor more advancedahips - . .
continuesto grow 4 Even so, TSMCOs revenue in the segment i s
SmartphonesaledyyeafUSDbr N % on TSMC revenue =====TSMC revenue on SmartPhone [USD bn]
CAGR: 12,5%
A Saturated Market
Smartphone revenue shows marginal growth as the segment has already
reached its TAM
CAGR: 5,3%
459 499 489 449
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2018 2019 2020 2021 2022 2023 2024

SourcesRKT CapitahnalysisTSMC, Appe 121
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TSMCandApplerelationship

After the 2014 disputesindlawsuitswith S a m s doorghy;, & pplebegarworkingwith TSMC, When Applebeganworkingwith TSMC the companyhadto adjustits technologyrollout
whichd o e £ampete inend productsandofferssuperiortechnology scheduldgo alignwith A p p larendaB’hone releases

Revenu&@SMC foappleand%of applein TSMGevenue TSMC R&D

2

mm Revenue tsmc for apple — % of apple

Apple becomesa client

TEX 6228

19.404

16.928 17.625

14.872 —R&D
11.9
7567 7.392 8.211
2% e R O B

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Since then, TSMC has begun producing intermediate nodes new,smallemanometer
process but one that still delivers better performance and power reduction

Node Comparison Performance Gain Power Reduction 7.5%

N7 vs 16FF+ 30% -60%

N7P vs N7 7% -10%

N7+ vsN7 10% -15% 179

N5 vsN7 15% -30% 439

N5PvsN5 5% -10%

N3 vsN5 +10~15% -25%

N3E vs N5 18% -34%

N3P vs N3E 5% -5%~10%

N3X vs N3P 5% 7% 218 I I I I I

N2 vsN3E 15% -25%~30% sl I

N2P vs N2 10% 5%-~10% T EERTEREEEERERR  © C 25 g
AL6 vs N2P +8~10% 15%~20% SRRSSSSSSSR3228823888R8888¢%

SourcesRKT CapitahnalysisBloomberg, Apple, TSMC 123



TSMCandApplerelationship

1 Since the start of their partnership, Apple has steadily increased its spending on COGS with
TSMC, underscoring that chips are essential for advancing its smartphones and computers

Applerevenu@andTSMC COGS asi#AppleRevenue

mmm Apple Revenue (EXx - Services)

228
214 214
199

191

3.8% 3.8%
1.9% g 2-6%

2015 2016 2017 2018 2019

—— TSMC COGS % of Apple Revenue

238

229
221

213

199

9.8%

2020 2021 2022 2023 2024

—4 Perfomancesain 15%
| 90%

3 Performance and power benefits make transitioning to new nodes-etisttive

Node cost representation in the final price of the iPhone 16 Pro Max 1TB [%]

to onl

A 20% price hike by TSMC transl ates
absorbeddr ei nf orcing TSMClOs pricing power and
Metric Value
iPhone Revenue Q1 2024 69.7
iPhone Total COGS 42.2
COGS as % of Revenue 60.5%
COGS for TSMC 9.5
TSMC Share of COGS 14%
If TSMC increases the chip price by 20%
New COGS for TSMC 11.4
New iPhone Revenue Q1 2024 73
New Total COGS 44.1
New COGS as % of Revenue 60.5%
Apple Price Increase Passed to Consumers 4.6%

- PriceperWafer
Pro Max 1TB 20000 2200 2000 26000
- Price US$ 1600 60%
H TSMC 5nmCogsiphone: 1.8% - 5q0.
| 2
&< TSMC 3nmCogsiphone: 2,2% 80%

Sources: RKT Capital Analysis, Bloomberg, Apple, TSMC
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Apple Dependence

1 Apple Share of TSMC Smartphone Revenue 2 Appl eds Bargaining Power with TSMC

Normally, chip designers would have to pay for each individual die whethe
it worked or not; that's a major reason why companies (including Apple)
sell cutdown or "binned" chips that run at lower clock speeds or have

parts switched off. That way, they can recogmemoney from a
defective die instead of non@pple's orders with TSMC are large
enough that TSMC can afford not to charge Apple for unusable
dies.

3 Our View on Applels Bargaining Power in t|
Smartphoneshareprojected %

Less Bargaining Power for Apple!

RKT CapitalProjection

Smartphone CAGR
Q’\’Q &'\ Q’\:\’ 6\"5 &b\ <,§<, ‘3, ,\<<, Q’<<, of(, 2024 2029
%

2016 2017 2018 2019 2020 2021 2022 2023 2024 v

SourcesRKT CapitaAnalysisSTSMC 125
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Inside Intel: Overview of a failed vertical integration in Foundry

Intel'srevenuedecreasediueto issuesn its foundry Over 95 %of F 0 u n deveypukece mesfrom external :
bUSINEsS dlients 3 Recurring Delays Have Erode
Intel Revenue Breakdown (in USD billions) FoundryRevenueBreakdown(2022f 2024) Intel launch roadmap vs. actual release dates
Launch TSMC
m Foundry m Others B Intern Sales W Extern Sales Product Target Date Date Equivalent
Intel
98.3% 95.0% 97.8% 10nm 20142017 2019 2018
Intel 7nm 2021 2023 2020
35.6
Intel 3 (4nm) 2023 2024 2022
Intel 18A
2024 exp. 2025 exp. 212025
17.5 17% 5.0% 2 204 (2nm) P P
' Due to delays, Intel discontinued its 3nm node and moved
2022 2023 2024 2022 2023 2024 directly to 2nm in an effort to catch up with TSMC
4 | n t feuhdilylmgssignificantiypehindTSMC intechnology 5 The CHIPSAct subsidyis a positivesignfor Intel, but it will take timeto becomea gamechanger
Callwith Helio Oyama, Busined3evelopmentat Qualcomm,on of the biggestfablessn the market Chip act Breakdownandcomparsionwith scaleof foundriescapex(in USD billions) 2024

Intelstruggleso compete ifeadingrodes inte! [ 22
99 P g e ‘ 22% B Capex M Subsidies
S | nstcleatiypehindvhencomparedo TSMC TsMe ‘- 16.9%
andSamsung. Thegdto partnemwith TSMC
lastyearbe causgheirfoundnfackedhe Samsung‘- 16.4%

feglieernelogs Global Foundries ‘. 3.9%

HelioOyama, BusineBsvelopmerat

Others ‘l 0.5%
Qualcomm

Intel TSMC

SourcesRKT CapitaAralysisintel, Capital 1Q 127



TSMCandlntel: PotentialJoint Venture Overview

1 JV mediaepercussion 2 Consequencefor TSMC
.7 REUTERS
Exclusive: TSMC pitched Intel foundry JV to Nvidia, AMD and Broadcom, sources [say Consequences for Impact Possible Impact in
TSMC with <= 50% of capital for the JV that control Intel fabs TSMC our Model
: L Positive, due to Reduces geopolitice
S Best position in the -~ : )
-+ REUTERS US P stronger ties with risk and cost of
Intel, TSMC recently discussed chipmaking joint venture, the Information reports the government capital

TSMC with 20% of capital for the JV that control Intel fabs, in preliminary agreement

Negative, because TSMC could lose
TSMC operates some contracts,

Relationship with

customers . .
foundries for IDMs lowering EPS

| would also like to mention that TSMC is not engaged in any discussions with
other companies regarding any joint venture, technology licensing, or technology _ _
transfer and sharingCC Wei, TSMC CEO Neg_atlve' f.:lS focus it _

Less focus on core crucial during Potential pressure

i business eographic on gross margins

i % REUTERS geograp J J

expansion
Intel CEO says he met with TSMC CEO to discuss collaboration

SourcesRKT CapitalnalysisReuters 128
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Al: Sizeof HPCandTSMC HPC Revenue

Therisein Al adoptionis significantipoostingT S M Gevenuedrivenbythe growingdemand

for increasingladvanceahips
AlAdoption

Gen Al Adoption

8%
56% 55%

50%

5
50%
47%

] I

2017 2018 2019 2020 2021 2022 2023

Al ilhgacton T S M Gdvenueis evidentin the surgeof salesor HPC applicationswhichnow

driverevenuegrowth andarethe mainenginebehindthe s e c tegpangien
Revenueoncentratiohyendproducto

—HPC —Smartphone

o)
45% = 48

2018 2019 2020 2021 2022 2023 2024

Revenue in million NT$

Total Revenue 2018 1028
Total Revenue 2019 1066
Total Revenue 2020 1336
HPC Revenue 2024 1476

SourcesRKT CapitaAnalysisSTSMC
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HPC Growth

1 While the core HPCmarketgrowsroughly7 % peryear the acceleratomarket (GPUsand

RisingAl demandis drivinga shiftfrom CPUsto GPUs, asheir superior performance makes

ASIC3 is soaringat nearly28 %annuallyfueledby generativeAl 2 themfar better suitedfor data centetworkloads
HPC andData Centert mkt in USDBn
Aspect CPU GPU
B HPC Market (USD bn)
HPC Generalpurpose processor runs OS, Massively parallel processbistreams math for
872.9 Role lication logic, /0 control hics & Al
m Data-center Accelerator Market (USD bn) CAGR application logic, /O contro graphics
294.2 (20242029) Flexibility | Highf excels at varied, branching tasks Targetedf tuned for uniform, repetitive math
0]
233.5 7’2 Y0 Parallelism 8f 64 complex cores per socket Thousands of simple cores per chip
181.9 Spreadsheets, web servers, database Al model training & inference-B rendering,
Use cases . L
109.9 1415 Data Center transactions scientific HPC
) CAGR
80 4
57.0 61.1 65 5 70.0 75 0 (20242029) ngil;lile 4 TFLOPS! (Intel Xeon 8480+) |Up to 2 600 TFLOPS? (AMD MI300X / Nvidia H1(
| N [ 27,7% .
Al needsto crunchmanycalculationsat once and GPUs dothat about100x fasterthan CP Us.
2024 2025 2026 2027 2028 2029 Theydelivermore performance per watandtake up lessspacesavingenergyandracks in data centers.
g Thesurginglemandior computepower is drawing 4 Hyperscale@massivenvestmentsn Al ASICsare backedbytheir strongcashgeneratiorandsolid balancesheets
massivdnvestments
Hyperscale€apex[USD bn]
o0 Q

= Aggregate Capex of Major** Hyperscalers [USD bn]

OpenAls soundingut the SaudiPublidnvestmenkEund
(PIF)l n dReladcandAbuD h a MGXtsjoinaUS
$40 bn globafundraiseledby SoftBank.

o0 Q

The Stargatprojectledby OpenAl, §oftBarﬂndGqu
partnersaimsto buildthew o r lardelStlinfrastructure

with up to $500 billionin investmenby 2029.
2020

2021

B =

—E—

2022 2023

2024 2025E

**(Microsoft, AmazonMeta, Google)
SourcesRKT CapitaAnalysisBloomberg, MicrosofimazonMeta, Google
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Al Adoptiont Studycasewith brazilianbanks

1 IT SpendingAmongBraziliarBanks 2 Doesyour bankintendto increasats cloudinvestmentin 2025?
Total Spendingn R$ Search Febraban
Number of
Banks in
41.6 42.3 survey Without increase ‘- 11%
35.1 .
20.6 20 62%o0f Companies
26.7 ' with Al Expertise
Moderate increase ‘_ 42% Will InvestMost in
BrazilBanks
Assets creatyncrease | 7
85%
2020 2021 2022 2023 2024
3 However this modernization is still in the initial stage 4 And should intensify in the coming years
Aver age | evel of banksO0 maturity in Al?
: Process
Small Scale Implementatiofj | 20% EfficiencyGain
in 2023:
Large Scale Implementatiofjlj 10% 7.3%
initial imol : —j In Brazilwe havea closerelationshipwith bankswhichstill havealot to investin IT
Initial implementation 65%/ | Increased andAl. These investments will intensify in the coming years
efficiencyin
rocesses 2024 i :
Don’t Use . 504 p P Marcel Saraiva, NVIDIA Enterprise Sales Manager

SourcesFebrabarDelloite, RKT Capitahnalysis 132



Al Risk

1 Data center renewal is happening chaotically and for some it could become a bubble

NVIDIA.

Speaking of GPdenerations, NVIDIA rolled out the rather
ambitious plan to update its technology frequently. The goal
Is to update the GPU product every year, with a new
architecture every 23 years.

New Technology Every Year

New Architecture 27 3 Years

s, Caio UFMG LLM scientist g

The dynamics of hardware replacement have become much
faster for now, | would say that it is even unsustainable. This is
being caused, mostly, by the current hype cycle around LLMSs. |

believe it is an economic bubble that will eventually burst
Caio P, LLM Research

2 This large number of GPUs on the market has created a secondary market, which for now is a very low risk due to its lemall sca

il 46 €

s, Caio UFMG LLM scientist

2%

Thereis concernaboutthe generationof e-wasteanda certainexcess
of GPUson the marketif the LLMcrazeends becausedhere reallyare
alot of graphicardsthat are not beingused If youlook closely
some business modemveemergedhat take advantagef unused
GPUs,suchas vast.arunpod, inference.net

Caio P, LLM Research

Gpu Type Vast.ai AWS
RTX 5090 $0,69/h -

H200 $2,40/n $10,60
H100 $1,65/h $12,30
RTX 4090 $0,35/h -

RTX 3090 $0,31/h -

SourcesNVIDIA, RKT Capitahinalysis/AST.Al
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Is Al a newDotcom Bubble?

1 Comparison of the returns of the main companies that benefited from these tech waves 2 However, talking to people in the market we already understand some differences.

Dotcom Bubble (1995 f 2000)*

Al (2019 7 2025)*

CMGIT 4921%
Ciscof 3800%
Qualcommi 2619%
Amazoni 2700%

Yahoof 1000%

NTM P/E top 50 2020/s2024

NVIDIAT 1430%
Palantir 1262%
UiPathi 642%
Teslar 422%

Datadogi 415%

High P/E  LowP/E  Median P/E  10yrYield  CPIyoy chg 52
40
May 2000 441,1 5,7 31 6% 3,8% 35
30
28 28 26
May 2024 64,4 8,6 22,2 4,45% 3,4% o 12 11 III I

There are some big differences
between the dotcom bubble and
today's Al landscape, but the main thing
is that today companies generate cash
and are financed by reinvesting profits

Vinicius Saldanha, Opportunity Analyst

4 US VentureDebt isin historic high
US VentureDebt Markt (In US$Billiong

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

* Some companies did IPO after that date | Some companies did IPO after that date
SourcesPitchbook RKT Capitahnalysis
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- ___________________________________________________________________________________________________________________________________________________________________________________________
Data CenterReplacemenfnalysis

1 GPUReplacemen$alegCalculation 2 GPUReplacemen$ales Matrix
Value (in US$ billions) Notes
| 3 DepreciationCalendar
Data Center Installation 2024 100 NVIDIA GTC 2024 =
g 3 3,5 4 4,5
Depreciaton Calendar | 4| NVIDIA GTC 2024 S
g
Replacement Capex per Year 250 %
Share GPU Data Center 2024 | 2094  NVIDIA last 4yr of Data Center Sale E
)
Share GPU Data Center 2025 - |28 4094 RKT Capital Premise E
Q)
GPU Replacement Sales per year 100

SourcesRKT CapitaAnalysis 135



-
Al Growth - Calculation

1 Al Growth Calculation 2 Al Growth Matrix

2025 2026 2027 2028

Flow -1104 23 28 1435
P/Sales

Exit Multiple 6 , 7
Entry Equity 1104 S
TIR 11% o

8
Needed Revenue 239 Q

I
HPC Revenue 167
Share HPC 70%
Payout Premise 40%

SourcesRKT Capitahnalysis 136



IT Spendingverview

1 IT Spendingncreaseoverthe years 2 Data center was the one that grew the most motivated by Al
IT Spendingn US$Billions Spendingn US$Trillions
Cloud Migration+ Al Trend Type 2020 2024 Revenue Growth
5,115

4,898 Data Center 179 329. 84%
4397 4 533
3663 43817 3,872 Devices 529 7342 39%
3,648
3,385 3,394 3,5

Software 697 1091 57%
IT Serivces 1071 1588 48%

Communication
Services 1396 1371 -2%

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

SourcesRKT CapitaAralysisGartner 137



Appendixi Automotive




Automotives TSMC continues to grow rapidly even in a saturated market

The number of cars sold is not increasing, but the embedded technology within them is, driving

2 higher demand for TSMC chips

1 Anultraconsolidated segment with minimal growth
mmmm TSMC revenue on Automotive [USD bn]

e 0h on TSMC revenue

CarsSoldin millions

CAGR: 0,72% 97
g7 90 90 92 o 4.4
78 | | I I I I I I I | | 5 . 4.0
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2018 2019 2020 2021 2022 2023 2024
3 Theriseof electricvehiclesncreasesiemandfor advanceahips,benefitingTSMC 4 TSMCcanbenefitfrom the growth of the automotivesemiconductomarket
EVmarketpenetratiomate calculatiorof the semiconductenarketsizefor cars
China Market 2024 2025E 2030E =V Baiaiaie
Share 2030E
2024 ICE 40,7 41,5 82,9 206
0
62% EV 21,1 28,5 41,6 Premium for EV
Semiconductor
h Costs
Chinese cars Total 62,2 70,0 1245 7%
have the same
semiconductor Premium for ICE
costs as other Semiconductor
— g0
2019 2020 2021 2022 2023 cars VSIS RIS IE = 0% Costs
5%

139

Sources: RKT Capital Analysis, TSMC,
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R&D Overview

Subprime Covid
Crisis Crisis

Subprime Crisig
R&D 2008
YoY %

18,3%

Covid Crisis
R&D 2020
YoY %

27,5%

2000 2003 2006 2009 2012 2015 2018 2021 2024

SourcesTSMC 141



T S MAR&DB

1 Quote from Common Stocks and Uncommon Profits about R&D

mc pepm—— In Common StocksandUncommonProfits, Philip Fisheputlines15 keytraits of stronginvestments) andR&D ranks
STOCKS third on the list.
N GO ot sSuccessfuhvestingrequiresidentifyingcompanieghat innovatethrough new products processesor market opportunities
PROFITS When the businesdacksstrong competitivebarriers its investmentappeamaybelimited T
Philip A. Fisher

2 CoWoSwas a result of efficient R&D investment

2012 2014 2019 2022 2025
Cowos FinFET EUV 3D Fabric GAAFET
adoption

SourcesRKT CapitaAnalysisCommon StockendUncommonProfits 142



SemiconductoR&D

1  SemiconductoEBITvsR&D [USDbn| 2 R&Dft RKT Capitavs Consensus

—— High Real/Median — Low ——RKT Capital
mEBIT (USDbn)  mR&D (USD bn)

437
197
I I

2015 2016 2017 2018 2019 2020 2021 2022 2023 2022 2023 2024 2025 2026 2027 2028 2029

SourcesRKT CapitahralysisCapital 1Q 144



Appendixi Disruptive Technologies




Ri sk from sDeepSeekT and Quantum Computing

1

TrainingCosts (in USdollarsf log scalé

Thereds no free |l unch: Al compl ex model s 2n d@hesdrivesdncreasirg mndestments ie Computing Botvern g power
Training CrosssTraining Compute - Aggregate Capex of Major** Hyperscalers [USD bn]
100M GPT-4 3
10M @ Gemini Ultra
GPT-3
M =
100K m Megatron530B
RoBERTa.arge
10K Transformer
Rl
1000 ~7
10K 100K M 10M 100M 1B 108 180 2020 2021 2022 2023 2024 2025E
Training Compute petaFLOF log scale
The quantum computing market is growing rapidly, but it remains small given the significant Due to their extreme complexity, even the most optimistic projections expect |asgale
physical challenges to its operation deployment only after 2035
In USDbn
Challenge Explanation
CAGR: 12,45% Quantum Error Correction and Qubits are highly sensitive, requiring complex error correction to
9.55 10 ; o o .
Qubit Stability maintain stable and accurate computation.
Processor Integration and Error Integrating multiple processors while managing errors is essential for
Control scaling up quantum systems.
Chip Interconnection and Error Efficiently linking quantum chips while minimizing errors is critical as
Reduction systems grow.
Quantum Compu“ng Market Growth PFOJeCtIOH'M Efficient Quantum Algorithms Developing algorithms that work effectively on large quantum system
on Large -Scale Systems is crucial for realvorld applications.

2025 2030E 2035E 2040E

SourcesRKT Capitahnalysis globenewswire
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Al Risk

1 Data center renewal is happening chaotically and for some it could become a bubble

NVIDIA.

Speaking of GPdenerations, NVIDIA rolled out the rather
ambitious plan to update its technology frequently. The goal
Is to update the GPU product every year, with a new
architecture every 23 years.

New Technology Every Year

New Architecture 27 3 Years

s, Caio UFMG LLM scientist g

The dynamics of hardware replacement have become much
faster for now, | would say that it is even unsustainable. This is
being caused, mostly, by the current hype cycle around LLMSs. |

believe it is an economic bubble that will eventually burst
Caio P, LLM Research

2 This large number of GPUs on the market has created a secondary market, which for now is a very low risk due to its lemall sca

il 46 €

s, Caio UFMG LLM scientist

2%

Thereis concernaboutthe generationof e-wasteanda certainexcess
of GPUson the marketif the LLMcrazeends becausedhere reallyare
alot of graphicardsthat are not beingused If youlook closely
some business modemveemergedhat take advantagef unused
GPUs,suchas vast.arunpod, inference.net

Caio P, LLM Research

Gpu Type Vast.ai AWS
RTX 5090 $0,69/h -

H200 $2,40/n $10,60
H100 $1,65/h $12,30
RTX 4090 $0,35/h -

RTX 3090 $0,31/h -

SourcesNVIDIA, RKT Capitahinalysis/AST.Al
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Is Al a newDotcom Bubble?

1 Comparison of the returns of the main companies that benefited from these tech waves 2 However, talking to people in the market we already understand some differences.

Dotcom Bubble (1995 f 2000)*

Al (2019 7 2025)*

CMGIT 4921%
Ciscof 3800%
Qualcommi 2619%
Amazoni 2700%

Yahoof 1000%

NTM P/E top 50 2020/s2024

NVIDIAT 1430%
Palantir 1262%
UiPathi 642%
Teslar 422%

Datadogi 415%

High P/E  LowP/E  Median P/E  10yrYield  CPIyoy chg 52
40
May 2000 441,1 5,7 31 6% 3,8% 35
30
28 28 26
May 2024 64,4 8,6 22,2 4,45% 3,4% o 12 11 III I

There are some big differences
between the dotcom bubble and
today's Al landscape, but the main thing
is that today companies generate cash
and are financed by reinvesting profits

Vinicius Saldanha, Opportunity Analyst

4 US VentureDebt isin historic high
US VentureDebt Markt (In US$Billiong

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

* Some companies did IPO after that date | Some companies did IPO after that date
SourcesPitchbook RKT Capitahnalysis
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How did we incorporatethe risk 3 inour model?

1 Risk 3: Disruptive TechnologiésndermineHPC Demand 2 Risk 3Assumptions
Risk Description

1. Disruptive technologies, likguantum computing or new low-compute Al training
methods reduce overall computational demand Risk 3 Base Bull

2. Less compute power needed lealdgperscalers to cut HPC chip investments , softening CapacityUtilization

demand for advanced chips i i
P 2029 ' 800p | 90% 95%
3. Thisshift in industry architecture threatens the strategicr el evance tdding SMCO ¢ i i
edge nodes ) i i
Impact on Business Model Total ngezrgCapaCIty ! 20.500 ‘! 22 000 23.000
Base Risk 3
28% -53% % of Leading Edge over Total | 3804 ! 40% 41%
Capacit2029 ' |
= \argin Risk 3 m Leading Edge Demand - Risk 3  CiBase i i
% of 2nm in Leading Edge ! 14% | 35% 38%
Production 2029 | ;
3nm Waler Pricein 2020 | 18720 | $24.128 $25.332
[USD} ; ' | ' '
2nm Watfer Price in 2025 ' '
[USD} $20.000 $22.000 $24.500
2nm Chip Price Growth . 0 . 0 0
4,413 i i
3,550
IRR 5% 14,6% 32%

2024A 2025E

2029E

Sources: RKT Capital Analysis , globenewswire 149



Appendixi Three StageandDCF Rational




DCF problems

1 Problemfor project revenueafter 2030
Revenuen USDbn

In the second and third stage we h a d méwtchips to project !

640,749
580,644 612,547 9
508844 545810 -

470,547
390,713 431,689

349,474
: 308,992 :
| 270,135 '
L3673 167,322 196338 23399
- m ’ | l I I
= = m B B

2024A 2025E 2026E 2027E 2028E 2029E 52030E 2031E 2032E 2033E 2034E 2035E 2036E 2037E 2038E 2039E 2040E§

2 Problemwith DiscountCashflowsandwith perpetuity

2,0% 3,0% 4,0% 5,0% 6,0%

Ke
10.3%

KE sensibilityf GeopolitcialRisk

+0.5%

+1%

gsensibilityf Growth > GDP

+2%

+2.5%

B Explicit Flow ® Perpetuity

SourcesRKT CapitaAnalysis 151



Three StagesModel

StableGrowth Two Stage<srowth Three Stage<srowth
g g g

N

HUsethe threestagegrowthmodeif the firm is growingat a high rate
(... morethan8%higherthanthe stablegrowth rate)

SourcesNYU 152



Appendixi Historical Multiple Analysis




Multiple Analysis

Nvidiarecords

Chips Oversupply/

UkraineWar

Chipsshortage/ Intel

customer

f More Al boost

30.00

EUVImplementation

Smartphone Boom

25.00

20.00

15.00

10.00

5.00

0.00

Gz0z-0€-1dy
Gc0z-zz-uer
¥202-0€-10
¥20z-TE-INC

20z-0g-1dv
¥20z-TE-uer
€202-TE-10
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€20z-Te-uer
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220z-9z-uer
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T202Z-62-uer
0202-0€-10
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6T0Z-0g-uer
8T02-TE-190
8T0Z-TE-INC
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8T0z-TE-uer
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LT0Z-Te-INC
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LT0Z-vz-uer
9T0Z-TE-10
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910Z-62-uer
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¥102-L2-uer
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€T0z-TE-uer
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TT0Z-8z-uer
0T0Z-62-1°0
0T0Z-0€-INC

0T0z-0€-1dv
0T0Z-62-uer
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FlatMultiple Analysis

1 PENTM 2 Multiple PeriodsAnalysis

30.00 . , , .
Period Mean Median Margin Rationale

Lower Margin +
Apple not a
Customer + Not
inthe Al trend +
Lower market
share

25.00 2010- 2015 13.3 13 45.4% 49,3%

20.00 Lower Margin +
not in the Al
trend + Lower
Market Share +
not EUV + Apple
as a Customer

2010- 2019 14,2 13,9 45,4% 50,3%

15.00

Lower Margin +
not in the Al
00 ] 0 0 trend + Lower

2015- 2019 15,0 15,5 46,4%503%  \iarket Share +
Apple as a
Customer

5.00

Lower Al trend +

2015- 2025 17,3 16,6 46,4% 59,5%  market share +
margin

0.00 Ai Trend +

2020- 2025 19,4 19,1 51,6% 59,5%  Market Share +
Margin

Jan-29-2010
Jul-30-2010
Jan-28-2011
Jul-29-2011
Jan-31-2012
Jul-31-2012
Jan-31-2013
Jul-31-2013
Jan-27-2014
Jul-31-2014
Jan-30-2015
Jul-31-2015
Jan-29-2016
Jul-29-2016
Jan-24-2017
Jul-31-2017
Jan-31-2018
Jul-31-2018
Jan-30-2019
Jul-31-2019
Jan-31-2020
Jul-31-2020
Jan-29-2021
Jul-30-2021
Jan-26-2022
Jul-29-2022
Jan-31-2023
Jul-31-2023
Jan-31-2024
Jul-31-2024
Jan-22-2025

Sources: RKT CapitAnalysisCapital 1Q 155



Consensus Reverddultiple

20.0

15.0

Reverse Multiple

10.0
5.0
0.0
Jun-30-2015 Jun-30-2016 Jun-30-2017 Jun-29-2018 Jun-28-2019 Jun-30-2020 Jun-30-2021 Jun-30-2022 Jun-30-2023 Jun-28-2024 Jun-05-2025
e PE NTM == Reverse Multiple
156

SourcesRKT CapitaAnalysisCapital IQ



PE NTMSensibility

Period Mean Median IRR (3,8 EPS 2029) Reverse 2029 EPS 2029 EPS CAGR from
(IRR = KE) Reverse EPS
2010- 2015 13,3 13 13,7% 3,6 21,1%
2010- 2019 14,2 13,9 16,2% 3,4 19,0%
2015- 2019 15,0 15,5 20,3% 3,0 16,9%
2015- 2025 17,3 16,7 23,0% 2,8 15,3%
2020- 2025 19,4 19,1 28,7% 2,5 12,0%
Oct 22"~ 2025 18,1 18 26,2% 2,6 13,5%

SourcesRKT CapitanalysisCapital IQ 157



Appendixi Outputs Football Field




TargetPrice Sensitizedy WACC andg

3,50%

4%

4,50%

5%

5,50%

9,1%

10,1%

WACC

11,1%

12,1%

13,1%

SourcesRKT CapitaAnalysis
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- ___________________________________________________________________________________________________________________________________________________________________________________________
PV EquityValuer Exit Multiple Sensibility

1 PVEquityValue2028Calculation

2029 Net Profit 19976
2028 Exit Multiple 13,9|
2028 Equity Value 277672
KE 11%
Period 3,6
PV Equity 2028 188967

36

PV equity 2028 per share

2 Exit Multiple Sensibility
Fair Value per Share [USD]

ExitP'E NTMMultiple -2028
13 13,9 16,6 17 19,1

<€ 11,329 [0 43 45 50

SourcesRKT CapitaAnalysis 160



Appendixi Our Thesisin RKT Capital Model




Thesisl - Growth

1 Cloudunderpenetratiorand new refreshes are strong premises for the offer 2 2nmdemandguidedby smartphonesaandAl
Case Study: Capex Shift from CPU to GPU [USD bn]

[
_|

4 yr Depreciation

Data Center Base 2024 &
r
:

Pricing Assumption

m Wafer revenue > 10nm

Price for 2nm Chips in 2025 [USD /1,000 units]

(uss 1009 ——Cloud Revenue as a % of Price Growth for >= 10nm chips
Total IT Market Size

GPU Share on Price Growth for 7nm chips
Data Center Price Growth for 5nm chips
40%

Price Growth for 3nm Chips (20252029)
PriceGrowth for 2nm Chips (2026 2029)

()
S
c
(]
>
%
@
B
o
<
o
[J)
o

2017 2018 2019 2020 2021 2022 2023 2024

3 the giant increase in computing power with the ticket is our premise on demand

Increased power is another driver basmdiespenetratibn

A

3

& 100M

(@]

e

o 10M

&

IG

o 1M

o

3

< 100K

% 10K Transformer
8 R

g 1000 NI

&

= 10K 100K

With increasing scale in data centers, it is worth spending more gfpt.4

models for efficiency gains. @ J

E

Gemini Ultra

GPT-3
[ |
|
m Megatron530B 41,9
RoBERT& arge
1M 10M 100M 1B 10B 1B0 2020A

Training Computd petaFLOF log scale

Transition to 5G and Al will drive 2nm demand!

( 22.000)

-2%
0%
3%

7,5%

7,5%

B Wafer revenue leading edge
B Wafer revenue
— 2nm Utilization

2nmRampUp Kk

170,2

2026E 2028E

SourcesRKT CapitahnalysisTSMC
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Thesisl - Growth

1 Cowos Capacityisincreasing 2 2nmdemandguidedby smartphonesaandAl

—{ Growth: 7.3x ‘ 110,000 TSMC Oth
ers

Revenue CAGR
75,000 2012Sir 5/024
6% 32,607
40,000
P Foundries 2.0
15,000 TSMC Market
Share 2024 26,085
] Gao)
2023 2024 2025E 2026E
20,868
3 Other Revenue Will Increase Wit€oWoS Cowos capacityrampup
Other RevenueRRKT CapitalProjection(in US$Milliong
oL . . 16,695
CoWo$ackagings impossiblavith
TSMC Wafers waferfromanotherfoundry Cowos Service e
11,594
Product Typical Pitch Approximate Density Launch Year
TSMC CoWoS 10pum 10000 vias/nm2 2012
Intel Foveros 36pm 828 vias/ nm2 2019
ASE FOCoS 40um 600 vias/nm2 2016
Samsung X% Cube 40um 5000 vias/nm2 2020
Nvidia GPUs Requirement 10pum 10000 vias/nm2 -
2024A 2025E 2026E 2027E 2028E 2029E

SourcesRKT CapitaRnalysisTSMC 163



Thesis2 i HighReturns

1 More SiwthcingCostswill enablemore pricingpower

2 We see this advantage increasing with 2nm which intensifies the need for first orders

TSMC 5nmRamp- up 2 Transition to 2nm will |ncr'ease switching costs and the
— > . s importance of first orders!
+ Rampf up 8 § Adopting GAAFET, a more complex architecture will make the initial VOEI.&
$ + SwitchingCosts R S 0% more important and will increase changeover time :
T x 0 GAAFET
o] Samsung 5niRamp- up 5 <
> g § 15%
g 3 i
S E 1%
% s oy FinFET
" % S 5o L
s ¢ Planar FET
0 1 2 3 4 5 6 7 8 9 10 11 12 0%
Months 0 2 4 6 8 10 12
Monthsto switchlargeSoCto other foundrie
3 It’soneof the aspectf our marginbiggerthanconsensus 4 More dependencavill increasethe pricingpower andthe margin
Advanced packaging specifications for market companies GrossMargin[%]
CoWo$ackagings impossiblavith
TSMC Wafers waferdromanothefoundry Cowos Service Real Consensus Mean —— RKT Capital
57.80
Product Typical Pitch Approximate Density Launch Year = ﬂ
. Q ‘
TSMC CoWoS 10um 10000 vias/nm2 2012 56,794
Intel Foveros 36pm 828 vias/ nm2 2019
ASE FOCoS 40um 600 vias/nm2 2016
Samsung X% Cube 40um 5000 vias/nm2 2020
Nvidia GPUs Requirement 10pm 10000 vias/nm2 -
2020 2022 2024 2026 2028
164

SourcesRKT CapitaAnalysisSTSMC



- ___________________________________________________________________________________________________________________________________________________________________________________________
Thesis2 i HighReturns

1 Cowosisessentiafor NVIDIA growth 2 With this rush for cowoswe see an increase in the usage rate in the coming years

IC Turnover
CoWo$ackagings impossiblavith
TSMC Wafers waferfromanotherfoundry Cowos Service
72% 90%
Product Typical Pitch Approximate Density Launch Year Utilization > Utilization
TSMC CoWoS 10um 10000 vias/nm2 2012 Rate Rate
Intel Foveros 36um 828 vias/ nm2 2019
ASE FOCoS 40um 600 vias/nm2 2016
Samsung X Cube 40um 5000 vias/nm2 2020
Nvidia GPUs Requirement 10pm 10000 vias/nm2 -
3 In this way, the company has already reserved 70% of its capacity for 2025
TSMQCoWo$S capacity (wafers per month)
| Growth: 7.3x  |—————4110,000 TSMC Others
l Revenue CAGR
2019f 2024
75,000 21.6%
40,000 Foundries 2.0
V'S TSMC Market
15,000 Share 2024
- (34.0% )
2023 2024 2025E 2026E 2024A 2025E 2026E 2027E 2028E 2029E
SourcesRKT CapitaAnalysis

165



Thesis2 i HighReturns

1 7 PowersDefinition 2 StaticEconomiegCapexDilution) & DynamicEconomiegYield)

H Capex ——Capex % of Revenue
SStatic economies of scale are the cost advantages gai ng¢ Tg;]z_iIWafer
X through greater amortization of fixed costs and through 36.3 'pments
volume purchasing; dynamic economies of scale arise via ALty Apze
PUWERS Ul earning by doing,U where e i neg 87,5mm
processes, reduces defect s,
THE FOUNDATIONS OF BUSINESS STRATEGY
3Nm
Static Economies Dynamic Economies Avg Yield
2018t 2024
2021 2022 2023 2024 85%
3 StaticEconomiesn our model 4 DynamicEconomiesn our model
Capexas %of Revenue 3nmPrice[USD]
52.9% 48.1%
7 44.2%
(0]
I Bi% 35I4 ’ Bi% 31.3% 30.6% 29.6%
2021 2022 2023 2024 2025 2026 2027 2028 2029 2024A 2025E 2026E 2027E 2028E 2029E

SourcesRKT Capitalnalysis7 Powers 166



Thesis3 - Management

1 Good management decisions make us opti mi s2t Becomny riskuneutrah and mantaiaing the same rigkiprensium

BI b "Despite various challenges and cost overruns, he was confident that the Arizona
oom erg factory would deliver the same chip quality as in Taiwan, and anticipated a smooth
rampup Pprocess. s

A TSMCemployeesrom Taiwan CC Wei, TSMC CEO
A Not latestgeneration chipg ramped up in Taiwan
A Arizonals geography is more favorabl e
A Copiedexactlyfrom Taiwan 23%
o 1%
Real Consensus Mean RKT Capital < AR ‘F
(g 19% i -1' Glop:ﬁ?undmes
\CE'I/ TR et
x .
o17% e
< L]
O . gt
o 15% .
o
 SP N
£ 13% e
Q) o a ¥
< a -
w 11%
U C Semiconductor
9%
7%
2020 2022 2024 2026 2028
12 14 16 18 20 22
P/E NTM

SourcesRKT CapitaAnalysisBloomberg 167



-
Thesis ¥ Margin of Safety in the RKT Capital Model

1

3

The margins for the period 20102019 were much lower
GrossMargin[%]

O «1 N M < IO © I 0 O O « N M <
= = = I = T = = D == I == D == I S N S\ A &N B o\ I o N
O O O O O O O O O O oo o o o o
N N AN AN N N N N N N N N N N

In relation to growth, it was a company that didn't grow that much
TSMCRevenudUSD bn]

CAGR: 11,2%
(1-090)

29.4 821
251 26.5
171 20.1
13.3 145 I I I

2010 2011 2012 2013 2014 2015 2016 2017

2 The company's market share was lower, the world was less dependent and the risk was highel
TSMC MarketShare[%)]

n O© i~ 00 O
N N N N
8 8 & & 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
4 Using the 10year average, we obtain an exit multiple of 17x
IRR [%]
. . Reverse EPS
Exit P/E NTMMultiple -2028
34.2 34.6
EPS
2,4 :
2,8
CAGR Reverse EPS
3,2
\
3,6
2018 2019 4.0
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Thesis3t Marginof Safetyin the RKT Model

Period Mean Median IRR (3,8 EPS 2029) Reverse 2029 EPS 2029 EPS CAGR from
(IRR = KE) Reverse EPS
2010- 2015 13,3 13 13,7% 3,6 21,1%
2010- 2019 14,2 13,9 16,2% 3,4 19,0%
2015- 2019 15,0 15,5 20,3% 3,0 16,9%
2015- 2025 17,3 16,7 23,0% 2,8 15,3%
2020- 2025 19,4 19,1 28,7% 2,5 12,0%
Oct 22"~ 2025 18,1 18 26,2% 2,6 13,5%

SourcesRKT CapitanalysisCapital IQ 169



Appendixi Mkt Consensuss RKT Capital




1 - The market sees switching costs as a sector charactetistive see them as a TSMC advantage

1 Studying Qualcomm, we were left wondering whether this barrier was truly that strong 2 ;Zu:éggﬁroigfglzmg TSMC, we conclude that this is more of an advantage for TSMC than for

Yield (%)vs months

HeloOy amlat s I mpossi bl e t o c¢ h-amojtee podued f

TSMC 5nmRamp- up

. + Ramg up | —
H_ello Oyama_, + SwitchingCosts
Director Business Development at Qualcomm

SnapdragoB genl: Dropped Samsung /

SnapdragoB8 Elite:Dropped Samsung

Samsung 5nrRamp- up

Yield(%)

Monthsto reachaprox. 70%of yield

0 1 2 3 4 S 6 7 8 9 10 11 12

Months
3 We see this advantage increasing with 2nm which intensifies the need for first orders 4 And the entry into Advanced Packaging further reinforces this competitive advantage
30% . o o CoWo%$ackagings impossiblevith
TranS|t|on to 2n_m will increase switching costs and the TSMC Wafers wafersromanothefoundry Cowos Service
« 259 importance of first orders!
T Adopting GAAFET, a more complex architecture will make the initial voﬁg :
s o more important and will increase changeover time 3 . . ' .
5 20% Product Typical Pitch Approximate Density Launch Year
8 GAAFET
8§ 15% TSMC CoWoS 10pum 10000 vias/nm2 2012
]
(LQ, 10% Intel Foveros 36um 828 vias/ nm2 2019
% FinFET
0] ASE FOCoS 40um 600 vias/nm2 2016
s 5%
-E Planar FET Samsung % Cube 40um 5000 vias/nm2 2020
0%
0 2 4 6 38 10 12 Nvidia GPUs Requirement 10pum 10000 vias/nm2 -
Monthsto switchlargeSoCto other foundrie
* LogicYieldMarketEstimate

SourcesRKT CapitaAnalysis 7Powers, TSMC 17l



2 - Al doesn't need to grow as much as the market expects for TSMC to remain attractive

1 TSMCOs gr owt h i lypefsealersinvadtmdntin datd centevsiad atkey driver

Hyperscaler€Capex Transforms into TSMC Revenue through ASIC Production and Indirect

Actual Capexvs2024 Consensus:

Amazont  + 7Gobdit)  + 2 MiGdsaft) + 1. 0 % Share of ASICs and CPUs used in Al acceleration [%0]
: dgiet) I . 0

. Uss$ 1T
——Asics —CPUs < 1---
- S|!'s! US$ 100
= Aggregate Capex of Major** Hyperscalers [USD bn] & = !
% ! g ] GPU Share on o
1
@© 1 Dy Data Center <
m : o %
— (NN} 0,
% Na! : 40% %
o> g &
Ol < 20% I 5
e e B ©
@© 1 ! 1 1 &
(@) 1 . 1 1 o
L__aL_ )

2020 2021 2022 2023 2024 2025E 2021 2022 2023

3 Something that should continue to increase with models demanding more and more power 4 Even with Al performing relatively below expectations, TSMC would still deliver attractive resul

Training CrosssTraining Compute HPC Revenue growth sensibility
Increased power is another driver basidespenetratibn What if Al Doesnat perform relatively bel ow
< With increasing scale in data centers, it is worth spending more
S 100M 9 : penaing EPT4 ~ P/Sales
) models for efficiency gains. J
D
ke @ e 6,5 7,5
o 10M Gemini Ultra . .
2 GPT_3 Ma]or Prem 1ses
8 174%
5 1M | I o IRR=KE
3 9.\ . g P/Sales 2029 = 6.5 (TSMC Avg. 10
es = 0.9X V(Qg.
2 100K Megatron530B % 197% ( g. 10y)
:@’ RoBERTa.arge =
g 10K | Transformer e Management Premises
Q o ) 220%
= 7 @ 0 TSMC Revenue CAGR 28 = 20%
£ 1000 )
.% a HPC Share = 70% V\m
= 10K 100K 1M 10M 100M 1B 10B 1B0 - 242% WECIRevendeI oIS 3
Training Computé petaFLOF log scale
* largescalecloudproviders| **(Microsoft, AmazonMeta, Google) 172

SourcesThelnformationNetwork, AmazonMicrosoft, Google, Meta, RKT CapitshalysisGartner



3 - TSMC Culture- Market Vision

1 The market focuses a lot on the company's oriental culture as an essential point 2 This was already seen in the 1990s with Japan in the automotive industry.

flos Anaeles Times

I - . B
; TSMC's culture is very different from Western - .
‘E‘ m ~ ! companies, this is something from Eastern culture, Wh'y _C anut Amer| C e _ C atch Up? De s
3 - . very hard work, a good part of the success is linked by U.S. flrms, the Japanese are still bU|Id|ng better cars.
o this | P
A | to th Now, new thinking in Tokyo threatens to make the gap even
m v Stephano Gabriel, Equities at Leblon Equities wider.
The difference is that Japanese asseiindyworkers are made to
feel like members of a team, not through words but deeds.
3 However, the result after a few years was not what was expected. 4 Looking at Japan's productivity in relation to the United States, it has stagnated
» 140%
>
5000 2 120%
4000 S 100% BE=
3000 ? 80% N LA I I
sl Y
2000 S 60% ® :
S
1000 O 40%
o
0 5 20%
1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 20142016 2018 @ 0%
—
—JAMA Member’s Exports to US =——=JAMA Member’s US Production 0% 20% 40% 60% 80% 100% 120% 140%
Labor Productivity pemworker
173

SourcesJP Morgan, TSMC, OECD, JAMA



3 - TSMC Culturer Our Vision

1 Integrity is TSMC's first value and can be measured in guidance 2 Meritocracy can be seen in current management

Actual Board of Directors
Integrity is our most basic and most important core value. We tell the truth. We believe
that the record of our accomplishments is the best proof of our merit. = I"\

First sentence of TSMC's values document .=

!

-pl)—:anr]igd TSMC Long Term Guidance Details S Performant;ee:i)c\)/c(jer the Guidance ‘ }'

201¢ 2015 Revenue CAGR = 10% Revenue CAGR = 15%
2015 2020 Revenue CAGR =f8.0% Revenue CAGR = 11% CoCOO  CoCOO
Operating Profit CAGR = 10% orfB8L0%
20212026 Revenue CAGR = T20% RGUEIIE EAEIXE Skt Everyonestartedin low positionsandworked their wayup in the company
3 The relationship with employees is reinforced by job stability 4 And also positively affects customers and shareholders

Relationship with TSMC policy
Customer Never reduced investment in R&D
Customer never expanded to another model, not

competing with the customer

2019 2020 2021 2022 2023 Shareholder never decreases the dividend paid from
year to year
—|nvoluntary Turnover Rate

SourcesJP Morgan, TSMC 174



How do our viewsreflect in the model?

The mainpoint of differentiationlies inthe marginwherewe are moreoptimisticthanthe

marketin the mediumterm.
GrossMargin%

——Real/Median ——RKT Capital—— Mkt Consensus

57.8%

B>

2025 2026 2027 2028 2029

2024

2020 2021 2022 2023

2 Stressinghe most sensitiveassumption# the model,we arrivedat three scenarios

Bear, Base, Bulbcenarios

Revenue
2029
(USS BI)

CAGR
Revenue

(5 year)

Gross
Margin
2029

Wafers
Producedm]

Risk Premium

EPS

Exit Multiple*

Market

88 186,5 233,6 265,6 192- 240
13,1% 16% 21.5% 24.6%  17%F 22%
56,1% 50,5% 57,5% 58,7% 56f 57,3%
12.172 17.600 19.888 21.800 -

- 2% 1% 0,5% -

1,3 2,6 3,8 4.4 3,5

- 10,5x 13,9x 18x -

32%

26,6% 90%

16,2%

-21%- 339

Sources: RKT CapitanalysisCapital IQ
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Market ConsensugsRKT Capital

1 RevenueProjection

——High ——Real/Median——Low ——RKT Capital

245
195
145

95

45

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

3 R&DProjection

——High ——Real/Median ——Low ——RKT Capital

2022 2023 2024 2025 2026 2027 2028 2029

2 GrossMarginProjection

0.6

0.55

0.5

——High = Real/Median —— Low ——RKT Capital

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

4 CAPEXProjection

65

55

45

35

25

15

—— High ——Real/Median—— Low —— RKT Capital

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Sources: RKT CapitanalysisCapital IQ
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Market ConsensugsRKT Capital
1 DividendsProjection 2 PP&EProjection

——High ——Real/Median ——Low ——RKT Capital

——High Real/Median

Low —— RKT Capital

2020 2021 2022 2023 2024 2025 2026 2027

3 D&A Projection

239,81
—

——High

Real/Median

Low ——RKT Capitam

2020 2021 2022 2023 2024 2025 2026 2027 2028 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Sources: RKT CapitanalysisCapital IQ 177



GrossMargin

1 GrossMargin

RKT Capital—— Mkt Consensus

— Real/Median

o B

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Managemen€ommentsduringthe FirstQuarter Earning<all

TSMC says it will use its growing Arizona presence to cut costs,
coordinate closely with customers and suppliers, and rely on its
technol ogy | eadership and scale to
producerU allowing it to sustain a lonterm gross margin of 53% or
more, even as it expands globally

Bloomberg

sTSMClOs Arizona Chip Production Yields Su

To To T I

TSMCemployeedrom Taiwan

Not latest-generation chip$ after rampup in Taiwan
Arizonageographys better

Copiedexactlyfrom Taiwan

Sources: RKT CapitanalysisCapital IQ
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GrossMargin

1 GrossMargin

— Real/Median

2020 2021

2022

2023

2024

2025

2026

2027

RKT Capital—— Mkt Consensus

o B

2028

2029

Top Fabless customers have increased margins in recent years

Company 2019 FY 2024 FY
AMD 43% 53%
Mediatek 42% 49%
NVIDIA 62% 73%
Broadcom 55% 75%

Top SPE vendors have also increased margins in recent years

Company 2019 FY 2024 FY
ASML 45% 51%
Applied Mat. 44% 47%
KLA 59% 61%
Tokyo Eletronics 40% 45%

Sources: RKT CapitanalysisCapital IQ
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G Rational

1 SemiconductoMarket 2 TSMC Revenue

USsD Bd usSD B
CAGR 20017 2025 CAGR 2001 2019 - 588 CAGR 2000 2019 CAGR 2020 2023
6.47% 6.20% 520 10,3% 13,1%
412 412
299 305 S
227 2% 508
5 l.66 I I I
2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2024 S @" S ,@”‘,@3’ S ,@0“ w@‘" ,@0‘" SO S S S0 w@‘* ,@" S° ,@'\“ S ,9'\“ S %&" S ,@%"‘
3 TSMCWafer avgPrice 4 Matrix G x KE
usb Upside[%]
G
0, 0, 0, 0, 0,
CAGR 2007 2023 Ke 2,0% 3,0% 4,0% 5,0% 6,0%

5.00%
10.3%

+0.5%

+1%

+2%

+2.5%

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

180

Sources: RKT CapitalnalysisCapital IQ



Appendixi Valuation Financial Output































































































































