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An Exploratory Study on TSMC’s Hedging Strategies
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Abstract

TSMC, a forerunner and leader in the field of professional IC manufacturing
services,  deserves our attention and analyses for every step they have made.
Coupled with ever-increasing influence of exchange rate on multinational enterprises
in recent years, we raise concerns on what kinds of measures that TSMC takes for
hedging and effect that the measures bring, which are considered as two crucial
purposes of our research. In addition, associating analyses of factors influencing the
exchange rate, we also speculate on the future of TSMC'’s hedging strategy. According
to TSMC's official website, it sets up a subsidiary and issues US-dollar bonds for
hedging. Besides, by utilizing the TEJ database to analyze the impact of exchange rate
changes on TSMC and comparing TSMC and UMC’s exchange loss, we totally
understand the importance of TSMC bonds. However, influenced by substantial
appreciation of the Taiwan dollar against the U.S. dollar since 2016-2017, TSMC's
foreign exchange net profit has decreased recently. As for future expectations, we
expect Taiwan dollar will continue to appreciate for a period of time, and TSMC's
future capital increase to its subsidiaries may be higher.
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