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Current Price (10/30/2026) $166.48 
Valuation $266.00 

 
 
 

OUTLOOK 

SUMMARY DATA 
 

Risk Level Above Average 
Type of Stock Large Growth 
Industry Elec Comp-Semis 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Tower is a pure-play analog semiconductor wafer foundry that 
manufactures SiGe, Silicon Photonics, MEMS, RF, embedded 
flash-based memory, analog/mixed-signal, and CMOS image-
sensor devices in the US, Israel, Japan and Italy. It is serving 
markets in mobile such as RF High Position analog, as well as 
in CMOS image sensors, and power management. The com-
pany’s new Silicon Photonics products are seeing strong de-
mand in optical transceivers used in AI data centers. The 
company is flush with $1.5 billion in cash (or $13.00 per 
share), and is increasing capacity as fast as possible to meet 
demand. 
 

52-Week High 316.85 
52-Week Low 82.45 
One-Year Return (%) 95.5 
Beta 1.0 
Average Daily Volume (sh) 2,571,819  
  
Shares Outstanding (mil) 112.6 
Market Capitalization ($mil) $18,721 
Short Interest Ratio (days) 1.0 
Institutional Ownership (%) 71 
Insider Ownership (%) 1 
  
Annual Cash Dividend  $0.00 
Dividend Yield (%)  0.00 
  
5-Yr. Historical Growth Rates  
    Sales (%) -0.3 
    Earnings Per Share (%) 5.2 
    Dividend (%)   0 
  
P/E using TTM EPS 48.1 
P/E using 2026 Estimate 41.1 
P/E using 2027 Estimate 25.2 
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ZACKS ESTIMATES 
 

Revenue  
(In millions of US$) 

 Q1 Q2 Q3 Q4 Year 
 (Mar) (Jun) (Sep) (Dec) (Dec) 

2024 $327 A $351 A $371 A $387 A $1,436 A 
2025 $358 A $372 A $396 A $440 A $1,566 A 
2026 $414 A $460 A $526 A $600 E $2,000 E 
2027     $2,730 E  
 
Earnings per Share 
(non-GAAP) 

 Q1 Q2 Q3 Q4 Year 
 (Mar) (Jun) (Sep) (Dec) (Dec) 

2024 $0.46 A $0.53 A $0.57 A $0.59 A $2.15 A 
2025 $0.45 A $0.50 A $0.55 A $0.78 A $2.29 A 
2026 $0.65 A $0.88 A $1.15 A $1.38 E $4.05 E 
2027     $6.60 E 
 
  
 
  
 
 
$1,500 

 
Using EV to 2028 Sales of 8.1xs, we believe TSEM 
could be worth $266 per share. 
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WHAT’S NEW 

 
 
 

Tower Semiconductor is Ahead of Schedule on Capacity Expansion 
 
Tower reported another record quarter, beating on revenues and earnings and guiding higher than street es-
timates for Q4, where they have good visibility. This was driven by 176% growth in RF Infrastructure sales, of 
which 83% was from SiPho. For Q4 2026, Tower guided to revenues of $600 million plus or minus 5%, an-
other company record. Furthermore, it believes that Q1 2027 will be up sequentially rather than the typical 
seasonality it has experienced in the past when revenues dropped from Q4 levels. This could result in accel-
erating year-over-year growth and even higher margins.  
 
Its income statement is revealing the inherent operating leverage of a foundry. Revenues for the quarter at 
$526 million were up 33%, gross margin was up 92%, and operating income rose 151%. Based on guidance, 
Q4 should be up at least 36%, an accelerating number.  
 
In its July announcement of Japanese expansion, Tower targeted a $3.6 billion revenue run rate sometime in 
2028 and $1.2 billion of net profit, which would result in approximate EPS of $10.25. Since right now the 
company can sell as much as it can produce of photonics products, it is doing all it can to increase capacity 
and said it was ahead of schedule on its Track 1 plans.  
 
We are raising our 2026 estimates to reflect sales and earnings beat and the guidance. The revenue esti-
mate for 2026 is now $2.0 billion, and for 2027 is $2.7 billion. Estimates for adjusted EPS have been in-
creased to $4.05 for this year and $6.60 for 2027. As of last night’s closing price, the company trades at an 
enterprise value of $17.4 billion, or 6.4x EV to estimated 2027 sales. As a photonics/AI data center play, we 
see catalysts in: potential increased guidance and continued beat and raises, increased target model, and 
announcements of new large customers. Right now, the only gating factor is capacity, and the revenue risk is 
in future pricing. If investors assume $3.6 billion in revenues, with an 8.1x EV to Sales, and $500 million of 
the cash spent, the stock price would be $266 per share. Since its low of $28.54 on April 4, 2025, the stock is 
up 483%. 
 
 
 
 
Q3 2026 Revenue Breakdown 

 
The biggest revenue contribution in the quarter was overwhelmingly RF infrastructure, now over half of reve-
nue. In Q3, RF Infrastructure grew 176% to $296 million, up from $107 million in Q3 2025. Its percentage 
contribution to total sales is growing as other sales categories decline or are flat. As it becomes a bigger por-
tion of total revenues, math dictates growth should continue to accelerate as long as capacity can keep up. 
The company is in the midst of a SiPho production ramp in Fab 2 Migdal Haemek, Fab 3 Newport Beach, 
Fab 9 San Antonio, and Fab 7 Uozu, Japan, 300mm.  

 
RF mobile was again down year over year and is expected to be so for all of 2026, but the company expects 
it to return to growth in 2027 as orders ship for 2028 phones. The industry is going through a transition from 
200mm to 300mm and should return to growth in 2027. 
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Table 1. Revenue by Technology  
 

 
 

 

 
 

Source: Tower Semiconductor 
 
 
 

Table 2. Fab Capacity Utilization 
 

 
 
 
 

Q3 2026 Earnings Results  
 
Revenues in Q3 2026 were $526 million versus $396 million in Q3 2025 and were up 33% year over year. 
This is another quarterly record for the company. The gross margin in Q3 2026 increased to 34.0%, from 
23.5% a year earlier. Gross margin dollars were up significantly to $179 million or 34.0%, as incremental 
revenues came in at higher margins and lower-margin products had declining sales. This was a higher than 
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usual incremental increase and the company expects that increment to come back to the norm as more tool 
expense is added as buildout continues.  
 
Operating expenses were up $9.2 million year over year, significantly less than revenue growth. The operat-
ing margin was 24.2% compared to 12.8% last year, and operating income soared to $127 million from $51 
million in Q3 2025. Other income was $11.9 million compared to $10.5 million in last year’s quarter. The 
company expects it to typically fluctuate between $8 million and $10 million per quarter. 

 
Pretax profit was $139 million versus $61.1 million a year ago, more than double. Taxes were $19 million in 
the quarter, or 13.8%, versus the expected 18%, but we expect the 18% tax rate in the coming quarters. 
 
GAAP net income was $120 million versus $54 million last year, while non-GAAP net income was $131 mil-
lion versus $63 million a year ago, up 110%.  

 
Diluted GAAP EPS was $1.05 per share, compared with $0.47 last year. Adjusted non-GAAP diluted EPS 
was $1.15, up from $0.55 a year ago, or 108%. The average diluted shares for the quarter were 114.5 mil-
lion, up from 113.8 million last year.  

 
Balance Sheet  

 
As of September 30, the company had cash and short-term deposits of $1.5 billion, or $13.00 in cash per 
share. We estimate it is earning between 4.0% and 4.5% on about $800 million of that amount. Prepayments 
from customers for capacity reservations declined by $53 million this quarter. Total debt decreased by $12.0 
million to $154 million from the last quarter. Its quick ratio was 3.2x, and it has $1.5 billion in working capital. 
Operating cash flow, excluding changes in working capital, was $214 million for the quarter. Free cash flow 
was $23.2 million for the quarter after spending a net $191 million on capex. This reverses the last two quar-
ters of negative free cash flow. 
 
To support the increasing CIFO and CIGI demand, Tower is executing a $920 million investment plan to ex-
tend the capacity and capability of CIGI and CIFO equipment across its 8-inch PEBs in Israel, Newport 
Beach, and Texas, as well as its 12-inch Fab in Japan. Approximately 65% of this has already been spent, 
while the remaining 35% is expected to be paid through the first half of 2027. This heavy spending could 
keep the company in negative free cash flow territory for the next year or two.  
 
During the Quarter 

 
Tower Plans to Invest $3B to Expand Capacity in Japan 
 
On July 14, 2026, Tower announced a plan to expand its 300mm Silicon Photonics (SiPho), Silicon Germa-
nium (SiGe), and advanced packaging capabilities in Japan, with support from the Government of Japan. It 
consists of two tracks of action. Track one adds significant new 300mm Silicon Photonics capacity, with full 
production readiness expected during the fourth quarter of 2027. It consists of repurposing the Arai facility, 
formerly Fab 6, for 300mm Silicon Photonics capacity and advanced packaging capabilities, and maximizing 
Fab 7’s 300mm output in Uozu. Track two, happening at the same time, is building an additional 300mm 
manufacturing facility, adjacent to Fab 7. This facility is expected to provide a multi-fold increase in Silicon 
Photonics and Silicon Germanium capacity. The new facility is expected to be highly accretive beginning in 
2029. This is expected to cost Tower $3 billion, net of grants of $1 billion from the Japanese government.  
 
On August 11, 2026, OpenLight and Tower Semiconductor announced the availability of OpenLight’s photon-
ic Process Design Kit (PDK) for Tower Semiconductor’s PH18DA indium phosphide (InP)-on-silicon photon-
ics platform in Cadence’s electronic design automation (EDA) tools. This enables customers to streamline 
development of 400G and 1.6T laser-integrated photonic integrated circuits. 
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On September 17, 2026, Tower Semiconductor and NewPhotonics announced high-volume shipment of la-
ser-integrated serviceable optical engines. Shipping volume production PICs today support data rates from 
800G to 1.6T, with future volume manufacturing planned at 6.4T, beginning in 1H27. 
 
From September 21- 23, 2026, Tower participated in ECOC 2026. It showcased its high-volume and high-
performance Silicon Photonics platform, widely utilized across the industry for datacenter and telecom optical 
transceivers, as well as for high-growth applications, including near- and co-packaged optics (NPO/CPO) for 
next-generation AI cluster architectures, DWDM lasers, optical circuit switching, FMCW LiDAR for Physical 
AI, and quantum computing. The company also featured its Silicon Germanium (SiGe) BiCMOS solutions. 
 
After the Quarter Ended 

 
On Oct. 13, 2026, Tower and Semtech Corporation (Nasdaq: SMTC) announced an expanded multi-year 
agreement. As Semtech’s signal integrity portfolio is built on Tower’s SiGe process technology, Semtech will 
invest in securing dedicated silicon germanium (SiGe) capacity at Tower to build its fully retimed optics 
(FRO), linear pluggable optics (LPO), linear receive optics (LRO), near-packaged optics (NPO), eXtra-dense 
pluggable optics (XPO), linear equalizers on PCB, and active copper cables (ACC).  

 
 
 

 
 

       The Target Business Model 
 

Today, the company reiterated that its 2028 target business model is still a $3.6 billion revenue run rate 
achieved sometime in 2028, with $1.2 billion net profit, fully spoken for by its customers. It did admit that this 
could be conservative.  

 
 

 
Source: Tower Semiconductor 
 
 
 
 
 
 
 
 
 

 

https://www.semtech.com/
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       VALUATION 
 
TSEM trades at an enterprise value of $17.4 billion, or 6.4 EV to estimated sales for 2027, higher than its 
peers, who trade at an average of 5.0x. However, if we look at the components of that average, we see that 
Taiwan Semiconductor trades at 8.1x and is much more mature than Tower. At 8.1x 2028 revenues of $3.6 
billion, TSEM stock would be worth approximately $266 per share.  
 
 

 
 

 
 
 
 
 

 
       OWNERSHIP  
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       INCOME STATEMENT  
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       BALANCE SHEET 
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       CASH FLOW 
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     HISTORICAL STOCK PRICE 
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      DISCLOSURES 

 
The following disclosures relate to relationships between Zacks Small-Cap Research (“Zacks SCR”), a division of Zacks Investment Research 
(“ZIR”), and the issuers covered by the Zacks SCR Analysts in the Small-Cap Universe. 
 
ANALYST DISCLOSURES 

I, Lisa Thompson, hereby certify that the view expressed in this research report accurately reflects my personal views about the subject securi-
ties and issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the recommendations or views 
expressed in this research report. I believe the information used for the creation of this report has been obtained from sources I considered to be 
reliable, but I can neither guarantee nor represent the completeness or accuracy of the information herewith. Such information and the opinions 
expressed are subject to change without notice. 
 

INVESTMENT BANKING AND FEES FOR SERVICES  

Zacks SCR does not provide investment banking services, nor has it received compensation for investment banking services from the issuers of 
the securities covered in this report or article. Zacks SCR has received compensation from the issuer directly, from an investment manager, or 
from an investor relations consulting firm engaged by the issuer for providing non-investment banking services to this issuer and expects to re-
ceive additional compensation for such non-investment banking services provided to this issuer. The non-investment banking services provided 
to the issuer include the preparation of this report, investor relations services, investment software, financial database analysis, organization of 
non-deal road shows, and attendance fees for conferences sponsored or co-sponsored by Zacks SCR. The fees for these services vary on a 
per-client basis and are subject to the number and types of services contracted.  Fees typically range between ten thousand and fifty thousand 
dollars per annum. Details of fees paid by this issuer are available upon request. 
 

POLICY DISCLOSURES   

This report provides an objective valuation of the issuer today and expected valuations of the issuer at various future dates based on applying 
standard investment valuation methodologies to the revenue and EPS forecasts made by the SCR Analyst of the issuer’s business.  
SCR Analysts are restricted from holding or trading securities in the issuers that they cover. ZIR and Zacks SCR do not make a market in any 
security followed by SCR nor do they act as dealers in these securities.  Each Zacks SCR Analyst has full discretion over the valuation of the is-
suer included in this report based on his or her own due diligence.  SCR Analysts are paid based on the number of companies they cover. 
SCR Analyst compensation is not, was not, nor will be, directly or indirectly, related to the specific valuations or views expressed in any report or 
article. 
 

ADDITIONAL INFORMATION 

Additional information is available upon request. Zacks SCR reports and articles are based on data obtained from sources that it believes to be 
reliable, but are not guaranteed to be accurate, nor do they purport to be complete. Because of individual financial or investment objectives 
and/or financial circumstances, this report or article should not be construed as advice designed to meet the particular investment needs of any 
investor. Investing involves risk. Any opinions expressed by Zacks SCR Analysts are subject to change without notice. Reports or articles or 
tweets are not to be construed as an offer or solicitation of an offer to buy or sell the securities herein mentioned. 
 

CANADIAN COVERAGE  

This research report is a product of Zacks SCR and prepared by a research analyst who is employed by or is a consultant to Zacks SCR. The 
research analyst preparing the research report is resident outside of Canada, and is not an associated person of any Canadian registered advis-
er and/or dealer. Therefore, the analyst is not subject to supervision by a Canadian registered adviser and/or dealer, and is not required to satis-
fy the regulatory licensing requirements of any Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 
Canada and is not required to otherwise comply with Canadian rules or regulations. 

 
 


