Tower Semiconductor’s US defence push gains momentum amid legal headwinds
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Tower Semiconductor’s recent rally has drawn fresh attention to a niche corner of the chip market: specialised silicon germanium technology for defence and communications. The company and Axiro Semiconductor said late in April that Axiro’s radar beamforming integrated circuits, built on Tower’s SiGe platform and made in the company’s US facilities, are moving into volume production for use in sensitive defence systems and domestically sourced supply chains.
The announcement matters because Tower has been pitching its speciality manufacturing as a way to capture demand beyond the consumer-driven cycles that often dominate semiconductor investing. According to the company, the same platform is also intended to support next-generation radar and satellite communication applications, where performance, efficiency and secure supply are all critical. For Tower, the Axiro deal reinforces the case that its US footprint and SiGe capabilities can win work in areas where customers care as much about resilience as they do about speed.
That said, the news does not remove the bigger questions surrounding the stock’s longer-term case. Simply Wall St says investors still need to believe Tower can keep spending heavily on capacity while also converting that investment into durable earnings growth. The firm’s analysis points to committed capital spending of about US$1.15 billion and warns that underused manufacturing capacity could remain a risk if demand does not fill the fabs as planned.
The legal backdrop is also becoming more complicated. GlobalFoundries disclosed in March that it had filed patent infringement lawsuits against Tower in the US International Trade Commission and in federal court in Texas, accusing the company of using protected manufacturing process technologies. That dispute adds a layer of uncertainty around Tower’s technology base and could affect how investors weigh the upside from defence-related demand against possible legal and operational costs.
Even so, the Axiro ramp gives Tower a cleaner narrative on one important front: domestic, security-sensitive chip supply. For a company trying to convince the market that its speciality foundry model deserves a premium, evidence that its US SiGe line is moving into production for defence customers is a meaningful endorsement. The question now is whether that momentum is enough to offset the execution risk that still hangs over the broader business.
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