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e The global distribution transformer market experienced a dip of approximately 7.6% year on year in terms of
revenue in 2020.

e According to Power Technology Research, distribution transformers in excess of 1 million are sold in the U.S.
every year.

e The US. is the largest market in North America and one of the largest markets at a global level, accounting
for around 17% in terms of revenue.

The global distribution transformer market, as per the estimates of Power Technology Research, experienced a dip of
approximately 7.6% year on year in terms of revenue in 2020, mainly due to Covid-19. Unlike the global distribution
transformer market, however, the North American market did not experience any dip. The North American market
instead grew at 2.6% in terms of revenue year on year, largely because of the U.S.

North America’s distribution transformer market follows the global trends in terms of demand generation. The
penetration of renewables and electric vehicles is encouraging utilities to expand their network, triggering the
demand for distribution transformers. However, the replacement of aging grid infrastructure continues to be the
largest demand driver in the region’s distribution transformer market, which is expected to grow with a CAGR of 3.6%
in terms of revenue from 2021-2027.
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The U.S. boasts the largest distribution transformer market in North America, accounting for 80% in terms of revenue,
and is one of the largest distribution transformer markets in the world.

Growth Drivers in the Distribution Transformer Market of
the U.S.

The U.S. distribution transformer market is expected to be significantly propelled by replacements of aging grid
infrastructure, followed by the ongoing energy transition, and the uptake of electric vehicles in the country.

Replacement driven

According to Power Technology Research, distribution transformers in excess of 1 million are sold in the U.S. every
year, but only one-third of these account for capacity additions; the other two-thirds are used to replace decades old
transformers in the grid as nearly 70% of the U.S. transformers are older than 25 years. So, despite the penetration of
renewables and electric vehicles in the U.S. market, the distribution transformer market of the US will still be a
replacement driven market.

Demand Segregation in Distribution
Transformer Market in US
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Source: Power Technology Research

Fig 1: Demand segregation in distribution transformer market in US 66% is replacement and 33% is capacity addition.
Source: Power Technology Research
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Energy transition

According to the International Energy Agency, the power generation capacity of the U.S. is expected to grow from
around 1,126 GW in 2020 to 1,380 GW in 2027. A significant increase in renewable generation is also expected: rising
from 16% in 2020 to more than 30% in 2027. Wind power generation capacity in the country is forecasted to increase
from 120.6 GW in 2020 to 210.17 GW by 2027. Furthermore, solar energy capacity is expected to increase from 59.9
GW in 2020 to 223 GW in 2027.

Growth in The Power Generation Capacity of The US.
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Fig 2: Growth in the power generation capacity of the US.
Source: International Energy Agency

At the recent COP26, both the U.S. and China reaffirmed their pledge to limit the global rise in temperatures to 1.5
°C, as originally set out in the Paris Agreement in 2015. This may spur the U.S. to further increase its renewable
generation capacity targets. This massive growth in the generation capacity of the country will require a
corresponding increase in the transmission and distribution grid, leading to growth in the distribution transformer
market of the U.S.

E-mobility

Electrification of the transport sector in the U.S. is also expected to drive the growth in the distribution transformer
market of the U.S. Under the Bipartisan Infrastructure Law, USD 7.5 Billion have been allocated for the EV charging
infrastructure in the country, leading to the expansion and modernization of the distribution grid. Even though there
are currently around 2 million active passenger EVs in the country, the number is expected to cross 26 million vehicles
by 2030, as per the estimates of Power Technology Research. Furthermore, there is an increasing trend of
electrification in buses and the light duty commercial vehicle segment as well. The U.S. plans to strategically place EV
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charging infrastructure to provide support to the country’s electrification plans in the transport sector. The installed
base for AC and DC chargers is expected to grow with a CAGR of 35% and 45%, respectively, from 2020 to 2030. Such
drastic growth in the EV charging infrastructure will directly impact the distribution grid in terms of higher grid
capacity demand and grid flexibility.

Looking Ahead

The U.S. is the largest market in North America and one of the largest markets at a global level, accounting for
around 17% in terms of revenue. It has the world's largest installed base of distribution transformers, with 43% share
by units. The distribution transformer market in the U.S. is significantly marked by the presence of pole-mounted
distribution transformers with an average size that is smaller than 50 kVA.

From the insulation type, the U.S. has the largest installed base of dry-type distribution transformers (accounting for
30% in terms of units) relative to the global figure (accounting for 15% in terms of units). With the penetration of
wind generation in the capacity mix of the country, which is expected in the future, the percentage share of dry-type
distribution transformers in the installed base is expected to further increase in the future.
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