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US power grid construction to pick up pace from 1Q25F        

..    
 
 
 
 
  

Event   

On October 30, the US Department of Energy (DOE) announced the first round of 
selection of subsidy recipients for the country’s power transmission system, and released 
a report entitled “National Transmission Needs Study”. We believe the US will speed up 
power grid construction from 1Q25F. 

Impact 

US to accelerate power grid construction from 1Q25F. The US government will allocate 
a total of US$464bn for energy infrastructure investment in 2022-32F, which will drive 
transformer demand. The US DOE announced subsidies for three transmission projects 
under its Transmission Facilitation Program (TFP) on October 30. Two of the three 
transmission projects will begin construction in 1Q25F, and one in 2H26F, to respectively 
account for 14%, 14%, and 79% of the estimated 2030 transmission capacity needs of 
those regions where the projects are located. As such, we expect US power grid 
construction to pick up pace from 1Q25F in order to achieve the Biden administration’s 
goal of a 100% clean electricity grid by 2035F. 

US needs to expand transmission capacity by 114% by 2035F. According to the National 
Transmission Needs Study report, the US needs to increase intraregional power 
transmission circuit miles by 64% and cross-region transmission capacity by 114% by 
2035, under the aegis of government support, such as the Inflation Reduction Act (IRA), 
in order to meet power consumption demand. To that end, we estimate the US will spend 
US$1.3-1.6tn on expansion of the existing transmission system, including US$80-100bn 
on the import of power transformers, for a 2024-35F expenditure CAGR of 6%. 

US market to drive sales growth for Taiwanese power transformer manufacturers. In 
dollar terms, US imports of power transformers in January-October reached 123% of the 
full-year 2022 level. In the meantime, Taiwan’s transformer exports to the US were also 
reached 172% of the full-year 2022 level. While the majority of global transformer 
vendors have prolonged lead times to over two years, Taiwanese suppliers boast a much 
shorter lead time of eighteen months, and have thus received more orders. We believe 
US investment in power grid infrastructure will create solid growth momentum for 
transformer suppliers in Taiwan. Specifically, we estimate Shihlin Electric (1503 TT, 
NT$114.5, OP) and Fortune Electric (1519 TT, NT$316.5, OP) will see US sales grow at a 
respective 89% and 41% CAGR in 2023-25F, with the US market contributing 5% and 41% 
of 2025F sales, respectively. 

Stocks for Action 

Taiwan’s heavy electrical sector shares have seen rerating on the back of state-run 
Taipower’s (unlisted) grid enhancement plan and US infrastructure investment, with 
shares now trading at 2024F PE of 14-26x. We believe Shihlin Electric and Fortune Electric 
will secure transformer orders from US clients, with earnings growth outstripping that of 
local peers. As such, we value the two companies at respective PE of 25x and 35x. We 
prefer Fortune Electric over Shilin Electric on a more attractive valuation and a better 
business portfolio. 

Risks 

Slow US power infrastructure investment. 
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All the above named KGI analyst(s) is SFC licensed person accredited to KGI Asia Ltd to carry on the 

relevant regulated activities. Each of them and/or his/her associate(s) does not have any financial interest in 

the respectively covered stock, issuer and/or new listing applicant. 

 

 

 

 

 

  

Disclaimer 
All the information contained in this report is not intended for use by persons or entities located in or residing in jurisdictions which restrict the distribution of this information by KGI Asia 

Limited (“KGI”) or an affiliate of KGI. Such information shall not constitute investment advice, or an offer to sell, or an invitation, solicitation or recommendation to subscribe for or invest 

in any securities or investment products or services nor a distribution of information for any such purpose in any jurisdiction. In particular, the information herein is not for distribution and 

does not constitute an offer to sell or the solicitation of any offer to buy any securities in the United States of America, or to or for the benefit of United States persons (being residents of the 

United States of America or partnerships or corporations organised under the laws of the United States of America or any state, territory or possession thereof). All the information contained 

in this report is for general information and reference purpose only without taking into account of any particular investor’s objectives, financial situation or needs. Such information is not 

intended to provide professional advice and should not be relied upon in that regard. 

Some of KGI equity research and earnings estimates are available electronically on www.kgi.com.hk. Please contact your KGI representative for information. The information and opinions 

in this report are those of KGI internal research activity. KGI does not make any representation or warranty, express or implied, as to the fairness, accuracy, completeness or correctness of 

the information and opinions contained in this report. The information and opinions contained in this report are subject to change without any notice. No person accepts any liability 

whatsoever for any loss however arising from any use of this report or its contents. This report is not to be construed as an invitation or offer to buy or sell securities and/or to participate in 

any investment activity. This report is being supplied solely for informational purposes and may not be redistributed, reproduced or published (in whole or in part) by any means for any 

purpose without the prior written consent of KGI. Members of the KGI group and their affiliates may provide services to any companies and affiliates of such companies mentioned herein. 

Members of the KGI group, their affiliates and their directors, officers and employees may from time to time have a position in any securities mentioned herein.  


