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2.5 Heat pump market shares across Europe
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. 4.2 Calculating the environmental benefits of the heat pump stock



1 S u m m a r y  f o r  p o l i c y  m a k e r s

Sonear,andyetsofar.That'sthesituationfortheEuropeanheatpumpsec- tor in
2024.

On the one hand, heat pumps are fully part of EU legislation. They are front
andcentreofanumberoflaws.TheserangefromtheEU'splansforgreater
energy independence and for decarbonising industry to its revised climate
and energy targets for 2030.
EU policy-makers have identified heat pumps as central to a competitive,
sustainable Europe based on successful clean tech sectors. At least 60% of
heat pumps sold in Europe are also produced here, and this is set to in-
crease.
Theheatpumpmarketisgrowing.In2023,atotalof3.02millionheatpumps
were sold across 21 European countries, bringing the total stock to around
24 million altogether. There are now over 250 manufacturing sites in Eu-
rope, and the heat pump sector represents €7 billion in investment from
2022-2025 and employs around 168,000 people directly.

The 24 million heat pumps now installed in Europe avoid greenhouse gas
emissions equivalent to removing 7.5 million cars from the roads.

On the other hand, this report shows that the growth in the market is slow-
ing,particularlyinthefinalquartersoflastyear.Forthefirsttimeinadecade,
annual growth shrank in 2023.

Figure 1.0-1: Heat Pumps: A
European net zero industry
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Figure 1.0-2: Changes in HP
sales from 2022 to 2023, a
relative slowdown in most
countries

Chart 1.0-1: Sales develop-
ment by year and type of
heat pump (primary heating
function)

EHPA has updated its methodology for calculating sales of air to air heat
pumps to make it more accurate. This means there is a slight change to the
numberscomparedtopreviousreleases.Forafullexplanationseeourweb-
sitecorrection factor explanation

If this level of annual sales does not increase, the EU will not be on track to
meet its ambitions: nearly 60 million heat pump units in place in 2030 (from
the European Commission's impact assessment for its 2040 climate target,
PRIMES energy modelling. It will be about 15 million heat pumps short in
2030.
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Chart 1.0-2: GHG (Green-
house gas) Emission savings
from stock of heat pumps, in
Mt

Figure 1.0-3: 2030 EU ambi-
tions vs. current pace (heat
pumps installed)

Falling short would impact everything from jobs in the sector to the billions of
Euros in investment it currently attracts - €7 billion of investments are
planned for 2022-2025.

TherearemanysharedreasonsforthisdeclineacrossthevariousEuropean
countries, as outlined in EHPA's reporthere.

Overall, policy change is the number one factor which comes back time and
again,withvariationsdependingonthecountry.Forexample,anannounced
future higher subsidy scheme in Austria may have caused interested con-
sumerstodelaybuyingaheatpump.Ontheotherhand,theremovalofgov-
ernment support in Italy dented consumer interest. In the Netherlands, the

Explaining the latest trends
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In Finland and France a slowdown in new housing projects caused by high
interestratesispartlytoblameforthedropinsales.InSpain,therenovation rate
has slowed, meaning gas boilers do not get replaced by heat pumps. In
Portugal, inflation is hitting consumers hard and slowing spending.

prolonged lack of a government generated caution. Another crucial impact

was caused by energy prices. These continue to be
distorted in favour of gas and fossil fuels, with electricity prices often heavily
taxed. The energy crisis of 2022 had temporarily sent gas prices up, favour-
ing electric heat pumps, but this is no longer the case. In Poland, for exam-
ple, electricity is four times the price of gas now, and there is no clarity on
futureelectricitypricelevels,whilegaspricesare‘frozen'bythegovernment.
Slovakia,whereelectricitypricesarethreetimesthatofgas,islivingasimilar
experience.

Figure 1.0-4: Heat pump
sales per 1000 households in
2023 vs. electricity-to-gas
price ratio. Source: European
Heat Pump Association and
Eurostat. Price ratios alone
do not explain the difference
in heat pump sales between
countries. Finland and Nor-
way show price ratio with
heating oil.
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Chart 1.0-3: Sales of heat
pumps in 2023, by country

Chart 1.0-4: HP Units stock -
by country
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Chart 1.0-6: HP Units stock
per 1000 households - by
country

Chart 1.0-5: Heat pump sales
2023 per 1 000 households

In terms of individual countries, the biggest markets are now France and
Germany, with France and Italy having the biggest total number installed. In
terms of heat pumps per capita, the leaders are now Norway and Finland.
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From slowdown to seizing the opportunity

If growth in the heat pump market continues to shrink, it will endanger Eu-
rope's competitiveness and its path to energy independence and climate
neutrality. Europe's heat pump industry is a world-beating clean tech sector
which is gradually gaining market share on gas boilers. It is vital to support
the sector so it builds on its excellent base in order to reap its potential, en-
suring Europe leads the global shift to clean heating and cooling.

What needs to happen to put the sector back on track? Consistent, stream-
linedandambitious long-term policiesonheatpumpsarevitalforattracting
demand for them and ensuring investments in the EU's manufacturing and
workforce.

YetthepublicationoftheEUHeatPumpActionPlan,whichwouldhavegiven
a clear long term policy signal, has been postponed from first quarter 2024
to - potentially - after the EU elections in June 2024.

Itiscrucialtoboosttheheatpumpmarketbycontinuedcommitmenttothe
technology, stable policies, strong consistent and forward-looking measures
and a market environment shaped towards making clean technologies the
ones that are economically most attractive. To help demand pick up, lock in
this investment and European leadership and jobs in this key net zero sec-
tor, clarity from political leaders on the direction of travel, including via the
Heat Pump Action Plan, is key. Similar initiatives for sectors like wind and so-
lar power have helped those industries to flourish.
What's more, the EU needs to implement agreed legislation such as the Fit
for 55 package and provide guidance for EU governments as they put it into
their own laws. All legislation should be harmonised and streamlined – in-

Chart 1.0-7: Heat pump mar-
ket shares, in % of combined
sales of boilers (BRG) and
heat pumps (EHPA), by coun-
try, 2023
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cludingbuildingcodes,energyperformancecertificatesandplanningregula-
tionstouching uponheatpumps.Clearheatpumptargets shouldbeinclud- ed in
upcoming legislation as reflected in the European Commission's 2040 climate
modelling dataset:nearly 60 million heat pump units in2030 and 90 million in
2050.*

On a national level, countries now have to implement their energy and cli-
mate plans (NECPs). This should be monitored by the European Commis-
sion, and could becomplemented bynational heat pump targets and action
plans.

Another essential area to put heat pump sales back on track is cost. Reduc-
ing heat pump costs makes them more attractive to consumers and indus-
try. In most countries, the upfront cost of a heat pump is much higher than
that of a fossil fuel boiler.
In many countries, the operating costs of heat pumps are still higher than
those of fossil fuel boilers, despite heat pumps being three to five times
more energy efficient.

Toincentivisepeopletobuyaheatpump,theyneedtoseearapidreturnon
investment. To achieve this, electricity should be no more than double the
priceofgas.Electricitycostscanbereducedbyshiftingtaxesandleviesaway
fromelectricitybills,introducingcarbonpricingandbygivingconsumersthe
optiontomovetoalowerorvariableelectricitytariffiftheyswitchtoflexible,
renewable heat pumps.
Inaddition,financialtools,government support,privatesectorfinancingand
different business concepts to reduce cost are essential to help consumers
and tap into the energy savings heat pumps provide. There is a particularly
urgent need to shield low-income households from high energy prices and
support their access to cleaner and, ultimately, cheaper to run heating and
cooling solutions like heat pumps.
Increasing manufacturing and installation capacity is a prerequisite for a
faster heat pump rollout. The sector now provides close to 170k direct jobs
and this is increasing over time.
12 |

Figure 1.0-5: How the EU Fit
for 55 package will impact
heat pumps
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Chart 1.0-8: Employment in
the heat pump sector 2023
(Full time equivalents)

In order to boost this capacity, and strengthen the heat pump sector's com-
petitiveness, the European Commission could set up a clean transition dia-
logue with the sector. These dialogues are meetings between the European
Commission and industries to support the implementation of the European
Green Deal. The heat pump sector would also welcome an EU industrial
strategy for heat pumps and their components, and a heat pump skills part-
nershipbothatEUandnationallevel,toensureenoughworkersaretrained and
reskilled.

The potential of large heat pumps should also be broadcast more widely –
and their grid connections prioritised. EHPA is now gathering for the first
time data on the large heat pump market in Europe and will use this to flag
the huge value they can provide for the electrification of industry and en-
ergy system integration. Already today heat pumps can reach temperatures
of up to 200°C – which is sufficient for sectors such as food and paper, for
example. Large heat pumps can bring circularity by using waste from indus-
trial processes and other sources including wastewater, data centres and
metrotunnels fordistrictheating andcoolingsystems orheating inindustri-
al processes on site.
Another important aspect of heat pumps is that in terms of the electricity
grid, they are extremely flexible. This means they can be turned on to heat
when electricity costs are lower and off at peak times. This balances out the
grid and reduces costs for the EU's energy system and for consumers. How-
ever, incentives are needed to encourage consumers to make the most of
this flexibility, which should also be taken into account by grid operators in
their grid planning.

In terms of EU policy on products, EHPA works to ensure these are com-
plementary to each other and to the EU targets for heat pumps. For exam-
ple, the EU's rules on the energy efficient design of products including heat
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pumps – ‘Ecodesign' – need to be as ambitious as possible, and bring about
an end to stand-alone fossil fuel boilers.

See EHPA's manifesto on priorities for EU policy 2024-2029

Which EU laws have an impact on heat pumps?

EHPA works on the following policies, due to their importance for the heat
pump sector.
The EU ‘Fit for 55%' package

TheFitfor55%packageincludestheEU'srevisedenergyandclimatetargets
for2030.Theseincludeahigherrenewableenergytargetof42.5%andtoin-
creasing energy efficiency goals (-11.7%). Higher targets like these are help-
ful for heat pumps, which can help achieve them in all settings: residential,
commercial and industrial.

See EHPA's summary infographic

The Energy Performance of Buildings Directive (EPBD)

The EPBD sets a phase-out deadline for boilers burning fossil fuels by 2040.
It also sets a target for zero emission new buildings for 2030, and for all
buildings to be zero emissions by 2050. These measures are extremely im-
portant for speeding up the switch from fossil fuel boilers to heat pumps.
The Net Zero Industry Act

TheNetZeroIndustryActissupposedtoboostcleantechnologies,including
heat pumps. To complement the Act, former European Central Bank chief
Mario Draghi is to publish a report on EU competitiveness later this year.

See EHPA's summary infographic

F-Gas Regulation

The F-Gas regulation sets deadlines for the phase-out of fluorinated gases
due to their potential for worsening global warming. Some of these can be
found in heat pumps and other appliances. The regulation was revised at
the end of 2023 with a tighter timeline. The heat pump sector is commit-
ted to switching to non-fluorinated refrigerants wherever technically feasi-
ble, now further guided by the clear timeline provided by the F-gas Regula-
tion.Furthermore,itisimportanttoallowtimetoensurewidespreadtechni-
cian training and certification to work with all types of refrigerants. The sec-
tor is also committed to this.

Ecodesign and Energy labelling

The Ecodesign rules – supported by the consumer focused energy labels –
aim to make products like heat pumps more efficient. EHPA advocates for
an ambitious ecodesign deal with a clear pathway to heat pumps away from
stand-alone fossil fuel boilers. We also stress the importance of consistent
legislation, aligning the needs for product re-design from the F-gas regula-
tion to those resulting from the Ecodesign revisions.
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Digitalisation and flexibility

Ensuringheatpumpsaredigitally‘smart'andcantalktootherdevicesiskey.
So is making the most of the fact that they can be used when consumers
choose to do so - for example when energy demand is lower. Consumers
should be rewarded for doing this, for example via variable tariffs. The Euro-
peanCommissionrecentlypublishedacodeofconductforenergy-smartap-
pliances(heatpumps,butalsowashingmachines,tumbledriers),whosesig-
natories have committed to developing interoperable connected products
within a year. The future European Commission is also due to work on the
flexibility of the power system.

EHPA Market Report 2024 | Version 1.2 | 15


