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The drop in the prices of PV modules will lead to an increase in the adoption of solar power in the U.S., opening up a big opportunity for SolarCity.  By offering lease programs and solar bonds, SolarCity is making the right moves to tap this market.  SolarCity is also looking to tap the commercial market, opening up another growth opportunity.
The U.S. is a growing market for roof-top solar power PV modules, where consumers are vying for their share of sunshine to generate clean power.  According to the U.S. Department of Energy (DOE) study, the country could well be heading to around 1 million homes with rooftop solar PV installations by 2020.
One of the tailwinds driving this growth is the declining cost of PV modules.  For example, between 2010 and 2013, the prices for residential rooftop solar PV system dropped by 29%.
If prices decline in the future, then, according to DOE's Sunshot study, residential rooftop installation could well be around 4 million houses by 2020 as shown.  This presents a big opportunity for SolarCity, which is aggressively focused on cutting costs, in order to capture a bigger market.  In this piece, we will take a closer look at why SolarCity is a good bet to benefit from the growth of rooftop installations in the U.S.
Lower Costs Will Lead to an Increase in Market Share
In the 3rd quarter, SolarCity's costs dropped sequentially from $3.03 to $2.90 per kiloWatt.  Going forward, SolarCity plans to get this down to $2.50 by 2017.
SolarCity is the leader in residential installations in the U.S., commanding a market that is larger than the next 50 peers combined.  The company has grown from 11% to 36% of solar PV market share in the U.S., within a short span of 3 years.  During the 3rd quarter of fiscal 2014, SolarCity's residential installations grew 100% year over year.  The company booked orders for 230 MegaWatts (MW, including but not limited to just residential) and installed 137 MW, for a year-over-year jump of 150% and 77%, respectively.
The Addressable Market Is Increasing
In order to increase its addressable market, SolarCity has launched a new product - the MyPower program.  This program is aimed at offering loans to prospective residential customers, with the intention of driving faster adoption of solar power in the residential solar PV market.
The bulk of the solar PV capacity is located in the southwest region of the country.  However, sunlight available for PV generation varies ±30% across the entire nation, making it a viable source of clean energy across the US.
Moreover, even banks are turning extremely optimistic about the future of solar power in the U.S.  According to a Deutsche Bank report, by 2016, solar power will be cheaper than grid power in almost 36 states.  This number could be 47 if federal credits are included.
UCS projects that, for more than half the states, solar power will be cheaper than utility power.  In addition, Bank of America and SolarCity have recently formed a new investment program - for financing an estimated $400 million in solar power projects in 2014 and 2015 alone.  This is a part of the 10-year, $50 billion environmental business goal announced by the Bank of America in 2012.
SolarCity's Smart Strategies to Tap the Market
Moreover, SolarCity has launched its own Solar Bonds, which will enable customers to participate in moving toward a clean environment.  This will also help SolarCity fund its growth plans going forward.  The bonds were launched in October.  The full impact will only be reflected in the upcoming quarters.  During the soft launch in October, the company managed to garner 100,000 page views, and bond holders signed up from every state.
By 2018, SolarCity aims to have 1 million customers under its belt.  This means it has to grow at a rate of 61% each year, to grow from its current customer base of 168,000 to 1 million by mid of 2018.  Given the rapid rate at which the industry is growing in the U.S., and SolarCity's strength in the domestic residential solar PV market, this doesn't look too ambitious a figure.
The Commercial Opportunity
According to a study by the Center for Environmental Innovation in Roofing, there's a potential for 125 GW in the U.S. commercial solar PV rooftops market.
SolarCity, having cracked the code in residential rooftop installations, is also vying for a larger share of the commercial rooftop solar PV market.  As a step in that direction, the company has launched 2 new products during the 3rd quarter - ZS Peak and ZS Beam.  These 2 products will help in delivering more KW per square foot, reducing installation costs for customers.
Conclusion
As evident from the discussion above, SolarCity is doing well to tap the residential rooftop solar market in the U.S.  It is now spreading its wings in the commercial market as well.  Given that the company's shares have dropped 11% so far this year, investors should consider using the stock's weakness as an opportunity to buy more shares.
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