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SINGAPORE

US$ 170
Rental Rates (KW/month)

289.9
Total Data Centre Capacity (MW)

51.6
MW per million population

HONG KONG

US$ 180
Rental Rates (KW/month)

221.4
Total Data Centre Capacity (MW)

30.1
MW per million population

TOKYO

US$ 200
Rental Rates (KW/month)

187.4
Total Data Centre Capacity (MW)

13.9
MW per million population

SYDNEY

US$ 190
Rental Rates (KW/month)

151.4
Total Data Centre Capacity (MW)

30.3
MW per million population

CURRENT SUPPLY ANALYSIS 
Asia Pacific supply will be insufficient if 
the rate of IT outsourcing grows to match 
that in the U.S. and Europe

CBRE Research’s comparison of current data centre capacity 
per capita in four key gateway Asia Pacific markets (Hong 
Kong, Singapore, Tokyo and Sydney) and similar European and 
U.S. gateway cities shows that Asia Pacific could easily absorb 
an additional 140 MW of data centre supply – a figure similar 
to the region’s existing average data centre capacity. This is 
based on the assumption that 1) data centre capacity figures 
represent the volume that is available for outsourcing and 2) 
Asia Pacific IT outsourcing levels will eventually rise to a 
similar level as those in the U.S. and Europe. This would 
require the construction of 4 to 9 new data centre facilities or 2 
to 4 million sq. ft. of data centre space. This estimate does not 
take into account the growing computing demand coming from 
major technological trends such as Big Data, the Internet of 
Things and Industry 4.0, which are set to drive data and 
computing demand at exponential growth rates.

NEW OPPORTUNITIES
Expansion to developing Asian countries 

KEY TRENDS
Three key trends driving demand for data centres

BIG DATA INDUSTRIAL 
4.0

INTERNET OF THINGS
& SMART CITIES

Source: CBRE Research, September 2017.

Source: CBRE Research, September 2017.

Source: CBRE Data Centre Solutions, 2017.

RENTAL RATES
Data centres in Asia Pacific tier I cities command rents 20% to 40% higher than the U.S. 

Large population and growing user base
CHINA • INDIA • INDONESIA

Rapid economic expansion
 PHILIPPINES • VIETNAM • THAILAND

Government support
MALAYSIA

WRITING THE NEXT CHAPTER IN 
THE ASIA PACIFIC DATA CENTRE EVOLUTION

FROM NICHE SPACE TO MAINSTREAM MARKET



4        FROM NICHE SPACE TO M A INSTREA M M ARKET: WRITING THE NEXT CHAPTER IN THE ASIA PACIF IC DATA CENTRE EVOLUTION

02
EXECUTIVE 
SUMMARY

Data centres are becoming as important a 
part of business operations as office, retail and 
industrial assets. This trend is being driven by 
several factors including the increasingly digital 
world, IT development and the importance 
enterprise IT strategy plays in business delivery.

CBRE Research estimates that Asia Pacific 
markets could easily absorb an additional 140 
MW of data centre supply, equating to circa 
2 to 4 million sq.ft. of additional real estate; 
putting them on par with existing U.S. and 
European levels. This volume would be required 
if current Asia IT practices and outsourcing 
trends increase to levels existing in other more 
mature economies.

CBRE RESEARCH © 2017 CBRE, Inc.
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Asia Pacific’s relatively late adoption of cloud 
computing could turn out to be a blessing rather 
than a curse, depending on how the transition is 
planned and executed. Careful and considered 
strategic positioning by users is likely to result in 
a better and more sustainable IT strategy and 
service delivery. Challenges such as the lack of 
transparent industry statistics and metrics; less 
well defined service standards; and an absence 
of well-established service providers can be 
overcome with the support of on-the-ground 
intelligence and expertise from industry specialists.      

How data centre operators and cloud service 
providers position themselves now will determine 
their competitive status in the medium to long 
term. Asia is significantly different to the U.S. 

and EU, where common rules and laws apply 
to large geographies. In Asia, there are many 
different sets of laws and regulations to negotiate, 
meaning that formulating the right strategy based 
on reliable intelligence and advice will be critical 
for service providers and end users.

The above mentioned demand drivers do not 
take into consideration the additional growth 
in demand from Internet of Things (IoT) and 
Industry 4.0. These innovations are likely to 
fuel incremental data centre demand, given the 
intensity of their data and computing needs. The 
importance of manufacturing to many Asian 
economies means that the adoption of the most 
advanced production methods will be a priority 
for many countries. 

In conclusion Asia Pacific is the land of IT 
and data centre opportunity. It is home to 
the majority of the global population, mature 
and expanding economies, and is currently 
experiencing significant demand, coupled 
with regional undersupply and the strong 
potential for further growth in the medium to 
long term. However there remain pitfalls for the 
unwary and significant challenges for global 
multinationals in a culturally diverse and swiftly 
changing landscape.

This is fueling considerable global interest in 
what will become the most important data centre 
regional market in the medium term.

CBRE RESEARCH © 2017 CBRE, Inc.
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INTRODUCTION

WHAT IS A 
DATA CENTRE?
Data centres are facilities that house the hardware 
and software that support a company’s information 
technology systems. The mission critical nature of 
computers in the modern business world means 
that data centres have additional requirements 
that differentiate them from a typical storage 
unit. These include enhanced power, cooling, 
connectivity and security features.

DATA CENTRE 
SUB-SECTORS
The data centre market can be broken down 
into various sub-sectors based on the ownership 
structure (owner-occupier or co-location1); 
location (in-house or out-house); type (wholesale2  
or retail3) and operator (carrier or neutral4).  

1 A co-location data centre is a standalone building in which multiple 
companies share space for storing and running their IT equipment, akin 
to a multi-tenant office building or apartment complex.  

2 Wholesale co-location typically denotes large power requirements  
(>500 kilo Watts, kW).

3 Retail co-location describes smaller power requirements (10kW to 500 kW). 
4 3rd-party companies that own and operate data centre space but do not 

utilise the data centre are known as “carrier” or “neutral” co-location 
data centres. 
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Figure 1: Summary of data centre sub-sectors

DATA CENTRES SUB-TYPE OCCUPIERS 

Owner 
Occupier

In-house
Occupying office 
space

Small

External Dedicated data 
centre

Large

Co-location

Retail

Retail Carrier 
Colo

Small, short-term leases 
(<5 years)

Managed Solution
Small, short-term leases 
(<5 years)

Wholesale Wholesale Colo Large, long-term leases 
(>5 years)

WHOLESALE RETAIL 

Number of 
customers (per data 
centre/ building)

3 to 10 100+

Lease term 5 to 10 years 18 to 36 months

Power Min 500 kW Min 1 Rack (4-5 kw)

Targeted Client MNC SME

Risk Few tenants Lots of tenants

Utility Payment Metered Rentalised

Return (Target ROC) 12-15% 25-35%
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Source: CBRE Research, September 2017.

Figure 2: Wholesale and retail co-location comparison
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The history of data centre development can be 
divided into four key stages. 

Stage 1: 
In-house data centre
Historically, corporates stored data and ran their 
servers on their own premises.

Stage 2: 
Outsourced data centre 
(self-owned equipment & facilities)
As companies’ computing needs grew and issues 
such as equipment, security, diversity and power 
management became more specialised, it made 
increasing commercial sense for them to move their 
IT resources to specialised self-owned facilities.

04
MARKET 

EVOLUTION

Stage 3: 
Outsourced data centre 
(Hybrid: combination of third party 
and self-owned)
As enterprise IT requirements continued to 
grow in scale and complexity, more businesses 
have begun to house their IT equipment in data 
centre facilities managed by third party specialist 
operators while still retaining responsibility for 
their own IT hardware. 

Stage 4: 
Outsourced data centre 
(Third party facilities)
In the coming years, companies will have to 
grapple with additional strategic decisions about 
whether to buy and manage their own IT hardware 
or utilise the growing pool of cloud resources 
available through increasingly sophisticated and 
large scale specialised service providers. 
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The rapid development of Infrastructure as a 
Service (IaaS), Platform as a Service (PaaS) and 
Software as a Service (SaaS) have changed 
the IT landscape and offer even sophisticated 
users the ability to outsource components of 
their IT functions to a degree inconceivable 
even a decade ago. Economies of scale, 
specialisation and expertise are providing an 
ever more compelling case for more enterprises 
to outsource greater proportions of their IT 
operations to specialist cloud service providers 
(CSPs) while keeping only the most sensitive 
data or those required to be kept in-house by 
law on proprietary equipment in a hybrid cloud 
arrangement. This enables companies to focus 
their energy and expertise on leveraging IT 
to optimise operations for achieving business 
goals and leave the more routine aspects of IT 
to external service providers. At the same time, 
specialist service providers continue to grow 
and become ever more adept at ensuring that 
operational efficiency is maximised with the use 
of latest technology and processes. 

Many U.S. and EU-based multinationals will 
gradually export practices from their domestic 
markets to other locations worldwide. So, 
irrespective of the rate at which Asian-based 
corporates outsource their IT services, the 
current global shift towards the public cloud 
will also pick up pace in Asia Pacific. If data 
is going to be the electricity of the Information 
Age, most enterprises would eventually be no 
more concerned about how their computing 
services are provided than they are about how 
their electricity is provided.  
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KEY TRENDS 
& DEMAND 

DRIVERS 

Data centre demand is expected to grow rapidly 
as an ever greater portion of what and how we 
do things will migrate from the physical or analog 
to the digital realm. This will drive exponential 
growth in the amount of data being generated, 
analysed, processed, transmitted and stored.

Some of the key trends at play that are likely to 
drive this explosion of data include Big Data, the 
Internet of Things (IoT) and Industry 4.0.

BIG DATA

Big Data has many definitions but essentially 
involves taking any amount of structured or 
unstructured data and then gathering, sorting, 
processing and analysing it for potentially 
useful information. The concept of Big Data 
first emerged in 2010/2011 and was driven by 
the idea that greater computing power could 
be utilised to gather and process data to test 
the validity hypotheses that were previously 
determined largely by human judgment or 
intuition. To achieve the promise of Big Data, 
varying streams of data coming from varying 
sources and intervals will need to be integrated 
and organised into coherent pieces to be 
analysed for useful information.

INTERNET OF THINGS (IoT) 

The devices that are commonly understood to 
interact with and through the internet include 
computers, smartphones and tablets. More 
recently, devices such as smart watches, various 
fitness monitors and action cameras have been 
added. The concept of IoT is that eventually 
any (and potentially ‘all’) devices/tools can be 
enabled through sensors and connectors to 
connect with and interact over the internet, often 
without direct human input.

An IoT-enabled world would increase the 
volume and frequency of data generated as 
humans no longer need to initiate the data 
transmission. The gradual proliferation of IoT 
is enabling the development of “Smart Cities”, 
which according to the Smart Cities Council, use 
“information and communication technology 
(ICT) to enhance livability, workability, and 
sustainability”. For example, traffic lights within 
a city can be synchronised to improve traffic flow 
and reduce congestion.



5 TB per day
(0.1% transmitted)

SMART
HOSPITAL

70 GB per day
(0.1% transmitted)

SMART CAR

40 TB per day
(0.1% transmitted)

CONNECTED
PLANE

275 GB per day
(1% transmitted)

INTELLIGENT
BUILDING

1 PB per day
(0.2% transmitted)

CONNECTED
FACTORY

5 GB per day
(1% transmitted)

SMART GRID

WHAT MAKES A SMART CITY?  
MULTIPLE APPLICATIONS CREATE BIG DATA
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Source: Cisco Global Cloud Index, 2015-2020.
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INDUSTRY 4.0
Industry 4.0 (I4) is a recently coined term referring 
to a fourth Industrial Revolution characterised 
by a digitally interconnected, increasingly 
automated manufacturing process and supply 
chain. I4 incorporates some concepts already 
discussed above such as Big Data and IoT but 
also more broadly includes other technology 
such as 3D printing, autonomous vehicles and 
automated logistics facilities.  

The heart of I4 is digitalisation and collaboration, 
where everything from company operations to 
product design to interaction with customers is 
interconnected. The digitalisation of company 
operations will allow for a leaner supply chain 
where all the components of the supply chain 
share data in real time. The digitalisation 
of product design will allow for predictive 
maintenance procedures (products out in use will 
be connected to detect any upcoming failures) 
and iterative production cycles (feedback from 
current models sold to customers can be improved 
upon immediately on the production line). 

The automation of the supply chain, especially 
the gradual automation of last mile logistics, 
will have profound effects on the transport 
and retail industries. The data usage and 
interconnectedness of Industry 4.0 will increase 
the customisation of products and reduce the 
length of the production cycle.

Big Data, IoT and I4 are all trends that will 
increase demand for computing power, and 
thus data centres, on an exponential rather than 
linear scale. 



Lorem ipsum

501
2017

341
2007

662
2017

387
2007

1813
2017

505
2007

13.6%
CAGR IN APAC

ASIA PACIFICEUROPEAMERICAS
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DEMAND DRIVERS 
The number of internet users in Asia Pacific (505 million in 2007) has grown 
dramatically over the past decade from 30% to 50% larger than Americas 

(387 million) and Europe (341 million) to 1.6x greater than both of these 
regions combined. As of 2017, there were an estimated 1.8 billion internet 
users in Asia Pacific, according to the International Telecommunication 
Union (ITU). Data centres in Asia Pacific are essential to improving the 
consumer experience in terms of quicker internet speed and reduced latency.

Source: International Telecommunication Union (ITU), 2017.

INTERNET USERS HAVE INCREASED DRAMATICALLY, ESPECIALLY IN ASIA PACIFIC
INDIVIDUALS USING THE INTERNET  (MILLIONS)



22,846

4,1906,397

MOBILE DATA 
TRAFFIC IN 2016

MOBILE DATA
TRAFFIC IN 2021

3,109
7361,411

7.3 X

WESTERN EUROPE ASIA PACIFICNORTH AMERICA

5.7 X4.5 X
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Mobile phones, particularly smartphones, 
are already commonplace in Asia Pacific 
as intense competition pushes down prices 
for handsets and data plans. By 2021, 
Cisco expects Asia Pacific will use twice as 
much mobile data per month than North 
America and Western Europe combined. 
The spread of internet-enabled devices 
has and will continue to increase demand 
for data centres in this region.

APAC WILL USE TWICE AS MUCH MOBILE DATA THAN NORTH 
AMERICA AND WESTERN EUROPE COMBINED BY 2021

MOBILE DATA 
TRAFFIC IN 2016 

MOBILE DATA 
TRAFFIC IN 2021

Source: Cisco Visual Networking Index: 
Global Mobile Data Traffic Forecast Update, 2016-2021.

Unit: Petabytes per month



31.4%
10.1%

8.4%

6.1%

SOUTH KOREA

24.7%

11.1%

11.1%

CHINA

HONG KONG

JAPAN

AUSTRALIA

SINGAPORE

INDIA

17.2%
ASIA PACIFIC
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Online retailing, driven by increased internet 
users and mobile phone penetration, has grown 
from 3.2% of total retail sales in Asia Pacific in 
2011 to 11.3% in 2016.  This figure is forecast 
to further grow to 17.2% of total retail sales in 
Asia Pacific by 2021, according to Euromonitor 
International.  In 2016, South Korea and China 
had the highest e-commerce penetration in the 
region with 18.4% and 17.1% respectively. These 
two countries will continue to lead the region 
going forward with South Korea reaching 31% 
and China 25% in 2021.  

India is also growing rapidly. In 2011, 
e-commerce penetration was 0.6% but grew 
to 4.1% in 2016. By 2021, Euromonitor 
International forecast Indian e-commerce will 
be on par with developed markets in the region 
such as Australia, reaching 11.1% penetration. 
The massive potential in the Indian market is 
mainly due to the large population, coupled 
with lag of digital penetration which is 
improving exponentially. 

As Asia Pacific consumers spend more time 
shopping online, the need for robust data centre 
services will continue to increase.

STRUCTURAL E-COMMERCE BOOM CONTINUES
INTERNET RETAILING AS PERCENTAGE OF TOTAL RETAIL VALUE EXCL. SALES TAX 
(USD, CURRENT PRICES)

Source: Euromonitor International, July 2017.

2011 2016 2021F



2015 2016 2017 2018 2019 2020

21.5%
25.5%

30%
34%

40%

46%
WESTERN EUROPE
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According to a survey conducted by 
BroadGroup Consulting in 2013, only 12.1% of 
Asia Pacific-based corporates outsourced their 
data centres. However, BroadGroup estimates 
this proportion has doubled to just under 25% 
over the past four years, a figure slightly behind 
that of Western Europe. BroadGroup projects 
that the proportion of companies outsourcing 
their data centres will double in both Asia Pacific 
and Western Europe between 2015 and 2020. 

Globally, around 60% of companies still in-
source their data centre needs. However, this is 
projected to fall to nearer 50% by the end of 
the decade. CBRE Research believes that it is 
crucial for companies to outsource IT and data 
centre services if they are to keep pace with a 
rapidly changing market.

Source: BroadGroup Consulting

GROWING TREND OF OUTSOURCING DATA CENTRES
PROPORTION OF DATA CENTRES OUTSOURCED (BY CORPORATE)



Traditional Data Centre Cloud Data Centre

827 3,851
20152015

2020

1,279
Exabyte per year 

908
Exabyte per year 

APAC

14,076
Exabyte per year 

Globally

3,469
Exabyte per year 

APAC

GloballyGlobally

Globally
2020

3.7 X1.5 X 3.8 X
Exabyte per year Exabyte per year
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Cloud computing has grown significantly in 
recent years as retail users and companies 
generate ever larger amounts of data that need 
to be efficiently processed. This has driven the 
transfer of IT infrastructure and technology 
from dedicated equipment and servers into 
cloud architecture. Cisco Systems projects 
that cloud traffic in Asia Pacific will expand at 
a compound annual growth rate of 31% from 
2015 to 2020. However, cloud storage will not 
be a suitable “one-stop-shop” for all enterprise 
demand, due predominantly to enterprise’s 
regulatory landscape, and internal compliance 
procedures; with the financial services sector 
being the most affected.

Source: Cisco Global Cloud Index, 2015-2020.

GLOBAL DATA CENTRE TRAFFIC
APAC ESTIMATED TO EXPERIENCE 31% CAGR DATA CENTRE IP TRAFFIC, 2015-2020 
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Demand for data centres in Asia Pacific is robust 
and is projected to increase for the foreseeable 
future. However, the regional data centre market 
still has room for further development in terms 
of quality and capacity, especially in comparison 
to the U.S. and Europe. In Asia Pacific, average 
data centre supply in the four gateway cities is 
212.6 MW compared with 253.4 MW in the 
U.S.7 and 249 MW in Europe8. 

Data centres in Asia Pacific are mainly used for 
local consumption, due primarily to latency issues 
coupled with the vast distance between regional 
hubs and markets. However, several tier I cities 
in Asia Pacific are developing a reputation as 
regional suppliers of data centre capacity due to 
their strategic location and expertise. Although 

the bulk of data centre capacity is still being 
used domestically, the proportion of capacity 
used to serve regional locations is expected to 
increase in the coming years. (Here, CBRE defines 
APAC tier I data centre markets as Singapore, 
Tokyo, Hong Kong and Sydney.)

CBRE Research believes that Hong Kong, with its 
close proximity to Mainland China, and Singapore, 
which serves as a gateway to South East Asia, both 
have the potential to develop into regional data 
centre markets serving neighbouring countries. 
Tokyo has the potential to grow into a data centre 
market similar to North Virginia in the U.S., which 
is a preferred location for government institutions, 
particularly as adoption among large Japanese 
conglomerates increases. 

6 APAC tier I data centre markets refers to Singapore, Tokyo, Hong Kong and Sydney.
7 U.S. tier I data centre markets refers to North Virginia, Dallas/Fort Worth, Chicago, Silicon Valley and New York/New Jersey.
8 EMEA tier I data centre markets refers to London, Amsterdam, Frankfurt and Paris.
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US Average 253.4 MW EMEA Average 249.0 MW APAC Average 212.6 MW

34%
290 MW

42%
423 MW

44%
557 MW

16%
208 MW

15%
192 MW

12%
155 MW

12%
155 MW

21%
213 MW

21%
212 MW

15%
148 MW

26%
221 MW

22%
188 MW

18%
151 MW

LONDON

NEW YORK/ NEW JERSEY

CHICAGO

SILICON VALLEY

DALLS/ FORT WORTH

NORTHERN VIRGINIA

PARIS

AMSTERDAM

FRANKFURT

SYDNEY

TOKYO

HONG KONG

SINGAPORE

APAC MARKETS RELATIVELY UNDERSUPPLIED
DATA CENTRE CAPACITY (CO-LOCATION), Q1 2017

Notes: 
APAC & EMEA: Includes total wholesale & retail capacity in Q1 2017.
U.S.: Includes wholesale capacity only as of Q4 2016
Source: CBRE Data Centre Solutions, Q1 2017.
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1,110 MW TO 2,220 MW 
NEW HYPERSCALE 
CLOUD SUPPLY BETWEEN 
2017 TILL 2020  

Potential expansion or new 
players entering the market
• Hyperscale cloud providers
• Chinese technology companies
• International technology companies 
• Chinese telecom companies 

9 To be a hyperscale cloud operator, a company must meet certain criteria defined in 
terms of annual revenue. This includes a total of more than US$1 billion generated 
from infrastructure as a service (IaaS), platform as a service (PaaS), or infrastructure 
hosting services, more than US$2 billion from software as a service (SaaS), more 
than US$4 billion generated from Internet, search and social networking and more 
than US$8 billion generated from e-commerce/payment processing.   
(Source: Cisco Global Cloud Index, 2015-2020.)

10 By 2020, these hyperscale cloud operators will represent 47% of all installed data 
centre servers worldwide. Seven of these companies are headquartered outside the 
U.S. where their data centre footprint is more geographically diverse.  
(Source: Cisco Global Cloud Index, 2015-2020.)

11 Given the current buildout trends of data centres across Asia Pacific, the majority of 
new facilities are being constructed at 15-30MW of IT load.   
(Source: CBRE Data Centre Solutions)

12 Assumes that the average GFA for new data centres is 450,000 sq. ft.  
(Source: CBRE Data Centre Solutions)

13  The current pipeline in APAC Tier-I data centre markets totals 334.1 MW   
(Source: CBRE Data Centre Solutions)

140 MW POTENTIAL 
DEMAND IN 
ASIA PACIFIC TIER I 
DATA CENTRE MARKET
Data centre capacity in Asia Pacific currently 
stands at 27 MW per million of the urban 
population. This number is far lower than Europe’s 
56.1 MW per million of urban population. This 
is mainly because the Asian region is still in a 
relatively early stage of development. 
 
In order to achieve parity with Europe on a per 
capita basis, CBRE Research estimates the four 
gateway cities in  Asia Pacific could easily absorb 
an additional 140 MW of new supply, equivalent 
to an 16% increase in current supply. This would 
equate to additional demand of 5 to 9 new data 
centre facilities in tier I cities or 2 to 4 million sq. 
ft. of data centre space.

MARKET NUMBER OF DATA CENTRES MW (ESTIMATED) COMPLETION YEAR

SINGAPORE 5 92 2016

HONG KONG 3 87 2016/17

SYDNEY 2 100 2017/18

TOKYO 1 39 2018/19

According to Cisco GCI, there were a total of 
86 data centres operated by 24 hyperscale 
operators9 10 across Asia Pacific as of the end of 
2016. This number will grow to 160 by the end of 
2020. CBRE Research estimates there will be a 
total of 1,110 MW to 2,220 MW11 of new supply 
across Asia Pacific between 2017 to 2020. 

CBRE Research projects that a total of 34 million 
sq. ft.12 will be needed to accommodate this 
additional supply. More than two-thirds of new 
data centre supply13 will be constructed outside 
tier I data centre markets over the next four years, 
with the majority situated in China and India.

Source: CBRE Research, September 2017.

These companies require a minimum of two 
locations within a market with the usual design 
for a mature market being three locations; ideally 
with the in-built capacity for phased expansion 
to account for future demand. As a typical single 
development site would ideally deliver, at full 
utilisation, in excess of 500,000 sq. ft. GFA this 
is creating a significant demand upon industrial 
development land across the region.

Figure 3: Selected new supply
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07
DATA CENTRE 

REVENUE 
FORECAST

Frost & Sullivan estimate that Asia Pacific data 
centre revenue will double to US$ 32 billion by 
2022 from US$ 16 billion in 2017. The market 
is expected to record compound annual growth 
of 14.7% from 2014 to 2022. 

While both co-location and managed hosting 
are forecast to grow at a double digit rate, 
Frost & Sullivan expect that managed hosting 
will grow at a faster rate, indicating a greater 
relative demand for more value added cloud 
and other services, rather than the pure rental of 
data centre space. 

APAC DATA CENTRE REVENUE 
FORECAST WILL DOUBLE TO 
US$ 32 BILLION BY 2022

Source: Frost & Sullivan.
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08
GROWING 
INVESTOR 
INTEREST

INVESTMENT MARKET

The Asia Pacific data centre market is in its 
relative infancy, compared with the U.S. and 
European markets. Ownership is dominated 
by corporate owner occupiers and colocation 
owner operators. Institutional investment in 
this sector is predominately indirect, with only 
a handful of APAC based fund managers 
investing directly in “hard assets”, most 
notably shell and core with leases in place to 
operators.  Selected listed and unlisted funds 
have dedicated mandates in this sector, which 
includes partnerships with operators.   

Data centre investment provides an attractive 
diversification potential as it is not as dependent 
on the general economy cycle as traditional 
real estate asset classes. This asset class is 
increasingly drawing interest from the investment 
market, particularly when considering the growth 
potential in the sector, and at an asset level, the 
ability of certain operators (depending on the 
business model) to secure long term contracts 
with incremental increase and the general 
“stickiness” of occupiers.      

Investor interest in data centres has grown 
significantly in recent years. CBRE’s 2017 Asia 
Pacific Investor Intentions Survey found that 5% 
of investors surveyed had already invested in data 
centres while an additional 8% were interested in 
the sector.
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13.2% OF ASIA PACIFIC INVESTORS HAVE ALREADY INVESTED OR 
ARE CONSIDERING INVESTING IN DATA CENTRES

INVESTMENT CHALLENGES

Factors such as high capital expenditure and 
operational complexity has generally limited 
direct investment predominantly to owner 
occupiers and experienced owner operators. Real 
estate (land and buildings) represents a relatively 
low percentage of overall investment value and 
accordingly, investment pricing needs to factor 
in business/operational risk. An investment 
environment which is characterised by limited 
asset transactions, coupled with market opacity 
makes appraisal and decision making difficult 
for investors, highlighting the need for specific 
expertise to support demanding due diligence. 

INVESTMENT OPPORTUNITIES  

Due to the relative infancy of the investment 
market in Asia Pacific and the challenges faced 
by investors, opportunities are mostly confined 
to indirect investment via REITs or dedicated 
investment platforms, of which there are few.  
Whilst the market is in maturation phase, 
private equity capital currently features in 
startup operator platforms. However, substantial 
investment activity is mostly associated with 
M&A activity as operators seek accelerated 
expansion to capture customer pipeline growth.  

Unsurprisingly, there is a noticeable spread 
in yields for direct assets and yields for both 
listed vehicles and M&A deals as investors and 
operators alike price in future organic and 
expansionary growth opportunities.       

Going forward, we expect to see further market 
expansion and consolidation by operators in the 
short to medium term. As the market matures, 
this will likely be followed by the monetisation 
of assets as equity investors exit their positions 
and direct investors seek stable and scalable 
investment opportunities.

Source: CBRE Asia Pacific Investor Intentions Survey 2017.

Already invested and actively 
pursuing further exposure

Not invested, but actively 
looking for exposure
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09
RENTAL RATES

Due to increased competition, the passing 
through of cost savings achieved through design 
efficiency and the growth of the hyperscale cloud 
sector colocation rental rates have generally 
fallen globally over the past two to three years 
and Asia Pacific is no exception.

Rents charged by Asia Pacific data centre 
operators are an average of 20% to 40% higher 
than those in the U.S.15. The price premium is 
mainly due to the fact that data centres in Asia 
Pacific still lag behind the U.S. in terms of supply 
and development.

CBRE Research's view is that the decline in rental 
levels should be viewed as a correction of the 
market in Asia Pacific to a rate more consistent 
with other global markets, reflective of data 
centres as a global asset class; of which the 
majority of the investment is in the mechanical 
and electrical infrastructure which has a 
consistent global cost, as opposed to real estate, 
which is subject to more regional variations. 

Rents in tier I Asia Pacific markets declined by 
8.8% y-o-y in 201616  due to the completion of 
new supply. Although there is still room for an 
additional decline, CBRE Research expects that 
any further decrease in co-location rents will be 
limited. This is due to the fact that the region is 
still undersupplied, with rents in Tokyo actually 
increasing by 5% y-o-y in 2016 due to the 
shortage of supply. That said, it is too early to say 
with certainty that the market has bottomed out. 

Rents in tier II and developing Asia Pacific 
markets tend to be more volatile than in tier 
I markets with significant variations in price 
between individual markets and individual 
operators within those markets not uncommon. 
This is due to developing markets having far 
less competition and supply when compared to 
developed markets equating to pricing volatility 
caused, predominantly, by the dominance of an 
operator or facility and the supply cycle.

15 The broad range for U.S. wholesale pricing has consistently stood between 
US$125-US$145/kw/month. The Q4 2016 Wholesale price for New York/New 
Jersey was in the range of US$135-US$150/kw/month.    
(Source: CBRE Data Centre Solutions)

16 Prices refer to the wholesale rental rate. It is the cost you need to pay for using 1 
kW of IT capacity per month. The calculations only include data centre operators 
with a capacity larger than 500kW.     
(Source: CBRE Data Centre Solutions)
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APAC OPERATORS CHARGING 20% TO 40% HIGHER THAN THE U.S. 
ASIA PACIFIC CO-LOCATION PRICING (500KW SIZE)

Source: CBRE Data Centre Solutions, 2017.
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10
RISKS & 

CHALLENGES

TECHNOLOGICAL 
CHANGE AND 
OBSOLESCENCE

As newer technology becomes available, older 
data centres may not have adequate loading, 
power, and cooling capacity to handle such 
advancements. Most data centres have a shelf-
life of 10 to 15 years as the average lifespan of the 
majority of mechanical and electrical equipment 
is also within that range. More importantly, 
data centre design has changed significantly 
over the past five years, with new data centres 
featuring increased slab heights, of five metres 
and above, higher power density and greater 
loading capacity required, among others. As 
a result, a new wave of construction may be 
needed to handle the new hardware (cloud 
architecture) and energy efficiency techniques. 
This may exacerbate the undersupply of data 
centres as older stock is demolished and taken 
out of the supply pool.

LATENCY

Servicing Asia Pacific from a single country 
means latency times will be greater due to 
lesser network capacity. With the huge volume 

of data being generated and analysed, there is 
an urgent need for data centres to be located 
in relatively close proximity to end users (both 
enterprise and public). The sheer size of the 
region and its numerous national borders means 
that it is not possible, for example, to locate data 
centres in markets such as Australia, where land 
is relatively cheaper and more readily available, 
to service Singapore. CBRE Research therefore 
expects to see the emergence of a new wave of 
demand for data centres located relatively close 
to population centres. 

DATA SOVEREIGNTY

Political geography is a key challenge in Asia 
Pacific. Each country in the region has its own 
laws and regulations which must be complied 
with in order for a business to operate in that 
country. This is less of an issue when operating in 
a single large country like the U.S. or one within 
a region where many countries have agreed to 
common rules and standards, such as Europe. 
Only time will tell whether countries in Asia 
Pacific will reach a similar arrangement as in 
Europe for data centres or other purposes. Until 
then, data sovereignty issues will remain in play, 
and operational or economic efficiency will be 
of secondary importance to legal compliance.



Increasing regulatory 
requirements, 
enforcement and 
export restrictions
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Source: Hogan Lovells, CBRE Research

17 https://www.oaic.gov.au/about-us/who-we-are/history-of-the-privacy-act

ASIA PACIFIC DATA PROTECTION REGULATORY 
HEAT MAP

This map compares various regimes in Asia Pacific by grading jurisdictions 
against four criteria: 

1. data management requirements;
2. data export controls; 
3. direct marketing regulation; and 
4. the aggressiveness of the enforcement environment.

Source: Hogan Lovells

COUNTRIES DATA EXPORT CONTROLS REGULATION / RECENT KEY DEVELOPMENTS YEAR

INDONESIA
Data localisation

(Predominantly affect financial 
service sector)

• Law No. 11 of 2008 (amendment in 2016) - concerning 
electronic information and transactions

• Government Regulation No. 82 (amendment on 2012) – 
Provision of Systems and Electronic Transactions 

2012, 2016

CHINA Sector specific data localisation Cyber Security Law Nov 2016

JAPAN Strong Act on the Protection of Personal Information (APPI) 2003

SOUTH KOREA Strong
Personal Information Protection Act 
IT Network Act

2011

AUSTRALIA Strong

Privacy Act 198817 
• Privacy Amendment (Private Sector) Act 2000 – extended 

coverage to private sector organizations
• Privacy Amendment (Enhancing Privacy Protection) Act 2012

1998
(Several 

Amendments)

SINGAPORE Strong Personal Data Protection Act (PDPA) 2014

THAILAND No controls Data protection bill (draft) Jan 2015

Figure 4: Asia Pacific data export controls



SINGAPORE HONG KONG SYDNEY TOKYO

STRATEGIC LOCATION

Ability to service other markets
Proximity to large market
Enterprise hubs
Proximity to international sub-sea cable network

INFRASTRUCTURE

Stable power supply and high connectivity
Politically stable 
Ease of doing business 
Low barrier for foreign entry

GOVERNMENT SUPPORT

Smart City and Tech initiatives
Tax incentives and grants 
Government land made available for data centres 

OTHER FACTORS

Multinationals setting up regional headquarters/
offices
Demand from companies switching from obsolete 
data centres
Potential demand from corporate outsourcing their 
data centre
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11
ASIA PACIFIC 

RATING 
MATRIX & NEW 

OPPORTUNITIES

Figure 5: Asia Pacific tier I markets – rating matrix

Source: CBRE Research, September 2017. Excellent Good Adequate



NEW OPPORTUNITIES: EXPANSION TO OTHER DEVELOPING 
ASIAN COUNTRIES 

DRIVERS DETAILS

LARGE
POPULATION

Robust consumer data usage

Robust IT services economy

Fourth most populous country with a robust 
industry and service sector 

RAPID ECONOMIC
EXPANSION

Rapidly developing software outsourcing sector

Popular BPO destination

Young and sizeable population base

GOVERNMENT
SUPPORT

Data Centre Task Force (DCTF): tasked with 
providing information, operational requirements, 
and contacts with potential investors
Stable infrastructure, and low labour costs

Figure 6: Drivers for other developing Asian countries
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Source: CBRE Research, September 2017.



12
COUNTRY 

SPOTLIGHT:
INDIA
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With over 60% of the world’s population, Asia 
is riding the technology wave. Regardless of 
whether referring to smart phone adoption, the 
growth of 4G and 5G infrastructure, the rise 
in mobile data traffic or a burgeoning middle 
class adopting to e-commerce, there is still 
tremendous growth potential in many parts 
of Asia. Asian lifestyles are changing quickly 
with more people now connected throughout 
the region every day. Mobile penetration is 
expected to exceed 66% by 2020 for the region 
as a whole.

Within the region, there have been marked 
differences in the way the data centre industry 
has evolved over the course of the digital 
evolution. However growth is a current theme 
across most markets. Mature data centre 
markets, such as Japan, Hong Kong Singapore 
and Australia, mature technology markets, such 
as South Korea and Taiwan, and emerging data 
centre markets such as China, India, Vietnam 
and Indonesia all have promising growth 
prospects in the years ahead.

India is perhaps one of the brightest growth 
market in the region. According to Google’s 
Big Data trends, every three seconds one Indian 
connects to the Internet for the first time. This 
translates into about 30,000 new users daily. 
With a growing population, India is expected to 
match and then surpass China’s population in 
less than six years. 

Internet penetration in urban India stands at 
around 60% today, but there are a potential 750 
million users in rural India – which represents a 
tremendous untapped opportunity ahead. 

India is a mobile-first market, with an estimated 
70% of online sales happening on smartphones 
alone. In January 2016, India’s mobile phone 
subscriber base crossed the 1 billion mark. 
Though many of these users are currently on 
feature phones, a large number are expected to 
migrate to smartphones over the coming years. 
The number of mobile internet users is estimated 
to have already reached 420 million in June 
2017 according to the Internet and Mobile 
Association of India and market research firm 
IMRB International.

India’s IT industry has been one of the main 
contributors to the country’s GDP over the last 
decade but currently faces a challenge of sourcing 
adequate labour with the right talent and skill 
sets. Other sectors will face similar challenges. 

The public sector is giving digital technology 
a huge push. The Indian government’s “Digital 
India Program” - a flagship programme 
launched in 2015 - articulates a vision of 
transforming India into a digitally empowered 
society and knowledge economy. Its aim is to 
use the potential of digital technology to address 
some significant socio-economic challenges of 
the country.
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