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Greater Seoul is expected to dominate  
data center demand and supply

GRAPH 1: Deployment Structure of Data Centers by Global Cloud Service 
Providers (CSPs) 

Source Amazon Web Services

DATA CENTER MARKET
Data centers vary in size from small-
scale facilities with a few dozen racks 
to hyperscale centers with thousands of 
racks. They are also categorized by user 
type and operational purpose: Enterprise 
(self-use), Colocation (commercial), Cloud, 
and AI-specialized centers. Enterprise 
data centers are privately developed and 
operated by corporations for internal use. In 
contrast, Colocation and Cloud facilities are 
commercially operated, typically by landlords 
who lease space to one or multiple tenants. 
AI-specialized centers, a rapidly emerging 
subcategory, are designed specifically to meet 
the high-density, GPU-based computing needs 
of artificial intelligence workloads. Since 
the pandemic, companies have increasingly 
shifted from in-house infrastructure to third-
party data centers, driven by the benefits of 
cost efficiency, regulatory compliance, and 
access to advanced technologies. Recently, 
rising demand for generative AI is driving 
increased interest in GPU-based, high-
performance AI data centers.

DEMAND
Demand for data centers in Korea is largely 
driven by cloud service providers (CSPs), 
particularly global players such as AWS, 
Microsoft Azure, and Google Cloud Platform 
(GCP). According to 2023 statistics from the 
Ministry of Science and ICT, around 70% of 
value-added telecom service providers1 —
including OTT, portal sites, and e-commerce 
platforms—utilize cloud services from these 
three major CSPs. Each CSP designates 
Regions2 at the metropolitan level. In Korea, 
these three global CSPs each operate a 
single region, all located within the Seoul 
Metropolitan Area (SMA).

Each region consists of multiple Availability 
Zones3, which are virtual groupings of data 
centers. The primary reason for having 
multiple availability zones is to ensure 
redundancy4, and maintain service continuity 
in the event of a failure. To balance resilience 
and performance, Availability Zones are 
typically situated within a 100-kilometer 
radius of one another to avoid latency issues. 
Likewise, individual data centers within a 
single Availability Zone are generally spaced 
8 to 20 kilometers apart to optimize latency 
while ensuring failover capacity.
1   Value-Added Telecom Service Provider: A company that 
leases network infrastructure from carriers to deliver 
enhanced services beyond basic connectivity.
2   Region: A geographical area, typically designated at a 
metropolitan level, consisting of two or more Availability 
Zones.
3   Availability Zone: A virtual grouping of data centers within 
a region, typically composed of two or more physical 
facilities.
4   Redundancy: The duplication of critical systems such as 
power, cooling, network and servers to ensure service 
continuity if one fails.
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GRAPH 2: Korea Data Center Stock by Power Capacity, 2020 to 2028F
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GRAPH 3: Power Capacity Supply by Owner Type for SMA Data Center, 2019 to 2028F
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Supported by long-term leases, 
strong demand fundamentals, and 
increasing interest from institutional 
investors the data center sector 
continues to strengthen its position as 
a resilient and attractive investment 
class within the commercial real 
estate market despite ongoing 
challenges related to power supply 
regulations, grid approvals, and 
community opposition.

Given the critical importance of proximity 
in between data centers, the SMA remains 
the dominant hub for data centers leased or 
developed by global CSPs. During the 2010s, 
many CSPs entered the Korean market by 
colocating within existing facilities operated 
by domestic telecom carriers in areas such 
as Mok-dong, Gasan, and Pyeongchon. Since 
the 2020s, however, surging cloud demand 
has led CSPs to seek new data centers built 
exclusively for commercial use, rather 
than internal operations, and located near 
existing Availability Zones. Unless there is 
a structural shift in data center deployment 
strategies, CSP demand is expected to 
remain heavily concentrated within the 
SMA—reinforcing its role as the core region 
for Korea’s cloud infrastructure.

The rise of generative AI has accelerated 
demand for high-performance computing 
infrastructure, boosting interest in AI-
optimized data centers. These facilities 
require significantly greater technical 
capacity than traditional centers, making 
them especially attractive to global CSPs 
and hyperscale users.

SUPPLY
As of December 2024, Korea’s total power 
capacity5 for data centers reached 1.9GW, 
reflecting a CAGR of 13.0%. This growth 
has been largely fueled by the increasing 
involvement of both institutional and 
global investors. Looking ahead, capacity is 
projected to rise to approximately 4.8 GW 
by 2028, representing a CAGR of 26.4%. The 
expansion is being driven by soaring data 
5   Total power capacity: The total electrical capacity 
allocated to a data center by the utility provider (e.g., KEPCO 
in Korea). All power capacities referenced in this report are 
based on the contracted supply with KEPCO (Korea Electric 
Power Corporation).

core asset class within the commercial real 
estate market and are expected to maintain 
this momentum. In line with this trend, the 
market share of new supply in the SMA by 
financial investors is projected to increase 
from approximately 23% in 2024 to around 
63% by 2028.

According to a survey conducted by 
Savills Korea in December 2024, roughly 
90% of Korea’s data centers are concentrated 
in the SMA, accounting for around 1.5 GW 
of total power capacity. More than 40 new 
facilities are expected to come online by 
2028, potentially expanding SMA capacity 
to approximately 4.1 GW. Key submarkets 
such as Sangam, Mok-dong, Guro, Gasan, 
Bundang/Pangyo, and Gwacheon/Anyang 
continue to attract interest due to their 
strong network infrastructure, strategic 
location within availability zones, and 
proximity to major clients.

Despite this momentum, several challenges 
remain. The enforcement of the Special Act 
on the Promotion of Distributed Energy in 
June 2024—particularly its requirement for 
power grid impact assessments—has made 
it increasingly difficult to secure both land 
and power capacity for new developments in 
the SMA. Furthermore, resident complaints 
driven by concerns over electromagnetic 
emissions and the visual impact of large-scale 
facilities have become a major hurdle, often 
delaying projects and posing a risk to future 
supply forecasts.

GRAPH 4: SMA Data Center Stock Ratio by Supplier Type, 2024 vs 2028F
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usage and continued capital inflow from both 
domestic and global institutional investors.

Prior to 2020, the market was 
predominantly led by IT companies, telecom 
carriers, and public institutions, which 
collectively accounted for 93% of total 
power capacity. In recent years, however, 
the market has diversified, with domestic 
asset managers, construction firms, and 
institutional investors increasingly entering 
the data center market. Notably, global 
operators such as ACTIS, Digital Realty, and 
Equinix are leading hyperscale developments 
in key areas including Incheon, Ansan, and 
Yongin. Data centers have emerged as a 
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OUTLOOK
Korea’s data center market is experiencing 
rapid growth, fueled by rising digital demand 
and increased investment from global CSPs 
and institutional investors. By 2028, the 
country’s total power capacity is projected to 
grow approximately 2.5 times, with the bulk 
of new supply concentrated in the SMA.

However, key development challenges 
persist such as government's regulatory 
restrictions, low community receptiveness, 
difficulty in securing optimal sites, as well as 
power supply shortages in the SMA and are 
likely to delay project timelines and limit the 
scalability for future expansion.

Despite these challenges, investment 
sentiment from global CSPs and financial 
investors is likely to remain strong. This 
robust sentiment can be exemplified through 
the acquisition of the Hanam IDC by the 
Macquarie Infrastructure fund in August 
2024, at a capitalization rate in the low to mid 
5% range. As transaction volume increases 
and more market participants enter the space, 
data centers are expected to further establish 
themselves as a resilient and attractive asset 
class within the commercial real estate market.

GRAPH 5: Data Center Power Capacity Stock – Seoul Metropolitan Area, 2019 to 2028F
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