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From real estate to strategic asset:  
The data centre transformation

GRAPH 2: Estimated Global Data Centre Capacity Demand, 2025 to 2030

Source McKinsey & Company
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ARTIFICIAL INTELLIGENCE (AI) 
DRIVING INTEREST IN IDCS
AI has become the defining force reshaping 
global data centre development. Generative 
models demand far higher computational 
density, cooling capacity and energy input 
than traditional workloads, altering both the 
economics and engineering of modern IDCs. 
McKinsey analysis reveals that global capex 
is projected to exceed US$1.7 trillion by 2030, 
with AI workloads driving the majority of new 
capacity additions, leading to unprecedented 
levels of global investment in the sector.

Investors are now prioritising technical 
capability over traditional real estate 

attributes—power availability, liquid cooling 
readiness, energy efficiency and access to 
low-carbon energy. In practice, data centres 
are increasingly viewed as specialised 
“compute factories” where value derives from 
supporting next-generation AI rather than 
conventional occupancy metrics.

These global dynamics form the backdrop 
for China’s policy-led, strategically 
coordinated expansion.

CHINA MARKET OVERVIEW
There is no single authoritative benchmark 
for China’s data centre scale. Estimates 
vary widely because the industry is shifting 

from legacy telecom facilities to modern 
hyperscale and carrier-neutral IDCs. Different 
organisations measure capacity by IT load 
(GW), floorspace, rack counts or chipset 
density, producing differing totals. As compute 
density rises, floorspace alone provides 
diminishing insight into true capability.

Transparency remains uneven, 
and international consultancies may 
underrepresent domestic IDC stock. Figures 
from KZ Consulting, DC Byte and others 
should therefore be read as directional rather 
than definitive.

Even so, the broader structure and 
trajectory are clear.

As of 2024, China hosted more than 2,150 
data centres with 13.7 GW of IT load, with 
the top ten operators accounting for 63% 
of supply. The market is moving from rapid 
build-out to more disciplined, demand-
aligned growth.

Demand remains robust:
• �Cloud service and AI companies are the 

leading drivers of data centre demand. 
Their operations require extensive storage 
and computing resources, and recent 
advancements in AI have considerably 
increased this demand, reinforcing their 
dependence on data centres.

• �Government and enterprise users provide 
steady, compliance-driven demand 
anchored in data sovereignty requirements.

Supply is undergoing managed rebalancing:
• �Eastern Tier-1 hubs concentrate high-

power, low-latency facilities dominated by 
wholesale colocation.

• �Western provinces host large, renewable-
powered campuses, though utilisation is 
constrained by local demand and latency 
patterns.

This shift underpins the sector’s transition 
from property-led growth to strategically 
coordinated digital infrastructure.

MARKET MATURATION: FROM REAL 
ESTATE TO INSTITUTIONAL ASSET 
CLASS
AI-driven optimism has elevated global 
interest in data centres, but executing 
investments in China remains highly 
complex. Attractive yields coexist with 
stringent regulations governing ownership, 
operations, cybersecurity and data handling. 
These constraints shape who can participate 
and how assets can be structured.

GRAPH 1: Data Center Installed Capacity, 2020 to 2030E

Source International Energy Agency (IEA)
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China’s data centre market has 
evolved beyond traditional 
infrastructure into a strategic asset 
class integrating AI compute, green 
energy and digital sovereignty. 
Propelled by ‘Eastern Data, Western 
Computing’, advanced infrastructure 
innovation and REITs-enabled 
securitisation, the sector is entering 
a new era of high-quality, compliant 
and resilient growth.

Underwriting risk is also materially more 
complicated than in traditional real estate. 
Forecasting supply now requires anticipating 
rapid shifts in chips, cooling systems, power 
density and workload distribution. Efficiency 
gains can shorten a facility’s economic life, 
creating technology obsolescence risk.

Demand projections carry uncertainty too. 
AI adoption may be exponential—or more 
gradual. Model architectures might become 
more compute-efficient. Experimental 
technologies, including subsea or deep-sea 
cooling and even early off-planet trials, add 
long-term unpredictability.

Despite these challenges, the sector is 
maturing rapidly. China’s data centres now 
operate as core digital infrastructure with 
long leases, stable cash flows and defensive 
qualities attractive to institutional capital. A 
milestone was the 2025 sale of Chindata by 
Bain Capital to a domestic consortium for 
US$4 billion—reinforcing the shift toward 
domestic institutional control.

Valuations increasingly hinge on technical 
performance—liquid cooling capability, 
PUE below 1.25, green-power access and 
hyperscaler tenancy—cementing IDCs as 
AI infrastructure rather than conventional 
real estate. China’s expanding infrastructure 
REITs programme strengthens transparency, 
liquidity and exit pathways.

STRUCTURAL CHALLENGES
Momentum is strong, but several constraints 
may affect long-term sustainability.

Energy constraints remain the most 
significant barrier. Intermittent renewables, 
limited green-power trading mechanisms 
and constrained clean-energy access in 
eastern hubs create operational uncertainty. 

CHINA’S STRATEGIC STRENGTHS
China’s digital infrastructure expansion rests 
on three structural advantages: scale, energy 
availability and coordinated national strategy.

1. � Massive domestic demand 
With over one billion internet users and 
rapid uptake of AI-native applications, 
domestic compute demand is deep and 
resilient. Government digitalisation 
programmes—public service cloudification, 
localisation mandates and sector-specific 
platforms—add further momentum.

2. High energy self-sufficiency
China generates more electricity than the 
US, EU and India combined, with energy 
independence exceeding 80%. Its power 
mix—coal, hydro, nuclear and fast-growing 
renewables—provides stability and reduces 
exposure to global energy volatility. This 
underpins long-term confidence in the 
availability of power for IDCs.

3. Coordinated national strategy
“Eastern Data, Western Computing” 
allocates latency-sensitive workloads 
to eastern hubs and latency-tolerant 
workloads to renewable-rich western 
regions. Complementary measures—
such as restrictions on foreign chips, 
incentives for domestic semiconductor 
use, expanded renewable investment and 
UHV transmission—reinforce long-term 
computing sovereignty.

Together, these strengths allow China to 
scale digital infrastructure while retaining 
strategic control.

GRAPH 3: Total Global Private Investment in Data Centres, 2013 to 2024
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Tightened efficiency standards (e.g. PUE 
≤1.25) and the rollout of new indicators such 
as carbon usage effectiveness (CUE) are 
prompting rapid adoption of liquid cooling, 
AI-driven optimisation and integrated 
energy-storage systems.

Capital has become more selective.
Investors increasingly require full compliance 
with operational, environmental and 
regulatory benchmarks. This favours larger 
operators and accelerates consolidation of 
smaller, non-compliant firms.

These pressures highlight the need to 
balance capacity expansion with long-term 
resilience and sustainability.
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OUTLOOK
China’s data centre market is poised for 
robust growth as it benefits from strong 
domestic demand, coordinated government 
policies, and the accelerating adoption 
of AI. The sector is increasingly viewed 
as a strategic asset, vital for ensuring 
technological sovereignty and driving 
high-quality economic development. As data 
emerges as a fundamental production factor 
and computing power becomes essential, 
the focus shifts to sustainable growth that 
emphasizes scale, energy resilience, and 
technological adaptability. 

Despite challenges such as rapid 
technological changes, evolving regulations, 
and uncertainties in long-term demand 
forecasting, the market is adapting to these 
dynamics. Initiatives like the “Eastern Data, 
Western Computing” strategy are further 
enhancing the infrastructure landscape by 
optimizing resource allocation across regions. 
With ongoing policy support and a clear push 
towards integrating AI into various sectors, 
China’s data centre market is well-positioned 
to enter a new era characterized by resilience, 
strategic alignment, and sustainability, 
meeting the increasingly complex needs of 
businesses and consumers alike.

GRAPH 4: The Largest Electricity Producers in the World

Source Ember, Energy Institute
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