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EXECUTIVE SUMMARY
from Internet companies and application
developers, such as Ecommerce players,
multimedia content providers, digital
payment companies and location-based
service application developers.

In China, given the proliferation of the mobile
network, the Internet of Things (IoT), the
Cloud, mobile devices, Big Data, virtual
reality (VR), artificial intelligence (AI) and
other emerging technologies, the Internet
Data Centre (IDC) market in the country has
steadily grown over recent years. According
to the ‘2019-2020 China Internet Data Centre
Industry Development Research Report’
recently released by Kezhi Consulting, the
scale of China's IDC business market reached
RMB 156.25 billion in 2019, an increase of
27.2% year-on-year (y-o-y) – equating, in
total value terms, to a rise of RMB 30 billion
on 2018.

At the beginning of the COVID-19 outbreak
in China and during the home confinement
period, the Internet was used to a greater
degree than before. Millions of people in
the country worked from home, conducted
meetings, training sessions and webinars
online, ordered goods, products and services
online and in their leisure time, played online
games and/or watched films online. What’s
more, children were not able to physically
attend school, with the result that millions
of students were schooled online. All of
this activity generated a huge amount of
online traffic data and information, which
needed to be collected, processed, stored
and distributed. Subsequently, IDC data and
information collection, processing, storage
and distribution demand in China saw a surge
in recent weeks.

When considering hyperscale IDCs, (facilities
owned and operated by the companies they
support, which provide robust, scalable
applications and storage portfolio of services
to individuals or businesses), according to
Synergy Research Group, with a 10% share of
the number of these centres globally, China
currently ranks number two behind the U.S..
From a provincial perspective, according to
the Qianzhan Institute of Industrial Research,
in 2018, Guangdong had the highest share of
large-scale IDCs in China, commanding 20.8%
of the market. Guangdong was followed by
Shanghai and Beijing, which had total market
shares of 12.8 % and 9.6%, respectively in
2018. In all three locations, IDC rental prices
are also some of the highest in China.

Ahead, and spurred on by the impact of the
COVID-19 outbreak on the Internet activity
rate in China, as well as the accelerated
development of the Cloud, Big Data, the IoT,
VR, AI and the utilisation of 5G in the country
in the near future, there will be a greater
need for data and information processing
racks in IDCs in China. As the number of IDCs
in the country grow and the number of racks
increase, according to Kezhi Consulting, by
the end of 2022, the IDC market in China
is expected to reach a value in the order of
RMB 320 billion plus.

Tech giants clearly recognise the current
and future IDC market growth in China. IDC
rack space demand has been increasing
considerably in the country for some time
and it is the Cloud sector which is now
drawing much attention. Additionally,
much demand has also been generated

Finally, backed by China’s ‘new infrastructure’
investment plan and by the technology and
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the network infrastructure, future IDC market
demand in China is expected to grow. Much
of this future demand will be largely driven
by the infrastructure as a service (IaaS) Cloud
service market and by Internet companies
and application developers. Moving forward,
given the expected increase in volume of
received, processed and distributed data,
these groups will need even more robust
infrastructure support, data storage capacity
and data processing power. With this in mind,
as rack space capacity further expands, the
IDC industry in China looks set to benefit
from greater business opportunity volume in
the future.
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INTRODUCTION

The COVID-19 outbreak has been an
unprecedented event in China. Its impact
has been felt across geographies, society,
the economy and the property market
in the country. This report looks at data
centre properties in China and provides an
understanding of:
██
██
██

The development of the data centre
market in China;
How the COVID-19 outbreak has
impacted data centres in China, and;
Finally, an indication of ‘what’s next?’
for data centres in China.
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THE DATA CENTRE
MARKET IN CHINA –
DEVELOPMENT AND
TRENDS
reality (VR), artificial intelligence (AI) and
other emerging technologies, the IDC market
in the country has steadily grown over recent
years. According to the ‘2019-2020 China
Internet Data Centre Industry Development
Research Report’ recently released by Kezhi
Consulting, the scale of China's IDC business
market reached RMB 156.25 billion in 2019,
an increase of 27.2% year-on-year (y-o-y) –
equating, in total value terms, to a rise of
RMB 30 billion on 2018 (Figure 2).

Data centres, also referred to as Internet
Data Centres (IDCs), collect, store, process,
distribute and/or allow access to large
amounts of data. They provide important
services, such as data backup and data
recovery, data management and networking
(Figure 1).
In China, given the proliferation of the mobile
network, the Internet of Things (IoT), the
Cloud, mobile devices, Big Data, virtual

Figure 1:
Basic IDC functions and services
———————————————————————
Source: Cushman & Wakefield Research
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Services

• Data collection
• Data storage
• Data processing
• Data distribution
• Data accessibility

• Data backup
• Data recovery
• Data management
• Networking
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Figure 2:
China IDC market size (RMB billion) and
growth rate (%) (2014-2019)
———————————————————————

Source: Kezhi Consulting, Cushman & Wakefield
Research
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Looking at the market size on an actual China
IDC rack number basis, we can see from CCID
Consulting statistics that in 2016, the number
of racks in the country was 1.24 million. By
2019, this number rose to 2.27 million (Figure
3).

agglomerations of the Beijing-Tianjin-Hebei
area, the Yangtze River Delta area, and the
Greater Bay Area area) has seen much IDC
development, given its population density
and the advanced maturity of the IoT, the
Cloud and the mobile technology and
telecommunication network systems present
in the region. In fact, given these factors,
according to DBS and its 2018 ‘China Data
Centre Sector’ report, the IDC utilisation
rate at the time was as high as 80% plus
for established IDCs located in this region.
On the other hand, for some time, China’s
western region has been affected by its
remoteness, lower population density and
less advanced infrastructure.

Moreover, when considering hyperscale
IDCs, (facilities owned and operated by the
companies they support, which provide
robust, scalable applications and storage
portfolio of services to individuals or
businesses), according to Synergy Research
Group, with a 10% share of the number of
these centres globally, China currently ranks
number two behind the U.S. (Figure 4).
In terms of geographical development,
according to the annual ‘China IDC Industry
Development Research Report’ China’s
eastern region (especially in the urban
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Figure 3:
China IDC market size – Number of racks
(2016-2019)
———————————————————————

Source: CCID Consulting, Cushman & Wakefield
Research
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Figure 4:
Hyperscale IDCs: Country share (Q3 2019)
———————————————————————

Source: Synergy Research Group, Cushman &
Wakefield Research
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Figure 5:
Large-scale IDC distribution in China by
province (2018)
———————————————————————
Source: Qianzhan Institute of Industrial Research,
Cushman & Wakefield
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in evidence and good power resources on
tap, some of China’s northern and western
provinces, such as Inner Mongolia and
Guizhou provinces, are now seeing sizeable
growth in the number of new IDCs being
constructed and opened in their localities.

From a provincial perspective, according to
the Qianzhan Institute of Industrial Research,
in 2018, Guangdong had the highest share of
large-scale IDCs in China, commanding 20.8%
of the market. Guangdong was followed by
Shanghai and Beijing, which had total market
shares of 12.8 % and 9.6%, respectively in
2018. In all three locations, IDC rental prices
are also some of the highest in China (Figure
5).

The tech giants clearly recognise the current
and future IDC market growth in China. IDC
rack space demand has been increasing
considerably in the country for some time and
it is the Cloud sector which is now drawing
much attention. Cloud sector demand in
China is being driven by key infrastructure
as a service (IaaS) providers, and some of
the foremost companies involved in this
business offering include Aliyun, China
Telecom, Tencent Cloud and Jinshan Cloud.
Additionally, much demand has also been
generated from Internet companies and
application developers, such as Ecommerce
players, multimedia content providers, digital
payment companies and location-based
service application developers.

On the IDC service provider side, providers
are classified into two groups: telecom
operators, and carrier-neutral data centre
operators. According to DBS and its 2018
‘China Data Sector’ report, telecom operators
are the main participants in the IDC market in
the country, making up around a 50% share
of the market. According to the same report,
major telecom IDC operators include China
Telecom, China Unicom and China Mobile,
while major carrier-neutral IDC operators
include GDS, 21Vianet and Sinnet.
Other technology giants, such as Apple,
AWS, Microsoft, IBM, Tencent and Huawei
are also increasing their efforts to construct
and open IDCs. With mild climate conditions
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DATA CENTRES IN CHINA
– COVID-19 IMPACT
more, children were not able to physically
attend school, with the result that millions
of students were schooled online. All of
this activity generated a huge amount of
online traffic data and information, which
needed to be collected, processed, stored
and distributed. Subsequently, IDC data
and information collection, processing,
storage and distribution demand in China
saw a surge during this period of time
(Figure 6).

At the beginning of the COVID-19
outbreak in China and during the home
confinement period, the Internet was
used to a greater degree than before.
Millions of people in the country worked
from home, conducted meetings, training
sessions and webinars online, ordered
goods, products and services online and
in their leisure time, played online games
and/or watched films online. What’s

Figure 6:
IDC demand boomed during the COVID-19
outbreak
———————————————————————

Source: reportrc.com, Cushman & Wakefield
Research
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DATA CENTRES IN CHINA
– WHAT’S NEXT?

Ahead, and spurred on by the impact of the
COVID-19 outbreak on the Internet activity
rate in China, as well as the accelerated
development of the Cloud, Big Data, the IoT,
VR, AI and the utilisation of 5G in the country
in the near future, there will be a greater
need for data and information processing
racks in IDCs in China. As the number of IDCs
in the country grow and the number of racks
increase, according to Kezhi Consulting, by
the end of 2022, the IDC market in China
is expected to reach a value in the order of

RMB 320 billion plus (Figure 7).
Moving forward, as the IDC market in
China is expected to grow, both the
central government and many provincial
governments around the country have
released key development plans for the IDC
industry in the region. What’s more, both
telecom carriers and carrier-neutral IDC
operators also have plans for IDC portfolio
expansion in China. When considering this
expansion, it is fundamentally important for

Figure 7:
China IDC market size (RMB billion) and
growth rate (%) (2019-2022)
———————————————————————
Source: Kezhi Consulting, Cushman & Wakefield
Research
RMB Billion

Growth Rate

350

28.80%
26.90%

300

35%
30%

27.20%
25.30%

320.1

250
200

20%

248.57
195.8

150

25%

15%

156.2
100

10%

50

5%

0

2019

2020(E)

2021(E)
Year-on-year Growth

Market Size

10

2022(E)
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an IDC investor, developer and/or operator
to carefully consider all real estate-related
matters associated with IDC development,
including:
██

██
██

Market considerations;

██

Figure 8:
Selected real estate-related matters to
consider when investing, developing and
operating an IDC
———————————————————————

Data centre development
considerations;
Data centre operation considerations,
and;
Data centre investment and sale
considerations (Figure 8).

Source: Cushman & Wakefield Research

Data centre
market
considerations

IDC market size
IDC players in the market (e.g. which and how many)
IDC market law (e.g. operating licences)
IDC market – Data centre supply/demand
IDC market – Data centre demand dynamics (e.g. utilisation rate/rack
rental rates)

Data centre
development
considerations

Location
The environment (e.g. climate conditions and environmental
protection)
 Power (e.g. source, supply (including back up), capacity, power usage
effectiveness (PUE) and cost)
IDC government development incentives
The law (e.g. development and construction)
Land availability and land purchase pricing
Construction procedures and cost

Data centre
operation
considerations

Data centre
investment
and sale
considerations

IDC facility management operations and maintenance and costs
Environmental sustainability (e.g. energy and resource conserving
green IDCs)
The law (e.g. IDC facility operations and health and safety)

IDC property investment market purchase and sale demand
dynamics
IDC property investment market indicators (e.g. pricing, yield,
cap rate, IRR, etc.)
IDC Real Estate Investment Trust (REIT) considerations
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Lastly, backed by China’s ‘new infrastructure’
investment plan and by the technology and
the network infrastructure, future IDC market
demand in China is expected to grow. Much
of this future demand will be largely driven
by the infrastructure as a service (IaaS) Cloud
service market and by Internet companies
and application developers. Moving forward,
given the expected increase in volume of
received, processed and distributed data,
these groups will need even more robust
infrastructure support, data storage capacity
and data processing power. With this in mind,
as rack space capacity further expands, the
IDC industry in China looks set to benefit
from greater business opportunity volume in
the future.
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KEY TAKEAWAYS

In China, given the proliferation of the
mobile network, the IoT, the Cloud,
mobile devices, Big Data, VR, AI and
other emerging technologies, the IDC
market in the country has steadily
grown over recent years.

China saw a surge during this period
of time.
██

When considering hyperscale IDCs,
China currently ranks number two
behind the U.S.
From a provincial perspective, in 2018,
Guangdong had the highest share of
large-scale IDCs in China. Guangdong
was followed by Shanghai and Beijing.
In all three locations, IDC rental prices
are also some of the highest in China.

██

Tech giants clearly recognise the
current and future IDC market growth
in China. IDC rack space demand has
been increasing considerably in the
country for some time and it is the
Cloud sector which is now drawing
much attention. Additionally, much
demand has also been generated from
Internet companies and application
developers.
At the beginning of the COVID-19
outbreak in China and during the
home confinement period, the Internet
was used to a greater degree than
before. All of this activity generated
a huge amount of online traffic data
and information, which needed to
be collected, processed, stored and
distributed. Subsequently, IDC data
and information collection, processing,
storage and distribution demand in
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Ahead, and spurred on by the impact
of the COVID-19 outbreak on the
Internet activity rate in China, as well
as the accelerated development of the
Cloud, Big Data, the IoT, VR, AI and
the utilisation of 5G in the country
in the near future, there will be a
greater need for data and information
processing racks in IDCs in China.
Finally, as rack space capacity further
expands to meet demand, the IDC
industry in China looks set to benefit
from greater business opportunity
volume in the future.
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