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Digital Drives a Brick-and-mortar Boom in Data Centres

MAKING SPACE Developers and investors see more opportunities in commercial real estate as businesses and consumers gobble up more data

NYT

The shift todigital work and play
from home, hastened by the pan-
demic, has wreaked havoc on
commercialreal estate. But ex-
perts say it has alsogenerated one
surprising bright spot for the
industry: data centers.

The growing reliance on cloud-
based technology —and the big,
blocky buildings that house its
hardware —has created greater
opportunities for developers and
investors as businesses andcon-
sumers gobble upmore dataina
world that has become increasingly
connected. “Ourhouses are con-
nected, our cars are connected, our
streetlights and parking meters are
connected, and every single one of
those connections is passing data
back and forth,” said Sean O'Hara,
president of the exchange-traded
funds division at Pacer Financial,
an investment advisory firm.

Andcompaniesthat provide data
storage arepreparing foreven

greater demand as new technol-
ogleslike 5G and artificial in-

telligence become more widely
used. “Ourbusiness has
continued to grow
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ly accelerated all the
drivers that were grow-
ingthe industry in the
firstplace.”

“We're seeing demand
across theboard,” he
said. “Our pipeline going
into 2021 is even larger.”

Theacceleration of
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returnsof 19% in thefirst half of
2020—one of only two REIT sec-
tors thatshowed growth, accord-
ing to arecentrepori by JLL. (The
other sector, indusirials, yleldeda
modest 2% return.) By compari-
son, returns for

hotel andresort
e REITsplunged 9%,
trusts those for retail fell

37% andoffice
msedon space dropped 25%.
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edgement that this
m?"“ﬂ isnotaniche real
firstnaiof e
2020: JLL et
report Data centres have
emerged as a critical part of the
digital infrastructure that con-

nects peopleand businesses toone
anotherand the rest of the world,
said Jon Lin, presidentfor the
Americasregion at Equinix, oneof
thelargest global data centre
companies. “We're the foundation,
inalotof ways, for thatdigital
infrastructure,” he said. That

infrastructure is nolonger just the
purview of technology companies.

‘The September 11, 2001, terrorist
attacks and Hurricane Sandy in 2012
prompted many companies acrossa
variety of sectorsin New York to
rethink their ITasa hedge against
future disasters or damage. Now,
pandemic-induced office closures
and remote work arrangementsare
spurring corporations tore-eval-
uate where and how they house
their central nervoussystems.

‘Thecomingrollont of 5G networks
isexpected tostimulate the need for
more computing and data storage
onanenormous scale aswell.

Silicon Valley might have the
reputation as theshiny place
where the future happens, butreal
estate professionals say data cen-
tersare being builtall around the
country.

Akey criterion insite selection is
proximity to the clusters of under-
sea cables that send and receive
data from all over the world. Other
considerations include the costs of
landand local taxes.
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