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Main Conclusion

1. The data centre market in Shanghai and surrounding areas has grown
steadily. In 2020, the size of the data centre market in Shanghai
reached CNY 14.03 billion, representing an increase of 14.6% from
2019.

The rapid development of the industry can be attributed to the growth of
demand for data centres in Shanghai. As the financial centre of China,
Shanghai is the home of many large Internet companies such as Pinduoduo
and Bilibili, along with financial companies such as the Bank of
Communications and Pacific Insurance. The city has a high demand for data
centres, with higher rack utilization than the national average. In recent years,
the Shanghai area has tightened energy efficiency and construction approval
requirements for third-party IDCs. The pandemic situation in 2020 also delayed
the deployment of certain data centre projects, which resulted in an overall

slowdown in the growth of the Shanghai IDC market.

Figure 1 Size of the Shanghai IDC Market From 2016-2020 (CNY 100 million)
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2 The New Infrastructure Plan has encouraged the development of the
data centre industry in Shanghai.



On May 2020, the Shanghai Municipal People’s Government issued the “Action
Plan to Promote New Infrastructure Construction in Shanghai (2020-2022),
which proposed investments totalling CNY 270 billion in various new
infrastructure projects within a 3-year period. Driven by relevant policies, the
construction of data centres in Shanghai will become more integrated with

industries such as manufacturing, finance, and Al.

3 The Supply of Data Centres in Shanghai is Limited and Demand is
Gradually Shifting Towards Surrounding Areas.

The supply of land, electricity, and other resources in Shanghai is limited, and
municipal policies have set higher requirements for the energy efficiency on
new data centres. At present, data centre racks in Shanghai do not meet the
local demand for IDC resources.

The pandemic situation in 2020 has delayed data centre development. Certain
new data centres have yet to be commissioned, and supply is failing to keep up
with demand. In order to meet their deployment needs, some customers will
transfer applications with relatively low real-time requirements to Nantong,
Suzhou, and other surrounding areas. Other customers may also deploy data
centres in these areas to save on rack and network access costs.

4 Suzhou, Nantong, and Other Areas Surrounding Shanghai are
Developing Their Data Centre Industries and Undertaking IDC Projects
to Meet the Overflow of Demand.

Influenced by the Yangtze River Delta Regional Integrated Development Plan,
Suzhou, Nantong, and other areas surrounding Shanghai have issued policies
to encourage the development of their respective data centre industries, with
the goal of meeting the overflow of demand from Shanghai. At present, third-
party IDC providers such as Centrin Data Systems, GDS, Range Technology,
and AtHub are all in the process of deploying data centre projects in Suzhou
and Nantong. Ultra-large Internet companies such as Alibaba and JD.com are
also in the process of constructing industrial parks and data centres in Nantong.
At present, over 300,000 racks are under construction or in planning in Suzhou,
Nantong, and other areas surrounding Shanghai. The scale of development will
be able to effectively handle the overflow of demand from the Shanghai area.

5 We project that from 2021-2023, the Shanghai IDC market will continue



to grow at a relatively high rate, and exceed CNY 20 billion in size by 2023.

In 2020, certain energy efficiency quotas were relaxed for Al and cloud
computing data centres. The “Action Plan to Promote New Infrastructure
Construction in Shanghai (2020-2022)" also considered the construction of a
new batch of IDC racks, which will lower the rate in which growth has fallen
since 2018. In the future, major IDC providers will place greater emphasis on
energy efficiency during development and construction; large Internet
companies such as Baidu, Alibaba, and Tencent will further invest into the
construction on data centres in the Shanghai area; and the regional IDC market

will continue to grow.

Demand in the Internet sector (e-commerce, video games, and video platforms)
has remained stable. Traditional sectors such as manufacturing are
accelerating their digital transformation processes, encouraged by favourable
policies and increasing demand. Applications such as automatic factories,
Internet-integrated hospitals, and smart logistics are gradually seeing adoption
by traditional sectors, and will accelerate the growth of regional IDC resource

demand in the future.

Figure 38 Size Forecast for the Shanghai IDC Market From 2021-2023
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