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Main Conclusion

In 2020, under the effect of the new infrastructure policy and the national digital
transformation development strategy, China IDC industry develops rapidly, and the
overall IDC business market growth rate will reach 40%. According to statistics, the
market size of Chinese traditional IDC business in 2020 is close to CNY 100 billion, and
there is a turning point in industry growth.

In 2020, China overall IDC business market will reach CNY 223.87 billion, a year-on-
year increase of 43.3%

In recent years, the emerging technologies is providing technical support and foundation
for the digital transformation in various industries; at the same time, the government and
industries are actively promoting digital transformation, bringing rapid growth in data
volume, and promoting the rapid development of China IDC business market. In 2020,
the overall scale of China IDC market will reach CNY 223.87 billion, a year-on-year
increase of 43.3%.

Compared with 2019, the growth rate has increased significantly by 16.1%, reaching the
highest growth rate in the past five years. The absolute value of the market size has
exceeded CNY 200 billion, and more than CNY 67.6 billion increasing than 2019.

The development of IDC business market scale is affected by the two-way influence from
the supply side and the demand side. Although China IDC market has been impacted by
the epidemic to a certain extent in 2020, the introduction of new infrastructure policies
has provided a strong momentum for the development of the data center industry and
promoted the construction of many new projects. In general, China data center industry
has maintained a rapid development momentum in 2020. From the demand side, the
demand of the Internet industry, including public clouds, is the core driving force that
drives China IDC business to maintain sustained and rapid growth; During the epidemic,
data traffic has increased significantly, promoting the digital transformation of traditional
industries, and support the implementation of the new generation information
technologies pilot application, such as 5G, Al, and industrial Internet. The demand for the
industrial Internet has gradually entered an explosive period.
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Figure 1 2015 - 2020 China IDC Market Size and Growth
(CNY 100 million)
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Note: The scale of measurement for IDC market includes traditional IDC Business and
Public Cloud services (laaS + PaaS).

2. New infrastructure construction policies are supportive to data center industry
development.

In March 2020, the Standing Committee meeting of the Political Bureau of the Central
Committee clearly proposed to accelerate the progress of new infrastructure
construction such as 5G networks and data centers. The data center was included in
the category of "new infrastructure”, and the development of the data center industry
ushered in new major development opportunities. In response to the national new
infrastructure policy and support implementation of deployment, Beijing, Shanghai,
Guangdong and other provinces and cities across the country have issued new
infrastructure development plans to provide strong policy support for the development
of the data center industry in various regions.

3 The core cities and surrounding areas form industrial clusters, and Tier 2 and
Tier 3 cities have more development opportunities.

Due to the geographical characteristics of network and other supporting resources and
IDC demand, China data center industry has formed three major industrial clusters,
which are the Beijing-Tianjin-Hebei region, the Yangtze River Delta, and the Greater Bay
Area. In recent years, supporting resources in the core cities of Beijing, Shanghai,
Guangzhou and Shenzhen have become tighter and PUE restrictions have become
increasingly stringent. The development of the data center industry in major core cities is
almost saturated, and various regions have actively coordinated to help the regional data
center industry development and plan the industry layout properly. They will move ‘warm
data’ and ‘cold data’ business to surrounding areas.
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The data center industry in Tier 2 cities, such as Chengdu and Wuhan, is still in the
development stage. Driven by regional economic development, some new data center
projects have been landed, which is showing the potential development trend. With the
in-depth advancement of new infrastructure policies and the development of regionally
integrated economies, the popularity of the data center market in Tier 2 and Tier 3 cities
is rising.

Figure 2: Newly Built Data Center Projects in Tier 2 and Tier 3 Cities of China

City Service Name Planned | Introduction
Provider Racks
Chengdu | Bo Hao (f&i%) | China Unicom | 20,000 Data Center Planned
(Sichuan) Area: 150,000 m?
Dayi Mintian Data Rack under Operation:
Center 600
China Telecom | Jian ~ Yang Data | 9,700 It will be constructed in
(Chengdu)( F% | Center two phases, and start
N operation in 2022.
#REE(S)
TRS Western  Regional | 3,000 Data Center Planned
GE/RER) Headquarter and Big Area: 15,000m?
Data R&D and The data  center
Operation  Service construction is
Base expected to be
completed in 2021.
China Mobile Wuhou West Smart | 1,000 Under construction
(Chengdu)( g% | Valley Data Center
e
China Telecom | Tianfu Cloud | --- There are two phases.
(Chengdu)( F% | Computing Center The first phase has
N been delivered and
#BER(S) the main customers
includes Bank  of
Chengdu, Qimingxing
(BEEE), etc.
Wuhan China Finance | China Finance Data | 25,000 It is planned to start
Data (F &% Wuhan Shu Gu Big operation in 2021.
Data Center
12)
Tenglong Tenglong Guanggu | 13,000 It will be constructed in
Holding Group | Data Center two phases, and it is
>3k planned to start
s operation in 2021.

4. Traditional IDC companies have accelerated their expansion, cross-industry
companies have entered, and competition in the data center market has intensified.

Leading third-party IDC service providers such as GDS have strong market influence and
financing capabilities.
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They adopted the model of "self-construction + mergers and acquisitions” to rapidly
expand IDC business, seize advantageous resources, and gradually expand the
competitive advantages of leading companies.

The increasing popularity of the data center market has attracted many companies to
enter the data center market to expand and explore new business segments. Based on
the attributes of heavy assets and high energy consumption in the data center industry,
new entrants can be roughly divided into three categories: First, steel companies with
their own power resources, such as Baosteel's investment in the construction of
Baozhiyun Data Center, and China Southern Power Grid is planning to construct the
Greater Bay Area Digital industry base project, Three Gorges Group invested in the
construction of the Dongyue Temple Data Center; Second, industrial funds and state-
owned funds with a certain capital scale. With the abundant capital, actively invest in the
field of data centers; Third, companies with land resources, such as Southern Logistics
Group, Jinmao Green Construction, etc. The companies with various resources
advantages entered data center market, which intensified the market competition.

5. Consumer Internet companies are still the main demanders at present, and
industrial Internet demand will be gradually released in the future.

In the short term, the demand of the data center market will be still from the leading
internet companies, and the rapid growth of public cloud services is the most important
driver of demand. The demand for data centers in traditional industries has grown
steadily, but the demand of data centers driven by digital policies has not yet been
effectively released, and the overall proportion has declined.

At present, the new generation of digital technologies such as 5G and Al have begun to
be integrated with the different industries and gradually be applied in the industries.
Industries development like smart cities, financial technology, smart manufacturing, smart
education will accelerate. According to the process of 5G entering the commercial
promotion period from 2020 to 2024, it is expected that the industrial Internet demand
brought by the digital transformation of traditional industries will be released in the middle
of the future.

6. The state has launched a pilot policy for REITs, and asset securitization will help
the industry absorb more investment funds.

In April 2020, the National Development and Reform Commission and the China
Securities Regulatory Commission issued the "Notice on Promoting the Pilot Work of
Real Estate Investment Trust Funds (REITs) for the Infrastructure Sector" to encourage to
launch pilot projects of REITs in the key regions and key industries to revitalize existing
assets, widely mobilize the enthusiasm of various social capitals, and promote the high-
quality development of infrastructure including data centers.

This report is the copyright of KZ Consulting (China IDCquan Research Centre). The duplication or
provision of this report without authorization is strictly prohibited.



The introduction of the data center REITs policy has effectively broadened the investment
and financing channels of the industry, provided new options for capital exit, and a higher
rate of return, which is conducive to further absorbing investment funds in the IDC market.

7 In the future, the size of China IDC market will continue to grow rapidly.

According to KZ Consulting, China IDC market will reach CNY 486.79 billion by 2023 with
a CAGR of 29.6%.

Figure 3: 2020-2023 China IDC Market Size Forecast (CNY 100 million)
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