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The digital infrastructure landscape across the 
globe is undergoing a seismic shift, driven by the 
demand for artificial intelligence (AI) and high-
performance computing. This change requires a 
recalibration of the investment scale required to 
build the infrastructure that is necessary for this 
digital future. 

Estimates for data centre investment between now 
and 2030 show just what is required. According to 
consultants, cumulative global capital expenditure 
is projected to reach approximately USD6.7 
trillion by 20301. Of this total, USD5.2 trillion is 
specifically earmarked for AI-related data centres, 
and USD1.5 trillion to be used for traditional 
computing. The annual rate of spending is equally 
intense with annual capital expenditure being 
forecasted to reach between USD1 trillion and 
USD1.6 trillion.

This capital is being deployed across the entire 
value chain, from real estate and construction 
to power generation and advanced computing 
hardware. The companies known as Hyperscalers 

(Microsoft, Amazon, Google, and Meta) are 
leading this investment boom. In 2024, together 
they invested nearly USD200 billion. They are 
not slowing down and have made equally large 
commitments on future investment. These include 
Microsoft and OpenAI’s USD100 billion Stargate 
supercomputer project and Meta’s USD600 billion 
pledge. The scale of these investments on an 
absolute basis is largely unprecedented. 

However, mobilising USD6.7 trillion cannot be 
achieved through a single channel. A significant 
portion of this investment is already being financed 
through the capital markets and not just funded 
through retained earnings or cash flow. Given 
the sums involved, the finance is coming and will 
come from all parts of the capital market, public 
and private, equity and fixed income, as well as 
sophisticated hybrid structures. The sheer volume 
of capital required necessitates a departure from 
simplistic financing models towards a multi-
layered approach that addresses the specific risks 
and returns of the AI era.

1 https://www.mckinsey.com/featured-insights/themes/whos-funding-the-ai-data-center-boom
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The traditional, compartmentalised approach to investing in and financing the 
real estate, energy, build, and IT components of data centres is evolving. The 
significant rise in capital expenditure required to deliver the demands of AI 
requires a complex, cross-functional capital structure tailored to meet varying 
use cases and investment risks across a wide variety of facilities.

By Robin Brown, Managing Director, HSBC
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The Segmentation of Digital 
Infrastructure
To understand the financing challenge, it is 
important to note that data centres can no longer 
be categorized in one vertical alone; such as real 
estate. Historically, some investors viewed them as 
boxes with power, valued largely on their physical 
footprint and lease terms. Today, their value is 
intrinsically determined by the delivery of compute 
capacity and significant energy availability. The 
client use case has become increasingly important 
as a  barometer of risk with longer term contracts 
associated with investment grade tenants 
delivering the lowest risk profile. The multi-faceted 
and highly variable profile of data centres has 
resulted in the need for a paradigm shift opening 
up new thinking for ways to invest in and finance 
these facilities. 

At its simplest level the market has effectively 
segmented into three distinct operating models, 

each with a unique risk profile that dictates its 
financing strategy:

•	Colocation and Retail
This tier represents the traditional multi-tenant 
facilities, typically operating at lower densities 
of up to circa 4-8KW per rack (a measure 
of the electrical power assigned to a rack 
of servers). These assets are characterised 
by lower client concentration and a highly 
reliable income expectation, making them 
the most alike traditional commercial real 
estate investments.

•	Hyperscale and Traditional Cloud
These are large-scale facilities leased by the 
major hyperscalers through secure, long-term 
contracts. Because the tenants are investment-
grade counterparties, this model provides a 
high level of bankability, allowing for increased 
leverage options and lower costs of capital. 
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The most innovative developments in finance are occurring at the 
technology layer. For AI data centres, the servers and GPUs inside 
the building often cost more than the building itself.
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•	Hyperscale AI and GPU as a Service
	 (GPUaaS)

This is the fastest growing and most disruptive 
tier. Characterised by ultra-high-density 
computing capacity ranging from 20KW 
to over 100KW per rack, these facilities 
are designed specifically for training Large 
Language Models (LLMs) and inference tasks. 
This segment introduces new forms of asset 
risk. Unlike traditional cloud contracts, the 
tenant base may vary significantly in credit 
quality, and the rapid obsolescence of GPU 
technology adds a layer of complexity to the 
security delivered by different tenant types or 
asset backed lending.

The Multi-Tiered Capital Structure
The divergence in asset types allows for a 
sophisticated capital stack. Successful financing 
can now be achieved by dissecting the data centre 
into its component layers - physical, mechanical 
and electrical, and compute - and financing for 
each according to its specific risk profile.

At the foundation, the real estate and core 
infrastructure (the shell and core) are often 
financed through traditional real estate loans. 
Because the land and buildings retain value 
over decades, this remains the lowest-risk form 
of finance.

However, the mechanical and electrical fit-out 
including the cooling systems, backup generators, 
and transmission infrastructure represents a 
large portion of the cost, particularly for AI-ready 
sites. These systems are expensive but essential 
and they can be financed separately. Capital for 
this layer often comes from project financing 
provided by banks or directly from equipment 
manufacturers through long-term or asset backed 
debt structures.

The most innovative developments in finance 
are occurring at the technology layer. For AI 
data centres, the servers and GPUs inside the 

building often cost more than the building 
itself. Established and public AI platforms 
are increasingly using chip financing, where 
the specialised, high-value GPU assets serve 
as collateral.

This structure allows a GPU company (often 
termed a ChipCo) to obtain debt financing using 
the chips themselves as security. This provides an 
internal revenue stream of lease payments that 
can fund the construction of the physical data 
centre, even if the end customer does not have 
an investment-grade credit rating. Where the 
off-taker is investment grade, a broader range of 
financing options becomes available at cheaper 
prices, bridging the gap between tech risk and 
infrastructure returns. 

For established operators, the strategy is largely 
about unlocking liquidity. Operators with stabilised 
colocation and wholesale sites are delivering 
consistent cash flows that can be leveraged to 
finance new developments. Popular structures 
include the ring-fencing of stabilised, cash-
generative sites to raise financing through bank 
debt, corporate bonds or securitised notes. This 
capital can then support the development of new 
sites, sometimes well in advance of firm client 
commitments, allowing operators to move ahead 
of the market’s supply constraints.

At one end of the risk spectrum, private equity and 
infrastructure funds are providing the necessary 
high-risk capital layer. Private equity is increasingly 
investing in the AI sector in search of higher 
returns, although this strategy requires significant 
leverage (and management of the leverage) to be 
successful. The intense competition to allocate 
capital to this asset class has driven up valuations, 
favouring those investors with a high capacity to 
deploy large sums or those who already possess 
a platform from which to acquire assets. A 
proven rack record and ability to secure supply 
chain commitments are a clear differentiator in 
this segment.

Enabling Growth in Compute Infrastructure through Investment Strategy and Capital Structure Advisory
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Regional Risk and Infrastructure 
Interdependence
Capital strategy of data centres cannot be divorced 
from geography. The where often determines 
the how. There are distinct differences between 
mature and developing markets.

The mature markets of the US and Western 
Europe specifically the hubs of Frankfurt, London, 
Amsterdam, Paris, and Dublin maintain a high 
degree of market maturity and clear supply and 
demand data. However, these regions face severe 
limitations due to land scarcity, alongside high 
energy costs.

In these hubs, investment is characterised by 
sophisticated debt and equity structures that seek 

access to large population centres and sit within 
hyperscaler cloud availability zones. However, the 
physical capacity of the grid is becoming a brake 
on growth in some markets. Moreover, long grid 
connection times are creating bottlenecks for new 
developments, forcing capital to be patient or 
creative in finding alternative power solutions. 

In contrast, developing markets in the Middle East 
and Asia are experiencing high growth, driven by 
different fundamentals. In these regions, land and 
energy are often cheaper and less scarce. Notably, 
subsidies are often available in markets such as 
Saudi Arabia, making the economics of power-
hungry AI training more attractive.

We are seeing substantial capital flows into these 
markets. For instance, Amazon has announced a 
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USD35 billion plan to invest in India by 2030, while 
Microsoft has committed USD17.5 billion to the 
same region. These regions are leveraging other 
investments in logistics and connectivity, including 
low-latency fibre and submarine cables, to position 
themselves as critical data centre hubs linking East 
and West. 

The opportunity set for data centres in developing 
markets is government led, and in some cases 
government sponsored. Government support is 
attractive especially in helping to navigate the 
regulatory landscape and in terms of source land, 
power, materials, and workers.

The financing of digital infrastructure has evolved 
from a niche real estate play into a complex global 
asset class underpinning the future of technology. 

The successful financing of and investment in 
data centres now depends on having a capital 
strategy that is aligned with technological and 
geographic risk specific to each data centre. 
Investors must navigate the variability of tenant 
creditworthiness in the AI space, the depreciation 
curves of GPU assets, and the sovereign risks of 
developing markets.

Given the fluctuation of market demand, emerging 
technologies, and local regulations, holistic 
advice from experienced financial partners such 
as HSBC is essential. Structuring the ideal mix 
of equity, debt, infrastructure project finance, 
capital markets and asset-backed securities is the 
only way to achieve stable, long-term returns in 
a market currently defined by exponential growth 
and rapid change.

Enabling Growth in Compute Infrastructure through Investment Strategy and Capital Structure Advisory
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2 https://gulfdca.com/en/publications/
3 https://www.pwc.com/m1/en/media-centre/articles/unlocking-the-data-centre-opportunity-in-the-middle-east.html

The data centre market in the Middle 
East and specifically the GCC countries is 
experiencing rapid growth. The Gulf Data 
Centre Association2  report that there was 
around 700MW of installed capacity at the 
end of 2024, with a further 300MW under 
construction and expected to have come 
online by the end of 2025. By 2030, if all 
public commitments that have been made 
for further data centre investment in the 
region come true, then this installed capacity 
could rise to 3.3GW, analysts suggest.3 
This would include huge undertakings such 
as Saudi Arabia’s USD100 billion Project 
Transcendence. 

The rapid uptake of AI is the key driver 
for the increase in data centre capacity 
in the region. It is also being encouraged 
by the GCC’s wider push for economic 
diversification away from oil and gas, and 
supplemented by national regulations on 
data sovereignty and government use of AI. 

The MENAT region sits at the crossroads of 
East and West, linking Africa, India, Central 
and Eastern Europe to Western Europe with 
many sub-sea and terrestrial cable systems 
providing multiple points of resilience. 
Operators regularly discuss latency figures 
outlining their ability to reach a significant 
proportion of the world’s population from 
the region. Moreover, advancements in fiber 
technology and increasing confidence in 
route security and regional stability all favour 
the region as having significant potential to 

become a major data centre hub. Much of 
this is already being built.

There are geopolitical complications. The 
region has close relationships with the US, 
Europe and China and issues such as the 
US export restrictions on certain chips and 
GDPR driven data hosting requirements 
could affect the GCC's ability to maximize 
value creation from the data centres it hosts 
within expected time lines. 

“Ultimately, the challenge mirrors the 
GCC's historic reliance on oil,” says Simon 
Williams, Chief Economist, CEEMA at HSBC 
in Dubai. “The region is excellent at creating 
raw, cheap energy, but less so at finding 
ways to turn that energy into high value. The 
question with data centres is can the region 
successfully translate the raw compute 
power it is building into derived, high-value 
economic actions. The risk is that the GCC 
extracts rent by hosting the physical data but 
that the majority of the intellectual property 
and high-value economic activity remains 
with the international companies that utilize 
the data centres.” 

Even so, from a financing perspective, 
the region’s data centre market is highly 
attractive, given the benefits that accrue 
to the data centres’ economics from the 
high availability of both land and power, the 
strong level of (highly rated) government 
support, and the region’s strategic position 
between East and West.

The Middle East’s Data Centre Boom

Enabling Growth in Compute Infrastructure through Investment Strategy and Capital Structure Advisory
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IMPORTANT NOTE

All of the content available to you, other than that which is expressly 
marked as being issued by HSBC, (the “Information”) has been 
prepared by third parties outside of and unconnected to the HSBC 
group and is intended for private circulation only to you. It may 
not be transmitted or distributed to any other person, without first 
obtaining the express written consent of HSBC or its author.  HSBC 
makes no representation or warranty (express or implied) of any 
nature, nor is any responsibility of any kind accepted, with respect 
to the completeness or accuracy of any of the Information.  Any 
statements made in the Information (in any form whatsoever) 
reflect the individual opinions or judgment of the author and do not 
necessarily reflect the opinions of HSBC. No Information is intended 
to constitute, and should not be construed as, investment advice 
or a recommendation by HSBC to invest in a product, service, 
transaction or other investment. No opinions are expressed as to the 
merits or suitability of any product, service, transaction or any other 
investment referred to in the Information. You are solely responsible 
for making your own independent appraisal of, and investigation 
into, the products, services, transactions and other investments 
referred to in the Information. No member of the HSBC group of 
companies is responsible for providing you with legal, tax or other 
specialist advice and you should make your own arrangements in 
respect of this accordingly.  

All of the content available to you in this document that is expressly 
marked as being issued by HSBC (the “Information”) has been 
prepared by HSBC Bank Middle East Limited, HSBC Tower, 
Downtown, P.O. Box 66, Dubai, United Arab Emirates (“UAE”), who 
is regulated by the Central Bank of the UAE and lead regulated by 
the Dubai Financial Services Authority (“HSBC”). HSBC is a member 
of the HSBC group of companies (“HSBC Group”). 

The Information, which is for private circulation to you only and may 
not be transmitted or distributed to any other person, is derived 
from sources HSBC believes to be reliable but which has not been 

independently verified and its accuracy and sufficiency cannot be 
guaranteed. Any data (including charts and graphs) included is from 
publicly available sources or proprietary data. The issuance of and 
details contained in this document do not constitute an offer or 
solicitation for, or advice that you should enter into, the purchase 
or sale of any security, commodity or other investment, or any 
contract, agreement or structure, or the provision of any product or 
service, whatsoever.

Notwithstanding any explanation on product or transaction 
suitability made by HSBC or any other member of the HSBC 
Group to you, you are solely responsible for making your own 
independent appraisal of, and investigation into, the products, 
services, investments and/or transactions referred to in, or related 
to, the Information and you should not rely on any Information 
as constituting investment advice.  Neither HSBC nor any other 
member of the HSBC Group is responsible for providing you with 
legal, tax or other specialist advice and you should make your 
own arrangements in respect of this accordingly.  No opinions are 
expressed as to the merits or suitability of any product or service, 
nor to any cross-border restrictions that may apply to any product, 
service, investment and/or transaction referred to in, or related to, 
the Information. Financial instruments may not be suitable for all of 
your requirements and, if you have any doubts, seek advice from 
your advisers. HSBC is under no obligation to keep the Information 
up-to-date. Any projection, forecast, estimate or other ‘forward 
looking’ statement in the Information only illustrates hypothetical 
performance under specified assumptions on events or conditions, 
and is not a reliable indicator of future performance. You should 
understand the assumptions and evaluate whether they are 
appropriate for your purposes.

Except in the case of fraudulent misrepresentation, no liability is 
accepted whatsoever for any direct, indirect or consequential loss 
arising from your (or anyone else’s) use of the Information.

Enabling Growth in Compute Infrastructure through Investment Strategy and Capital Structure Advisory
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