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List of Abbreviations

Abbreviation Definition
Al Artificial Intelligence
BFSI Banking, financial services and insurance
CAGR Compound annual growth rate
DC Data Centre
DSCR Debt Service Coverage Ratio
ESG Environmental, Social, and Governance
HVAC Heating, Ventilation, and Air Conditioning
loT Internet of Things
IT/ITES Information Technology/Information Technology enabled Services
1\ Joint Venture
MeitY Ministry of Electronics and Information Technology
NCR National Capital Region
0&M Operations and Maintenance
Ol Operating Income
OPBIDTA Operating profit before interest, depreciation, taxes and amortization
OPM Operating Margin
PDP/DPDP Personal Data Protection/Digital Personal Data Protection
PUE Power usage effectiveness
RoCE Return on capital employed
SGST State Goods and Services Tax
SME Small and Midsize Enterprise
TIA Telecommunications Industry Association
UPI United Payments Interface
UPS Uninterruptible Power Supply
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OVERVIEW

The global data centre (DC) capacity is estimated to be around 19 GW with the top 10 cities contributing to around 57% of
the capacity. Mumbai is the only Indian city which is in the list of the top 50 cities in terms of DC capacity and is ranked at the
18th position. Further, India now accounts for 4% of the global installed capacity. However, this is expected to sharply increase
in the medium term, supported by exponential increase in data consumption and favourable regulatory policy initiatives.

Digitisation drivers like adoption of new technologies (Cloud, IoT, generative Al, Big Data and 5G roll-out), increase in digital
penetration (internet usage, mobile penetration), e-commerce, Government focus on digital infrastructure and favourable
regulatory policies like Digital Data Protection Bill, infrastructure status, special incentives from Central and state governments
are expected to boost DC investments in the country.

DC players derive revenues primarily from two sources — co-location and managed services. The co-location services refer to
offering racks to customers, wherein the customers purchase their own server hardware and software licences and place them
in a data centre. The managed services are one in which the client leases an entire server without sharing with anyone else.
For the incumbent players, co-location accounts for 67-69% of revenues compared to the managed services, which account for
26-28% and others like internet bandwidth and sale of services contribute to 4-6%.

To cater to the strong demand prospects for DCs, Indian corporates, foreign investors and existing DC players have started
investing massively in Indian DCs. Overall, 5,100-5,200 MW of capacity involving investments of ~Rs. 1.60 lakh crore are likely
to be added in the next six years. Majority of the upcoming investments are geared towards meeting high demand in co-
location services. This will continue to be driven by hyperscalers and verticals such as the BFSI and IT/ITES.

The revenues for ICRA’s sample are expected to increase at a CAGR of 19-20% during FY2024-FY2025, supported by an
increase in rack capacity utilisation and ramp-up of new DCs. With the increase in revenues and better absorption of fixed
costs, the operating margins are expected to remain in the range of 43-44%. However, the RoCE is expected to be modest as
the DC players are in continuous capex mode. The intense competition is likely to constrain the margins for incremental
business and large debt-funded capex plans would exert pressure on the credit metrics of the players.

Click to see full report
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AL A

ICRA Limited (formerly Investment Information and Credit Rating Agency of India Limited) was set up in 1991 by
leading financial/investment institutions, commercial banks and financial services companies as an independent
and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange.

Alliance with Moody’s Investors Service

The international Credit Rating Agency Moody'’s Investors Service is ICRA’s largest shareholder. The participation of
Moody’s is supported by a Technical Services Agreement, which entails Moody’s providing certain high-value
technical services to ICRA. Specifically, the agreement is aimed at benefiting ICRA’s in-house research capabilities,
and providing it with access to Moody’s global research base. The agreement also envisages Moody’s conducting
regular training and business seminars for ICRA analysts on various subjects to help them better understand and
manage concepts and issues relating to the development of the capital markets in India. Besides this formal training
programme, the agreement provides for Moody’s advising ICRA on Rating-products strategy, and the Ratings
business in general.

The ICRA Factor

Our services are designed to

* Provide information and guidance to institutional and individual investors/creditors;

* Enhance the ability of borrowers/issuers to access the money market and the capital market for tapping a larger
volume of resources from a wider range of the investing public;

* Assist the regulators in promoting transparency in the financial markets;

* Provide intermediaries with a tool to improve efficiency in the funds raising process.
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