
GDS is one of the largest private sector data centre operators in China, with shares listed on both the NASDAQ
and the Hong Kong Stock Exchange. 

For UEM, GDS presents a compelling long-term investment opportunity to capitalise on the growing structural
demand for cloud and AI compute in China. 

What does GDS do?
GDS develops and operates data centres in China to house servers owned and operated by corporate customers,
such as Alibaba, Tencent and ByteDance. 

Whilst its customers are responsible for owning and operating their own compute capacity, as a data centre
operator, GDS is responsible for accommodating this electronic equipment, generating recurring rental income
from the use of its facilities. 

GDS owns, designs and constructs data centres to meet its customers’ requirements and is responsible for the
ongoing operation of each facility. This includes physical security, power supply (with battery and generator
backup), cooling and fibre connectivity for the servers, which are housed in racks within dedicated data halls.
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Around half of GDS’ existing data centre buildings are owned by the company itself (the balance is
mostly leased properties), whilst newer data centre buildings are predominantly owned by the
company and increasingly are built for single rather than multiple customers.

In order to ensure that data centres can operate continuously, significant redundancy is built into
their support systems, allowing them to remain operational in the event of power supply
interruptions, equipment breakdowns and maintenance work. 

Capacity and growth potential
As at 30 June 2026  GDS operated 107 data centres, principally located around Beijing and Shanghai,
with additional facilities in southern and western China. 
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Over the past 20 years, GDS has built a strong reputation with major clients and suppliers to deliver
and operate high-quality data centre facilities. One of GDS’s competitive advantages is that it claims to
be able to build data centres more quickly and efficiently than peers due to the use of prefabricated
modules and production line style construction techniques. GDS believes these efficiencies allow it to
deliver capacity at competitive rental prices, whilst still achieving strong double-digit returns on new
investments.

Of the 107 data centres it currently operates, the portfolio has a combined floor area of 685,000 sq m
(7.4m sq ft), with a total power availability of almost 1.6GW. As at 30 June 2026, 95% of this capacity
was contracted for customer use.

Further, GDS has an additional 0.6GW of capacity under construction (the majority of which is
expected to be completed by the end of 2027. It also has a total land bank and power allocation
supporting a further 3.6GW of capacity - enough power to more than triple its current operational
capacity from 30 June 2026 levels. 
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Source: GDS Holdings H126 earnings presentation, 13 August 20261

A large proportion of the land allocations and power quotas within GDS’ development pipeline have
been awarded over the past year  reflecting GDS’ strong, long-term relationships with major Chinese
AI and cloud operators, and local governments. 
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Accelerating customer demand
In January 2025, the release of DeepSeek-R1, a Chinese large language model with similar capabilities to
contemporary US models at a fraction of the cost, triggered substantial interest and subsequent
investment commitments for AI compute in China. This AI compute needs accommodation, which GDS is
well positioned to provide.

While the initial enthusiasm around AI investment in China was evident in early 2025, this was not
reflected in GDS’s numbers until the first half of 2026, when a material increase in new orders for data
centre capacity was announced. 

In the six months to June 2026, GDS signed new contracts for 471MW of committed capacity, with a
further 600MW of reserved (client optioned) capacity built into these contracts. This compares to 317MW
of committed capacity signed in the full year 2025 and 99MW signed in 2024. 

Typically, a GDS data centre is ready for clients to start moving their servers into around a year after
placing their firm order. Then it typically takes these clients around a year to fully utilise the space inside,
progressively installing racks of servers and other equipment. Data centre capacity contracted in 2026 is
therefore not expected to be completed or begin generating revenues until 2027. Capacity is then
expected to ramp up towards full operational levels during 2028, with the associated revenue potential
fully realised by 2029. 

This long development and utilisation cycle means investors in data centres need to be patient to realise
their returns. However, once operational, data centre capacity is typically supported by long-term
customer contracts, is inherently long-term and sticky in nature, with recurring lease revenues and
contractual mechanisms that pass through some increases in operating costs.

REIT offer
During 2025, GDS listed the GDS Data Infrastructure REIT on the Shanghai Stock Exchange, selling 80% of
the company to external investors. The offer was more than 300x oversubscribed. 

The GDS Data Infrastructure REIT offers its investors exposure to a portfolio of mature data centre assets
that offer recurring income distributions but generally have lower growth prospects than GDS’ newer
development projects. 

For GDS, the ability to recycle invested cash into new growth projects by selling stakes in low risk, mature
assets enhances GDS’ total returns. It intends to inject more assets into the REIT in the future. 

International exposure through Day One 
GDS also has an international data centre business, through its former GDS International subsidiary, with
assets principally in Malaysia, Indonesia and India. 

In 2024, GDS brought in external equity investors and diluted its position to a minority shareholder. It has
subsequently realised some of its investment for cash, but continues to hold approximately 17% of the
company.

The business, renamed DayOne, is planning on listing in New York and Singapore as soon as Q4 2026.
GDS currently values its stake at US$2.2bn.

Proceeds from the DayOne sale, the sale of assets into the REIT and debt issuance are expected to provide
sufficient funding for GDS’ current expansion plans in China.
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UEM’s Investment Perspective
It is expected that the bulk of AI infrastructure investment announced by major US and Chinese
technology giants will be deployed in their respective home markets, with much of the associated server
capacity housed in domestic data centres. 

UEM’s investment in GDS, which has been built conservatively over the past year, provides UEM’s
shareholders with direct exposure to the rapid growth in China’s AI digital infrastructure. It offers this
exposure through an attractively priced, market leading operator with a long-term recurring, rental based
revenue model. 

Mark Lebbell
Senior Analyst

September, 2026

Source Data: ICM Limited. 
[1] GDS Holdings H126 earnings presentation, 13 August 2026
[2] GDS Holdings H125 earnings presentation, 20 August 2025

Risk Warning
The information presented in this document is solely for information purposes and is not intended to be, and should not be construed as, an
offer or recommendation to deal in Utilico Emerging Markets Trust plc ("UEM"). Investments in UEM are subject to investment risks, and the
value of investments and the income derived from them may fall as well as rise and investors may not get back the principal amount invested.
Past performance is not indicative of future performance. Investors should read the prospectus along with the supplement(s) and seek relevant
professional advice before making any investment decision. The information presented has been obtained from sources believed to be reliable,
but no representation or warranty is given or may be implied that they are accurate or complete. UEM is managed by ICM Limited and ICM
Investment Management Limited. The Investment Managers reserve the right to make any amendments to the information at any time, without
notice. Issued by ICM Investment Management Limited (registered in England: 08421482), which is authorised and regulated by the Financial
Conduct Authority (FRN: 630094). The information in the title banner is as at 31 July, 2026 and approved by ICM Limited.
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Visit by UEM to GDS Pujiang Tech Park, Shanghai, November 2025.
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