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About this report
AI is driving an unprecedented surge in demand for computing 
power and the data centres that underpin it. Deploying new 
applications, managing growing data volumes and building new 
models all depend on reliable, large-scale digital infrastructure.

In this report, we explore the role that digital infrastructure could play 
in Australia’s future economic development. We examine the growth of 
the global data centre market, Australia’s competitive position, and the 
opportunities associated with a thriving domestic digital infrastructure 
sector. We also consider the emerging challenges, system constraints 
and trade-offs that are becoming more pronounced as demand 
for computing capacity accelerates both locally and globally.

This report draws on BCG experience, analysis and frameworks, 
including interviews with over 20 senior digital infrastructure executives 
and a survey with senior executives across relevant industries.
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Executive summary

As generative AI accelerates and new applications 
scale rapidly, global demand for computing power 
is still outpacing supply, even though computing 
capacity is expected to be 2.5X by 2030.

Australia is already one of the largest data centre 
locations in Asia Pacific, with approximately 1.8 
GW of installed capacity in 2025 and the potential 
to capture even more growth and associated 
investment. Australia’s renewable energy potential, 
strong subsea connectivity, and stable and secure 
political, business and regulatory environment 
provide the foundations for a thriving data centre 
destination that addresses secure sovereign needs 
and can meet both Asia Pacific and global demand. 

By strengthening its digital infrastructure market, 
Australia could build a reliable capability for its 
industries to increasingly rely on, and attract 
global investment from data centre developers, 
hyperscalers and colocation providers.

The opportunity is significant: developing  
2.5 GW of additional compute capacity by 2030 
could generate $100+ billion in locally-retained 
economic impact from the construction of data 
centres and new energy generation to match, and 
indirectly stimulated local supply chain activity. 
Once operational, approx. $8 billion - $10 billion 
per year in local economic activity could be 
stimulated by ongoing data centre operations. 

To date, various structural factors have helped 
to attract digital infrastructure investment 
into Australia. However, as GenAI drives 
unprecedented growth in data centre market 
capacity, and in an increasingly competitive 
regional market, these factors alone will not be 
enough to continue to secure investment. 

Australia is now approaching an important 
inflection point. As demand for digital infrastructure 
accelerates, a number of emerging pressures 
and constraints that have not materially affected 
growth are becoming more pronounced. 
Australia has an opportunity to position itself 
to capture this opportunity, but will need to 
proactively address four key challenges:

•	 The power paradox - managing the increasing 
need for electricity availability: Data centres 
are becoming a large and fast-growing source 
of electricity demand at the same time as 
Australia is navigating the broader energy 
transition. Australia’s renewable and storage 
pipeline is strong, but new Final Investment 
Decisions (FIDs) of wind, solar and gas have 
largely stalled in recent years due to challenging 
economics, permitting and community 
issues. Data centre demand could accelerate 
the build-out by underwriting projects and 
unlocking economic viability. However, the 
pace of demand growth relative to the time 
required to deliver new supply creates a 
growing challenge. Realising the data centre 
opportunity for Australia will require careful 
balancing of energy reliability, affordability, 
decarbonisation and investment considerations, 
particularly as governments, energy providers 
and the technology sector navigate how new 
AI and therefore energy demand interacts 
with an already evolving energy system.

•	 The chicken-or-egg dilemma - investment 
sequencing and delivery certainty: The scale 
and speed of investment required to support 
future data centre growth is creating increasing 
interdependencies between developers, 
customers, energy providers and governments. 
Developers are often hesitant to commit 
significant upfront capital without long-term 
customer commitments, while customers 
seek greater certainty around delivery 
timelines, power availability and infrastructure 
readiness before making long-term decisions. 
As demand accelerates, balancing these 
competing risk positions is becoming more 
important, particularly in an environment where 
approval processes, energy delivery timelines 
and market signals continue to evolve. 
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•	 The shackles of micro decisions - managing 
concentration and long-term infrastructure 
planning: Data centre investment is increasingly 
concentrating in major hubs such as Sydney 
and Melbourne, where existing infrastructure, 
connectivity and demand present strong 
commercial advantages, but the cumulative 
impact can place increasing pressure on 
energy, land and network infrastructure in 
a relatively small number of locations. This 
raises broader questions around how growth 
could be balanced across the country; how 
infrastructure planning could better align 
across energy, connectivity and land use; 
and how the trade-offs between market-led 
development and more coordinated long-term 
planning approaches could be reconciled. 

•	 The data centre race - competing for global 
data centre investment: Competition for data 
centre investment across the Asia-Pacific 
region is intensifying as governments move to 
capture growing AI and digital infrastructure 
demand. While Australia has many structural 
advantages, longer and more fragmented 
approval and grid connection processes 
could create challenges for time-sensitive 
investment decisions, particularly relative to 
faster-moving Asian markets. As competition 
intensifies, Australia will increasingly need 
to balance speed, coordination, regulatory 
detail and long-term infrastructure planning 
if it seeks to remain competitive in an 
increasingly contested Asia-Pacific market.

Addressing these four challenges is achievable 
but will require coordinated action. With its Asia 
Pacific peers already active in this attractive global 
market, Australia will need to act decisively to 
capture this new economic opportunity. Australia 
could also miss an important opportunity to bring 
economic activity and digital infrastructure and 
capabilities to communities outside the popular 
data-centre hubs of Sydney and Melbourne.
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Context: Demand for computing power is growing rapidly

1.	 Context: Demand for computing power is  
growing rapidly

Global data centre market capacity
(GW, critical IT load)

2025 2026 2027 2028 2029 2030

87

106

132

163

197

233

+22%

Colocation Hyperscale

Note: Global outlook excludes China and crypto
Source: datacenterHawk; BCG Global Data Center Model

EXHIBIT 1

Exhibit 1: The market for data centres is set to grow nearly 2.5x in five years

With this unprecedented level of investment 
accelerating the development of digital infrastructure 
globally, questions are emerging about an AI 
investment bubble. The potential for market 
correction is indicated by various signals, such 
as peaking capital expenditure (as hyperscalers 
build ahead of demand), weaker near-term 
monetisation, and development execution risks 
(due to bottlenecks and rising build complexity). 

A significant share of contracted capacity 
is underwritten by AI companies whose 
valuations remain largely unrealised — creating 
a circular dynamic in which rising equity 
enables new infrastructure commitments, 
which in turn justify further build-out. 

Global demand for computing power is 
driving demand for data centre capacity 

The rapid adoption of AI, the expansion of digital 
services and continued cloud migration are driving 
computing demand at an unprecedented pace 
worldwide. As a result, global data centre market 
capacity is projected to grow by nearly 2.5X from 
87 GW today to 233 GW by 2030 (see Exhibit 1).

This growth is likely to be driven by hyperscalers, 
including companies that build their own data 
centre capacity and companies that lease capacity. 

Growth is also likely to come from co-
location operators, which build shared digital 
infrastructure for hyperscalers, enterprise and 
edge customers, and AI-focused cloud providers 
(including Neoclouds), which require specialised 
infrastructure to facilitate high-performance 
computing operations. Other companies, such 
as OpenAI and Anthropic, are investing billions 
into computing power globally by partnering with 
hyperscalers, tech giants and colocation providers.
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Context: Demand for computing power is growing rapidly

However, the sector fundamentals remain robust. 
Despite debate around the current investment 
cycle, there are strong signals that data centre 
demand will remain sustainable. Vacancy rates 
are very low and pipelines are largely pre-sold, 
de-risking near-term occupancy for quality 
assets. The AI mix is still evolving — inference 
workloads are still expanding, sustaining megawatt 
demand even as the workload profile evolves. 

Critically, data centre capacity is flexible and easily 
repurposed even if large-scale AI training normalises. 
Sites can pivot to enterprise AI, cloud, storage and 
traditional workloads, meaning demand is broader 
than any single use case. Even in a moderation 
scenario, value does not disappear; it shifts toward 
enabling layers (power solutions, cooling retrofits, 
and operations software) reinforcing the resilience 
of the broader ecosystem (see Exhibit 2).

SSiiggnnaallss  DDCC  bbuubbbbllee  mmaayy  bbuurrsstt  ssoooonn SSiiggnnaallss  DDCC  bbuubbbbllee  mmaayy  ssttaayy  rreessiilliieenntt

• Demand visibility is weaker than supply momentum: 
training/inference demand is real, but monetisation is 
still forming; a slowdown in enterprise ROI realisation 
would flow quickly into capacity deferrals

• Deployment bottlenecks can strand capacity: grid 
access, permitting, and energisation sequencing can 
delay usable MW, pushing out revenue while capex is 
already sunk

• Higher build complexity increases execution risk: 
rising rack densities and cooling transitions 
(liquid/hybrid) increase commissioning risk and 
extend time-to-stabilised operations

• Significant share of contracted capacity is 
underwritten by AI companies: valuations remain 
largely paper-based/ unrealised - creating a circular 
dynamic where rising equity enables new 
infrastructure commitments, which in turn 
justify further build-out 

• Vacancy is ultra-low and pipelines are largely pre-sold: 
current market tightness and pre-leasing de-risk 
near-term occupancy for quality assets

• AI mix shift is still early: the share of AI (especially 
inference) is expanding, creating sustained MW pull 
even as the workload profile evolves

• Capacity is flexible and repurposable: even if 
"training" normalises, sites can pivot to enterprise AI, 
cloud, storage, and traditional workloads; demand is 
broader than one use case

• The value moves to enabling layers, not a hard stop: 
even in a moderation scenario, spend rotates toward 
power solutions, cooling retrofits, modular adds, 
operations software, and maintenance 
(i.e., resilience of ecosystem value pools)

Source: Industry interviews; BCG analysis

EXHIBIT 2

The global data infrastructure landscape 
is being reshaped by AI workloads, 
energy availability and regulatory shifts

Historically, data centres had to be built in proximity 
to end-users to overcome latency constraints (delays 
in data travelling between locations). However, a 
growing share of workloads – particularly in GenAI 
– are increasingly latency-tolerant, which means 
the need to develop digital infrastructure near end-
users is not as much of a constraint. For example, 
AI model training workloads are insensitive to 
latency, which means data centres serving these 
workloads can be located anywhere in the world 
(see Exhibit 3). This shift allows developers to 
exercise greater flexibility when selecting sites. 

1. BCG Global Data Center Model; excludes China.

While more traditional enterprise (including cloud) 
and high-performance computing workloads are likely 
to remain important drivers of demand, latency-
tolerant GenAI inference workloads are likely to be a 
key force behind data centre capacity expansion and 
are estimated to account for approximately three-
quarters of global market growth (2026-2030).1 This 
is largely due to the increasing adoption of GenAI 
inference use cases (including agentic AI) and a 
consistent rise in demand for GenAI model training. 
Australian-hosted data centres could theoretically 
serve selection of these workloads for customers both 
locally and in most parts of the Asia-Pacific region.

Exhibit 2: Data centre economics remain strong with pre-sold pipelines and rising AI demand
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Context: Demand for computing power is growing rapidly

LLaatteennccyy--ttoolleerraanntt

RRaappiidd  rreessppoonnssee

RTT 50-200ms

RTT >200ms

AAcc
ccee

pptt
aabb

llee
  llaa

ttee
nncc

yy

TTrraaddiittiioonnaall  EEnntteerrpprriissee HHiigghh  PPeerrffoorrmmaannccee  CCoommppuuttiinngg  
aanndd  OOtthheerr  AAII  ((nnoonn  GGeennAAII)) GGeennAAII

High frequency trading

Real time control systems (e.g. industry 4.0, autonomous vehicles)

Online 
gaming

Voice/video 
calls

AAII  iimmaaggee//  
vviiddeeoo  

ggeenneerraattiioonn

AAII  mmooddeell  ttrraaiinniinngg

Batch computing, modelling, 
optimisation programmes

Backup/cold storage

Enterprise 
systems, 
(CRM, 

ERP, HR 
etc.)

Virtual 
desktop/ 

remote app 
streaming

Real-time fraud detection & payment authorisation systems

Web & mobile app 
front-end services 

(e-com, banking etc.)

Enterprise batch reporting

Real-time 
AI voice 
agents/ 
meeting 
copilots

Recommendation/personalisation engines

Real-time digital ad placement & bidding

Latency- 
tolerant

Latency- 
sensitive

Real-time 
agentic 

copilots/ 
action 
agents

IInntteerraaccttiivvee  
AAII  ttaasskk  
aaggeennttss//  
ddiiggiittaall  

wwoorrkkeerrss

AAuuttoonnoommoouuss  
wwoorrkkffllooww  AAII  

aaggeennttss

AAuussttrraalliiaann  DDCCss  ccaann  sseerrvvee::
Asia-Pacific end users

AAuussttrraalliiaann  DDCCss  ccaann  sseerrvvee::
Global end users

~7% of 
growth
(9GW)

AAII  
aassssiissttaannttss//  

cchhaattbboott  
iinntteerraaccttiioonnss

~64% of 
growth
(80GW)

~8% of 
growth
(11GW)

Knowledge search & retrieval

IInnssttaannttaanneeoouuss

RTT <50ms

AAuussttrraalliiaann  DDCCss  ccaann  sseerrvvee::
Domestic end users only

~9% of 
Growth
(11GW)

~12% of 
Growth
(16GW)

Note: Mapped workloads are illustrative & non-exhaustive, acceptable latencies are indicative ranges; RTT = round-trip time (ms), metric for latency; CAGR = compound 
annual growth rate; HPC = high-performance computing; growth rates exclude China.  CAGRs represent global market.
Source: Desktop research; expert interviews; BCG Global Data Center model, March 2026 update; BCG analysis

= example workloads served 
by Australian domestic market

= key export growth
 workloads for AustraliaXX%% Share of global market growth 2025-30 (absolute # indicate 

the total growth in GW – 2025-2030) 

EXHIBIT 3

GenAI training and inference workloads require 
energy-intensive, high-density computing clusters 
that can scale over time. With power availability 
the number one constraint on new capacity, the 
market is shifting towards the development of 
larger and more centralised data centre campuses. 
However, global grid connection timelines can often 
stretch for years and are constraining data centre 
expansion despite strong growth in demand.

At the same time, regulators in some countries 
are tightening data sovereignty and residency 
requirements, increasing the need for in-country or 
in-region data centre capacity for select workloads. 
Additionally, some governments are positioning 
data centres as critical national infrastructure with 
policy support and streamlined planning pathways.

These combined factors of latency-tolerant 
AI workloads, global energy constraints 
and increased regulatory requirements are 
reshaping the investment landscape for digital 
infrastructure. As a result, capital is increasingly 
flowing into markets that can deliver viable 
sites alongside a credible combination of power 
availability, connectivity and political stability. 

Exhibit 3: A growing share of workloads – particularly in GenAI – are latency-tolerant and will drive  
future growth 
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Context: Demand for computing power is growing rapidly

The Asia-Pacific region is becoming 
increasingly competitive for 
data centre investment

Data centre developers, and hyperscalers in 
particular, typically prioritise investing in markets 
that offer speed of execution, cost competitiveness 
and greater policy predictability. As a result, more 
capital is flowing into digital infrastructure hubs 
in the Asia-Pacific. Asia-Pacific markets are using 
different approaches to attract future investment, 
which will be increasingly GenAI-focused (Exhibit 
4). For example, Singapore is a leading regional 
hub despite land and power constraints, with data 
centre investment supported by tightly managed 
capacity releases, selective approvals, and a strong 
emphasis on efficiency and sustainability. Malaysia 
is positioning itself as a major regional market and 
as Singapore’s ‘overflow’ by offering robust tax 
incentives and sustainable-development guidelines. 
India is strengthening its position as a hub for digital 
infrastructure with an emerging national policy 
framework and established state-level incentives 
aiming at capturing global AI and cloud investment. 

The competitive dynamics are continuing to expand 
across the Asia-Pacific. Japan is aligning its data 
centre strategy with decarbonisation priorities, 
supporting regional expansion beyond Tokyo with 
grid-planning initiatives. South Korea is dispersing 
capacity beyond Seoul via grid access reforms and a 
2025 Power Grid Special Act. Thailand and Indonesia 
are also mobilising; Thailand with sovereign cloud 
initiatives and BOI tax exemptions, and Indonesia 
using a centralised National Data Centre strategy 
backed by licensing simplification and proposed tax 
incentives for providers and equipment importers.

Across the region, the pattern is consistent: 
markets with clear, integrated policy frameworks 
spanning strategy, infrastructure and incentives 
are capturing higher levels of investment.

Exhibit 4: Data centre investment settings across the Asia-Pacific 

SSttrraatteeggyy  &&  CCoooorrddiinnaattiioonn EEnnaabblleerrss IInncceennttiivveess

National data centre strategy and policy direction Ease of permitting, grid access, 
land and infrastructure readiness

Public investments and financial 
incentives for data centres

Singapore
Selective capacity allocation reinforces 
Singapore's role as a trusted, 
sustainability-led hub

Strong planning discipline and high 
efficiency standards support 
green development

Energy-efficient equipment grants 
covering 30-70% of cost, capped at 
SGD$30k per company 

Malaysia AI-related projects prioritised; non-AI 
data centers face constraints

Scalable capacity, renewable energy 
access, and supportive permitting 
underpin growth

Investment Tax Allowance or reduced 
corporate tax rates for 5-10 years

India
National capacity target under 
policy draft and state-led support 
drive development

Planned plug-and-play zones and pre-
provisioned infrastructure improve 
delivery readiness

Proposed tax holiday for 
20 years underway

Japan
Decarbonisation and energy-security 
priorities increasingly shape 
DC strategy

Regional siting and grid-planning 
initiatives support expansion beyond 
Tokyo/Osaka

Government support increasingly 
favors energy-efficient and regionally 
distributed digital infrastructure

South Korea No specific data center strategy or 
capacity targets in place

Grid access granted outside the metro 
area to disperse new DC beyond Seoul

Free Economic Zones, high-tech 
infrastructure incentives, and 
2025 Power Grid Special Act 
grid-expansion initiatives

Thailand Government remains supportive of 
cloud and AI infrastructure investment

Industrial estates, cloud 
infrastructure programs, and 
sovereign-cloud initiatives improve 
deployment readiness

BOI incentives support qualifying 
projects through tax exemptions, 
import-duty relief, and foreign 
ownership flexibility

Indonesia
Centralised National Data Centre 
(PDN) strategy supports public-private 
digital infrastructure expansion

Gov. commitment for licensing 
simplification and digital infrastructure 
build-out continue to improve 
investment readiness

Foreign ownership flexibility and 
proposed tax incentives for DCs 
providers & equipment importers

EXHIBIT 4

Source: Government websites; BCG analysis
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Context: Demand for computing power is growing rapidly

Australia already has a strong foundation for 
digital infrastructure investment, combining 
political stability, a transparent regulatory 
environment and high investor confidence. 
Its access to renewable resources (and 
an existing pre-FID pipeline of renewable 
projects), align with hyperscaler sustainability 
commitments, while robust subsea 
connectivity ensures strong integration into 
global data flows. It is already a data-centre 
home to major hyperscalers and colocation 
providers, and its high-value domestic tech 
sector consumes efficient economic output 
per unit of energy. Further, as training and 
inference workloads become increasingly 
location-agnostic, Australia is presented with 
an opportunity to attract investment and 
to compete beyond its domestic market. 
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The opportunity: $100 billion and more in onshore economic activity

Australia’s data centre capacity is set to 
more than double in the next five years

Australia’s data centre market capacity is projected 
to more than double from 2025-2030 (see Exhibit 
5). This increase is underpinned by large-scale 
colocation buildouts, sustained low vacancy and 
growing hyperscaler leasing demand, as well as 
the expansion of hyperscale self-build campuses. 

As capacity increases, and if Australia became a 
destination for GenAI computing power within the 
Asia-Pacific region, it could target a share of the 
significant demand growth expected to 2030 by 
hosting GenAI inference and training workloads 
from across the Asia Pacific (excluding China). 

Australia is already one of the largest data centre 
markets in the Asia Pacific, with approximately 
1.8 GW of installed capacity (see Exhibit 5) 
and is amongst the countries with highest data 
centre capacities per capita globally. Growth has 
largely been driven by surging AI and machine 
learning demand, rapid public cloud adoption, 
5G-driven network traffic, and increasing 
data sovereignty requirements that compel 
onshore investment in digital infrastructure.

2.	 The opportunity: $100 billion and more in  
onshore economic activity

Exhibit 5: Australia’s data centre capacity is set to double in five years  

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

0.8 0.9 1.0
1.2

1.5
1.8

Source: datacenterHawk; BCG Global Data Center Model; BCG analysis

4.3

3.7

3.1
2.6

2.2

Australian data centre market forecast scenarios
(GW, critical IT load)

Historical Enterprise Hyperscale Colocation

EXHIBIT 5

19% CAGR
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The opportunity: $100 billion and more in onshore economic activity

Data centre investment could generate 
substantial economic value for Australia 

If Australia’s data centre capacity doubles in 
five years as expected, it could equate to an 
additional 2.5 GW of data centre capacity and 
$160+ billion in total economic activity (onshore 
and offshore, 2026-30).  This is comprised of both 
early-stage investment in data centre construction, 
IT equipment, the new energy generation 
infrastructure needed to support it as well as the 
total operating expenses incurred as facilities are 
commissioned and staffed during this time.

In addition, the ongoing annual running 
costs after 2030 for the additional 2.5 GW 
of capacity could generate a recurring $13-
16 billion per year in economic activity - a 
recurring stream driven by energy costs, facility 
maintenance and IT equipment servicing.

Within each of these components, economic impact 
divides into direct and indirect effects. Direct 
impact covers the spend that flows immediately into 
Australian businesses - construction firms, energy 
developers, maintenance providers and operators. 

Indirect impact captures the multiplier effect as that 
direct spend ripples through the broader economy: 
construction services procure materials and labour, 
energy operators invest in grid infrastructure, 
professional services firms support project delivery. 
Across the full investment cycle, these indirect 
effects reflect the deep supply chain integration that 
large-scale infrastructure investment can generate.

However, not all gross spend remains in Australia. 
IT equipment is almost entirely imported and 
generates minimal domestic economic activity. 
Construction and energy capex can only 
partially be retained onshore. In contrast, energy 
operating expenditure can largely be retained 
domestically, making it a particularly high-value 
component of the ongoing economic case. 

After adjusting for these retention rates, the 
total Australian-focused economic impact from 
an additional 2.5GW of data centre capacity 
is estimated at $100-120 billion from capital 
investment and operating expenditure in total 
across 2026 to 2030.  In addition, this capacity 
would then also yield an economic impact of $8-
10 billion per year from ongoing operations after 
2030 - underscoring the long-term, compounding 
nature of the economic opportunity.
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The opportunity: $100 billion and more in onshore economic activity

Exhibit 6: Australia has a $100+ billion economic opportunity (onshore) from data centre investment

1. $/MW data centre capex spend for Australian developments (Cushman and Wakefield, Turner and Townsend)  2. Indirect impacts estimate domestic upstream 
supply chain activity stimulated by direct investment. Multipliers derived from Australian Bureau of Statistics National Accounts I-O tables, limitations outlined by ABS 
apply to multiplier estimates  3. Servers assumed $13m-22m/MW, no replacements considered  4. Assumes all data centre development is matched with incremental 
firmed renewable energy generation, capex includes (wind & solar + gas & battery firming) & transmission upgrades  5. Assumes avg. IT load factor = 0.8, PUE = 1.2, 
occupancy = 0.9, energy pricing of $125–140/MWh based on ASX energy futures & allowance for average transmission costs. 
Note: Data centre capacity refers to peak IT capacity. Model estimates gross economic activity, excluding opportunity costs. Induced impacts & downstream value-
chain impacts and are not considered. 
Source: Gartner, The Datacenter as a Computer: Designing Warehouse-Scale Machines, Cushman and Wakefield, Turner & Townsend, AEMO, Australian Bureau of 
Statistics, Mandala Partners, desktop research, expert interviews, BCG Global Data Centre model, BCG analysis

NNeeww  eenneerrggyy  ggeenneerraattiioonn  ccoonnssttrruuccttiioonn44  

AAuussttrraalliiaa --rreettaaiinneedd  iimmppaacctt  
((ddiirreecctt  &&  iinnddiirreecctt))

$38–46b 

$$110000––112200bb

Illustrative ""oonnee--ooffff""  economic impact (2026–2030)
2.5 GW of data centre compute capacity requiring ~19TWh of energy per year3 

IITT  eeqquuiippmmeenntt33  

DDaattaa  cceennttrree  ccoonnssttrruuccttiioonn11  

GGeenneerraall  mmaaiinntteennaannccee
(general facility and mechanical maintenance)

IITT  eeqquuiippmmeenntt  mmaaiinntteennaannccee
(maintenance and repairs of servers and network infrastructure)

EEnneerrggyy  OOPPEEXX55  

$40–48b

$1–2b 

$0.5–1b 

$6–7b 

Illustrative oonnggooiinngg  aannnnuuaall  economic impact from data centre operations

$$88––1100bb

TToottaall  ''oonnee--ooffff''  eeccoonnoommiicc  iimmppaacctt  ttoo  22003300  --  aapppprrooxx::

OOnnggooiinngg  aannnnuuaall  eeccoonnoommiicc  iimmppaacctt  ppeerr  yyeeaarr  --  aapppprrooxx::

GGrroossss  iimmppaacctt  
((ddiirreecctt  &&  iinnddiirreecctt22  ))

$51–63b

$$116600––220000bb

$57–69b

$5–6b 

$2–3b 

$6–7b 

$$1133––1166bb

EXHIBIT 6

DDaattaa  cceennttrree  ooppeexx  ssppeenndd  ((ccuummuullaattiivvee  aaccrroossss  ''2266--3300,,  aass  ccaappaacciittyy  rraammppss  uupp))

$15–25b

$36–45b

AAuussttrraalliiaa --rreettaaiinneedd  iimmppaacctt  
((ddiirreecctt  &&  iinnddiirreecctt))

GGrroossss  iimmppaacctt  
((ddiirreecctt  &&  iinnddiirreecctt))

$23–28b

It should be noted that the above $ estimates 
outline economic activity — spanning construction, 
jobs, and supply chain stimulus — and do not 
directly indicate GDP contribution to Australia.

Globally, investors and operators are actively 
seeking stable, renewably-powered locations for 
digital infrastructure. Australia is well placed to 
compete for this investment, which could anchor 
long-term digital and economic competitiveness 
across the Asia-Pacific region. The extent to which 
Australia realises this potential depends on the 
pace and consistency of action taken now.

""Australia has always been a fast adopter - but 
we’ve traditionally been on the receiving end 
of technology built elsewhere. AI is different. 
For the first time, the intelligence generation 
will shape not only the digital tools we are 
using, but also our national identity and 
prosperity. Australia’s land mass, renewable 
energy, infrastructure maturity and regulatory 
stability make it genuinely competitive as a 
destination for a regional infrastructure hub 
for the AI age, enabling us to secure our future 
geopolitically, economically and socially - and 
that’s a window we haven’t had before."

Jack Dan, Chief Strategy Officer, CDC
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Building Australia’s digital infrastructure advantage: four challenges to overcome

3.	 Building Australia’s digital infrastructure 
advantage: four challenges to overcome
To capitalise on the opportunity that stems from 
building digital infrastructure, Australia will need 
to create the best possible position to secure 
future investment by addressing four challenges: 

•	 The power paradox - managing the 
increasing need for electricity availability

•	 The chicken-or-egg dilemma - investment 
sequencing and delivery certainty

•	 The shackles of micro decisions - 
managing concentration and long-
term infrastructure planning

•	 The data centre race - competing for 
global data centre investment

The power paradox - managing the 
increasing need for electricity availability 

Data centres currently account for around 2% of 
electricity consumption in the National Electricity 
Market (NEM), with AEMO projecting this share to 
increase to around 6% of total NEM grid-supplied 
electricity by 2030. Demand growth is expected to 
be concentrated in Sydney and Melbourne, where 
data centres could account for approximately 
8-11% of local electricity consumption.2 Australia 
has a strong pipeline of renewable generation and 
storage projects, but the timing mismatch between 
rapidly growing demand and the pace of new 
supply creates a growing challenge for the sector.

Growth will need to be carefully managed to 
avoid placing pressure on power systems and 
electricity prices. Australia is simultaneously 
replacing retiring generation and adding new 
capacity to meet electrification and data 
centre demand, which makes sustained, well-
sequenced delivery of new supply essential.

2. Data Centre Energy Demand, Oxford Economics Australia, July 2025 to inform AEMO’s 2026 Integrated System Plan, https://www.aemo.com.
au/-/media/files/stakeholder_consultation/consultations/nem-consultations/2024/2025-iasr-scenarios/final-docs/oxford-economics-australia-data-
centre-energy-consumption-report.pdf.
3. Expectations of data centres and AI infrastructure developers, Department of Industry, Science and Resources, March 2026, https://www.
industry.gov.au/publications/expectations-data-centres-and-ai-infrastructure-developers.

The Australian Government has set expectations for 
large developments to be accompanied by plans for 
additional electricity supply that avoid upward price 
pressure.3 The Government also expects data centres 
to support grid stability with demand flexibility and 
peak-load management, where feasible. However, 
given that hyperscale facilities require continuous, 
reliable energy — and that AI inference workloads 
are less flexible than AI training — any measures 
would need to be carefully designed to preserve data 
centre service reliability and investment viability.

Energy network planning will also need to evolve 
alongside energy demand growth. The large, 
continuous load profile of data centres has the 
potential to either place pressure on existing network 
capacity or support more efficient utilisation of 
infrastructure, depending on location and system 
design. Considerations include managing impacts 
on consumer electricity costs, maintaining grid 
stability during major outage events, and ensuring 
clear connection and coordination requirements 
between networks and large energy users.

Growing data centre demand could also support 
broader investment in generation, storage 
and transmission infrastructure. Data centres 
typically fund their own connections and may 
contribute to adjacent network upgrades, while 
their willingness to contract for long-term power 
supply could help improve the economics of 
new generation projects that might not proceed 
otherwise. However, these outcomes are not 
guaranteed, and without careful coordination 
between generation, networks and large-load 
connections, rapid energy demand growth could 
place additional pressure on energy infrastructure 
delivery, system reliability and electricity costs.

Compounding electricity supply constraints, the 
shift toward AI-optimised, high-density compute 
increasingly requires water-cooled infrastructure, 
placing additional pressure on water access 
and environmental approvals—particularly in 
regions already facing resource scarcity.
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The chicken-or-egg dilemma - investment 
sequencing and delivery certainty

To date, Australia’s data centre market has 
benefited from relatively strong fundamentals, 
including available land, access to power, strong 
connectivity and a stable investment environment. 
These conditions have supported a market 
where data centre developers, hyperscalers 
and investors have generally been able to make 
long-term investment decisions with a relatively 
high degree of confidence, helping projects 
progress despite the inherent interdependencies 
and uncertainties between customer demand, 
infrastructure delivery and capital deployment.

However, as the sector scales, emerging constraints 
across power availability, grid connections, planning 
approvals and delivery timelines are beginning to 
change the equation. Developers are becoming 
more cautious about committing significant upfront 
capital without long-term customer commitments, 
while hyperscale customers are increasingly seeking 
greater certainty around timing, reliability and 
infrastructure readiness before entering large long-
term agreements. The result is a chicken-or-egg 
problem with investment vs. delivery. Even relatively 
small increases in uncertainty around infrastructure 
availability or project delivery can influence how 
quickly investment decisions are made and where 
globally-mobile capital is ultimately deployed.

Australia is already seeing progress in a number 
of these areas, but maintaining investment 
confidence as the market matures will become 
increasingly important to support future 
growth. How governments, infrastructure 
providers, developers and customers navigate 
these evolving interdependencies will play 
an important role in determining how quickly 
new capacity can be brought online.

"
"There’s a problem in regional data 
centre investment - operators won’t 
commit without proven infrastructure 
and demand, while infrastructure won’t 
be built without anchor tenants." 

"
"We can produce power at scale, but the 
real test is whether we can offer energy that 
is price-competitive, available within an 
investor’s planning horizon, and scalable 
enough to support gigawatt-level demand."

Senior leader, Australian energy provider Senior leader, Australian energy provider

The shackles of micro-decisions - 
managing concentration and long-
term infrastructure planning

Building a data centre includes navigating 
planning requirements for energy, water, land 
and digital infrastructure, with different processes 
for each requirement and no coordination across 
stages or requirements. Data centre locations 
have typically been decided by developers on 
a project-by-project basis, based on access to 
power, connectivity, water and workforce, as 
well as proximity to end-user demand. This has 
led to a bias toward establishing data hubs in 
metropolitan areas such as Sydney and Melbourne.

This approach has worked at smaller scales, but 
system-level impacts are becoming more pronounced 
as data centres increase in size and concentration. 
With so many project-level decisions across energy, 
water, land and digital infrastructure, and uncertainty 
around which proposals will proceed versus those 
that constitute ‘phantom demand’ (connection 
requests unlikely to actually materialise on the grid), 
visibility is limited on the cumulative impacts of 
infrastructure across utilities and local communities. 
This can contribute to social licence challenges and 
misalignment between local and state planning 
priorities. Alongside physical infrastructure gaps, 
a shortage of skilled workers is emerging as a 
binding constraint on construction timelines and 
operational readiness, with demand for talent far 
outpacing the current domestic pipeline. This skills 
gap is felt most acutely in regional areas, where 
thinner local labour markets and limited access 
to specialised training institutions make it harder 
to attract and retain the workforce needed to 
support new developments—further entrenching 
the concentration of infrastructure in major cities.
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Overseas, countries are starting to use integrated 
planning and, in some cases, identify sites in 
advance. For example, Finland has identified 
construction-ready data centre sites that provide 
clear access to power, water, connectivity, natural 
cooling and offtake of industrial heat. Similarly in 
Malaysia, the southern state of Johor has developed 
large-scale industrial parks that cluster data centre 
development in locations with pre-positioned 
power capacity and supporting infrastructure. 

More integrated planning across energy, water, 
land and digital infrastructure could improve these 
impacts and support more efficient and lower-
cost deployment of shared infrastructure. Without 
some degree of coordination, it is incumbent 
upon each data centre developer to consider 
broader social license and sector viability issues. 

"

The data centre race - competing for 
global data centre investment

Competition for global data centre and AI 
infrastructure investment is intensifying across the 
Asia-Pacific region. Australia continues to benefit 
from strong structural advantages, including 
political stability, connectivity and renewable 
energy potential, but project delivery timelines 
can be longer and less predictable than in some 
competing markets. At the same time, several 
regional markets are increasingly positioning and 
promoting themselves directly to hyperscalers 
and global investors as preferred destinations 
for AI and digital infrastructure investment.

As investment cycles accelerate and AI-driven 
demand grows, speed to operation is becoming 
increasingly important for developers and 
hyperscalers. In addition to securing power, 
water and connectivity, project timelines can also 
be influenced by planning and grid connection 
approval processes, which often involve multiple 
jurisdictions, agencies and infrastructure providers. 

Australia is already seeing progress in streamlining 
approvals, clarifying policy settings and improving 
coordination across different levels of government 
and industry. Internationally, some jurisdictions 
are also experimenting with more integrated 
approaches to permitting, infrastructure 
planning and investment promotion as they 
compete to capture globally mobile capital.

As competition for investment continues to increase, 
balancing efficient delivery processes, regulatory 
detail, infrastructure readiness and international 
competitiveness will become increasingly important 
to Australia’s ability to capture a greater share of 
global data centre and AI infrastructure growth.

"Too many infrastructure decisions are still 
made one project at a time. When energy, 
connectivity, and land use aren’t planned 
together, we miss opportunities to build 
smarter, more resilient systems. Coordinated 
planning is what turns digital infrastructure 
into a foundation for longterm economic 
growth and AIdriven transformation."

Steven Miller, Area Vice President, 
Microsoft Australia and New Zealand
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4.	 Conclusion

Global data centre capacity is expected to grow 
rapidly through to 2030, driven by accelerating 
demand for cloud services, AI training and inference 
workloads, and broader digital adoption across 
the economy. As one of the larger data centre 
markets in the Asia-Pacific region, Australia is well-
positioned to participate in this growth, supported 
by strong renewable energy potential, extensive 
subsea connectivity, and a stable political and 
regulatory environment that global investors value.

The opportunity for Australia is significant. 
Growth in digital infrastructure has the potential 
to stimulate substantial economic activity, 
strengthen sovereign digital capability, support 
AI adoption across industries, and expand 
investment into energy, connectivity and 
supporting infrastructure. Increasingly location-
flexible AI workloads also create opportunities 
for Australia to compete for a larger share of 
Asia-Pacific and global demand over time.

At the same time, the sector is approaching an 
important inflection point locally. As data centre 
demand accelerates, emerging pressures around 
energy availability, investment sequencing, 
infrastructure concentration, planning and delivery 
timelines are becoming more pronounced. These 
are not simple challenges to navigate, nor are there 
straightforward solutions. Many of the trade-offs 
emerging in Australia are also being observed 
internationally as governments, energy providers, 
hyperscalers and infrastructure developers adapt 
to the scale and pace of AI-driven growth.

Australia is already seeing progress across a number 
of these areas, and the country retains many of the 
structural advantages that have supported growth 
in the sector to date. However, as competition 
for global digital infrastructure investment 
intensifies, how Australia balances infrastructure 
readiness, delivery certainty, energy transition 
priorities, regional development opportunities and 
international competitiveness will increasingly 
shape its ability to capture future investment. 

The next few years will determine how Australia 
positions itself for the next phase of global digital 
infrastructure and AI development and shapes 
its potential as a trusted digital infrastructure 
destination for the Asia-Pacific region.
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