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The next test for Malaysia’s
data centre surge

Malaysia is set to record
the largest relative GDP
gains in South and
South-East Asia from
the data centre boom

by AUFA MARDHIAH

MALAYSIA fs emerging as the
biggest economic beneficiary of
the data centre boom in South and
South-East Asin (South & SE asu}.
with the rapid build-out expected
tn deliver the region's largest rela-
tive gains in GDP and employment
through 2030, Moody's Ratings
saidd.

However, the rating agency
cautioned that the benefits from
the current construction hoom
could prove shori-lived unless

St Mecks Moo
THB introduces its Green Lane Pathway specifically for data centre
operators

Data centre-related imports have accelerated
across South & SE Asia since 2020
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Malaysia develops a broder digital
i its growing d tively botter positioned because  pushdemand h Ty i d data | bility and social
centre capacity. both h while johor offers larger sites, lower  centre up-:&yinln projects with mmno{mmﬂim

Based on ptnjecmldmu unm tor and electronics rnmmmlug costs and proximity to re's  secured power and tenants remain “Water will therefore act pri-

through 2030, bases, which ean partially lished digital and business  important enablers of the sector's  marily as o local gating factor rather
capital spending is ammlg uu Impart leakage, growth, than a regional ceiling on eapacity,”
highest in South & SE Asia and is “Howeser, continued depen- Recent capicity ints in Th i pumentisalso  Moody's said.
expected to generate the region's  dence on i P pnninxmnnglnhlmpply memml-
strongest construction and ope-  would cap pnnﬁn tplllovtts,‘ steering some unmet- ing i
rating contribution. Moody's sald. towards Johar, reinforcing the wnmmm.knwm-. sources and pmmm pn[l(ry

The impact is d iny gains are also  Singapore-Joh: e naj ¢ individual projects, expe-
Johar, 4 Tl pecied to be relatively limited data centre cluster, rlem'ld : shed it hy .-.,......
case where the data build-out  because dnn centres are highly This makes Johor more than  supplier and r relation- “bused cooling
canh ingfuleffectonthe  capital i simply 4 Malaysian data centre  ships can help :l!nmm procurc- zﬁn:h forh!ghdmﬂqal m
w!dormnw Jo‘btm:inn is concentrated in location, Its proximity to Singa-  ment tmeli P

while permanent  pore allows op wpthecity  tenants may p s lnng-lnd it iffs
amecglngmlmin South tsu-h operating positions are fewer and  state's conneetivity, financial infri- aqnipmﬂtdil«tbt ti;mer permiming murmnmn.
‘where data centres are siimificant  require specialised skills. d technology said hyperscale data
10 the ecanomy at an aggregate while using Malaysia's greater svail- ~ centre pm]nu typically secure  Value Creation
lovel,” Moody's said in its report Local em Holds ability of land and infrastructure for  power and water access and sign  Malaysia's advantage over its
titled Digital Transformation — l{ey'm Gains large-scale facilities, Iong-term tenant lease agreements  regional peers is therefore also its
For the The spiliover ha also before g A hallenge: Th L

mmmmﬁebeneﬂu,hmw nltyllu Imuinglhedutncmu! major | gy peeulative developn ith-  larg th in dlata for the
eredit italand  groups, i US and Chincse  out secured utllities or tenants Ector to by dngful

unm!,: unid laysia and duisted Il i high ie impact; but that makes
i d o cap Moody’s said the strongest Recent reporting has high-  tion risks. the infrastructure and resouree
the most material cconumy- ntial source of dumble credit  lighted Investments involving demands correspondingly greater,
wide benefits from the build-out,  improvement comes from the  Amazon.com Inc, Microsoft Corp,  Funding Needs Set Moody's said pol]cy design
although the noture of those griny  ccosystem effects generted by dats Tencent Holdings Lid and Alibaba  £0 Grow would deteemine how much of the
will differ. centre investment, Group Holding Lid in Johor, The fi i of d

Malaysia's benefits are driven The devel af data centres For Malaysian property, the sector will also increase s the — retainesd domestically,
largely by new construction and  creates demand for canstruction construction, ui.uI.iu and Infn- regional pipeline expands. Maloysin is moving towards
capital spending, while power, Hibre and water Moody's said data centres in  tighter sereening of large projects,
kmdwd«halmﬁnﬂ: infi while p lall nl’limJ hor-Singay South & SE Asia have so far main-  particularly in Johor, while other
of its gains from ions and ing the locali of  corridor could therefy ined good 1o develor ries in the region are using
associnted services, given its more equ!'pmm mnnn{ulurch and brncﬂtl Beyond lllweatcrulnslﬂ financing, largely from banks, ,' i deg i
matune data centre base. sETViCE P i pp by predictable ope polic i

uunmmwwm mlmmmmﬁ cash flows, ereditworthy tenants Mm- smnh t SE Asia, the
Construction Boom : g llulll)' to comvert the i and fi ble supply-d d Singn-
Provides Front-loaded duts-intensd I i pare to capture the most material
Boost clood and artificial intelligence (A1) depends on the I execu- capital markets will ide benefits. India has
The i benefit doption und fing access W I.{uu nl'iuppnrrllu hl'nmumn-. need 1o play & langer robe over time b pl 1 i
for Malaysia will come largely from lable dig 1 power, water and finane-  given th ' ital o ahsolute terms, but its large
the sub inl capital spending Thesed 1 I Ing capacity requirements, economy limits the national GDP
required to construct data contres tranalate into faster al services Cross-border rmnsactions in the  impact. i
and the infrastructure needed (o exports and productivity geins for Demmd Puts TNB US private placement murlot could Thadland iy 10 Tecelve
support therr A i P includi in I.hl! dditi a ingful but limited uplify,

Moody's said the GDP impact  small and medium enterprises  Power availability wlllhmeuﬂbc in;‘ while green bonds and loans  while Indonesia’s econombe
wouild be front-loaded [o the years  (SMEs). biggest constraints on Malaysia's  could broaden the financing base.  base similurly dilutes the effect of
uptnmw.puruoulurlyindmlnp Mnlwduum"gumlcm ability to sustain the data centre The agency said inable  its dar pip
ing where tor and el build-out; Hnance coild b i ingl *hil and Vit
investment tends to have a larger. base provides s foundation for ‘Moody's snid data centre  relevant as investors focus more  remain r:llliuty enrly-stage
murginal effect on growth, developing these Iinh;u demand could account for more  closely on the envionmental foot-  markets.

But the boostwill not necessarily Greater local content inservers than 30% of Malnysin's total power print of digital infrastrocture. Moody's said it will watch the
persist at the same pace once  and IT hardware muu! l‘nnher demand by 2045, making timely Hhieh i
construction activity slows, increase the d of hoth ionand  ‘Water Constraints: realised through greater domestic

The rating agency expects data  effect and nurrow the drag on itieal  Reshape Project spending, the pace of the build-out,
centre construction to continne  external balances, Moody's said, 1o the country's developmentasan  Develoj power delivery relative to phmwd
quml 2030, although at a slower “Evidence that capacity growth  emerging regional hub, Water availability is b capueity,

is accompanied by supplier locali- That puts the spotlight on i ingly i id tions and the tension between
mu:r are sation, digital services  Tenaga Nasional Bhd [TNE), whose  tion, particalarly in fast-growing

the direet contribution from
construction will Eude and the

exports and beoader eloud adop-
tion would make the credit bene-
fits more durable,” Moody's said.

grid investment and ability to
conneet new lange-scale users will
be increasingly imporant as dat

data centre chisters such as Johor
Moody's sald rapid data
centre expansion in the state

rising electricity demand and
decarbonigation commitments.

“I'lie durability of the credit
story also rests on ecosystem

depend on ap:m:ing activity nnd Without these spillovers, the  centre demand grows, has prompted tighter serutiny of  effects,” Moody's said.
benelits would remain concen- THNB introduced lts Green m:nup‘pl)‘. mlingdn%nlnd For Malaysfa, therefore, the next
mppllnumnndthgd:nmm | T P Lane Pathway specifically for dan  alternative sources. phuse of the data centre boom will
industry, | icati I a Mmmmnhuw Authorities assess both total  be less about attracting another
Another constraint i the high  and infi provid o project g dthe facili-  wave of facilitics and more about
import content of data centre md nn:uluu: hbh-mup: elee-  ty'swater while
projects, hor Rldes Sing tricity approval remains conditional on  deeperlocal supply chains, mn;-r
A significant share of spending ‘Sm The utility said the pathway con local su dig#lluni.ws, more productive
goes :f l Johor's position at the centre of  reduce the normal 36-to-46-month Projects can also be directed  infrastructure and highervalue
seTvers, d oth I 's data centre boom is  connection timeline to about 12 towards reclaimed or other non-  technology sctivities.
specialised ulpmenl. much of :lnle!;r tied to Singapore, where  months, potable water sources, That will determine whether
which is not produced locally. land and power constraints have The scale of the challenge, Moody's said these require:  the mmml construction boom
This means part of the invest-  increasingly limited the scope for  however, extends connect-  ments could increase projectcosts - b i
ment leaks out of the domestic  new capacity. g indbvidunl Gacilities. and complexity, but would also cyd.eorl more durable source of
ecanamy through imports, Singapares ealier !Ebll‘l\‘.'linll‘ Moody's sald grid expunsion,  reduce competition with public  economic and credit gains for the
Mataysia and Si arerela-  on dat helped ks and the  water supplics and support the  country.

Provided for client's internal research purposes only. May not be further copied, distributed, sold or published in any form without the prior
consent of the copyright owner.




