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Financing Europe’s Digitalization: Current market trends and
opportunities
Key takeaways from the Prime Digital Infrastructure Round Table
Executive Summary
•

Steady increase in consumption of internet services has
been further accelerated by the COVID-19 pandemic

•

Massive growth of the digital infrastructure sector
during the last 2 years, with market share reaching 15%
globally and 23% in Europe – reflecting a 12PP
increase in the European market since 2019

•

•
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Incumbent internet service providers (ISPs) see
increasing
competition
–
especially
in
the
suburban/rural fibre market. Big infrastructure sponsors
enter and consolidate the capital intensive digital
infrastructure market, selectively teaming-up with
incumbent ISPs.
ESG becoming increasingly important, as digitalization
effects the market with new challenges, e.g. high
energy consumption as well as the inclusion of rural
and sub-urban areas in nation’s roll-out and
connectivity plans
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The European Digital Infrastructure Market
Society’s hunger for internet services has been further
accelerated by the COVID-19 pandemic, as stay-at-homedirectives caused a sharp increase in data consumption
through teleworking, remote studying, and intensive use
of video content and high definition streaming.

In the last 6 months of 2021, a trend away from traditional
Tier I FLAPD markets (Frankfurt, London, Amsterdam,
Paris and Dublin) towards additional Tier II markets, incl.
Oslo, Copenhagen, Berlin and Lisbon, could already be
observed.

However, the necessary infrastructure to offer
comprehensive access to high-speed connections that are
able to accommodate current and future data-demand
does not exist yet.

In contrast to fibre access in
European
metropolitan
regions,
the
state
of
household-access to fibre
networks is still scattered
across
Europe,
as
the
penetration of Fibre-to-theHome/Building
(FTTH/B)
access varies widely across
leading European nations.

Thus, the demand for fibre networks roll-out will continue
to grow. Directly linked to the roll-out of fibre is other
digital infrastructure, mainly data centres. Where data
centres are the warehouses of information, the transport
logistics and speed of such is dependent on fibre
connectivity.

Our view on the subsector is both positive on
the short- and on the
long-term. We expect
increasing activity in
Tier II markets as well
as further consolidation
leading to increasingly
larger transactions.
Phillip Hall, MUFG

With the expansion of hyperscalers such as Microsoft,
Facebook or Google and other market participants,
planning on operating new data centres across Europe,
corresponding fibre demand is inevitable.
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The Nordic countries are amongst the nations with the
highest Fibre-to-the-Home (FTTH) penetration worldwide.
In 2021 Sweden had an FTTH/B penetration ratio of 67%
and is expected to reach a ratio of 79% by 2026.

The FTTH Council Europe, however, forecasts the German
market to grow tremendously until 2026, with FTTH
coverage increasing to 33m households (78%) and
subscription rate growing to 60%.

Similar to Sweden, the FTTH market in Norway and
Denmark has been growing with a compound annual
growth rate (CAGR) of 13% between 2017 and 2020. It is
expected to continue growing by 7% until 2025 reaching
similar penetration ratio levels as in Sweden.

The different stages
of maturity of the
FTTH market across
European
countries
offers a variety of
different
financing
structures. As such,
e.g. in Germany major
greenfield fibre rollout
deals
with
corresponding
construction
phase
drawdowns are still
coming to the market.

In contrast to the
Nordic countries,
Germany has been
rather
slow
in
adopting a more
rapid expansion of
networks with high
bandwidth
capacity.

The activity in the fibre sub-sector
remains high, with a strong
pipeline of greenfield assets still
coming to market to meet national
roll-out plans. Especially rural
areas are in focus of and thus
benefitting
from
recent
transactions in Germany and
France.
Stefan Futschik, PCAG

At the end of 2020 54% of the German population had
access to bandwidth of up to 1 Gigabit per second
through cable coverage and 15% via fibre coverage. In
terms of FTTH coverage, Germany lacks far behind the
European average of 44% with only 15% of households
covered (rural areas 10% vs. 22% European average). The
FTTH subscription rate (homes actually connected) is with
8.4% in 2021 also behind the European average of 21%.
FTTH Penetration by Country
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The “shift” to brownfield deals is
a
logical
consequence
of
previous greenfield projects
coming to the market for
refinancing, after the majority of
construction has been finalized.
This provides an interesting
market
opportunity
for
institutional investors, especially
with regards to risk mitigation
as well as capital deployment.
Stefan Futschik, PCAG

On the other hand, refinancing of previous greenfield
transactions in the form of term loans in combination with
additional Capex lines for further roll-out can be seen in
more mature markets, such as the Netherlands or Nordic
regions.

ESG Profile of Digital Infrastructure Assets
The internet, communication and telecoms sector is a key
sector for climate change mitigation since data sharing,
storing and processing are highly energy intensive.
Furthermore, communication technologies and devices
proliferate on a global basis, with data consumption
increasing steadily.
Telefónica’s joint venture,
Unsere Grüne Glasfaser,
aims on deploying energy
efficient fibre technology
with a focus on rural and
sub-urban
areas
in
Germany, contributing to
environmental and social
sustainability.

FTTH Penetration 2026E
European Average Penetration
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Albert Graf,
Germany

While fibre technology is
an
energy
efficient
upgrade compared to
coax/ copper, roll-out of
new fibre connections
additionally
promotes
social sustainability by
increasing accessibility of
modern
infrastructure,
especially in rural areas.

Telefónica
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However, increased demand for high-performance data
centres has also led to significant increases in energy
consumption to power the devices that provide these
services.
Data Center – Share of total energy
consumption by component
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A study by the European Commission shows that in 2018
the energy consumption of EU data centres was 76.8
TWh, which represents 2.7% of the total energy demand
in the EU, and expects the consumption to reach 98.5
TWh by 2030, an increase of 28% (3.2% of total expected
energy demand in the EU in 2030). Breaking down the
energy use of data centres by operational components it
becomes clearer where most of the consumed energy is
used. Approximately 86% of the energy consumed is used
by the servers and the cooling system that prevents
components from overheating.
Although, the energy consumption is relatively high, data
centres have never been more efficient. While the
computing performed in data centres has increased by
550% between 2010 and 2018, the amount of energy
consumed increased by only 6% during the same period.
The concept of energy reuse efficiency (ERE) is another
way for data centres to become more ESG conform. ERE
is giving data centres the opportunity to become energy
suppliers, not just users. Utilizing waste heat, data centres
can reject heat from server halls into district energy
systems for reuse. This concept has already been
implemented in the Nordics, where Stockholm’s Data Park
is aiming to heat 10% of the city by 2035 reusing its waste
heat.
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However, the largest lever towards sustainability is the
source of energy used in the data centres. Big Tech
companies such as Alphabet and Meta (formerly
Facebook) are the largest corporate buyers of renewable
energy. Both are currently committed to reach carbon
neutrality by 2030. Amazon, which was the largest buyer
of PPAs in 2021 with 1.8GW linked to renewable energy
projects (30% of total European PPAs), is aiming to use
100% renewable energy for its data centre operation by
2025 and reach carbon neutrality by 2040.
This excess demand for PPAs is creating a market that is
attractive for project financing and investments in the
renewable energy sector due to reliable, long-term
visibility on revenues.
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Disclaimer:

The information and opinion contained in this document (hereinafter “Information”) is provided only for information and advertising
purposes, and is not construed as a solicitation or an offer to buy or to sell any securities or financial instruments in any jurisdiction
whatsoever. It does not constitute an official confirmation, invitation, solicitation or offer to subscribe for or purchase or sell any of the
products or services of Prime Capital AG, Frankfurt am Main. No investment decision should be made on the basis of this document. The
Information contained herein may not be complete and may not contain all relevant material information related to any (financial) instrument
presented. No representation or warranty is made or implied concerning, and Prime Capital AG assumes no responsibility for, the accuracy,
completeness, reliability or comparability of the information contained herein relating to third parties.
The Information contained in this document was obtained in good faith from sources considered to be reliable, but its accuracy,
completeness, reliability, or comparability is not guaranteed or otherwise warranted or represented by Prime Capital AG. Specifically, the
Information contained herein has been obtained from third party sources, which is based solely on publicly available information. Prime
Capital AG makes no representation, express or implied, as to the accuracy, correctness, suitability or timeliness of such data. In particular,
Prime Capital AG is not obligated to update information provided in this document or to delete obsolete information from this document.
The information provided in this document may change at any time without prior notification. As a result, information once published in this
document may not be understood to mean that matters have remained the same since publication or that the information is still up-to-date
following its publication. The validity of the information is limited to the point in time of their being issued and may change based on market
developments.
This document and the Information contained herein is confidential and intended only for the person to whom it has been provided and
under no circumstance may a copy be shown, copied, transmitted, or otherwise given to any person other than the authorized recipient
without the prior written consent of Prime Capital AG.
The content of this document is protected by intellectual property rights owned by Prime Capital AG. The reproduction, transmission
(electronically or by other means), linking, alteration, storage, archiving or other uses for public or private use of information or data, in
whole or in parts, in particular, the use of texts, portions of texts or images requires the prior consent of Prime Capital AG. In particular, you
are prohibited from:
i.
copying this document in whole or in parts (whether by printing them on paper, saving them to a file or otherwise);
ii.
removing, changing or otherwise making the content of this document incomprehensible or using the material contained on
this document in a manner other than intended in these legal notices and terms of use;
iii.
using this document or the information it contains for unlawful purposes.
The Information provided herein is not taking into account any particular person’s objectives, financial situation or needs. Investors should
before acting on the information provided in this document, consider the appropriateness of the information having regard to their
individual objectives, financial situation or needs.
Please bear in mind, that any forward looking statements re targets and achieving such targets is subject to unexpected risk and
uncertainties and can not be guaranteed in any way.
Privacy:
Prime Capital AG is committed to protecting your privacy. The types of personal information we collect about you depends on the
relationship with us. They include (i) your personal contact details such as name, title, postal addresses, email addresses and telephone
numbers, (ii) the company you work for and your position, (iii) identification and background information we may collect about you as part of
our business acceptance procedures, (iv) technical information such as information from your visits to our website or relating to the event
invitations, updates, marketing material, and other communication we send to you electronically, (v) your communication preferences
regarding marketing materials or (vi) any other personal information you provide to us during your relationship with us, such as dietary
requirements, any physical disability and your views and comments.
They ways in which we collect personal information about you may include the following: (i) in the course of our business acceptance
procedures, (ii) through your general use of our website. In particular, we collect personal information about you if you complete forms on
our website and if you send emails to firm personnel, (iii) through your responses to our emails asking that you confirm and update
information we maintain about you, or that you provide your consent for us to communicate with you, or (iv) through information you may
provide to representatives of our firm at conferences or similar events.
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