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*Colocation inventory of U.S. primary and secondary markets.

Source: DatacenterHawk
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U.S. colocation inventory 
reached 29.0 gigawatts (GW) in 
Q1 2026, a 22% increase from 
23.7 GW at the start of the year 
and a 48% year-over-year (YoY) 
increase from 19.5 GW in Q1 
2025.

Despite record-breaking 
demand by users and occupiers 
alike, total capacity under 
construction recorded a 17% 
decline, falling from 1.34 GW in 
Q4 2025 to 1.11 GW in Q1 2026.

Inventory
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Colocation inventory of largest U.S. markets (MW) Markets with largest QTD inventory increases (MW)
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Austin posted the strongest inventory expansion among major U.S. colocation markets in Q1 2026, with 1,909 megawatts (MW) added. Dallas-Fort Worth 
ranked second with 914 MW, followed by Atlanta at 683 MW and Chicago at 526 MW. Northern Virginia maintains a commanding lead in overall market 
scale, totaling 6,485 MW of inventory, compared with 3,704 MW in Dallas-Fort Worth and 3,257 MW in Atlanta. Austin’s rapid growth stands out as the 
quarter’s defining shift, lifting the market to 2,558 MW of total inventory and reinforcing its emergence as one of the country’s most active data center 
growth markets.

Includes facilities that have delivered or have a committed tenant.
Source: DatacenterHawk
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Q1 2026 marked a significant step-up in U.S. colocation demand, with net absorption reaching 5.29 GW across tracked markets. Austin accounted for the 
largest share of activity, recording 1,909 MW of positive absorption during the quarter, followed by Dallas-Fort Worth at 912 MW. Atlanta and Chicago also 
remained among the most active markets, absorbing 683 MW and 538 MW, respectively, while Northern Virginia added another 480 MW despite already 
being the nation’s largest colocation market. This absorption underscores the continued broadening of demand beyond traditional core markets, with 
high-growth power markets such as Austin and Dallas-Fort Worth capturing an outsized share of new activity.

Source: DatacenterHawk

Absorption

Colocation net absorption (MW) Highest net absorption markets (Q1 2026)
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Vacancy rate by quarter Lowest vacancy markets (Q1 2026)

Top 12 North American markets; includes all  facilities that have delivered or have a committed tenant.
Source: DatacenterHawk

U.S. colocation vacancy remained exceptionally tight in Q1 2026, declining to 1.2% and continuing the downward trend seen over the past several years. 
Austin recorded the lowest vacancy rate of any major market at just 0.14%, followed by Salt Lake City at 0.18% and San Antonio at 0.20%. Northern Virginia 
also remained highly constrained, posting a 0.33% vacancy rate despite maintaining the largest inventory base in the country. With available capacity 
limited across both core and emerging markets, tenants continue to face a highly competitive environment, further reinforcing the need to secure power 
and capacity well in advance of future requirements.

Vacancy
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Source: DatacenterHawk

Retail colocation pricing remained largely stable in Q1 2026, with average asking rates holding near the elevated 
levels reached in 2024 and 2025. Wholesale pricing continued to move higher, with both the low and high ends of the 
average range increasing to roughly $145/kilowatt (kW) and $200/kW, respectively. The continued upward movement 
in larger-scale requirements reflects sustained demand for available capacity, limited vacancy, and ongoing pressure 
on power-constrained markets.

Lease pricing
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Total commissioned power in Austin surges 294% in Q1 2026

Austin has witnessed historic growth over the last 12 months, with the largest increase taking 
place in Q1 2026 after 1,909 MW of new capacity was commissioned across the market, 
equating to a 294% quarter-over-quarter (QoQ) increase from 649 MW in Q4 2025. Austin 
continues to bolster itself as a major colocation market. Established players in the market, 
including SB Energy, Rowan Digital Infrastrucutre, and Skybox Datacenters, have absorbed 
90.2% of the 2,558 MW of commissioned power in the area.

Source: DatacenterHawk
Avison Young Market Intelligence

Market highlight: Austin, TX
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Closed January 2026

Accenture signed an agreement to acquire 
a majority stake (65%) in U.S.-based AI data 
center engineering and consulting firm 
DLB Associates, expanding Accenture's 
end-to-end data center capabilities. 

Announced March 2026

Ecolab announced a ~$4.75B cash 
acquisition of KKR-backed CoolIT Systems, 
a pure-play liquid cooling company serving 
major hyperscalers with CDUs and direct-
to-chip technology. Expected to close in Q3 
2026, the deal doubles Ecolab's 
addressable market in high-tech from $5B 
to $10B.

Closed March 2026

Trane acquired LiquidStack, a Texas-based 
liquid cooling specialist, building on a 
minority stake it had held since 2023. The 
deal adds direct-to-chip and immersion 
cooling to Trane's data center thermal 
management portfolio and closed just 
three weeks after announcement.

Private credit has become a significant 

source of funding, as institutional investors 

seek to increase their data center exposure. 

This has expanded the capital stack for 

developers and operators, helping fund 

larger, power-intensive projects amid rising 

construction costs and sustained demand 

from AI, cloud, and colocation users.

Private credit

There has also been notable increases in 

Asset-Backed Securities (ABS) and 

Commercial Mortgage-Backed Securities 

(CMBS) originations to help bridge the 

funding gap for both new developments 

and the acquisition of existing assets.

ABS/CMBS originations

Securing power grid capacity is now a non-

negotiable requirement to successfully get 

new projects off the ground. Investors 

underwriting new projects are now 

requiring power be ready when 

development begins, instead of later in the 

process as was common in previous data 

center buildouts.

Power first

Community support has become a major 

barrier to entry for developers looking to 

expand into emerging markets. Community 

acceptance is a critical component for new 

projects, even after securing funding and site 

entitlements.

Community support

Capital markets trends Major M&A deals
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Typical data center cap rates

Note: Typical cap rates are not necessarily averages of all market transactions. 
To handle small sample sizes, we have made adjustments to remove outliers 

and/or correct for deal nuances that may impact cap rates. 
Source: Avison Young Market Intelligence

Cap rates showed renewed 
upward movement from 2025 
into 2026, with powered shell 
assets rising more noticeably 
after holding flat the prior year. 

As of Q1 2026, powered shell 
cap rates have risen to 5.3%, 
driven primarily by the rise of 
Neocloud tenants with weaker 
credit profiles. Turnkey assets 
remain higher at 6.3%, reflecting 
the continued premium 
investors’ place on stabilized, 
income-producing facilities.

Cap rates
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Looking 
ahead and 
additional 
trends
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New, large-scale data center campuses are 

slated to utilize hundreds of megawatts, 

with some planning to use multiple 

gigawatts of power to meet growing 

demand for hyperscale deployments.

Large scale projects are evolving

A spike in demand for the skilled labor 

needed to build data centers has led 

project managers to bring in labor from 

other markets to meet development 

timelines.

Shortage in skilled labor

The outward push of new development 

from established markets continues, as 

developers and operators seek larger 

sites, higher power capacity, and less 

community pushback.

Outward push

Resistance from communities has become a 

headwind that cannot be ignored for many 

projects. In some communities, reducing 

project confidentiality has proven to be a 

useful strategy by giving residents a 

transparent view of scopes and implications.

Community pushback

The industry continues to advance in data-

center design, not only in chips — but in 

deployment as well. The emergence of 

Neoclouds allows users to scale without 

physically owning hardware.

Investment in the sector is expected to 

increase even further to support the 

necessary build out of additional 

compute capacity required to meet the 

ongoing rise in demand for AI. 

Rising investment

Looking ahead

New build designs
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FTAI Power converting 
CFM56 turbines

FTAI Aviation recently announced FTAI 
Power, a dedicated platform that converts 
retired CFM56 jet engines into power-
generating turbines. The jet engine is 
widely used across the global aviation 
sector and known for its reliability, 
compatibility, and efficiency. 

Target users are large-scale AI and cloud 
data center facilities, typically operating at 
Tier 3 and 4 uptime levels. The retrofitted 
engines — powered by natural gas — can 
produce 25 MW per unit, giving users the 
ability to scale up or down as power 
requirements change.

Multiple states have announced plans to expand natural gas capacity as demand reaches record 
levels. Texas leads in both active and planned development of new gas capacity, with 57.9 GW 
slated to enter the market over the next few years. 

Gas-powered turbines have emerged as a solution to fill these gaps in grid capacity, especially for 
existing data centers tied to the power grid that need more power capacity in a short period of 
time.
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7.9 GW

7.3 GW
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Louisiana
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Planned gas-powered capacity (H2 2025)*

Expanding U.S. natural gas capacity and 
emerging turbine solutions 

*Announced, pre-construction, and under construction
Source: Global Energy Monitor
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CoreWeave has neoclouds deployed 
across multiple markets, including New 
Jersey and Texas. These dense clusters 
mainly consist of liquid cooled H100/H200 
NVIDIA GPUs, with the ability to upgrade to 
NVIDIA next-gen GPUs as they are 
released.

Lambda has deployed GPU clusters in 
Nevada and Texas, utilizing a broad range 
of NVIDIA chips, including A100, H100, 
H200, A6000, GH200, and GB200/300. 

Crusoe Cloud has neoclouds deployed 
near renewable energy hubs, utilizing 
energy-optimized scaling with NVIDIA 
H100/H200 chips.
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Neoclouds

Neocloud GPUaaS revenue by workload: 2025 to 2030

Revenue (US$)

Neocloud deployments

Source: ABI Research (MD-NEO0101)

Neoclouds (also known as GPU clouds) have emerged as a response to the sharp rise in demand 
for GPU intensive workflows, like AI training and inference. Typically marketed as GPU as a 
Service (GPUaaS), they can comprise of thousands of GPU units bundled together with the ability 
to scale in real time as needed. More cost effective than generalized hyperscale solutions, GPU 
clouds provide a similar compute performance as on-premise units. As they support rapid 
provisioning, they are best for bare-metal or near-bare-metal performance, high-throughput 
networking, and provide simpler and clearer pricing.

Neoclouds have become a development trend among data centers, as they are essentially AI-
optimized capacity buyers/developers. They are driving demand for high-power density, robust 
interconnect fabrics, and scalable-power sites with shorter delivery timelines, often using 
modular/prefabricated builds and colocation/wholesale deployment strategies.
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Sources: McKinsey & Company: The next big shift in AI 
workloads and hyperscaler strategies 

Business Insider: Gruve raises $50 million to solve what 
its CEO calls AI's biggest problem: power

Gruve, an AI infrastructure and services 
startup, recently raised $50 million to 
combat the growing power constraints 
facing AI inference workloads. The 
company partners with colocation 
operators, such as Lineage and Open Colo, 
to create what it calls an Inference 
Infrastructure Fabric. 

By combining already-deployed power 
capacity across major metro markets with 
software that routes AI inference requests 
to the best available site, this solution 
optimizes latency, cost, and power 
availability.

Many industry experts believe AI will represent a significant share of a data center’s overall 
workload, and in some cases the majority. As more AI models transition from training to 
inference, the demand for low-latency edge deployments has shone a light on how data centers 
are truly being utilized. While traditional workloads still account for most AI data center capacity, 
AI inference is on track to overtake training as the primary workload, representing over 50% of 
total AI compute and 30-40% of overall data center demand.

This next evolution in data center workloads is forecasted to drive supply and power capacity 
from 30 GW in 2025 to more than 90 GW by 2030, reflecting a 22% compound annual growth rate 
(CAGR). Power demand isn’t expected to slow in the short term, as more large language models 
(LLMs) continue to evolve from training to inference workloads. 

Finding the balance between power 
intensive and low-latency workloads

As developers plan for future demand, it is 
critical to consider how AI workload will 
change, and specifically how the power 
required for these workloads will change. AI 
training benefits from the massive amount 
of power hyperscale data centers can 
provide at a moment’s notice, with less 
importance around latency and user 
interaction. AI inference views this 
differently as low latency is essential to 
successfully deploying AI inference 
workloads.

AI training → AI inference

AI inference as a percentage of total 
AI compute capacity

AI inference is on track to overtake training as 
the primary workload within AI data centers, 
representing over 50% of total AI compute 
and 30-40% of overall data center demand.

50%+

Gruve raises $50 million to help 
close the gap in power as AI shifts 
from training to inference
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Sources: Data Center Dynamics, American Tower reports revenue growth of 

7.7%, fueled by telco upgrades and data center growth, October 29, 2025.

As AI applications shift from cloud to real-time environments, edge computing is becoming a 
major growth driver for data centers. The rollout of 5G standalone networks is fueling demand 
for regional, smaller, and mid-scale facilities located closer to end-users, enabling ultra-low 
latency for workloads including autonomous vehicles, industrial automation, and the expanding 
Internet of Things (IoT).

Telecom providers and digital infrastructure firms are expanding partnerships to deploy 
distributed edge nodes at network aggregation points. These facilities support AI inference and 
regional data replication, easing bandwidth strain on hyperscale hubs and improving response 
times. The next phase of growth will focus on AI inference at the edge, where GPUs and 
specialized accelerators are embedded within telecom infrastructure to process data in 
milliseconds, bringing compute power closer to the user than ever before.

Edge data centers

In Q3 2025, American Tower reported 7.7% 
revenue growth, driven by robust 5G network 
upgrades and surging demand in its CoreSite 
data center portfolio, where property 
revenue rose 14% YoY. The company 
highlighted record leasing activity from AI-
related workloads, including inference, 
machine-learning, and GPU-as-a-service 
deployments. 

Beyond CoreSite’s 30 U.S. facilities, American 
Tower is expanding its Access Edge program 
with small data centers co-located at tower 
sites in cities such as Raleigh, Austin, and 
Atlanta, positioning the firm to capture low-
latency AI and hybrid-cloud demand at the 
network edge.

American Tower: edge expansion 
and data center growth
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As data center development accelerates, delays in power generation and transmission from local 
utilities have become a major constraint, limiting scalability and delivery times. In response, 
developers are increasingly pursuing self-generation and behind-the-meter solutions, such as on-
site microgrids, to maintain control over power timelines and mitigate grid dependency. Though 
capital-intensive, these systems allow operators to scale power on their own schedules rather 
than wait years for utility upgrades.

Many operators are integrating renewable sources, including solar, battery storage, and fuel cells, 
to align with ESG goals while improving reliability. At the same time, natural gas generation is 
emerging as a practical near-term bridge solution. In power-constrained markets like Texas, Ohio, 
and Pennsylvania, abundant gas resources and existing pipeline networks make on-site 
generation a cost-effective and scalable alternative to traditional grid supply.

On-site generation

In October 2025, Brookfield and Bloom 
Energy announced a $5-billion strategic 
partnership to develop next-generation AI 
factories: data centers designed to 
integrate compute, power, and 
infrastructure from the ground up. The 
agreement makes Bloom Energy the 
preferred on-site power provider for 
Brookfield’s global AI developments, 
marking the first investment under 
Brookfield’s new AI Infrastructure 
strategy.

The partnership will deploy Bloom’s 
advanced fuel cell systems to deliver 
scalable, low-carbon on-site power that 
can operate independently from the grid. 
Together, the companies aim to 
accelerate AI infrastructure delivery in 
power-constrained markets.

Brookfield and Bloom Energy: 
$5B AI-infrastructure partnership
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Source: IDC Global DataSphere Forecast, 2024-2028 

Digitalization of demand drivers

The global datasphere — data 
that was created and replicated 
worldwide — is growing rapidly 
and is projected to double from 
2025 to 2028. 
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AI and machine learning (ML) necessitate 

the collection, storage and computation of 

massive data sets.

Artificial intelligence (AI) 

The training, inferencing, and retraining 

of robots and AVs create large 

quantities of data.

Robotics and autonomous 
vehicles (AVs)

Existing technologies require more data 

as sophistication increases (e.g., photo 

file size).

Advancing technology

Increasingly more enterprises are shifting 

data storage and computation to cloud 

and hybrid solutions.

Cloud storage and computing 

Previously “dumb” devices 

are now connected and 

generating data.

Enhanced mobile connection speeds have 

enabled new use cases that rely on quick 

communication with edge data centers, 

driving demand for these facilities.

5G connectivity

Digitalization of demand drivers

Internet of things

Several new technologies have the potential to consume significantly more data than typical applications today, including:
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For more market insights and information visit avisonyoung.com

For more market insights and 
information visit avisonyoung.com
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