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No Longer Niche, Data Center Deals Offer Diverse Exposures
The flurry of data center issuance YTD, which included first-time issuers such 
as CyrusOne and TierPoint, underscores many similarities, and a handful 
of differences, between ABS and CMBS transactions in the segment. The 
steady stream of deals could also fully establish data centers as a near-core 
exposure for securitized portfolios, regardless of the issuance vehicle (REMIC 
or a master trust). 
The market saw 12 data center deals so far this year, with a total outstanding 
volume of $6.1 billion (Figure 1). This compares to a much more subdued 
issuance in 2022, that totaled $1.5 billion.   

Figure 1. Data Center ABS and CMBS Issuance and Spread Levels

Note: Spreads are relative to Treasuries for fixed-rate deals and discount margin for floating-rate deals (labeled with FLT)
Source: Bloomberg and Academy Securities
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Some ABS and CMBS Deal Distinctions Fade
A review of the 2023-vintage data center deals suggests the following:

•	 Data center types. Several DC ABS deals in 2023 featured wholesale data centers, 
extending a seemingly counter-intuitive exposure we observed in earlier deals. Data 
center ABS securitizations aim to put emphasis on the strength and experience of the 
operators, rather than mostly on the building economics. As such, we would expect 
to see mostly retail colocation properties in ABS deals, as we discussed in a previous 
report.1 But the ongoing inclusion of wholesale data centers in deals such as VDC 
2023-1 continues to blur some of the distinctions between ABS and CMBS DC deals.

•	 Primary and secondary markets. The collateral diversity across the DC ABS deals 
offers investors a variety of geographic exposures. Data centers properties traditionally 
benefitted from clustering, or geographical concentration, similar to a few other CRE 
segments including life science. Northern Virginia is the dominant data center cluster, 
boasting >50% of the data center development in the U.S. Investors may have a 
preference on getting exposure to established, proven market. The Northern Virginia 
data center could also benefit from fresh tailwinds for operators. Notably, Dominion 
Energy stated in mid-2022 that it would not be able to provide expected power to 
some new data centers in the area, thereby limiting new supply and providing 
operators leverage in lease negotiations. In turn, some DC deals include exposures to 
secondary markets such as Central Washington (SDCP 2023-1) or San Antonio (Cyrus 
2023-1). This provides investors with exposure to markets with growth opportunities 
and potentially muted supply.

•	 Number of properties. DC deals vary on the number of properties backing the deal. 
ABS deals can feature a relatively large number of properties, ranging from six (SDCP 
2023-1) to 31 (TPDC 2023-1). This puts the emphasis on pool-level parameters and 
average levels. In contrast, CMBS deals can feature very few properties, heightening 
the focus on property-level underwriting and concentrated exposure. For example, 
the just-priced $990 million DC 2023-DC has exposure to only two data centers in 
Northern Virginia. Interestingly, this does show the DC ABS and CMBS deals can differ 
in their number of properties, but still have exposure to similar sub-markets.

1  Data Centers: A Strong Segment Juggles ABS and CMBS, Securitized Products Special Topics, Academy Securities, October 4, 2022

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DataCenters.pdf
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DataCenters.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_FRESB.pdf
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https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Rent_Regulation.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics.pdf
https://academysecurities.com/wp-content/uploads/SP_Special_Topics_SeniorHousing.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit-Focus_20220412.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Special_Topics_Sanctions-1.pdf


Data Centers: Takeaways from 2023-Vintage Deals

4

CMBS Credit Focus:

WODRA: Bond Cashflows Under Stress in Post-Mod Advance Recovery

Securitized Mezz: Workout Dynamics in Public Display

Dark Triggers: Nuances in Focus as Tenant Departures and Subleasing Pick Up

Upping Appraisals: Recovering Valuations Reverse Shortfalls

Non-Recoverable Advances: Unveiling a Rationale for a Key Decision

Excess Cash Allocations: Probing Advances on Positive Cashflowing Loans

Release Prices: Cherry Picking Across Office Portfolios, Sometimes at a Discount

Mezz Loan Sales: A Potential Headache for CMBS Workouts

Equity Pledges: Hotel Bossert Spotlights Dual Collateralized Loans

The Road to Conversion: Consider Office Ground Leases and ARD Loans

Credit 2023: Advancing and Workout Approaches to Play a Central Role

Hotel Receiverships: Palmer House Hilton Spotlights Stabilization Efforts

Office Modifications: 285 Madison May Offer a Blueprint for More to Come

Triple-A Shortfalls: Destiny Spotlights Delayed ASERs Impact

Inflation-Resistant Leases: Rent Steps Offer Some Revenue Protection, though Not Much

Industrial Delinquencies: Don’t Happen Often, but Watch Closely When They Do

Hotel Reserves: Key Performance Driver after Pandemic-Driven Depletion

Government Tenants: Short Termination Notices and Specialized Properties

Mall Foreclosures: What to Track as Servicers May Shift Away from Modifications
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https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_625Mad.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2023.pdf
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https://academysecurities.com/wp-content/uploads/Academy_CMBS-Credit-Focus_2022-03-01.pdf
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Disclaimer

Although certain information has been obtained from sources believed to be reliable, we do not guarantee 
its accuracy, completeness or fairness. We have relied upon and assumed without independent verifica-
tion, the accuracy and completeness of all information available from public sources.

Views and opinions expressed are for informational purposes only and do not constitute a recommenda-
tion by Academy Securities for any purpose including buying, selling, or holding any security. Views and 
opinions are current as of the date of this presentation and may be subject to change, they should not be 
construed as investment advice.

This information discusses general market activity, industry or sector trends, or other broad-based busi-
ness, economic, market or political conditions and should not be construed as operational, research or 
investment advice. This material has been prepared by Academy Securities and is not financial research 
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law 
designed to promote the independence of financial analysis and is not subject to a prohibition on trading 
following the distribution of financial research. The views and opinions expressed may differ from those 
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling 
any securities. This information may not be current and Academy Securities has no obligation to provide 
any updates or changes.

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of 
the date of this presentation and are subject to change without notice. These forecasts do not take into 
account the specific investment objectives, restrictions, tax and financial situation or other needs of any 
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high 
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed 
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on 
assumptions, and are subject to significant revision and may change materially as economic and market 
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts. 
Case studies and examples are for illustrative purposes only.

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as 
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors 
cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by inves-
tors, and reflect those indices that the Investment Manager believes, in part based on industry practice, 
provide a suitable benchmark against which to evaluate the investment or broader market described here-
in. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance 
of hedge funds generally.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO 
ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.
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