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Government/GSA to Become More Dominant Tenant in Data Center Deals
The precise identity of data center tenants should increasingly drive 
collateral performance and relative value across data center ABS and 
CMBS deals. As the data center sector matures, several trends coalesce to 
accentuate differences across tenants. Notably, Federal agencies are poised 
to become prevalent users of commercial data centers. Congress has directed 
the Federal government to shift away from mostly using federally owned-
and-operated data centers.1 Federal and government agencies currently 
appear to account for a small portion of the tenant roster in data center 
deals. For example, federal tenants comprised 1.05% of the tenancy in BX 
2023-VLT2, and a mere 0.4% in BX 2024-VLT4 (Figure 1). In turn, in many data 
center ABS deals we have not seen any references to government tenants in 
deal documents or tenant summaries.

In contrast to the expected pickup of government leasing demand, large hyperscale tenants may 
reduce their demand. Current large tenants such as Meta/Facebook, Google, and Amazon are 
looking to own their properties, rather than lease capacity.2 All told, the makeups of data center 
tenant rosters stand to see changes.

1  The direction appears in the Federal Data Center Enhancement Act of 2023, part of the National Defense Authorization Act (NDAA) for Fiscal Year 
2024
2  “Data Centers: Performance Wrinkles to Test Operators’ Role,” Securitized Products Special Topics, Academy Securities, February 21, 2024

Figure 1. Data Center Deals Tenant Sector/Type Breakdowns

Source: Deal Documents, Presales, and Academy Securities

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DC_Operator.pdf
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Tenant Rosters Generally Shrouded in Secrecy
Data center ABS and SASB deals typically do not disclose tenant identities. Deal documents 
and presales provide tenant and lease summaries laden with “confidential” entries. Comparable 
lease or sales activity information that deal disclosures provide will also be cloaked in secrecy. 
Anecdotally, the word “confidential” appeared 92 times in a presale of the recently issued $687.1 
million CONE 2024-DFW1. The top-10 tenants of the 136-tenant roster of the underlying data 
center in Carrollton, TX, were labeled “customer 1” through “customer 10”. To be sure, DFW1’s 
disclosure is hardly an exception compared to other data center deal documents we reviewed. 
Still, the deals provide wealth of information aside from tenant identities, including detailed lease 
terms, rollover schedules and so on. Some SASB deals do disclose their tenants. One example is 
the $319 million JPMCC 2022-DATA (Google is the single tenant in the Sterling, VA, data center 
backing the deal).
Interestingly, many conduit data center loans show the identity of their top tenants. This 
provides investors with some visibility into the tenant rosters of securitized data centers. Amazon 
dominates by far the data center tenant data we compiled across conduit loans (Figure 2). Still, 
some of the data may not reflect typical commercial data center tenants. For example, State 
Farm, the second largest tenant in Figure 2, shows up because it is a tenant in the $80 million 
State Farm Data Center (CD 2017-CD3 and BBCMS 2017-C1). The loan is backed by State Farm’s 
enterprise data center in Olathe, KS, that the insurer constructed in 2016 and then sold to the 
borrower in a sale-leaseback transaction the following year. The borrower is ultimately owned 
by a collection of family trusts and multiple other investors. It is not a data center operator.3 In 
contrast, some data center operators can show up as tenants in data center loans. One example 
is Flexential, the only tenant in the $37 million Global Data Center (in UBSCM 2019-C17 and BANK 
2019-BN21). Flexential is a data center provider in secondary markets. Aside from its tenancy in 
conduit loans, Flexential has also sponsored data center ABS issuance.

3  “Data Centers: A Strong Segment Juggles ABS and CMBS,” CMBS Credit Focus, Academy Securities, October 4, 2022

Figure 2. Data Center Conduit Loans Top Tenants

Source: Morningstar Credit and Academy Securities

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DataCenters.pdf
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Government Tenants Introduce Unique Performance Drivers 
The increasing presence of government tenants in securitized data center properties we 
expect introduces a few unique underwriting and performance angles. For example, we see 
lower termination risk for leases in data centers that are considered “mission critical” for their 
government tenants. This echoes our view on government office leases in specialized locations. 
General Services Administration (GSA), the federal agency that leases space for the government, 
has been stressing the importance of securing long-term leases on specialized facilities. GSA is 
unlikely to terminate such leases even amid agencies’ focus on remote work and reduction of real 
estate footprint.4

GSA commitment to critical data center facilities is reflected in deal commentary on loans that 
already have government tenants. For example, GSA is the largest tenant in Liberty Park at Tysons 
($45 million, BBCMS 2022-C18), a 190K sf mixed-use property in Vienna, VA, that includes 55K sf 
Tier III / IV data center. GSA has been in occupancy since 2006, making substantial investments 
exceeding $85 million in infrastructure, security, and redundancy enhancements, especially in 
the data center component. GSA recently renewed their lease through January 2036, with no 
termination options.
In the same vein, investors may see federal-only data centers, as commercial operators look 
to accommodate new government leasing demand, that is dependent on addressing security 
risk. Federal agencies may not be interested in existing data centers that only meet basic security 
requirements. For example, commercial colocation data centers house multiple companies and 
may include foreign entities considered adversarial to U.S. interests. Interestingly, rating agencies 
alluded to the presence of TikTok in a data center portfolio as a potential weakness. President 
Biden signed the 21st Century Peace Through Strength Act, back in April 2024. The Act requires 
ByteDance (the Chinese parent of TikTok) to divest its U.S. operations by January 19, 2025, or face 
a nationwide ban after that date.

4  “Government Tenants: Short Termination Notices and Specialized Properties,” CMBS Credit Focus, Academy Securities, March 28, 2022

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_GSA.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.

©Academy Securities, Inc.


