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Greetings! 
 
I trust you are in good health and that business has
gone well so far in 2015. Hard to believe we are in the
final quarter for the year.

Market Cycles - are we at a turning point for the
European Colocation Industry?

This question is pertinent, as the last big industry
merger led to a massive rise in colocation prices (see
below)

We've had to devote a fair portion of our 60 page report
on the state of the London and M25 Colocation Report
to a discussion on the potential impact the Equinix bid
for Telecity will have on the London retail colocation
market.

Both Equinix and Telecity are big players in London;
Equinix the larger of the two has around 400,000 sq ft of
net technical capacity, mostly located on the Slough
Trading Estate and Telecity is slightly smaller at around
300,000 sq ft. Both companies also have significant
potential capacity available - Equinix has the second
phase of LD6 to come (and no doubt once that is
announced LD7 will be looming over the horizon) and
Telecity still has ample capacity at Powergate, with
scope for further development at Harbour Exchange,
their Docklands based network hub (and certainly the
jewel in Telecity's London crown as one of the leading
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London colocation ecosystems).

Working out the effective market share of the combined
entity, "Equicity" is something of an art form as it 
depends entirely on your definition of what to include in
"the market".   If you include all the colocation options
available in London, ie both retail and the large amount
of "wholesale" capacity, then Equicity's market share is
in the mid 20%'s. On the other hand, if you just look at
strictly retail only capacity, then you are into the 40%s, if
not the high 40%s. The bid is currently under review by
the European Commission and a decision on whether
or not to refer the bid for further investigation is due by
November 13th.  The extended review can take up to 90
days.  We understand Equinix have already offered to
dispose of seven Telecity sites in Amsterdam, London
and Frankfurt to help push the deal through.  If this
happens it will certainly make for some further
interesting activity in the market (eg which sites, who
will buy them etc), but the significant narrowing in
discount between the Telecity share price and the value
of the Equinix bid over the past few days suggests the
City thinks enough has been offered to push the deal
through.

In the meantime, whether or not the deal is allowed or
allowed with concessions, the significant consolidation
has prompted much thinking at Colo-X: as with the last
big industry merger (Telecity/Redbus back in Q4 2005)
will this deal also mark a significant market turning
point? The answer: it depends!

Telecity/Redbus 2005/6 - might be worth a quick
reminder what happened post this merger - essentially
former Redbus customers who were enjoying monthly
rolling contracts costing GBP£350 "per rack" per
month found their charges doubled over night in
March 2006 and indeed thereafter costs continued to
rise over the next few years to around £1000 per
month "per rack", a staggering 285% increase!
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Today we have two big operators combining their
capacity and instead of building new capacity
competing with each other, the likelihood is that they
will build less overall and obviously not compete, hence
the market impact should be fairly positive (from a
vendor perspective).  On the other hand, one of the
biggest factors which may help this deal go through, in
spite of the problematic market share, is the huge
growth in alternative sources of supply that we have
seen over the past few years.

If you look at the Colo-X data set for London included in
our 2015 report, we are now tracking 59 carrier neutral
colocation facilities in and around London.  19 of these
are "new entrants" ie a new operator in the market (eg
Datum, LDex or Everest) and 9 are"wholesale" facilities
(eg DRT, Virtus, Infinity) who now offer small scale retail
colocation. The range of options is therefore much
increased - nearly half of our list of London sites wasn't
available to retail buyers five years ago.

In terms of the overall market impact of the "Equicity"
deal, the issue is not only the fact that there a broad
range of options available in the market, its also that all
markets participants have a decent supply pipeline and
this is the really big difference compared to 2006 (the
time of the Redbus/Telecity merger) when the industry
was essentially "supply constrained".  Even with
Equicity perhaps building less sites post the deal, the
industry supply pipeline remains robust.

Its not hard to add the supply pipeline up. For example,
even in the Central London market, where its allegedly
meant to be hard, if not impossible, to expand
Telehouse North 2 is opening early next year, we have
further capacity to come at Telecity HEX, three further
floors of Volta still to come and then perhaps Infinity's
Here East site at Stratford.  Even without Here East, our
report shows there are many years' worth of supply
available in this part of the market at our estimated
demand levels. The picture is the same when we
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examine the whole London market, ie including the
M25, where for example we have of NTT/Gyron's new
30MW Hemel campus to come. So the supply picture is
likely to remain pretty good, certainly in the short term
and this will keep the balance of the market still in
favour of buyers, for now.

According to our figures, London colocation buyers
have seen average prices fall some 25% over the past
three years and in some respects I think buyers have
enjoyed a "golden scenario" of increasing choice,
competition and contract flexibility, especially from
some of the newer operators keen to establish
themselves. Given the continued strong investor interest
into the data centre industry (eg NTT's recent
acquisition of Germany's e-shelter or ST Telemedia's
investment into Virtus) it would appear likely that buyers
will continue to be well catered for.

What might question this "rosy" outlook though (from the
buyers perspective) would be further industry
consolidation, perhaps for example amongst the various
wholesale operators, some of whom have been quite
aggressive new participants in the retail colocation
market. There is also continued speculation in industry
circles of further deals to come (eg Interxion and DRT is
one oft mentioned transaction, following on from DRT's
recent acquisition of US based Telx) and indeed some
of the UK based consolidators might still be looking at
some of the smaller less well established sites - Pulsant
for example has through numerous acquisitions become
one of the biggest UK colocation operators over the past
few years.

If corporate activity were to continue, it is not impossible
to see that the enthusiasm for new clients from some
operators may curtail a bit under new ownership, so
perhaps beginning to tilt the balance of power back
towards the vendors. Its not going to be an overnight
change - but if we were to look back in year or two's
time we may indeed see that a turning point may has

five year term 

Cage/POD options,
5kW per rack average

LEVEL3 Goswell
Road

8Amps racks @
£495pcm

To have your offers
included here or on

Colo-X please contact
us  on 

01483 892 048 

 
 
 

   
 

Our Twitter account is
the best way for us to

post quick market
updates, news and
also colo bids and

offers. Please do sign
up to follow our latest

items. 
 
 

    

  
 

http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuNcYYZCCPREyFbIJMuLG3WmrFHHwtvZ2xNJVrd0qIdezyaafX3wCTJiIOtpCjUi3P0PZB8qXCYHAOj01gdoBlpUELxTsumlp54Iaf5NzyVYsfI_LDpjm3ozW3rovbUubVHKxckM12HDNDYDWH79S3_uRzCl69iqLWK44mS8mfpmrVNNAV6JiYoTStVM6RrhgGr-nJ5re4pwBTg4AUW5302wgPbK5mgup5P0yQuAZjd2usrUu5BMHnAQhS9gv1HAbyQ==&c=&ch=
http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuODFBPFsg4ydRKHbMiG5ONTozCFx19FVkruPUEtyE-TUGi-ya8VwR28fm9MHXDI-tZ_iNwMyWMob-kRKhUWPwiOFlk1LrtJFSi2BQz_Q9kBrFMsIQ1_NWGj69WgDukvv8A==&c=&ch=
http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuL0nIDt1L8KC2-log9el77aF32h1gssvsK01J-nugEa8gMrSwCqjxUU4oJygRf98xPeyZrzF-vOWemFNYHw81Si_RH_PDevqNMxhmMVWtlODRDhRiAhbuc-cwbIse_nHOBJ-5lBVigfjZv4C6ufF0-csh5QqeMxdw6qCDY0HFrsipcTd4XlVy-kqzmXPfjZ3EMh8KT8kv9L69JlleA-4lVNcMab4c1AJ9D-aNRl7J3K-5LciXXJ64U3Lr1rsZp_cDZ90FKkG8DPqeNhGL1EpVEshCUVlR00sfg==&c=&ch=
http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuJFRYaSP6xcv-vRVxlLcM8PJgjZvqGBODlIz9V8cpHDcsWEWyMfQSxZyyti3L4YmuDuT0ghnkOcNZkdVNR5HV50uHfMOSXK8jBAmrcoS41Hkzr4Zxihf0QG7ydA-42EN5OwhgevqgPYJ&c=&ch=
http://visitor.constantcontact.com/email.jsp?m=1103498098520
http://ui.constantcontact.com/sa/fwtf.jsp?m=1103498098520&a=1119940421687&ea=


been reached, provided industry consolidation
continues.  On the other hand its also not impossible
that a consolidator might provide a stronger financial
platform for growth if a weaker competitor is acquired,
thus turning capacity that might not be delivered into
some that definitely will!

To summarise: colocation buyers have benefited from
the increasing range of colocation options in the market
over the past few years (a "golden scenario"). The
Equicity deal does represent significant industry
consolidation but on the other hand there remains a
long list of enthusiastic and high quality competitors,
thus on its own we don't expect to see much short term
impact on the market overall from the "Equicity" deal;
ironically its Telecity customers that might see the
biggest changes once the deal goes through. Should
industry consolidation continue though, its not
impossible the balance of power does begin to shift
back towards vendors, though our concerns on this are
balanced by the continued interest from new investors.

Looking forward, colocation buyers really need to start
thinking smarter about their deployments. The London
colocation market is the most varied and competitive in
Europe - nowhere else offers the range of sites that we
do and whilst we have some of the most expensive
colocation facilities in Europe we also have some of the
most competitively priced options available. Pricing in
the London market for retail customers is a high as
£450/kW month (including power) to under £200, quite a
range then. Smart buying allows users to access high
priced/high value ecosystems where required yet also
take advantage of the terrific rates available elsewhere.
Interesting times indeed.

Upcoming events in 2015/16:

  



I'm really pleased the "no frills wholesale networking
event" is coming to London for the first time, a format
that will be very familiar to carriers and colo operators
who used to attend CNX in Frankfurt.  By "colocating"
with DCD Converged in London Excel on Thursday
November 19th the event will gain strong momentum in
its first year.  If you are a carrier, colo operator and
service provider and interested in meeting other
wholesale operators please contact me for further
information and background or visit the event website.

Data Centre Dynamics - London at London Excel on
18th and 19th of November.
 
Colo-X friends and registered members can apply for a
VIP place today at 
https://www.eiseverywhere.co/124201?
categoryid=1205346
 using Voucher code - COLOX
 
 

Tim Anker
The Colocation Exchange

+44 (0)1483 892 048

http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuNcYYZCCPREyFbIJMuLG3WmrFHHwtvZ2xNJVrd0qIdezyaafX3wCTJiIOtpCjUi3P0PZB8qXCYHAOj01gdoBlpUELxTsumlp54Iaf5NzyVYsfI_LDpjm3ozW3rovbUubVHKxckM12HDNDYDWH79S3_uRzCl69iqLWK44mS8mfpmrVNNAV6JiYoTStVM6RrhgGr-nJ5re4pwBTg4AUW5302wgPbK5mgup5P0yQuAZjd2usrUu5BMHnAQhS9gv1HAbyQ==&c=&ch=
http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuA3_lvcz4KiSnCKOtA30c5vPCVwV1tavkOpaxZfplrnbkrmljDFaSm6XwGuaSoeapBz2cCSmTcCl6tm7oxfaSNmlvjCju1qrSXcOaZHRUHpnJnPsQZYRYLb9tMeRCoPQG1gm0Jl_zvWpoqMCXXWbKWI5aC0l4WN3MRk9kBFBLnete3h5nUH5W2Je_7LTbB8Oi8bjXU_v3TT5IE_zCxy-GfRy9whqn_WYiRgGwOZtKAu5CajMeSy-_BipvfwEUCaixGObFvV8AIJHG5KFhQTRS0Y=&c=&ch=
http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuNFJsaC8tUpNwiykjohjvqIjMzPU-mrKUUUYP40zg8IaucZRVnkvllNGaOkGQd1t9yh6VfDykUojRTEQCMSyaUzViRFD-wCgswitrp-olYz7aFdp5yRVSMYUx7GNrDGD-O4-DAJC6ueqDdsZRjZMbyWrASeV6kc3g4URmuUKKVKdX7ElIkwanliJgVDbITg5lKEx1HBs4w7DskvnLj3l2uvgnZGzC-PJZ1GSZ-lCq0UEpmx45nYkZ5NuytGvWrAE5g==&c=&ch=
http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuA3_lvcz4KiSDAHdIPUbQJYco9O7Fbi8SEU4z1IQgSsGZYJaUVa0aMDr5T8MLj6vwHKRlqQYGKGGCFP87umC4XLCHgmiemVvDoDEKk6Sgz6cBQ2tlfbRB8x6wWxARoc2fHM0L6jDmxAWozFD2qTcW5GjPeJyJ0itEIHd4xPzrCm0jyFWO3VUROVexnxizuJ11ntTapLOM1DtR1L2tDj3hpNTwTzs_Hu58eGV3nO6spoFbWkF84Q052WVkQpOUN4hAm_3vAxVP8JD1O1Fk6otuk4tRfqSgdkpwUQQ-Y_YY3XK&c=&ch=
http://r20.rs6.net/tn.jsp?f=001y1ltD-1ldJDzDiVwNHG-Es5HooYJqU2RTJRjSvwn_LiyjeQXwVNZuJFRYaSP6xcvy1UdMgovvhjyudvBLSdOeUTZlPYQdL6h8UKMCJ4usBhXNYr1nOqiFaHK5Ic5XKBRCF-4GrAPMUBo5jPTDbRGJZVSpCRxRXpXdQuWDnnYo65QyY-fDVgQqlYbo_XiEWvbXiuQEkoLz9pXvQd56UODX3CfBTy4dxzRZ-uxQHuKNkl7H9yu4X1xspaVmTNqHp_lqMeu_VH3w_X5VoVZcOxhO8EUJ38sV-RU1uUyrNMKaMQ=&c=&ch=

