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CLOUDING THE AI ERA
How power, demand 

and development                                                      
are reshaping                                    

valuations

You asked: 
How can investors fi nd opportunity in 
Europe’s next real estate cycle?Europe’s next real estate cycle?

We answered: 
By creating value through transformation.
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E X P E R T  C O M M E N T A R Y

Data centers often steal the headlines, but digital infrastructure is a broader  
asset class, says Matteo Colombo, head of digital infrastructure investments at L&G

For most of modern economic history, 
infrastructure has been defined by the 
assets that move people, goods and 
energy. Today, data deserves a place on 
that list. 

Every video call, online purchase, 
cloud-based application and artificial 
intelligence prompt depends on an 
increasingly complex network of phys-
ical assets. 

These assets make the transporta-
tion, processing and storage of infor-
mation possible. 

The digital economy is not a virtual 
concept. In fact, it depends on tangible 
infrastructure, such as data centers, 
fiber networks and telecommunica-
tions towers.

Mission critical
The importance of these assets is being 
recognized at the highest levels of 
government. In September 2024, the 
UK classified data centers as critical 
national infrastructure, placing them 
alongside essential services such as 
energy and water. That designation 
reflects a broader reality: digital infra-
structure is no longer merely support-
ive of economic activity. It is founda-
tional to it.

Important infrastructure, however, 
requires substantial investment. The 

level of financing needed to support 
digital infrastructure is significant. Our 
own research suggests that in Europe, 
data centers will represent a $551 bil-
lion market by 2030 as demand grows. 
Take other forms of digital infrastruc-
ture into account, such as fiber net-
works and towers, and that figure rises 
to $830 billion. 

L&G estimates that cumulative 
investment in digital infrastructure 
could reach approximately €2.5 trillion 
by 2030, driven by growing demand 
for cloud computing, AI, connectivity 
and data processing. Several structural 
forces are converging to support this 
growth. AI is the most obvious. As 
organizations race to adopt increasingly 
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sophisticated models, demand for com-
puting power, data storage and low-
latency connectivity will only continue 
to accelerate. 

At the same time, concerns around 
data sovereignty are forming a vital 
factor when it comes to demand. 
Governments and businesses are 
increasingly seeking to ensure that 
critical data is stored, processed and 
governed within trusted jurisdictions. 
This is particularly acute in Europe. 
It is estimated that currently more of 
the continent’s data is stored in the 
US than domestically. Across Europe, 
the combination of digital sover-
eignty ambitions, cloud adoption and 
AI deployment is creating powerful 

demand for infrastructure capable of 
supporting the next phase of economic 
development. 

 Data centers have been an intense 
focus amid this backdrop. There is a 
risk, however, that investors overlook a 
simple truth: data centers alone do not 
create a digital economy. 

Digital infrastructure functions as 
an ecosystem. Its economic contri-
bution and societal impact are gener-
ated through the interaction of data 
centers, fiber networks and towers. 
Understanding that relationship may 
be critical for investors seeking holis-
tic exposure to one of the defining 
infrastructure themes of the coming 
decades.

Building connectivity, driving 
economic growth
Every AI query submitted through a 
smartphone, every business application 
hosted in the cloud and every video 
streamed across a broadband connec-
tion relies on a chain of infrastructure 
assets working together. Towers trans-
mit signals. Fiber networks carry data 
across increasingly vast distances. Data 
centers process and store that infor-
mation. For digital infrastructure to 
truly deliver its economic benefit, all of 
these elements require attention. And 
we should remind ourselves why it is 
so critical to support this investment 
theme. 

In many respects, digital connectiv-
ity has become a prerequisite for par-
ticipation in modern society. Access to 
high-quality broadband can influence 
everything from educational outcomes 
and healthcare provision to employ-
ment opportunities and financial inclu-
sion. In our view, regions with reliable 
connectivity are often better positioned 
to attract businesses, support innova-
tion and facilitate economic growth.

This is particularly relevant across 
Europe, where connectivity remains 
uneven. While major metropolitan 
areas benefit from significant digital 
investment, many regional and rural 
communities continue to lag. 

One estimate from specialist con-
sultancy Analysys Mason suggests that 
€200 billion worth of investment is 
needed to provide high-speed inter-
net to 99 percent of homes in the 
UK, European Union and Norway. 
Programs such as the UK’s Project 
Gigabit and the EU’s Digital Decade 
strategy seek to make this a reality, 
extending such high-speed broadband 
and digital services to underserved 
areas. 

The benefits are substantial. 
Improved connectivity enables remote 
working, expands access to digital 
services and helps businesses reach 
customers beyond their immediate 
geography. Small and medium-sized 
enterprises might participate more 

Source: FTTH Council, L&G Research, May 2026
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effectively in national and international 
markets. Manufacturers may be able to 
adopt increasingly sophisticated auto-
mation technologies. Public services 
can operate more efficiently. In short, 
digital infrastructure helps unlock 
productivity.

But the connectivity story is also 
a reminder that digital infrastructure 
should not be viewed solely through 
the lens of data centers. For sure, these 
facilities sit at the heart of the AI revo-
lution, providing the computing power 
required to train and deploy large-scale 
models. And their importance is grow-
ing still. They do not, however, operate 
in isolation. It is the interconnected-
ness between digital infrastructure 
assets that has the greatest implications 
for investors.

Why diversification matters in 
digital infrastructure
In recent years, capital has flowed dis-
proportionately toward data centers. 
Given the growth outlook for AI, that 
focus is understandable. Yet concen-
trating exclusively on one segment of 
the ecosystem risks missing the broader 
opportunity. A diversified digital infra-
structure investment strategy can offer 
exposure to multiple growth drivers 
rather than a single one. 

Data centers benefit directly from 
increasing computational demand. 
Fiber networks benefit from rising data 
traffic volumes and the expansion of 
high-speed connectivity. An increased 
focus on data sovereignty may well 
increase these flows. Towers benefit 
from growing mobile data consump-
tion and continued network densifi-
cation. They may also be positively 
impacted by the growing adoption of 
5G, which is lagging in Europe com-
pared with the US. 

While each asset class may experi-
ence different market cycles, together 
they form the foundation of the digital 
economy. A diversified approach may 
also serve to reduce concentration 
risk to any particular market cycle. 
Importantly, these assets are linked 

by common structural themes. Cloud 
adoption requires data center capacity, 
but also high-performance connectiv-
ity. It is also worth noting that cloud 
adoption in Europe, while rising, lags 
the US – another reason why the con-
tinent represents a potentially fertile 
investment opportunity. 

Additionally, AI demands computa-
tional power, but depends equally on 
networks capable of moving vast vol-
umes of data. Data sovereignty objec-
tives may require new data centers, yet 
these facilities must remain connected 
to users, businesses and wider com-
munications networks. This interde-
pendence creates a compelling case for 
diversification across the digital infra-
structure spectrum.

Furthermore, L&G research sug-
gests that portfolios combining data 
centers with tower and fiber assets may 
be able to deliver stronger risk-adjusted 
revenue growth and greater revenue 
stability than portfolios concentrated 
in a single subsector. Diversification 
can also help mitigate regulatory and 
technological concentration risks while 
broadening exposure to innovation 
across the wider ecosystem.

The societal benefits are similarly 
interconnected. Consider a regional 
business seeking to adopt AI-enabled 
services. Access to a nearby data center 
alone is insufficient. That business also 

requires reliable fiber connectivity, 
mobile coverage for its workforce and 
resilient communications networks. 
Digital inclusion ultimately depends 
upon the entire ecosystem functioning 
effectively.

This holistic perspective becomes 
even more important when considering 
Europe’s broader economic ambitions. 
The continent is simultaneously pursu-
ing digitalization, decarbonization and 
greater strategic autonomy. Increasing 
AI adoption is boosting demand for 
data processing. The electrification of 
economies is increasing demand for 
smarter energy systems. Governments 
are seeking greater control over critical 
data assets and digital supply chains.

These trends are increasingly con-
verging. Digital infrastructure and 
clean power infrastructure are becom-
ing more interlinked as rising demand 
from data centers places additional 
pressure on electricity grids and renew-
able energy systems. The next genera-
tion of digital infrastructure investment 
will therefore require careful coordina-
tion across multiple infrastructure net-
works, from fiber cables to power grids 
and data centers themselves. 

We believe investors who focus 
solely on data centers risk overlooking 
these broader dynamics and the oppor-
tunities they create elsewhere in the 
value chain. n

*Forecast 
Source: BloombergNEF, L&G Research, 2025

Data centers are projected to take a larger share of total energy generation across Europe
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