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Key Takeaways

• As public cloud infrastructure players ramp up capital expenditures (projecting nearly $400 billion in 

2025 alone), data center infrastructure is emerging as a critical and underappreciated pillar of the AI 

economy.

• Amid macroeconomic uncertainty and big tech volatility, data center REITs like Equinix and Digital 

Realty offer focused exposure to the physical compute layer, with rising demand from AI-native tenants.

• With the WisdomTree New Economy Real Estate Fund (WTRE), investors can gain diversified access 

to this AI-fueled real estate build-out, capturing long-term value beyond semiconductors and software.

As questions emerge about the durability of the artificial intelligence (AI) megatrend—and as policy makers 

in Washington and Beijing escalate tariff threats that could reshape global tech supply chains—investors 

are increasingly debating whether the infrastructure build-out that defined the past two years will persist. 

While enthusiasm once centered around semiconductors, foundation models and application layers, 

attention is shifting. Beneath the surface of these innovations lies something more tangible: the concrete, 

cooling and cabling of the modern data center.

Despite being the physical foundation of every AI training run and real-time inference, data center real 

estate investment trusts (REITs) have remained second-tier considerations for many investors. Why 

consider Digital Realty or Equinix when you can buy Nvidia or Microsoft? Yet that framing may be 

shortsighted.

Heading into the second half of 2025, data center infrastructure stands not only as an essential piece of 

the digital economy, but also as a potential countercyclical opportunity. As hyperscalers1 recalibrate their 

strategies, the facilities housing their compute clusters may offer more durable exposure to long-term AI 

demand than many expect. The next phase of AI investment may be less about speculative software and 

more about securing physical capacity, bandwidth and power.

The Invisible Engine of AI

Generative AI is devouring compute at a historic rate. Microsoft's Azure, Google Cloud and Amazon Web 

Services are all projecting unprecedented capital expenditures to support next-generation workloads. It'll 
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be interesting for all of us to monitor how or if these figures change in the face of shifting economic tides 

in different countries:

• Microsoft plans to spend ~$80B in FY25, up from $53B two years prior, with most of that targeting 

data center capacity and AI-specific infrastructure. Importantly, Microsoft favors "fungible" CapEx that 

can support multiple use cases and prefers to own its infrastructure—but leases powered shells when 

needed.2

• Amazon is guiding for ~$100B in CapEx for 2025, with the majority directed toward Amazon Web 

Services (AWS), which crossed $100B in annual revenue in 2024.3

• Alphabet plans to spend $75B in 2025, citing a near-term shortage of AI data center capacity as its 

primary motivation.4

Nvidia CEO Jensen Huang underscored this urgency at the GTC 2025 conference: Demand for AI compute 

has grown "100 times more than we thought we needed this time last year" due to the rise of agentic AI. 

Looking ahead, he projected that by 2028, annual capital expenditures on AI compute infrastructure could 

exceed $1 trillion—underscoring not just current scarcity but the scale of investment that may be required 

to keep pace with accelerating model complexity and global deployment.5

So Why Not Just Own the Hyperscalers?

It's a fair question. Microsoft, Amazon and Alphabet dominate AI infrastructure, and they benefit from 

vertical integration, global reach and embedded distribution. But from an investment perspective, their 

data center exposure is buried under other business lines—ad tech, retail, devices and software. For 

example—we have been watching the headlines regarding Alphabet's monopoly in advertising, its second 

such verdict.6 It's an important and developing story for Alphabet, but it is a distraction from the overall 

growth of data centers.

In contrast, data center REITs and infrastructure developers offer something different: pure-play, metered 

exposure to the compute layer.

Data Center REITs: Evolving for the AI Age

Far from passive landlords, REITs like Equinix (EQIX) and Digital Realty (DLR) are repositioning 

themselves to serve high-density AI workloads:

• Equinix has logged 22 years of consecutive quarterly revenue growth and is now targeting $9B in 

annual revenue. Through its xScale joint venture, it has leased more than 400 MW of hyperscale 

capacity to cloud providers while maintaining its premium retail colocation franchise.7

• Digital Realty has pivoted toward a full-spectrum model, combining hyperscale campuses with 

high-density colocation. Its recent land acquisitions in Texas and North Carolina are designed for 

100MW+ scale developments. In Q4 2024 alone, DLR signed 166 new customers.8
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• Iron Mountain grew its data center revenue 25% in 2024 and is selective in hyperscale deals—it 

passed on a 130MW lease that didn't meet return on investment (ROI) thresholds, underscoring the 

financial discipline now shaping the market.9

These REITs are now investing in liquid cooling systems, graphics processing unit (GPU)-ready pods 

and modular expansions. Their tenant base increasingly includes AI labs, GPU startups and enterprise 

inference deployments.

The New Middle Layer: CoreWeave and the Rise of the AI Cloud Special-
ists

Somewhere between the hyperscalers and REITs sits a rising breed of "AI-native" cloud infrastructure 

firms. The most prominent is CoreWeave:10

• Originally a crypto miner, CoreWeave now leases GPU infrastructure and operates more than 250,000 

Nvidia GPUs across 32 data centers.

• Its revenue grew 737% year-over-year (YoY) in 2024 to $1.9B. Microsoft alone accounted for 62% of 

that revenue.

• It is targeting a $32B–35B initial public offering (IPO) and has raised more than $12B in debt and equity 

to fund expansion.

CoreWeave's approach is emblematic of a new market niche: hyperscalers and AI developers leasing 

GPU-rich capacity from specialized providers. The economics are risky, as CoreWeave carries high debt 

and client concentration, but the model proves there's room for vertical scaling outside of Big Tech.

A Global Build-Out: Segro, SoftBank and the New Geography of Com-
pute

• Segro, the UK REIT known for logistics, has entered the data center space via a £1B joint venture 

with Pure Data Centres. This is their first "fully fitted" facility, designed to host AI workloads and pre-let 

to a hyperscaler.11

• OpenAI and SoftBank are planning to invest up to $500B in new AI data centers globally via the 

Stargate project, starting in Texas and potentially expanding to the UK depending on regulatory and 

energy availability.12

• Huawei's CloudMatrix 384, powered by its Ascend 910C chips, is China's answer to the Nvidia 

GB200 platform. While less efficient per watt, it shows the global arms race in AI infrastructure is not 

constrained to the West.13

The result? Data centers are not just a U.S. or hyperscaler story. They are now a global competitive asset 

class.

Conclusion: Owning the Compute Layer
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AI's future will be built in concrete and cooled by water. Whether via hyperscaler CapEx or REIT expan-

sions, capital is flooding into the foundational layer of compute.

Data center REITs offer a unique and underexposed angle: reliable cash flow, long-term leases and rising 

pricing power from AI-optimized capacity. For investors looking to own the infrastructure fueling the AI 

economy—without the baggage of ad tech or retail—these assets may deserve a premium, not a discount.

The WisdomTree New Economy Real Estate Fund (WTRE) provides a diversified exposure across 

technology-oriented real estate businesses, and data centers are a major component. As we have noted in 

this piece—people have looked at the AI megatrend and looked at some of the world's largest companies, 

semiconductor players and software firms. If people think about where a lot of this hardware "lives," the 

answer would be "inside data centers."

In short, don't overlook the real estate beneath the revolution. It's where 
the future gets built.
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Important Risks Related to this Article

For current holdings of WTRE, please click here. Holdings are subject to risk and change.

There are risks associated with investing, including the possible loss of principal. Foreign investing involves 

special risks, such as risk of loss from currency fluctuation or political or economic uncertainty. Investments 

in real estate involve additional special risks, such as credit risk, interest rate fluctuations and the effect 

of varied economic conditions. A Fund focusing on a single country and/or sector and/or emphasizing 

investments in smaller companies may experience greater price volatility. The Fund invests in the securities 

included in, or representative of, its Index regardless of their investment merit, and the Fund does not 

attempt to outperform its Index or take defensive positions in declining markets. Please read the Fund’s 

prospectus for specific details regarding the Fund’s risk profile.
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