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Smooth Sailing in the
‘Perfect Storm’: Navigating
Supply Chain Challenges

When COVID-19 sent supply chains into a tailspin at the same time that it skyrocketed

demand for data center capacity, a perfect storm was born. Exponentially rising
demand and supply chain constraints resulted in the lowest data center inventory
we've ever seen and made it increasingly difficult to deliver what customers need—

massive amounts of data center capacity, very quickly.

At Stream Data Centers, we saw the trend emerge, and we responded to it. In one
project delivered in 2023, we were able to deliver much faster than the market average
(16 months instead of over 24), despite persistent high demand and constrained supply.
For some data center operators, the perfect storm has meant roadblocks to development.

For Stream, it has been an opportunity to extend our competitive advantage.

“We need you to help us manage this convergence of the
greatest demand and the lowest supply chain availability
that we’ve ever seen.”

—HYPERSCALE CUSTOMER

EXECUTIVE BRIEF

The perfect storm of exponentially

rising demand for data center
capacity and new development
slowed by supply chain delays
and construction labor challenges
has resulted in the lowest
inventory levels the market has
ever seen. Now, delivering quickly
is all about how fast we can get

equipment and build.

We have standardized our
data center deployments
across our portfolio, which
enables us to keep costs down

and boost speed to market.

We are able to deliver on
customers’ unique requirements
while maintaining a standardized
core because our design

is configurable and our teams

are agile.

The relationships we've
developed over two-plus
decades—with manufacturers
and customers—enable us to

respond quickly and efficiently

to new market dynamics.
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Amid Supply Chain Challenges, High Demand Eats Up
Existing Inventory

Demand for data center capacity, which increased sharply The lead time for generators, as just one example, used to
during the COVID-19 pandemic, has not abated. be 20-30 weeks; now it's 72-104+ weeks. A recent survey
Exponentially rising demand for data center capacity has of data center operators by AFCOM revealed that 94% of
been a trend for well over a decade, but COVID-19 caused a respondents have had supply chain issues. And, according
huge step up in that demand. Data volumes skyrocketed to to a survey by Uptime Institute, data center supply chain
unprecedented levels as pandemic lockdowns drove massive disruptions are getting worse.

increases in web conferencing, video streaming, and online

gaming—demands that have not abated even post-pandemic. As a result, “off-the-shelf’ data center capacity is

New applications leveraging machine learning and artificial largely gone.

intelligence are further accelerating demand. Three years of unprecedented demand and slow development
of new capacity have eaten up most hyperscalers’ existing

data center inventory, and most third-party providers’ off-
The global dataSphere—a measure of all the-shelf inventory too. Both hyperscalers and third-party

the data created, captured, rep]icated, developers have been building, of course, but most new

and consumed in a giVEl‘l year and a gOOd capacity gets absorbed before it's even commissioned.
)

proxy for demand—is forecasted to nearly

triple between 2021 and 2026. In the first quarter of 2023, the average

vacancy rate of the top 10 North American
At the same time, the development of new data center data center markets was 2.88%, down
capacity has slowed because of supply chain delays and from 8.30/0 jUSt a year earlier.

construction labor challenges.

Supply chains for equipment like generators, chillers, UPSs,

and switchgear—which affect hyperscale tech companies for So now, when it comes to delivering quickly, it’s all
their own builds just as they affect third-party providers— about how fast we can get equipment and build.

remain incredibly tight.

Smooth Sailing Means Adapting to Challenges and Continuing
to Deliver

Standardization

In 1908, Henry Ford proved the benefits of standardization. Yet instead of standardized data center deployments, many
developers (both self-performing hyperscalers and third-party providers) have designs that vary, for example, by climate region.
They deploy one type of chiller on the East Coast, a different type in California, and yet another type in the Northwest—which
means they aren’t able to move equipment from one region to the next to match demand.

At Stream, we've standardized our data center deployments across our portfolio, which enables us to keep costs down
and boost speed to market.

Having dramatically reduced the number of different types of equipment we use, we are able to aggregate our equipment supply
and then deploy where and when it's needed to meet demand across our portfolio. Standardization minimizes the risk that would
otherwise come from procuring equipment ahead of demand. By procuring generators, for example, a year in advance, we are

able to keep deployment timetables about where they were before, and we can do that with confidence because we can use the

equipment anywhere.
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Configurability

At the same time that standardization enables us to deliver quickly despite supply chain constraints, the fact is that the biggest
consumers of data center capacity—hyperscalers like Google, Microsoft, Meta, and AWS—have their own designs, which are
unique and evolving. The specific way we deploy our standard equipment for one customer is likely different from the way we do it

for another customer.

Stream is able to deliver on customers’ unique requirements while maintaining a standardized core because our design is

configurable and our teams are agile.

The core of our design is standardized, with configurability built in. For example, a customer could decide to deploy UPS
equipment, or not. They could deploy water to the rack, or leverage air cooling. Either way, that decision doesn’t affect the long
lead time equipment we've already procured. And configurability has the added benefit of enabling us to adapt over time as

customers’ needs change—for example, as densities rise.

Stream’s modus operandi enables real flexibility and adaptability with customers. Our role is to deliver what our customers need.
We conform to them, but we're participative—we also bring to the table our deep expertise in serving the complex needs of other
sophisticated customers. As a result, our customers are getting the capacity that meets their requirements, and they're getting it at

the speed they need it.

Relationships

Stream has been developing data center capacity for highly sophisticated buyers since 1999. The relationships we've
developed over the decades—with customers and manufacturers—enable us to respond quickly and efficiently to new
market dynamics.

Our long-term relationships with equipment manufacturers, and the fact that we have team members who came from OEMs, allow
us to share the trends we see developing and cooperatively plan for meeting them. Similarly, our relationships with customers

are deepened by our experience deploying hundreds of megawatts of capacity for them and by the fact that our team includes
industry veterans with decades of experience at hyperscale tech companies. That shared history breeds trust and enables quicker
decision-making. We know our customers’ growth plans, and we are able to grow with them.

Data center development has never been more dynamic and is a more complicated
undertaking than other types of real estate development. It is also very different today
than it was even five years ago. In the early days of the pandemic, we saw the trends
developing, and we began adapting. The way we've adapted to overcome supply chain

challenges is an example of how we respond to a market change—with speed and agility.

Responsiveness, adaptability, and agility position Stream to lead whatever comes next.
It's likely that supply chain constraints will begin to ease. But demand will continue

to rise at an increasingly rapid pace. Growing investments in new technologies—in
particular, the increasing use of artificial intelligence, which represents a sea change
from the technology developments that came before—will force new changes. Managing
demand with utility partners that are often capacity-constrained, accommodating new
approaches to cooling, and increasing focus on sustainability are examples of other new

market dynamics we are ready for.
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https://www.linkedin.com/company/stream-data-centers
https://twitter.com/streamdatacentr
https://vimeo.com/streamdatacenters/
https://www.youtube.com/user/StreamDataCenters/videos
https://www.streamdatacenters.com

