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Business Model
Data Centers
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Total Data Centers 291

N. America

Europe

Asia Pacific

Africa

Managed Unconsolidated JVs

Non-managed Unconsolidated JVs

• Data centers only in metropolitan cities

• No data centers in China. Only unconsolidated JVs in South 
America

• No significant relation between number of data centers rented 
by clients and respective revenue

Products & Services Description

Data Centers Dedicated spaces/buildings to house servers

Connectivity Providing intra and inter data center and 

internet connectivity

Cloud Operations for cloud-enabled and privately-

supported applications

PlatformDIGITAL Complete solutions suite

Data Center Type Description

Colocation (<1 MW) Small to medium sized operations with quick 

implementation time. Generally, 2 to 5 years 

contracts.

Larger Scale (> 1 MW) Medium to very large sized operations with 

implementation time in weeks. Generally, 5 to 

10+ years contracts.



Page 3

Business Model

Acquisitions 

• Expansion into Netherlands: On October 29, 2019, Digital Realty 

Trust acquired Interxion Holding N.V.; expanding the combined 
company’s presence across Europe and Africa.

• Expansion into Greece: On November 3, 2020 Digital Realty Trust 
Establishes Presence in Greece With Acquisition Of Lamda Hellix

• Expansion into Brazil: On December 20, 2018, the Operating 
Partnership and Stellar Participações S.A., a Brazilian subsidiary of the 
Operating Partnership, acquired Ascenty, a leading data center provider 
in Brazil

• Expansion into U.S. Metropolitan Areas: On September 14, 2017, 
they acquired DuPont Fabros Technology, Inc., or DFT, in an all-stock 

merger ; enhancing their ability to “meet the growing demand for hyper-
scale and public cloud solutions”

Management Projects

DRL Locations

DRL Recent Acquisitions 

Greg Wright

Chief 

Investment 

Officer 

A. William 

Stein 

Chief 

Executive 
Officer 

Cindy 
Fiedelman

Chief Human 

Resources 
Officer 

Andrew 
Power

Chief 

Financial 
Officer 

PlatformDIGITAL®,

• The company's global data centre platform supporting customers 
around the world as they navigate digital transformation strategies and 

the complexities of rapidly growing demand, the need for global 
coverage and additional capacity. 

Source: datacenterfrontier.com
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Industry

COVID-19 Impact

Industry Outlook

• COVID-19 has increased the need for data centers

and has accelerated the company's operations as 

people converted to working at home.

• Data centers were deemed as essential and 

therefore, critical personnel is still able to provide 

services and support for customers.

• As a result of the government restrictions existing in 

certain areas, construction activity was delayed; 

thereby, impacting scheduled delivery dates.

• Hospitals and research facilities are now requiring IT 

infrastructure.

• Data Processing and Hosting Services: A large part 

of the Colocation Facilities industry revenue; hence, the 

increase in demand for this service will lead to an 

increase in revenue in the industry.

• Rising Cost of Electric Power & Sustainability 

Trends: As customers are seeking to cut costs 

because of the increase in energy prices, and are 

looking to reduce their carbon footprints, they will turn to 

using colocation facilities.

• Increase in Percentage of Business Conducted 

Online: Expected to rise as companies require room for 

their server capacity.

• More Mergers and Acquisitions: As companies fight 

for greater market share and geographic spread, more 

acquisitions will occur.

Over the next 

four years, 
industry 

revenue has 

been forecast 
to expand at a

rate of 2.5% to 
$16.3 billion in 

2024.

Industry Outlook 

(2019-2024)
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Cost Breakdown
Cost Breakdown

• Negotiating expense pass-through provisions in 

customer agreements.

• Centralizing functions and optimizing operations.

• Digital Reality Trust is expanding global data center 

campuses.
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Revenue Breakdown

• Highest revenue generated from 
North Vi rginia followed by Silicon 
and London.

REVENUE BY CUSTOMERS

• Top 20 tenants account for 48.9% revenue for FYE of 
December 31, 2020. The tenants consists of some of the 
most renowned companies in the world.

• Located in 125+ 
countries

• There was a  revenue  increase of 21.64% in 
2020, 5.34% in 2019 and 23.94% in 2018

• A trend of growth in the last three years 

Growth in Revenue Revenue by Location
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% INCREASE IN REVENUE IN 2020, 2019 & 
2018

Top 10 Tenants Revenue

1 Fortune 50 Software 9.5%

2 IBM 4.7%

3 Facebook 4.3%

4 Oracle America 2.9%

5 Equinix 2.8%

6 Fortune 25 Investment 2.5%

7 Global Cloud Provider 2.3%

8 LinkedIn 2.1%

9 Cyxtera Technologies 2.0%

10 Fortune 500 SaaS Provider 1.9%
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Competitive Landscape
Company

Digital Realty Trust

Description Key Financials Customers

Equinix

Cyrus One

• Second largest data centre REIT

• Colocation and Interconnection

• Strong development focus

• Recent Interxion acquisition

• Expansion into EMEA

• Lower latency servers

• Development & rental focus 

(holds 70% of leasing volume in 

sector)

• Largest data centre REIT

• Colocation and Interconnection

• More IT/server management 

focus rather than development

• Owns a smaller percentage of its 

data centres than DLR

• Is a major customer of 

DLR

• Third largest data centre REIT

• Colocation and Peering services

• Also a development/rental (like 

DLR)

• Smaller scale, thus less efficient 

(latency, coverage)

Market 

Cap

40.64B

Price-

AFFO

21.0x

Dividend 

Yield

3.25%

Market 

Cap

61.42B

Price-

AFFO

23.1x

Dividend 

Yield

1.67%

Market 

Cap

8.30B

Price-

AFFO

18.1x

Dividend 

Yield

2.96%
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Risk and Catalysts
Catalysts Risks

Shift towards E-Commerce

Brick and mortar retailers have 

massively expanded their online 

presences as a result of the pandemic

Demand for data center space will 

increase as this trend progresses in the 

future

A.I. / Cloud based Gaming

AI market is forecasted to grow 17.4% 

year over year and that industry relies 

heavily on the datacenter industry 

Cloud based gaming requires server 

room and data centers with large 

capacity will be the solution

Highly 

Likely

Unlikely

Low Impact High Impact

COVID

REIT RATE

TECH

(COVID) - Duration and spread of disease has been 

unpredictable creating lots of economic uncertainty

(REIT) - certain requirements such as dividend 

distribution, number of shareholders need to be met

(RATE) - REIT’s are highly affected by interest rates, future 

increases in interest rates will affect collocation REIT’s

(TECH) - changes in technology and lack of adaptability poses a 

threat, especially if companies adopt more internal IT 

infrastructure



Financial Analysis
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Investment Thesis

Football Field Analysis

Price Recommend

<$130 Strong Buy

$130-$140 Buy

$140-$160 Hold

>$160 Sell

Digital Economy

3.25%
Yield

Industry Leader

Current Price: $142.91 52-wk High: $165.49 (Aug 4th, 2020) 52-wk Low: $124.65 (Mar 3rd, 2021)
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Annualized rent per Net Rentable Sq Foot

• Historically consistent tenant retention ratio 
even through economic downturns such as 
COVID-19

• High tenant retention ratio leads to less tenant 
turnover which minimizes direct and economic 
costs

• Historic range between 70%-90%,annual 
deviation ~5%

Tenant Retention Ratio

• Strong historic growth rate in rent per NRSF 
is a driving force to the growth in AFFO per 
share

• Trend is expected to continue due to shift 
towards digital lifestyle and growth in work-
from-home, digital entertainment and 
ecommerce

• Rent per NRSF nearly doubled in the past 8 
years (7.8% CAGR)

Financial Analysis
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Dividends Per Share

AFFO Per Share

Financial Analysis

• Consistently growing dividends for the 
past 10 years even during economic 
downturns

• Strong Dividends is indicative of proper 
corporate management including 
properly aligned incentives

• Expected ~5.7% CAGR / year

• AFFO per share has been steadily 
increasing in the last 10 years, totalling 
almost 100% growth

• Can expect AFFO/share to continue 
growing at a rate of 5-10% annualized
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Valuation

Sensitivity Analysis - DDM

Dividend Discount Model

1) G = (1 - PAYOUT RATIO) * ROE

2) PROJECTED DIV = PREVIOUS DIV * (1 + G)

2020 - 2013 

RETENTION RATIO
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NAV Model Assumptions Colocation Capitalization Rate

Annual Cash NOI Sensitivity Analysis

Valuation

• NAV share price of $146.80 ($142.91 - 03/23/2021)
• Assumed a capitalization rate of 5% for the 

colocation industry. Strong historic downward trend 
(accelerated by COVID-19)

• Forward Cash NOI is expected to be $2.76B based on 
more conservative growth of 10% (5-yr Avg of 16%)

• Favourable long-term trends and reliance for digital 
infrastructure provides significant upside potential

• Upside target price of $165.44 (15.7% gain)



Thank you!
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Appendix A

NAV Model – Excel
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P / AFFO

P / FFO

Appendix B
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Appendix C

COMPS
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Appendix D

Comps


