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Nice rebound in bookings; no change
In positive data center thesis

The most interasting thing about DLE's 30 report.

...may be the stock's reaction to what we thought was a nice rebound in
bookings from a disappointing 20Q. We think the activity is notable given the
lack of a head of sales in the Q and the breadth of leasing, including good
activity in London post-Brexit. Sentiment on the group has gone negative on
concerns that hyperscale cloud demand has slowed with Data Center REITs
dovwn B% since QTS kicked off earnings 2 days ago despite the fact that anly 1
of 4 DC's that have reported saw a g/g decline in bookings., while low
penetration rates support elevated growth for years to come. We would add to
positions on the sell-off. Reiterate Buy

Bookings rebound in 30}

DLR signed $55MM of annualized bookings, including S9MM  of
interconnection bookings, which was a nice rebound from 2Q's $23MM level
and highlights the lumpy nature of leasing. The average volume in 20 and 30
of $39MM was roughly in-line with TTM averages. DLR's backlog roze to
F84MM from S70MM last Q. Pricing commentary suggested a stable
environment with overall cash spreads in the Q up 2.5% though TKF spreads
fell 9% a=z a heavily flagged above-rmarket lease rolled over in the Q. Cash rent
spread guidance was unchanged at “slightly positive.” US TKF pricing fell to
S140/sf [B120/KW) vs $202/sf (S187/KW) last Q, with the decline attributed to
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geographic mix. US colo pricing was $30d4/sf and $295/KW versus $229/sf and
S260/KW last Q. Cash SC MOl was up only 0.9% (+2.1% ex FX) vs. 3.3% last Q,
although guidance implies acceleration in 40,

Estimates ravisions

We have updated our model to reflect 30 results, updated guidama. and our
revised ocutlook. Our 2016 core FFO/sh estimate moves to $5.72 from $5.73,
while MAREIT FFQ/sh moves to $5.48 from $5.53, and FAD/sh moves to $5.22
from $5.09, In 2017, our core FFOQ/sh and NAREIT FFQ/sh estimates are
unchanged at $6.09, while FAD/sh moves to $5.23 from $5.21. Our core FFO
estimates are largely unchanged, while FAD increases in 2016 due to lowered
capex expectations.

Valuation and risks (seg page 7 for details)

We are maintaining our TP at $108. Our TP is based on a 50:50 blend of our
FAD-based target and our EBITDA-based target. Risks include near-term
leasing, its ability to source attractive external growth opportunities, and
customear concentration which exposes it to higher than avg bankruptey risk.
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Year End Dec 31 20154 2016E 2017E
10 FFO 1.56 1.304 -
20 FFO 1.26 1,364 -
30 FFO 1.28 1.314 -
40 FFO 0.7a 141 -
P FFO [USD) 4.86 548 G.09
PYFFO (xb 140 164 15.1

5.0 38 44
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