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The analyses and conclusions of the Western Investment Club (“WIC") contained in this presenta>on are based 
on publicly available informa>on. WIC recognizes that there may be confiden>al informa>on in the possession 
of  the  companies  discussed  in  the  presenta>on  that  could  lead  these  companies  to  disagree  with  WIC’s 
conclusions. This presenta>on and the informa>on contained herein is not a recommenda>on or solicita>on to 
buy or sell any securi>es. 

 
The  analyses  provided may  include  certain  statements,  es>mates  and projec>ons prepared with  respect  to, 
among other things, the historical and an>cipated opera>ng performance of the companies, access to capital 
markets  and  the  values  of  assets  and  liabili>es.  Such  statements,  es>mates,  and  projec>ons  reflect  various 
assump>ons  by  WIC  concerning  an>cipated  results  that  are  inherently  subject  to  significant  economic, 
compe>>ve, and other uncertain>es and con>ngencies and have been included solely for illustra>ve purposes. 
No  representa>ons,  express  or  implied,  are made  as  to  the  accuracy  or  completeness  of  such  statements, 
es>mates or projec>ons or with respect to any other materials herein. Actual results may vary materially from 
the es>mates and projected results contained herein. 

Disclaimer 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•  The third data center REIT to come into the 
market 

•  Property porUolio includes 11 opera>ng data 
center facili>es  Total porUolio value of $850 
million 

•  First center in porUolio purchased in 2000 

•  Previously part of a real estate fund managed by 
the Carlyle Group, the world’s second largest 
private equity firm 

•  Carlyle s>ll owns a 58% non‐controlling stake in 
the company 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Coresite Realty 
Company Profile 

Large backing from a renowned company 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September 23, 
2010 

• Coresite Realty has their IPO at 
$16/share, with 19.65M Shares 
Sold 

November 12, 
2010 

• Coresite Releases 3Q Earnings, 
bea>ng management’s es>mates 
for revenue, earnings, and funds 
from opera>on 

November 15, 
2010 

• Akamai Technologies leases 
another 16,000 square feet from 
Coresite, now fourth largest 
customer 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September 23, 2010 IPO 

History Since IPO 

IPO @ $16 per share  

Nearly 20% decline from IPO with no bad news coming out. Is this large drop warranted? 

Prepared by Healthcare, Real Estate & Gaming 



•  Costs of IT infrastructure and maintaining IT in‐house is becoming increasingly expensive causing 
companies to outsource  Research poll suggests that within the next 2 years, two‐thirds of companies 
expect to outsource at least 1,000 square feet of data center space for their IT needs 

•  Companies lack data center exper>se  Outsourcing allows them to focus on value added ac>vi>es 

•  Data Center REITs (Real Estate Investment Trusts) lease space to companies,  and provide power, cooling 
and security for their tenants’ servers, while storing and maintaining their informa>on 

•  Data center market is es>mated to grow from $9.2 Billion in 2008 to $18.5 billion in 2012 (19% CAGR) 

•  Demand for data center space is expected to outpace overall new supply in the next few years 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Industry Overview 
Data Centers 

Strong Industry Fundamentals 



Fully Improved 

• Landlord has paid for infrastructure (power, 
cooling, redundancy, security). 

Shell 

• Landlord provides the land and building shell. 
Tenant pays for infrastructure. 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Industry Overview 
Data Center Types 

Coresite’s core business is leasing fully improved data centers, concentra>ng in internet exchange and co‐loca>on 

Internet Exchange 

• Emphasis on interconnec>on between internet 
service providers, only certain number of 
loca>ons (Supply Constrained) 

Enterprise 

• Data center that houses IT infrastructure for a 
business, can be built anywhere, requires high 
power density 

Wholesale 

• Larger users (> 5,000 SF) 

Coloca>on 

• Smaller users (< 5,000 SF) 



•  Owns a porUolio of 94 proper>es, totaling 14.4 million square feet of rentable square feet  Total asset 
value of $6.7 billion 

•  Data centers located in over 27 markets across North America and Europe with concentra>ons in Silicon 
Valley, Dallas, New York, and Chicago 

•  Focus on providing shell data centers, which cost less to build, but also lease out at a significantly lower 
rent versus fully‐improved data centers  Average rent of $47/SF versus $89/SF for Coresite 

•  PorUolio is 95% leased  Liple opportunity for leasing upside, rents at market 

•  Large porUolio size = less opportuni>es to grow substan>ally 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Key Compe>tors 
Digital Realty Trust 

DLR is a large established player, but has limited growth opportuni>es compared to COR 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Key Compe>tors 
Financial Performance ‐ DLR 

DLR has high leverage at around 50%, and a low cash balance, limi>ng future growth 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•  Owns a porUolio of 7 proper>es, totaling 752,000 SF of 
rentable square feet  Total asset value of $1.4 billion 

•  Data Centers are concentrated in two markets, Chicago and 
Virginia 

•  Three major tenants, Microsos, Yahoo, and Facebook, 
account for 60% of rental revenue  26 total tenants 

•  PorUolio is 100% occupied  liple poten>al for leasing 
upside, growth is from development 

•  En>re porUolio focuses on Enterprise compared to the 
supply constrained internet exchange data centers that 
Coresite owns and operates 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Key Compe>tors 
Dupont Fabros Technology  

DFT’s porUolio is highly concentrated and contains no internet exchanges 

Virginia 
84% 

Illinois 
16% 

PorDolio Geographic Breakdown 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Key Compe>tors 
Financial Performance ‐ DFT 

Similar to DLR, DFT has high leverage and a low cash balance 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Coresite Realty 
Tenant Overview 

Well Diversified PorUolio of Tenants 

•  Coresite has over 630 customers coming from several industries  Excluding office proper>es, data center 
rent is around $90/SF on average 

•  Coresite’s top ten tenants make up around 36.3% of Annualized Rent and 43.4% of total leased NRSF  
Four of the top ten tenants rent out regular office space from Coresite 

•  Historical 75% renewal rate on leases  Several leases also have extension op>ons 



•  Coresite has Data Centers located in 5 of the 6 
key data center markets in the United States 

•  The top two geographical loca>ons are some 
the most desirable loca>ons  LA for Media 
Firms and San Francisco for Technology Firms 

•  One Wilshire, Coresite’s “Crown Jewel” property 
is located in LA, and is one of the most network 
dense loca>ons on the west coast.  One of the 
main points of connec>vity between the US and 
Asia 

•  41% of Coresite’s porUolio are internet 
exchange data centers with significant network 
density 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Coresite Realty 
PorUolio Overview 

Coresite’s Data Centers are located in strategic loca>ons around the US 

San 
Francisco 

Bay 
33% 

Los Angeles 
30% 

DC/North 
Virginia 
12% 

Chicago 
12% 

Boston 
8% 

New York 
3% 

Miami 
2% 

PorDolio Geographic Breakdown 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Coresite Realty 
Technology 

Coresite’s technology is a key selling point to apract customers 

•  “Any2” internet exchange is one of the largest in the United States  Allows companies to quickly 
exchange informa>on with each other at a lower cost by connec>ng to the internet exchange 

•  Coresite also enables companies to physically connect to each other, elimina>ng the Internet Service 
Provider and associated costs 

•  Both technologies allow peering, which is the rapid exchange of informa>on between two companies  
Typically much faster than the internet (sort of like DC++) 

•  Example – Zynga (Farmville) peering with Facebook, allowing faster exchange of informa>on 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Coresite Realty 
Financial Performance 

Coresite has low leverage and a high cash balance 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Coresite Realty 
Management / Corporate Governance 

Coresite’s Management is experienced 

•  Capable and experienced management team that has a good reputa>on in the industry 

•  Several members are either from Carlyle, or have previous REIT experience 

•  Thomas Ray ‐ President, CEO & Director 
–  Was a managing director of The Carlyle Group 
–  Held senior roles in ProLogis and Archstone, both REITs 
 
 
 
 

 
 
 
•  Carlyle owns a 58% non‐controlling interest in the company and are allowed to nominate two directors to 

the board of directors that consists of seven directors  Alignment of interests, as Carlyle seeks to profit, 
but will not be able to do so at the detriment of future investors 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Coresite Realty 
Future Developments 

Coresite has significant leasing and (re)development upside 

•  Coresite’s porUolio is only 81.9% leased  Significant upside poten>al from leasing 

•  Management projects between 125,000 – 225,000 square feet of new data centre space will be leased up 
in 2011 

•  Leases that are coming due in 2011 are expected to be renewed at market rents, which is projected to be 
an upside of 10‐15% over current rents 

•  Coresite has significant amount of land and buildings held for development and redevelopment  
Coresite has the ability to nearly double its data center space 

•  Typical development yields for Coresite have been around 14%, which is quite high for this industry 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Coresite Realty 
Investment Thesis 

Owns 
Desirable 
Proper>es 

Low Leverage 
Balance Sheet 

Data Center 
Demand 
Outstrips 
Supply 

Significant 
Leasing/

Development 
Upside 

Backing from 
Carlyle Group 

Economic Moat 

High Network 
Density 

Diversified 
Tenants 

Significant 
Barriers to 

Entry 

Proper>es in 
Strategic 
Markets 

Peering 
Technology 

Coresite is well posi>oned to take advantage of data center industry growth 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Valua>on 
P/FFO 

•  Coresite should trade similar to its compe>tors 
–  Leasing / Development Upside 
–  High Network density compared to compe>tors 
–  Diversified data center porUolio located in key markets 

•  2010E FFO is calculated as if the company had conducted their IPO on January 1st, 2010, adding back one‐
>me IPO and acquisi>on costs to give a real indica>on of performance 

•  2011E FFO is forecasted based upon a 75% renewal rate, with low end 10% rent increases, with new 
leases ranging from 125,000 – 225,000 SF 

Compe>tor 
Share 

Price ($) 
FFO/Share 

'10E ($) 
P/FFO 

'10 
FFO/Share 

'11E ($) 
P/FFO 

'11 
DLR  52.79  3.34  15.81x  3.80  13.89x 
DFT  22.86  1.34  17.06x  1.59  14.38x 
Avg        16.43x    14.13x 

   FY 2010E 
FY 2011E 

Low 
FY 2011E 

Mid 
FY 2011E 

High 
FFO/Share  0.94  1.07  1.14  1.21 
P/FFO Mult  16.43x  14.13x  14.13x  14.13x 
Share Price  15.43  15.16  16.16  17.16 
Current Price  12.88  12.88  12.88  12.88 
Premium (Discount)  19.8%  17.7%  25.5%  33.3% 

Even at the lower end of es>mates, Coresite trades at a discount 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Valua>on 
Lease‐up drives Valua>on 

Lease‐up 175,000 SF ‐ $16.16 per share 

Lease‐up 125,000 SF ‐ $15.16 per share 

Lease‐up 225,000 SF ‐ $17.16 per share 

Coresite trades at a discount regardless of lease‐up scenario 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Valua>on 
Sensi>vity 

Rent Increase vs. Lease‐up 

2011 P/FFO vs. Lease‐up 

Lease‐Up 
Conserva>ve  Base‐Case  Op>mis>c 

Re
nt
/S
F  High  19.5%  27.6%  35.8% 

Mid  18.6%  26.6%  34.5% 
Low  17.7%  25.5%  33.3% 

Lease‐Up (SF) 
Conserva>ve  Base‐Case  Op>mis>c 

P/
FF
O
 

13.0x  8.2%  15.4%  22.6% 
13.5x  12.4%  19.8%  27.3% 
14.0x  16.6%  24.3%  32.0% 
14.5x  20.7%  28.7%  36.7% 
15.0x  24.9%  33.2%  41.4% 

Range of Valua>ons from 7.9% ‐ 41.0% premiums 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Coresite Realty 
Key Risks & Mi>ga>ng Factors 

•  Their “crown jewel” One Wilshire, is actually under a leasehold  Coresite used to own the property, 
however, sold the property to the current landlord and has a 30 year leasehold interest on 25% of the 
property, they lease at $67.79/SF but lease out to tenants at an average of $168.91/SF 

•  Currently being sued by their previous general counsel  Will not have a material affect on the business, 
regardless of outcome 

•  Their CFO Deedee Beckman has indicated that she would like to voluntarily step down from her CFO 
posi>on for personal reasons  The search for a new CFO is progressing well, and Deedee has indicated 
that she will stay un>l a new CFO is found and the transi>on of responsibili>es is complete 

•  Demand for data center space may drop significantly  Seeing as where the industry is going, and given 
the push towards global connec>vity, this is not likely to happen 



Recommenda>on 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Buy 200 Shares @ 12.87 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