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Navigating the disconnect between secular
infrastructure tailwinds and per-share value creation
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THE EPICENTER OF THE BUILDOUT, THE STRUGGLE FOR RETURNS

=

Digital Realty operates at the physical bottleneck of the Al revolution but faces a complex paradox:
it provides the essential utility for the future yet struggles to generate returns above its cost of capital.

THE TAILWINDS (MACRO)

» Record Demand: Al buildout /:/j
driving unprecedented leasing. ¢ ﬁ ?

=

0%

» Backlog: $1.4 Billion
(Record High).

* Vacancy: 0% in Tier-1
Markets.

THE HEADWINDS (MICRO)

THE VERDICT

» Capital Friction: High

o

intensity, low efficiency. "
:'a .
* ROIC vs WACC: A
~2.0% ROIC is /‘
consistently below
~8.3% Cost of Capital.
ROIC WACC

« Caution RECIUi"Ed-

« Valuation: Trading at
growth premium (22x
FFO).

» Strategy: Investment .
merit hingesonthe  Smw —O

Elin’ 2l | o Dilution: Growth funded by %%’ success of the new i E
« 2025 Revenue: $6.11 251% share count increase : “Capital Light” JV X
Billion. | W/DH over the last decade. strategy. ——> [successt|
L = (R s | nm @P_%
R &lf X<
i | | | 1 | | AL
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THE Al CAPEX SUPERCYCLE: DENSITY CHANGES PHYSICS

-1

]

AWS, Microsoft, Google,
Oracle committed >$250B

1 1o buildouts in 2025.
Azl

—> 5-10 kW
| L Power Density

;

LEGACY CLOUD RACK

HYPERSCALE

-

COMMITMENTS
/§/J Q3 2025 leasing (7.4 GW)
11 exceeded the entirety of

- 2024 leasing (7 GW).
AHlA=

_
:;5 LEASING VELOCITY

.‘.li
LIQUID 5
” TUBES

—>>100 kW

Power Density

Correction Red
LIQUID S
TUBES
Al CLUSTER (H100/BLACKWELL)
e A
7 | [XX] PHYSICS CONSTRAINT
ﬁ‘ ‘ 'rl‘l | 2

Requires liquid cooling and
reinforced floors legacy
assets cannot support.

i I | et | | b ALY
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ELECTRICITY IS THE OXYGEN OF THE INTERNET

- [anll

g US Interconnection Queue:
1,570 GW

Grid Connection Timeline:
10 Years (Tier-1 Markets)

| Available Vacancy: .
23% < Funchionally Zero
(North America) in Novthern Virginia.

=5

L

-
o—

Strategic Implication: DLR’s 5 GW of secured power capacity is its most valuable
intangible asset. Barrier to entry has shifted from Real Estate to Utility Scale Power.
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: | < | i 014 | %
The Structural Shift to a Sellers’ Market |5
_§ Hﬂ} | !_{ 250 2 4 2_
3170 | . - s . Renewal Spreads: |-
+12.0% | }

- T (GAAP Q4 ‘25) - =

= S Inflection Point: =
3 Scarcity Pricing =
& one Lease Structure: |-
5 Full Pass-Through |
; e ¢ of Power Costs =
@ $120 $115 | | | | ;_
- | | | | | Churn: [@h =
1.0% -1.6% /ol |=

$1DD Q12023 Q3 2023 Q12024 Q3 2024 Q12025 Q3 2025 Q12026 & (Tenants are Captive) “ _%_

FORENSIC ARCHITECTURAL REPORT | CONFIDENTIAL | DATE: OCTOBER 26, 2025 | REF: DLR-2025-Q4-ANALYSIS | T[T s NotebookLM



The Digital Fortress: Scale & Interconnection
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Interconnection Hubs (.

~Xhy - (4% . ;
: i > L — r i . o i

London®
2, ) ’ Jm
- " PlatformDIGITAL Pivot

Interconnection bookings
+35% YoY. Moving from
wholesale pipes to connected
ecosystems.

¥  Connectivity

232,500 Cross-Connects
Globally.

Global Footprint

jo.8 300+ Data Centers | 50+
Metros | 43.2M Sq. Ft.

L i
- H

=4

Hub Clusters "IZ A
= T Network Dewsr’f&; ji

——
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Equinix (EQIX)

i- Strategic Divergence: Digital Realty vs. Equinix

__The Retail Network

/

.

A

Digital Realty (DLR)
The Wholesale Utility

| Model: Retail Colocation
| (thousands of small tenants)

| Economics: High Margin,

e

|High Valuation (24x-28x AFFO) |4

Moat: Network Density | 55

W

'Economics: Lower Margin, -

l""h..

=

—

DLR is pivoting toward the Equi
to capture hlgher ROIC, blurrlng the hlstorlcal Ilnes %

nix model via Elatfo}fﬁblelTAL
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'Model: Wholesale Roots |
(Hyperscale halls) i

| Lower Valuation (15x-20x Hlstorlc) ] L
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2022

2021

FFO Per Share

EZAData Series1 ==Data Series2 :+--

B

Management grew the empire, but per-share cash flow has been a slow grind.
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2017 2018 2019

funded by 251% Dflutfon\ '

The Empire Building Problem: Revenue vs. Value +
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?The Value Destruction Core: ROIC < WACC **

Charcoal Helvetica Now Display
=

Spread Chart. 2021-2025

WACC (Cost of Capital)

|""-u- |""-.

| |
Negative Spread ———
(Value Destruction Zone)
| |

| =

|
I
—_— 1

Aggregate ROIC (Return on Capital)

2021 2022 2023 2024 2025

< S9N A o 5

The Math:
WACC (~8.3%) > ROIC (~2.0%).

The Cause: Premium-priced
M&plegacy assets drag down

The Nuance: New
development yields target
~11.9%, but the massive
historical capital base weighs

down the aggregate. e
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M&A Track Record: Buying Revenue at a Premlu

Helvetica Now Display

2017
DuPont Fabros
Acquisition

2020
Interxigp ee==s=

$7.6 Billion Price Tag.

Secured US Hyperscale i Qo ot

Dominance. | areil

CaUeld e > Strategic Success (Unassailable Platform)
> vs. Financial Drag (Dilutive to Earnings).

_______________________________ i
[TH
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Quality of Earnings: The Maintenance CapEx Debate

E[jll‘

@1+

K A2 Al L S e I;.; i CDI'E FFD
' The Hindenburg ; I
- Context |

AFFO
($1.34/share)

A

Short-sellers allege the
sector misclassifies routine  ©
maintenance (lightbulbs,
battery replacements) as |
“Growth CapEx” to artificially

inflate AFFO. | =

CapEx
-$168.5M)

l Recurring
(

AFFO
($1.34/ns)

A\ Risk Zone: If maintenance
costs are understated here,
the dividend is less safe
than reported.




The Strategic Fix: Joint Ventures & Capital Recycling

Old Model: 100% Owned Balance Sheet! New Model: Asset Manager

; __ :

NV

_— e e o e o Er o o o E o oE E

' High Equity Dilution. Low ROIC. ? " Private Capital / Fee Driven.

FHyperscaIe Fund: $3.2B LP Equity Raised (2025).

Fee Income: Doubled YoY.
Result: Improves ROIC by moving heavy capex off-balance sheet.
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Headwinds & Thesis Risks

‘Obsolescence |
'Risk

Will liquid cooling
requirements render legacy
buildings worthless?

+ Impairment risk, <—

=l | Customer
fle | Concentration
| Top 3 customers = 23% of

revenue. High negotiating
1 | leverage for Hyperscalers.

| Jevons Paradox
Failure

" | The Hyperscaler |
‘Threat

Build vs. Lease. If supply
chains ease,

AWS/Google may revert to
| self-building.

If Al software monetization
stalls, the $250B CapEx
cycle halts, leaving
stranded capacity.
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Valuation Context: Priced for Perfection?

M

N

/
N

12x 16x

Traditional
Office/Mall REITs Market is pricing
B e | in a structural

"Al Premium.”

Y - : Requires perfect
Digital Realty execution of JV
Historical Avg : pivot to justify.
| Yeaf(- 20x
W h
10x 15X 20X Ox
: = " 2
Forward FFO Multiple (x
£ ple (x) > / \

X2/
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1 2 5 | 4 5 & 7

Conclusion: Great Assets, Mediocre Re{turns

Capital Efficiency
—

=
Low ROIC “ T
Heavy Dilution AV
High Capital Intensity 1
Asset Quality /\ \ ;, ==p | v
= i -. I '
) b 7 ! —_—
i | lnEplicablel@lobalFortipllolfs 14 de sai sl o0 o0 o TSR TR T Y
5 GW Power Bank
? 0% Vacancy

Digital Realty is a utility masquerading as a tech stock. Invest only if you believe the pivot to
% Joint Ventures will finally close the gap between Return on Capital and Cost of Capital.

>/
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