
 
 

 

 
 

Iron Mountain Inc. Research (9/18/19) 

 
Description: Iron Mountain was founded in 1951 and is a company in the storage and 
information management services space. Iron Mountain stores and protects billions of 
valued assets, including critical business information, highly sensitive data, and cultural 
and historical artifacts for more than 225,000 organizations around the world with a real 
estate network of more than 90 million square feet across more than 1,450 facilities in 
approximately 50 countries. Some of their solutions include: 
 

• Secure records storage 
• Information management 
• Digital transformation 
• Secure destruction 
• Data centers, cloud services, art storage and logistics 

 
 
Ticker: IRM 
Price: $32.15 
Market Cap: $9.2B 
Performance: +4.8% YTD 
 
 
Analysis 
 
Iron Mountain is technically considered a real estate investment trust (REIT) but they’re 
more so a hybrid in CUBE’s view. Close to two-thirds of the company’s revenue comes from 
storage management while the other third or so comes from services revenues like that of 
shredding, data center and cloud services, etc. See the diagram below: 



 
 

 
 
 

 
Growth has tapered pretty drastically this year as in IRM’s most recent Q2 report in August 
they posted FFO (funds from operations) of $0.54 beating by $0.04 on revenue of $1.07B 
(+0.7% Y/Y) in-line with analysts’ estimates. 
 
 

 
 
 
As we can see, the REIT side actually pulled the weight to keep the numbers up Y/Y, gaining 
2.4% Y/Y (more specifically their international markets with 3.7% growth) while their 
Services revenue fell 2.0% Y/Y.  
 
In addition: 

• Q2 AFFO (adjusted funds from operations) was down 9% Y/Y to $209.6M. 
• Adjusted EBITDA totaled $350.9M (-5% Y/Y) versus the $345.4M consensus. 
• Adjusted EBITDA margins were 32.9% in the second quarter 



 
 

 
 

So what we have here is a slightly lowered guidance on revenue for the year, a lowered 
adjusted EBITDA guidance from $1.475B to $1.460B, a lowered EPS guidance from $1.13 
midpoint to $1.05 midpoint, and lastly AFFO was slightly lowered with the upper bound 
falling from $930M to $900. When it comes to REITs, AFFO is probably the most important 
stat because what we care about is the dividend. 
 
Speaking of the dividend, that’s what makes IRM such an interesting investment. From the 
looks of it, the business itself isn’t anything to go crazy about but the yield of 7.6% is what 
raises a lot eyebrows and draws in interest.  
 
As is mostly the case, a yield this attractive usually comes with some kind of risk. For Iron 
Mountain that risk is: 
 

1. Debt 
2. Growth 

 
First and foremost, the debt is a bit of an issue here at IRM. The company is currently 
sitting on over $10B of total debt, $8.4B of which is long-term. 
 

 
 
What’s also alarming is that the company only has cash on hand of $162M. As a reminder, 
adjusted funds from operations came in at $209.6M, down 9% Y/Y for Q2 and the current 
dividend payout amounts to about $175M per quarter – enough to cover it. 
 
Essentially what the company has been doing every quarter is issuing new debt to repay 
old debt for now. To their benefit, the company doesn’t have any major maturities on the 



 
 

horizon now until 2023 and 1/3 of their debt is floating rate so it works to their advantage 
in the meantime now that the Fed has cut rates twice this year. The other 2/3 of debt is 
fixed at a pretty attractive average interest rate of 4.8% with an average maturity of 5.6 
years. The next maturity they have on deck if they don’t refinance is $500M in 2021 so 
either their cash balance grows enough to tackle that alone or they take out more debt to 
repay old debt the way they have been. Regardless, it looks like IRM is in the clear for quite 
now. 
 

 
 
 
It’s also worth noting that on June 1st, Moody’s upped their view on IRM’s credit status from 
negative to stable. 



 
 

IRM owns 32% of their properties valued at about $2.5B worth. The other 68% is leased as 
seen by their short-term debt obligations. If things were to get real bad and IRM is unable 
to secure more debt to pay off old debt, then essentially they could sell their real estate 
they own to raise cash and switch to a larger percentage of their properties leased, if not go 
completely 100% leased. I don’t think this is the best thing to do given how it will effect 
return on equity but I am saying it’s an option they have if things get to that point. 
 
At this point in time, IRM is paying their bills and is drawing in enough funds from 
operations to cover the dividend but the question boils down to point #2: Growth. 
 
Can IRM get their growth back on track? As opposed to most REITs, IRM is exposed to a bit 
more volatility in earnings and revenues. The paper shredding business they are in isn’t a 
major growth area and will be a headwind going forward as per management’s 
commentary on the Q2 call but only makes up 2% of overall profits so that’s not something 
too much to worry about – BAC didn’t see it this way and downgraded shares to $25.  
 
What we really want to keep an eye on is their Storage business. The area is getting 
competitive and this could dampen pricing and margins but so far I’d say this is going 
decently well as the company is growing in this region and it’s better that this region is 
growing because it makes up more than 80% of gross margins. From a total business 
standpoint, EBITDA rose 210 bps Q/Q (still down Y/Y) which is necessary given how 
important the bottom line is for IRM especially at this stage of the business. IRM’s data 
solutions (protection & centers) could also be a bright spot for them going forward. 
 
As we already covered, and just want to reiterate, it’s all about the AFFO. That fell 9% Y/Y 
and it’s vital that IRM is able to grow their funds from operations so they can continue to 
grow their dividend. 
 
Below are two diagrams of where IRM plans on sourcing and deploying cash. From what I 
can make out the company will be favoring leases on new properties to keep debt under 
control and will use the cash saved from buying the properties to invest more in CAPEX to 
ensure growth doesn’t become a thing of the past. 
 

                 



 
 

Fundamentally speaking, on a Price/FFO ratio, IRM trades at 15.1x while the average REIT 
trades at around 16.3x – which happens to be the historical average. I would argue though 
that IRM deserves to trade at a slightly lower multiple than the average given the fact that 
their funds from operations are not as resilient or stable as more traditional REITs. 
 
 

 
 
 
 
Technical Analysis 
 

 



 
 

IRM’s chart is at very crucial place right now. The company is sitting right on its key pivot 
level of $32.15. It if doesn’t hold this level there is a strong possibility IRM immediately falls 
to test its 200DMA of $31.98. If this level still doesn’t hold then there is a strong possibility 
it tests the 50DMA of $30.82 and next fibbonaci level of $30.79. So looking at the downside 
there is a good amount of support levels here. If IRM holds $32.15, it will most likely make 
its way back up to test the R2 fibb level of $33.04 and it if breaks above that will probably 
test the previous highs made.  
 
Given where the RSI, MFI, and W%R stand, I believe a move lower is more probable to test 
the low $31 level where the 50DMA and S1 levels are. Overall though, I think IRM stays in a 
decent range between $30-35 the way it has for the last 2 year or so. 
 
What this comes down to overall is whether or not IRM can manage their debt efficiently 
and get growth and margins back on track to grow their FFO to increase, or at least keep 
steady, their dividend. 
 
 
 


