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Overview 

• Modest but confident growth story as first quarter impresses and increased data usage drives 
demand for wireless towers. 

News Highlights 
• Last week, American Tower reported strong growth in 1Q17 AFFO of $681 million or $1.58 per 

share, up 15% from the prior year. Revenue rose 25% to $1.62 billion, above the consensus 
estimate of $1.58 billion.  

• The company also resumed its share repurchase program during the quarter and repurchased 
3.6 million shares so far this year for $438 million. 

• Management raised its 2017 AFFO guidance to $2.76-$2.85 billion from $2.7-$2.8 billion, which 
at the midpoint represents growth of 13% from 2016. 

• In March, AMT signed a $100 million lease with an unnamed major tenant (likely AT&T 
according to reports). CEO Jim Taiclet said the 1Q 6.5% organic tenant billings growth in the U.S., 
AMT’s largest market, was particularly strong, largely due to the signing of that tenant. 

Thesis 
• We expect mobile data usage to grow 50% annually over the next five years, which should 

increase the demand for tower leases. AMT has a solid record of growth and profitability, and 
stands out among the publicly traded tower operators based on its size, margins, FFO growth 
rate, and high-quality assets. 

• Biggest catalyst 
o First: AMT expects organic international growth of 11% to help double AFFO and the 

number of towers it operates by 2020 from 2015. The company now operates in 15 
countries, which provides diversification. 

o Second: Margin growth as the company slowly raises leases and places second and third 
tenants at the same towers. 

 
 



o Third: Acquisitions as the company steadily purchases cell phone towers, including 2,500 
communications sites during 1Q (mostly in international markets, for $512 million). 
Subsequent to the quarter end, AMT agreed to purchase 1,400 sites in Paraguay. The 
deal is expected to close in 2H17. 

Now what? 
• On April 27, AMT management boosted its 2017 goals, which gives us confidence. 

o Due to a better FX outlook and depreciation effects, management raised its forecast on 
adjusted EBITDA to $4.0-$4.1 billion from $3.9-$4.0 billion and its property segment 
revenue to $6.4-$6.6 billion from $6.3-$6.5 billion. 

o A five-year plan to double AFFO and the number of wireless towers by 2020. 
o Despite a 20%+ rise in the AMT stock price since the November election, we still see 

room to run, as we are confident in the company’s record of steady growth and the 
long-term demand story. 

Earnings and Growth 
• Our AFFO estimates are for $6.44 in 2017 and $7.08 in 2018, which we recently raised from 

$6.06 and $6.63, respectively, due to a better-than-expected first quarter, the raise in guidance, 
and share buybacks. 

Valuation 
• The shares trade at a premium price/AFFO to peers. We like the company’s growth prospects 

and believe that a higher price/AFFO multiple is appropriate. 
o Price/AFFO: 19.6x our 2017 estimate vs. 19.4x for peers. 
o Price/AFFO is below the five-year average of 23.8, but… 
o Yield: 1.9%, in line with peers.  

 AMT targets annual dividend growth of 20%. 
• Target price of $140 implies a multiple of 21.7-times our 2017 AFFO per share estimate, 21.7x 

multiple, still below the five-year average. 
• Risks: wireless carrier mergers, reduced spending on towers, regulation, strong USD. 
• We see a 9% upside + 1.9% yield = 11% total return. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate earnings 
reports or other news relevant to covered companies. This Note may be an initial, real-time response to 
developments that are expected to impact stocks under coverage; as such, it does not imply that the 
information in it is correct as of any time after its preparation or that there has been no change in the 
business, financial condition, prospects, creditworthiness or status of a covered company. The views or 
opinions expressed in this Note are subject to change pending further analysis. This Note is produced and 
copyrighted by Argus Research Co., and any unauthorized use, duplication, redistribution or disclosure is 
prohibited by law and can result in prosecution. The opinions and information contained herein have been 
obtained or derived from sources believed to be reliable, but Argus makes no representation as to their 
timeliness, accuracy or completeness or for their fitness for any particular purpose. This Note is not an 
offer to sell or a solicitation of an offer to buy any security. The information presented in this Note is for 
general information only and does not specifically address individual investment objectives, financial 
situations or the particular needs of any specific person who may receive this Note. Investing in any 
security or investment strategies discussed may not be suitable for you and it is recommended that you 
consult an independent investment advisor. Nothing in this Note constitutes individual investment, legal or 
tax advice. Argus may issue or may have issued other reports that are inconsistent with or may reach 
different conclusions and opinions than those represented in this Note, and all opinions are reflective of 
judgments made on the original date of publication. Those reports may reflect the different assumptions, 
views and analytical methods of the analysts who prepared them and Argus is under no obligation to 
ensure that other reports are brought to the attention of any recipient of this Note or to update or keep 
current the information contained in other reports so that such information is consistent with, or not 
contrary to, the information contained in this Note. Argus Research is an independent investment research 
provider whose parent company, Argus Investors’ Counsel, Inc., is registered with the U.S. Securities and 
Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group, Inc. Neither 
The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a 
registered broker dealer and does not have investment banking operations. Argus shall accept no liability 
for any loss arising from the use of this report, nor shall Argus treat all recipients of this report as 
customers simply by virtue of their receipt of this material. Investments involve risk and an investor may 
incur either profits or losses. Past performance should not be taken as an indication or guarantee of future 
performance. Argus has provided independent research since 1934. Argus officers, employees, agents 
and/or affiliates may have positions in stocks discussed in this report. No Argus officers, employees, agents 
and/or affiliates may serve as officers or directors of covered companies, or may own more than one 
percent of a covered company’s stock. 
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