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Self-Storage 2016
A Look Back at 2016

· Total 2016 industry revenues are expected to be $33 billion, which would be a 4.4% increase over 2015’s $31.6 billion, but much less than 2015’s increase of 16.2%.

· During the first three quarters of 2016, the five major self-storage REITs posted occupancy rates of at least 90%, a same-store revenue increase of at least 4.5% and a same-store net operating income (NOI) increase of at least 5.8%.
· Through July 2016, self-storage construction spending increased at a rather incredible annualized annual rate of 124%, at $1.197 billion, compared to $534 million through July 2015. Construction increased another $161 million during September 2016.
Top 5 Self-Storage REITs’ Results, Q1–Q3 2016

	REIT
	Occupancy Rate
	Same-Store Revenue Increase
	Same-Store NOI Increase
	Realized Rent/ Occupied SF

	Public Storage
	95.3%
	+5.1%
	+4.7%
	$17.06

	Extra Space
	93.0%
	+6.1%
	+7.8%
	$16.57

	Life Storage
	91.9%
	+4.5%
	+5.8%
	$13.38

	Cubesmart
	93.1%
	+6.2%
	+9.3%
	$15.83

	National Storage Affiliates Trust
	90.2%
	+7.2%
	+9.5%
	$11.39


The Mele Storage Group, December 2016
A Look Forward to 2017

· Because self-storage REITs outperformed all other REITS by almost 40% during 2015 and most are operating at full capacity, the industry is likely to grow during 2017 and the foreseeable future, but at less than the average of the last 20 years, or 4.5%.
· Overbuilding – and severely in some markets – has forced some REITs to increase advertising spending and promotional discounts to fill the flood of new units. 

· Smaller owners are expected to suffer the most in such an environment, much as they did during the recession; however, this could be a benefit for the major REITs, as they can switch from developing new properties to acquiring existing properties.
Self-Storage Markets Rents for 10’ x 10’ Unit Types by Regions, 2015–2017
	Region
	10’ x 10’ Climate Controlled
	10’ x 10’ Non-Climate Controlled

	
	2015
	2016
	2017
	2015
	2016
	2017

	United States
	$156.06
	$161.88
	$167.41
	$123.54
	$128.52
	$132.93

	Northeast
	$200.70
	$208.14
	$215.11
	$155.05
	$160.08
	$166.27

	South Atlantic
	$152.81
	$159.44
	$165.98
	$112.97
	$117.26
	$121.22

	Midwest
	$144.24
	$148.26
	$152.20
	$99.29
	$102.43
	$105.41

	Southwest
	$133.04
	$137.80
	$142.41
	$94.36
	$97.94
	$101.32

	West
	$154.98
	$160.30
	$165.03
	$142.85
	$149.30
	$154.67



National Retail Estate Investor (Reis), July 2016
Demand Drivers

· Job growth and housing growth are the #1 and #2 drivers of the self-storage industry. In the short term, job growth may continue, but many are concerned that inflation may increase under the Trump administration, which typically reduces hiring.
· The December Consumer Confidence Index increased 4.3 points over November, to 113.7; the Expectations Index increased 11.1 points to 105.5; and the outlook for the labor market into the first part of 2017 increased from 16.1% to 21.0%.

· The most recent household formation data from the US Census Bureau reveal that there were 1.278 million households formed during September, or an increase of 13.26%, or 149,600, from August, and higher than the long-term average of 1.161 million. 

US Housing Forecast*, 2015–2018

	Housing Activity
	2015
	2016
	2017
	2018

	Total housing starts
	1.108 M
	1.162 M
	1.242 M
	1.334 M

	   Single family
	713,000
	775,000
	855,000
	961,000

	   Multifamily
	395,000
	387,000
	387,000
	373,000

	New single-family sales
	502,000
	567,000
	630,000
	708,000

	Existing single-family sales
	4.627 M
	4.832 M
	4.826 M
	4.960 M



National Association of Home Builders, December 2016

* as of 12/2/2016
Tops in Storage

· Sovran Self Storage acquired LifeStorage, LP, during July 2016 for approximately $1.3 billion and changed its name to Life Storage. Its Q4 2016 financials will be significantly off compared to the previous three quarters.
· Simply Self Storage, the eighth largest US self-storage operator, is expected to experience significant growth following Toronto-based Brookfield Asset Management’s investment of $830 million in the company.
· U-Haul, which is the #3 US self-storage company by total square footage, but not a REIT, added approximately 3.5 million net rental square feet during 2016, and storage revenues increased 16% for the quarter ending September 2016, to $72.2 million.
Top US Self-Storage Companies, by Total Square Footage, 2016

	Company
	Total
	Company
	Total

	Public Storage
	161 M
	Metro Storage
	8.2 M

	Extra Space Storage
	86 M
	StorQuest Self Storage
	7.7 M

	U-Haul International
	49.1 M
	Westport Properties/US Storage Centers
	7.3 M

	Cubesmart
	49.1 M
	SmartStop Asset Management
	7.0 M

	Life Storage
	45.5 M
	Prime Storage Group
	6.1 M

	National Storage Affiliates
	26.2 M
	iStorage
	5.9 M

	Simply Self Storage
	17.0 M
	World Class Capital Group
	5.5 M

	W. P. Carey
	13.3 M
	Absolute Storage Management
	5.3 M

	StorageMart
	13.0 M
	All Storage
	5.0 M


Inside Self Storage, October 2016
Issues and Challenges

· Because women are 59.6% of all US storage customers – 66.1% urban, 57.1% suburban and 55.5% rural – facilities must invest in security features, such as cameras, lighting and functioning, visible electronic gates to attract this demographic segment. 
· A growing challenge to the traditional self-storage facility is valet or on-demand storage companies, such as Livible and MakeSpace, which provide a pickup and delivery service via a mobile phone app, so customers don’t have to visit a facility. 
· Another potential challenge is driverless vehicles, which will be able to park themselves in locations other than homes and be retrieved via an app. As more people use carsharing services instead of owning a car, their garages will revert to storage again.
Top 10 Average Self-Storage Price Increases 

and Decreases in Major Markets, November 2016

	Markets/Increases
	% Change
	Markets/Decreases
	% Change

	Hayward, CA
	54.2%
	Waterbury, CT
	16.7%

	Monterey, CA
	28.4%
	Roseville, CA
	12.1%

	Daly City, CA
	18.0%
	Cary, NC
	10.0%

	Burlington, NJ
	9.5%
	Palatine, IL
	9.0%

	Warren, MI
	7.1%
	Fremont, CA
	8.0%

	Honolulu, HI
	6.3%
	Santa Clara, CA
	7.8%

	Garden Grove, CA
	6.3%
	Alexandria, VA
	6.9%

	Little Rock, AR
	4.2%
	Buffalo, NY
	6.3%

	Raleigh, NC
	3.9%
	Independence, MO
	6.1%

	Elgin, IL
	3.9%
	Arvada, CO
	6.1%



StorageSeeker, December 2016
Additional Analysis

A survey of 400 Self Storage Association members published in the April 2016 issues of Globe magazine provides some interesting insights.
Age of Company, April 2016

	Age
	Percent

	Less than 5 years
	3.5%

	5 to 10 years
	12.3%

	10 to 20 years
	41.8%

	20 to 30 years
	22.5%

	Older than 30 years
	18.3%

	N/A
	1.8%



Self Storage Association (Globe, April 2016 issue)
Number of Owned Facilities, April 2016

	Facilities
	Percent

	1
	62.8%

	2 to 4
	21.3%

	5 to 9
	7.5%

	10 or more
	7.8%

	N/A
	0.8%



Self Storage Association (Globe, April 2016 issue)
Plans to Refinance or Seek New Financing for Existing Properties or 

Expansion of Portfolio During Next 2 Years, April 2016

	Time Period
	Percent

	Next 6 months
	2.8%

	Next year
	3.0%

	Next 18 months
	1.0%

	Next 2 years
	2.5%

	No plans to refinance
	75.8%

	Unsure
	15.0%



Self Storage Association (Globe, April 2016 issue)
Sources: Wheeler Commercial Website, 12/16; The Mele Storage Group Website, 12/16; SpareFoot Website, 12/16; National Real Estate Investor Website, 12/16; Self Storage Association/Globe Website, 12/16; The Conference Board Website, 12/16; YCharts Website, 12/16; National Association of Home Builders Website, 12/16; Inside Self Storage Website, 12/16; U.S. News & World Report Website, 12/16; StorageSeeker Website, 12/16.
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