
www.ministoragemessenger.com         JANUARY 2012         43

Market conditions for self-storage are 
very strong in key cities in the Northeast/
Mid-Atlantic regions of the U.S. In fact, all 
cities analyzed are under-supplied. This 
demonstrates why demand by investors 
is strong for urban, in-fill locations with 
barriers to entry for new competition. 
In fact, the largest portfolio acquisition 
(over half a billion dollars) in the past 
several years was in New York. 

For under-supplied markets, increas-
es in occupancy and income are com-
mon characteristics. These large mar-
kets, such as New York, can be skewed 
because there are few comparable mar-
kets of this size. Consequently, demand 
tends to be under-stated in the New 
York, Northern N.J., Long Island CBSA. 

The supply/demand metrics of these 
cities demonstrates how benchmarking 
can be a valuable analytical tool. These 
markets are under-supplied suggest-
ing upside to cash flow operations. 
Considering 2011 had less than 100 
new facilities built nationwide, compared 
to a peak of nearly 2,000 during the 
boom cycle, the supply/demand metrics 
are not likely to change significantly in 
these key cities. It is important to note 
that benchmarking is the first step of 
analysis. Drilling down to the individual 
trade areas is the key to determining 
winners and losers in the self storage 
asset class.

Urban, in-fill locations like these key 
cities analyzed often have demographic 
characteristics that are positive for self 
storage demand including large popula-
tion with a high percentage of renters 
resulting in high density trade areas. In 
general, this means cash flow opera-
tions, such as occupancy and income, 
will increase faster in boom markets and 
recover faster during bust markets com-
pared to other CBSAs. These strong 
fundamentals indicate a bullish outlook 
for self storage in these key cities.   
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STRONG FUNDAMENTALS IN THE 
NORTHEAST/MID-ATLANTIC

the politicians talking about the haves 
and the have-nots in society, there is a 
large gap between prices paid for higher 
class properties, especially in the most 
attractive markets versus prices found 
in suburban and rural markets. Below is 
a sampling of the some smaller deals in 
secondary markets:

Chester, N.Y., a 31,200-square-foot 
facility with 70 percent occupancy and 
room to expand by 48,000 square feet, 
sold for $58/square foot, or an 8.5 percent 
cap rate but no value was given for the 
additional land.

Syracuse, N.Y., was a bank sale on a 
10,800-square-foot facility with 100 units 
that was 60 percent occupied but had 35 
percent economic occupancy at the time 
of sale. It sold for $330,000 or $30 per 
square foot.

In Myerstown, Pa., a 22,800-square-foot 
facility, sold for an 11.5 percent cap rate or 
$21 per square foot. Again, no value was 
given for the additional land for expansion.

Financing will continue to play a  
significant role in whether deals close. 
Non-recourse financing near 5.5 percent 
just a month ago has pushed higher 
due to the sovereign debt crisis and 
world-wide budget deficits. A window of 
opportunity continues to exist for sellers 
to receive very attractive prices on their 
facilities as the sheer number of buyers 
greatly exceeds the number of sellers. 
Potential sellers can still benefit from low 
capital gains tax rates, favorable buyer 
financing, and a recent push higher in 
prices. It will be interesting to see how 
many take advantage of this opportu-
nity as extraneous factors such as the  
presidential election, tax reform, and 
potential inflation could certainly move  
the market in the other direction. 
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