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The past year has been character-
ized by significant growth in terms
of occupancy and income for the
domestic self-storage market while
overall cap rates and yields contin-
ued to compress. Robust market
activity was led by portfolio acquisi-
tions, totaling over $2.0 billion thus
far in 2013 – a pace that doubled the
prior two years. Recently, however,
self-storage REIT stocks have either
stabilized or declined, suggesting
cautious optimism in the public

marketplace. As a result, many mar-
ket participants expect income and
occupancy growth in the domestic
self-storage market to flatten while
overall cap rates and yields stabilize.

According to Self Storage Per -
formance Quarterly published by
Self Storage Data Services, year-
over-year results as of the third
quarter of 2013 show flat (0.0%)
growth for the sector’s physical
occupancy and a 1.1% decline for
rental income. At the same time,

however, the report shows self-stor-
age REITs with a 2.0% gain in occu-
pancy and a 1.2% growth in rental
income.

OPTIMISM STILL PREVAILS

Overall, our Self-Storage Optimism
Index for the second half of 2013
reports an average score of 7.50 (1 –
lowest, 10 – highest), or the highest
score recorded over the past ten
years. Similarly, most respondents
(45.0%) believe that this market is at
equilibrium, also the highest per-
centage response in the past ten
years. Lastly, in terms of strategy
(buy, sell, or build), 52.0% of Survey
respondents feel that market condi-
tions dictate buying now – the high-
est percentage in the history of
C&W’s Survey.  

While investors interviewed dur-
ing the second half of 2013 expressed
confidence in the sector’s operational
metrics for 2014, they expect rental
growth to slow. While concerns of
interest rate increases in 2014 and
uncertainty regarding the Fed’s mon -
etary policy are the primary reasons
investors feel both income and occu-
pancy will “flatten” in the industry
over the next 12 months, spreads on
interest rates appear to be declining.
In fact, November 2013 was a posi-
tive month for the CMBS market
with more than $10.0 billion issued
and AAA spreads declining to below
95 basis points, as per Cush man &
Wakefield. In addition, Bloomberg
reported $63.5 billion of offerings so
far this year and another $14.5 bil-
lion in the pipeline. Thus, it appears
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SECOND HALF FIRST HALF SECOND HALF 
2013 2013 2012

DISCOUNT RATE (IRR)a

Range 8.25% – 11.00% 8.50% – 11.00% 8.50% – 11.00%

Average 9.25% 9.50% 9.75%

Change (Basis Points) – 25 – 50

OVERALL CAP RATE (OAR)a

Range 5.50% – 8.50% 5.75% – 8.50% 6.25% – 8.50%

Average 6.25% 6.55% 6.75%

Change (Basis Points) – 30 – 50

RESIDUAL CAP RATE
Range 6.00% – 8.50% 6.00% – 8.75% 6.50% – 8.75%

Average 6.50% 6.75% 7.00%

Change (Basis Points) – 25 – 50

MARKET RENT CHANGEb

Range 3.00% – 6.00% 3.00% – 6.00% 3.00% – 6.00%

Average 3.25% 3.50% 3.50%

Change (Basis Points) – 25 – 25

EXPENSE CHANGEb

Range 2.00% – 5.00% 2.00% – 5.00% 2.00% – 5.00%

Average 3.00% 3.00% 3.25%

Change (Basis Points) 0 – 25

AVERAGE MARKETING TIMEc

Range 2 – 7 2 – 7 3 – 6

Average 3.0 3.0 3.0

Change (t, s, =) = =
a. Rate on unleveraged, all-cash transactions    b. Initial rate of change    c. In months

Source: Cushman & Wakefield
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