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Self-Storage: What to Expect in 2014
by Bill Brownfield, CRE, CCIM & Ben Vestal

he author Anne Lamott has a tough point of view about

expectations and has described them as “resentments un-

der construction.” She may be right on a personal level, but
business thrives on setting and achieving expectations, especially
when a new year begins. Otherwise, what’s a goal or budget for?
So here’s a summary of our expectations ... we think Trammell
Crow’s 20-year old upbeat proclamation is most appropriate for
2014: “It’s all up to you!” and we feel comfortable modifying Lam-
ott’s comment to “self-storage is under construction””

Self-storage is starting the year with healthy overall occupancies
and all of the self-storage REITs are touting historically high occu-
pancies and most independent operators are not far behind. It ap-
pears to be the comeback year for new development in many major
markets around the country. With the potential for higher interest
rates, as many pundits are predicting, the sales of existing facilities
could increase as well, since sellers may finally be able to invest
sales proceeds in other alternatives. The lack of investment alter-
natives, especially for independent owners, was widely perceived
as a reason for some owners to sit on the fence in 2013 and to not
sell. That’s now likely to change. And if these ‘expectations’ reflect
reality, the self-storage industry will remain on the upward slope
of the real estate cycle and, barring some exogenous event, the in-
dustry should have a productive and profitable twelve months. Do
industry professionals agree? And are there any underlying trends
that support this positive outlook? Here are some answers:

Development: We aren’t alone in expecting development activi-
ty to increase this year. Heath Mulkey, of Storage Structures Inc.,
tells us that “storage constriction has increased in many east coast
markets this year including New York City and Washington, D.C”
Wayne Woolsey of Kiwi II Construction echoes those comments
and indicates that construction activity is highest on the east and
west coasts as well as few central states. Wayne says that “one
threat to this new bid work is the steel suppliers are talking about
cost increases. Hopefully they will be low percentage increases.”
Regarding overall trends in development, Barry Sherman of DCB
Construction tells us that “the REITs are taking down land at a
record rates. The trend is to produce fresh new designs mainly
indoor and multi-story. As you might imagine, construction costs
are following the same line, as more glass, trendy architecture and
energy code requirements are being integrated. Watch for con-
struction material escalation in the next 3 quarters as suppliers will
begin to get bullish”

Lending: Sales don’'t happen unless equity and debt are both avail-
able, and debt is certainly the more important of the two, since
leverage is so critical for real estate acquisitions and for construc-

tion lending. We asked Shawn Hill of BSC Group what he thinks
of the debt markets. Regarding availability, he told us “for 2014,
we expect to see an increased appetite from banks for construc-
tion loans for well qualified sponsors and projects” and added that
we may even “see lenders start to push the envelope on leverage
back to 80% given the fierce competition for quality deals” Dale
Stewart, who specializes in self-storage for Northmarq Capital, is
bullish on lending too. He said “with the strength of the self-storage
market prompting new construction, were seeing banks offer loans
to well-capitalized developers with proven operating capabilities.”

Rates: Regarding interest rates, Dale Stewart sees both CMBS and
bank lending increasing and rates remaining very competitive, with
CMBS offering “the most aggressive terms with 10-year rates in the
5 - 5.25% range.” He also believes “the government’s focus on un-
employment will keep rates in check throughout the year;” meaning
banks should follow suit. Shawn Hill suggests the early birds will
do better than latecomers and that “the wildcard for 2014 will be
the new Fed Chairman and how quickly they start to revert on the
unprecedented monetary policy that has kept rates so low. Rates
will likely creep up as 2014 progresses, so borrowers that transact
earlier in the year may be rewarded with better rates”

Sales Activity: What do national trends suggest will happen? We
looked at the total number of self-storage facilities sold in the U.S.
for 2011, 2012 and 2013, including CoStar data and sales through
the Argus network. The results were interesting. Sales activity
spiked in 2012, significantly above 2011’s sales, and then declined
modestly in 2013. The biggest percentage increases in 2012 were
in the South Central and West regions but, importantly, every re-
gion of the U.S. saw substantial gains in the number of facilities
sold. This was surely driven by sellers scrambling to avoid the cap-
ital gains tax increase that went into effect January 2013. Not sur-
prisingly, the number of facilities sold then decreased nationally in
2013 (dollar volume actually increased, due to a large number of
portfolio sales), with the first half of 2013 experiencing a weaker
than normal supply of properties for sale. Sales activity in the latter
half of 2013 returned to more normal levels. We expect the same
for 2014, since we should see a normalized level of sales activity
throughout the year.

So, with such a strong wind at our backs, the self-storage indus-
try should grow nicely during the coming year. But every sailboat
needs someone to turn the wheel, so remember to heed Mr. Crow’s

advice: IT°S ALL UP TO YOU! MM

Ben Vestal, President of Argus Self Storage Sales Network, can be reached at 800-557-8673 or bvestal@
argus-realestate.com. Bill Brownfield, CRE, CCIM, is the Argus Broker Affiliate representing the Central
and South Texas markets. He can be reached at 713-907-6497 or brownfield@selfstorage.com.
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Property Showcase

Bullhead City, AZ e« $403,750 Lee’s Summit, MO « $2,650,000
¢ 68 Units ;
¢ 344 Unit
* 13,561 RSF e 38 13;"RSSF
* 1.01 Acres « 3.83 Acres
* Convenient neighborhood « High visibility location in one
location _ of Missouri’s fastest growing
* Near planned bridge suburbs in the KC metro
connecting Bullhead City to « Extremely strong ancillary
Laughlin, NV income
* Below market rents * Offers climate, open and
¢ Excellent upside potential conventional storage
¢ For sale with Riverview
e 24h
Storage in Bullhead City our access
Jeff Gorden, CCIM Larry Goldman, CCIM
480-331-8880 913-339-0641
jgorden@selfstorage.com Igoldman@selfstorage.com
Bullhead City, AZ . $357,000 Washington Court House, OH « $355,000
: e 103 Units
¢ 84 Units
« 12,685 RSF . 1%80&255
o 0.54 Acre $ 0t
¢ Excellent frontage on ¢ ':(‘)C:,df'ﬁg:gl ;:'sgggg: of land
Riverview Dr.
e Parkway expansion to increase ¢ \é\ﬁ:gﬁ%’;swuaed metal
. tBrgllfglv(\:/ ﬁgplf:t rents * éOOO/ ° oclgurp])gncy d aood
¢ Excellent upside potential ¢ .egtlj.'l’.'ty ighting and goo
e For sale with Clearwater visibility
Storage in Bullhead City Alec Pacella, CCIM
Jeff Gorden, CCIM & M'z‘.ig_a‘}%pggggs"y
) 480-331-8880 apacella@naidaus.com
jgorden@selfstorage.com mvenesky@naidaus.com
Boulder, CO ° Call for Offers Selma, OR . $649,000
¢ 1,317 Units e 106 Units

e 109,130 RSF

¢ Unique opportunity to
purchase in market with very
high barriers to entry

¢ Very strong Boulder storage
market

¢ Strong performance for more
than a decade

¢ Unique tax depreciation
opportunity

Joan Lucas
720-855-6587
jlucas@selfstorage.com

e 14,626 RSF

e 5.26 Acres

¢ Upside potential with
aggressive marketing

¢ Excellent opportunity for
owner/operator

¢ Pride of ownership

¢ Good tenant occupancy

¢ Rural southern Oregon
location

Steve Boldish, CCIM
541-776-1031
steve@mcpre.com
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million to meet the needs of every buyer.

contact your local Argus Broker Affiliate listed on the back of the Market Monitor!

Alabama
Foley

Pinson

Theodore
Arizona
Bullhead City
Bullhead City
Kingman
Arkansas
Hiwasse
California
Orland
Vallejo
Vallejo
Woodland
Yreka
Colorado
Boulder
Loveland
Florida
Jacksonville
Lake City
Lake City

New Port Richey

St. Augustine
Georgia

Carrollton

Villa Rica

Villa Rica

Winston
lllinois

Dupo
Kansas

lola

Junction City

Topeka
Louisiana

Bossier City

Michigan
Lapeer

Missouri
Branson West
Lee’s Summit
Republic
Sunrise Beach

Mississippi
Brandon

$999,500  Bill Barnhill/Shannon Barnes 251-432-1287

Stuart LaGroue

251-432-1287

$1,270,000 Bill Barnhill/Shannon Barnes 251-432-1287

Stuart LaGroue

$300,000 Bill Barnhill/Stuart LaGroue

$403,750  Jeffery A. Gorden
$357,000 Jeffery A. Gorden
$3,875,000 Jeffery A. Gorden

$599,000 Larry Goldman

$1,875,000 Tom de Jong
In Contract Tom de Jong
$1,850,000 Tom de Jong
$6.50 PSF Tom de Jong
$590,000 Tom de Jong

Make Offer Joan Lucas
$2,400,000 Joan Lucas

$3,675,000 W. Frost Weaver
$1,535,000 W. Frost Weaver
$325,000 John W. Hill

$425,000 Chuck Grey/Jeff Grey

$2,200,000 W. Frost Weaver

$270,000 Mike Patterson
$1,200,000 Mike Patterson
$880,000 Mike Patterson
$292,000 Mike Patterson

$807,000 Larry Goldman
$530,000  Larry Goldman
$1,895,000 Larry Goldman
$1,795,000 Larry Goldman

$1,098,000 Tyler Trahant/

251-432-1287
251-432-1287

480-331-8880
480-331-8880
480-331-8880

913-339-0641

408-282-3829
408-282-3829
408-282-3829
408-282-3829
408-282-3829

720-855-6587
720-855-6587

904-265-2001
904-265-2001
386-362-3300
727-849-2424
904-265-2001

770-241-9070
770-241-9070
770-241-9070
770-241-9070

913-339-0641
913-339-0641
913-339-0641
913-339-0641

817-840-0055

Stuart LaGroue/Shannon Bames 251-432-1287

$785,000  Jim Soltis

$895,000 Larry Goldman
$2,650,000 Larry Goldman
$850,000 Larry Goldman
$1,870,000 Larry Goldman

810-494-2062

913-339-0641
913-339-0641
913-339-0641
913-339-0641

$650,000  Bill Barnhill/Stuart LaGroue 251-432-1287

Shannon Barnes

Mississippi, cont.
Canton
Leland $286,000
3-Prop. Portfolio$4,500,000

New Hampshire

Claremont $290,000

Fitzwilliam $675,000

Loudon $650,000
New Jersey

Branchville $1,950,000

Hackettstown  $4,400,000

Montague $1,600,000

Pemberton $975,000

Pennsauken  $1,300,000
New Mexico

Mesilla Park ~ $625,000
New York

Hicksville $4,200,000

Islip $3,995,000

Middletown $450,000

Modena $995,000

Peekskill $3,500,000

Port Jervis $1,600,000
North Carolina

Whiteville $3,750,000
North Dakota

Watford City ~ $1,200,000
Ohio

Cleveland $2,300,000

Copley SOLD!

Elyria $2,699,000

Painesville Call Broker

Washington CH $355,000

Zanesville $585,000
Oklahoma

Moore $1,573,000
Oregon

Selma $649,000
Pennsylvania

Bechtelsvile  $1,350,000

Matamoras  $1,100,000

Olyphant $850,000
South Carolina

Aiken $1,100,000
Virginia

Petersburg $450,000
Wisconsin

Milwaukee $2,262,000

Sells Self Storage Nationwide!

Over $90 million in self storage properties currently for sale, with prices ranging from $270,000 to over $4

For property details, broker information and helpful industry articles, visit www.argus-selfstorage.com or

$850,000  Bill Barnhill/Stuart LaGroue 251-432-1287

Bill Barnhill/Stuart LaGroue 251-432-1287
Bill Barnhill/Stuart LaGroue 251-432-1287

Joe Mendola
Joe Mendola
Joe Mendola

Linda Cinelli
Linda Cinelli
Linda Cinelli
Linda Cinelli
Linda Cinelli

David Etzold/Noel Woodwell

Linda Cinelli
Linda Cinelli
Linda Cinelli
Linda Cinelli
Linda Cinelli
Linda Cinelli

Joey Godbold

Bruce Bahrmasel

603-668-7000
603-668-7000
603-668-7000

908-722-5661
908-722-5661
908-722-5661
908-722-5661
908-722-5661

915-491-9610

908-722-5661
908-722-5661
908-722-5661
908-722-5661
908-722-5661
908-722-5661

704-632-1027

312-518-3550

Alec Pacella/Michael Venesky 216-455-0886
Alec Pacella/Michael Venesky 216-455-0886
Alec Pacella/Michael Venesky 216-455-0886
Alec Pacella/Michael Venesky 216-455-0886
Alec Pacella/Michael Venesky 216-455-0886
Alec Pacella/Michael Venesky 216-455-0886

Jared Jones
Steve Boldish
Chuck Shields
Linda Cinelli
Chuck Shields
Joey Godbold

Stuart Wade

Matson Holbrook

918-583-3483
541-776-1031
610-828-0100
908-722-5661
610-828-0100
704-632-1027
757-618-3597

414-270-4108



more information.
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Larry Goldman, CCIM, of RE/
MAX Commercial sold a self-stor-
age development site in St. Joseph,
MO! Contact Larry at 913-339-
0641 for more information.

Alec Pacella, CCIM & Michael
Venesky, of NAI Daus sold a fa-
cility in Copley, OH! Contact Mi-
chael and Alec at 216-455-0886 for
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Congratulations to the following Argus Broker Affiliates on their recent sales!

Mike Helline & Paul Grisanti CCIM,
of Grisanti Group Commercial Real Es-
tate sold Climate Conscious Storage in
Radcliff, KY and a self-storage facility
in Louisville, KY! Contact Mike at 502-
253-1811 for more information.

¢
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Contact an Argus Broker Affiliate

NORTHEAST

Guy Blake, CCIM

Linda Cinelli, CCIM, CEA
Joseph Mendola

Chuck Shields

SOUTHEAST
Bill Barnhill, CCIM
N.J. “Joey” Godbold
Mike Patterson, CCIM
Stuart Wade

Company
Pyramid Brokerage Company

LC Realty
NAI Norwood Group
Beacon Commercial Real Estate

Omega Properties, Inc.

Percival McGuire Commercial Real Estate
Commercial Realty Services of West Georgia
The Nicholson Companies

Frost Weaver (FL Commercial Brokers Network) Weaver Realty Group, Inc.

NORTH CENTRAL

Bruce Bahrmasel

Alec Pacella, CCIM & Michael Venesky
Larry Goldman, CCIM

Mike Helline & Paul Grisanti, CCIM
Matson Holbrook, CCIM & Max Schultz
Jim Soltis

SOUTH CENTRAL

Bill Barnhill, CCIM

Bill Brownfield, CRE, CCIM

David Etzold & Noel Woodwell

Larry Goldman, CCIM

Mike Helline & Paul Grisanti, CCIM
Jared Jones, CCIM

Richard D. Minker, CCIM & Tyler Trahant

WEST

Steve Boldish, CCIM

Tyler Clay, Bob Southern & Nicholas Maerz
Tom de Jong

David Etzold & Noel Woodwell

Jeffery A. Gorden, CCIM

Larry Hayes

Joan Lucas

Jason Wilcox, CCIM

Landstar Realty Group

NAI Daus

RE/MAX Best Associates

Grisanti Group Commercial Real Estate

Siegel-Gallagher, Inc. 414-270-4108 WI

Preview Properties.com 810-494-2062 MI

Omega Properties, Inc. 888-801-4534 AL, MS, LA
MKP Self Storage LLC 713-907-6497 South & Central TX
Etzold & Co. 915-845-6006 West TX
RE/MAX Best Associates 913-339-0641 AR

Grisanti Group Commercial Real Estate 502-253-1811 ™
Porthaven Partners 918-583-3483 OK

CASE Commercial Real Estate Partners 817-335-5600 North TX
Oregon Self Storage Brokers 541-776-1031 OR
Coldwell Banker Commercial Clay & Associates 775-829-5900 NV

Colliers International 408-282-3829 Northern CA
Etzold & Co. 915-845-6006 NM

Eagle Commercial Realty Services 480-331-8880 AZ

Hayes & Associates 406-728-0088 ID, MT

Joan Lucas Real Estate Services, LLC 720-855-6587 CcO

RAVEN Commercial Real Estate 206-919-7643 WA

Phone

845-522-5900
908-722-5661
603-668-7000
610-862-1645

Territory

Upstate NY, Western CT
Northem NJ,NY (NYC, Long Island)
MA, ME, NH VT, Eastern CT
Eastern PA, Southern NJ, DE

888-801-4534 FL Panhandle
704-632-1027 NC, SC
770-241-9070 GA
757-618-3597 MD, VA

904-733-0039

312-518-3550
216-831-3310
913-339-0641
502-253-1811

North, Central & South FL

Northern IL, Northern IN
OH, Western PA

KS, MO, Southern IL
KY, Southern IN



