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UNDERSTANDING

By Charias R, Wilson, B, CRE
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Looking for equity?

See our Joint-Venture
Equity Program

www.clarkeqguity.com
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Many of lodey's owners fne Bppropriaby
locusad on the miid 10 keep her fachk
s “aoonormicaly” obouped. Eoonomic
sooupancy B oalcudabed by dnading ool
aciad rarls by tha amownt of pobential
s &1 & grean Bty

Moreower, the nterplay of asking rales
and phwsical oocupancy ang linked by tha
v of concessions offesd, Changes
in the vl of conoissaons an A aading
ndicalor of trends o lenant demand. Tha
raed 1o offer concessions o attract and
or matan tenants had been decining wmiil
e summer of 20068—about the same
trme that the S5 peakad.

Ginven thee supply of units from a matur-
ing Bnd inCreasyg segmenied Emmy of
facities, tormanis novw G Mamy Mo
choioes alboul whing thisy wish o o,
whal amanibes they Sesie, and how
mich they are wiling o pay for a wsl
with such atiribules. Sludying tha sag-
manled market halps us 10 stop Thinking
of tenants in lermsa of just houssholds Or
business establshments. it is imporiant

o mcognice that fenant demand vankes
by the neighborhood's demographecs and
by tha vanous types of Duesinesses wiiben
the resgihborhicod.

Measuring Tenant Demand

Pasi attempts o messurs lenant demand
have Deen very general For sxample,
ha mosl common measuns of enani
demand m a markal & the romiber of
squans feal of oocupssd storage Space
pear Capita, Howeeer, measuning demand
s much momne complicated, To smply
aesuma that because one neighborhood
can accommodate four, sbe, or esght
souare lest of shorage space per capis,
all nesghborhoods can do the same is
potentaly miskesding. Why'? Sell-storage
I rmarknd] - specific,

Moraover, bacausa koking solely al
the numbsr of souars beel per capita doas
nod ghes any consdeation 1o the differ-
ancas N naighborhood demographics,
it could cause ceerbuliding, Bven more
imporiant, the wilizeton of the esisting

Tracking Demand

urel M n a marks area neads (o be
studied belom buiding a mew Taclity;
i B nol uncommon Tor neny Eacilities 10
inciucke unit sires for wihich thers is itla
or no dismand.

Market Penetration
Whiia wa know the importances of study-
g he number of househoids and the
rumiber of businass estabishmans in
nalationships 10 the Pumber of Oocupwad
salf-siorags units in & ghen market, in a
wond, it ks the level of markel “penetration”
et matters. Marksl penstration can be
calculsled for a given mark: aea by first
detlermining tha olal number of occumpked
solf-giorpge unts in thal markel, 1hen
chatemmining the spll DItwen ConSumr
fnd comimareiy usags, and Bl divad-
ng tha numbaer of COMNsuMBr Oocupesd
units and commancally ocouped ks
by tha mspactve tolal number of howuss
holds. and business establishmeants.
Acconding 1o ongoing research by Salf
Storage Dala Senvices. inc. (BSOS n

Experience Builds Success...

Proudly Providing Metal Buildings for the Self Storage Industry Since 1972!

Ower 54 Milllion 5q. FL. Built To-date
> Single znd Multi-5tory Buildings
» (limate Controlied Bulldings

> [nterior Conversions

> Al Galvanized Stroctural System
> Sealed Engineered Drawings

» Locker and Mezzanine Systems

= Site Rolled Standing Seam Rool - Mo End Laps!

» (oncealed Rool-Panel Fasteners - No Exposed Screws!

(888) 422-0321 (866) T24-4783
Fax (B50) 422-0327 Fax (814) 247-6300
Sales s Lesbielndustries. com SalesaSCl45teel.com

Call Toll Free for Your Building Quote!
Leslie Industries, Inc. & Specialty Components, Inc.
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Trackeng Demana

varous mirkels across the U5, the cur-
o everage ralio of households to sel-
storage s (e, penstration) 5 aboul
1001, rmeaning thaes ans 10 howsshold for
evary axisting sall-siorage unil. Dibvioushy,
it there s mom commarcial tenants in a
arvan marked, the householss ralio can b
lower and the market wil still have sats-
tactory torsant demand.

Market Segmentation

Genaaly speaking. all hyies of meal astata
compele with other real estale within the
same class. For example, Class A officas
oompata with othar Class A offices and,
1o 8 much lesser degree, with Class B
aoffics, but probably not at &l with Class
C offices.

Tha supply of sell-siorage facilties has
reachod the point that tenanis can now
chposs the type of facility in which they
el @ uret. The types range fom Class
A, state-of-the-art, mullistory. chmatle-
condrolied facilites to single-story, first-
geEnsmation techities,

This means thal o measure fenant
demand, owners must look al the musred
segmeniation to determine how  marry
tenants sook Class A type faclities ver-
asus Class B or ©, The terant demand
for each can ba equally sirong. In some
markels, the tenant demand for Class
C faclties could easly be stronger than
sihar of the othar 1w, Jepanding upon
the local demographics.

Markel segmentation goes ewen fur-
ther as sach tenant group, whather i is
Ihose seaking high-end Class A Taciliies
or thosa ooking for the least expenshe
siorage availabls, have ther own crils-
ria for the ldnd of faciity in whech they
wart o el a unl. For exemple, fac-
tors affecting residential tanants could ba
shori-lermm versus long-term stay; high-
ncoma famiies versus middle- or low-
incoma famibes; marmied versus singla,
atc, Factors aMectng comimercipl 1enants
cod ba |large companies with mady
Bmpioyees varsus single proprietors, The
tvoa of Dusiness vanes greatly es well,

Wi spocialize in finding the right kaan
& Manii- Rocoisrse

* $howi=Term Finamcing:

Juln var long list of saisfied
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Contact David
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Loan Amount. ... .ooves.. . Locathn. =« Program

52,400, (M) z San CA ..lﬂrrﬁ!.ﬂl

£1.400,000 ... Santa CA... . .20 yr Fined

30050, 000 .. Chula Vism, CA .. .10 yr Fined

£2, 7000, Dy Columines, OH .10 yr Fixed

S2OB0000 .. .cvnvnanns Casa Grande, AL . .Adusiable

520000 OR . L 10 wr Addj. wiFined Com. Cipi
SLO00000 - . cseisiran 0wl 15 vr Fined

§1.910,000 .. Fi.. Bragg, CA. . . 15 wr Fixed

50500, Ok +« Heber City, UT .. 10 yr Fimed

SLTRS,000 .. _.._..... Por ¥ TR es bsna & w1 Fixed - 5 vr Adj
SLTTE000 . ..o cor o TOOMN B o0ty ir s rntas Adpustable

50,700,000 Spoing Valley, CA . .10 wvr Fixed - Ground Lease
51,500,000 , . view, WA ... . . 545 Fixed

S0, 200.000 . . .. Pincllas Park, FL. .. 10 yr Fixed

Fixed Itlu-s luning at 6.00 9% for Loan Amounts $500,000+
*Interest-{haly

» Mavimum Loan Doflary  * Long-Term Fied Rate
We o have excellent rates on Apartment and Commercial Property.

Benchmark Financial

Eelf-Storage. Apartment & Cammercial Fimancing
(877) B62-TO16 Ext. 201

Memher BRAL MBA. 554 Ca DHE BD 01258937~ ssbyjoct o changs

Nationwide Self Stnrage Loans

i meet your specific needs, whether it'c
sPrepavment Penalty Flexbbility

clients by cantacting me today.

Smvle. President

(619} 465-1693 FAX
loans & henichmarkfin.com
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rarging from professional seraces o
rmarnudaciuring, As competition iNncroases,
self-storage cwners will need to have a
clear understanding of the market seqg-
ments their ndhidual tacities appeal 1o,
and they nead to understand wiy tenants
choose o facity over anothar.

Investor Demand

in Allen Gresnspans iormenology, the
“excesgive axuberance” of the markest
partcpants ower the past few vears has
subsded, thanks @ parl to the cumenl
capitel market comecton impacting &l
typees of roal estato. The sefl-siorage mar-
kets have becoma mare compatilive and
iImvastors are recognizing the diffierences
in the kvl of risk assocaated with difenont
classes of iaclities,

Tha REITs and other brge pvate and
nstiutional mestors heve lemealy stood
on thee sidelings as the recen sellers’ mar-
kot dictabed thal ond Can rabs Sodnmd
1o fit &l faciliies. In the opinicn of most
imeEsioes, thal cap rate wis 100 low ghen
the leve of operating performance  and
the level of compatition in most markets,

It = anticipated thal eweston demdand
will shift away from the smaber, regonal,
krveraged wwesiors who depended on
the now-bghleming credit markets for
acquisltion capital to the pubsc and pn-
vate equity imsestors. This shift would
SEam b Sugoest B slowing in 1ha rumiber
of Class B and C transactions. Class B
and C facilites are e MOSt Mumeous,
and they represent the largest percant-
aga of the total population of salf-storags
faciiies. If Class B and C fac#ties are o
continue 1o sell, ihen the imeeston demand
will be dominated Dy equity-based ines-
tors who will ook io price fcities on
risk-Dased factors and On segmentation
of tenant demand,

While the valurni mikghit not slow dewn,
the length of time to complate deals may
incraass with the incroasad bval of dus
diligenca and tighler underarnting, Thems
will e moe use of the discounted cash
ficew analysis in facikty vabations, and

rsmmlymnflrmmmwm
It sight of the fact that & cap rale s nol
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intended as 8 rate of redum on capta or Bs
& full maasue of irevestmant periommanc.

Imestor demand =5 also beng infiu-
enced by the ot owverall trend n
operating performance. Based  upon
ihousands of facilihies moribDred ey
80 days by S5DS, the amount of rent ool
lectad per oocupied souarg ool has been
pacraaning farly stesdily smce i peakod
in the third quarter 2006 as shown in thi
Change in Hant chart

Mo that capital costs o I e
aged buyers ane highes and undarsTiing
standards have Bghtenad up, the REMs
and olher atuity Investors will etum o
e markel again, Some ey endn Tk
anoiher ook at deals they passed on
bedore, whech am 5l available as sellecs
reevaluate ther pricing demands n the
comtexd of cummant maérkal conoations

Thio imveatment demand for LDlass A
facHtias rormans SIromng. Gedar tha ammount
of capial seeking Class A facilibes and
grly a marginal increass i e cost of
capital to these investors, cap rades, &nd
themiors values for theas facilties, should
reman stable

The mestment markal for Class B
arel © facilites s stertng to &hill Boem
a sefler’s maks! 10 8 buyer's markst
because leveragnd imaastors are inding
# more difficult to make deals pencil ool
The birvid of Imvistor demand coming Irom
the leveraged buyrs will be determined
by ther wilingness (o lower ther vield
pxpacintons and the saller'’s wilingress
10 krewi Thasr praca Bapectations.

An Overall View Of Demand
Tonant demand in 2008 should continue
al -strong. kvels assuming the counbry
does mof - S8p M0 B FSCESSION, WIRCH
wimild adverssly mpact houkehosd os-
posable ncome. With leading mdcaton
suggesting weakenng tenant cemand,
moigd] cramers ame will oohisedt 1o Focus on
MEntRENng BConomis OCoUPAnCEs
White howsshold foreclosunes hinag not
had a msjor rpact on perfomance thus
far, oewners ara avwine that tha continued
howsing  orisls coudd  Theeaien o curd
consumer confidence and, therefons, 11
consumes propendity 1o spend dispos-
e income on slorage and on itEms that
naCUIE SIO0a0e.
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Iry trms al imvestor demand, ok meas-
sessment and the tightening crecd ma-
kels may Cause an Ncease & cap rales
on Class B and C =all-siorage facilites as
IMmyestors ILrm Moee CHtaous, Hgisr -
ity Class A facites, hownarn, will be lass
impacted, ¥ at all, since the cmedit crunch
will benefit equity investors, Given s
Class A% currisnt vl of periormance, the
wruted amount of new construction, and

Tracking Dermand

i Diamhers 1o entry these Tacilties enjoy,
dermand will remain strong. TR

Charies Ray Whson, MAL CRE s e
| | tounder Sef Smrage Dats Senvices,
| I (S505) an independent iesaarch
|t that maintains & dalobass of
sall-slorage operaling  Sisics
5505 & now pan of insegn Henky
Rosourtirs
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Formaill: saley @ andersenbuibdingoompany_ oo
Phoenis allke:

4411 5 Rural Rad., Sic. 106, Tespe, A E52RD
B2 I0-TA3D Fan SR04 59

Sail Ahead Of Your Competition

RV_& BOAT STORAGE

E-muail: Eugmrbon & apdemaossdsai g company. oo

* Enclosed RV & Boat
Storage

* 3-Sided Covers

* Custom Canopies

We are a supplier of pre-cngineened

Seli-Siworage. BY, & Boat Storage

Buildings. We offer waally enclosed

units of all sixes, single slope 3 ssded

i buibdings and roof canopies. We also
manufacture a [l line of Aigid frame buildings as well, We design and deliver
1o it your area building codes including engineering and drawimgs. Wie il

offer concrete and erection or our buildings with our own crews in sclect ancas

CALL TODAY FOR YOUR FREE ESTIMATE!
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T (i

Wehmias: www andersonbuibmgommpany. oom
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