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Storage Still Favorable as Property Performance May Diverge
Self-storage properties may start showing more visible performance 
differences, as the resilient sector softens, while still attracting growing 
investor interest. The self-storage national vacancy rate dropped to 10.5% 
in late 2022, after peaking at 14.9% in Q1 2020, according to REIS (Figure 1). 
The rate now appears to be leveling off. Recent self-storage rent data paint 
a clearer deceleration trend. Climate controlled (CC) unit rents fell 0.5% to 
$167.0 in Q3 2022 compared to the previous quarter. Non-climate controlled 
(Non-CC) rents showed a similar drop of 0.6% on a quarterly basis. Still, 
existing customer rate increases, rather than so-called “street” rates, should 
be the key performance growth driver. Self-storage customers are famously 
sticky. Landlords put much emphasis on customer acquisition, echoing themes in other relatively strong 
segments such as manufactured housing.1  In turn, short lease durations should also insulate the storage 
sector to some extent from inflationary pressures. Operators may be able to adjust rents on a monthly 
basis.

1  “Manufactured Housing: Resilient Segment Amid Potential Multifamily Softness,” Securitized Products Special Topics, Academy Securities, July 27, 2022

Figure 1. National Self Storage Vacancies and Unit Rents

Source: REIS, Bloomberg and Academy Securities

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DUS__MHC.pdf
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Aspects to Watch in Self Storage Loan Analysis
Weakening CMBS loans underscore aspects to watch in self-storage analysis. For example, 
the $41.4 million Storbox Self Storage (BACM 2017-BNK3) is currently watchlisted for vacancy 
issues. The 2,322-unit facility saw its occupancy dropping to the mid-60%, before apparently 
recovering in recent months. The Pasadena, CA, storage property was built in 1988. The operator 
is a relatively small, private, diversified CRE developer, according to deal documents. Property age 
and operator identity may be key factors driving self-storage property performance.
We suggest investors track the following aspects on self-storage loans:
•	 Older properties may struggle.  Functional obsolescence can challenge older storage 

properties, echoing trends in other CRE sectors such as industrial.2  The consistent, large 
difference between CC and Non-CC unit rents that Figure 1 showed alludes to the value 
customers find in modern storage units. The large, publicly traded storage REITs appear all 
focused on technological innovations such as facilitating digital access to units and remote 
property management. However, aged properties back quite a few of CMBS storage loans. 
About 48% of the CMBS storage exposure is to properties built before 2000 (Figure 2). 
For example, loans such as the $34 million Storquest – Richmond, CA,  or the $25 million 
Storage Stables Jackson (both in BANK 2021-BN38, 8.1% combined exposure) are backed by 
properties built in the 1970s or 1980s, featuring mostly Non-CC units, and what appear to 
be dated facilities, based on deal documents. In contrast, the collateral behind the $356.5 
million JPMCC 2022-NXSS SASB deal is 29-asset portfolio of newly constructed storage 
facilities, with CC units representing 95.7% of the square footage. To be sure, property age 
in and of itself may not suggest immediate credit issues. But the notable age differences 
across CMBS storage exposure merit investor attention. 

²  “Industrial Delinquencies: Don’t Happen Often, but Watch Closely When They Do,” CMBS Credit Focus, Academy Securities, June 1, 2022

Figure 2. Self-Storage CMBS Exposure by Property Age

Source: MCIA and Academy Securities

https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Industrial_DQ.pdf
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•	 Focus on under-served markets.  Markets continue to significantly differ in their storage 
inventory. Notably, New York state is still least supplied among states with most storage 
facilities.  New York features only 3.0 square footage per capita availability, compared to 
6.2 sf per capita on a national level, based on market presentations. Oklahoma and Texas 
have the most availability, at 8.7 and 8.3 sf per capita, respectively. Storage properties in 
markets with limited supply may perform well even as property characteristics may suggest 
otherwise. For example, the 18-property storage portfolio backing the $2.08 billion SMRT 
2022-MINI contains some buildings constructed before World War I or in the 1920s. But the 
MINI portfolio is comprised of storage properties in Manhattan. This explains the unusual 
properties’ age, and suggests the location, and the limited storage availability on the island, 
may be the key performance driver. CMBS exposure by state shows deals have the most 
exposure to New York and California facilities (Figure 3).

•	 Pandemic may have shifted desirable locations. The Manhattan MINI portfolio underscores 
not only limited supply markets, but also storage facilities that may be benefitting from 
urbanization trends. The relatively smaller size apartments prevalent in core urban areas are 
generating storage demand in such areas. Indeed, pre-pandemic we were more constructive 
on storage facilities in urban locations versus suburban properties, all else equal.  With the 
pandemic upending a bit the migration of young professionals (as well as empty nesters) 
to urban areas and smaller apartments, the strong storage markets may be shifting as well. 
Now secondary markets with strong population growth, such as Nashville, Raleigh-Durham, 
or Charleston, SC, are seeing the strongest performance at the market level, according to 
Yardi Matrix data.

Figure 3. Self-Storage CMBS Exposure by State

Source: MCIA and Academy Securities
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•	 Consolidation favors large operators.  Self-storage ownership remains fragmented. Small 
operators own 70.6% of the facilities, according to deal documents. 96 companies hold 
9.8% market share, and six publicly traded companies control the remaining 19.6% of the 
facilities. The large operators notably allude to industry consolidation opportunities, and 
acquisition activity. Extra Space Storage’s acquisition of Storage Express (107 remotely 
managed stores, 3.8 million sf) to the tune of $590 million is one recent example. Relatedly, 
a notable trend in the sector is generating demand via web search and mobile devices. 
Operators put significant emphasis on aspects such as Search Engine Optimization (“SEO”) 
to make sure their properties prominently appear on web search results. Customers may no 
longer drive around the neighborhood looking for storage facilities (“drive-by” acquisition). 
Such demand generation trends also give advantage to larger operators, with more robust 
technology platforms, and economies of scale. Anecdotally, one large operator noted it is 
paying on ~2+ million search keywords to promote its properties via web searches. 

CMBS Self Storage Exposure Shifting to SASB
CMBS deals have about $21.0 billion outstanding exposure to self-storage properties across more 
than 1,900 loans (Figure 4). CMBS storage exposure has shifted from mostly conduit loans to 
concentrate much more heavily in SASB deals. 

Figure 4. Self-Storage CMBS Exposure by State

Source: MCIA and Academy Securities
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Academy Securitized Products Research Recent Reports
Transitional Multifamily: Collateral Migration Away from CRE CLO Offers Different Deal Profile

The Road to Conversion: Consider Office Ground Leases and ARD Loans

Credit 2023: Advancing and Workout Approaches to Play a Central Role

Recovery Bonds: No Need to Closely Watch the Fed or the Economy Here

Hotel Receiverships: Palmer House Hilton Spotlights Stabilization Efforts

Affordable Mortgages: Fee Elimination Spotlights Convexity Profile

Office Modifications: 285 Madison May Offer a Blueprint for More to Come

Investor Non-QM: Rental Exposure with Some Structural Twists

Data Centers: A Strong Segment Juggles ABS and CMBS

Triple-A Shortfalls: Destiny Spotlights Delayed ASERs Impact

Small Balance Multifamily: Value Ahead of Slow Prepays

Future Funding: Potential Key Performance Driver as CRE CLO Pipeline Builds Up

Multifamily Prepays: Property Sales Trigger Paydowns

Manufactured Housing: Resilient Segment Amid Potential Multifamily Softness

Tender Offers: Expect More to Come, Though Not on a Predictable Schedule

NYC Multifamily: Rent Increases to Support Cashflows Amid Regulatory Restrictions

Inflation-Resistant Leases: Rent Steps Offer Some Revenue Protection, though Not Much

Industrial Delinquencies: Don’t Happen Often, but Watch Closely When They Do

Housing at a Crossroads: Single-family and Multifamily Exposures

Senior Housing: Focus on Segment Selection Amid Pandemic Impact

Hotel Reserves: Key Performance Driver after Pandemic-Driven Depletion

Disaster Performance: Pandemic Forbearance Resolutions Bode Well for Future Stresses

Government Tenants: Short Termination Notices and Specialized Properties

Russian Sanctions Impact: Lease Terminations and Forced Property Sales

Mall Foreclosures: What to Track as Servicers May Shift Away from Modifications

https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Q.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_625Mad.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Credit2023.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Recovery.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_PalmerHouse.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_HR_HP.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_285Madison.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_InvestorNonQM.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DataCenters.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_DestinyUSA.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_FRESB.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_CRE_CLO_FF.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_PC_Prepay.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_DUS__MHC.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit_Focus_Tender_Offers.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics_Rent_Regulation.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Special_Topics_Rent_Steps.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_Industrial_DQ.pdf
https://academysecurities.com/wp-content/uploads/Securitized_Special_Topics.pdf
https://academysecurities.com/wp-content/uploads/SP_Special_Topics_SeniorHousing.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Credit_Focus_Reserves.pdf
https://academysecurities.com/wp-content/uploads/CRT_Credit-Focus_20220412.pdf
https://academysecurities.com/wp-content/uploads/CMBS_Credit_Focus_GSA.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS_Special_Topics_Sanctions-1.pdf
https://academysecurities.com/wp-content/uploads/Academy_CMBS-Credit-Focus_2022-03-01.pdf


Self Storage: Aspects to Watch as Performance Decelerates

6

Disclaimer

Although certain information has been obtained from sources believed to be reliable, we do not guarantee 
its accuracy, completeness or fairness. We have relied upon and assumed without independent verifica-
tion, the accuracy and completeness of all information available from public sources.

Views and opinions expressed are for informational purposes only and do not constitute a recommenda-
tion by Academy Securities for any purpose including buying, selling, or holding any security. Views and 
opinions are current as of the date of this presentation and may be subject to change, they should not be 
construed as investment advice.

This information discusses general market activity, industry or sector trends, or other broad-based busi-
ness, economic, market or political conditions and should not be construed as operational, research or 
investment advice. This material has been prepared by Academy Securities and is not financial research 
nor a product of Academy Securities. It was not prepared in compliance with applicable provisions of law 
designed to promote the independence of financial analysis and is not subject to a prohibition on trading 
following the distribution of financial research. The views and opinions expressed may differ from those 
of Academy Securities. Investors are urged to consult with their financial advisors before buying or selling 
any securities. This information may not be current and Academy Securities has no obligation to provide 
any updates or changes.

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of 
the date of this presentation and are subject to change without notice. These forecasts do not take into 
account the specific investment objectives, restrictions, tax and financial situation or other needs of any 
specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high 
levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed 
as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on 
assumptions, and are subject to significant revision and may change materially as economic and market 
conditions change. Academy Securities has no obligation to provide updates or changes to these forecasts. 
Case studies and examples are for illustrative purposes only.

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as 
applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. Investors 
cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by inves-
tors, and reflect those indices that the Investment Manager believes, in part based on industry practice, 
provide a suitable benchmark against which to evaluate the investment or broader market described here-
in. The exclusion of “failed” or closed hedge funds may mean that each index overstates the performance 
of hedge funds generally.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO 
ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO.

©Academy Securities, Inc.


