
Local Expertise with National Coverage

Self-Storage Newsletter
Colliers Valuation & Advisory Services

National Self-Storage Insights | 4th Quarter 2022

Accelerating success.

In This Newsletter
•	 The Resiliency of the Storage Industry
•	 Make Sure you Understand Tax Implications
•	 2023 Commercial Real Estate Outlook
•	 NYSSA Investment Forum Review
•	 Colliers Recent National/Regional Capitalization Rate Survey
•	 T-Bills Vs Capitalization Rates



Self-Storage Newsletter  |  4th Quarter 2022

P. 1    |   Colliers

Self-Storage Valuation Group
Colliers Valuation & Advisory Services (CVAS) is a leading provider of real estate valuation and consulting services that plays a pivotal 
role in today’s business climate.  An accurate and well supported opinion of property value can mean the difference between reaching 
a critical goal-securing a loan, closing a sale, reporting to investors, or choosing the best asset for your business or portfolio. Our 
team has completed over 7,000 assignments in the last five years and added several senior professionals throughout the country 
including professionals in Canada. Our commitment to high-end client services, coupled with Colliers unparalleled market intelligence 
and resources, differentiates us as the firm of choice in the real estate industry.

There is a lot of uncertainty in the real estate market moving into 2023. Following two years of pandemic-
driven correction, signs of stabilization were emerging. However, there is considerable debate and speculation 
regarding the future as interest rates and inflation climbed significantly during the 2nd half of 2022. There 
are two major drivers in terms of the growth outlook (one positive and one negative): 1) disposable income is 
starting to grow, which is a very good sign for the storage industry and 2) financial conditions have started to 
tighten due to a rise in interest rates and inflation. These are considered somewhat offsetting factors. With all 
the uncertainty that has occurred, the self-storage industry has continued to shine in comparison to other asset 
classes. The table below compares self-storage returns to other property types:

There are several reasons why the industry has been so successful over the years. These include:

•	 There is still plenty of room for industry consolidation. The ten largest self-storage operators control approximately 20%+ of 
facilities nationwide and 25%+ of net rentable square feet. 

•	 When the market is strong, and people have disposable income then storage is a priority. When the market is struggling, 
people are moving around and downsizing, and storage becomes a necessity. 

•	 Typical expenses for facilities range from 30% to 35%, with the largest expenses being taxes and payroll.

•	 Self-storage can be an easy investment to oversee as an owner, with strong professional management companies (REITs) 
available to oversee facilities.  

•	 Self-storage facilities are adaptable. Due to the construction materials of the units (typically metal) you can reconfigure units 
based on demand. 

•	 Income is not limited to the monthly rent of storage units. Additional income generators include tenant insurance, RV/boat 
storage, moving truck rentals, administration fees, late fees, merchandise sales, and auction services.

For the first time in years, the storage sector is facing a set of challenges that could force a “reset” of expectations moving into 
2023. Over the last three months our storage team has been part of several national calls and participated in state and national 
conferences. Based on our conversations with market participants, as well as our experience in our respective regions, we have 
decided to put together a SWOT analysis of the industry. SWOT is an acronym for the internal strengths and weaknesses of an asset 
or asset class (storage) and the environmental (external) opportunities and threats facing that property or industry. Based on our 
analysis of the self-storage industry we have identified the following strengths, weaknesses, opportunities and threats of the industry 
moving forward.

Jeff Shouse, MAI, CRE
National Self-Storage 

The Resiliency of the Storage Industry
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Although changes are inevitable due to the economy, the self-storage industry continues to present strong fundamentals. The relative 
strength and stability of the industry will continue to make self-storage a compelling option for investors as other property types 
struggle over the next year. 

Jeff Liu is a senior valuation specialist in the Austin Valuation and Advisory Services office.  He started his 
appraisal career in 2013 and has specialized in the self storage asset class since 2017.  Mr. Liu has worked on a 
multitude of self storage property types and valuation scenarios, including proposed development, value add, 
RV-Boat storage, and conversions, among others.  His primary geographic focus has been Texas, with extensive 
experience in the following markets:  Dallas-Fort Worth, Austin, Houston, San Antonio, Corpus Christi, Killeen-
Temple, El Paso, Laredo, Lubbock, and the Rio Grande Valley region.  Mr. Liu has also completed a number of 
assignments in Oklahoma, Louisiana, Arkansas, and Mississippi.  He has excellent relationships with various 
market participants within the self storage industry, including brokers, lenders, developers, and regional and 
national investors.        

Jeff Liu
Austin, TX 

Look Who Joined Colliers
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After a record-setting year in 2021 — the 
office sector aside — 2022 was a tale of two 
half-years featuring more twists and turns 
than a boardwalk roller coaster. The year’s 
first half featured strong investment activity 
— a continuation of 2021’s momentum. 
Robust demand for goods boosted the 
industrial and retail sectors but further 
stressed an already fragile supply chain, 
causing inflation to surge to 9.1% in June, a 

four-decade high. In response, the Fed increased interest rates 
by a cumulative 425 basis points in the rest of 2022, bringing 
the once white-hot housing market to a standstill and sidelining 
commercial real estate investors in the last half of the year.

While demand for industrial space remained strong, tenant 
downsizing and the shift to hybrid work began to take hold in the 
office sector, leaving sublease availability at a record high of 242.8 
million square feet. Multifamily rents grew strongly, particularly 
earlier in the year, as rising home values priced many would-be 
buyers out of the single-family market. The retail sector gained 
momentum as emergency conditions of the pandemic began to 
subside, and other asset classes like data centers, self-storage, 
and life sciences buildings continued to shine. 

With the economy projected to tip into a mild recession during the 
second quarter of this year, 2023 will serve as a year of discovery. 
Multifamily will remain a favored asset, but the unbridled rent 
growth of 2022 will moderate. In the office sector, higher vacancy 
and reduced space needs will cause distress. The retail sector will 
be impacted as consumers scale back due to higher borrowing 
costs, drawn-down savings accounts, and slower job growth. 
Meanwhile, the industrial sector, after healthy growth during the 
supply-constrained environment of the last two years, will now 
face industrial production declining due to a strong dollar, higher 

interest rates, and softening demand in the U.S. and abroad. 
Overall, we expect the commercial real estate sector to catch its 
collective breath in 2023 and begin to regain its footing as the 
economy heats up again in 2024 and beyond.

Economy
Trends to Watch in 2023

•	 U.S. Slides into a Mild Recession: The Fed’s swift and 
aggressive monetary policy, coupled with persistent 
inflation and slower global demand, will push the economy 
into a mild recession by midyear. While the Fed is likely to 
stop hiking rates after its first quarter meetings, it won’t 
begin to reverse course despite moderating inflation until 
later in the year or early 2024.

•	 Inflation Poised to Drop Significantly: Easing supply 
chain challenges and falling energy, gas, and commodity 
prices will relieve inflationary pressures. Inflation can then 
fall significantly because of lower rents and housing costs, 
moderating healthcare costs, and retailers unloading too 
much inventory.

•	 Labor Constraints Ease: Strong employment growth 
propelled the economy in 2022, but the labor market will 
begin to stall in 2023, and growth will turn negative by 
summer. Although relatively low by historical standards, 
the unemployment rate will rise above 4.5%, and wage 
growth will drop closer to the Fed’s 2% target range.

•	 Consumer Spending Runs Out of Steam: As he pandemic-
boosted household savings rate falls below pre-pandemic 
levels, households will likely curb spending, particularly 
on higher-priced goods, as labor market conditions 
deteriorate and wage growth retreats.

•	 Residential and Business Investment Weaken: Despite 
stabilization in the 10-year Treasury and 30-year mortgage 
rates, single-family sales will remain tepid. As pentup 
demand eases, higher borrowing costs and tightening 
lending standards will cause business investment to soften 
as companies reduce expenses in a contracting economy.

•	 Housing Affordability: Despite a quick and dramatic 
reversal in the housing market by the end of last year, 
affordability will remain a paramount concern. Elevated 
mortgage rates will discourage existing homeowners from 
moving and sideline many would-be buyers. Therefore, 
multifamily demand will persist, and, limited inventory 
in most markets will keep housing costs for owners and 
renters elevated.

Click here to review Steig’s full market report. 

What a Difference a Year Makes: 2023 Commercial Real Estate Outlook

Steig Seaward 
National Director of 
Research

https://www.colliers.com/en/research/cre-trends-2023?utm_source=sfmc%e2%80%8b&utm_medium=email%e2%80%8b&utm_campaign=2023+CRE+Outlook+2-8-22%e2%80%8b&utm_term=https%3a%2f%2fwww.colliers.com%2fen%2fresearch%2fcre-trends-2023%e2%80%8b&utm_id=252925%e2%80%8b&sfmc_id=3156255&Name=&FromEmail=&ReplyEmail=
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Real estate taxes have a significant impact on the valuation of self-storage facilities. Unlike other expenses 
such as advertising, management fees, and repairs and maintenance, taxes can vary widely not only from state 
to state, but even between neighboring counties or cities. Real estate taxes broadly range from below $0.50 
per square foot in some rural areas to over $10.00 per square foot in some primary metropolitan areas with 
aggressive taxing municipalities. As a percentage of effective gross income (EGI), these same areas range from 
below 5% to over 25%. As such, relatively minor changes in tax assumptions can drastically affect value, especially 
when projected taxes differ from historical taxes (CA is good example). The 2022 Expense Guidebook by MiniCo 
Publishing provides averages for each of the expense categories for this property type, including taxes. See table 
below.

When estimating a future tax burden, it is important to consider the following key factors:

•	 What taxing authorities are involved with the taxation of the subject? This varies by geography      and may include taxes levied by 
the state, county, and/or city/township. A common pitfall in areas with multiple taxing authorities is to base projected taxes on a 
tax bill from a single taxing authority, such as the subject’s county, when the subject is taxed separately by both the county and 
the city.

•	 What formula is utilized to derive the subject’s taxable value? It is very important to apply the local tax rate to the appropriate 
value. Municipalities may apply the tax rate to the taxing authority’s opinion of market value, often called the assessor’s fair market 
value. Other times, it may be a fraction of fair market value, as determined by an assessment percentage or equalization rate.

•	 How does the taxing authority’s opinion of market value relate to actual market value? This is component that leads to the most 
miscalculation and requires a thorough investigation of local practices. Items to consider are:

•	 How often is the subject reassessed? Areas with frequent reassessments have a greater chance of being tied closely to actual 
market value.

•	 Does the subject’s taxing authority require sale price disclosures? Areas that require sale price disclosures are likely to have 
much more accurate assessed values, while those without mandatory disclosures may have a high margin of error.

•	 Does a sale automatically trigger a reassessment? Many municipalities will set a subject’s assessed value at its recent sale 
price, so long as the sale may be verified to be an arm’s-length transaction. This can lead to major changes to this expense 
category. An example of this is the State of CA (Prop 13) and the State of MI. Upon sale, both states require an immediate 
reassessment based on the sales price. An allocation between real estate and personal property is becoming the norm.  

•	 What opportunities exist for appeal? In many municipalities, appeals to contest the subject’s assessed value are common or 
even expected. In extreme areas, property owners that do not appeal their taxes may even be accused of mismanagement. If 
these opportunities have not been utilized by the prior owner, a tax projection may even move downward in an appreciating 
market.

•	 What is the typical market practice in the local area? Ultimately, a good tax projection will mirror market practice. Taxing 
authority policies may differ from their practices, so it is important to gather additional insight on historical trends. For 
example, in many areas, assessed values are trailing market values by a certain percentage even though the municipality 
claims to assess real estate at 100% of market value.

Make Sure You Understand Tax Implications

Tom Sapontzis, MAI
New York, NY

Colliers   |    P. 4
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After hitting the tightest spread be-tween CAP rates and the 10-year T-Bill rate during the 3rd quarter of 2022 we 
saw a slight easing at year-end and anticipate the easing will continue into the first half of 2023. A combination of 
interest rate easing and modest CAP rate increases moved the spread up 45 basis points during the final quarter. 
Given that there is still excess capital looking to be placed within self-storage we likely won’t see the spread inch 
anywhere close to the 15-year average of 418 bps! We are currently at just over 200 bps spread with recent deals 
trading with negative leverage, including the recent $267 million closing with Related acquiring assets from the 
Wentworth Group at a CAP rate reported in the mid to high 4% range at the end of November (for specifics please 
connect with the Colliers Self-Storage brokerage team). After a rather soft close to 2022 and a quiet start to 2023 
deal activity is showing signs of picking up steam.

Tom de Jong
San Jose, CA 
+1 408 724 0337  

T-Bills Vs Capitalization Rates

A review of the stock prices over the last 10+ years provides a glimpse into value trends for the self-storage industry. After experiencing 
a brief decline in 2008 and 2009 due to the Recession, self-storage surged to become one of the best performing REIT sectors with 
continual gains over the last several years. Over the last 10 years, we have seen a steady increase for the majority of the REITS. Even 
though the pandemic, the majority of the REITS saw stock prices at an all-time high. However, due to interest rates, inflation and the 
uncertainty of the overall market, we have seen a decline over the last year.  

Self-Storage Real Estate Investment Trusts (REITS)

P. 5    |   Colliers
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The rates indicated above are an average of hundreds of sales that have occurred throughout the time periods 
mentioned above (6 months). These averages include A to C quality facilities, as well as portfolio transactions. 
Based on the information above, there has been a significant change to national capitalization rates over the 
last year. The national average according to Colliers International was 5.10% as of the 4Q 2021, but increased 
approximately 80 points to 5.90% in 4Q 2022. Capitalization rate throughout the industry still remain very strong 
due to the limited number of facilities available for sale, interest from current market participants as well as 
new debt coming into the market. Storage provides good underlying market fundamentals compared to other 
property types.  Most investors expect overall capitalization rates for the storage industry to remain relatively 
stable through 2023. 

Cap Rate Analysis

Kate Spencer, MAI
Practice Group Leader

The New York Self-Storage Association’s 2023 Investment Forum took place on January 4, 2023, at the 583 Park 
Avenue event space. The Forum addressed the 2023 self-storage market with some of the most experienced 
developers, owners, and financial institutions. With interest rates/the cost of money rising, the overarching 
sentiment was one of uncertainty, with the caveat that the self-storage market has strong financials and continues 
to outperform most asset classes. Although the 1st half of 2022 saw a high volume of transactions at the upper 
end of the price range, it was reported that the 2nd half of the year saw an expanding delta over value, between 
buyers and sellers, making transactions harder to complete. Anticipated rent growth is expected to be between 
3% - 4%, while underwriting is currently being based on in-place NOI, not projected NOI. The acquisitions panel 
noted that buyer interest is still elevated, and they hope to invest same amount in 2023 as they did in 2022. 
Overall, the institutional buyers feel cap rates will increase slightly (25–50 bps) over next 12 months and then 
flatten over remainder of 2023 and that distressed properties will not come from operating performance but as a 
result of a financial trigger such as the end of a construction loan or maturity of debt. Based on the above, bridge 
loans have increased in popularity 
as a band aid to get through the 
elevated rate environment with 
the hope that rates will settle in 
3-5 years. Inflation in 2022 has 
owners/operators concerned 
about increasing tax burdens 

and payroll expenses and looking to additional revenue 
stream such as solar power. Additionally, Mom & Pop 
facilities are finding it harder to compete with the 
institutional players and are looking to third-party 
management platforms to get a competitive edge. 
Although uncertainty in the economy/real-estate is a 
major factor, Nicole Funari, an economist from NAREIT, 
reported that self-storage is a shining star among asset 
classes.     

NYSSA Investment Forum Review

Tom Sapontzis, MAI
New York, NY

Tom de Jong
San Jose, CA 
+1 408 724 0337  
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Recently Appraised Properties

Tampa, FloridaLewes, Delaware

Leesburg, VirginaBirmingham, AlabamaOlive Branch, Mississippi

Chula Vista, California

Clifton Park, New York McKinney, Texas Westwood, New Jersey

Greeneville, TennesseeHawaiian Gardens, CaliforniaAtlanta, Georgia
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Phoenix, Arizona
TJ Gray, MAI
Valuation Services Director
+1 602 222 5056
TJ.Gray@colliers.com

Mountain Region
Brayden Shouse
Valuation Associate 
+1 916 715 1089  
Brayden.Shouse@colliers.com

Northern California
Alex Conley
Valuation Specialist
+1 916 724 5516  
Alex.Conley@colliers.com

Sacramento, California
Alice Cartwright 
Valuation Specialist
+1 916 724 5530 
Alice.Cartwright@colliers.com

Southern California
Patrick Gorman 
Valuation Specialist
+1 858 860 3846 
Patrick.Gorman@colliers.com

Denver, Colorado
Jim Maughan 
Senior Valuation Specialist
+1 303 779 5501
Jim.Maughan@colliers.com

Tampa, Florida
Lance Ponton
Senor Valuation Specialist
+1 813 598 2352  
Lance.Ponton@colliers.com

Atlanta, Georgia
Brad Rivers 
Valuation Services Director
+1 678 656 6487 
Brad.Rivers@colliers.com

Chicago, Illinois
Linsey Fowler 
Senior Valuation Specialist
+1 312 602 6156 
Linsey.Fowler@colliers.com

Boston, Massachusetts
Jason Taunton-Rigby
Valuation Services Director
+1 617 330 8122 
Jason.Taunton-Rigby@colliers.com

Detroit, Michigan
AJ Allen, MAI
Valuation Services Director
+1 248 226 1888  
AJ.Allen@colliers.com

St. Louis, Missouri
John Griffin, MAI  
Senior Valuation Specialist
+1 314 475 8228
John.Griffin@colliers.com

New York, New York
Tom Sapontzis, MAI  
Valuation Services Director
+1 212 355 1251
Tom.Sapontzis@colliers.com

Columbus, Ohio
Matt Bilger, MAI, MICP 
Sr Valuation Services Director
+1 614 437 4686
Matt.Bilger@colliers.com

Portland, Oregon 
Kurt Smook, MAI
Valuation Services Director
+1 503 542 5407 
Kurt.Smook@colliers.com  

Philadelphia, Pennsylvania 
Gabrielle Amodeo Ream
Valuation Specialist
+1 215 928 7591
Gabrielle.Ream@colliers.com

Charleston, South Carolina
Curt McCall, Jr., CRE, MAI 
Executive Managing Director
+1 843 442 1915
Curt.McCall@colliers.com

Nashville, Tennessee
Chris Benton
Senior Valuation Specialist 
+1 615 850 3209  
Chris.Benton@colliers.com

Austin. Texas
Jeff Liu
Senior Valuation Specialist
+1 214 543 1358  
Jeff.Carlton@colliers.com

Dallas, Texas
Robert Allen
Valuation Specialist 
+1 214 217 9334  
Robert.Allen@colliers.com

Houston, Texas
Adam Dybala, MAI
Valuation Services Director
+1 713 835 0092  
Adam.Dybala@colliers.com

Salt Lake City, Utah
TJ Wind
Valuation Associate
+1 801 368 2089 
TJ.Wind@colliers.com

Salt Lake City, Utah
Derek Smith
Valuation Associate
+1 385 249 5445 
Derek.Smith@colliers.com

Ottawa, ON | Canada
Oliver Tighe, B.A., AACI, P.App
Director 
+1 613 567 8050  
Oliver.Tighe@colliers.com

Quality Control
Steven Dunn, MAI, AI-GRS, SRA
Senior Valuation Services Director
+1 916 724 5513  
steven.dunn@colliers.com

Practice Group Leader
Jeffrey Shouse, MAI, CRE
EVP | Western US
+1 916 724 5531  
Jeff.Shouse@colliers.com

Practice Group Leader
Kate Spencer, MAI 
Managing Director
+1 214 558 9953
Kate.Spencer@colliers.com

Valuation & Advisory Self-Storage Contacts
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