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The dynamic demographics of 

Arizona underscores changing mar-

ket conditions for self-storage state-

wide.  While the state was booming 

in population growth, new self-storage 

projects emerged to meet expected 

demand.  When population slowed and 

new housing construction stopped, the 

market was generally in an over-sup-

plied condition.  

Data is analyzed in the state and 

compared to two CBSA (core based 

statistical areas).  Quantitatively, the 

data suggests the Phoenix-Mesa-

Glendale CBSA is near equilibrium, 

however, demographic forecasts based 

on historical data over-state population 

growth.  Therefore, based on qualitative 

factors such as occupancy, the market 

remains over-supplied.  Fortunately, 

new construction for self-storage has 

ceased and over time population will 

increase to meet demand of existing 

self-storage product.  

Market Watch

Ultimately, selecting the right loca-

tion for self-storage is a function of the 

local trade area.  Demand is a func-

tion of local demographics, generally 

within a three mile radius.  Key metrics 

are population, percentage of renters, 

average household income and aver-

age household size.  These metrics 

suggest that density of population and 

higher household incomes correspond 

with strong demand for self-storage 

property.  As demographics vary and 

are unique to each trade area, demand 

characteristics vary and are unique to 

each trade area.

Arizona experienced a building 

boom, but population did not fol-

low.  After two difficult years, market 

conditions in Arizona are stabilizing.  

National and regional investors are 

again purchasing self-storage facilities 

in the state, indicating confidence in the 

Arizona market over the long run.  

This data underscores the impor-

tance of drilling down market research 

to understand the dynamics of demand 

within the local trade area.  Simple 

benchmarking, to state or national 

averages, is not as meaningful because 

it does not account for demograph-

ic characteristics that vary by state, 

CBSA and the local trade area.  In an 

uncertain economic environment, such 

analysis is critical to the success of a 

self-storage project.  

R. Christian Sonne is Managing Director of 

Cushman & Wakefield’s Self Storage Industry 

Group, a nationwide team of appraisal, research, 

and analysis professionals specializing in the self-

storage asset class. He is also a member of the 

Appraisal Institute.

ARIZONA: DYNAMIC DEMOGRAPHICS

Investment Activity

In 2009, 19 percent of the market was 

driven by actual market sales transac-

tions, while the remaining 81 percent was 

a combination of foreclosure activity and 

intercompany transfer activity where com-

panies worked to recapitalize or refinance 

their properties. However in 2010, 52 

percent of the recorded market was driven 

by actual market sales transactions where 

the remaining 48 percent was a combi-

nation of foreclosure activity and inter-

company transfer activity. Recognizable 

standards have become more difficult to 

identify in this environment. Not included 

in these numbers was joint venture activity 

that was not reported by Costar Comps in 

2009—14 self-storage properties involved 

in two joint venture deals. An equity infu-

sion from a joint venture partnership can 

assist an owner in dealing with the current 

financial markets where capital in many 

cases cannot be found or the lender is 

requesting a capital call from the owner-- 

in effect where the property is no longer 

worth the perceived value when the loan 

was originated. Additional bank-owned 

properties are expected to enter the mar-

ket place in 2011.

Investors are exercising caution when 

valuing distressed and non-distressed stor-

age assets with a focus on current yield. 

“Flat is the new up” rang throughout 

the self-storage industry in 2009 and 

remained true for 2010. While it seems 

like the market here has improved in 

some cases, eroding operating profits 

due to concessions persist. The migration 

of companies to Phoenix from California 

will aid in the inevitable rebound of the 

Phoenix market. New companies hiring 

or moving their workforces to the region 

will further contribute to a solid recovery. 

This, in turn, increases mobility, which 

accounts for approximately 50 percent of 

all self storage activity. Under these con-

ditions the surplus of self-storage space 

is expected to be absorbed at a quicker 

rate, enabling Phoenix to rise again.
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