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MARKET sNAPSHOT

The Northeast

A Market Of Contradictions

EF MITHAEL L. MoCTINE

hee Morihesst has consistently

e ome of U strongest mar-

kit m the coumtry Tor sell-sior-

pme. Bentol rotes and sales pnces

higve conlimmed this strengih and
have also invited mes competition fo poin in
the oo nmes, However, this simple pociore
o the Maorthenst markel becomes somesshet
more complex as we become more discrima-
nating shout the underlving data and trends
First, wefore v gel 10 the Mortheast, let us
fke 0 moment i get o perspectve of the
brouder motiomad market @ o the investment
value ol sell-storage progects =0 thet we can
Pt the Mortheast in the proper context This
chistimetion 12 fmgoriant o that we do not
confuze nabonwide rends with purels
regrongd trends for buving and sefling seli-
orage factlihes

Interest Rates—The Rose Colored Glasses
W have recently seen e lowest imlerest
rukes i severl decibes, Low inlenest riles
are very helptul to both buvers and sellers.
Buyers find that with the favorable intesest
rates avpilable today, o deal bought onoa 10,5
Cibp rabe can penerate 16 percent cash om
cih retern, Likewise, sellers fnd that prop-
erties sell quacker and wath fewer complica-
tions than when inleresl rates are high, Thus,
thesae sl nmes wend o make all markets
look Better. [ndecd the Tevel of miengs! rates
12 soch o peserTul motvator of good mar-
kels, investors and operators alike often find
it difficult go Need aivy negatives inoeny mar-
ket [0 = very amportant g remember that the
Towy prterest pates that make the wordd o bet-
fer ploce Tor buyers ol sellers also eneor-
age=s new development. Mew development
cun drarmaticsdly change both the supply and
dermand loe sell-storage and thus materially
impact both the value and haumadiny of seli-
=lorge mvesimeni= Howeser, despite the
“elow’ that lowy interest rates bnng o the
current marked, there are distincions to dif-
ferent markets and therr relabive headth

Michael L. MoCune ts presidest of Angus Real Estate
Tne., based in Derer, Colorada, Aggus aperates
and manages the Argus Salf Storage Sales Hetwork,
the nation's only retwork of bokers dedicated to
the busing and settimy of seltf-storage facilities.

A View Of The Hortheast From 30 000 The esand Feet”™
A quick ook at the sde bar (kudly provided by Chns
Sonme of the Somne Groap based in Huntimglon Beach,
Calily showvs us some very imleresing statistics on the
Morthenst s¢llM-storage murket in lerms ol the supply and
demand Falance [or rental FpEICE: He has dome some very
cutting-edpe and inlerestng walvaes of sell-sosge mar-
kets. He hus Tound comelabion between several different
demographic charscten=tics and the balance of supply mnd
demand in varous areas. He has then twhen these relation-
ahips and applied them o the demographics of ofber ares
for ddewebop the Foreesst of potential demonsd for the area
under stody, in thes case the Mortheas) Hegion, The moth
b0 make these calculations 1= both mand-numbing and
remarkably reliakde

yoreview of Chns” mumbers indieates that for the whale
o Che PorUhessn ol al ] Bon Pwo states i e e, thene
appears o be more potenbal demand than curment suppdy.
These mumbers indicate thet, on balance, imvestmenlts in

Wirile piota indicodes
thar there 1 @
thermard for o
sl sforoge in the
Movthewst, it 15
frntoet o
rememher thit
snfsloroge o @ wery
it busimess,
Therefare you must
study amd pndestong
tive fndhindual marked
o are ghlfenng.
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sell-storage in the Mortheast have the
podential fo contimee o prosper. How
ever, ms Chis poims oul i the Fooinotes
I s pmprtand o remember thal self-
=orage 15 4 highly focalized business.”™

Thus, while we find this analysis and
the resulting poteniiad trends in sl
sfopage upply and demond encouraging,
it s prmperabive thil s Took Dirther 1o
really understand the individual markets
To stog our review al dhis point would
et 1= 0 be shwrt-sighted on the mar-
Rt — i1 woubd be like =ving that the dog
cilbed Spol s the codor gy, This miss-
ng s very importent dedols about
the dag.

Nortkern New England

Mairse, Vermondt anck prart of MNew
Humpshire shore the spme morket chor-
acteristics aecording o veteran markel

The Greater Bostan Aea

And Maschester, New Hampshim

The Boston wrea hsd been slower o
develop bodh demand and suppdy in

the past, but in recent vears both have
exploded, Clomversions of exising ware-
hesteees sind malls have been o sgnilican
fator in pdding supply in Boston, espe-
clally insede Boule 128, The lock of
available land, zoning restrictions in
general and the Boston Redey elopament
Authority i particular his made devel-
opmenl net only difficult, bt also very
expensive, This arduous development
crwvironment and high value property
has meant that development temds o

e ckomamaated by the Tirger and well-
hnanced players. [ has been reportied
thal B one-gere site on Interstate 93 was
recently purchased Tor self-slorape Tor
53,6000 and had 2oning Tor abouw

It has been reported that a one-acre site on Interstate 93
was recently purchased for self-storage for 53,600,000

and had zoning for about 90,000 square feet of storage.

wiitcher (amd moker), Joe Mendoda. He
oipinies thal these morkets have really
“caught on fire” rom a development
standponni in recent years, Development
has been very active, and many new
staller progects have Been butlt in all
threc siptes: Rental mibes and values have
tended o hold up well, bul ifl the devel-
offienl conbinues althe cuivent jEee,
ovier huldimg will soon keock the supply
arid abermimed equation ol ol hidimce

Chns Sonne’s report flready reflects
ihis rend of over development. The sell-
forage development that is cocurring is
ihe draditicnal drive up, ong story prosd-
et skl 1y Bl by Jocnd confrnciors wnd
developers. One unnamed wag sugpested
thal il you have & pickup and a serew
sy, you are by delimnon a sell-siorage
develaper in Yermont,

[0 0% very lkely that Tocalized areas of
over bulding are occwrning throoghool
the northern tier of Mew England. With
refatively [ow barners 1o eniry, the
impet of aver development con have a
b srgni hcant el Fong-term smpact
om the cpertions] resalts pnd value of
neirby existing projects. Potentiied devel-
opers ancd ivestors would be well
advised o moke o very carelul study of
the Jocal markeel condiions prior o mik-
ng imvesiment commitments,

TREFER IS TS ST T CE IR

1 HH) square lesl of storape. Clearly,
this iz a market for well-Tunded develop-
ers and for detailed leasibiliny studies
Fental mtes comtinte o support he mns-
ing cost ol development = demand con-
tinues to exceed supply,

Mewing north o the Manchester, New
Hampshire s s, an mst pespects, =m
Py i combinkisbon of the Grewter Boston
market. Manchester has seen some of the
mills of the 19 Century converted inte
ihe unigquely lte 20* Century wse of self-
storage. While the rental rates e ol o=
hagh as i the Boston arei, the Lrger
developers amd investors have bepome
miore dominant. The larger plavers are
serica=ly looking as Far north as Concord.
Some significant softsess in the marker
i specafic kocutions 12 being espemnenced,

New York Metmplex Market

The Mew York Metroplex means all of
Wew York City, the Southwest coast

of Connecticut, Long [=band, most of
Westchester County and MNorth and
Cenlral Mew Jersey. For the last several
years this market has experienced Fast
growth in sell-storige facilites, hosi
of the growth has come (rom the large
brond nomes, building lirst class thard
seneration properiies with climale con-
trol. The quality bar lor self-storage has
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been raised signaficantly, and for the
most puirt, renters seemed o be safishied
peving the price for these nesw generi-
Tron prigesl=

Today, there 1= penuanc =of incss
in soime ol the micro markets in the
hletrofiles, Some Operalons an ¢om-
plaimng that other operators are ofTenng
nmmecessary digcedinis, This irend st
appeared in eary 2001 and was expcer-
bated by the events of September 11%
Thee gqueestion 15 where does (e marked
o from here?

Some sugpest thal that there ane many
peeatives in the market todoy. For exem-
ple, the recession is aboul over according
e e sbatisties, U ramafications of
September 11* has beoome mere cher,
and the statisnics from Chns Sonne
waould indicote thot the area has some
of the lowest supply numbers anywhere
Thas ey inedicate that despate the minsor
eroaomme blip, (e ares can sl suppont
mowe grisvih,

However, there 15 another school of
thought thal specuiates thal the recent
ri=e i the gerral guality wnd cost levels
has raased the prce pounl (oo level that
the allordabiliny of self-slorage has been
reduced. and thus the total demand ot the
higher prices is ol growing. Add to this
ihcaight the maticn that Wall Street will
contimie i hove employmient problems,
arberest s iy 2o upoand slow the
COCMOmY Bamin—you mey hove an
entirely different picture for the MNew

York Metroplex

A Canclusion, Not Am Answer
1 only ome thang 15 consistent ptoud the
sell-storage market in the Moheast, it is
it theere e many loose cannons rolling
arcind on the deck, In an enviroamend
=tich as thas i1 exiremely impostan
when making your investment decisons,
aither to buy or to buald {or for that mat-
ter, sell) theit you must do your market
hommewsark. Your sspiEme mooe miles ane
ot wWorld amd you must Kiny every-
thing that 15 or will go on there, Feas-
bility studies are an sbeclute must The
moee detabed the sty the betier and
The prepoares should be absolutely imke-
pendent. This 15 ned g Gme o beleve the
udy prepared lor the lender
Self-storage in the Northeast, o any-
wheere, is no fonger o "eld of dreams”
and guality Fepsbilily smal vas 15 the
only wary (o deferrmng the murked Tor
your product fTH

Aiegiest 21T



MARRET SNATSHOT

Northeast Region Market Ssapshot
How Much Is Toe Much?
The age-old question of sclf-stommge eoo-
nemics fias been ow much 18 oo much?
Historically, demand for self-storge
facilities has been measured in terms of
i stagnanl, supply ade model. As the
industry hos incressed in vestment, the
requirements and mepsurements of mar-
ket analysis have also increased for the
sell-storage assel class

Warket demimd for sell-=lorige prosk-
wek is messwred ina dynamic, econmmet-
rie mesdel, Uiilizing multiple varible
regression, 4 relationship is indicated

armong demand (msasured in terms of
srpuiare feel per cami) and [our var-
ables: popidaion, percentogs of renlers,
hestielold 2 and average houschodd
income, The comelation or association of
the dat in o lingar relation=hip (comels-
fhon eoedficient) sugsead these vianiahles
cun be used o estimate marker demand
for sell -storoge propeny. Under thes
pammeters; the Mew England Begion is
summurized (in lerms of square Teel per
capiti) along with a graphicd view i
the charts bedosw The anolvsis suggess
thiat the mirkel supports & ciutioms]y
cplimistie approgeh o development and

Mortheast Region By State

investment of sell storage property. As
ebtlied in the 2002 SelfS o
Alvremenc, 1 18 “imporiant [ remember
that sell storage is o bghly Jocslized -
iness", Therefore, these snapshots are
intended for gendral use only. A local
tradee sirea analysis is the best wool for mak-
ing decisons pboul sell-siorge propenty

R. Christian Sonme, MAL is prncipal of Seff
Storage Econoemics, a data, reseandh and anaby-
sis firm spedializing In the solf-storage st
class. Chriz i a Member of the Apprisal
Inskitute and has a Bachelor of Soence leges
from the University of Uitah,
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