Self-Storage In The
Keystone
State

By John E. Barry

is as diwverse as our country is as a
whole. We have the urban markets of
Philadelphia and Pittsburgh and the sub-
urban markets that surround them. South
Central markets include Harrisburg, as well as
Gettysburg, Carlisle, Lancaster, Reading, and
York, We hava the Lehigh Valley and Wilkes-
Barre/Scranton corridor to the east, and final-
ly, rural properties scattered throughout the
state. Pennsylvania, like all mid-Atlantic and
northeastern states, has not been overlooked
when it comes to the self-storage industry. It
is rare that you can drive through a town and
not sea several self-storage facilities.

The Pennsylvania self-storage  industry

Supply And Demand

Chuite often new self-storage investors or devel-
opears will ask us whers they should build their
new project. They expect a st of towns for
them to run off to and buy cheap land, buid a
project, open the doors, and lease up quickly.

The Pennsylvania markets have become
like most self-storage markets across the
country —very competitive. It is a longer and
tougher process to find an under-supplied
market, acquiring a prime location at the right
price, getting all the entitlerments, and hoping
the construction costs stay in the ballpark
during the process.

More and more, a detailed feasibility study
ig highly recommended as there are markets
whera competing facilities are stuck at the 50
to 60 percent occupancy level. As a rule of
thumiy, supply is ranging from three to four
sguare feet per person in the rural markets to
a high of five to six square feet per person in
suburban areas.

PENNSYLVANIA MARKET REPORT

PENNSYLVANIA

Facility Sales And Financial Markets
Seli-storage facility sales have slowed down since the
credit crigis began in the financial markets in August
2007, Until then, and for the precading three years,
the acquisition market was robust. A large national
buyer had acquired over 200 facilities in a short paricd
of time, pushing sales prices higher and keeping
them there.

August of 2007 brought about a significant change
in the markets. The majority of the long-term financ-
ing for self-storage loans was done through collat-
eralized mortgage backed securities (CMBS loans)
where banks sold their loans to Wall Streat firms who
repackaged them into bonds for their investors. The

Market Watch
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COMING NEXT
MOMNTH:
Warming

intarest rates, term structure, amortization periods,
interest only options, and spreads on these loans
were incredibly attractive, and the demand for this
paper was high. Once the sub-prime crisis erupted,
the self-storage bonds were painted, unfairly so, with
the same brush, and the market shut down.

As a result, loan terms became tighter. While the

nominal interest rates are stil attractive, other terms
and loan structures are more stringent. This in effect
slightly raises the cost of meney for buyers. The
bottom ling to buyers for them to receive the same
rate of retum on an acguisition as they did before
the credit crisis means the price of the facility must
adjust downward. The result has been about a 50

PENNSYLVANIA MARKET CONDITIONS

Condition |

Market Existing Supply  Forecost Demand — Variance

Ternehania 490 — 687 157 UnderSuppied® |
Pitsbirgh 498 476 1.78 UnderSupplied |
Soranton 445 7 A5 300 UnderSupolied |
Harrisbarg 612 He 079 Equilicrium |
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