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The self-storage industry has displayed tremendous resiliency amid the 
COVID-19 pandemic. The third quarter was very positive considering 
the current state of the market and what results we saw in the second 
quarter. Rental rates in the market were trending upwards as demand 
for the product was increasing. Move-in rates were starting to turn 
positive year-over-year (YoY) and occupancies were at an all-time high 
across all the REITs with move-outs at a low point. 

Operating fundamentals in Q3 turned around from Q2. Rental income 
and net operating income (NOI)’s were beginning to turn positive YoY 
numbers for some of the REIT’s while the others were nearly there. 
Operators cut expenses such as personnel costs and utilities when 
possible. On the acquisition front the trend was incredibly encouraging. 
We saw more institutional players enter the storage market and cap 
rates compressed. Demand for the product increased and stable 
facilities with value-add opportunity were at the top of the list for 
investors. There is no predicted slowdown in the pace of self-storage 
acquisitions in the near future.
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RATES
Asking rates in the market took a substantial hit in Q2 during the peak of the pandemic. Many 
operators and REIT’s were unsure of what would come next, whether rates would continue to 
drop, hold steady, or bounce back. Fortunately, it was the latter. For the three months ended 
September 30th, Public Storage had an 8.2% increase in rental rates charged to new incoming 
tenants per square foot on a YoY basis, compared to a 13.9% decrease YoY in Q2. Life Storage 
was reporting slightly different results. Their street rates were higher in Q3 of 2020 than in 
Q2 of 2020 but were still lower than 2019 levels. This was still a positive sign for the industry 
displaying that self-storage is on an upward trend. 

Across all five of the REITs rental rate increases on existing tenants resumed. The pausing of 
rental rate increases on tenants caused a large hit on income and future potential income. 
However, as this has resumed things seem to be back on track. 

Effective rates on occupied units were still down 
compared to 2019. This was primarily due to lower 
asking rates during the peak of the pandemic and 
the pausing of rental rate increases. With asking 
rates bouncing back and rental rate increases in full 
swing we expect to see effective rates resume to 
prior levels. Comparing effective rates from Q2 to 
Q3 we show an upward trend. Lower annual move-in 
rates combined with a short pause in rate increases 
to existing long-term tenants due to the pandemic 
caused effective rates to be lower in Q3 than 2019.

QUOTES FROM EARNINGS CALLS
“Achieved rates to new customers were flat year-over-year in July and improved to approximately 11% in 
August, September and October.” 
 - P. Scott Stubbs (Extra Space CFO)

“We remain mindful of the potential macro and industry-specific uncertainties that we have referenced 
during the third quarter. However, at present, these risks do not appear to be negatively impacting the 
demand for storage or consumers’ ability and willingness to pay for our product.” 
 - Joseph D. Margolis (Extra Space CEO)

“Move-in rates in October were almost 3% higher than move-out rates.” 
 - Joe Saffire (Life Storage CEO)

“We reengaged, where feasible, the rate increase process to all of our customers. And that was all 
happening by September 30. If you think about those who moved in at probably the lowest point, which 
would have been in April, those customers will be eligible for a rate increase in six months later and then 
12 months after that. If you think about the rates and where rates dipped in April, you would be plus or 
minus that second rate increase. So at month 18, you would be getting them back up to kind of back 
up to par. And then if you look at where we are today, it would take another -- it would probably take 
another two rate increases to get them to where we are in terms of today’s rates.” 
 - Christopher P. Marr (CubeSmart CEO)

“Street rates, as I mentioned, it turned slightly positive in October. So that’s in lockstep with the velocity 
of leasing. And right now we’re just not seeing any signs of it abating. So, we’re very optimistic about Q4 
and heading into ‘21.” 
 - Brandon Togashi (NSA CFO)

EFFECTIVE RATE

3Q2019 3Q2020 +/-

PSA 17.74 17.26 -2.7%

EXR 16.98 16.57 -2.4%

LSI 14.79 14.43 -2.4%

CUBE 17.27 17.03 -1.4%

NSA 12.19 12.02 -1.4%

*Same Store Facilities

EFFECTIVE RATES OF REITS 
Q3 2020 VS. Q3 2019
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OCCUPANCY

Self-Storage physical occupancies reached an all-time high in Q3 of 2020 across all 5 REITS. Comparing 
Q3 of 2019 to Q3 of 2020 the ending physical occupancy for all REIT’s was 2.5% higher on average, at an 
average 94% occupancy. As everyone in the industry knows, self-storage thrives with change and 2020 
brought nothing but changes. With people beginning to work from home, moving to more suburban areas, 
social distancing, and taking on home improvement projects, self-storage became necessary for many 
people. When asked why storage demand was increasing due to the pandemic Joseph D. Russell, Jr -- 
President, Chief Executive Officer of Public Storage said “theoretically you could argue that again if you just 
think of the demand that’s tied to work from home it’s just not somebody holistically leaving an entire house 
or an apartment, it may also be a very healthy level of demand tied to just needing that extra closet or that 
extra bedroom or that area is not only because it’s a work from home maybe family members come back or 
whatever. And there are layers and layers of demand factors that we’re tracking. But as we’ve said, it’s solid 
demand.”

Move-ins were up and move-outs were down across the sector as demand increases. Public Storage’s YoY 
move-outs were down 13.1% in the three months ended September 30th, as compared to 8.7% down in the 
three months ended June 30th. Life Storage had same store move-ins decrease in April YoY, but same store 
move-ins increased to above 2019 levels every month since, although at a lower move-in rate. NSA reported 
that same store move-in volume increased by approximately 11% during Q3 and move-out volume decreased 
by approximately 10% compared to 2019.

Many REITs do not think occupancy will stay this high forever. As 
Public Storage stated, “We believe that the decrease in move-out 
activity was primarily due to transitory factors associated with 
the COVID Pandemic, We believe these factors will moderate at 
some point and could put upward pressure on move-out trends, 
and negative pressure on revenue trends, as tenants revert to 
more normal move-out behavior as the impact of the COVID 
Pandemic abates.” 

ENDING OCCUPANCY

3Q2019 3Q2020 +/-

PSA 92.70% 94.60% 2.0%

EXR 93.80% 95.90% 2.2%

LSI 90.30% 93.20% 3.2%

CUBE 92.50% 94.30% 1.9%

NSA 89.30% 91.90% 2.9%

*Same Store Facilities

AVERAGE OCCUPANCY FOR REITS  
Q3 2020 VS. Q3 2019 
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QUOTES FROM EARNINGS CALLS
“Rental volume remains healthy, while vacate volume remains muted, resulting 
in all-time high occupancy of approximately 96%. Through July, occupancy was 
inflated with nonpaying customers due to the inability to auction delinquent 
units. However, as the quarter continued and auctions resumed, we have been 
able to maintain our high occupancy and collections have returned to historically 
normal levels. Our elevated occupancy resulted in the return of pricing power 
during the third quarter.” 
 - Joseph D. Margolis (Extra Space CEO)

“A strong factor in our very high occupancy is that vacates are muted.” 
 - Joseph D. Margolis (Extra Space CEO)

“Customer demand has been very strong in recent months, which has led to 
record third quarter same-store occupancy for Life Storage. Move-ins were up 
11% in the quarter, while move-outs were down 7.7%. Quarter end occupancy of 
93.2% was 290 basis points higher year-over-year, considering our occupancy 
was 50 basis points lower year-over-year as of March 31.” 
 - Joe Saffire (Life Storage CEO)

“The last few months have showcased the strength and resilience of the entire 
CubeSmart platform. Performance rebounded across our portfolio, as strong 
demand trends drove record-high same-store occupancies in September.” 
 - Christopher P. Marr (CubeSmart CEO)

“So we don’t know when and to what degree, it will shift back to a “normal 
environment”, but the amount of sustained activity that we’re seeing now into 
the eight month of this health crisis continues to be quite good.” 
 - Tom Boyle (Public Storage CFO)

“We’re also seeing certain businesses store inventory and furniture, as they 
create extra open space for social distancing purposes.” 
 - Tamara Fischer (NSA CEO)

“A migration shift to suburban, secondary and tertiary markets that has 
benefited our portfolio, which is heavily weighted in those markets.” 
 - Tamara Fischer (NSA CEO)

Self-Storage REIT Report   |   5



OPERATING FUNDAMENTALS

Operating fundamentals were positive since the end of the second quarter. Rental income trended 
upwards. Q2 showed negative YoY rental numbers between 1% and 2% across all 5 REITS while we saw 
positive growth in Q3. Life Storage and CubeSmart turned a positive YoY rental income number of 1.2% and 
0.3% respectively on same store facilities. The other REITS were not far off. Auctions resumed in just about 
every market as well. 

The main factors affecting revenue growth were the decreased collection of late fees and admin charges 
due to lesser move-ins and outs, in addition to tenants paying rent on time to reduce fees and cost. Public 
Storage experienced a 32.3% and 22.5% year over year reduction in late charges and administrative fees 
collected in Q3 2020 compared to Q3 2019. More than half of the revenue decrease that Public Storage 
experienced for the third quarter of 2020 was due to lower late charges and admin fees. Life Storage’s 
collections of rental income returned to pre COVID levels in the third quarter. When asked about the 
decreased late fees P. Scott Stubbs the CFO of Extra Space stated “late fees are down for a couple of 
reasons. One is you have state of emergency orders that don’t allow us to charge late fees in certain 
markets. So in the Los Angeles area, we’re not charging late fees or we’re being leaner with late fees. The 
second one is early in the pandemic and as we moved in and as people went to auction, we have been 
more lenient on late fees as we’ve tried to be fair with our customers. As that auction volume has slowed, 
meaning we’ve gotten through some of the pent-up auctions, we would expect that to normalize in areas 
where we have had auctions and do not have state of emergencies.”

The REITS closely monitored their expense load. Payroll expenses decreased across the industry. Public 
storage stated that they have reduced their payroll costs due to staffing reductions from reduced move-in 
and move-out activity as well as revisions to other operational processes. Advertising costs were up across 
the board as the REITS compete for social media add space while many individuals were at home and 
online more. 

The increase in rental income over Q2, high occupancies, and 
the reduction in expenses allowed the REITS to drastically 
turn their NOI’s around from the low levels in Q2. Public 
Storage had a low -10% drop in NOI from Q2 2019 to Q2 2020. 
Currently they are showing a -3.7% decrease in NOI in Q3 2020 
compared to Q3 2019, a decrease in the spread of 6.3%. Life 
Storage and NSA even reported positive NOI trends proving 
the resilience of the industry and the product.

NOI

3Q2019 3Q2020 +/-

PSA 601,167 592,980 -1.4%

EXR 263,890 263,186 -0.3%

LSI 123,162 124,614 1.2%

CUBE 133,277 133,700 0.3%

NSA 83,320 83,020 -0.4%

*Same Store Facilities

NOI

3Q2019 3Q2020 +/-

PSA 452,590 435,820 -3.7%

EXR 197,872 192,451 -2.7%

LSI 83,949 84,303 0.4%

CUBE 104,762 103,095 -1.6%

NSA 60,422 60,526 0.2%

*Same Store Facilities

NOI’S FOR REITS  
Q3 2020 VS. Q3 2019 

RENTAL INCOME 
Q3 2020 VS. Q3 2019
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QUOTES FROM EARNINGS CALLS
“We have resumed auctions in almost all markets and would expect minimal impact 
on occupancy in future quarters.” 
 - Andy Gregoire (Life Storage CFO)

“Operating fundamentals in the self-storage sector had rebounded and rebounded 
in a pretty big way.” 
 - Timothy M. Martin (CubeSmart CFO)

“Same-store revenue growth for our portfolio was 1.7% in the pre-COVID first 
quarter of the year, followed by a 2.2% decline in the most heavily COVID-impacted 
second quarter. So our 0.1% growth in the third quarter, the 230 basis point 
improvement sequentially, driven by our ability to largely resume normal operating 
practices in areas like lean sales and existing customer rate increases throughout 
the quarter, combined with a considerably stronger consumer demand on a 
seasonal basis.” 
 - Timothy M. Martin (CubeSmart CFO)

“We have also reinstated existing customer rent increases in most markets with a 
focus on bringing customers with below market rates closer to current levels. To 
date, such increases have not caused outsized vacate activity. Despite these strong 
trends, same-store revenue remained negative in the quarter, primarily driven by 
lower other income due to fewer assessed late fees and auction fees.” 
 - P. Scott Stubbs (Extra Space CFO)

“We’re definitely looking for and seeing opportunity from an optimization 
standpoint to find ways of moderating the pressure tied to payroll as a whole 
whether it’s property and/or supervisory. So you saw some of that in the quarter. 
We are looking for and finding ways of optimizing operations on a number of 
fronts. Utilities also in the quarter were down nicely. That’s tied to some intentional 
investments that we’ve made from an LED standpoint.” 
 - Joseph D. Russell, Jr (Public Storage CEO)
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INVESTMENT ACTIVITY

On the investment front, the trend was very positive. Facilities 
traded at more compressed cap rates than predicted. Stable facilities 
had the highest demand with lease-up and certificate of occupancy 
(C/O) facilities still seeing aggressive interest. This was mainly due 
to the lower asking rates in the market due to COVID 19 and lease 
up facilities moving in tenants at low rates while stable facilities have 
the tenants in at higher rental rates. With historically low interest 
rates available and the security that self-storage assets provide, 
there were new sources of capital and institutional players entering 
the sector. When asked if the current pace of investments will remain 
elevated Joe Saffire, CEO of Life Storage has stated “I do believe, I 
think it’s going to continue. I think there’s a lot of appetite for our 
space and from new players as well.” 

QUOTES FROM EARNINGS CALLS
“It’s still a very good time to do a trade.” 
 - Joseph D. Russell, Jr (Public Storage CEO)

“There’s very low interest rates availability of capital, there’s a lot of capital 
sitting on the sidelines that’s been anxious to get into the storage sector.” 
 - Joseph D. Russell, Jr (Public Storage CEO)

“I would tell you from a cap rate standpoint with the amount of capital and 
the cost of that capital. We’re really not seeing any easing of cap rates.” 
 - Joseph D. Russell, Jr (Public Storage CEO)

“Acquisition volume has picked up in the sector as markets have started 
to settle. But pricing for widely brokered deals, particularly for stabilized 
properties, remains very competitive.” 
 - Joseph D. Margolis (Extra Space CEO)

“And I also think from a standpoint of smaller privately owned stores, as you 
know, it’s getting harder for them to compete.” 
 - Joe Saffire (Life Storage CEO)

“We continue to aggressively work our acquisition pipeline.” 
 - Joe Saffire (Life Storage CEO)

“I think the product on a relative basis to other product types remain 
incredibly attractive, which will continue to attract capital into our sector. I 
think those trends are likely to continue into the early part of 2021.” 
 - Timothy M. Martin (CubeSmart CFO)

“We also have plenty of capacity, financial flexibility and access to attractive 
capital to support the pursuit of additional external growth opportunities.” 
 - Timothy M. Martin (CubeSmart CFO)

“We’re seeing more institutional capital, really transaction-to-transaction.” 
 - Tamara Fischer (NSA CEO)

“We’re definitely seeing some cap rate compression.” 
 - Tamara Fischer (NSA CEO)
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