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Sce AL YOU an d I see each other every 6 months as I share in depth

and updated information about the industry. And every 6 months I seem
to repeat the same sentence, that at the SSAA we’re seeing a lot of investor
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. i : ity Jln b b bflr btﬂl"‘ﬂgﬂ Law interest looking for a win. More and more investor interest and industry
. s Forsign Las Pl by e Limyon' Conncil o Tholland 2 growth is popping up throughout Asia and whether it has been from
CD]TI menrci ill Law Thailand, South Korea, Singapore, America, Japan, Hong Kong, China or
« r . . India, we’ve fielded meeting after meeting of groups with assets, bags of

hllEEt ou1 I ID “g I{'ﬂ ng LE gﬂ] rEﬂm ]111 mlgr;]t‘l{}n [_.:1“-‘ money, or general interest to be part of the community.
Our services are avaialable in: ) This is all fine and well and as I did for the audience at our wildly successful
e . i s F—amll}r I_.-'EW Self Storage Expo Asia in Hong Kong this year, I explain to each of them
English, French, Cantonese and Mandarin that the industry ain’t all rainbows and sunshine. 1 caution all newcomers

and encourage them to understand the industry, be a part of the community,
and really get a feeling for it before jumping in with two feet and becoming
cost cowboys (competing on price alone with no other imagination). That
just ruins it for everybody, including them.
I explain that they probably don’t want to spend a lot of money building
their facility but little time trying to understand the fine nuances of acquiring
your customer, training your staff, learning building and fire codes, rental ~ Luigi La Tona
increases, marketing techniques, using the right suppliers for the job, until ~ Executive Director _
. . . . . Self Storage Association Asia
they finally get upset with the industry and leave with a bad taste in their
mouth. It goes without saying, I don’t want that either. It reflects bad on

the industry, reflects bad on the SSAA and it certainly doesn’t bode well for
future exits that most if not all of you look forward to eventually.
Some might feel that more investors invite more competition which is ss M
true. I would never say that this will not change your business, and maybe
even make it more demanding. Processes change, strategies change, budgets  §gii Siorage Assaciation dsis
change, outlooks change. This can be difficult, but also natural, and many
that are looking ahead have seen the same story in Europe, USA, and
Australia. In these countries, not only are there many competitors but the
self storage industry thrives. These investors see the potential of underserved
cities, the need for more space, economic growth, and understand that the
pie is not only big enough, but that the understanding of self storage in the
general population can be so little that competition may be a good thing.
Your competition spends marketing dollars, you spend marketing dollars,
everybody educates the market, and the potential to open a blue ocean of
new consumers grows. This is the way economies and business grows, so
we hope we’re not reinventing the wheel. As a matter of fact, the SSAA will
work with our country committees and seek opportunities to work together
as a group with multiple ‘competitors’ in the same city to help open the blue

" Y ocean and see what fish we can find. This can be difficult. but

Responsible and long term investors will view the market with purpose :

. . . L . also natural, and many

and conviction. With growing cities, a growing consumer class, smaller :

"RULTA O Wa [—‘ s 1 RIA D apartments, rising property prices, more interests, hobbies, travels, and that are looking ahead

LAW ﬁWﬂHDS LAW AWARDS LAW AWARDS ivities be, : onsible in ’ have seen the same
1 : activities being engaged by more people, new and responsible investors would .
WINNER FINALIS a'-|'|'1 WinNNER FINALIST story in Europe, USA,

not have to look hard to see a landscape that will undoubtedly grow. These
investors bring support for the success of the community, new ideas, more

and Australia. In these

:' et LI ¥ "y - . . . . . . . i
& Please contact us at: innovation, business diversification, support techniques, better standards, countries, not only are
s U p‘p I'E'r W, h'1r','1_'1,'l-11.1.'::r_|-r[_1nmtiun com and a heckuva lot of motivation to get business engines revved up. Better there many competitors
businesses flourish which draws healthier investors, a better self-regulated but the self storage

S2il Storage Associtien Asia M Em b er contact@harv i lawcor ik ation.com industry, and more informed consumers. The Market Wins, Your Business industry thrives
+832 2116133 .; Wins, The Industry Wins. Now that’s one heckuva win!
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Why US Investors
should be interested
in investing In Asia

President

I recently returned from the Self Storage
Asia conference and discovered that
the opportunity there for self storage
investment is tremendous! I am glad
that T received the invitation to attend
from John Lindsey from the Lindsey Self
Storage Group as well as from Luigi La
Tona who is the executive director for Self
Storage Asia. This invitation led to some
invaluable discoveries about the Asian
market.

My family has been in the self storage
business since 1977 and 1 personally
began my career in self storage in 1990. 1
purchased my first self storage facility in
1990 in Dallas, Texas from the Resolution
Trust Corporation (RTC) which was the
entity formed by the Federal Government
to sell bank foreclosed assets. Back then
I was buying self storage facilities at a
24% Cap Rate and prices per square foot
ranged from $9.00 to $25 per square

Asia represents an
enormous Self Storage
market, strong potential to
grow even larger than the
US market. Less crowded

and with less competitive
threats than the US at
the current time. Asiais
poised to be a genuinely
massive market

Carl Touhey

Performance Self Storage Group

Ei PERFORMANGCE

foot. In addition, the federal government
was suppling the debt non-recourse with
only 20% down. Why do I tell you this?
Because I predict that the Asian market
holds the next big opportunity to invest
into Self Storage.

The Asian region has been an interest
to me for a past couple of years because
I just love to travel to that part of the
world. In addition, it has become a focus
of attention for self storage investors in
recent years for the following reasons:

The Asian market has strong economic
performance of the entire region.

The higher expected returns in the
area compared with Europe and the USA .

The additional diversification benefits
investment in the region would offer.

However, many investors have doubts
about the prudence of investing in such
areas. Specifically, there is belief that the
expected returns offered in the countries

The Self Storage Asia conference

of the Asian region are not sufficient to
compensate investors for the increased
risks of investing in such markets. These
risks can be categorized into four specific
areas: investment risk, currency risk,
political risk, and institutional risk.

The Self Storage Asia conference was
held in Hong Kong and we began the
conference at a cocktail party which was
an opportunity to meet all of the self
storage owners, operators, developers,
suppliers and vendors. The first day
started on a Hong Kong bus tour where
we visited 4 different self storage facilities.
It was at this point that investment ideas
started racing around in my head. I live
in the San Francisco bay area and here we
have some of the highest rental rates in
the United States. Self Storage facilities
near me are charging as high as $300 per
month for a 10x10 unit. To compare, in
Hong Kong a 10x10 unit commands up to
$600 per month!

In addition to the invaluable
conversations that transpired during my
visit, some of the best insight I received
was from direct operators. Here are some
quotes from these operators:

Imet Charlotte Sun on the boat to Hong
Kong Disneyland. Charlotte is the CEO
of Locker Locker Self Storage and they
currently own and operate 5 self storage
facilities in Shenzhen, China. Charlotte
states: “Asia represents an enormous Self
Storage market, strong potential to grow

4 NOVEMBER 2017

IN STORE

US investors should be very interested in investing in Asia

even larger than the US market. Less
crowded and with less competitive threats
than the US at the current time. Asia is
poised to be a genuinely massive market.
Asia’s property price went up dramatically
over the years plus its high living expenses
drives the self storage needs and demands
very high. I personally think US Investors
should be very interested in investing in
Asia, especially now, it’s no doubt the
right time and the right place to take an
once in a life time exciting opportunity
to recreate another US extraordinary Self
Storage market phenomenon, all it takes
is to find the right fit and right match with
different operators in Asia. “

I met Andrew Work at the Hong Kong
as he was the Master of Ceremonies for
the show. Andrew is the CEO of New
Work Media, helped create the Self
Storage Association Asia and has been
the MC for all of their annual conferences
in Hong Kong, Singapore and Tokyo.
Andrew states “Americans can bring a
lot to the table in terms of operational
excellence. They’ve had to create high
standards to match their peers and fulfil

regulatory obligations. In much of Asia,
the competition is just heating up and the
regulatory framework is only now being
formed. So US software, management
and operational experience could make
Americans welcome strategic investors.
But that doesn’t mean Asian operators
aren’t sophisticated or cutting edge. Their
focus has been on generating new markets
and capturing people who have never
used Self-Storage. Their use of mobile
technologies and online marketing is very
advanced. Many have skipped old models
to go straight into more advanced services
that suit their markets. For example,
the first Self-Storage operation in India
started with concierge, mobile and online
cataloguing and even an eBay like sales
agent service.

The Last person I got to chat with
was Kevin Chan who is the Chairman
from Store Friendly Self Storage
Group. Kevin is well known in the self
storage community and throughout the
region. After all, this is where Store
Friendly locations dot the landscape,
with over 130 locations and 1.5 million

square feet of land throughout Asia

Kevin has been growing using the
Franchisee model and wants to be the next
Starbucks, McDonalds & the 7-11’s of Self
Storage in Asia! Kevin states that as it
relates to the Franchise Self Storage model:
“We are doing more than self storage — we
are doing investment planning. We aren’t
just the storage guys — we are professional
investors helping other professional
investors generate profit.”

As you can see by my analysis as well
as the input from the Self Storage Leaders
in Asia that the opportunities are endless
for US Investors, large operators and the
publicly traded companies to invest into
Self Storage in Asia.

Your next opportunity is to join me at
the next conference in Bangkok, Thailand
on May 16-18th 2018. See you there! m
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MOMENT OF TRUTH:

THE EMERGING SELF-STORAGE
BUSINESS IN CHINA

Ying Lin
Partner
Asia Self Storage Group

A ASSE

Fifty years ago, when Russ Williams and
his step-son Bob Munn built the first self-
storage building in the world, they might
never have imagined this business would
surpass Hollywood grosses and become
a $32 billion business today. By 2016,
there were more than 58,000 self-storage
facilities across the U.S, which is more
than the total number of McDonalds
Burger King’s and Wendy’s restaurants in
America combined!

In 1964, Russ Williams® first self-
storage in the Texas was mainly used
for oil equipment and tool storage. To
deliver a better service to its commercial
customers, this first generation self-
storage was designed to locate in the
suburban industrial area with drive up
access (customers can move in and move
out big equipment faster).

The second-generation self-storage
was driven by suburbanization and “the
golden age of capitalism”. From 1960s
to 1990s, because of the increasing
traffic, pollution and crime rate, huge

numbers of Americans moved from urban
to suburban areas. At the same time,
America’s strong financial performance
and financial innovation stimulated
consumption.  Specifically, the U.S
enjoyed 9% annually GDP growth and
11% consumer credit growth during the
golden age of capitalism. Self-storage

MCSS BRICKELL

The 1st generation self-storage

became a new lifestyle for the new move-
in suburban residences to store their
personal belongings.

In the new century, economic crisis
crushed the housing market, the U.S
home ownership dropped from 80%
in 2008 to 63% at the end of 2016.
With the development of convenient
transportation and lower financial risk,
Americans started to shift their mind
from ownership to rental. More and more
middle and upper middle class Americans
are compromising their living space and
moving to the high-end multifamily
buildings closer to the city to have better
access to public services. In the last
10 years, the U.S self-storage business
benefited from this trend and became one
of the best investment products in the real
estate market. A new type self-storage
facility was developed in the urban area
and provided much higher standard to
attract and serve the new urban citizens.

Inspired by the 2017 SSAA Expo in
Hong Kong, we realized the Chinese self-
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The 1st generation self-storage

storage market is going through a very
similar path as US self-storage market.
According to research from McKinsey
& Company, the share of Chinese
Millennials consumption is going to
double in the next 10 years and account
for 35% of the total consumption in
China. Affected by the Western trend,
Chinese Millennials are more focused
on pursuing life quality, experiencing
new things and reasonable spending for
a premium experience. As the “golden
age of capitalism” did to Americans in
the last century, today Chinese citizen
are encouraged by the strong economic
growth to pursuing a better life quality.
Self-storage will be a great option for
them to store their consumption and
personal belongings to make their home
become more organized.

The growing housing prices and
urbanization process are compressing
the average living space in China which
make self-storage even more necessary
for Chinese citizens. The average living
space in major Chinese cities like Beijing,
Shanghai and Shenzhen is 240 square
feet per capita and still shrinking year by
year as the condo prices keep going up.
The average house price in 1st tier cities
is around $1,200 per square feet, to some
degree the high pricing forces middle and
upper middle class Chinese families to live
in condos with average size around 800
to 1,300 sq. ft. Always seeing the news is

about how Chinese real estate companies
try to develop the microunit condos
(under 500 sq. ft with 2 bedrooms, a full-
size kitchen and bathrooms) to maximize
space and help the citizens to deal with
the increasing house prices. In contrast
with paying such a high price for the
condo, self-storage becomes a much more
affordable and even necessary option for
Chinese people who are struggling with
the rising home price but don’t want to
compromise their quality of life.

By comparing today’s self-storage
market in China to the path that U.S self-
storage business have gone through, we’ve
seen a lot of similar demand in today’s
Chinese market that will help self-storage
business to keep expand in the future.
The consumption upgrading which
supported by strong economic growth
will provide a solid market environment
for the self-storage business. the growing
housing prices and shrinking living space
will make self-storage become even more
necessary for today’s Chinese citizen.
The Chinese population is 4 times more
than the U.S population, compare with
more than 58,000 self-storage facilities
in the U.S today, the existing 200 self-
storage facilities in China are way behind
enough to serve this country with the
most population in the world, the fire in
Hong Kong’s self-storage facilities last
year alerted the market that governance
and standardized operations are urgently

Chinese Millennials are
more focused on pursuing
life quality, experiencing
new things and reasonable
spending for a premium
experience. As the “golden

age of capitalism” did
to Americans in the last
century, today Chinese

citizen are encouraged by
the strong economic growth
to pursuing a better life
quality.

needed in current operations but we
believe self-storage will be accept by most
Chinese citizens in the first tier cities as a
new life style and create a great expansion
opportunity to all the existing and future
self-storage players in the market. m

In contrast with paying
such a high price for
the condo, self-storage
becomes a much more
affordable and even
necessary option for
Chinese people who
are struggling with

the rising home price
but don’t want to
compromise their
quality of life.
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MAINLAND CHINA INDOOR SELF STORAGE

READY FOR TAKEOFF

M

The self-storage industry in Mainland
China, while relatively small compared to
mature markets such as the United States,
is growing rapidly. While the development
of the self-storage industry in Mainland
China may be 30 years behind the U.S
market, it has already established itself
in the major cities of Beijing, Shanghai
and Shenzhen, and can also be found in
eight other cities including Guangzhou,
Hangzhou, Nanjing, Qingdao, Wuhan,
Chengdu, Tianjin and Shenyan.

Key highlights:

® As of June 2017, there were 40 brands
with 213 self-storage facilities in
operation across 11 cities in Mainland
China

e Since June 2016, the total number of
facilities has grown by 31.5%, and the
estimated GFA has increased by 28%

e As of June 2017, total GFA is estimated
at 297,860 square meters (3,206,138
square feet) with total RFA estimated
at 178,716 square meters (1,923,683

Markus Scherer
Head of Consulting
Ipsos Business Consulting

Ipsoa Diagimess. Domgutisng
i e i e

square feet)

o Self-storage facilities can be found in 11
cities with 88% of all facilities located
in Beijing, Shanghai and Shenzhen.

e Shenzhen has the highest GFA per
capita among Mainland Chinese cities,
estimated at 0.006 square meters.
In comparison, Hong Kong has an
estimated GFA per capita of 0.06
square meters.

e In the second quarter of 2017 the
average monthly retail asking price

Chengdu
Nanjing
Qingdao
Wuhan
Shenyang Guangzhou

Hangzhou

Hong Kong
Tokyo

Beijing

‘ Shenzhen

Shanghai

us

‘ Taipei and Greater Taipei
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per square meter was RMB 207 (USD
31.40)

Beijing, Shanghai and Shenzhen
are evidently the cities pioneering the
development of the self-storage industry
in Mainland China today, accounting for
88% of all facilities in operation. Within
each of the remaining eight cities, only
Guangzhou has more than 10 facilities,
while the rest of the cities all have less
than § self-storage facilities in operation.

Prominent  self-storage  operators
active in the Mainland China market
today include Public Self-Storage, China
Self-Storage and Your Storage.

There are two other self-storage
operators of note active in the Mainland
China market, namely Yi Self-Storage
and V Self-Storage. Leveraging on
the assets of their parent companies
in residential building development,
they have cultivated a rather different
business approach from other self-storage
operators in Mainland China. Setting up

Growth in New Facilities 2014-2017 Q2

Cities Number of facilties Percentage change
2014 2015 2016 Q2 2017 Q2

Beijing 39 43 63 69 77%

Shanghai 20 23 37 44 120%

Shenzhen 24 30 43 75 212%

Others 19 16 19 25 32%

Mainland China 102 12 162 213 109%

most of their facilities in the residential
neighborhoods, they have direct and low-
cost access to their targeted residential
customers.

V Self-Storage is a subsidiary company
of Vanke Group and was foundedin2013 to
provide self-storage services for residential
communities in Mainland China. Today
it has more than 200 self-storage facilities
around the country located mostly in
Shenzhen, Shanghai, Beijing, Guangzhou,
Hangzhou and Nanjing.

Ipsos Business Consulting first started

Self-Storage Industry SWOT

Strengths

Very fast adoption of self-storage in Beijing, Shanghai and Shenzhen

over the past three years, providing a benchmark for operators in

other cities.

Consumer culture in metropolitan areas across China is very

developed.

Success of self-storage in Hong Kong provides a roadmap for the
development of self-storage in Mainland China.

Strong interest from overseas operators and investors in the
development of the self-storage industry in Mainland China.

Weaknesses
still very limited.

Consumer awareness and understanding of self-storage is currently

Concept is still very new, so a considerable amount of effort is
required to convert new users.

Self-storage is not perceived as a very glamorous industry.

Current regulatory framework governing self-storage facilities is
limited and inconsistent across regions.

Opportunities
driven economy.

Overall economic rebalancing focusing on developing a consumption-

There are many developed cities along the east coast with large
populations and relatively high disposable incomes, where no self-
storage operator is currently active.

Cost of real estate is expected to continue increasing in the mid-term,
making smaller apartments with less storage space more attractive.

Younger generation is much more mobile than previous generations.

mapping the self-storage industry in
Mainland China in 2014. Since 2014, we
have seen a growth in the overall number
of facilities of just under 109%. While
the growth in Beijing has been 77%,
Shanghai has shown the most impressive
growth of an 120% and Shenzhen has
already grown at an amazing 212%.

This growth has truly been
phenomenal, and we strongly believe
these three cities will be catalysts for the
self-storage industry to start expanding
rapidly to the other eight cities which
currently have facilities, and into many
other new cities as consumer awareness
and demand grow.

About Ipsos Business Consulting
Ipsos Business Consulting tracks the
Greater China self-storage industry on
quarterly basis. Our comprehensive
database includes information on all
facilities by location, GFA estimations,
occupancy rate estimates, retail asking
prices, number of brands and rent
concessions.

We support both operators, investors
and other interested parties with our
comprehensive industry understanding
and investment advisory services.

More information here:
www.ipsosconsulting.com

About the author:

Threats Competition from developers of residential compounds offering self- Markus Scherer leads the consulting
storage services directly to residents in the compounds. . . N A
unit for Ipsos Business Consulting in
Increase in competition between operators in larger cities such as Hong Kong. In cooperation with the
Beijing, Shanghai and Shenzhen focusing on stealing market share SSAA he has been actively following the
rather than on converting new users, leading to unhealthy price devel £ th If ind
competition. eve Opmfint o .t e self-storage 1ndustry
_ = _ : across Asia Pacific. He can be reached at
Increase in competition from residential real estate developers. markus.scherer@ipsos.com.
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B INVESTMENT

Mike Hagbeck
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Technology is another catalyst to encourage the development of the market
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B FIRE

FIRE!

Fire and Water, without a shadow of a doubt, are two of the
biggest threats to any Self-Storage business. Ask any half
decent storage owners, when they build their self-storage
from scratch, how much consideration would have gone into
planning to mitigate the risk from these 2 elemental threats.

In this article, I will like to explore the
threat of FIRE in a Self-Storage Business.
As defined appropriately by Wikipedia, «
Fire is the rapid oxidation of a material
in the exothermic chemical process
of combustion, releasing beat, light,
and wvarious reaction products”. The
word “material” is obviously the main
ingredient in a Self-storage business.
While 4 walls of solid steel partition
and concrete are not combustible, the
contents within a storage unit are another
story altogether.

Storage operators spends a ton on
ensuring that their properties are safe
from the effects of a Fire. Sprinklers,
detectors, water tank, extinguishers
etc are main stays in any decent storage
facility and therein lies the problem.

Storage Operators spends
too much time dealing
with the AFTERMATH of a

fire rather than spending
on preventing one from
ever starting

Storage Operators spends too much time
dealing with the AFTERMATH of a fire
rather than spending on preventing one
from ever starting.

Think about it, sprinklers/
extinguishers/detectors etc....these are
equipment to prevent the spread of fire,
stopping the fire from causing more
damage and more importantly, saving
lives. However, shouldn’t we spend more
of our efforts into preventing one from
even happening in the first place?

A lot of efforts were invested in
educating would be and current Self
Storage users on the Dos and Don’ts of
items to store in storage unit. The Self-
Storage Association of Asia for instance,
launched a campaign in Hong Kong
recently, to educate the public on the
use of self- storage units. Descriptive
posters with clear indication of what
is not allowed to be stored in a storage
unit, are distributed to all its members,
pasted at highly visible traffic area
within the member’s storage facility.
While these efforts raised awareness on
the unintentional storage of forbidden
contents, it does nothing to safeguard
against arson. Arson is a real threat,
one that is not to be taken lightly and no
amount of educational, informational
material in the world is going to stop
someone from starting a fire intentionally

Matthew Chee
CEO
Storage World
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B FIRE

Implement an A:.s?ﬂ'ﬁvention Plan
L

Appoint a person to be the
"go to person” in all fire

matters

to cause harm and damage.
Theoccurrenceofarsoncanbereduced

and its effects controlled if consideration

is given in advance to identify potential
threats and ensure effective protection
measures. An Arson Prevention Plan

(APP) is to clearly document the fire

safety management system to safeguard

the storage facilty against security
threats arising from arson attacks.

The following steps can be considered
in the implementation an Arson Preven-
tion Plan
1. Appoint a person to be the “go to

person” in all fire matters. Send them

to attend courses, briefs by the local
fire department to understand the
local fire codes.

2. Conduct a security risk assessment of
Arson by going through the following
steps:-

a. Identifying critical locations within

the storage facility that are prone to

arson. Such as a CCTV area blind
spot or check if access to the Fire
Command Centre is secured.

b. Look for potential risks to the
fire protection systems within
the storage being sabotaged. For
instance, an unsecure water valve,
theft of extinguishers etc.

c. Look at the accessibility of
breeching inlets of sprinkler and
rising mains, control valves of
sprinkler, landing valves of rising
mains, hydrant, pump and motor
room.

3. Identify points of Fire Hazards.
Reduceasfarasispractical,thesource
of ignition and combustible materials
that are available to the potential
arsonist. Example of these could
include waste materials accumulated
anywhere in the premises, improper
storage of hazardous substances,
indiscriminate dumping of building

22
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materials for the renovations works,
placement of discarded items on
passage ways/ staircases, etc.

4. Checks on Adequacy of Existing
Security Measures. Effective security
measures make a positive contribution
to reducing the threat of an arson
attack. Example of the security
measures that could be assessed
include access control to prevent illegal
entry to sensitive, isolated or seldom
used parts of the premises, access
control to the fire safety installations,
monitoring of the movement of fire
hazardous materials delivered by an
external party, installation of security
lighting, security fence, CCTV, etc.
These security measures would serve
as prevention and deterrence to
potential attackers that the fire safety
systems are under observation.

5. Conduct Scenario planning for
act of sabotage to the fire safety
systems that are likely to occur based
on the Self-storage business and

7.

activities conducted in the facility
and recommend measures to handle
such situations. Identification of the
anticipated problems that may arise
from the scenarios that may vary
depending on the facility’s event
calendar. Examples of these could
include possibleactivities of destruction
or sabotage, how to better manage fire
hazardsinsuchsituation,whatmeasures
to take in enhancing the protection of
the facility’s fire safety systems etc.

. Establish the fire safety housekeeping

program for the storage facility.
Examples of these would include the
inspection on fire doors to ensure that
they are properly closed, duct risers
are properly fire stopped, storage at
common areas are removed, hazardous
substances are properly kept, no
obstruction to passageways /staircases
from discarded items, etc

Reduce the opportunity to start a fire.
Posters and signs help. Talking about
it to would be self-storage user helps.

RELIABL! '

HIGH SECURITY

PADLOCK

since 1986.

unparalleled expertise.

ASIA PACIFIC
Martin Coote
Sydney Head Office

Lock Distributors have been distributing
and developing security for self-storage

Protect your business and lock into profits using our
top quality products, friendly customer service and

T +612 9890 3844
E service@lockdistributors.com.au

OR

SPONSORS OF SSAA EXPO HONG KONG 2017

High security « Pick-proof « Range of styles « Thousands of key changes

Making sure storage facility staffs are
trained to be vigilant and look out for
threats to the business will help the
cause immensely.

Matthew Chee is a certified Fire Safety
Manager (Singapore Defense Force). He
is formerly the Operations Manager of
Big Orange Self Storage Singapore and
Hong Kong. Matthew was also a former
Director of REDBOX Storage (HK) and
has over 11 years of experience in the
Self-Storage Industry.

"' Lock

Distributors
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B INSURANCE

Does your

insurance add value
for your business?

Insurance can sometimes be viewed by
business as a cost to their operation that
doesn’t add value, until something goes
wrong and the insurance policy is there
to respond. Whether it be storm damage,
theft of items or flooding, the value is
often not realised until the event happens.
One area that really focuses the mind for
a facility operator is a major disaster such
as fire. Sadly, this is something that has
been in the headlines in recent times.

The first concern in any such situation
is of course human safety. However,
in the self-storage industry, once that
is established and the initial dangers
dealt with, a major fire not only affects
business, revenue and ability to trade,
but can also have a major influence on
the reputation of that business and the
industry as a whole, particularly as it
often involves consumers and the loss of
their possessions.

What cover is available?

Self-storage operators have both day to
day and strategic issues to contemplate
and it is a worthwhile investment of
time to ensure comprehensive insurance
that adds value for the business and its
customers, dealing not only with smaller,
more frequent potential losses but also
major disaster scenarios. Cover that

Whether it be storm
damage, theft of items or
flooding, the value is often

not realised until the event
happens

should be considered includes but is not
limited to.

Building and Contents / Liabilities
Business Interruption

Customer Goods’

Building and Contents / Liabilities

Buildings and contents sums insured
need to allow for the full costs to reinstate
property including removal of debris
costs, architects and surveyor’s fees and
possibly also walls, gates and fences.
You should insure for the rebuilding
costs plus these expenses rather than the
market value.

If the property is leased, it is wise to
make sure you check the lease agreement
and if necessary insure the loss of rent
payable to your landlords following

Securing an insurance

Daniel Reynolds
Director
Reason Global

> Reason Global

| Insuring your reputation

a loss, assuming your landlord is not
already covering this.

It is important to also make sure you
have sufficient liability insurance to cover
potential customer injuries or fatalities
as the nature of your business means you
have an increased potential of customers
being on site when incidents occur.

Business Interruption Insurance

Business  Interruption  cover  can
potentially be the difference between
your business surviving a disaster or
not, as the insurance payments can cover
the shortfall in your income and any
additional costs you have to face in the
period until your business is back up to
the pre-loss levels. Most operators work
to at least a 36 months’ indemnity period
or more for larger properties that are

IN STORE
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owned rather than leasehold. Arranging
this cover correctly is imperative as
inadequate cover could leave you with a
large uninsured loss of revenue until you
are up and running again at the pre-loss
levels of business. This is where a good
broker can help with professional advice.

Customers Goods Insurance
Customers  Goods  insurance  for
customers is used extensively around
the world by self-storage operators.
This cover ensures that customers are
compensated appropriately and are dealt
with professionally by claims handlers to
settle their losses. It can also become a
source of additional revenue with good
take-up levels , but at the very least
should cover the costs of implementation.
It dovetails with the SSSA Licence
Agreement and means you can offer your
clients insurance cover should they not
have their own.

The speed of response following a loss,
the handling of your customer and the
communication to them is very important
if you are to recover and maintain your
reputation. Without insuring this risk,
you will not only potentially have to
deal with the customer’s losses directly,

which could involve legal proceedings,
but also the reputational damage that this
can cause. In this age of social media
and online marketing, that reputational
damage can quickly spread and be hard
to repair.

Our experience as a specialist broker
to the self-storage industry suggests
that following a major loss, customers
will want reimbursement of their losses
quickly. The nature of the items in store
can often have sentimental value or items
that cannot be replaced and this causes
further anguish and anger. Professional
insurance claims handlers can remove a
large amount of the stress of a major claim
scenario as they are very experienced in
dealing with such matters efficiently and
professionally, allowing you to focus
on getting your business back up and
running.

Can | Sell Customer Goods’
Insurance?

The SSAA and legal advisors have agreed a
solution whereby you agree responsibility
via an addendum to your SSAA Licence
Agreement rather than selling insurance.
You can then charge a fee to customers
for agreeing responsibility.

So in summary, taking the time to set
up the correct policies for your business
can mean not only that you insure all
your customers goods’ effectively, but
also that you take care of your reputation
in the event of losses and damages, and
potentially create a revenue stream for
your business at the same time. B

36 months

Indemnity period for larger
properties that are owned rather
than leasebold
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B EUROPE

Is the European self storage market
heading into a Golden Era?

The self storage market in continental Europe was growing at a typically rapid rate before
the economic crash of 2008 hit and the brakes came on. However, in the past couple of
years there has been lots of activity in the market with some predicting a re-boot of the

industry and record growth to follow.

Rennie Schafer
CEO
Self Storage Association UK
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Europe is a relatively late comer to self
storage.  After the industry emerged
in the USA, it moved to Australia and
NZ, before making its way to the UK
and finally continental Europe. The
pattern of growth however has been
similar. A few innovative entrepreneurs
kick started the industry, followed by
the entrance of some larger operators
with significant capital who often ran
mass media advertising campaigns to
increase awareness of the product. This
led to significant growth both in major
operators and smaller independents.
Then the economic crisis of 2008 hit.
In continental Europe in particular, the
growth curve for self storage businesses
started to level out. In some respects,
this economic turmoil came at the worst
time for the industry. In most countries
the industry was still very young with low
awareness. So, while in a more mature
market during an economic downturn
people may use self storage for different

reasons, downsizing and the like; lack of
awareness of the industry meant people
were not considering self storage. It also
meant that financiers and lenders had
limited experience with the industry, so
in times of risk-averse lending, it was
hard for operators to obtain finance to
expand their businesses. As a result, the
European self storage industry bucked
the trend of the rapid growth cycle and
supply levels levelled off. The effects were
somewhat less in the UK market, which
continued to show year on year growth,
but even in the UK, the level of growth
dropped noticeably. For the next 6 years
or so, the growth of the European self
storage market was moderate at best and
stable in many countries, with spasmodic

periods of growth and investment, but
no real signs of a return to the increasing
rates of growth pre-2008 and the typical
self storage growth cycle. Until now that
is.

There have been several significant
changes in the market over the past few
years. Firstly, the lending market has
opened up more. A combination of lenders
loosening their restrictions and lending
more and, a better understanding of the
market, particularly given the generally
excellent performance of existing self
storage operators during the recession,
has made finance more readily available
for investment in self storage. In 2010
many operators quoted lack of finance
as one of the main reasons they were not
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expanding their business, now, this seems
to be less of a concern and it is more about
the availability of suitable sites at feasible
prices. There have been more new operators
entering the industry, often these might
only be smaller sites outside major cities,
but every new site that opens adds to the
total space, and also increases awareness
of the industry in the local market. We
have also seen some consolidation of the
industry and major sales, another feature
of a growing market that was lacking
post-2008. Late in 2016, a major US
operator, StorageMart, purchased 135 sites
in south-east England, a trade worth over
£100M. Shurgard have acquired large
chains in Germany and the Netherlands
which, combined with their organic
growth, particularly in the London area,
has significantly increased their portfolio.
Blue Space in Spain was acquired by
Freemont Capital, who then went on to
purchase the Spanish portfolio of City Self
Storage. While an acquisition may not
directly add space into the industry, it does
show an appetite for investment, further
increasing the awareness of the industry,
particularly in the investment sector, and
provides important metrics on valuations
for the industry. In both the Australian
and US markets, a degree of consolidation
has been a sign of a maturing and growing
market. In the UK, there are operators
that are building self storage businesses,
taking the risk on development with a
clear exit strategy of selling the established
business to a major operator.

European markets that have been
relatively stable for years are now showing
solid growth results and real commitment
for growth by local operators. In
Germany for instance, which still has a
relatively low level of storage per capita
of under 0.006 square metres per person,
27 new stores opened last year, growing
from 143 to 170, and there are lots more
in the pipeline. These are not all small
stores in regional locations either, many
are large purpose built sites in major
cities. The Spanish market now has
over 320 self storage stores, mostly in
Madrid and Barcelona, but with more
stores opening outside the cities where 5
provinces have more than one self storage
store. Considering Spain was one of the
European countries most effected by the
2008 economic crisis, increasing growth
in this market is a very promising sign.
The French market is also showing
strong growth, more so outside of Paris,
particularly in the south of France and
more regional markets. There is a rapidly
growing number of small independent

COUNTRY 2016 Est

facilities | rentable sqm

Austria 30
Belgium 30
Czech Republic 3
Denmark 71
Estonia 2
Finland 59
France 340
Germany 170
Hungary 13
Iceland 6
Ireland 25
Italy 46
Latvia 2
Lithuania 1
Norway 72
Poland 10
Portugal 16
Romania 1
Spain 305
Sweden 128
Switzerland 47
The Netherlands 284
UK (incl containers) 1,077
Europe in Total 2,738

self storage sites opening up across
France, both in more urban locations like
Toulouse to less populated locations like
Chamonix.

Even emerging European markets are
growing, including some of the Eastern
European countries with stores opening
in Turkey, Poland, Ukraine, Latvia,
Estonia, Portugal, and Romania just to
name a few. The Russian industry is also
growing, having just established a new
Russian Self Storage Association. All
across the continent, self storage markets
are showing growth with indications that
there is more to come.

Comparing the size of the European
market to the USA, or even Australia,
is fraught with danger; particularly the
USA market. The industry was started
in America when land was cheap and
there is also an abundance of land for
development compared to Europe. As a
result, self storage is considerably cheaper
in the USA by every measure, so Europe is

2016 Total
no of current person

2016sqm per 2016 Storage
facilities per

million pop

78,000 0.009 3.5
130,000 0.012 2.7
11,000 0.001 03
176,000 0.031 12.5
2,000 0.002 15
130,000 0.023 10.7
930,000 0.014 53
463,000 0.006 2.1
35,000 0.004 13
15,000 0.045 18.1
80,000 0.017 5.3
163,000 0.003 0.8
5,000 0.003 1.0
1,500 0.001 0.4
84,000 0.016 13.6
10,500 0.000 03
49,500 0.005 1.6
12,500 0.001 0.1
800,000 0.017 6.6
370,000 0.037 13.0
48,000 0.006 5.6
849,000 0.050 16.7
3,493,000 0.054 16.5
7,936,000 0.016 5.6

very unlikely to reach the levels of storage
per person that the USA has. However,
what is relevant is the way the industry
has grown in these markets. As awareness
increases in a market, the industry has
shown strong growth until it hits a level
of maturity where the growth slows
somewhat. This growth curve in Europe
was interrupted by the financial crisis,
but all indications are that it is resuming
again and, we could very well be heading
into a prolonged period of growth for the
industry and an increase in awareness of
the product within the market.

If you are interested in the European
self storage market, then why not come
and experience it first hand at the
European Self Storage Conference in
Berlin, October 17-18. Join over 450
owners and operators of self storage
businesses across Europe and experience
the biggest self storage trade show outside
the USA. More details can be found at
www.ssauk.com. m
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Interested in buying self storage in the US?

JOHN LINDSEY

+1 919 797 1281

ALAN LINDSEY

Lindsey Self Storage Group

WWW.LINDSEYSELFSTORAGEGROUP.COM

JOHN@LINDSEYSELFSTORAGEGROUP.COM
ALAN@LINDSEYSELFSTORAGEGROUP.COM
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Do It Like
the Iroquois
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John Lindsey
President
Lindsey Self Storage Group
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Lindsey Self Storage Group

Self storage is currently one of the hottest
real estate sectors throughout the world.
From Hong Kong, to North Carolina,
single owner-operators, to large private
equity funds, everyone wants in on the
newest trend. While the sudden attention
to self storage is overall a wonderful
validation of the industry at large, it also
brings numerous challenges and growing
pains. These headaches, if not properly
navigated and monitored, can and will
lead to the eventual downfall of many
facility owners, as we have seen time and
time again here in the US throughout
various recessions. So the question is,
how do you prepare yourself to face
the struggles in your own market as a
facility owner? Simple — just do it like the
Iroquois!

Now, you may be wondering, who
are the Iroquois and what do they have
to do with self storage?! The Iroquois are
a historically powerful northeast Native
American confederacy, comprised of a
handful tribes throughout the US and

Canada. They are most well recognized

Self storage is not a

"get rich quick” scheme

for their Seven Generation Sustainability
concept, which required them to think
seven generations ahead and decide
whether the decisions they make today
would benefit their children seven
generations into the future. While we
may not need to be thinking 150 years
into the future when making business
decisions, there is a lot that can be taken
from this thought process and applied to
your approach in valuating investments,
acquisitions, and new developments in
your own markets.

The first of which is that self storage
is not a “get rich quick” scheme. Mark
my words — there will be a lot of losers in
the next economic downtown. As I stated
above, the flood of capital to storage is
great as a validation piece to our industry,
however, in the investment wave people
are making an unfathomable amount of
hasty decisions and poor investments,
thinking that they can “flip a site” or a
small portfolio in a few years’ time and
make a nice return on their investment.
While experienced operators have been
able to make some amazing purchases
and sales in our current economy, this is
not the norm, and those that are new to
the industry and are looking to do this
will not be able to replicate. Instead, one
should be thinking about investing an
asset with a long-term mentality.

As if poor investments were not
enough, our industry is also regularly
plagued with a plethora of other issues
ranging anywhere from over-saturation
to regulatory crackdowns. In the US,
over-saturation is rampant in the major
markets. This will eventually lead to the
failure of many owners trying to operate at
iiber thin margins, as occupancies across
the market will plateau (if not decline)
and those who have not underwritten
their acquisitions properly or prepared for
tough times such as this will fail. Although
the majority of markets in Asia have not
and will not experience saturation levels

like this for quite some time, the industry
has clearly faced regulatory issues over
the past year (i.e. the Hong Kong fire).
In the US, our regulatory issues usually
range from fighting sales tax in certain
states, to defining new lien laws in order
to properly auction non-paying tenants’
goods. However, we are currently facing
our own version of the Hong Kong fire
incident that could be a major problem
for new development in the US. In 2007,
nine courageous firefighters lost their
lives battling a fire at a sofa store in
Charleston, South Carolina. Fast forward
to 2012, and the self storage industry has
been lumped in with new warehousing
development regulations through the IBC
(International Building Code) in order to
prevent future fires and catastrophes such
as the one that happened in Charleston.
Before 2012, we could build 12,000 SF of
storage without a firewall or sprinklers.
That has now been reduced to 2,500 SF.
Meaning, if we want to build over 2,500
SF, we have to install firewalls for each
2,500 SF section or add sprinklers — both
of which are very costly additions that
could make or break certain development
projects and expected returns.

Although we could never plan for
development blunders like this in the
US, let alone any other major challenge
that faces our industry, conservative
investment strategies would help wus
navigate and succeed long-term through
these exact situations and many others.
As Warren Buffet once stated, “Only buy
something that you'd be perfectly happy
to hold if the market shut down for 10
years.” The man worth $77 Billion has
taken the Iroquois mentality to heart, and
has clearly done quite well for himself over
the years. If you intend on succeeding in
this industry, budget for the unexpected,
buy conservatively, and take your time on
making sound investments that will build
wealth for generations to come, not just
your wallet for the next year. m
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STEEL STORAGE

THE LEADER IN

CONSULTING

Early consultation will ensure that
the very best Self Storage facility is
built to suit your budget and deliver
optimised income.

DESIGN

Our in-house design team can design
your Self Storage facility with the best
unit mix to appropriately satisfy
market demand.

MANUFACTURE

By manufacturing core products
internally we are able to provide unique
product solutions, control quality and
offer market leading warranties.

INNOVATION

Our commitment to research and
development ensures that our products
continually provide clients innovative
Self Storage solutions.

INSTALLATION

Our installation teams have many years’
experience in the installation of all
components of a Self Storage facility
including units, services and access control.

SUPPORT

Our work doesn’t stop when a project

is complete, we have dedicated support
staff to assist you with your Self
Storage facility.

E sales@steelstorage.com.sg
STEEL STORAGE TODAY T +65 6862 9365

STO RAG E PA RT N E R WITH ANY ENQUIRIES www.steelstorage.com.sg

YOURTRUSTED  rtstcovicr






