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DATA

Investment rates have declined slightly 
from Q1 2024, reflecting the common 
characteristics of self-storage: slow 

and steady over the long run. As Gary 
Sugarman, COO and principal of The 
William Warren Group, said, “Self-
storage is great; it can’t always be 
unbelievable.”

Cap rates declined slightly in the 
2Q 2024 Investor Survey slightly, back 
to Q4 2023 levels approximately or a 7 
bp decline from Q1 2024 levels to 5.76 
percent. There is a near certain belief the 
Fed will cut rates in the near term, and 
that appears to be reflected in higher 
optimism this quarter. Key performance 
indicators are shown in the Segmentation 
by Investment Quality Table.
See Segmentation by Investment 
Quality Table

There is wide disparity in market 
sentiment regarding the number and 
magnitude of expected interest rate 
declines by the Fed as inflation cools. 
Some market reports suggest eight 
continued rate cuts over the next two 
years, while other investors expect 
modest cuts and long-term interest 
rates to stabilize around 5 percent for 
the sector. So, what does that mean for 
investment rates for self-storage? Or, as 
I am often asked, what is a reasonable, 
long-term, stabilized cap rate?
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operating income. As historically 
demonstrated by the sector for 
decades, the self-storage asset class 
continues to outperform core sectors 
of commercial real estate.  

R. Christian Sonne is the executive vice president of the 
Newmark Valuation & Advisory Group.

Absent knowledge (or my answer, 
I don’t know), let’s look at what 
math suggests. Solving for a current 
cap rate of 5.76 percent could look 
like the example in the Band of 
Investment Table. 
See Band of Investment Table

The Band of Investment example 
suggests a current Equity Dividend 
Rate of 2.38 percent, or relatively low 
for self-storage, which have been over 
3 percent over the long run. Using a 
5 percent interest rate and 3 percent 
equity dividend rate, suggests about 
50 bps decline in investment rates over 
the long run.
See Band of Investment – Long Run Table

Conclusion
Self-storage remains slow and steady. 
Self-storage REIT pricing has 
increased only 1.1 percent year to date 
(YTD), but the trailing 12 months (TTM) 
have seen an increase of 16.8 percent 
on average, reflecting confidence in 

sector performance. Investment rates 
are likely to slowly decline depending 
upon Fed rate cuts and equity dividend 
requirements of investors. Therefore, 
valuations are likely to rise, but more 
significant sector improvement will 
largely be a function of operational 
performance as measured by net 




