INTRODUCING STOR-AGE
ABOUT STOR-AGE

Stor-Age is the leading and largest self storage property fund and brand in
South Africa, and the first and only self storage Real Estate Investment Trust (REIT)
listed on any emerging market exchange. During the year, we made significant
strides to drive alignment across our business. We concluded the strategic
acquisition of the unlisted Managed Portfolio and integrated critical functions of our
UK operation, Storage King, the sixth largest self storage brand in the UK.
Our portfolio comprises 65 properties across South Africa and the UK, with a
combined value of over R6.0 billion.
Our highly specialised business focuses on the fastgrowing self storage sector – a niche subsector of
the broader commercial property market. Stor-Age
develops, acquires and manages high-quality self
storage properties that enable us to compete strongly
in new market segments and grow our market share.
This allows us to benefit from economies of scale and
produce favourable operating margins. Stor-Age is
managed internally.

Our portfolio comprises 65 properties, totalling
423 700 m2 and representing R6.0 billion in value.
The South African portfolio comprises 49 properties,
totalling 357 600 m2 and represents R4.0 billion in
value, while in the UK, Stor-Age owns a 97.6% majority
interest in Storage King, comprising 16 properties with
66 100 m² GLA and representing R2.0 billion in value.

DYNAMIC SELF STORAGE SECTOR SPECIALISTS
Leading and largest self storage property fund in South Africa, with a
successful strategic entry into the UK in 2017
High-quality properties with excellent visibility and easy access from
arterial roads
Outstanding locations with high barriers to entry
Business model based on global best practice
Development capability and innovation
Market-leading operations and digital platform
Decade-long track record of developing, tenanting and operating self storage assets

Number of properties
GLA (m2)
Value (Rm)

Portfolio

South
Africa

United
Kingdom

Pipeline
Portfolio

65
423 700
6 000

49
357 600
4 000

16
66 100
2 000

9
62 000
850
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ABOUT STOR-AGE (continued)
OUR INVESTMENT CASE
• Dynamic sector specialists, allowing for
focused attention

• Strong cash flow
• Favourable operating margins

• Track record of growing investor returns

• Attractive earnings growth

• Recession-resilient sector: self storage is a
niche asset class uncorrelated to
traditional property drivers

• Healthy balance sheet
and conservative gearing

• Attractive forecast distribution growth,
underpinned by robust self storage metrics

• Low bad debt record (~ 0.5% of revenue)

• Secured pipeline of acquisition and
development opportunities

• Low obsolescence and ongoing
maintenance capex

• Proven ability to identify, close and
integrate value-add acquisitions

• High barriers to entry in key target
locations

is underpinned by

OUR SUCCESS DRIVERS
• Diversified tenant risk (32 000+ tenants
across South Africa and the UK)

• Average length of stay in South Africa –
22 months

• Presence in South Africa’s main
metropolitan centres – Johannesburg,
Tshwane, Cape Town and Durban

• Average length of stay in UK – 25 months

• Prominent locations on main roads or
arterials, with high visibility to passing
traffic
• Committed and passionate employees

• Strong customer satisfaction, with customer
service rated as “excellent in 2019”
according to the global Net Promoter Score
(NPS) standard

• UK management team with significant self
storage operations experience, proven
local expertise and a well-located
property portfolio

• In the UK, 54% (2018: 51%) of customers
store for more than one year

• Growing demand and awareness among
customers

• In South Africa, 52% (2018: 54%) of
customers store for more than one year

and

OUR VISION

OUR MISSION

To be the best self storage
business in the world

To rent space

OUR CORE VALUES
Excellence • Sustainability • Relevance • Integrity
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SECTION TITLE STOR-AGE
INTRODUCING

HIGHLIGHTS

106.68 cents | Up 9.05%
Total dividend

63.2% | Including 7.5% (SA) like-for-like
Growth in rental income

6.3% | UK
Growth in net property operating income, on a like-for-like basis

Strong operational performance in UK

88 400 m2

Increase in occupied space

SA – 80 000 m2; UK – 8 400 m2

84.0% (SA) | 80.3% (UK)
Closing occupancy

R6 billion | Up 56%
Investment property

Including strategic acquisitions – Managed Portfolio (SA) and three additional trading
properties (one SA, two UK)

24.6% | SA – 17.2%, UK – 39.2%
Loan to value (LTV)

Fully hedged on a net-debt basis

423 700 m2 GLA | Up 107 900 m2
65 properties

32 000+ | SA 24 000+, UK 8 000+
Total number of tenants

R1 billion+
New equity raised

Including two significantly oversubscribed accelerated bookbuilds

R850 million | 9 properties
Pipeline
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Big Box
self storage properties
Our properties are developed in
prime locations across South Africa.
Light, bright, safe and secure, our
Big Box properties are modern,
purpose-built and multistorey.
As the leading developer of
these properties in the South African
market, we capitalise on market
requirements more efficiently than
our competitors.
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CHAIRMAN’S LETTER

At the time of our listing in November 2015, Stor-Age aimed to deliver attractive and
sustainable shareholder returns by bringing to market a highly specialised self
storage REIT. Today, Stor-Age is a recognised and dynamic industry specialist with
an ambition to outperform the sector and our own benchmarks, and I am pleased to
report that we continue to successfully deliver on our objectives. This is evidenced by
an excellent fourth set of financial results, driven by strong organic growth in our
South African and UK portfolios and the successful integration of acquisitions.
A TRACK RECORD OF DELIVERY
Since listing, Stor-Age has executed its strategy with
considerable success and created ongoing value for
shareholders in a difficult operating environment. This is
evidenced by our track record of acquiring, developing,
leasing and operating self storage assets.
The group continues to deliver sustainable growth in
returns through real gains in rental rates and occupancies.
The value of our portfolio has increased from R3.9 billion
to R6.0 billion, our market capitalisation has grown to
R5.4 billion as at 31 March 2019 and the number of
properties in the REIT increased from 50 in 2018 to 65.

Stor-Age is the market leader in
South Africa and one of only 101 publicly
traded self storage REITs globally. Since
listing, our shareholders have enjoyed
increasing earnings and attractive
dividend growth, supported by consistent
increases in net asset value (NAV).

TIMELINE

2006

2007

2009

2010

2012

Stor-Age forms and first
property opened

International market
research begins

Four properties trading
in Cape Town

JV formed with Acucap
and Faircape

Portfolio grows
to 15 properties
in four cities

2019

2018

2017

2015

2014

Listing of Stor-Age
on the JSE

Portfolio grows to
38 properties in
six cities

Acquired Managed
Acquisition of Storage RSA
Acquisition of StorTown
Portfolio (12 properties);
and Unit Self Storage;
and All-Store;
Acquisition of Viking
Portfolio grows
Strategic entry into UK market
(Bedford, UK)
to 49 properties
with acquisition of
and Storage Pod
Storage King, 6th largest
(Weybridge, UK);
UK brand
Portfolio grows to
65 properties

1

Shurgard Self Storage, listed on Euronext Brussels, is not a REIT, but included in universe.
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CHAIRMAN’S LETTER (continued)
DISTRIBUTION PER SHARE (CENTS PER SHARE)

88.05 cps
full year

*
30.07

47.02

45.01

43.04

10.0%
2017
Full year

9.05%
2019
Full year

9.25%
2018
Interim

9.1%
2019
Interim

2018

Interim dividend
*

51.30

50.81

11.1%
2018
Full year

2017

2016

106.68 cps
full year

97.83 cps
full year

55.38

2019

Final dividend

Listed November 2015, 4.5 month trading period to year end, distribution annualised.

SHARE PRICE PERFORMANCE RELATIVE TO SA LISTED PROPERTY INDEX (SAPI)
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Liquidity
Continuing to improve
in line with growth in
value of the business
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Aug-16

Jun-16

Apr-16

May-16

Jan-16

-

Feb-16
Mar-16

60

Dec-15

5

Nov-15

70

As at 31 May 2019

8

30

March 2019
R585m equity raise,
3.6% discount to
30 day VWAP

September 2018
R400m equity raise,
3.46% discount to
30 day VWAP

Feb-17

Indexed price

120

Number of shares (Millions)

18 month
performance:
Strong
relative to
SAPI

Stor-Age’s ability to strategically identify and execute
investment opportunities and integrate acquisitions
remains a competitive advantage.
In South Africa, the acquisitions of All-Store and the
Managed Portfolio have positioned us well in a lowgrowth macroenvironment. The addition of Viking
Self Storage and The Storage Pod demonstrates our
ability to source, fund and conclude high-quality
acquisitions in the UK market. These acquisitions are
further evidence of our ability to scale our business in
a manner that satisfies our investment criteria. Read
more about these acquisitions in the CEO’s report on
page 33.
Operationally, we executed our Storage King
integration plan in line with our strategy. Our proven
experience in closing and integrating transactions,
treasury management and capital allocation is
yielding positive results. We believe the UK business
is now well-positioned to pursue its medium-term goal
of 85% occupancy, as well as to capitalise on future
growth opportunities in a disciplined manner.
Two oversubscribed bookbuilds, one in September 2018
and another in March 2019, successfully raised
R985 million in equity. This enabled us to acquire
existing trading properties in the UK, fund new
development sites in South Africa and strengthen our
overall balance sheet. The strong demand evidenced
in the two bookbuilds and improved liquidity is
testament to the high regard in which Stor-Age is held
and reflects investor support for our growth strategy.
Our strategy to counter South Africa’s constrained
local economy centred on maintaining a strong
balance sheet, growing our exposure in the UK
market and remaining true sector specialists by only
acquiring and developing self storage assets of the
highest quality.
Looking forward, we intend to play our part in
South Africa’s economic turnaround by growing our
portfolio, creating employment opportunities and
unlocking shareholder value.
In addition, we would like to see positive change
in the management of our state-owned enterprises
and our economy more broadly, ultimately translating
into improved GDP growth in the medium term.

Our proven experience in closing
and integrating transactions, treasury
management and capital allocation
is yielding positive results.
CREATING VALUE AND MEETING
DEMAND
Demand from individuals and businesses across our
South African and UK property portfolios is directly
influenced by local economic activity and consumer
and business confidence, all of which are interrelated.
However, self storage remains needs-driven and an asset
class with highly defensive characteristics. In addition, the
flexibility of the product makes Stor-Age’s business case
cyclically resilient.
Globally, demand for space is created by population
growth, an emerging middle class, urban migration,
flexible living choices and property downsizing.
Individuals and businesses, particularly start-ups and
small, medium and micro enterprises (SMMEs), require
adaptable storage options.

SELF STORAGE INDUSTRY TRENDS
South Africa
We continue to see the establishment of new self
storage properties. Many of these are opened in lessthan-desirable locations and where barriers to entry
are typically quite low. Where properties are opened
in improved locations, they are typically pre-existing
buildings that have been converted into self storage
assets or where a self storage operator has taken a
short-term lease from a landlord. The short timeframe
underlying this type of lease, as well as the relatively
high cost to fit out a self storage building, often results
in limited capital investment by operators and a less
desirable product for customers.
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CHAIRMAN’S LETTER (continued)

AVERAGE LENGTH OF STAY1
19%
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19%
20

30
31%

12%
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DEMAND PROFILE

12%
12

17%

21

17%

21%

4%
4%

17

21

21%

9%
9%

Demand is driven by two significant customer groups:
those needing the product for short stays due to
life-changing events (< six months: 31%) and those
requiring the product for longer-term space
requirements (≥ 1 year: 52%).
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REASONS FOR STORING1

19%
19%
21%

44%

2%
1%

44%

21%

•
•
•
•
•
•
•

Business needs
Excess stuff
Lifestyle choice
Marriage/divorce
Moving
Renovating
Other

SELF STORAGE – A NEEDS-DRIVEN PRODUCT

2%
1%

All tenants initially use our product due to a tangible
need. This makes the business case cyclically resilient.
SOUTH AFRICA AND UK TENANTS (COMBINED)
• Commercial
• Residential

20

23%
30

12

77%
21
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RESIDENTIAL VERSUS COMMERCIAL TENANTS
Commercial tenants typically store in a larger unit size
than residential customers and tend to stay for a longer
period of time.
While our commercial tenants account for 23% of our
total unit occupancy, they take up 31% of the total
occupied space rented.

1
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	For South Africa only

While sector dynamics vary
significantly across the four main
centres in which we trade (Cape Town,
Johannesburg, Tshwane and Durban), the
South African self storage industry is fastgrowing and remains an attractive sector
in terms of economic returns.
Albeit limited, we continue to see the establishment of
good quality self storage properties in key locations
across the country, as well as the reinvestment of self
storage industry capital into the market by previous
vendors. This presents opportunities for us to leverage
our scale and consolidate new properties that can
supplement our pipeline of local development
opportunities.
In specific nodes, we are seeing saturation of supply
relative to demand. This differs within each of our four
main cities. Accordingly, Stor-Age will only develop
new properties where the barriers to entry are at
their highest – most often targeting prime real estate.
This approach almost always requires the business to
undertake a full rezoning or town planning process,
which can take up to three years or longer.
From an acquisition perspective, we remain highly
selective and decline opportunities if we are not fully
satisfied that the underlying real estate fundamentals
warrant capital investment. We also ensure sufficient
demand relative to existing supply before we invest.

The global self storage market
The self storage sector has historically outperformed
the property sector and remains a growth sector
globally, with a long track record in first-world markets.

In terms of supply, the US now boasts over 54 000
self storage properties, Europe (excluding the UK)
more than 2 200, the UK more than 1 500 and
Australia more than 1 300.3
Despite more elevated supply levels in the US in
recent times, underlying demand for storage space
and pricing power remained strong. European self
storage REITs generally outperformed the broader
European real estate market and European equities,
performing particularly well up to the end of
March 2019.
As can be seen by the graph on page 12, UK
self storage REITs have significantly outperformed all
other UK REITs over the last five years.
Our UK properties now constitute nearly a third of
our total portfolio by value. Brexit-related uncertainty
is likely to continue affecting business and consumer
sentiment which may negatively affect the UK
economy. If the UK successfully withdraws from the
EU, Oxford Economics anticipates that the country’s
economic prospects will remain positive for the rest
of the calendar year, with economic activity expected
to pick up and reach 1.7%. In the case of a no deal,
GDP is expected to fall to 1.0% in 2019 and 0.8%
in 2020 before gradually recovering. Ultimately,
this uncertainty will persist until the UK’s trading
relationship with the EU is more clearly defined.
Despite this uncertainty, the UK self storage sector
continues to prove resilient and demand is growing
faster than supply. Approximately 1.7 million
square feet of space was added during the year,
and occupancy levels and industry profits continue
to increase. Our Storage King portfolio has also
performed in line with our expectations since the
acquisition in November 2017.
As before, we will continue to vigilantly monitor the UK
operating environment. However, I remain confident
that Stor-Age is well-prepared for any shifts that could
negatively impact growth.

This is evidenced by all self storage REITs in the US
and Europe (including the UK) trading at premiums
to NAV.2 In the US, this has recently ranged up to
approximately 20%. In Europe, all three self storage
REITs were trading at premiums to NAV above 40% at
the end of March 2019.

2
3

	UBS self storage sector overview, March 2019.
	The Self Storage Association UK annual industry report, 2019.
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CHAIRMAN’S LETTER (continued)
UK REIT SECTOR – SHARE PRICE PERFORMANCE (POUNDS)
250%
Self storage REITs,1 221%
200%

Industrial/specialised
REITs,2 138%
London Office REITs,3
127%
Diversified REITs,4 100%
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London Office REITs
Retail REITs

Self storage REIT’s index: Big Yellow, Safestore, Lok ‘n Store.6
Industrial/specialised REIT’s index: Segro, Tritax Big Box, Hansteen.
London Office REIT index: Great Portland, Derwent, Workspace Group.
Diversified REIT index: Schroder Real Estate, LXI REIT, Standard Life Investments, British Land Co., Land Securities REIT
Group, F&C UK, Ediston Property, Custodian REIT, Redefine International, AEW UK REIT, Regional.
Retail REIT’s index: Shaftesbury, Supermarket Income, Hammerson, New River, Intu Properties, Capital & Regional.
Lok ‘n Store is not a REIT but included in universe.

The self storage sector has historically outperformed the property sector and
remains a growth sector globally, with a long track record in first-world markets.
This is evidenced by all self storage REITs in the US and Europe (including the UK)
trading at premiums to NAV.
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CHAIRMAN’S LETTER (continued)
PERFORMANCE BACKED BY SOLID
GOVERNANCE
Stor-Age is a relatively young business
that is continuing to grow and evolve.
Our decisions are guided by our four
core values of Excellence, Sustainability,
Relevance and Integrity.
In line with our core values, the board and executive
team promote ethical business conduct and corporate
governance as critical components of Stor-Age’s
sustainability and success over the medium to long term.
In this regard, I particularly value the contribution made
by our diverse and experienced board.
As noted in my letter last year, the board undertook
a detailed self-evaluation to identify improvement
opportunities. During the period under review, we
implemented several initiatives to strengthen our
governance structures:
• W
 e engaged with key shareholders through our
remuneration committee to successfully update our
remuneration policy and framework and introduce
a long-term incentive scheme in the form of a
Conditional Share Plan (CSP). All permanent
employees are eligible to participate in the CSP,
including senior managers and executives,
operations managers at the property level and midmanagement employees.
• W
 e engaged with external advisors to structure and
execute the buy-out of the entire Managed Portfolio
and eliminate executive management’s former
related-party relationships in respect thereof.
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• To improve our board’s understanding of the UK self
storage market and reduce overall risk exposure,
members of our investment committee conducted a
tour of a significant number of self storage properties
in the broader London market in August 2018. Site
visits included properties in the Storage King portfolio
as well as properties of leading industry peers.
I am proud to announce that following a review of the
FTSE/JSE Africa Index Series, Stor-Age was included in
several indices in March 2019. Companies included in
this index make up the top 99% of the total pre-free-float
market capitalisation of all listed companies on the
Johannesburg Stock Exchange. Inclusion in these indices
for the first time represents another milestone for Stor-Age
on its growth journey and is testament to the ongoing and
disciplined execution of its growth strategy.
We are making good progress towards compliance
with the recently amended Property Sector Codes,
which supports transformation within the property
sector. The group’s approach is based on our threeyear Transformation Plan, launched in 2018. Our
philosophy is to drive empowerment from within the
group, and along with our advisors, we are currently
exploring the potential creation of an education trust and
share ownership scheme for previously disadvantaged
employees. Read more about this plan in our corporate
governance report.
Regarding international growth, we have established a
well-defined medium-term strategy and a clear framework
of authority to guide decision-making for our UK
business. With the benefit of hindsight, the strength of
this strategy and framework was evidenced through our
investment activities in the current year. These activities
required strict adherence to a well-defined process,
including meeting key financial hurdles when considering
any new acquisition opportunity. As a result of these strict
investment criteria, the group chose not to proceed with
several potential transactions during the year.

OUTLOOK AND THANKS
Stor-Age’s business model is based on global best practice and established
networks with leading first-world market peers. We deliver unmatched value and service
to our customers, locally and in the UK. This is supported by a leading-edge operational
platform and a skilled digital marketing capability. Stor-Age also benefits from a welldefined strategy and clear vision and mission, which are deeply embedded across all
levels of the business.
As a result of these strengths, Stor-Age remains wellplaced to capitalise on opportunities across the self
storage industry and deliver attractive, risk-adjusted
growth in distributions and underlying portfolio value.
These successes could not be achieved without the
single-minded focus, ongoing support and guidance
of our board and the relentless pursuit of excellence
by our highly capable Stor-Age team. This includes the
executives, senior management and a valued group of
employees across the organisation.
Once again, congratulations to the management team
and all employees on a successful year. Thank you for
your continued energy, commitment, expertise and the
passion with which you carry Stor-Age forward for the
benefit of all stakeholders.

Paul Theodosiou
Chairman
11 June 2019
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