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Arkadin 
 
Welcome to Pei Investor’s third teleconference of 2020. Please give us your name and 
the name of your company. The conference will start in a few minutes, thank you for 
waiting. 
 
My name is [__________] and I will be your operator for today's call. All participants are 
currently in silent mode. 
They will be able to ask questions through the web platform or live through their phones. 
Any questions will be answered at the end of the session. Please note that this 
teleconference is being recorded. 
 
Now, I yield the floor to Mr. Jairo Alberto Corrales, Pei Asset Management’s President. 
 
Jairo Corrales 
 
Good morning everyone. We welcome you to Pei Investors’ Third Teleconference of 
2020, hoping that everyone, their families, and work teams are well. 
 
The first semester of the year put us to the test and generated changes in people’s, 
organizations’, and communities’ habits; however, it also allowed us to appreciate the 
advantages of the old days and miss the spaces proper to each activity: offices, 
shopping centers, parks, and entertainment places. As you know, Pei Asset 
Management team adopted the preventative isolation recommendations since last 
March 13 and has worked from home, taking care of the management of all issues 
related to the vehicle. Today, 5 months later, we are preparing to rejoin our workspace 
with all the necessary precautionary measures and under a low capacity and alternation 
model. 
 
In this teleconference, we want to share the results of the first semester, which was 
framed in the Covid-19 situation. We have been tested for months and many industries 
and companies have been impacted. We are aware that Pei, as a real estate 
investment vehicle, is not shielded from such impacts, but we believe that it is well 
prepared to cope with this juncture. As mentioned in a number of spaces with the 
investors and tenants, our sentiment is one of prudent optimism and we will continue to 
work with all the relevant security measures so that tenants and occupants may 
continue to gradually resume their operations in the portfolio assets. 
 
 
 
 
 



	

SLIDE # 5 - FIRST SEMESTER OF 2020’s MANAGEMENT  
 
We wish to frame our first semester’s management in 4 main topics: 

- First, the status of the portfolio's lease agreements. In this connection we wish to 
highlight that the contracts-retention level for the period was 92%, with more than 
49 thousand m2 retained in addition to the nearly 5,000 m2 leased in areas that 
were available. As to the portfolio’s vacancy metric, the average economic 
vacancy for the semester stood at 9.5% and the average physical vacancy at 
8.3%, as a result, among others, of a slower closing of the negotiations. 

- A second topic is the management of and assistance to the tenants. In this 
connection, we want to share with you the arrangements reached with these 
allies. As mentioned, each category behaves and is affected differently by the 
situation; therefore, as you may see on the screen, the commercial category, by 
its very nature, has required more commercial arrangements compared to 
essential and logistics-related premises. 

- Third, the financial management where the debt-to-assets ratio remains at 
conservative 28% levels. Also, as we will describe later, a 4.52% dividend yield 
was paid for 2020. 

- The last point to mention is the secondary market’s behavior during the last 6 
months, in which Pei’s securities, in spite of the situation, remained fifteenth 
among the most traded in the BVC, compared to the variable income market. 
The average daily volume of TEIS’ transactions in the first semester was 2.841 
million. 

 
SLIDE # 6 - REAL ESTATE PORTFOLIO’S DIVERSIFICATION  
 
In the next slide we want to highlight the real estate portfolio’s diversification. 
Diversification per tenant remained stable during the second quarter of the year and the 
portfolio revenues appear distributed among different tenants and economic sectors, 
properly complying with the vehicle’s regulatory limits. 
  
The upper graphs detail the main tenants in each category and their relevant weight in 
the total portfolio. As shown, exposure to a same client remains below 7% of the 
income. 
 
I yield the floor to Jimena Maya, who will give you an account of the results for the first 
semester of the year. 
 
 
SLIDE # 8 PEI ASSET MANAGEMENT'S MODEL INCORPORATES THE 
FOLLOWING SDGs 
 
Jairo, thank you, and good morning everyone. 
 
We want to share with you the assets management model that has been strengthened 
since the creation of the assets management office. In recent months, this management 



	

has addressed two major fronts. First, in connection with the situation we are 
experiencing, which has required an adaptation of any essential assets; and second, 
the management pursued in the sustainability principles framework. 
 
Aware of Pei Asset Management’s responsibility as a trustworthy investment manager, 
we have incorporated into Pei Asset Management’s work agenda the sustainability and 
responsible investment international standards and principles, with an having them 
permeate both the vehicle and Pei’s assets portfolio. 
 
Thus, within the framework of the Sustainable Development Goals issued by the UN, 
Pei’s actions are framed in the following 3 SDGs: 
 

- SDG 7 - Affordable and Clean Energy, in connection with which the vehicle has 
worked to reinforce the assets’ renewable energy and energy efficiency strategy 
through projects such as solar panels in buildings and energy savings to reduce 
the carbon footprint. The results connected with this sustainable development 
goal are 18% savings in energy consumption and 3% savings in water 
consumption during the last 12 months. 

- With respect to SDG 11 - Sustainable Cities and Communities, we have been 
working on the sustainable management and efficient use of the natural 
resources through recycling programs, where over 113 thousand kg of material 
have been processed; the assets occupants have been encouraged to use 
alternative transportation means; and social and welfare programs have been 
generated. Some of the programs supported in the different communities where 
Pei is present are: Promoción Juvenil de la Cultura Cordobesa [Cordovesan 
Culture’s Youth Promotion] through Nuestro Montería shopping center, Pinta Tus 
Sueños [Paint Your Dreams] through CityU, and Navidad for la Guajira 
[Christmas for La Guajira] through Atlantis shopping center. 

- Regarding SDG 12 - Responsible Production snd Consumption, the vehicle is 
strengthening its responsible investment policies, promoting investments in 
environmentally friendly assets. To date, the vehicle has 11 assets with LEED 
certificates, equivalent to over 650 thousand certified m2. 

 
SLIDE # 9 - ADAPTATIONS FOR THE ASSETS REOPENING  
 
We want to share with you the actions performed in connection with the assets, which 
evidence the adaptations and interventions required in preparation for their reopening 
and were ready as of June 1, 2020. During the second quarter, 33 assets were subject 
to interventions amounting nearly 1.166 million pesos in investments, mainly focused on 
the adaptation and provision of cleaning and disinfection supplies, protection elements, 
assistance personnel, and thermographic cameras. 
 
 
 
 



	

SLIDE # 11 - THE VEHICLE PILLARS HAVE MITIGATED THE CURRENT 
SITUATION’S IMPACTS  
 
As Jairo mentioned in his introduction, in times of contingency, such as the one we are 
experiencing, Pei has proven not to be shielded from the consequent impacts and 
damages. However, Pei is prepared to face this COVID-19 pandemic juncture that the 
world is experiencing. 
 
The following are among the strategic pillars enabling Pei to mitigate such impacts: 
 

1. Portfolio diversification. 
2. Commercial risk hedging schemes. 
3. The vehicle’s liquidity. 
4. A conservative indebtedness. 

 
First, DIVERSIFICATION: Pei has 146 income-generating assets in 4 distinct 
categories: corporate, commercial, logistics and industrial, and specialized, which have 
behaved and been affected differently by this juncture. Furthermore, these assets are 
occupied by 1.424 tenants from over 20 economic sectors, whose different 
particularities render that the impacts of situations like the current one be different. 
 
Also, Pei's assets are diversified throughout the country in more than 30 cities and 
municipalities. We have already seen how the operations’ reactivation is taking place at 
different scales in the main cities of Bogotá, Cali, Medellín, and Barranquilla and at 
rates that are different in the capitals and the intermediate cities, where Pei has 
deepened its presence in recent years. 
 
Secondly, we wish to highlight the COMMERCIAL RISK HEDGING STRUCTURES, 
whereby Pei has different schemes such as guaranteed income and preferential flow, 
whose main objective is to mitigate any potential commercial risks during any new 
asset’s stabilization period, while achieving the ideal occupancy levels and tenants mix. 
In addition, we have several other types of commercial risk hedging such as insurance 
policies, guarantee deposits, and payment sources, among others. 
 
The third strength we wish to highlight is the VEHICLE’S LIQUIDITY, which has 
available resources at demand, in low-risk investments, with an aim at having available 
the cash generated by the business for delivery to its investors. This year, starting from 
the second semester, the vehicle yields will be paid on a quarterly-basis. 
 
Fourth, the capital structure with a long-term conservative indebtedness policy, in line 
with the business dynamics. Currently, the vehicle has credit facilities with the principal 
financial entities in the country and, additionally, has a track-record in accessing the 
capital market with equity and debt issues. 
 



	

Pei’s debt is mostly long-term. By the end of the first semester of 2020, the portfolio’s 
total debt represented 28% of the assets under management, being worth noting that 
debt has been managed to postpone the obligations’ maturity in 2020. 
 
SLIDE # 12 – PROMOTION OF THE ASSETS’ OPERATIONS AND MANAGEMENTY 
OF THE COMMERCIAL TERMS 
 
In connection with the portfolio assets’ operation and the commercial arrangements 
reached with the tenants, Pei Asset Management’s commercial management strategy 
has been to permanently review each tenant’s particular situation. This task has been 
fundamental in recent months, because the tenants’ requests must be addressed 
without disregarding the investors’ interests, based on the fundamental premise of 
achieving a balance between the short and long terms. 
To date, 1.012 commercial term arrangements have been reached. The category with 
the most requests –given its very nature– is the commercial one, representing 95% of 
the total reliefs mentioned, which explains the decrease in the revenue share from 41% 
to 36%. Shopping centers are followed by commercial premises with 3%, logistics with 
3%, and specialized and corporate with 1%. 
 
The assets’ operation and occupancy has gradually increased in recent months, so that, 
by the end of June, the portfolio had a 42.4% of its population occupying the assets. 
The category with the highest workers’ occupation is logistics and industrial assets with 
82%, while the corporate category is at 10%, given its more gradual reopening process. 
 
Thus, the impact of the reliefs granted would translate into an income decrease around 
11.4% of the annual revenues, broken down per category as follows: 
 
6.8% non-essential commercial premises, 2.1% corporate assets, 1.9% logistics assets, 
and around 0.3% specialized and essential premises. 
 
SLIDE # 13 - VACANCY 
 
As to the portfolio occupancy, the next slide shows that the semester’s average physical 
vacancy was 8.3% and the average economic vacancy 9.5%. 
 
The physical vacancy’s increase is explained by Jardín Plaza Cúcuta shopping center’s 
incorporation at the beginning of the second quarter and the agreement reached with 
Frontera in June, for the return of 3 floors in the Pacific tower. 
 
On the other hand, the economic vacancy’s increase is explained, in addition to the 
acquisitions, by the lower billing of Nuestro and Ideo Cali shopping centers, and a lower 
billing by CityU. 
 
In connection with the first semester’s commercial management, about 107 potential 
tenants that could materialize into 48,322 leased m2 were identified, of which 24 
businesses closed the period in advanced stages. 



	

 
SLIDE # 14 – PEI’S VACANCY V. MARKET VACANCY 
  
The next slide compares Pei’s vacancy and the real estate market’s vacancy. In the 
corporate category, on the left side, the physical vacancy metric increased because 3 
floors in Torre Pacific were returned. However, their return did not entail an economic 
vacancy because the tenant paid a fine for the early return. The economic vacancy 
metric, on the other hand, decreased due to Famoc Depanel’s grace period end in 
building 27-7. The category has a vacant area of 32,893 m2 with 40 commercial 
prospects and represents a leasable area of 28,983 m2. 
 
Continuing with the commercial category, both the physical and economic vacancy 
metrics increased with Jardín Plaza Cúcuta’s acquisition, an asset under stabilization 
process; Nuestro and Ideo Cali shopping centers’ variable billing’s and coverage’s 
decrease; and the termination of certain Agreements, such as those of Divercity in 
Santafé Medellín and some stores in Único shopping centers portfolio, which represent 
less than 2% of Único portfolio’s revenues. The category has a vacant area of 30.046 
m2, expected to decrease through 54 commercial prospects translating into a leasable 
area of 15.093 m2. 
 
SLIDE # 15 – PEI’S VACANCY V. MARKET VACANCY 
 
Following slide number 15, we have the vacancy comparison for the warehouses 
category, showing a slight decrease in both the physical vacancy metric, standing at 
7.7%, and the economic vacancy metric, standing at 4.7%. Currently, the category has 
3.679 m2 under commercialization with 5 commercial prospects. 
 
On the right side we find the specialized assets category’s vacancy behavior, which 
includes education and health sector assets. The vacancy metrics for the category show 
an increase, driven by CityU’s lower occupancy. Currently, the category has 8 
commercial prospects. 
 
SLIDE # 17 - FINANCIAL FIGURES 
 
Continuing with the next chapter, related to the financial management, the vehicle’s 
accumulated operating income closed the first half of the year at COP $225.121 MM, 
registering a 0.3% decrease compared to the COP $225.864 MM achieved in the same 
period of the prior year. This decrease mainly resulted from the reliefs granted in the 
second quarter of the year, associated with the COVID-19 situation. This impact’s 
amount is directly reflected in the revenues; therefore, it does not include the cash 
deferrals, which amounted to COP $26.444 MM in the first semester of the year, and is 
divided as follows: 62% in reliefs to fixed lease income; 22% in lesser variable income, 
due to sales decreases; and 16% in other revenues from common areas and parking 
lots. 
 



	

The first half of the year’s NOI had a 10% increase compared to the previous year. This 
increase is mainly explained by the change to the amortization period used for property 
tax purposes. Formerly, this period was 6 months, but it was extended to 12 months as 
of 2020, given the full year's income accrual. As a result of this change, there is a 45% 
accounting write-down of the property expenses compared to the first quarter of the 
previous year, which significantly impacts the NOI and will be offset in the second half of 
2020. By normalizing the property tax’s amortization effect, the NOI increase is 1%, 
mainly driven by a decrease in expenses during the first half of 2020.The lesser 
expense stems from the appreciation contribution and savings in repairs and 
maintenance, specialized operators’ fees, and parking lots resulting from the Covid19 
situation. 
 
It is worth noting that the NOI’s stability resulted from the management’s efforts to 
achieve savings on non-essential expenses during the second quarter of the year. 
 
Similarly as with the NOI, the EBITDA shows an increase explained by the property 
tax’s amortization period change. By normalizing this effect, the EBITDA shows a 3% 
decrease, mainly explained by the reliefs granted, the variable income and other 
revenues’ decrease during the second quarter of the year, and the administrative 
expenses’ increase. 
 
 
SLIDE # 18 - PROFITABILITY 
 
This next slide shows the profitability behavior. 
 
The upper left graph shows the Distributable Cash Flow paid in 2020 for COP $209 
billion which, compared to the Cash Flow paid in 2019, reflects a 4.1%decrease. This 
metric also reflects the reliefs granted and the lesser revenues billed during the second 
quarter of the year. 
 
The upper right graph shows the dividend yield paid in recent years. In particular, the 
2020 metric stood  at 4.52% and incorporates the flow paid on February 14, 2020 (COP 
$334.964 per security) the flow payable on August 18, 2020 (COP $150.532 per 
security), and the securities’ average value between the end of 2019 and June 30, 
2020. 
  
Stabilized profitability, i.e. 5-year and 10-year profitability, remained stable, with 40 bps 
and 20 bps decreases, respectively, compared to 12 months ago: June 2020 v. June 
2019. 
 
At the end of June 2020, the 1-year yield was 9.51%, the 5-year yield 11.35%, and the 
10-year yield 11.74% so, once again, it is important to keep in mind that real estate 
investments stabilize in the long term. 
 
 



	

SLIDE # 19 - COMMERCIAL APPRAISALS 
 
Moving on to the next slide, it is worth remembering that the vehicle’s total profitability 
consists, on the one hand of the flow paid and, on the other one, of the assets 
appreciation. The slide shows that commercial appraisals were made on 64% of the 
assets under management by the end of the first semester of the current year, that is, 
on assets representing 3.8Bn pesos, with a total impact of -0.6% which has already 
been incorporated into the daily unit value. 
 
The graph on the left shows the scope of the appraisals’ update and their distribution 
per category. The graph on the right shows the detail of the most representative 
appraisals in each category. As you can see in this one, 63% of the appraisals made as 
of to date correspond to the commercial assets category, where Jardin Plaza Cali 
shopping centers, Único’s portfolio, Nuestro and Cinemark shopping centers, among 
the most representative, belong. The corporate category represents 21% of the 
appraisals conducted, among them Avianca’s CEO building, Amadeus, and Frontera. In 
the logistics and industrial category, note that Nutresa and Éxito portfolio’s appraisals 
have already been conducted. 
 
SLIDE # 20 – DEBT PORTFOLIO 
 
In connection with the debt portfolio’s behavior and due to the commercial reliefs agreed 
to with the tenants, the current situation has affected the metric. The gross debt 
portfolio’s outstanding balance as of the first semester of the year was COP $60.331 
million pesos. This amount is permanently subjected to collection efforts abiding by that 
provided for in Pei’s policy. In turn, the net debt portfolio reflecting the current risk, 
registered COP $46.112 MM pesos, representing 9.63% of the last 12 months’ revenue. 
Although the debt portfolio has considerably increased, 64% of the net debt portfolio’s 
COP $46,112MM corresponds to current payables mainly associated to the reliefs 
granted by the vehicle. The net past due payables correspond to 36%. 
 
The deterioration increased by COP $3,600 MM, mainly associated to pre-covid past-
due payables that continue to age. 
 
As to the net debt portfolio per category, corporate registered the greatest increase; 
however, it is important to highlight that 92% of this debt is current and stemmed from 
deferrals under the current situation. Additionally, 34% thereof was collected in July. 
 
 
SLIDE # 18 – INDEBTEDNESS 
 
Now we will discuss the indebtedness behavior, which closed the period at COP 
$2.05bn pesos, 85% of which is long-term debt and 15% short-term, taking into account 
the vehicle’s capital structure. This is equivalent to a Loan to Value, i.e. the debt-to-
assets metric, of 28%. 12 percentage points below the vehicle’s limit, which is 40%. 
 



	

The second bonds issue, carried out in November 2019, enabled an indexation of the 
fixed-rate debt portfolio, which increased from 27% in the second quarter of 2019 to 
38% by the end of the second quarter of 2020, in order to anchor the portfolio’s cost. 
Additionally, the debt’s indexation to IBR increased by 17%, from 5% in the second 
quarter of 2019 to 22% by the end of June 2020, making it possible to capture the 
Central Bank’s intervention rate’s reductions. 
 
Regarding the behavior of the debt’s weighted cost from January to June, there was a 
decrease of 16 basic points compared to the last year, mainly explained by the 
portfolio’s active management, which translated into new credit facilities with better 
rates and higher competitiveness, and the debt’s cost obtained in the placement of the 
ordinary bonds’ second issuance. 
 
SLIDE # 19 - WORK AGENDA FOR THE SECOND SEMESTER OF 2020 
 
Finally, as we always share them with you, the following main issues will be managed 
for the vehicle during the second half of the year. We will continue to progress in such 
connection in the context of the current situation. 
  
 
 

• The investor relations team is leading the process to hold the 2020’s Investors 
Assembly, which will take place on August 20 at 10:00 am, virtually. We invite all 
investors to go to Pei's website and check the operation manual and alternatives 
to participate in the Assembly. In order to facilitate the investors’ participation, 
this time we have created a voting mandate designation, whereby investors may 
enter their vote intention prior to the assembly, to be represented by one of Pei’s 
hired attorneys. 

 
• As of June, and for the remainder of the year, we will permanently support the 

tenants, monitoring their businesses’ operations reactivation and evolution. As 
already mentioned in detail, the assets management team works in the continued 
intervention plan, protocols, and operation schemes to receive the tenants. 

 
• We will monitor the evolution of the capital markets during this semester, in alert 

of any opportunities to obtain resources through Equity Securities, Bonds, and 
Commercial Papers Programs. 

 
• We will continue to work on the vehicle's sustainability agenda structuring, 

because we believe that both Pei and the assets management may directly and 
significantly contribute to the pillars of sustainable and responsible development. 

 
• Finally, with the official information available so far, the migration of the equity 

securities to the equity market is scheduled for next September 10. This project, 
promoted by the Colombian Stock Exchange, aims to give visibility to the 
securities in the international markets and promote liquidity. It will cover all equity 



	

securities listed, up to now, in the fixed-income market. It is worth noting that 
migration will not change the nature of PEI’s securities. 

 
JIMENA MAYA  
CLOSING 
 
With this, we have covered Pei’s situation by the end of the first semester of 2020. We 
once again thank you for your participation in this space, aimed at bringing the vehicle’s 
management closer to investors and keeping them informed on the most relevant 
events and metrics related to the vehicle’s portfolio and results. 
  
Thank you very much for your attention. We will now open the space to answer any 
participants’ questions. 


