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RESULTS TELECONFERENCE  

May 24 - 2019 

Arkadin 

Welcome to Pei’s Investors Second Conference Call of 2019. Please give us your 
name and the name of your company. The conference will begin in __ minutes. 
Thanks for waiting. 
 
My name is [__________] and I will be your operator for today's call. Currently, all 
attendants are in silent mode. You may ask questions through the web platform or 
live, through your phones. Questions will be answered at the end of the session. 
Please note that this teleconference is being recorded. 
 
I now give the floor to Mr. Jairo Alberto Corrales, Pei Asset Management’s 
President. 
 

Jairo Corrales 

Good morning everyone. We warmly welcome you to Pei’s investors second 
teleconference of 2019. We want to share with all of you the vehicle’s results for 
the first quarter of 2019. 

The agenda of today's call covers the following topics: real estate portfolio 
management’s metrics, financial portfolio management’s metrics, and tranche XI’s 
securitization. 

I now give the floor to Jimena Maya, Pei Asset Management’s Investor Relations 
Manager, who will present an account of Pei’s most relevant events during these 
months. 

 
 
JIMENA MAYA 

Thank you, Jairo. Good morning everyone and thank you for joining us. 

  

SLIDE # 3 – MANAGEMENT’S SUMMARY 

- Real Estate Management: Around 13,000 m2 under lease agreements were 
renewed in the first quarter --equivalent to COP 617 MM--, and more than 
5,000 m2 were rented. 

- The period ended with COP 5,8 billions in assets under management and 
the GLA reached 967 thousand square meters. 
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- The vehicle closed the first quarter of the year with more than 3,500 
investors. 

- The average daily traded volume in the secondary market was, 
approximately, 2,600 million 

- Pei’s Ordinary Investors Assembly was held in the first quarter of the year 
and the vehicle’s management for 2018 was discussed. 

- We are pleased to announce that the eleventh issuance of equity securities 
will take place in the coming weeks. 

 

SLIDE # 5 

During the last year, Pei increased its GLA by over 110,000 m2, as a result of the 
entry of new assets to the portfolio: Five (5) Único-brand shopping centers; three 
(3) commercial premises at the Santafé shopping center (Divercity, Action Fitness, 
and Zero Gravity); Torre Alianza; QBE’s 8th Floor; and LG’s BTS warehouse in 
Palmira. The above resulted in an 8% increase of the assets under management, 
which grew from 4,4Bn in March 2018 to 4,7Bn in March 2019. No acquisitions 
modifying the portfolio’s GLA were made in the first quarter of 2019. 

It is worth noting that the Vehicle’s Insurance Program was renewed in March 2019 
and that we achieved better conditions as a result thereof in terms of reduced 
premiums, increased insurance coverages, and lower deductibles. 

As mentioned in other opportunities, an appropriate risk diversification per tenant is 
critical for Pei and, consistently therewith, the largest tenant --Grupo Bolívar--, 
corresponds to 10,5% of the portfolio’s total income. Grupo Bolívar decreased its 
weight, compared to the previous year, by more than 6%. The second largest 
tenant --Éxito-- corresponds to 4,2% and, the third place corresponds to Nutresa 
with a 3,8%. The main tenants’ participation reduction was driven by the 
acquisitions made in 2018. 

Diversification per city, measured in assets under management, helps us mitigate 
the risks associated with natural events and supports us with the negotiation of 
better insurance premiums. Pei is currently present in 30 cities of the country. 
Bogotá is the city with the highest participation --53%--, followed by other cities 
with 16%, and Cali with 12%. The decrease of Bogotá's share, compared to 2018, 
was driven by the acquisitions made during that year, the vast majority of which 
took place in different areas of the country. 

 

SLIDE # 6 

On the right side of the screen, you can see the most relevant events in connection 
with the portfolio’s vacancy management during the first quarter of 2019. The 
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efforts made resulted in the commercialization of 5,093 m2 of vacant spaces, 
achieving a 100% occupation of the Amadeus corporate building in Bogotá and 
472 m2 in two (2) new premises at the Atlantis shopping center, achieving an 86% 
occupancy. 

Physical vacancy closed March 2019 at 4,9% --equivalent to 47,795 m2--, while 
economic vacancy closed at 4,6%, corresponding to COP 1,721MM per month. 

Physical vacancy at the end of the first quarter of 2019 decreased by 4%, in 
contrast with the same period of 2018. The corporate category shows the most 
significant variations with an occupancy exceeding 98% at the Elemento and One 
Plaza buildings, while the increase in the warehouse category is explained by 
Redetrans’s return of the properties in Medellín and Bucaramanga. 

Economic vacancy rose from 3,15% in March 2018 to 4,6% in March 2019, 
explained per category as follows: 

• Corporate assets decreased their weight in the portfolio’s economic 
vacancy, going from 2,3% to 0,7% as a result of the Elemento and One 
Plaza buildings’ occupancy, referred to earlier. 

• In the warehouses’ category, economic vacancy went from 0,4% to 1,2%, 
due to Redetrans’ return of its warehouses in Medellín and Bucaramanga. 

• The commercial assets category’s weight increased from 0,4% to 1,5%, due 
to the commercial mix’s refining, which led to the termination of certain 
concession contracts at Plaza Central and Ideo Cali. 

• Finally, in the specialized assets category, vacancy stood at 1,3% because 
City U’s Preferential Flow hedging came to an end. 

 

SLIDE # 7 

During the 1Q of 2019, over 4,000 m2 of the corporate category were leased to 
companies such as Coca Cola, Sitiendo, and KM2, resulting in a physical 
occupancy exceeding 98% in the category, corresponding to 3,779 m2. It is 
important to point out that Pei’s office category vacancy level is much lower levels 
than that of the market. Indeed, according to Colliers report for the 4Q of 2018, 
while the market’s vacancy stood at 12%, Pei’s vacancy was just 2%. 

The corporate assets category shows that vacancy during the last year has 
remained stable and the market has managed to absorb the new inventory, 
causing the price drop experienced in recent years to begin to stabilize. 

In connection with the commercial assets’ vacancy, the first quarter of the year 
closed with 21,565 vacant m2. Plaza Central, an asset under stabilization, is the 
property most contributing to this metric. During the first three months of the year, 
the commercial efforts made with respect to this property ended with the closing of 
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negotiations with Lili Pink, Ilahui, and Converse. These negotiations do not refer to 
one asset only because, as mentioned earlier, the tenants also rented spaces at 
Atlantis Shopping Center. Lili Pink, Ilahui, Converse, and Kids Republic entry to 
Atlantis Plaza led to an end-of-quarter occupancy of 86%. We continue to work on 
several brand prospects complementing this asset’s commercial mix. 

Although PeI's physical vacancy in this category is 8%, while the market’s vacancy 
is 12% --according to Galería Inmobiliaria--, the metric shows an increase 
compared to the last quarter of 2018 as a result of the management’s decision to 
terminate 4,000 m2 under agreements that had recurring payment defaults. 

 

SLIDE # 8 

According to Colliers the market’s physical vacancy in the warehouse category 
stood at 14,2%, while Pei’s was 4%. Physical vacancy increased during the first 
quarter because Redetrans returned its warehouse in Bucaramanga. Economic 
vacancy decreased due to the expiry of the first grace period granted to Suppla in 
connection with the Cortijo 9 warehouse. 

Specialized assets represent 3% of the portfolio’s income in this category. CityU 
concentrated the vacancy. With respect to the last two quarters, physical vacancy 
decreased, standing at 22%, driven by a higher occupancy in the university towers. 
Economic vacancy closed the first quarter of the year at 38%, because the 
preferential flow hedging ended in December 2018. The commercial team 
continues to manage the beds’ occupancy through agreements with other 
universities and short-term stays. 

 

SLIDE # 9 

The portfolio's receivables levels represent 3,5% of the sales. Under the 
receivables policy, this figure translates into a net portfolio turnover of 7 days. 

The COP 2,000 MM increase at the end of the first quarter of 2019, compared to 
the same period of 2018, is explained by Redetrans’s payments suspension under 
Act 1116 and an outstanding payment by Uniandes resulting from differences 
dealing with the agreement’s interpretation. An operation model is being evaluated 
to align the tenant’s objectives and avoid any interpretation discrepancies. 

Regarding Redetrans, an agreement was executed to normalize the situation of the 
receivables. This agreement included the return of 3 warehouses and the 
receivables’ payment. The agreement is already being complied with in connection 
with the areas’ return and the payments are pending approval by the 
Superintendency of Companies. 
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SLIDE # 11 

 

With respect to the financial results of the first quarter of 2019, the operating 
income reached 122 thousand million pesos, corresponding to a 28,8% increase 
compared to the same period of 2018, where the operating income was 94 
thousand million pesos.  

In turn, Operating Profits, expressed as NOI, exceeded 88 thousand million pesos, 
i.e. an increase above 24%. This resulted in a 72% NOI Margin. On the other hand, 
the first quarter’s EBITDA reached 71 thousand million. 

Distributable Cash Flow at the end of March amounted to 38 thousand million --
26% higher than the same period of 2018--, driven by the debt’s lower cost 
resulting from the interest rate levels during the semester and financial savings 
from the bonds’ issue during this first quarter of the year. 

 

SLIDE # 12 

In this order of ideas, we closed the quarter with a total debt close to 1,74 billion 
pesos, 39% of which is short-term debt and will be paid with resources from the 
next issuance of equity securities. The remaining 61% corresponds to long-term 
debt, which includes the ordinary bonds issued by the Pei in 2018. Accordingly, the 
total debt to assets ratio at the end of the 1Q of 2019 was 32%, 8 percentage 
points below the limit established under the prospectus. 

The portfolio’s debt duration, close to 5 years, remains in line with the average 
duration of the lease agreements, which is 6.5 years. 

 

SLIDE # 13 

Finally, I want to share with you that during the first quarter of the year, our 
stabilized 3-year profitability was 11% and the year-to-date measurement was 
9.1%, derived from the progress in the portfolio’s stabilization, the assets’ 
satisfactory performance, and the continued cost structure’s optimization. 

In line with to the vehicle's prospects, the cash flow generated during the second 
half of 2018 was distributed in February, amounting to over 93,000 million pesos. 

 

SLIDE # 14 - Tranche XI 
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In recent weeks we have been sharing with the market and, of course, with most of 
you, the current portfolio investors, information on the preparation of the eleventh 
issuance of Pei’s equity securities. This time, thirty-seven (37) assets already part 
of the portfolio will be securitized, twenty-nine (299 of which are part of 
Davivienda's portfolio. We estimate this issue to amount to COP 816 kMM and take 
place during the first days of June. 

The resources from this issue will be used to pay the debt associated with the 
properties’ acquisition which, as already mentioned, are already are part of the 
portfolio and generating flows under their corresponding lease agreements. 

This tranche’s projected profitability, in line with what we have presented, will range 
between the CPI + 7,8% and the CPI + 8,3%. 

Within the group of assets subject to securitization are three (3) warehouses --all 
acquired under the built-to-suit modality-- with long-term lease agreements; thirty 
(30) corporate assets --mostly belonging to Davivienda's portfolio--, also with 
agreements whose average duration is ten (10) years; and PEI's interest in four (4) 
commercial assets whose agreements’ average duration is five (5) years, among 
them Plaza Central, whose current occupancy is 85% and is still hedged by a 
preferential flow scheme. 

 

 

JIMENA MAYA 

CLOSING 

So far, we have covered a review of Pei’s situation at the end of the first quarter of 
the year. Once again, thank you for your participation in this space, aimed at 
bringing the vehicle’s management closer to investors and keeping them informed 
of the most relevant events in connection with the vehicle’s management. 

Thank you very much for your attention. Next, we will open the space to answer 
the questions made during the presentation.	  

	  

	  


