

	Legenda
	

	(- )
	Comentários do transcritor 

	[unint] [00:00:00]
	Trecho não compreendido com clareza

	Ahãm, uhum
	Interjeição de afirmação, de concordância

	Ãhn
	Interjeição de dúvida, de incompreensão, ou pensando

	Hã
	Interjeição que exprime que o interlocutor aguarda a continuidade da fala da outra pessoa

	Tsi-tsi
	Interjeição de negação

	TEXTO EM CAIXA ALTA
	Palavra ou expressão pronunciada com ênfase

	Hí-fen
	Palavra dita de modo silábico

	Speaker 1
	Operator

	Speaker 2
	Sergio Fisher

	Speaker 3
	Felipe Gonçalves

	Speaker 4
	Luciana Zanini

	Speaker 5
	Alex Ferraz

	Speaker 6
	André Mazini

	Speaker 7
	Raul Grego

	Speaker 8
	Bruno Andrade

	Speaker 9
	Tiago

	Speaker 10
	Fernando




Speaker 1: Ladies and gentlemen, good morning. Thank you for holding and welcome to LOG Commercial Properties conference call. We would like to inform that all participants will be in listen-only mode during the company’s presentation. After the company’s remarks are completed, there will be a Q&A Session, when further instructions will be given. Should any participant need assistance during this call, please press *02 to reach the operator. Now, I would like to turn it over Mr. Sergio Fisher, LOG’s CEO and Mr. Felipe Gonçalves, CFO and Investor Relations Officer, and Luciana Zanini, Financial Planning and Investor Relations Officer. Please, Mr. Fisher, you may proceed.
Speaker 2: Good morning, everyone, and thank you again for attending one more earnings release conference call of LOG. Operations remain strong, with a high level of construction in progress, which will allow us to reach by the end of the year with 920.000 sqm of delivered GLA. The performances of our assets remain very good, way above the average for Brazil. Our stabilized vacancy has gone down from the level of 5% at the end of this quarter, and we are the most geographically diversified company, and none of the regions has occupancy issues, as you can see on page 3 of the presentation. On page 4, we have the commercial activity of the first six months, when we release around 120.000 sqm of GLA, including new costumers and renewed. We maintain a high rate of customer retention, but almost 9% of renewed for agreements that ended this period. This demand comes from large customers looking for high quality, services in regions that did not have this option before LOG, as well as e-commerce growth. We did an internal survey with our customers, and one out of three comes from e-commerce. This is a trend that, I believe, will accelerate with the growth of online purchase in Brazil. On page 5, we see the impact of that in our results. Adjusted EBITDA continues to grow, despite increasing expenses due to our ongoing public. An important highlight is the adjusted performance that has grown 17% in this quarter, when compared to the same quarter in 2018, as a result of revenue growth and better management and financial liabilities. In terms of cost, I will ask Felipe to talk more about that, but the main message here is that, something worth stressing that this thread between the YoC and Cost of Debt is increasing due to returns that are highly expected and that Debt Cost Curve that is dropping faster, both in the micro economic scenario, as well as the quality Credit Risks of LOG. Now, turning it over to Felipe.
[bookmark: _GoBack]Speaker 3: Good morning, everyone. Thank you. Before talking about the debt, let’s talk about the quality of operation. On page 7, we have the Net Delinquency Rate in 12 months, only 0.27%. We have very high-quality customers which make agreements with high maturity that allow us good cash flow for investments current and future. In addition to having contract with closer term. On the page 8, financial liability. We are going for higher exposer of CDI, that is now going down. Only this movement, if really follows this level, would have a R$15 million in cash generation. We have reduced Debt spread going to the liquidity of the market and in constant improvements of the quality of Credit. There are still room to improvement here, especially decreasing the Debt in TR. Today, there is no that short-term pressure. On page 8, we have a balanced Loan to Value balance, and we have a growth in the cash, and the reduction in the cost of Debt. Now, I will turn it to Luciana to talk about the stock exchange.
Speaker 4: Good morning, Felipe. Good morning, everyone. Thank you, Felipe. Just to wrap up on page 9, about the performance of our share in the first seven months of 2019, the growth rate of almost 40%, with an average liquidity rate. It is worth highlighting that the base of our shareholders, especially individuals that went from 10.000 and now we are reaching 90.000. Thank you very much.
Speaker 1: We will now start our Q&A Session. If you have a question, please, press *9.
Alex Ferraz, from Itaú BBA has a question.
Speaker 5: Good morning, Sergio, Felipe and Luciana. Thank you for the presentation. I have two questions. The first one is related to deliveries of this period, especially in this quarter. We have seen that the stabilized vacancies continue to drop, but if we look to the total vacancy of the portfolio, it has risen a bit. So, the deliveries of this quarter was a bit put in lease, because you maybe delivered a bit at the end of the quarter, so you didn’t have enough time. I would like to understand what is the percentage of leases that were delivered in this quarter. Also, if you could elaborate a bit more on the commercialization of GDP and the release. You didn’t talk much about this project. You didn’t have any advancements in the commercialization process?
Speaker 2: Good afternoon, and thank you for the questions. This is Sergio speaking. First, in terms of vacancy. Yes, you were right. These deliveries we made are very centralized in June, in the end of June, actually. Assets are delivered ¼ leased, which we believe is a good figure, considering speculative assets. The trend is in the next month to get closer to our stabilized vacancy rate for these assets as well. As for PIB we do not launch this project formally. We are very optimistic about it; it can be a very profitable project in the future. It is very closed related to industrial activity that has not yet recovered. And, we had an additional sale in July, although small, but our focus is to look for major anchor companies for this. Then, we intend to have some LOG project BTS and speculative as well, but that it would be for the next half of the year. 
Speaker 5: Ok, Sergio. That is very clear.
Speaker 1: André Mazini from City Bank has a question.
Speaker 6: Hello, thank you for the call. My question is about sales. You have sold the property of Curitiba and Contagem. Now, looking forward there is something that could be sold as well, but does not make sense to sell a part of performed and stabilized warehouse portion, and if you were just sell that, you are going to bring the unit levels and the assets levels or you intend to sell performed assets?
Speaker 2: Thank you for the question. This is Sergio speaking. What is our strategy? We see a strong demand for new developments in our landbank with the quality and return maintaining the yield and the spread between the yield on cost and cost of funding that are decreasing. But there are some funding options for that. Sales of assets is one of them. We have made these two sales in June thinking in this additional growth possibility, and we also studied due to Valor Certo’ share value sells some performed assets. If they were able to grow in quality in the other end, yes, this would happen to have funds for this growth.
Speaker 6: Ok, thank you.
Speaker 1: Raul Grego from Eleven Financial has a question.
Speaker 7: I have two questions. One is about financial expenses that have grown substantially since last year. I would like to understand the reason for this growth. The second question is about speculative warehouses. What is the rational for them, given the demand for built to suit for warehouses? Also, some tenants you have in your portfolio.
Speaker 2: Ok, this is Sergio speaking. First, the demand in strong in both assets, speculative and BTS. We are looking at BTS demand, but speculative also have a high demand control vacancy. What it will define our growth in the future is the return on either side. But both have health returns year on cost of 12% a year. We intend to develop both, BTS and speculative. There is demand for all. Felipe will talk about financial expenses.
Speaker 3: There is a growth Debt level higher in this quarter than we had one year before, due to investments we accumulated in this period. And the second part of it, it is the interest allocation process, in which the company returning a higher GLA that is delivered that allocates more financial interest expenses in the agreements. But what is important is the total debt cost has dropped, significantly dropped. We went from 2.5 above CDI to 1.8 in this period of 12 months. We still see a trend of decrease in this value with new transactions that will benefit from this higher liquidity in the credit market, the better cash flow and lower credit risks of the company. So, we think we can lower that even more to the end of this year.
Speaker 7: Ok, perfect. Thank you.
Speaker 1: I would like to remind you that to ask questions, please, dial *9.
Bruno Andrade from [unint] [00:13:11] Patrimonial has a question.
Speaker 8: Hello, everyone. Good morning. How many sqm are actually leased by you of this GLA? Because I see that the vacancy is actually low, 4.9. But how many sqm of GLA are generating revenue.
Speaker 3: Hello, Bruno. Let’s divide it in two parts. When you look at 4.9, you are looking at the stabilized vacancy concept, which is when assets are mature. If you look at spot vacancy at the end of the quarter is a bit higher due to the volume of deliveries, we made in the 2Q. The GLA volume that is actually leased is one minus vacancy. Our vacancy 4.9 stabilized, so the occupancy would be 95.1, meaning that from our 830.000 GLA, 95% of that is actually occupied. So, there is a difference between the agreements being leased, so the GLA is actually leased, and the actual occupancy buy the customer that may take 10 or 15 days. So, may be a change between month and quarters. This quarter, what we delivered was a bit more concentrated than end of the period. So, there is revenue affect that may appear in the following quarter. The occupancy level is the inverse ratio of vacancy.
Speaker 8: Can I ask another question?
Speaker 3: Yes, go ahead.
Speaker 8: Now, calculating revenue divided by leased GLA, I come to R$13 per sqm of lease. In other conference calls, you mentioned R$17 per sqm. Is that due to any discount or periods that the company does not pay lease?
Speaker 3: Bruno, there are some differences... After the conference call, we can go into further detail we can get your contact to do that. But the difference between average GLA, what I had at the beginning of the period versus the end of the period, that you may know what is the average ABL actually available for lease or leased. So, if you have a concentration at the end of the period that is distorted. Then, you have to have equity method, which are the GLA that you considered delivered but are not included in the revenue line. So, there are some adjustments to be made on that account, so that you may reach a figure that is stabilized and comparable to other periods. Regardless of all, what we have said, and we will make available at investors’ kit, is that average contract price is around 15.5 slightly below that. That is a number that remain relatively stable in this quarter when compared to the previous quarter. That varies according to the mix. The GLA volume that we placed in the second quarter has lower nominal ticket value, so that brings down the average a bit. But prices have behaved very healthy, and we see even more opportunities for this price to grow in the next months of this year, starting now.
Speaker 8: The construction cost of LOG was 1.150 per sqm without considering the value. Do you have any forecast increase the payout policy for dividends of the company in this year, next year?
Speaker 2: Hello, this is Sergio speaking. In terms of construction, the cost is below that figure you mentioned, and it has kept stable in the last two years. We are very pleased with the performance of our construction, building assets in a higher quality with control cost. As for dividend payout, we understand we are new in the market. We have minimal dividend of 25% of profits, additional dividends are not being discussed due to this return growth we are reinvesting the cashflow of the company in new projects, new warehouses, because we want to grow in the next quarters and that is the trend. The construction cost is excluding the land, yes, it does not include. The land is below the figure that you mentioned, and the cost of land is added to that varies from area or region to region.
Speaker 8: Ok, thank you.
Speaker 2: You are welcome.
Speaker 1: André Mazini from City Bank has a question.
Speaker 6: Hello, everyone. Just one more quick question. Today, you are 88% in CDI, and if I am not mistaken, you said you would like to increase the share. From now on, it would be very good is SELIC falling fast, but part of TR also has some value, because if interest goes up, the TR does not go up. How is this trade of…Would you feel comfortable to reach 100% in variable rate at CDI or how fast would it be, thinking if you have one year, one year and a half of interest goes up, going back to more fixed rate?
Speaker 3: This is Felipe speaking, André. Well, we feel comfortable having 100% of exposure on CDI, that does not mean we are going to do that in a very short-term, but within this time frame you mentioned up in two year are very likely to happen. In scenarios that you described, our debt in TR today is expensive, especially if you look at the percentage of CDI. What we monitor here are the possibilities of in case of any variance on interest rate not to be constant, which is what trade the market has shown in long-term curves currently. We could make swap agreements for treasury	, IPCA, and then you have a fixed coupon, and we would keep a variable part in the same index that you have your assets. So, don’t feel uncomfortable regarding that, because if needed we could do that. Today, that is not what the curves have shown, and everything in the microeconomic scenario has been more benign in terms of keeping interest rate in lower levels for long period of time, for that we feel comfortable in having a exposure in CDI for the overall amount of our debt.
Speaker 6: Ok, thank you, Felipe.
Speaker 1: We have a webcast question by Tiago from Silicon Valley.
Speaker 9: What is your logic competitor? And what are the competitive differentials for such competitor?
Speaker 2: Hello, this is Sergio speaking. Our competitors are the warehouses are very poor, very obsolete spread around Brazil. Our customers were very poorly installed in their operations and LOG comes to a town or city with class A projects with a quality that is higher, and we see the migration of these customers to our assets. So, our competitors are very obsolete industrial complexes in Brazil.
Speaker 1: We have other questions from webcast from Fernando from Tropico Invest.
Speaker 10: What is patrimonial GLA which is not included in the revenue of GLA?
Speaker 3: All the GLA that the company consider delivered is a GLA capable of generating revenue. If I have 100% occupancy, I would generate revenue, since I have 95% occupancy, 95% of GLA delivered generates revenue. What we call portfolio, which is 1.5 million sqm includes the GLA delivered plus GLA in constructions, which is the 80.000 that will be delivered until the end of the year, plus the landbank portfolio of the company that has different levels of approval. Certain GLAs have been approved and we are now scheduling investments to start in this year to be delivered in 2020. There are others that will take some time due to market moment, and management of supply and demand.
Speaker 1: This ends the Q&A Session. I would now like to return the floor to Mr. Fisher for his final remarks.
Speaker 2: Thank you all very much for attending this call. We are following our plan of growth with quality and return. We are now in a microeconomic period that is control inflation, low interest rates, which it is transformation moment for LOG. We intend to grow in addition to our landbank, we are looking at new assets, and we will probably add additional assets, in this scenario with low interest rates in Brazil, it will be very good for our results. Thank you very much and have a good day.
Speaker 1: The conference call of LOG commercial properties has ended. We thank you for attending and have a good day.


