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COHEN & STEERS QUALITY INCOME REALTY FUND, INC.
To Our Shareholders:
We would like to share with you our report for the six months ended June 30, 2015. The net asset value
(NAV) at that date was $12.34 per common share. The Fund's common stock is traded on the New York
Stock Exchange (NYSE) and its share price can differ from its NAV; at period end, the Fund's closing price
on the NYSE was $10.69.

The total returns, including income, for the Fund and its comparative benchmarks were:

Six Months Ended
June 30, 2015

Cohen & Steers Quality Income Realty Fund at NAVa 5.13%
Cohen & Steers Quality Income Realty Fund at Market

Value2 8.64%
FTSE NAREIT Equity REIT Indexb 5.67%
Blended Benchmark 80% FTSE NAREIT Equity REIT

Index/

20% BofA Merrill Lynch REIT Preferred Securities Index? 4.15%
S&P 500 IndexP 1.23%

The performance data quoted represent past performance. Past performance is no guarantee of future
results. The investment return and the principal value of an investment will fluctuate and shares, if sold,
may be worth more or less than their original cost. Current performance may be lower or higher than the
performance data quoted. Performance results reflect the effects of leverage, resulting from borrowings
under a credit agreement. Current total returns of the Fund can be obtained by visiting our website at
cohenandsteers.com. The Fund's returns assume the reinvestment of all dividends and distributions at
prices obtained under the Fund's dividend reinvestment plan. Index performance does not reflect the
deduction of any fees, taxes or expenses. An investor cannot invest directly in an index. Performance
figures for periods shorter than one year are not annualized.

Managed Distribution Policy

Cohen & Steers Quality Income Realty Fund, Inc. (the Fund), acting in accordance with an exemptive order
received from the Securities and Exchange Commission and with approval of its Board of Directors (the
Board), adopted a managed distribution policy under which the Fund intends to include long-term capital
gains, where applicable, as part of the regular quarterly cash distributions to its shareholders (the Plan).
The Plan will give the Fund greater flexibility to realize long-term capital gains

a As a closed-end investment company, the price of the Fund's NYSE-traded shares will be set by market
forces and can deviate from the NAV per share of the Fund.

b The FTSE NAREIT Equity REIT Index is an unmanaged, market-capitalization-weighted index of all
publicly traded REITs that invest predominantly in the equity ownership of real estate. The index is
designed to reflect the performance of all publicly traded equity REITs as a whole. The BofA Merrill Lynch
REIT Preferred Securities Index is a subset of the BofA Merrill Lynch Fixed-Rate Preferred Securities Index
including all real estate investment trust issued preferred securities. The S&P 500 Index is an unmanaged
index of 500 large-capitalization stocks that is frequently used as a general measure of U.S. stock market
performance.
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COHEN & STEERS QUALITY INCOME REALTY FUND, INC.

and to distribute those gains on a regular quarterly basis. In accordance with the Plan, the Fund currently
distributes $0.24 per share on a quarterly basis.

The Fund may pay distributions in excess of the Fund's investment company taxable income and net
realized gains. This excess would be a return of capital distributed from the Fund's assets. Distributions of
capital decrease the Fund's total assets and, therefore, could have the effect of increasing the Fund's
expense ratio. In addition, in order to make these distributions, the Fund may have to sell portfolio
securities at a less than opportune time.

Shareholders should not draw any conclusions about the Fund's investment performance from the amount
of these distributions or from the terms of the Fund's Plan. The Fund's total return based on net asset value
is presented in the table above as well as in the Financial Highlights table.

The Plan provides that the Board may amend or terminate the Plan at any time without prior notice to Fund
shareholders; however, at this time, there are no reasonably foreseeable circumstances that might cause
the termination. The termination of the Plan could have the effect of creating a trading discount (if the
Fund's stock is trading at or above net asset value) or widening an existing trading discount.

Market Review

Following a strong start to the year, U.S. real estate investment trusts (REITs) fell back in the second
quarter to post negative returns for the six-month period. The group came under pressure amid a difficult
combination of mixed economic signals and rising bond yields. Gross domestic product (GDP) contracted
at an annualized rate of 0.2% in the first quarter, a sharp contrast with the previous quarter's 2.2% growth.
However, other aspects of the U.S. economy were relatively healthy, including job growth, housing activity,
bank lending, and consumer confidence and spending.

Sovereign bond yields moved higher in response to generally improving global economic conditions. Better
economic data in Europe and Japan helped lift bond yields off record lows reached earlier in the year, and
U.S. bond yields rose in tandem, but also in anticipation of a possible Federal Reserve interest-rate hike in
2015. Although rate concerns often weigh on REIT returns in the short term, over longer periods REIT
performance has been positively associated with rising rates, both of which tend to be propelled by stronger
economic growth.

Returns were negative for most property types, despite continued strong fundamentals for U.S. commercial
real estate, as reflected in earnings that generally met high expectations. Health care property REITs

( 11.7% total return) were among the poorest performers in the quarter. The sector underperformed due to
its perceived bond-like characteristics in a period of rising yields, even as health care REITs have been
transitioning to more economically sensitive business models over the years.

The shopping center and regional mall sectors ( 8.1% and 6.2%, respectively) underperformed, even as
tenants continued to exhibit strong interest in proven assets. Self storage companies (3.7%) were top
performers, drawing support from strong earnings, with year-over-year rental growth running as high as
10%. Apartment landlords (0.8%) also outperformed with a gain, amid sustained household formation that
has kept demand ahead of supply. Even apartments in markets vulnerable to lower oil prices, such as
Houston, have so far shown a fair degree of resilience.
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Despite heightened volatility, the REIT market continued to see mergers and acquisitions, including the
sale of apartment owner Associated Estates to Brookfield Asset Management, and Blackstone's acquisition
of shopping center REIT Excel Trust, both at double-digit premiums to the prevailing share prices. Also of
note, Equinix, a data center REIT, announced a $3.6 billion takeover of the U.K.'s Telecity Group. In the
office sector ( 5.3%), SL Green Realty said that it would purchase a New York City tower for $2.6 billion, in
one of New York's largest-ever property deals.

REIT Preferred Securities Advanced

Preferred securities issued by commercial real estate companies had a total return of 1.9% in the period as
measured by the BofA Merrill Lynch REIT Preferred Securities Index. Good and improving real estate
fundamentals continued to enhance REITs' financial profiles, while favorable technical factors low new
supply of REIT preferreds combined with steady demand also supported the group's performance.

Fund Performance

The Fund had a negative total return for the period and underperformed its blended benchmark on a NAV
and market price basis. Stock selection in the office sector detracted from relative return, as it did in the
industrial ( 11.3% total return in the index) and shopping center sectors. Our overweight and stock selection
in the apartment sector helped relative performance. Our underweight and stock selection in health care
REITs also contributed to relative performance. Security selection among REIT preferred securities was
favorable, although the effect was countered by our underweight in REIT preferreds compared with the
blended benchmark.

Impact of Derivatives on Fund Performance

The Fund engaged in the buying and selling of single stock options with the intention of enhancing total
returns and reducing overall volatility. These contracts did not have a material effect on the Fund's total
return during the six-month period ended June 30, 2015.

Impact of Leverage on Fund Performance

The Fund employs leverage as part of a yield-enhancement strategy. Leverage, which can increase total
return in rising markets (just as it can have the opposite effect in declining markets), significantly detracted
from the Fund's performance for the six-month period ended June 30, 2015.

Investment Outlook

We expect U.S. economic activity to accelerate after a slow start to the year, with GDP expanding nearly
2.5% in 2015. Continued employment and wage growth should support further strength in consumer
confidence, in our view, and we expect to see a more-pronounced benefit from lower gasoline prices in the
coming months. These potentially favorable demand trends should be met with continued low levels of new
supply in most sectors.
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Based on our view of a resumed expansion in the U.S. economy, we believe commercial real estate
fundamentals will continue to strengthen, driving further increases in cash flows, net asset values and
dividend distributions. This top-down perspective has led us to prefer cyclically sensitive short-lease
sectors. However, our bottom-up analysis has also identified companies offering compelling relative value
in traditionally noncyclical sectors. We believe that one area of potential opportunity at present is health
care, where certain stocks are trading at discounts to underlying property values for the first time in years.

Sincerely,
ROBERT H. STEERS JOSEPH M. HARVEY
Chairman Portfolio Manager
WILLIAM F. SCAPELL THOMAS N. BOHJALIAN
Portfolio Manager Portfolio Manager
JASON YABLON

Portfolio Manager
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The views and opinions in the preceding commentary are subject to change without notice and are as of
the date of the report. There is no guarantee that any market forecast set forth in the commentary will be
realized. This material represents an assessment of the market environment at a specific point in time,
should not be relied upon as investment advice and is not intended to predict or depict performance of any
investment.

Visit Cohen & Steers online at cohenandsteers.com

For more information about the Cohen & Steers family of mutual funds, visit cohenandsteers.com. Here you
will find fund net asset values, fund fact sheets and portfolio highlights, as well as educational resources
and timely market updates.

Our website also provides comprehensive information about Cohen & Steers, including our most recent
press releases, profiles of our senior investment professionals and their investment approach to each asset
class. The Cohen & Steers family of mutual funds invests in major real asset categories including real
estate, infrastructure, commodities and natural resource equities, as well as preferred securities and other
income solutions.




Edgar Filing: COHEN & STEERS QUALITY INCOME REALTY FUND INC - Form N-CSRS

COHEN & STEERS QUALITY INCOME REALTY FUND, INC.

Our Leverage Strategy
(Unaudited)

Our current leverage strategy utilizes borrowings up to the maximum permitted by the Investment Company
Act of 1940 to provide additional capital for the Fund, with an objective of increasing the net income
available for shareholders. As of June 30, 2015, leverage represented 25% of the Fund's managed assets.

Through a combination of variable and fixed rate financing, the Fund has locked in interest rates on a
significant portion of this additional capital for periods expiring in 2017, 2018 and 2019¢ (where we
effectively reduce our variable rate obligation and lock in our fixed rate obligation over various terms).
Locking in a significant portion of our leveraging costs is designed to protect the dividend-paying ability of
the Fund. The use of leverage increases the volatility of the Fund's net asset value in both up and down
markets. However, we believe that locking in portions of the Fund's leveraging costs for the various terms
partially protects the Fund's expenses from an increase in short-term interest rates.

Leverage Factsa.b

Leverage (as a % of managed assets) 25%
% Fixed Rate 85%
% Variable Rate 15%
Weighted Average Rate on Financing 1.9%¢
Weighted Average Term on Financing 3.2 years®

The Fund seeks to enhance its dividend yield through leverage. The use of leverage is a speculative
technique and there are special risks and costs associated with leverage. The net asset value of the Fund's
shares may be reduced by the issuance and ongoing costs of leverage. So long as the Fund is able to
invest in securities that produce an investment yield that is greater than the total cost of leverage, the
leverage strategy will produce higher current net investment income for shareholders. On the other hand, to
the extent that the total cost of leverage exceeds the incremental income gained from employing such
leverage, shareholders would realize lower net investment income. In addition to the impact on net income,
the use of leverage will have an effect of magnifying capital appreciation or depreciation for shareholders.
Specifically, in an up market, leverage will typically generate greater capital appreciation than if the Fund
were not employing leverage. Conversely, in down markets, the use of leverage will generally result in
greater capital depreciation than if the Fund had been unlevered. To the extent that the Fund is required or
elects to reduce its leverage, the Fund may need to liquidate investments, including under adverse
economic conditions which may result in capital losses potentially reducing returns to shareholders. There
can be no assurance that a leveraging strategy will be successful during any period in which it is employed.

a Data as of June 30, 2015. Information is subject to change.

b See Note 7 in Notes to Financial Statements.

¢ On February 24, 2015, the Fund amended its credit agreement to extend the fixed rate financing terms
by three years expiring in 2020, 2021 and 2022. If the amendment was reflected, the weighted average

term on financing would be 5.7 years and the weighted average rate on financing will increase as the
extended fixed-rate tranches become effective.
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COHEN & STEERS QUALITY INCOME REALTY FUND, INC.
June 30, 2015

Top Ten Holdings?

(Unaudited)
% of

Managed
Security Value Assets
Simon Property Group $115,431,850 6.4
Equity Residential 98,995,204 5.5
Vornado Realty Trust 62,514,633 3.5
SL Green Realty Corp. 58,934,886 3.3
UDR 55,369,204 3.1
Host Hotels & Resorts 46,577,160 2.6
Ventas 45,431,812 2.5
Essex Property Trust 42,369,100 2.3
Extra Space Storage 39,281,419 2.2
General Growth Properties 39,172,915 2.2

a Top ten holdings are determined on the basis of the value of individual securities held. The Fund may
also hold positions in other types of securities issued by the companies listed above. See the Schedule of
Investments for additional details on such other positions.

Sector Breakdown

(Based on Managed Assets)
(Unaudited)

12
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COMMON STOCK

REAL ESTATE
DIVERSIFIED

American Assets Trustab
BGP Holdings PLC (Australia)
(EUR)c,d,e

Gramercy Property Trust
Vornado Realty Trusta.

HEALTH CARE

Health Care REIT2
Healthcare Trust of America,
Class A

Omega Healthcare Investors
Physicians Realty Trust
Ventasab

HOTEL

Extended Stay Americaap
Host Hotels & Resortsab
Strategic Hotels & Resortsa.€
Sunstone Hotel Investors

INDUSTRIALS

Prologisab

QTS Realty Trust, Class A
STAG Industrial

OFFICE

BioMed Realty Trust2
Boston PropertiesaP
Brandywine Realty Trust2
Douglas Emmetta.
Empire State Realty Trust,
Class Aa.b

Kilroy Realty Corp.

Liberty Property Trusta.b
SL Green Realty Corp.ab

SCHEDULE OF INVESTMENTS
June 30, 2015 (Unaudited)

Number
of Shares

107.1%
7.0%
387,981

3,927,678
717,958
658,534

10.7%
561,221

944,650
874,743
617,890
731,709

8.1%
816,698
2,348,823
1,491,784
1,916,269

4.4%
490,520
470,387
1,172,542

17.0%
1,654,486
192,744
1,066,603
828,297

667,962
514,830
1,002,327
536,308

See accompanying notes to financial statements.
8

Value

$ 15,212,735

0
16,778,678
62,514,633
94,506,046

36,832,934

22,624,368
30,029,927
9,490,790
45,431,812
144,409,831

15,329,422
46,577,160
18,080,422
28,763,198
108,750,202

18,198,292
17,145,606
23,450,840
58,794,738

31,997,759
23,329,734
14,164,488
22,314,321

11,395,432
34,570,834
32,294,976
58,934,886
229,002,430

14
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RESIDENTIAL

APARTMENT

American Homes 4 Rent, Class
Aab

Apartment Investment &
Management Co.a.

AvalonBay Communitiesa
Equity Residentialab

Essex Property Trustab

UDRab

MANUFACTURED HOME
Sun Communities

TOTAL RESIDENTIAL
SELF STORAGE
CubeSmarta.

Extra Space Storage?
Public Storagea.°

Sovran Self Storage

SHOPPING CENTERS
COMMUNITY CENTER
Brixmor Property Group?

DDR Corp.

Kimco Realty Corp.ab
Ramco-Gershenson Properties
Trust

Regency Centers Corp.ap

FREE STANDING

Spirit Realty Capital
REGIONAL MALL

General Growth Propertiesab
Macerich Co. (The)ap
Pennsylvania REIT

Simon Property Groupa.°

TOTAL SHOPPING CENTERS

SCHEDULE OF INVESTMENTS (Continued)

June 30, 2015 (Unaudited)

21.7%
19.5%

2.2%

9.2%

25.2%
8.6%

1.9%

14.7%

Number
of Shares

1,394,435

591,704
136,572
1,410,791
199,384
1,728,667

474,661

838,238
602,291
203,604
319,558

798,625
1,902,879
701,550

1,276,543
515,720

2,694,158

1,526,614
376,410
703,220
667,159

See accompanying notes to financial statements.

9

Value

$ 22,366,737

21,851,629
21,833,766
98,995,204
42,369,100
55,369,204
262,785,640

29,348,290
292,133,930

19,413,592
39,281,419
37,538,470
27,772,786
124,006,267

18,472,196
29,418,509
15,812,937

20,833,182
30,417,166
114,953,990

26,052,508

39,172,915
28,080,186
15,006,715
115,431,850
197,691,666
338,698,164

16



Edgar Filing: COHEN & STEERS QUALITY INCOME REALTY FUND INC - Form N-CSRS
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SCHEDULE OF INVESTMENTS (Continued)

June 30, 2015 (Unaudited)

Number
of Shares Value

SPECIALTY 3.8%
CyrusOneab 678,634 $ 19,985,771
Equinix 123,785 31,441,390

51,427,161
TOTAL COMMON STOCK
(Identified cost $1,067,805,615) 1,441,728,769
PREFERRED SECURITIES $25
PAR VALUE 18.5%
BANKS FOREIGN 0.7%
Barclays Bank PLC, 8.125%,
Series V
(United Kingdom)a 360,000 9,360,000
INDUSTRIALS 0.2%
CHS, 6.75% 107,931 2,743,606
INSURANCE MULTI-LINE FOREIGNO0.8%
ING Groep N.V., 7.05%
(Netherlands)?2 205,000 5,291,050
ING Groep N.V., 7.375%
(Netherlands) 210,504 5,258,390

10,549,440
REAL ESTATE 16.8%
DIVERSIFIED 5.3%
Colony Capital, 7.125% 131,850 3,066,831
Colony Financial, 8.50%, Series
Aa 364,975 9,438,254
DuPont Fabros Technology,
7.875%, Series Aa 200,000 5,066,000
DuPont Fabros Technology,
7.625%, Series Ba 280,000 7,148,400
EPR Properties, 9.00%, Series E
(Convertible)a 251,000 8,157,500
Lexington Realty Trust, 6.50%,
Series C
($50 Par Value)a 76,395 3,646,333
National Retail Properties,
6.625%, Series D 100,000 2,570,000
National Retail Properties,
5.70%, Series E 175,615 4,253,395
NorthStar Realty Finance Corp.,
8.50%, Series D 158,522 3,950,368
NorthStar Realty Finance Corp.,
8.75%, Series E 113,750 2,867,638

17
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PS Business Parks, 5.75%,
Series U

PS Business Parks, 5.70%,
Series V

Urstadt Biddle Properties,
7.125%, Series F

Vornado Realty Trust, 6.625%,
Series |

Vornado Realty Trust, 5.70%,
Series K

118,050
120,000
106,600
172,420

136,024

See accompanying notes to financial statements.

10

2,803,688
2,835,600
2,799,316
4,336,363

3,231,930
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SCHEDULE OF INVESTMENTS (Continued)

Wells Fargo Real Estate
Investment Corp.,
6.375%, Series A

HEALTH CARE

Health Care REIT, 6.50%, Series
J

HOTEL

Ashford Hospitality Trust, 9.00%,
Series E2

Chesapeake Lodging Trust,
7.75%, Series A2

Hersha Hospitality Trust, 8.00%,
Series B2

Hospitality Properties Trust,
7.125%, Series D

Pebblebrook Hotel Trust, 7.875%,
Series A2

Pebblebrook Hotel Trust, 6.50%,
Series C

Sunstone Hotel Investors, 8.00%,
Series D2

INDUSTRIALS

First Potomac Realty Trust,
7.75%, Series A2
Monmouth Real Estate
Investment Corp.,

7.625%, Series A
Monmouth Real Estate
Investment Corp.,

7.875%, Series B

OFFICE

American Realty Capital
Properties, 6.70%, Series Fa.b
Corporate Office Properties Trust,
7.375%, Series L2

Hudson Pacific Properties,
8.375%, Series B

RESIDENTIAL

June 30, 2015 (Unaudited)
Number
of Shares
207,537
0.2%

92,700
2.9%

405,000
200,000
150,000
173,725
220,000
160,000
180,000
0.8%

130,000

200,000

80,000
1.6%
621,453
160,000
90,000

1.7%

Value

$ 5,308,796

71,480,412

2,356,434

10,663,650
5,350,000
3,869,250
4,438,674
5,634,200
4,057,600
4,734,000

38,747,374
3,328,000

5,100,000

2,088,000
10,516,000
14,921,086

4,208,000

2,313,000
21,442,086
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APARTMENT 1.0%

Alexandria Real Estate Equities,

7.00%, Series D2 301,256
Apartment Investment &

Management Co., 6.875%?2 204,000

See accompanying notes to financial statements.
11

8,515,182

5,577,360
14,092,542
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SCHEDULE OF INVESTMENTS (Continued)

MANUFACTURED HOME
Campus Crest Communities,
8.00%, Series A2

Equity Lifestyle Properties,
6.75%, Series C

TOTAL RESIDENTIAL
SHOPPING CENTERS
COMMUNITY CENTER

Cedar Realty Trust, 7.25%,
Series B2

DDR Corp., 6.50%, Series J2
Kite Realty Group Trust, 8.25%,
Series A

Regency Centers Corp., 6.625%,
Series 6

REGIONAL MALL

CBL & Associates Properties,
7.375%, Series Da

General Growth Properties,
6.375%, Series A

Pennsylvania REIT, 8.25%,
Series A

Taubman Centers, 6.25%, Series
K

June 30, 2015 (Unaudited)

0.7%

3.4%
1.7%

1.7%

Number
of Shares
230,797

115,994

190,000
379,200

140,000

195,558

546,988
120,644

159,000

Value

$ 5,712,226

3,004,244
8,716,470
22,809,012

4,845,000
9,652,536

3,595,060
4,996,507
23,089,103
13,745,808
3,053,500

4,226,220
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