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Primary Health Properties

Half Year Results

Half year results

PHP's interim results are in line with estimates, however in order to take account of
a slightly higher passing rent roll and lower finance costs than forecast we are
upgrading 2009 estimates slightly. We see PHP as one of the most defensive and
predictable companies in the commercial property space, which is paying an
attractive dividend underpinned by internally generated cashflow.

Operating profit rose 21% to £8.5m, including revaluation losses of £8m the loss before
tax grew from £0.5m to £1.8m (Numis forecast £1.7m loss). The group is paying an
interim dividend of 8.5p. EPRA NAVps (i.e. excluding the non-cash mark to market
moves on derivatives) fell from 318p to 290p. We forecast stable property yield in H2.
As a result of a slightly higher than expected passing rent roll and lower finance costs
we are upgrading 2009 EPS estimates from 17.2p to 18.5p.

Overall, there are very few surprises in the statement which is not surprising given the
group is 100% let with 90% rent roll effectively government backed. The group has an
average lease length of 18 years and rental growth continues to feed through at c.4%
per annum. The group now has 115 primary care centres, of which 111 are fully
complete with the remaining 4 in the course of development and findable within the
group's current financing structure.

We believe that PHP has one of the most secure property portfolios in the UK which
should ensure a solid and predictable income stream. On this basis we have chosen to
readjust our target price to make it income linked. We base our target price on a 5%
yield on our forecast of 17p DPS, implying 340p. This equates to a 1.17x EPRA
NAVps.

Year
to Dec

EBIT EPS DPS
(Em) (p) (p)

2007F 15.7 8.2 -

2008F

(3.0) 13.7 16.50

2009F 17.0 18.5

17.00

Source: Primary Health Properties (historical) and Numis Securities Research Department (forecast)
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Analyst Certification

The research analyst who prepared this research report was Chris Millington. The analyst
hereby certifies that all of the views expressed herein accurately reflect the analyst's
personal views about any and all of the subject security and/or issuer at the date of original
publication of this document.

The research analyst who prepared this research report also certifies that no part of the
analyst's compensation was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed by the analyst in the research report.

Important Disclosure

This research report has been prepared and approved by Numis Securities Limited
("Numis"), a securities dealer in the United Kingdom. Numis is not a registered brokerdealer
in the United States and therefore is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is
provided in the United States for distribution solely to "major U.S. institutional investors" in
reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities
Exchange Act of 1934, as amended. Any recipient of this research report wishing to effect
any transaction to buy or sell securities or related financial instruments based on the
information provided in this research report should do so only through Numis Securities Inc.
("Numis Inc."). Numis Inc. may be contacted in writing or by phone: Numis Securities Inc.,
275 Madison Avenue, 40th Floor, New York, NY 10016, U.S. phone (212) 277 7300. Numis

Inc. is an affiliate of Numis. Under no circumstances should any recipient effect any
transaction to buy or sell securities or related financial instruments through Numis.

Numis Inc. accepts responsibility for the contents of this research report, subject to the terms
set out below, to the extent that it is delivered to a U.S. person other than a major U.S.
institutional investor.

Numis, Numis Inc. and/or their affiliates, directors, officers, and employees may have or
have had interests, or long or short positions, and may at any time make purchases or sales
as a principal or agent of the subject companies mentioned or referred to in this report.

The research analyst who prepared this research report receives compensation based upon
various factors (such as the general perception of the analyst's ability and commitment to
hisfher analytical work) and upon the overall revenues including the investment banking
revenues of Numis and/or one or more of its affiliates.

Primary Health Properties is or has been during the 12-month period preceding the date of
this research report, a client of Numis.

Numis has received compensation for investment banking services from Primary Health
Properties in the past 12 months.

Numis and/or one or more of its affiliates may receive or may seek to receive compensation
for investment banking services from Primary Health Properties in the next 3 months.

Market Making

As at the date of this research report, Numis and/or one or more of its affiliates is making a
market in Primary Health Properties.

Additional Disclosure

This Numis Securities Limited ("Numis") research report is for distribution only under such
circumstances as may be permitted by applicable law. This research report has no regard to
the specific investment objectives, financial situation, or particular needs of any specific
recipient, even if sent only to a single recipient. This research report is offered solely for
informational purposes and is not to be construed as a solicitation or an offer to buy or sell
securities or related financial instruments, nor is it to be construed as a recommendation for
Numis to effect any transaction to buy or sell securities or related financial instruments on
behalf of any recipient. There is no express or implied understanding between Numis or
Numis Securities Inc. ("Numis Inc.") and any recipient of this research report that Numis will
receive any commission income in connection with this research report. The securities that
may be described in this research report may not be eligible for sale in all jurisdictions or to
certain categories of investors. This research report is based on information believed to be
reliable, but it has not been independently verified and is not guaranteed as being accurate.
This research report is not guaranteed to be a complete statement or summary of any
securities, markets, reports or developments referred to in this research report.

Any statements or opinions expressed in this research report are subject to change without
notice and Numis is not under any obligation to update or keep current the information
contained herein. All statements and opinions expressed in this research report are made as
of the date of this research report and are not held out as applicable thereafter. Neither
Numis nor any of its directors, officers, employees, or agents shall have any liability,
however arising, for any error, inaccuracy or incompleteness of fact or opinion in this
research report or lack of care in this research report's preparation or publication; provided
that this shall not exclude liability to the extent that this is impermissible under the law
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relating to UK financial services.

Numis may rely on information barriers, such as "Chinese Walls", to control the flow of
information within the areas, units, divisions, groups, or affiliates of Numis.

Investing in any non-U.S. securities or related financial instruments (including ADRs)
discussed in this research report may present certain risks. The securities of non-U.S.
issuers may not be registered with, nor be subject to the regulation of the U.S. Securities and
Exchange Commission. Information on such non-U.S. securities or related financial
instruments may be limited. Foreign corporations are typically not subject to audit and
reporting standards and regulatory requirements comparable to those in effect within the
United States.

Past performance is not an indication or guarantee of future performance and no
representation or warranty, express or implied, is made by Numis with respect to future
performance. The value of any investment or income from any securities or related financial
instruments discussed in this research report is subject to volatility and can fall as well as
rise. Investors may not get back the full amount they originally invested. The value of any
investment or income from any securities or related financial instruments discussed in this
research report denominated in a currency other than U.S. dollars is subject to exchange
rate fluctuations that may have a positive or adverse effect on the value of or income from
any securities or related financial instruments discussed in this research report.

No part of the content of this research report may be copied, forwarded or duplicated in any
form or by any means without the prior consent of Numis and Numis accepts no liability
whatsoever for the actions of third parties in this respect.
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Regulatory Notice & Disclaimer

This document has been approved under section 21(1) of the UK Financial Services and
Markets Act 2000 by Numis Securities Limited ("Numis") for communication only to eligible
counterparties and professional clients as those terms are defined by the rules of the
Financial Services Authority. Its contents are not directed at, may not be suitable for and
should not be relied on by retail clients. Numis does not provide investment advisory
services to retail clients. This document is not an offer or a solicitation to buy or sell any
security. It does not constitute a personal recommendation and recipients must satisfy
themselves that any dealing is appropriate in the light of their own understanding, appraisal
of risk and reward, objectives, experience, and financial and operational resources. Numis
accepts no fiduciary duties to the reader of this document and in communicating this
research material is not acting in a fiduciary capacity. Neither Numis nor any of its directors,
officers, employees or agents shall ave any liability, howsoever arising, for any error,

inaccuracy or incompleteness of fact or opinion in it or lack of care in its preparation or
publication; provided that this shall not exclude liability to the extent that this is impermissible
under the law relating to financial services.

All statements and opinions are made as of the date on the face of this document and are
not held out as applicable thereafter. Numis or one or more of its associates or a director or
an employee of Numis or of an associate may from time to time have a position, or may have
undertaken or may undertake an own-account transaction, in a security referred to in this
document or in a related security.

Such a position or such a transaction may relate to the market making activities of Numis or
to other activities of Numis. Numis or one or more of its associates may from time to time
have a broking, advisory or other relationship with a company which is the subject of or
referred to in this document, including acting as that com any's official or sponsoring broker
and providing corporate finance or other financial services. It is the policy of Numis to seek to
act as corporate adviser or broker to many of the companies which are covered by the
Research Department. Accordingly companies covered in any research material may be the
subject of marketing initiatives by the Corporate Finance Department. A list of significant
items which could create a conflict of interest and other material interests in relation to
research material is set out on the Numis website (www.numiscorp.com/x/regulatory.html).
Numis regards this document as objective investment research. Numis's policy for managing
conflicts of interest in relation to research material is set out in Numis's website
(www.numiscorp.com/x/regulatory.html). This also displays the basis on which Numis makes
a recommendation. A company covered in this research material may have paid for an
analyst's reasonable expenses to visit their premises or offered modest hospitality or
entertainment; further details are available on request. Prices in this research material are
derived from quotations on the London Stock Exchange.

In printed pieces of research material the basis of forecasts and target prices will be set out;
in electronic pieces of research material there is a crossreference to the archive of research
material on the Numis website where, under the appropriate company name, details of the
basis can be viewed. Printed pieces of research material will identify material sources;
electronic pieces are normally based on company announcements made through the
Regulatory Information Service. In those cases (but not otherwise) where the subject
company has seen the draft research material and has suggested factual amendments
which are incorporated by the analyst, this will be noted on the research material. This
applies normally only to printed pieces. For the archive of research material on the Numis
website (available to all clients who normally receive Numis research material) — see
www.numiscorp.com/x/Mainresearch.html. In printed pieces of research material the risk
warnings (if any) attaching to a particular company will be set out; in electronic pieces of
research material there is a cross-reference to the archive of research material on the Numis
website where, under the appropriate company name, details of such matters can be
viewed. For the archive of research material on the Numis website (available to all clients
who normally receive Numis research material) - see
www.numiscorp.com/x/Mainresearch.html. Research material will carry the date of
publication or, on a research circular printed overnight, the date on which it was sent to the
printers. Where a price is quoted in research material it will generally, in the absence of
contrary words, be the latest practicable price prior to distribution or, in the case of a
research circular printed overnight, the closing price at the close of business. The tariff for
recommendations is set out in the Numis website, together with the relevant time horizon.

A chart showing the recommendation history for the company covered for the past twelve
months is appended to this document and is also set out under the appropriate company
name in the archive of research material contained in this website and is available to all
clients who normally receive Numis research material. There is also available on this website
an analysis of the split of recommendations over the past quarter for all subject companies
and for corporate clients. For this information - see www.numiscorp.com/x/regulatory.html

This material is not directed at you if Numis is prohibited or restricted by any legislation or
regulation in any jurisdiction from making it available to you. You should satisfy yourself
before reading it that Numis is permitted to provide research material concerning
investments to you under relevant legislation and regulations. Numis accepts no
responsibility whatever for any failure by a person resident outside the United Kingdom to
observe the foregoing. No part of the content of any research material may be copied,
forwarded or duplicated in any form or by any means without the prior consent of Numis and
Numis accepts no liability whatsoever for the actions of third parties in this respect.
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Numis and/or one or more of its affiliates may receive or may seek to receive compensation
for investment banking services from Primary Health Properties in the next 3 months.

Market Making

As at the date of this research report, Numis and/or one or more of its affiliates is making a
market in Primary Health Properties.
Valuation and Risks

For details relating to valuation and risks in printed research, please refer to the company
comment contained herein. In electronic pieces of research please refer to the relevant
company section of the Numis website http://www.numiscorp.com/x/us/research.html

Ratings Key

In making a recommendation the analyst should compare his target price with the actual
share price and then make a recommendation derived from the percentagethus calculated.:

As from 14 February 2005, the formula is:

Buy > +20%

Add > +10% to +19.99%
Hold 0% to +/-9.99%
Reduce -10% to -19.99%
Sell >-20%
Distribution of Ratings

US Requirement
01/07/08 - 30/06/09

UK Requirement
01/04/09 - 30/06/09

All Corporate All Corporate
Securities Clients Securities Clients
Buy 35.9% 57.1% 34.7% 3.8%
Add 24.4% 28.6% 26.8% 2.2%
Hold 28.6% 14.3% 24.7% 0.0%
Reduce 5.9% 0.0% 7.5% 0.0%
Sell 5.2% 0.0% 6.3% 0.0%
100% 100% 100%

The above table shows the split of The above table shows the split of
recommendations based on the recommendations based on all
last recommendation for each recommendations during the last
research stock during the last four calendar quarter:

calendar quarters.

For the split of recommendations by sector for the period from 1 Apr 2008 to 30 Jun 2009,
please contact the Research Department of Numis Securities Limited.

The following graphs display the three year recommendation, target price and share price
history for the subject corporation(s) of this research report. In those instances where the
subject corporation(s) have been traded on the London Stock Exchange or Alternative
Investment Market for less than three years, the graph will show the history since the date
the subject corporation(s) were admitted to trading. Prices in the graph(s) below are in pence
unless otherwise stated.
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