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Primary Health Properties*      

High quality income story 

Primary Health Properties (PHP) released a good set of results to December 2009. 
Despite a difficult year for real estate, PHP delivered robust NAV performance and 
attractive dividend growth supporting a fully covered 6.0% yield. In our view, this 
is testament to a high quality portfolio of assets with compelling occupier 
dynamics including long-term leases, no voids and rental income effectively 
guaranteed by the government. With an attractive valuation relative to other REITs 
which yield 4% on average and its closest closed-end peer MedicX (7% premium, 
7% yield only 30% covered), we believe that PHP is the best way to play the 
specialist healthcare property sector. 

 Overview: PHP has been a listed entity since 1996, becoming the UK’s first 
dedicated healthcare REIT in 2007. It invests in modern purpose built healthcare 
facilities let to GPs, Primary Care Trusts (PCTs), and pharmacies. The portfolio 
comprises 1.28m sq ft of space across c130 properties. Key characteristics include 
an average lease length of 17.3 years, 90% of rents paid for by the government and 
84% of leases with triennial upward only reviews providing good visibility of 
cashflows. 

 Final Results: Rental growth was a solid 3.12%, a tad lower y-on-y, although still 
favourable compared with other commercial real estate peers. EPRA NAV 
increased 3% y-on-y and 8% since the capital raise in September. Growth was 
driven by new additions to the portfolio as well as a moderate improvement in 
property values during H2. Dividend progression was an attractive 5% with 
aggregate DPS for the year of 17.25p, continuing a 12 year track record of growth. 
Having raised £60m at 230p in September 09, the balance sheet remains in good 
shape. LTV at the year-end was 49% compared with a 70% covenant, giving plenty 
of headroom to make further acquisitions. We would expect future draw downs to 
be at more favourable rates of interest providing an attractive arbitrage between the 
yield on new assets and cost of debt.  

 Positive Outlook: Since the year-end, PHP has added £34.5m of new assets and 
has £10m in advanced negotiation. The medium-term target is to double the size of 
the portfolio from current levels. The manager remains positive about achieving 
greater scale in the portfolio in the near term. This should support moderate NAV 
and DPS growth in 2010. We conservatively assume 2010 NAV of 285p and DPS of 
17.5p.  

 Attractive Relative Valuation: PHP trades on a premium to EPRA NAV of 4% 
yielding a prospective, fully covered 6% compared with the REIT peer group 
yielding 4% on average. Its closest closed–end comparator, MedicX Fund 
commands a 7% premium, yielding 7% only covered 30% by cashflow making PHP 
a higher quality income story in our view. 
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buy or sell securities or related financial instruments, nor is it to be construed as a 
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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 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 
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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 
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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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