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Changes to forecasts
Source: Company accounts, Peel Hunt estimates
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Performance

Prelims: Flying back to full dividend cover
An impressive +55% increase in underlying earnings is ahead of
forecasts and propels dividend cover to 84% (from 57%).
Combined with 6% NAV growth this produces a total return of
13% for 2014. The property is valued at an equivalent yield of
5.75% still looks attractive compared to other long-dated real
estate and the shares yield 5.2% backed by the sector’s most
secure income stream. Buy.
Prelims
 Adj EPS increased +55% to 16.4p. This is +4% ahead of our 15.7p forecast
and increases dividend cover to 84% - a company objective has been to return
to full dividend cover and PHP is well on track to achieve this.
• The £233m PPP purchase in Dec ‘13 and the reduction in the long-dated
debt cost was the main catalyst for today’s substantial EPS increase.
• The running costs of PHP have also been reduced and the debt margin on
a £235m portion of term loans has been reduced by an average 55bps.
 The 2014 dividend of 19.5p reflects a +2.6% increase and this is the 18th
successive year of dividend growth.
 EPRA NAV increased +6.3% to 319p which is +1% ahead of our 316p
estimate. This was driven by a +3.2% like for like property uplift with the
equivalent yield compressing 17bps to 5.75% - still looks very attractive
compared to other secure, long dated property (supermarkets are at 4%!).
 Seven acquisitions were made for £43m in total – this included £15m standing
investments with the remaining forward funded developments.
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 LTV stands at 64% and this includes the unsecured £82.5m 5-year
convertible bond issued in May ’14 (390p initial conversion price).
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Investment case
 PHP’s has the most secure income stream in the sector – over 90% of the rent
is directly or indirectly funded by the NHS and the company has an average
unexpired lease length of over 15 years.
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 The dividend yield of 5.2% is 350bps higher than 10 year government bonds,
almost 150bps higher than the average all-share dividend yield (despite the
recent fall in resources shares) and also substantially higher than Assura’s 3.9%
consensus estimate yield for Mar ’16 (1.1x covered).
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 For 2012 and 2013 PHP’s dividend cover was just above 50% but this is now
expected to return to 93% cover next year and 106% covered in Dec ’16.
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Upgraded Peel Hunt forecasts
 Dec ’15 and Dec ’16 EPS forecasts increased +1% to 18.7p (from 18.5p) and
21.8p (from 21.5p).
 Dec ’15 and Dec ’16 NAV forecasts unchanged at 330p and 346p with the
shares trading on NAV premiums of+17% and +11% respectively.
 Our 2015 and 2016 dividend forecasts remain unchanged at 20.0p and 20.5p
for yields of 5.2% and 5.3% and dividend cover of 93% and 106%.

Marketing Communication

This document must be treated as a marketing communication for the purposes of Directive 2004/39/EC as it has not been prepared in
accordance with legal requirements designed to promote the independence of research; and it is not subject to any prohibition on dealing
ahead of the dissemination of investment research.

Peel Hunt

Primary Health Properties#
19 February 2015

Recommendation structure and distribution as at 19 February 2015

Corporate No

Corporate %

No

%

Buy > +10% expected absolute price performance over 12 months

80

94

184

63

Hold +/-10% range expected absolute price performance over 12 months

5

6

98

34

Sell > -10% expected absolute price performance over 12 months

0

0

9

3

NB The recommendation is the primary driver for analyst views. The target price may vary from the structure due to market conditions, risk profile of the company and capital returns

Peel Hunt…
Shareholding (%) held by

Company

Analyst

during the last 12 months

has received compensation
is broker to from this company for the
this
provision of investment
Company in PH in Company makes a market
banking services
PH (>3%)
(>3%)
in this company company

Primary Health Properties

x

x

has acted as a
sponsor/broker/NOMAD/
financial advisor for an offer
of securities from this
company

x

Recommendation history
Company
Primary Health Properties

Date

Rec

13 Jun 13

Buy

Date

Rec

Date

Rec

Date

Rec

This material was prepared by Peel Hunt LLP, which is authorised and regulated in the United Kingdom by the Financial Conduct Authority (FCA) and is a member of the
London Stock Exchange. This document must be treated as a marketing communication for the purposes of Directive 2004/39/EC as it has not been prepared in accordance
with legal requirements designed to promote the independence of research; and although Peel Hunt LLP is not subject to any prohibition on dealing ahead of the
dissemination of investment research, Peel Hunt LLP applies this prohibition through its internal systems and controls.
The analyst or analysts responsible for the content of this marketing communication certify that: (1) the views expressed and attributed to the research analyst or analysts in
the report accurately reflect their personal opinion(s) about the subject securities and issuers and/or other subject matter as appropriate; and, (2) no part of their compensation
will be directly or indirectly related to the specific recommendations or views contained in this research report. Peel Hunt has effective organisational and administrative
arrangements set up within the firm for the prevention and avoidance of conflicts of interest with respect to research recommendations, including information barriers.
This document is for the use of the addressees only and is not intended for nor should be disseminated to Retail Customers as defined in Directive 2004/39/EC. It may not be copied or
distributed to any other person without the written consent of Peel Hunt LLP and may not be distributed or passed on, directly or indirectly, to any other class of persons, Peel Hunt
LLP may in its discretion distribute this document to any other person to whom it could lawfully be distributed by an unauthorised person and without its content being approved by an
authorised person. This document has been prepared using sources believed to be reliable, however we do not represent it is accurate or complete. Neither Peel Hunt LLP, nor any of its
partners, members, employees or any affiliated company accepts liability for any loss arising from the use of this document or its contents. It is provided for informational purposes only
and does not constitute an offer to sell or a solicitation to buy any security or other financial instrument. While we endeavour to update on a reasonable basis the information and opinions
contained herein, there may be regulatory, compliance or other reasons that prevent us from doing so. The opinions, forecasts, assumptions, estimates, derived valuations and target
price(s) contained in this material are as of the date indicated and are subject to change at any time without prior notice. This research does not constitute a personal recommendation and
the investments referred to may not be suitable for the specific investment objectives, financial situation or individual needs of recipients and should not be relied upon in substitution for
the exercise of independent judgement. Past performance is not necessarily a guide to future performance and an investor may not get back the amount originally invested. The stated
price of any securities mentioned herein is not a representation that any transaction can be effected at this price.
Peel Hunt LLP, its partners, members, employees or any affiliated company may have a position or holding in any of the securities mentioned herein or in a related instrument. This
document is approved for communication by Peel Hunt LLP in the UK and to EEA market professionals who have registered with Peel Hunt LLP to receive such information. Please
note that the share price used in this note was the mid-market price at the close of business on the previous trading day.
Unless otherwise stated, Peel Hunt LLP owns the intellectual property rights and any other rights in all material contained in this document. No part of this document may be modified,
photocopied or duplicated in any form by any means or redistributed, transmitted, published or derivative works created from this document without the prior consent of Peel Hunt LLP.
By accepting this document you agree that you have read the above disclosure and to be bound by the foregoing limitations / restrictions.
US Disclosure: This research is distributed to US investors by Peel Hunt Inc., which is a member of Financial Industry Regulatory Authority (FINRA) and Securities Investor
Protection Corporation (SIPC). Peel Hunt LLP accepts responsibility for the contents of this report and it has not been altered in any way by Peel Hunt Inc. Peel Hunt LLP and/or its
affiliates may hold 1% or more of any class of common equity securities in the issuer that this publication covers. Disclosures in relation to Peel Hunt LLP and/or any affiliate’s role in: (1)
managing or co-managing a public offering of securities for the issuer; (2) receiving compensation for investment banking services from the issuer in the past 12 months; (3) expecting or
intending to receive compensation for investment banking services from the issuer in the next three months; and, (4) making a market in the issuers securities; are set out in the main
disclosure section of this publication.
Canada Disclosure: This research may only be distributed by Peel Hunt LLP to Permitted Clients as defined in Section 1.1 of NI 31-103 in reliance on the International Dealer
Exemption and International Adviser Exemption pursuant to subsections 8.18(2) and 8.26(3) of National Instrument 31-103 Registration Requirements, Exemptions and Ongoing
Registrant Obligations (“NI 31-103”) and Notification to Clients of the prescribed information under subsections 8.18(4)(b) and 8.26(4)(e) of NI 31-103 in Alberta, British Columbia,
Ontario and Quebec. Peel Hunt LLP is not registered in the local jurisdiction to provide advice on securities or to trade in securities. Peel Hunt LLP is: (1) registered in England and
Wales with its principal place of business in the United Kingdom; (2) a member of the London Stock Exchange; and (3) regulated by the Financial Conduct Authority. All or
substantially all of the Company’s assets may be situated outside of Canada. There may be difficulty enforcing legal rights against the Company because of the above.
Republic of South Africa Disclosure: This research may only be distributed to clients as defined in the FAIS Notice 37 of 2014 issued by the Financial Services Board. This research is
distributed by Peel Hunt LLP under the exemption granted from section 7(1) of the Financial Advisory and Intermediary Services Act, 2002.
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