
PRIMARY HEALTH PROPERTIES PLC
(LON: PHP)

14 May 2020

www.proactiveinvestors.co.uk  |   PHP  |   14.05.2020  |   Important: disclaimers can be found on the last page of this report 1 

Real Estate

52-WEEK HIGH 168p

52-WEEK LOW 120p

PRICE 155p

MARKET CAP MLN £1,890.64

Share Price
 

Major Shareholders

Blackrock inc. 7.2%
Investec Wealth and Investment 5.0%
CCLA Investment management 4.9%
Shares in issue 1,216,969,313
Avg Three-month trading
volume

4,906,117

Primary Index MAIN
Next Key Announcement July 2020

Company Information

Address: Greener House, Haymarket, London
SW1Y 4RF

Website: www.phpgroup.co.uk

Analyst Details

Ed Stacey
ed.stacey@proactiveinvestors.com

Primary Health Properties - Keeps delivering for
investors

Portfolio acquisition, and other news

Primary Health Properties PLC (LON:PHP) recently announced the acquisition
of a portfolio of 20 medical centres across England and Wales for a total
of £47.1mln before costs, and a conditional contract to acquire two further
medical centres for £6.9mln. These are primary healthcare facilities, with 91%
of rental income being government-backed, in line with the existing property
portfolio.

Other recent news

Within the news release on 11 May, PHP also disclosed that 98% of all
UK rents for the second quarter have been collected, and 97% of all rents
in Ireland up to 1 April. We expect PHP to continue to benefit from what
is essentially uninterrupted rent collection. Additionally, on 1 April, PHP
released a positive trading update, including the disclosure that three
projects in Ireland, with a total development cost of €48.3mln, had reached
project completion or near completion. This represents a significant de-
risking of the development pipeline. In the same release, the company
announced that it would maintain its progressive dividend policy, at a run-
rate of 1.475p per quarter.

Finally, PHP also disclosed that its rent reviews during the first quarter of
2020 led to an average annualised increase of 2.4%. This compares with 1.9%
annualised uplift during full-year (FY) 2019 and represents a continuation of
a sequence of improving rent reviews.

Investment performance

The shares have outperformed the UK market year-to-date, having already
strongly outperformed during FY 2019; however, we argue that the current
valuation still offers compelling returns for investors, driven by the continued
performance of the underlying asset portfolio. Factors supporting this thesis
include:

• Dividend growth every year since inception – 23 years.
• 90% of rents covered by government national health bodies of the UK and

Ireland. This supports 99.5% occupancy rates and minimal tenant defaults or
similar unplanned costs.

• The lowest cost ratio (costs / rental income) in the whole of the UK REIT (real
estate investment trust) space.

• Headroom to continue growing the portfolio of health centres in the UK and
Ireland.

On p2 we provide an overview of how PHP’s portfolio performance drives
returns for shareholders.

Year end Dec 31 2018 2019 Current 2021
 

Portfolio value (£mln) 1,502.9 2,413.0 2,555.0 2,725.0
Net rental income (£mln) 76.4 115.7 130.5 138.6
EPRA earnings (£mln) 36.8 59.7 73.5 77.4
EPRA EPS (GBp) 5.2 5.4 5.9 6.2
DPS (GBp) 5.40 5.60 5.90 6.10
EPRA NAV / share (GPp) 105.1 107.9 109.9 113.4
Gearing (LTV%) 44.8 44.2 46.8 48.6
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Harry Hyman, managing director. Hyman has
extensive experience in investing in the primary
healthcare sector, having developed PHP’s
business from inception more than 20 years
ago. He is a graduate of Cambridge University
and a fellow of the Institute of Chartered
Accountants in England & Wales.

Richard Howell, finance director. Howell is
a chartered accountant and has more than 20
years’ experience working with London-listed
commercial property companies, including
Brixton PLC and LondonMetric Property PLC.

Portfolio performance and share price performance

Over the past five years, PHP has delivered a total shareholder return of 78% (to
12 May, 2020) or 12.2% per annum over the five years. Total shareholder return
is defined as dividends + capital gains.

The total shareholder return closely reflects the underlying performance of
the asset portfolio. The following chart shows two measures of portfolio
performance:

The portfolio return is the investment return on the weighted average gross
assets, in terms of both rental income and capital gains.

Net asset value (NAV) return is the percentage annual increase in NAV per share
together with the dividends paid as a percentage of NAV. If the share price were
always valued at 1x the NAV per share, then NAV return would be the same as
total shareholder return.

The chart shows the average annual performance over the last 5 years.
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  0

1 2 30
1 2

0

2

4

6

8

10

12

1 2

%

Capital return Income return  NAV/Share growth Dividends

Portfolio return

NAV return

Source: Proactive Research

Going forward we believe it is realistic to expect a continuation of similar
portfolio performance – broadly 5% income return and 3% capital gain, driving
the continued growth in the dividend.

In the current financial markets, we believe that investors will find it increasingly
hard to find investments that offer secure income with growth and an attractive
income yield as a starting point. As investors seek secure yields, this could drive
the PHP valuation multiples higher.
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General Disclaimer and copyright
LEGAL NOTICE – IMPORTANT – PLEASE READ

Proactive Research is a trading name of Proactive Investors Limited which is regulated and authorised by the Financial Conduct
Authority (FCA) under firm registration number 559082. This document is published by Proactive Research and its contents have not
been approved as a financial promotion by Proactive Investors Limited or any other FCA authorised person. This communication is
made on the basis of the 'journalist exemption' provide for in Article 20 of The Financial Services and Markets Act 2000 (Financial
Promotion) Order 2005 and having regard to the FCA Rules, and in particular PERG 8.12.

This communication has been commissioned and paid for by the company and prepared and issued by Proactive Research for
publication. All information used in the preparation of this communication has been compiled from publicly available sources that
we believe to be reliable, however, we cannot, and do not, guarantee the accuracy or completeness of this communication.

The information and opinions expressed in this communication were produced by Proactive Research as at the date of writing and
are subject to change without notice. This communication is intended for information purposes only and does not constitute an
offer, recommendation, solicitation, inducement or an invitation by, or on behalf of, Proactive Research to make any investments
whatsoever. Opinions of and commentary by the authors reflect their current views, but not necessarily of other affiliates of
Proactive Research or any other third party. Services and/or products mentioned in this communication may not be suitable for all
recipients and may not be available in all countries.

This communication has been prepared without taking account of the objectives, financial situation or needs of any particular
investor. Before entering into any transaction, investors should consider the suitability of the transaction to their individual
circumstance and objectives. Any investment or other decision should only be made by an investor after a thorough reading of the
relevant product term sheet, subscription agreement, information memorandum, prospectus or other offering document relating to
the issue of securities or other financial instruments.

Nothing in this communication constitutes investment, legal accounting or tax advice, or a representation that any investment or
strategy is suitable or appropriate for individual circumstances or otherwise constitutes a personal recommendation for any specific
investor. Proactive Research recommends that investors independently assess with an appropriately qualified professional adviser,
the specific financial risks as well as legal, regulatory, credit, tax and accounting consequences.

Past performance is not a reliable indicator of future results. Performance forecasts are not a reliable indicator of future
performance. The investor may not get back the amount invested or may be required to pay more.

Although the information and date in this communication are obtained from sources believed to be reliable, no representation is
made that such information is accurate or complete. Proactive Research, its affiliates and subsidiaries do not accept liability for loss
arising from the use of this communication. This communication is not directed to any person in any jurisdiction where, by reason of
that person's nationality, residence or otherwise, such communications are prohibited.

This communication may contain information obtained from third parties, including ratings from rating agencies such as Standard
& Poor's, Moody's, Fitch and other similar rating agencies. Reproduction and distribution of third-party content in any form is
prohibited except with the prior written consent of the related third-party. Credit ratings are statements of opinion and are not
statements of fact or recommendations to purchase, hold or sell securities. Such credit ratings do not address the market value of
securities or the suitability of securities for investment purposes, and should not be relied upon as investment advice.

Persons dealing with Proactive Research or members of the Proactive Investors Limited group outside the UK are not covered by the
rules and regulations made for the protection of investors in the UK.

Notwithstanding the foregoing, where this communication constitutes a financial promotion issued in the UK that is not exempt
under the Financial Services and Markets Act 2000 or the Orders made thereunder or the rules of the FCA, it is issued or approved
for distribution in the UK by Proactive Investors Limited.
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