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Y/E Dec Net Op Inc Adj EPS
(£m) (p)

2018A 76.4 5.4

2019E 115.0 5.7

2020E 132.7 6.2

2021E 141.9 6.6

MARKETING COMMUNICATION

Primary Health Properties”

Scale and income durability a very attractive combination
The recently-completed all-share merger between Primary
Health Properties and MedicX has created a £2.3bn portfolio of
quality primary care assets. Both sets of shareholders benefit
from immediate accretion, with more to come through a
combination of cost synergies and refinancing opportunities, plus
an attractive and enlarged acquisition pipeline. The c£1.5bn
REIT can now add enhanced liquidity to its attractive income
proposition, building upon its exemplary track record of growth
and return generation. A yield of 4.3% underpinned by this
durable and low-risk asset class puts PHP in pole position.

A win-win price. The all-share exchange ratio of 0.77 provides both sets of
shareholders with immediate and longer-term benefits. For PHP shareholders it
reflects a very small relative NAV discount as well as a discount to MedicX’s five-
year average absolute NAV rating. MedicX shareholders enjoyed an immediate
uplift, with the offer pitched at a c14% premium to the previous day’s close.

Immediately earnings-accretive. Even with no allowance for acquisitions and
only taking into account indicated cost savings, our analysis suggests earnings
uplifts of +4% and +9% for PHP and MedicX shareholders respectively.

Material further upside to come. Significant refinancing opportunities exist in
the short-to-medium term. Prior to the merger both MedicX and PHP’s average
cost of debt substantially exceeded current market rates, and larger companies
typically achieve lower margins. We estimate possible savings of £2.5m per
annum from two facilities maturing this summer alone.

A £2.3bn portfolio with an enhanced acquisition pipeline. PHP now boasts
the largest primary healthcare portfolio in the UK & Ireland. Also, the
acquisition pipelines are highly complementary, with little or no overlap, and
PHP now has visibility on around £150m of assets in the UK and a further
£185m in Ireland, which we estimate could increase earnings by over 11%.

A top 15 REIT with a very strong income proposition. PHP provides one of
the most durable and highest-quality income streams in the sector, with 91% of
the income Government-backed and a WAULT of 13.5 years. The company has
increased the dividend for the last 22 years and has delivered a CAGR of 13%
since IPO. Yielding a prospective 4.3%, PHP now offers the rare combination of
liquidity and an attractive yield backed by strong and safe rental streams.

EPS growth PER DPS Div yield Adj NAV NAV/3net Disc/NAV Disc/3net
(%) (x) (p) (%) (p) (p) (%) (%)
2.5 24.0 5.4 4.2 105.1 102.5 22.9 26.1
5.9 22.7 5.6 4.3 106.6 104.4 21.3 23.8
8.0 21.0 5.7 4.4 110.5 108.4 16.9 19.2
7.2 19.6 5.9 4.5 115.3 113.1 12.1 14.2

This document must be treated as a marketing communication for the purposes of Directive 2014/65/EU 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.
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The right price

The all-share exchange ratio of 0.77 provides both sets of shareholders with
immediate and longer-term accretion. MedicX shareholders enjoyed an
immediate uplift as detailed below, while for PHP holders the price reflects a
small relative NAV discount and a discount to MedicX’s five-year average
absolute NAV rating.

An attractive price for MedicX shareholders...

PHP acquired MedicX at an exchange rate of 0.77 new PHP shares for each
MedicX share. On the closing price the night before the announcement (24"
January) was made, this valued MedicX at 88.7p. This represented:

e apremium of 14.3% to the closing price of MedicX on the previous day; and

e apremium of 15% to the volume-weighted average price over the previous
three months.

Whilst this offered a material initial uplift to shareholders in MedicX, the bid
price was still below previous MedicX share price highs. However, the company
had announced a cut to the dividend and the company’s ability to continue its
growth strategy (which is key for EPS growth) was arguably curtailed by the
relatively high LTV (53%) and its discount to NAV.

Chart 1: MedicX share price Chart 2: Change in key metrics for MedicX shareholders

Source: Datastream Source: Company accounts, Peel Hunt estimates
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Furthermore, at the exchange ratio of 0.77, PHP has an EPS which is 6% higher
than MedicX and shareholders will also benefit from PHP’s dividend which, for
2019E, is c11% higher than the 3.9p guidance MedicX had issued.

... as well as for PHP shareholders

Following years of trading at a premium to NAV, towards the end of 2017
MedicX’s share price became depressed due to its relatively high LTV and its
inability to grow, further exasperated by the dividend cut announced in May
2018. However, throughout this period, PHP continued to trade on a material
premium to NAV, both in absolute terms and, importantly, relative to MedicX
(Chart 3 below).
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Chart 3: PHP and MXF NAV discount/premium

Source: Datastream, Company accounts, Peel Hunt estimates
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Led by founder Harry Hyman and his experienced team at Nexus, this enabled
PHP to offer a premium price that would appeal to MedicX shareholders, but
from a NAV perspective the deal is effectively at a very small discount to PHP’s
own NAV. Whilst PHP is offering MedicX shareholders stock at a premium of
10%, PHP is buying MedicX at a premium of 9% (both as of the 23" January
closing price).

In fact, when the deal between the two companies was first announced, the
relative NAV rating between the two companies was the highest it has been for
many years, as Chart 5 shows.

Furthermore, comparing the historic ratio between the two share prices (Chart
4), the 0.77x ratio is below the 5-year average ratio between the two companies
and (other than the past 18 months when MedicX ran into structural issues) the
ratio between the two prices has rarely dipped below 0.77x.

Chart 4: Ratio between PHP and MXF share prices

Source: Datastream, Peel Hunt estimates
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Chart 5: Relative NAV ratings between PHP and MXF

Source: Company accounts, Peel Hunt estimates
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An annualised P&L shows earnings
accretion for both sets of
shareholders

Earnings accretion: now and in the future

For us, one of the key benefits of the merger between PHP and MedicX is the
benefits to earnings the combination will provide for both sets of shareholders.
We set out below our view on the sources and quantum of this earnings accretion.

Immediate accretion for all

In the original merger announcement, PHP confirmed that the deal would
potentially deliver “significant accretion” to MedicX shareholders. Our analysis
suggests it will also be accretive to PHP shareholders, even when only allowing
for the cost savings indicated by management (75% of which are contractual
through the management fee).

Below we highlight what we believe to be the approximate annualised P&L for
each company as of the most recent full year (Sep '18 for MedicX and Dec *18
for PHP). We have made no allowance for any further acquisitions or
developments completing. Nor have we given any benefit to the long-term
refinancing opportunities or any other opportunities arising from running a far
greater portfolio — this simply demonstrates the initial earnings accretion to both
sets of shareholders.

Table 1: Immediate Earnings Accretion

Source: Company accounts, Peel Hunt estimates

PHP Dec 18 MedicX Sep 18

Combined Cost synergies Pro-forma
run-rate run rate

Gross rent 81.7 43.5 125.2 125.2
Direct (3.3) (1.5) (4.8) (4.8)
Net rent 78.4 42.0 120.3 120.3
Mgmt fees (6.8) (3.5) (10.4) 3.0 (7.4)
Other PLC costs (2.0) (2.2) (4.3) 1.0 (3.3)
EBITDA 69.5 36.2 105.7 109.6
Net finance (28.4) (18.6) (47.0) (47.0)
Recurring Earnings 41.1 17.6 58.7 4.0 62.6
Weighted Av Shares 769 443 1,110 1,110
Adj EPS 5.4p 4.0p 5.3p 5.6p

Accretion to PHP shareholders +4%

Accretion to MedicX shareholders +9%

With further upside to come

We anticipate further earnings accretion to be delivered over the coming years
through a combination of initiatives.

Refinancing opportunity

Under the constraints of The Takeover Panel, management has been unable to
comment fully on the potential long-term refinancing opportunity within the
enlarged business. We believe this is twofold:

e MedicX’s average cost of debt (4.26%) is higher than PHP’s (3.9%) and,
importantly, both of these remain higher than current market rates (we
estimate these are ¢3.3% in the UK and ¢2.5% in Ireland).

e Larger companies typically attract lower margins than smaller companies; this
is especially true in the capital markets. Furthermore, larger balance sheets also
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Short-term refinancing involves

PHP’s convertible bond and its retail

bond

increase optionality, as demonstrated by Assura moving to an unsecured
balance sheet as it grew.

Whilst the debt structure of the combined vehicle is relatively long-term with an
average maturity of seven years (Chart 6 below), there are also significant
shorter-term opportunities.

For 2019, PHP has a convertible bond (now just c£2m remaining at 4.25%) and
a retail bond (£75m at 5.375%), both of which mature this summer. We estimate
that refinancing these facilities alone will save around £2.5m of interest expense
per annum, which will add around 0.2p to EPS (this is included within our new
forecasts set out on page 11).

Furthermore, in the four years up to 2022 over one-third of the combined
vehicle’s debt book matures, and combined with new facilities being used to
finance incremental acquisitions, we expect to see a gradual reduction in the cost
of debt. That said, our forecasts do not include this benefit and, as and when this
occurs, this should offer material upgrade potential.

Chart 6: PHP debt maturity

Source: Company accounts, Peel Hunt estimates
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‘We show in Table 2 and Chart 7 below the impact of each 25bps reductions in
the average cost of debt — we estimate that every 25bps reduction in interest
expense could add around 5% to EPS.

Table 2: EPS sensitivity to cost of debt

Source: Company accounts, Peel Hunt estimates

Chart 7: Impact on EPS of refinancing at lower rates

Source: Company accounts, Peel Hunt estimates
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The opportunity from rental inflation

Could PHP repay some of the fixed rate debt early?

Unlike peer Assura, PHP has not typically broken long-term debt in order to
reduce its interest expense (this also reduces EPRA NAV and is typically a zero-
sum game). However, the company has on occasion broken specific swaps and/or
it has used the NAV accretion delivered via premium equity issuance to offset the
cost of breaking and repaying swaps or fixed rate debt.

As of Dec ‘18 the cost of breaking MedicX’s debt would be c£40m and the cost
to refinance PHP’s at market rates would be £27m. Combined, this would hit
NAV by approximately 7% and we understand management has no plans to do
this. However, we do see potential for PHP to restructure and/or repay particular
facilities at opportunistic times and this would accelerate the long-term
refinancing opportunity outlined above.

Rental growth is picking up

Whilst open-market rental growth has been relatively muted for a number of
years now, there is increasing evidence that we have reached a turning point,
with all three companies (up to the merger) reporting increased levels of
developments, higher open-market rental reviews (although still low by historic
standards) and an improving outlook for rental growth. In particular:

o MedicX refers to a recent rent review at Clapham that led to a 35% increase
in rent (equating to 10.5% per annum over the three-year review period). We
understand this should also provide positive read-across for other London
schemes (we don’t assume 35% everywhere).

e Recent comments from PHP in its final results refer to inflation on both land
and construction costs, and how this feeds into rents on new schemes. As new
developments are delivered, this provides evidence for rental tones that
“should have a positive impact on future rental growth for the rest of the
portfolio.”

Chart 8: Gradual increase in rental growth

Source: Company accounts, Peel Hunt estimates
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Table 3: Sensitivity of EPS to rental growth

Source: Company accounts, Peel Hunt estimates

Rental 5-year cumulative 5-year CAGR
Growth EPS growth EPS growth
0.00% 0% 0.0%
0.75% +7% +1.3%
1.50% +14% +2.6%
2.25% +21% +3.9%
3.00% +29% +5.2%
2018 3.75% +36% +6.4%

Above we show the total rental growth reported by MedicX and PHP — both of
which show a noticeable — albeit gradual — uplift from 2016 (we haven’t shown
Assura as we understand it reports only reviews that were completed and
excludes those which the company decided not to initiate when no rental growth
was likely).



[I2MOH pJeyory Jo asn ay) 1o} Ajsjos pasedaud si Lodai siy |

PEEL HUNT
Primary Health Properties#
18 March 2019

We assume rental growth edges up
to 2% per annum over the next
three years

We assume rental growth continues to pick up, edging up to 2% over the next
three years. However, were rental growth to accelerate further, the impact on
earnings could be fairly material. In Table 3 above we simply show the impact on
5-year EPS of various rental growth assumptions.

Acquisition pipeline to deliver further growth

Much of PHP’s (and Assura’s) recent growth has come from additional
acquisitions — investment yields of ¢5% (or c6% in Ireland) compare favourably
to financing costs of ¢3.0-3.5%, and with little additional overhead, much of the
surplus drops straight into the company’s earnings.

Chart 9: UK acquisitions

Source: Company accounts, Peel Hunt estimates

Chart 10: Ireland acquisitions

Source: Company accounts, Peel Hunt estimates
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A complementary £330m+ pipeline

For PHP, the opportunity in Ireland looks particularly exciting. As shown in
Charts 9 and 10 above, the impact on earnings for each purchase in Ireland is
approximately double that in the UK. Furthermore, both companies have strong
acquisition pipelines with a significant focus on Ireland:

o Atthe recent FY results, PHP highlighted a pipeline of over £190m, of which
£90m was in the UK and £100m was in Ireland.

o At MedicX’s FY results in December, the company highlighted a pipeline of
£144m, of which £60m was in the UK and £84m was in Ireland.

‘We understand the acquisition pipelines are complementary, with little or no
overlap, suggesting that, combined, the company has its sights on around £150m
of assets in the UK and a further £185m in Ireland.

In Table 4 below we show the impact on EPS for differing levels of acquisitions —
each £150m spent in the UK will add 4% to EPS, whilst in Ireland each £150m
spent will add around 8% to EPS (we assume between £100-125m of purchases
each year from here).
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Table 4: EPS sensitivities for acquisitions in UK and Ireland Chart 11: Impact on LTV of varying levels of acquisitions

Source: Company accounts, Peel Hunt estimates Source: Company accounts, Peel Hunt estimates
Irish Acquisitions 80%
£0m £150m  £300m  £450m  £600m sg,  60%  62%

60% 515, 54% 56%
£0m 0% 8% 15% 23% 30% 48%
£150m 4% 11% 19% 26% 34% 40%
£300m 7% 15% 23% 30% 38% 20%
£450m 11% 19% 26% 34% 41% 0%

£0m  £150m £300m £450m £600m £750m £900m

UK Acquisitions

2

£600m 15% 22% 30% 37% 45%

The LTV of the combined vehicle is 47% pro forma (excluding the convertible
bond) and whilst acquisitions will clearly be beneficial to shareholders from an
EPS perspective, they would also clearly increase LTV, and in Chart 11 above
we show the impact for various amounts of purchases (this is before any further
revaluation gains, which we do expect to continue, albeit at more moderate levels
than seen over the past few years).



[I2MOH pJeyory Jo asn ay) 1o} Ajsjos pasedaud si Lodai siy |

PEEL HUNT
Primary Health Properties#
18 March 2019

A leading £2.3bn primary care portfolio

Following the merger, Primary Health Properties boasts the largest primary
healthcare portfolio in the UK & Ireland, with a portfolio value of £2.3bn. This is
now c30% larger than Assura’s. Details on the combined portfolio are shown
below.

Table 5: Key portfolio statistics

Source: Company reports

PHP MedicX Combined Assura
As at: Dec-18 Sep-18 portfolio Sep-18
Total number of properties 313 166 479 556
Properties in Ireland 8 5) 13 n/a
Investment portfolio value (£bn) 1.5 0.8 2.3 1.8
Contracted rent roll (Em) 79 44 123 97
Net initial yield 4.85% 4.85% 4.85% 4.79%
Average lot size (Em) 4.8 4.8 4.8 3.3
Average WAULT (years) 13.1 14.2 13.5 12.2
Occupancy 99.8% 99.0% 99.5% 98%
Government backed rent 91% 90% 91% 84%
Rent subject to fixed or indexed uplifts 31% 30% 31% 27%

Valuation yields are very similar

As well as owning the largest portfolio of primary care assets in the quoted sector,
we also believe PHP has a higher quality portfolio, reflected in the higher average
lot size (£4.8m) as well as its c21% weighting by value to London and the South
East.

We believe lot size is important, and in the chart below we plot the evolution in
lot size across the three portfolios. The average was broadly similar until 2012,
when Assura employed a more aggressive acquisition strategy, which saw it
acquire a greater volume of smaller assets.

Chart 12: Average lot size

Source: Company accounts, Peel Hunt estimates
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Furthermore, despite the variation in asset size, there is very little difference in
the valuation yields across the three portfolios, as shown in Chart 13. PHP’s
portfolio has a marginally higher net initial yield of 4.85% compared with Assura
at 4.79%. We believe this is largely due to the higher-yielding Irish assets and not
a reflection of the lot size differential.



[I2MOH pJeyory Jo asn ay) 1o} Ajsjos pasedaud si Lodai siy |

PEEL HUNT
Primary Health Properties#
18 March 2019

SDLT saving is c£E40m

10

Chart 13: Portfolio valuation yields

Source: Company accounts, Peel Hunt estimates
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Merger expedites PHP’s portfolio growth ambitions

An important point to note for PHP shareholders is the growth opportunity the
MedicX portfolio has yielded. We estimate, at recent run rates of acquisitions,
acquiring c£800m of primary care assets would have taken PHP approximately
five years. Yet this has been done in one go, at less cost at the property level (the
estimated stamp duty saved is c£40m), and without sacrificing asset quality
based upon lot size and yield profile.



[I2MOH pJeyory Jo asn ay) 1o} Ajsjos pasedaud si Lodai siy |

PEEL HUNT
Primary Health Properties#
18 March 2019

New Peel Hunt forecasts

Today we publish our new forecasts, which are based upon the following key
assumptions:

e Between £100m and £125m of acquisitions per annum. Previously we had
been assuming £100m per annum and, given the increased scale of the merged
company’s pipeline (see page 7), this may well prove conservative.

e Capital growth of c2% per annum, largely driven by increased levels of rental
growth, with yields only coming in marginally (a couple of basis points).

o We assume c£3m of cost savings from the merger in FY19, and then assume
the full £4m is saved in FY20.

e We assume the retail bond that matures in FY19 is refinanced at a rate around
250bps lower on average.

Table 6: New Peel Hunt forecasts

Source: Company accounts, Peel Hunt estimates

FY19E FY20E FY21E

NEW old NEW old NEW old
Adj Earnings (Em) 60.2 44.6 69.8 48.6 74.8 n/a
Adj EPS (p) 5.7 5.8 6.15 6.16 6.6 n/a
DPS (p) 5.55 5.55 5.70 5.70 5.9 n/a
Yield 4.5% 4.6% 4.7%
Cover 1.0x 1.1x 1.1x
EPRA NAV (Em) 1,209 867 1,254 907 1,308 n/a
EPRA NAV per share (p) 107 109 111 113 115 n/a
NAV rating 16% 12% 8%
NAV growth 1.4% 3.7% 4.3%
Total return 6.6% 9.1% 9.6%

Our NAV forecasts are reduced marginally, allowing for slightly lower levels of
capital growth as well as full allowance for the £25m of one-off merger costs.

On EPS, our FY19 EPS is reduced by c1% as this gives part benefit to the REIT
of the expected cost savings. FY20 EPS is unchanged at 6.2p; this comfortably
covers the dividend 1.1x and we believe this is conservative given the acquisition
assumptions we have made, combined with no further refinancing benefit.

Table 7: Summary income statement

Source: Company accounts, Peel Hunt estimates

Table 8: Summary balance sheet

Source: Company accounts, Peel Hunt estimates

Income Statement FY18E FY19E FY20E FY21E Balance Sheet FY18A FY19E FY20E FY21E
Gross rent 79.6 119.4 137.8 147.3 Property 1,503 2,447 2,614 2,786
Direct (3.2) (4.4) (5.1) (5.5) Gross debt (676)  (1,217) (1,342) (1,467)
Leakage -4.0%  -3.7%  -3.7%  -3.7% Cash 6 16 20 26
Net rent 76.4 115.0 132.7 141.9 Other (45) (63) (63) (63)
Mgmt fees (6.6) (6.2) (9.4) (9.8) Total NAV 788 1,184 1,229 1,283
Other costs (2.0) (4.2) (3.2) (3.2)
EBITDA 67.8 104.6 120.1 128.9 EPRA Adjustments 21 25 25 25
Net finance (29.7)  (44.4)  (50.3)  (54.1) EPRA NAV 809 1,209 1,254 1,308
Recurring Earnings 38.1 60.2 69.8 74.8 Closing shares 769 1,134 1,134 1,134
EPRA NAV per share 105p 107p 111p 115p
Weighed Av Shares 709 1,057 1,134 1,134
EPRA EPS (excl. PIF) 5.4p 5.7p 6.2p 6.6p LTv 45% 49% 51% 52%

11
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The premium rating reflects the
quality and security of the
underlying income stream

An attractive combination of yield
and growth

#Corporate client of Peel Hunt

12

Valuation

With a market capitalisation of c£1.5bn, supported by a £2.3bn portfolio
spanning c480 assets, the ‘new’ Primary Health Properties now offers investors
an unrivalled combination of income-led returns underpinned by one of the safest
niches in the UK real estate sector.

Yes, the shares sit at a premium to the prevailing NAV — a situation not unique in
the sector at present — but, as we have seen over the past few weeks with the likes
of Intu Properties, Hammerson, RDI REIT# and The PRS REIT all reducing
dividend expectations in one form or another, good income streams backed by
long lease contracts to strong counterparties deserve to be worth more than the
sum of their parts.

An attractive yield and an unrivalled counterparty

On a prospective yield of 4.3%, PHP not only screens well among our £1bn+
REIT coverage universe, but our forecasts also show that it has one of the best
growth profiles, with growth of c4.4% per annum reflected in our new forecasts
set out on page 11.

Chart 14: Dividend yield and income durability (WAULT in years)

Source: Company reports, Peel Hunt estimates
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In order to underline the quality of the income streams underpinning this
dividend, Chart 14 above shows the prospective dividend yield plotted against
the weighted-average unexpired lease term. As you can see, PHP screens well,
with its 4.3% yield and a WAULT on the combined portfolio of 13.5 years. This
becomes even more attractive, in our view, when you consider:

e 91% of the income is Government-backed; and
e over 30% of the income is subject to either fixed or indexed uplifts.

Reassuringly expensive

For income seekers in an increasingly uncertain world, a 4.3% yield growing at
over 4% per annum does not look overly demanding for us. Combined with our
accounting return expectations (NAV growth plus dividends), which also average
over 8% per annum over our three-year forecast period (page 15), the premium
rating looks justified. In our view, a PE of 21x (2020E) looks reassuringly



[I8MOH pJeyoIy Jo asn ay) Jo} Ajsjos patedald si podal siy

PEEL HUNT
Primary Health Properties#
18 March 2019

expensive for a business with the track record, quality and growth potential of
Primary Health Properties.

Chart 15: Spot NAV rating and two-year CAGR total accounting return

Source: Company reports, Datastream, Peel Hunt estimates
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Key financials and valuation metrics

Table 9: Income statement

Source: Company accounts, Peel Hunt estimates

Y/E December FY14A FY15A FY16A FY17A FY18A FY19E FY20E FY21E
Gross Rent 60.0 63.1 67.4 72.5 79.6 119.4 137.8 147.3
Direct Costs -0.7 -0.9 -0.9 -1.2 -3.2 -4.4 -5.1 -5.5
Development/trading gains (recurring) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Rent 59.3 62.3 66.6 71.3 76.4 115.0 132.7 141.9
Admin Expenses -6.8 -6.8 -7.3 -8.2 -8.6 -10.4 -12.6 -13.0
Fee Income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
EBITDA 52.5 55.5 59.2 63.1 67.8 104.6 120.1 128.9
PH Cost Ratio -13% -12% -12% -13% -15% -12% -13% -13%
Net Finance Costs -34.3 -33.7 -32.5 -31.6 -29.7 -44.4 -50.3 -54.1
Contribution from JVs/Associates 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Recurring PBT 18.2 21.7 26.7 31.5 38.1 60.2 69.8 74.8
Current Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Adjusted Earnings 18.2 21.7 26.7 31.5 38.1 60.2 69.8 74.8
Weighted average shares 444m 446m 560m 601m 709m 1,057m 1,134m 1,134m
Adjusted Earnings per share 4.1p 4.9p 4.8p 5.2p 5.4p 5.7p 6.2p 6.6p
P/E Ratio 32x 26x 27x 25x 24x 23x 21x 20x
Ordinary Dividend Per Share 4.9p 5.0p 5.1p 5.3p 5.4p 5.6p 5.7p 5.9p
Special dividend per share 0.0p 0.0p 0.0p 0.0p 0.0p 0.0p 0.0p 0.0p
Dividend yield (incl. special) 3.8% 3.9% 4.0% 4.1% 4.2% 4.3% 4.4% 4.5%
Dividend Cover (excl. special) 0.8x 1.0x 0.9x 1.0x 1.0x 1.0x 1.1x 1.1x
Table 10: Balance sheet

Source: Company accounts, Peel Hunt estimates

Y/E December FY14A FY15A FY16A FY17A FY18A FY19E FY20E FY21E
Investment Property 1026 1101 1220 1362 1503 2447 2614 2786
Trading/development assets 0 0 0 0 0 0 0 0
Investment in JVs / Associates 0 0 0 0 0 0 0 0
Assets held for sale 0 0 0 0 0 0 0 0
Cash 12 3 5 4 6 16 20 26
Other assets 6 4 3 7 5 15 15 15
TOTAL ASSETS 1044 1108 1229 1372 1514 2479 2649 2828
Bank debt and bonds -667 -698 -668 -730 -676 -1217 -1342 -1467
Other -68 -65 -61 -55 -50 -78 -78 -78
TOTAL LIABILTIES -735 -762 -729 -786 -726 -1295 -1420 -1545
LTV 64% 63% 54% 53% 45% 49% 51% 52%
Basic NAV £309m £345m £499m £587m £788m  £1,184m  £1,229m  £1,283m
Adj NAV £422m £466m £622m £687m £834m £1,209m £1,254m  £1,308m
Closing number of shares 530m 531m 683m 683m 793m 1,134m 1,134m 1,134m
Adj NAV per share 80p 88p 91p 101p 105p 107p 111p 115p
Premium/discount 62% 47% 42% 28% 23% 21% 17% 12%

14
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Chart 16: Earnings per share Chart 17: Dividends per share
Source: Company accounts, Peel Hunt estimates Source: Company accounts, Peel Hunt estimates
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Chart 18: Adjusted NAV per share Chart 19: Loan to value

Source: Company accounts, Peel Hunt estimates Source: Company accounts, Peel Hunt estimates
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Chart 20: Total return and composition

Source: Company accounts, Peel Hunt estimates
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Key financials and valuation metrics

Chart 21: Historic NAV growth and premium/discount

Source: Company accounts, Peel Hunt estimates
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Chart 23: Relative share price performance

Source: Datastream

160

140

120

100 4
P

80
Feb 2014

Aug 2014

Feb 2015

Chart 24: Portfolio composition

Source: Company accounts, Peel Hunt estimates
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Chart 22: Dividend yield

Source: Company accounts, Datastream, Peel Hunt estimates
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Chart 25: Property valuation yields

Source: Company accounts, Peel Hunt estimates
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Recommendation structure and distribution

Recommendation distribution at 15 March 2019 All research published in the last 90 days

Corporate No  Corporate % No % Corporate % %
Buy 90 78 191 54 79 55
Add 8 7 51 14 7 16
Hold 10 9 82 23 8 22
Reduce 0 0 12 3 0 3
Sell 0 0 9 3 0 3
Under Review 7 6 8 2 6 2

Peel Hunt’'s Recommendation Structure is as follows:

Buy, > +15% expected absolute price performance over 12 months

Add, +5-15% range expected absolute price performance over 12 months

Hold, +/-5% range expected absolute price performance over 12 months

Reduce, -5-15% range expected absolute price performance over 12 months

Sell, > -15% expected absolute price performance over 12 months

Under Review (UR), Recommendation, Target Price and/or Forecasts suspended pending market events/regulation

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

Research Disclosures
Number Disclosure

1 Company is a corporate client of Peel Hunt

The Analyst has a shareholding in this Company

The Company holds >3% in Peel Hunt

Peel Hunt makes a market in this Company

Peel Hunt is Broker to this Company and therefore provides investment services to the Company

During the last 12 months Peel Hunt has received compensation from this company for the provision of investment banking
services

OO WwN

7 During the last 12 months Peel Hunt has acted as a sponsor/broker/ NOMAD/ financial advisor for an offer of securities from
this company

8 Peel Hunt holds >5% in Company (calculated under Market Abuse Regulation (EU) 596/2014)

9 1% beneficial ownership (calculated for purposes of FINRA under Section 13(d)/(g) of the Securities Exchange Act of 1934
and IIROC Rule 3400)

10 Peel Hunt holds a net long position that exceeds 0.5% in the Company (calculated under Market Abuse Regulation (EU)
596/2014).

11 Peel Hunt holds a net short position that exceeds 0.5% in the Company (calculated under Market Abuse Regulation (EU)
596/2014).

Recommendation history

Company Disclosures Date Rec Price Target Price
Primary Health Properties 1,4,5,7 15 Mar 19 Buy 129p UR
22 Feb 18 Buy 116p 125p
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This research material (the "Report”) is produced 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. The Peel
Hunt LLP analysts that prepare such are stated on the Report.

The Report must be treated as a marketing communications for the purposes of Directive 2014/65/EU as these have
not been prepared in accordance with legal requirements designed to promote the independence of research.
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 the Report 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. Information
that is non-factual, interpretive, assumed or based on the analyst's opinion shall not be interpreted as facts and
where there is any doubt as to reliability of a particular source, this is indicated; and

(2) no part of the research analyst’s or analysts’ compensation will be directly or indirectly related to the specific
recommendations or views contained in this research report and, as far as they are aware, there are no relationships
or circumstances (including conflicts of interest) that may in any way impair the objectivity of this recommendation,
and that where any such relationship, conflict or circumstance exists concerning any financial instrument or issuer to
which this recommendation directly or indirectly relates, this has been disclosed. This statement applies equally to
any persons closely associated with such analyst.

Peel Hunt LLP 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. For information
regarding potential conflicts of interest and the general approach taken by Peel Hunt LLP in relation to conflicts of interest,
please contact mar-disclosures@peelhunt.com.

The Report is for the use of the addressees only and is not intended for nor should be disseminated to Retail Customers as
defined in Directive 2014/65/EU. 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.

Each Report 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 the Report 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 Peel Hunt LLLP endeavours 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.

The Report 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.

The date and time when the production of the Reports is completed is the date and time stated on the relevant Report.
Additionally, unless specifically stated otherwise, the date and time for prices quoted for all stocks mentioned in the relevant
Report is the same as that shown on the front page of the relevant Report. For further detail of when any relevant Report
was first published, please contact mar-disclosures@peelhunt.com.

For further detail of our forecasts on any stock/company, please contact mar-disclosures@peelhunt.com.

Peel Hunt LLP’s methodology for assigning recommendations includes (unless otherwise indicated) the following: market
capitalisation, maturity, growth/value, volatility and expected total return. Target prices are derived from variety of
valuation methodologies, which include (unless otherwise indicated), but are not restricted to, analysis of market risk,
growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF),
EV/EBITDA, P/E, PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium
(discount)/average group P/E, sum of the parts, net asset value, dividend returns, and return on equity (ROE). All
investment recommendations provided are subject to changes in macro-economic information, such as GDP,
unemployment and inflation. Micro-economic information about the issuer such as quantitative and qualitative factors may
also be taken into account.

The time horizon for both recommendations and target prices is 12 months, unless otherwise stated in the relevant Report.

Peel Hunt LLP

Moor House

120 London Wall
London EC2Y SET

T: +44 (0) 20 7418 8900
F: +44 (0) 20 7305 7088

A Member of the London Stock Exchange.

Authorised and Regulated by the Financial Conduct Authority, 25 North Colonnade, Canary Wharf, London E14 5HS.
P E E I_ H U N T . CO M Registered in England and Wales No: OC357088. Registered office as above.
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For details of valuation methodologies, please see the relevant pages of each Report or previous Report.

The frequency of updates to Reports is not planned. Analysts endeavour to remain up-to-date on stocks at all times, and
generally write regular (but not frequent) Reports. Analysts will usually write in the event of a significant development.

It should be assumed that any Report has been reviewed by the issuer/company for factual accuracy, and that changes will
have been incorporated as a result of that review.

It should be assumed that for the purposes of Peel Hunt LLP’s business, including Market Making, Peel Hunt LLP may
hold 0.5%, or more, of the stocks it provides Reports in relation to. Financial instruments referred to in Reports where Peel
Hunt LLP is not a market maker, it may be a liquidity provider and engage in transactions in a manner inconsistent with the
recommendations in its Reports.

A list of recommendations made in the past 12 months by Peel Hunt LLP can be requested by contacting
mar-disclosures@peelhunt.com.

Peel Hunt LLP, its partners, members, employees or any affiliated company may have a position or holding in any of the
securities it researches, or in a related instrument. The Reports are 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.

Unless otherwise stated, Peel Hunt LLLP owns the intellectual property rights and any other rights in all material shown on
the Portal. No part of any Report may be modified, photocopied or duplicated in any form by any means or redistributed,
transmitted, published or derivative works created without the prior consent of Peel Hunt LLP. By accepting access to the
Portal you agree that you have read the above disclosure and to be bound by the foregoing limitations / restrictions.

Not for onward distribution into the People’s Republic of China.

US Disclosure: Peel Hunt LLP Reports are distributed to US investors by Peel Hunt Inc., which is a member of the
Financial Industry Regulatory Authority (“FINRA”) and the 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 the
Reports cover. 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: Peel Hunt LLLP Reports may only be distributed by Peel Hunt LLP to Permitted Clients as defined in
Section 1.1 of the National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations
(“NI 31-103”) in reliance on the International Dealer Exemption and International Adviser Exemption pursuant to
subsections 8.18(2) and 8.26(3) 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 FCA. 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. The Reports have not been prepared in accordance with
the disclosure requirements of Dealer Member Rule 3400 — Research Restrictions and Disclosure Requirements of the
Investment Industry Regulatory Organisation of Canada (“IIROC”).

Republic of South Africa Disclosure: Peel Hunt LLP Reports may only be distributed to clients as defined in the FAIS
Notice 37 of 2014 issued by the Financial Services Board. These Reports are distributed by Peel Hunt LLP under the
exemption granted from section 7(1) of the Financial Advisory and Intermediary Services Act, 2002.

Australia Disclosure: Peel Hunt LLP Reports are distributed in Australia by Peel Hunt LLP under the exemption in
Australian Securities and Investments Commission (“ASIC”) Class Order [CO 03/1099] from the requirement to hold an
Australia Financial Services Licence. This research may only be distributed to a “Sophisticated Investor” or a “Professional
Investor” and a "Wholesale Client" (within the meaning of sections 708(10), 708(11) and 761G of the Corporations Act
2001 (Cth) (the “Act”), respectively), being a person to whom an offer of securities can be made without disclosure under
Chapter 6D of the Act.

Peel Hunt LLP

Moor House

120 London Wall
London EC2Y SET

T: +44 (0) 20 7418 8900
F: +44 (0) 20 7305 7088

A Member of the London Stock Exchange.

Authorised and Regulated by the Financial Conduct Authority, 25 North Colonnade, Canary Wharf, London E14 5HS.
P E E I_ H U N T . CO M Registered in England and Wales No: OC357088. Registered office as above.



