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HOLD H1 2017 interim results
Price (26 July 2017) 114p

Rating HOLD

Target Price 110p

Bloomberg/Reuters codes: PHP LN / PHP.L

Market cap (£m) 682

Key financials

Year to Dec 2016A 2017E 2018E
NAVPS adj (p) 91 95 100
Prem. to NAV (%) 25 20 15
EPS adj (p) 4.8 5.3 5.6
PE adj (x) 23.9 21.4 20.5
DPS (p) 5.2 5.3 5.4
Div yield (%) 4.5 4.6 4.7

 

Prices are as of close 26 July 2017

All sources unless otherwise stated: Company
data, FactSet, Stifel estimates

 Summary
Interim results from PHP show the company is continuing to expand, having reached
303 centres in its portfolio with a value over £1.3bn. The average uplift on rent reviews
during the period rose to 1.6%, from 0.9% last year, suggesting that after a number of
years of very low rental growth in centres with open market leases due to the lack of
development across the sector, the market may now be showing signs of momentum
building. Dividends in the first half were up 2.2%, the company's 21st successive year
of dividend growth. We maintain our Hold rating, but highlight the dividend yield of 4.6%
(vs the REIT average 3.8%) and the continued positive sentiment towards the healthcare
property sector.

 Key Points
Valuation & rating. PHP's shares have performed in line with the sector year to date, up
3%, and trade at a 19% premium to the end-June NAV announced today. This is amongst
the highest premia to NAV in the sector, with the shares supported by a 4.6% dividend
yield, covered by earnings, and very favourable sentiment towards the underlying asset
class given its highly defensive characteristics. We think the shares can maintain the
premium rating, and perform in line with the sector, hence our Hold rating.

NAV 96.1p, up 5.5%, and ahead of our forecast of 93p, driven by like-for-like valuation
growth of 2.4% over the period, 90% of which was due to the net initial yield falling 13bps
to 5.04%, with the remaining 10% due to rent reviews and asset management projects.

EPS 2.6p, up 8.3% compared to the same period last year, slightly below our forecast
of 2.8p.

Dividends total 2.62p over the first two quarters (on both a paid and declared basis), in
line with our forecast of 2.62p, up 2.2%. This is the company's 21st successive year of
dividend growth, which is a record unmatched in the sector.

Operational performance. The average annualised uplift on 107 rent reviews with a
combined value of £13m completed in the period was 1.6%, resulting in a £0.4m increase
in the rent roll, up from 0.9% achieved over FY16A. 75% of the company's leases are on
an open market basis, with the balance having either fixed (6% of leases) or RPI-based
(19%) reviews.

Expansion. During the period PHP bought four new centres for a total of £18.6m,
including the milestone of its 300th medical property, plus its second acquisition in Ireland
with the forward funded development of a £6.4m scheme in Country Cork. The average
WAULT on acquisition of the four assets was 20 years. Post the period end, PHP acquired
three further healthcare centres in the UK for £35.5m, bringing the portfolio value to over
£1.3bn.

Target price methodology/risks
Our target price of 110p assumes a 4.9% dividend yield one year forward. The main risk
is a radical change in government policy (unlikely).

All relevant disclosures and certifications appear on pages  2 - 4 of this report.

Stifel does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this
report as only a single factor in making their investment decision.



Important Disclosures and Certifications

We, John Cahill and Miranda Cockburn, certify that our respective views expressed in this research report
accurately reflect our respective personal views about the subject securities or issuers; and we, John Cahill and
Miranda Cockburn, certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendations or views contained in this research report. Our European Policy for Managing
Research Conflicts of Interest is available at www.stifel.com.
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H:117.00p

02/22/2017
108.00p
H:110.00p*
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For a price chart with our ratings and any applicable target price changes for PHP.LN go to
http://stifel2.bluematrix.com/sellside/Disclosures.action?ticker=PHP.LN

Stifel or an affiliate is a market maker or liquidity provider in the securities of Primary Health Properties plc.
Stifel or an affiliate expects to receive or intends to seek compensation for investment banking services from Primary
Health Properties plc in the next 3 months.
The rating and, where applicable, target price history for Primary Health Properties plc and its securities prior to March
1, 2015 on the above price chart reflects research analyst views at Oriel Securities Limited (Oriel), which has now been
integrated into the Stifel research platform. Oriel utilized an investment rating system that was different from the rating
system currently utilized at Stifel. For a description of the investment rating system previously utilized by former Oriel
research analysts during the past three years, go to
http://www.stifel.com/docs/pdf/disclosures/Europe/Former%20Oriel%20Investment%20Rating%20System.pdf

The equity research analyst(s) responsible for the preparation of this report receive(s) compensation based on various
factors, including Stifel’s overall revenue, which includes investment banking revenue.
Our investment rating system is three tiered, defined as follows:

BUY -We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage
price change plus dividend yield.

HOLD -We expect a total return between -5% and 10% over the next 12 months with total return equal to the percentage
price change plus dividend yield.

SELL -We expect a total return below -5% over the next 12 months with total return equal to the percentage price change
plus dividend yield.

Occasionally, we use the ancillary rating of SUSPENDED (SU) to indicate a long-term suspension in rating and/or target
price, and/or coverage due to applicable regulations or Stifel policies. SUSPENDED indicates the analyst is unable to
determine a “reasonable basis” for rating/target price or estimates due to lack of publicly available information or the
inability to quantify the publicly available information provided by the company and it is unknown when the outlook will
be clarified. SUSPENDED may also be used when an analyst has left the firm.

Of the securities we rate, 49% are rated Buy, 41% are rated Hold, 2% are rated Sell and 8% are rated Suspended.
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Within the last 12 months, Stifel or an affiliate has provided investment banking services for 20%, 7%, 0% and 14% of
the companies whose shares are rated Buy, Hold, Sell and Suspended, respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price
methodology applicable to the companies mentioned in this publication that are within Stifel's coverage universe. For a
discussion of risks to target price please see our stand-alone company reports and notes for all stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities
referred to herein. Opinions expressed are subject to change without notice and do not take into account the particular
investment objectives, financial situation or needs of individual investors. Employees of Stifel, or its affiliates may, at
times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions expressed
within. Past performance should not and cannot be viewed as an indicator of future performance.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation
from issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a merger
or acquisition, or serving as a placement agent in private transactions.

Affiliate Disclosures

“Stifel”, includes Stifel Nicolaus & Company (“SNC”), a US broker-dealer registered with the United States Securities
and Exchange Commission and the Financial Industry National Regulatory Authority and Stifel Nicolaus Europe Limited
(“SNEL”), which is authorized and regulated by the Financial Conduct Authority (“FCA”), (FRN 190412) and is a member
of the London Stock Exchange.

Registration of non-US Analysts: Any non-US research analyst employed by SNEL contributing to this report is not
registered/qualified as a research analyst with FINRA and is not an associated person of the US broker-dealer and
therefore may not be subject to FINRA Rule 2241 or NYSE Rule 472 restrictions on communications with a subject
company, public appearances, and trading securities held by a research analyst account.

Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by SNEL is distributed by SNEL to “Major US Institutional Investors”
as defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. SNC may also distribute research
prepared by SNEL directly to US clients, including US clients that are not Major US Institutional Investors. In these
instances, SNC accepts responsibility for the content. SNEL is a non-US broker-dealer and accordingly, any transaction
by a US client in the securities discussed in the document must be effected by SNC. US clients wishing to place an order
should contact their SNC representative.

Canadian Distribution: Research produced by SNEL is distributed in Canada by SNC in reliance on the international
dealer exemption. This material is intended for use only by professional or institutional investors. None of the investments
or investment services mentioned or described herein is available to other persons or to anyone in Canada who is not a
“permitted client” as defined under applicable Canadian securities law.

UK and European Economic Area (EEA): This report is distributed in the EEA by SNEL, which is authorized and
regulated in the United Kingdom by the FCA. In these instances, SNEL accepts responsibility for the content. Research
produced by SNEL is not intended for use by and should not be made available to non-professional clients.

The complete preceding 12-month recommendations history related to recommendation(s) in this research report is
available at https://stifel2.bluematrix.com/sellside/MAR.action

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of
Companies, Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti
Monetari Brunei Darussalam. This document and the information contained within will not be registered with any relevant
Brunei Authorities under the relevant securities laws of Brunei Darussalam. The interests in the document have not been
and will not be offered, transferred, delivered or sold in or from any part of Brunei Darussalam. This document and the
information contained within is strictly private and confidential and is being distributed to a limited number of accredited
investors, expert investors and institutional investors under the Securities Markets Order, 2013 ("Relevant Persons")
upon their request and confirmation that they fully understand that neither the document nor the information contained
within have been approved or licensed by or registered with the Brunei Darussalam Registrar of Companies, Registrar of
International Business Companies, the Brunei Darussalam Ministry of Finance, the Autoriti Monetari Brunei Darussalam
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or any other relevant governmental agencies within Brunei Darussalam. This document and the information contained
within must not be acted on or relied on by persons who are not Relevant Persons. Any investment or investment activity
to which the document or information contained within is only available to, and will be engaged in only with Relevant
Persons.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in
accordance with local securities legislation which will vary from jurisdiction to jurisdiction and may require that a transaction
is carried out in accordance with applicable exemptions from registration and licensing requirements. Non-US customers
wishing to effect transactions should contact a representative of the Stifel entity in their regional jurisdiction except where
governing law permits otherwise. US customers wishing to effect transactions should contact their US salesperson.

The recommendation contained in this report was produced at 27 July 2017 03:22EDT and disseminated at 27 July 2017
03:22EDT.

The securities discussed in this report may not be available for sale in all jurisdictions and may have adverse tax
implications for investors. Clients are advised to speak with their legal or tax advisor prior to making an investment
decision.

Additional Information is Available Upon Request

© 2017 Stifel. This report is produced for the use of Stifel customers and may not be reproduced, re-distributed or passed
to any other person or published in whole or in part for any purpose without the prior consent of Stifel. Stifel Nicolaus
Europe Ltd. 150 Cheapside, London, EC2V 6ET. Registered in England Number 03719559
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