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PHP’s adjusted interim profits were in line with expectations, but yield shift 

meant that revaluation gains and hence NAV were ahead. We have revised our 

forecasts to reflect this, plus lower debt and admin costs from 2H15. With full 

dividend cover expected to be achieved on an annualised basis by y/e our DDM 

derived target has increased 5% to 393p. Management still appear frustrated by 

the slow pace of development in the sector, but encouraged that political 

support now seems to be in place. Given the recent strong performance and 

current premium to NAV we maintain our Hold rating, despite a yield of 4.9%. 
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The largest primary care property 
investor in the UK. 

 Results in line: PHP’s interim results were in line with full year expectations, 

with EPRA earnings increasing 20% to 8.9p per share on the back of a 5% rise in 

net rental income. A revaluation gain of £24m helped to boost EPRA NAV by 6%, 

which was ahead of our forecast. The interim dividend was 10p as expected, in 

line with our 20p forecast for the full year. Dividend cover thus increased to 89%. 

 Revised forecasts: We have upgraded our NAV forecasts by 6-7% for FY15-16, 

to take account of the yield compression and £24m revaluation gain in 1H15. 

EPRA EPS are also 9% higher in FY16 owing to lower finance and admin costs. 

 Dividend cover: Management expect the annualised cover to be 100% by year-

end, adding the comment “and then we can start talking about something else”. 

The path to 100% cover has been accelerated by admin cost savings last year 

and the 43bps saving from debt and swap restructuring in 1H15. 

 Valuation upgraded with dividend cover: The shares trade on a 16% premium 

to our FY15 NAV forecast, while yielding 4.9%. Using a 100% dividend cover  

forecast has increased our target 5% to 393p. PHP has facilities of £87m after 

committed capex and 25% unsecured debt, but with a net LTV of 63% the 

possibility of a capital raise remains, if a large enough acquisition presents itself. 
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Dec Year End FY12 FY13 FY14 FY15E FY16E

Total revenues (£m) 32.8          41.9          60.0          63.9          67.9          

Net operating income (£m) 32.7          41.6          59.3          63.1          67.1          

EBITDA (£m) 27.6          36.1          52.5          56.4          60.1          

PBT (£m) 1.1            20.2          36.9          60.9          40.5          

Reported EPS (p) 1.6            22.7          33.2          54.7          36.3          

EPRA EPS (p) 8.0            7.6            16.4          19.4          21.5          

DPS (p) 18.5          19.0          19.5          20.0          20.5          

Net (debt)/cash (£m) (376.5)      (587.1)      (655.2)      (711.1)      (764.7)      

Net LTV (%) 60% 62% 64% 63% 64%

Reported NAVPS (p) 236           274           278           312           328           

EPRA NAVPS (p) 305           300           319           353           369           

P/NAV (x) (EPRA) 1.34          1.37          1.29          1.16          1.11          

Dividend Yield (%) N/A 4.6            4.8            4.9            5.0            
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Full cover now in sight 

HOLD 

Interim results 

 

26 August 2015 

 

mailto:mark.cartlich@sanlamsecuritiesuk.com


Primary Health Properties                                                               

26 August 2015 

2 
 

Interim results 
 Results in line: PHP’s interim results were in line with full year expectations, 

with EPRA earnings increasing 20% to £10m and 20% to 8.9p per share on the 

back of a 5% rise in net rental income to £31m. IFRS pre-tax profit was 47% 

higher at £32m, due to a revaluation gain of £24m, which helped to boost EPRA 

NAV by 6% to 339p, which is ahead of our forecast. The interim dividend was 

10p as expected, in line with our 20p forecast for the full year. Dividend cover 

thus increased to 89% in 1H15 from 84% in FY15. While the dividend will now 

be paid quarterly and a 4 for 1 stock split is planned for October. 

 Further yield compression: The revaluation gain was partly responsible for the 

10% YoY increase in the property valuation to £1.1bn, which was reached using 

a net initial yield of 5.39% from 5.52% at year end. The remaining 8% of the 

increase was driven by the seven acquisitions in the period, although only two 

are income producing and the remainder in development. The group also 

achieved an average increase of 1.1% annualised on rent reviews completed 

and the portfolio is 99.6% let. 

 Further pipeline to boost dividend cover: Management said there was a good 

pipeline of further acquisition at good yields. With the recent debt and swap 

restructuring PHP was able to reduce average debt costs by 43 basis points, in 

turn improving dividend cover towards 100%, which remains the main priority. 

The outlook statement was also positive on government support for primary care 

development within the NHS Five Year Forward View, although light on 

specifics.  

Interim results (£m) 

 

Source: Sanlam Securities UK 

December y/e 1H14 1H15 Change

Gross rental income 29.4 31.0 5.3%

Net property expenses (0.3)           (0.4)           41.6%

Net rental income 29.1 30.6 4.9%

Revaluation of investment properties 16.1 23.9 48.8%

Administrative expenses (3.7)           (3.4)           -7.9%

Other income and expenses 0.0 0.0 0.0%

Non recurring expenses (2.4)           -            N/A

Net operating profit 39.1 51.1 30.7%

Interest income 0.4 0.5 30.5%

Interest expenses (17.6)         (17.8)         1.1%

Fair value gain on derivatives 1.1 2.3 105.1%

Loan repayment fees (0.9)           -            N/A

Profit before taxation 22.0 32.4 47.0%

EPRA earnings 8.2 9.9 19.9%

Adjusted earnings 9.1 9.9 8.1%

Diluted earnings 22.4 34.1 52.1%

Average shares outstanding (m) 110.9 111.3 0.3%

Basic EPS (p) 19.9 29.1 46.5%

EPRA EPS (p) 7.4 8.9 19.5%

Adjusted EPS (p) 8.2 8.9 7.7%

Diluted shares 115.9 132.5 14.4%

Diluted EPS (p) 19.4 25.8 33.0%

DPS (p) 9.8 10.0 2.6%

Dividend cover 84% 88% 5.0%

Basic NAVPS (p) 281.8 300.1 6.5%

EPRA NAVPS (p) 307.8 339.0 10.1%
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Financial summary  

 

Source: Company data, Sanlam Securities UK 

Dec Year End FY12 FY13 FY14 FY15E FY16E

P&L (£m)

Total revenues 32.8          41.9          60.0          63.9          67.9          

Net operating income 32.7          41.6          59.3          63.1          67.1          

EBITDA 27.6          36.1          52.5          56.4          60.1          

Revaluation gains (1.8)           2.3            29.2          39.3          16.5          

EBIT 25.9          38.5          81.7          95.7          76.5          

Net interest expense (20.2)         (26.0)         (34.3)         (34.8)         (36.1)         

Fair value gains/(losses) & fees (4.5)           10.5          (8.1)           -            -            

Non recurring expenses -            (2.7)           (2.4)           -            -            

PBT 1.1            20.2          36.9          60.9          40.5          

Average shares outstanding (m) 72.7          89.1          111.0        111.3        111.4        

Reported EPS (p) 1.6            22.7          33.2          54.7          36.3          

EPRA EPS (p) 8.0            7.6            16.4          19.4          21.5          

Balance sheet (£m)

Investment properties 622.4        941.5        1,026.2    1,120.5    1,191.9    

Other non current assets 3.1            0.5            0.0            0.0            0.0            

Receivables 2.9            4.8            5.7            6.0            6.4            

Other current assets 25.1          9.3            12.1          11.1          12.4          

Long term borrowings 321.7        592.6        666.6        721.4        776.3        

Other long term liabilities 45.3          21.5          35.2          35.2          35.2          

Short term borrowings 79.9          3.8            0.7            0.8            0.8            

Other current liabilities 27.6          35.8          32.4          32.4          33.0          

Net assets 179.1        302.4        309.1        347.8        365.4        

Closing net debt 376.5        587.1        655.2        711.1        764.7        

Cashflow (£m)

Operating cash flow 35.4          36.7          49.0          56.1          60.2          

Interest & tax (10.5)         (18.4)         (24.1)         (34.8)         (36.1)         

Capex / Acquisitions (45.3)         (54.5)         (53.9)         (54.9)         (54.9)         

Dividends (12.2)         (16.1)         (20.7)         (22.3)         (22.8)         

Equity 11.7          57.6          (7.7)           -            -            

Net proceeds from borrowings 45.9          (21.0)         60.1          54.9          54.9          

Change in cash 25.0          (15.8)         2.8            (1.0)           1.3            

Closing cash 25.1          9.3            12.1          11.1          12.4          

Growth rates (%)

Revenues 8.1            26.6          42.9          6.6            6.2            

EBITDA 8.6            30.8          45.2          7.4            6.5            

Net Income (91.1)         1,689.4    82.4          65.1          (33.6)         

EPRA NAVPS (4.3)           (1.8)           6.4            10.8          4.5            

Operating ratios (%)

NOI margin 98.8% 99.1% 98.8% 98.8% 98.8%

EBITDA margin 83.3% 86.1% 87.5% 88.2% 88.4%

EBIT margin 78.0% 91.6% 136.2% 149.7% 112.7%

EPRA EPS/DPS 43% 40% 84% 97% 105%

Leverage

Net debt/equity 210% 194% 212% 204% 209%

Pre-revaluation interest cover (x) 1.3            1.4            1.5            1.6            1.7            

Gross LTV (%) 64% 63% 65% 64% 65%

Net LTV (%) 60% 62% 64% 63% 64%
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Disclosures and disclaimers 

This document, which for regulatory purposes, in the UK, is a marketing 
communication as contemplated in s.21 Financial Services and Markets Act (FSMA) 
2000, is issued by Sanlam Securities UK Limited (‘SSUK’) 
 

Disclosure Checklist 

 

1. SSUK acts as a broker to the company. 

2. SSUK acts as a nominated or financial adviser to the company. 

3. SSUK has in the last twelve months acted as adviser to the company or  
provided investment banking services for which it has received compensation. 

4. SSUK has a shareholding (including any positions held as warrants  
or options (if exercised) of between 5-10% of the share capital of the company. 

5. SSUK is party to an agreement whereby the production of research on the  
company is one of the services SSUK has agreed to provide to the company. 

6. The author of this report owns shares in the company. 
 

Recommendation definitions 

BUY Share price appreciation of 10% or more in absolute terms over 12-24 months 

HOLD Share price appreciation or depreciation of less than 10% in absolute terms over 

12-24 months 

SELL Share price depreciation of 10% or more in absolute terms over 12-24 months 

SPEC BUY Share price appreciation of 10% or more in absolute terms over 12-24 months, 

but with an unusual level of risk relative to return 
 

 
General risks 

This document makes a number of assumptions regarding the outlook for trading and market 
conditions affecting the company(s) discussed herein, relating to many factors including but 
not limited to demand for their products and services, specific drivers for future growth and 
assumptions regarding the economic climate in the UK and overseas. In the event of an 
adverse change in some or all of these factors, there is a risk that trading and market 
conditions deteriorate adversely affecting their prospects and share prices. 
 
Investing involves risk and the value of investments and the income from them may fall 
as well as rise and are not guaranteed. Investors may not get back the original amount 
invested. Past performance is not a reliable indicator of future results. 

 
Nothing in this document constitutes a representation that any investment strategy or 
recommendation is suitable or appropriate to an investor’s individual circumstances or 
otherwise constitutes a personal recommendation. Investors should exercise prudence and 
their own judgement in making their investment decisions. You must therefore consider the 
investment risks carefully.  You should consider whether or not investment in shares is 
suitable for you based upon your attitude to risk, your financial resources and your investment 
objectives.    
 
Investments in general and, derivatives, in particular, involve numerous risks, including, 
among others, market risk, counterparty default risk and liquidity risk. No security, financial 
instrument or derivative is suitable for all investors. In some cases, securities and other 
financial instruments may be difficult to value or sell and reliable information about the value 
or risks related to the security or financial instrument may be difficult to obtain. Levels and 
basis for taxation may change. 
 
 

Important disclosures 

The information contained herein is subject to updating, completion, revision, further 
verification and amendment and in any way, without liability or notice to any person. In 
addition, no duty of care or otherwise is owed to recipients of this report or any other person in 
relation thereto. Recipients of this report should conduct their own investigation, evaluation 

Company Relevant disclosure 

Primary Health Properties (PHP.L) n/a 
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and analysis of the business, data and property described in this report. The contents are not 
directed at, may not be suitable for and should not be relied on by anyone who is not an 
investment professional including retail clients. SSUK does not provide investment advisory 
services to retail clients.  
 
This research report is not directed at you if SSUK is prohibited or restricted by any legislation 
or regulation in any jurisdiction from making it available to you. This research report is not an 
offer or a solicitation to buy or sell any security. It has not been prepared in accordance with 
legal requirements designed to promote the independence of research. Non independent 
research is not subject under the Markets in Financial Instruments Directive ("MiFID") to any 
prohibition on dealing ahead of the dissemination of research.  
 
SSUK may undertake business and seek to do business with companies covered in its 
research reports. As a result, investors should be aware that SSUK may have a conflict of 
interest that could affect the objectivity of this report. However, SSUK is required by the FCA 
to have policies in place to manage conflicts of interest which may arise in its production. 
 
This report has been published and distributed in accordance with our Research and 
Conflicts Management Policy which sets out the organisational and administrative 

arrangements for managing research conflicts of interest within SSUK. Additional disclosures 
regarding previous and current research recommendations made by SSUK, a copy of the 
Research and Conflicts Management Policy and further information regarding the distribution 
of ratings are available on our website: http://www.sanlamsecuritiesuk.com 
 
Disclaimers 

 
When distributing this document, SSUK is not acting for any recipient of this document 
and will not be responsible for providing advice to any recipient in relation to this 
document. 

This article is for information purposes and should not be treated as advice to buy or sell any 
security or to adopt any trading strategy. Any views expressed above are based on 
information received from a variety of sources which we believe to be reliable, but are not 
guaranteed as to accuracy or completeness by SSUK. Any expressions of opinion are subject 
to change without notice. This document may include references to certain publicly available 
reports and industry sources. We may not have verified all of this information with third parties 
and cannot guarantee the accuracy, reasonableness or completeness of the information 
received from sources consulted for this publication and SSUK accepts no liability whatsoever 
(in negligence or otherwise) for any loss howsoever arising from any use of this document or 
its contents or otherwise arising in connection with this document (except in respect of wilful 
default and to the extent that any such liability cannot be excluded by the applicable law). This 
document is not to be relied upon and should not be used in substitution for the exercise of 
independent judgment. 

This document may include certain statements, estimates and projections with respect to 
anticipated future performance. Such statements, estimates and projections are based on 
information considered reliable and may reflect various assumptions made concerning 
anticipated results, which may or may not prove correct. No representation or warranty is 
made as to the accuracy of such statements, estimates and projections or as to their fitness 
for the purpose intended and should not be relied upon as such. Opinions expressed are 
current opinions as of the date appearing on this material only. SSUK or other third parties 
may have issued other reports that are inconsistent with, and reach different conclusions from, 
the information presented in this report. Those reports reflect the different assumptions, views 
and analytical methods of the person(s) who prepared them. 

The information contained in this document is confidential and is solely for use of those 
persons to whom it is addressed and may not be reproduced, further distributed to any other 
person or published, in whole or in part, for any purpose. Other persons who receive this 
document should not rely on it 

SSUK or one or more of its associates or a director or an employee of SSUK or of an 
associate may from time to time have a position, or may have undertaken or may undertake 
an own-account transaction, in a security referred to in this document, or a related security.  

A company covered in this research may have paid for an analyst’s reasonable expenses to 
visit their premises or offered modest hospitality or entertainment; further details are available 
on request.  
 
 

http://www.sanlamsecuritiesuk.com/
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South African Disclaimer  

 
This document is an analysis of a financial product without any express or implied 
recommendation, guidance or proposal that any particular transaction in respect of the 
financial product is appropriate to the particular investment objectives, financial situation or 
particular needs of any client. SSUK is not a financial services provider in South Africa and 
nothing in this document should be construed as constituting the offering of, canvassing for, or 
marketing or advertising of financial services by SSUK in South Africa. This document is not 
intended to be a recommendation, offer or invitation to take up securities or other financial 
products. The information contained in this document is general information and research 
material only, provided with a view to assisting the recipient in deciding whether it wishes to 
proceed with further investigation.    
 
It is not intended to constitute a securities recommendation and should not be construed as 
constituting any form of investment advice or recommendation, guidance or proposal of a 
financial nature in respect of any investment or transaction. This document is not an 
advertisement and does not constitute or form part of, and should not be construed as, an 
offer or invitation to sell or any solicitation of any offer to purchase or subscribe for any 
ordinary shares in any jurisdiction. This document does not constitute an "offer to the public or 
any section of the public “as contemplated by the South African Companies Act, 2008 and it is 
not directed at prospective recipients in the Republic of South Africa who would fall within 
such a meaning. This document does not, nor is it intended to, constitute a "registered 
prospectus" (as that term is defined in the South African Companies Act, 2008).  Neither this 
document, nor any part of it, nor anything contained or referred to in it, nor the fact of its 
distribution, should form the basis of or be relied on in connection with or act as an 
inducement in relation to a decision to purchase or subscribe for or enter into any contract or 
make any other commitment whatsoever in relation to any financial product. No representation 
or warranty, express or implied, is given by or on behalf of SSUK, its respective directors and 
affiliates or any other person as to the accuracy or completeness of the information or 
opinions contained in this document and no liability whatsoever is accepted by SSUK, its 
respective directors and affiliates or any other person for any loss how so ever arising, directly 
or indirectly, from any use of such information or opinions or otherwise arising in connection 
therewith. If you are in any doubt as to the action you should take, please consult your 
stockbroker, attorney, accountant, banker or other professional advisor. 
 
 
Copyright 2015 Sanlam Securities UK Limited.
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