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Strong valuation gains, primarily the result of further yield contraction, 
have continued in Q2. Adjusted NAV has increased despite continuing 
dividend distributions. Asset growth appears consistent with our estimates 
and our underlying forecasts (excluding valuation gains) are unchanged. 
NHS planning suggests good growth prospects for the primary care 
property sector, and MedicX Fund offers a low-risk approach; it is neither 
developer nor operator but a long-term investor. A broad portfolio of 
modern primary care properties, long, quasi government-backed leases, 
and similar duration fixed-rate debt with modest (c 50%) gearing, provide 
secure cash flows to support the greater than 7% prospective yield. 

Year end Revenue 
(£m) 

PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

Yield 
(%) 

All-in NAV/ 
share (p)1 

DCF/share 
(p)2 

09/13 25.5 9.7 3.7 5.7 7.0 69.4 97.0 
09/14 29.5 10.7 3.1 5.8 7.1 65.3 93.4 
09/15e 33.7 13.0 3.6 5.9 7.3 66.4 N/A 
09/16e 37.2 13.7 3.7 6.0 7.4 66.8 N/A 

Note: *PBT and EPS are normalised, excluding intangible amortisation, asset revaluations, 
performance fees, exceptional items and share-based payments. 1Including adjustment for 
mark-to-market valuation of long-term, fixed-rate debt. 2Investment Adviser’s DCF. 

Further yield compression driving up valuations 
The quarterly (Q3) valuation of the portfolio by JLL as at 30 June reflects a net 
initial yield of 5.50%, down from 5.57% at the end of March and 5.68% at the end of 
September 2014. This continuing yield compression, resulting from competition for 
attractively-yielding assets, and some rental growth, generated a Q3 valuation gain 
of £6.7m. While positive for NAV, yield compression makes it more expensive to 
acquire assets, largely mitigated by supportive funding conditions. Q3 rent reviews 
covering rents of £1.7m generated an average 1.73% increase.  

Portfolio growth continuing 
During Q3, MedicX committed £10.1m to new investment. Of particular note is the 
first acquisition in Ireland, which followed a period of significant due diligence. The 
Investment Adviser believes that the market offers an attractive balance of yield and 
investment quality, and expects further investments. The pipeline of new investment 
opportunities remains strong at c £100m. A second (£25m) tranche of the £50m 
private placement of loan notes arranged in May is expected to be drawn in 
September, while the duration of an existing (£50m) loan note facility has recently 
been extended to more than 13 years at a slightly increased all-in cost. Across all 
facilities, the average unexpired term is 15 years at a fixed cost of 4.45%.  

Valuation: Attractive portfolio cash yield 
The Fund offers an attractive prospective yield of more than 7%. With portfolio 
growth, we forecast cover to build further, to c 60% in FY15 and c 64% in FY16. 
The Investment Adviser’s Q315 DCF value per share of the Fund’s predictable 
cash flows increased to 94.5p (March 2015: 93.5p), using unchanged assumptions 
(weighted average discount rate 7.08%).  
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Continuing asset growth and further valuation gains 

MedicX Fund has reported on its net asset value for 30 June 2015 – the end of the third quarter 
(Q3) of the current fiscal year to 30 September 2015. Full-year results are scheduled for release on 
9 December 2015. The Q3 statement also gives a short update on the Fund’s progress during the 
quarter. Previously disclosed asset acquisition and rental growth appear consistent with our 
forecasts and the only adjustments that we have made to our forecasts are to incorporate the 
continuing strong valuation gains (stronger in Q3 than we had allowed for during H2 as a whole), 
and to reduce the negative mark-to-market adjustment on fixed-rate debt in line with the 30 June 
value. This benefited from higher gilt yields during the quarter. Within the P&L, there is a slight 
follow-on to forecast property management expense from the higher average asset value.  

Exhibit 1: Estimate revisions 
 Revenue (£m) EPS (p) DPS (p) Adj. NAVPS (p) All-in NAVPS (p) 

 Old New % change Old New % change Old New % change Old New % change Old New % change 
09/15e 33.7 33.7 0.0 3.6 3.6 0.0 5.90 5.90 0.0% 68.3 69.7 2.0 63.5 66.4 4.5 
0916e 37.2 37.2 0.0 3.7 3.7 0.0 6.00 6.00 0.0% 68.7 70.0 1.9 63.9 66.8 4.5 
Source: Company date, Edison Investment Research. Note: *PBT and EPS are normalised, excluding intangible amortisation, asset 
revaluations, performance fees, exceptional items and share-based payments. 

Based on the quarterly valuation of the portfolio by Jones Lang LaSalle LLP at 30 June 2015, Q3 
valuation gains were £6.7m. Including the gain of £12.8m reported at the half year, this brings the 
total gain year to date to £19.5m. The gains are substantially driven by a further decline in the net 
initial yield used to value the portfolio, to 5.50% at 30 September from 5.57% at 31 March and 
5.68% at 30 September 2014. Portfolio properties were valued at £556.0m at 30 June 2015 on the 
basis that all are complete. We had been assuming a valuation increase of £2.6m for H215 as a 
whole, based on our estimate of the impact of rental growth and explicitly making no assumption 
about valuation yields. We have increased the H215 estimate to £8.0m (an additional £1.3m in Q4), 
reflecting rental growth for the balance of the year, but no further yield changes. 

Adjusted NAV (NAV adjusted mainly for deferred taxes and fair value adjustments to reset loans) 
increased to £255.9m (70.1p per share) from £250.6m (68.8p) at 31 March. The Fund also reports 
NAV with fixed-rate debt marked-to-market (the fair value of the debt increases as market interest 
rates decline, increasing the size of the fair value liability on the balance sheet). Gilt yields 
increased during the quarter (the 20-year gilt yield from 2.29% at 31 March to 2.75% at 30 June) 
with a positive impact on the mark-to-market value of fixed-rate debt, taking the all-in NAV on this 
basis to £244.0m (66.8p per share vs 61.5p at 31 March). With no change in the assumptions, the 
Investment Adviser’s DCF valuation increased to £344.9m (94.5p per share) from £340.6m (93.5p) 
at 31 March.  

Average rent increases have continued at a similar pace to the first half of the year. In the financial 
year to date, 14 leases and rents of £1.7m have been reviewed and the equivalent of a 1.73% per 
year increase was achieved. Open market reviews (74% of the total) showed an average uplift of 
1.21% pa and are yet to show any sign of the acceleration that the Investment Adviser expects over 
time. This is expected to follow a pick-up in new development schemes, which should set new, 
higher, rental evidence to reflect underlying increases in building and land costs.  

£10.1m was invested in two new forward-funding commitments during the quarter, including a first 
investment in Ireland. The portfolio now consists of 143 properties (of which nine are under 
construction) with an annualised rent roll of £34.4m. The pipeline of new investment opportunities 
remains strong, at c £100m in value when fully developed. Year to date the fund has committed 
£27.3m to new investment, including £17.2 m in H1. Our forecasts are based on £38m of new 
investment for the year to 30 September 2015.  
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Financing activity during the quarter has been focused on optimising the Fund’s existing debt. In 
April, the Fund agreed the issue of £50m of new long-term loan notes to a single investor, maturing 
in 2028, with no amortisation, at an all-in rate of 3.838%, reducing the average weighted fixed-rate 
cost of debt. £25m was drawn at issue and a second £25m tranche will be drawn in September. 
Since June, another previously existing loan note facility (also £50m) has been renegotiated so as 
to extend the term from an original five years (of which a little over four years was remaining) to 13 
years and five months. The all-in interest rate increased from 3.80% to 3.99%, but given the decline 
in benchmark gilt yields between August 2014, when the note was issued, and the May 2015 
renegotiation, this represents an effective interest saving compared with the rate that could have 
originally been expected on the longer maturity. We estimate that c £0.3m pa has been saved on 
each of the remaining (more than 13) years, by comparing the notional 15-year gilt yield at the end 
of August 2014 (c 2.70%) with the equivalent yield at the end of May 2015 (c 2.22%) as provided by 
Bloomberg. Across all the Fund’s facilities, other than the revolving credit facility, the weighted 
unexpired term is 15 years with an average weighted fixed cost of 4.45%. At H1, the comparables 
were 14.2 years and 4.52%.  

The Fund expects to pay 5.9p in dividends in the current year (FY14: 5.8p), barring unforeseen 
circumstances. The directors have approved a quarterly dividend of 1.475p per ordinary share for 
the period 1 April 2015 to 30 June 2015, which will be paid on 30 September 2015 to ordinary 
shareholders on the register as at 14 August 2015. The ex-dividend date is 13 August 2015. 
Shareholders elected to take 10.1% of the Q215 dividend (1.475p per share), covering the period 1 
January 2015 to 31 March 2015, in scrip. 
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Exhibit 2: Financial summary 
Year end 30 September  £'000s 2013 2014 2015e 2016e 
PROFIT & LOSS        
Revenue     25,537 29,488 33,723 37,199 
Cost of Sales   (413) (666) (845) (823) 
Gross Profit   25,124 28,822 32,878 36,376 
EBITDA     20,616 23,664 27,162 30,283 
Operating Profit (before GW and except.)     20,616 23,664 27,162 30,283 
Intangible Amortisation   0 0 0 0 
Revaluation of investment properties   248 11,649 20,477 9,215 
Investment advisory performance fee / loss on disposal of property   (240) (1,888) 0 0 
Operating Profit   20,624 33,425 47,639 39,498 
Net Interest   (10,959) (12,989) (14,149) (16,621) 
Profit Before Tax (norm)     9,657 10,675 13,012 13,661 
Profit Before Tax (FRS 3)     9,665 20,436 33,489 22,876 
Deferred tax on fair value movements in property values   (299) (264) (1,130) 0 
Profit After Tax (norm)   9,656 10,675 13,013 13,663 
Profit After Tax (FRS 3)   9,366 20,172 32,359 22,876 
       Average Number of Shares Outstanding (m)   263.4 341.4 356.9 367.2 
EPS - normalised (p)     3.7 3.1 3.6 3.7 
EPS - FRS 3 (p)     3.6 5.9 9.1 6.2 
Dividend per share (p)   5.70 5.80 5.90 6.00 
       Gross Margin (%)   98.4 97.7 97.5 97.8 
EBITDA Margin (%)   80.7 80.2 80.5 81.4 
Operating Margin (before GW and except.) (%)   80.7 80.2 80.5 81.4 
       BALANCE SHEET       
Fixed Assets     426,649 502,906 562,646 651,861 
Intangible Assets   0 0 0 0 
Tangible Assets   399,502 492,252 536,618 630,833 
Properties under construction   27,147 10,654 26,028 21,028 
Current Assets     38,067 39,306 31,676 39,881 
Stocks   0 0 0 1 
Debtors   11,004 8,181 6,676 14,879 
Cash   27,063 31,125 25,000 25,000 
Current Liabilities     (19,994) (56,714) (20,027) (27,898) 
Creditors   (18,865) (23,866) (20,027) (27,898) 
Short term borrowings   (1,129) (32,822) 0 0 
Financial derivatives   0 (26) 0 0 
Long Term Liabilities     (273,732) (254,798) (321,677) (407,643) 
Long term borrowings   (272,615) (253,485) (319,449) (405,415) 
Other long term liabilities   (1,117) (1,313) (2,228) (2,228) 
Net Assets     170,990 230,700 252,618 256,202 
Net Assets excluding goodwill and deferred tax     171,832 231,764 253,367 256,948 
NAV/share (p)   62.5 65.4 69.3 69.6 
Adjusted NAV per share   63.1 65.8 69.7 70.0 
Est. value/share of Fund's long-term fixed rate debt (p)   6.3 -0.5 -3.3 -3.3 
NAV/share including benefit of long-term debt (p)   69.4 65.3 66.4 66.8 
       CASH FLOW       
Operating Cash Flow     18,515 35,578 24,684 29,951 
Net Interest    (11,495) (11,342) (13,721) (16,621) 
Tax   0 0 0 0 
Capex   0 0 0 0 
Acquisitions/disposals   (30,428) (42,161) (37,938) (80,000) 
Financing   (1,757) 55,577 6,669 0 
Dividends   (13,610) (16,759) (17,585) (19,295) 
Net Cash Flow   (38,775) 20,893 (37,891) (85,965) 
Opening net debt/(cash)     189,206 246,681 255,182 294,449 
HP finance leases initiated   0 0 0 0 
Other items (including debt assumed on acquisition)   (18,700) (29,394) (1,376) (0) 
Closing net debt/(cash)     246,681 255,182 294,449 380,415 
Source: Company data, Edison Investment Research  
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by MedicX Fund and prepared and issued by Edison for publication globally. All information used in the 
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2015. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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