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$1.25B Steward Health Acquisition

Upsized Equity Offering Bolsters Unique Position

We view MPW's $1.25B Steward Health Care System investment and upsized
equity offering positively - adding a new operator relationship and portfolio
diversification benefits. MPW is acquiring nine hospital properties from Steward
(a Cerberus Capital Management affiliate) for $1.2B along with a $50M equity
investment in Steward. Combined with the additional portfolio/capital market
activities (~$800M dispositions, $300M MEDIAN investment, 11.9M share
ATM), MPW projects ~10% per share accretion. We believe MPW will continue
to leverage its unique market position into additional opportunities.

* The deal structure with Steward Health is anticipated to be split equally
between master lease (five properties) and mortgage loan arrangements
(four properties) with cross-default provisions and corporate guarantees,
reflecting a 10.1% GAAP cap rate and CPI based escalators. The agreement
also includes the right of first refusal for MPW to acquire future Steward
hospitals.

MPW will invest $50M in equity in Steward Health that, in addition to providing
a 4.9% economic interest, offers certain protective rights regarding Steward
credit decisions. Cerberus has also agreed to invest $150M in MPW through
a private placement transaction.

The Steward deal should deliver meaningful diversification benefits, with
Steward becoming MPW's largest tenant at 17.8% of assets (replacing Prime
previously at 20.8%). Prime, MEDIAN, Ernest, Adeptus and RCCH fill the
next five spots, representing 16.1%, 14.9%, 8.7%, 7.1% and 6.5% of total
gross assets, respectively.

* MPW raised ~$700M in equity through its 50M share overnight equity offering
(priced at $14.50) and expects an additional $150M private placement from
Cerberus. While the company initially projected an incremental ~$700M in
debt, with the upsized equity offering, we think the debt offering may be more
likely in the $500M range, helping MPW maintain its low leverage.

* We view this deal positively, and think it further strengthens MPW as a key
financial partner with its hospital tenants. We also believe the deal size and
relationship should enhance MPW's recognition and unique position in the
hospital sector.

* We have updated our model, with our 2016 Normalized FFO estimate
moving lower to $1.19 (from $1.30), reflecting the upsized equity offering and
assumed incremental $500M in debt, but no Steward revenue (assume deal
closes near year end for modeling purposes). Our 2017-2018 Normalized
FFO estimates move higher to $1.38, and $1.47 (from $1.34 and $1.43),
reflecting the expected incremental benefits of the Steward investment.
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Market Cap ($M)

ADTV

Shares Out (M)

Short Interest Ratio/% Of Float
Dividend/Yield

TR to Target

Total Debt

Cash And Equivalents

($M)

2015A 2016E

Curr. Prior

FFO

1Q $0.28 $0.35A  $0.35

2Q $0.30 $0.32A  $0.32

3Q $0.32 $0.31 $0.31

4Q $0.35 $0.23 $0.32

CY $1.25 $1.19 $1.30

P/FFO  11.8x 12.4x

AFFO

CY $1.17 $1.11 $1.19

P/AFFO 12.6x 13.3x

Revenue ($M)

CY $442 $517 $517

P/Sales  8.0x 6.8x

Consensus FFO

CcY $1.25 $1.30

FYE Dec

Prior: $18.00

$14.80

$15.80-$9.86

$3,537
3,172,050
239.0

7.0%
$0.92/6.2%
27.8%

$2,758.6
$181.6

2017E

Curr. Prior

$0.33
$0.34
$0.35
$0.36
$1.38
10.7x

$0.32
$0.33
$0.34
$0.35
$1.34

$1.24
11.9x

$1.27

$656
5.4x

$536

$1.33
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ousand Q Q Q 4Q 0 Q16 Q16

Revenues

Total revenues 95,961 99,801 114,570 131,546 441,878 134,999 126,300 127,379 128,235 516,913 158,908 161,085 166,985 169,339 656,317 688,091

% change YoY 31.3% 30.4% 41.8% 60.2% 41.4% 40.7% 26.6% 11.2% (2.5%) 17.0% 17.7% 27.5% 31.1% 32.1% 27.0% 4.8%

Expenses

Real estate D&A 14,756 14,956 20,016 20,140 69,868 21,142 22,832 20,000 20,113 84,087 25,224 25,338 25,450 25,563 101,575 103,687

Property-related 351 530 1,727 1,184 3,792 901 784 1,045 1,021 3,751 1,150 1,273 1,330 1,401 5,154 6,001

Acquisition expenses 6,239 25,809 24,949 4,345 61,342 (1,065) 4,767 987 888 5,577 625 650 587 525 2,387 2,625

G&A 10,905 10,642 10,778 11,314 43,639 11,471 12,045 11,106 11,525 46,147 11,975 12,090 12,185 12,275 48,525 50,705

Total operating expenses 32,251 51,937 57,470 36,983 178,641 32,449 47,803 33,138 33,547 146,937 38,974 39,351 39,552 39,764 157,641 163,018
Operating income 63,710 47,864 57,100 94,563 263,237 102,550 78,497 94,241 94,688 369,976 119,934 121,734 127,433 129,575 498,676 525,073
% margin 66.4% 48.0% 49.8% 71.9% 59.6% 76.0% 62.2% 74.0% 73.8% 71.6% 75.5% 75.6% 76.3% 76.5% 76.0% 76.3%

Other income (expense)

Interest and other income (375) (563) (80) (484) (1,502) (319) 16,928 0 0 16,609 0 0 0 0 0 0

Interest expense (27,359) (24,812) (33,897) (35,741)| (121,809) (44,005) (41,501) (36,465) (42,880)( (164,850) (42,790) (42,701) (42,612) (42,523)| (170,626)| (169,942)

Net other expense (27,734) (25,375) (33,977) 36,225 123,311 (44,324) (24,573) (36,465) (42,880)| (148,241) (42,790) (42,701) (42,612) (42,523)| (170,626)| (169,942)

Income from continuing operations 35,976 22,489 23,123 58,338 139,926 58,226 53,924 57,776 51,808 221,735 77,144 79,033 84,821 87,052 328,050 355,131

shares - diluted 203,615 208,640 223,948 237,011 218,304 237,819 239,008 252,241 312,320 260,347 312,520 312,720 312,920 313,120 312,820 313,505

FFO information:

Net income 35,897 22,407 23,057 58,238 | 139,473 57,927 53,724 57,726 51,758 | 221,136 77,084 78,973 84,761 86,992 | 327,810 | 354,881
Participating securities' share in earnings (266) (250) (265) (248) (1,029) (144) (132) (128) (125) (529) (120) (117) (112) (105) (454) (400)
Net income, less participating securities 35,631 22,157 22,792 57,990 138,444 57,783 53,592 57,598 51,633 220,607 76,964 78,856 84,649 86,887 327,356 354,481
Depreciation and amortization:
Continuing operations 14,756 14,956 20,016 20,140 69,868 21,472 23,335 20,000 20,113 84,087 25,224 25,338 25,450 25,563 101,575 | 103,687
Discontinued operations 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Loss (gain) on sale of real estate 0 0 (3,268) 0 0 (40) (22,613) 0 0 0 0 0 0 0 0 0
Funds from operations 50,387 37,113 39,540 78,130 208,312 79,215 54,314 77,598 71,746 304,694 102,188 104,194 110,099 112,450 428,931 458,168
Acquisition costs 6,239 25,809 24,949 4,345 61,342 4,233 4,801 987 888 5,577 625 650 587 525 2,387 2,625
Write-off /reserve of straight-line rent 0 0 3,928 0 0 0 3,063 0 0 0 0 0 0 0 0 0
Normalized funds from operations 56,864 62,922 72,497 82,523 | 274,806 83,452 75,528 78,585 72,634 | 310,271 | 102,813 104,844 110,686 112,975 | 431,318 | 460,793
Normalized FFO per share $0.28 $0.30 $0.32 $0.35 $1.25 $0.35 $0.32 $0.31 $0.23 $1.19 $0.33 $0.34 $0.35 $0.36 $1.38 $1.47
Share-based compensation 2,603 2,598 2,515 2,521 10,237 1,695 1,814 2,228 2,049 7,786 2,502 2,527 2,543 2,563 10,135 10,994
Debt costs amortization 1,377 1,394 1,523 1,792 6,086 1,835 2,062 2,072 2,083 8,052 2,093 2,104 2,114 2,125 8,435 8,478
Additional rent received in advance (300) (300) (300) (300) (1,200) (300) (300) (300) (300) (1,200) (300) (300) (300) (300) (1,200) (1,200)
Straight-line rent revenue (6,332) (6,928) (9,840)  (11,118)| (34,218)| (10,829)  (11,204) (9,097) (8,752)| (39,882)[ (15,027)  (15,109)  (15,201)  (15,312)| (60,649)|  (61,548)
Adjusted funds from operations 54,212 59,686 66,395 75,418 | 255,711 75,853 67,900 73,489 67,714 | 285,027 92,081 94,066 99,842 102,050 | 388,039 | 417,517
AFFO per share $0.27 $0.29 $0.30 $0.32 $1.17 $0.32 $0.28 $0.29 $0.22 $1.11 $0.29 $0.30 $0.32 $0.33 $1.24 $1.33

Source: Company documents, SunTrust Robinson Humphrey estimates
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Medical Properties Trust is a self-advised real estate investment trust (REIT) that acquires and
develops net-leased healthcare facilities. Medical Properties focuses primarily on acute care hospital
operators, in addition to long-term acute care hospitals and inpatient rehabilitation hospitals. Medical
Properties currently has investments across the U.S., U.K. and Germany, leased under long-term triple
net leases. MPW is the only publicly traded REIT focused exclusively on hospital real estate.

We are bullish on Medical Properties Trust given its niche focus on acute care hospital properties, a
sizable acquisition marketplace, potential RIDEA investment upside, and strong underlying demand
in the healthcare sector. While challenges remain, including soft volume trends and the potential
for increased reimbursement risk in the area of government pay (Medicare, Medicaid), we view the
challenges as manageable given the strong rent coverage of the portfolio.

Our $18 price target is based on the stock trading at ~13.0x 2017E normalized FFO, closing the
discount to the overall sector (14.0x). We believe this multiple is appropriate given the increasing
portfolio size, improved leverage profile, and potential upside from its RIDEA investments. Risks to
our estimates and price target include increased competition for properties; delays in expected capital
deployment; concern for hospital cash flows in an environment of budget and regulatory pressure; and
risk associated with concentration of property type and the single-use nature of hospital facilities.

Companies Mentioned in This Note
Cerberus Capital Management (private)

Analyst Certification

I, Eric Fleming , hereby certify that the views expressed in this research report accurately reflect my
personal views about the subject company(ies) and its (their) securities. | also certify that | have not been,
am not, and will not be receiving direct or indirect compensation in exchange for expressing the specific
recommendation(s) in this report.

Required Disclosures

SunTrust Robinson Humphrey, Inc. managed or co-managed a securities offering for the following
company within the last 12 months: MPW-US

The following company is a client of SunTrust Robinson Humphrey, Inc. and the firm has received or is
entitled to receive compensation for investment banking services involving their securities within the last
12 months: MPW-US

The following company is a client of SunTrust Robinson Humphrey, Inc. and the firm has received
compensation for non-investment banking securities-related services within the last 12 months: MPW-US

An affiliate of SunTrust Robinson Humphrey, Inc. has received compensation for non-securities services
from the following company within the last 12 months: MPW-US

Analyst compensation is based upon stock price performance, quality of analysis, communication skills,
and the overall revenue and profitability of the firm, including investment banking revenue.

As a matter of policy and practice, the firm prohibits the offering of favorable research, a specific
research rating or a specific target price as consideration or inducement for the receipt of business or
compensation. In addition, associated persons preparing research reports are prohibited from owning
securities in the subject companies.

Page 3 of 5



Medical Properties Trust Inc.

11/05/15 01/21/16 02/09/16 04/18/16 05/04/16 06/03/16
BUY:$14 BUY:$13 BUY:$12 BUY:$15 BUY:$16 BUY:$18

16

e YY, )

10

Q3 Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2
2014 2015 2016

Created by BlueMatrix

STRH Ratings System for Equity Securities

3 designations based on total returns* within a 12-month period**

® Buy — total return = 15% (10% for low-Beta securities)***

® Reduce — total return < negative 10% (5% for low Beta securities)

® Neutral — total return is within the bounds above

* NR - NOT RATED, STRH does not provide equity research coverage

® CS - Coverage Suspended

*Total return (price appreciation + dividends)

**Price targets are within a 12-month period, unless otherwise noted

***Low Beta defined as securities with an average Beta of 0.8 or less, using Bloomberg’'s 5-year average
Beta

Legend for Rating and Price Target History Charts:
D = drop coverage

| = initiate coverage

T = transfer coverage

SunTrust Robinson Humphrey ratings distribution (as of 09/28/2016):

Coverage Universe Investment Banking Clients Past 12 Months
Rating Count Percent Rating Count Percent
Buy 376 58.84% Buy 146 38.83%
Neutral 260 40.69% Neutral 72 27.69%
Sell/Reduce 3 0.47% Sell/Reduce 0 0.00%
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Other Disclosures

Information contained herein has been derived from sources believed to be reliable but is not guaranteed
as to accuracy and does not purport to be a complete analysis of the security, company or industry
involved. This report is not to be construed as an offer to sell or a solicitation of an offer to buy any
security. SunTrust Robinson Humphrey, Inc. and/or its officers or employees may have positions in

any securities, options, rights or warrants. The firm and/or associated persons may sell to or buy from
customers on a principal basis. Investors may be prohibited in certain states from purchasing some over-
the-counter securities mentioned herein. Opinions expressed are subject to change without notice. The
information herein is for persons residing in the United States only and is not intended for any person in
any other jurisdiction.

SunTrust Robinson Humphrey, Inc.’s research is provided to and intended for use by Institutional
Accounts as defined in FINRA Rule 4512(c). The term “Institutional Account" shall mean the account of:
(1) a bank, savings and loan association, insurance company or registered investment company; (2) an
investment adviser registered either with the SEC under Section 203 of the Investment Advisers Act or
with a state securities commission (or any agency or office performing like functions); or (3) any other
person (whether a natural person, corporation, partnership, trust or otherwise) with total assets of at least
$50 million.

SunTrust Robinson Humphrey, Inc. is a registered broker-dealer and a member of FINRA and SIPC. It is
a service mark of SunTrust Banks, Inc. SunTrust Robinson Humphrey, Inc. is owned by SunTrust Banks,
Inc. ("SunTrust") and affiliated with SunTrust Investment Services, Inc. Despite this affiliation, securities
recommended, offered, sold by, or held at SunTrust Robinson Humphrey, Inc. and at SunTrust Investment
Services, Inc. (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or
other obligations of any insured depository institution (including SunTrust Bank); and (iii) are subject to
investment risks, including the possible loss of the principal amount invested. SunTrust Bank may have a
lending relationship with companies mentioned herein.

Please see our Disclosure Database to search by ticker or company name for the current required
disclosures, including risks to the price targets, Link: https://suntrust.bluematrix.com/sellside/
Disclosures.action

Please visit the STRH equity research library for current reports and the analyst roster with contact
information, Link (password protected): STRH RESEARCH LIBRARY

SunTrust Robinson Humphrey, Inc., member FINRA and SIPC. SunTrust and SunTrust Robinson
Humphrey are service marks of SunTrust Banks, Inc.

If you no longer wish to receive this type of communication, please request removal by sending an email
to STRHEquityResearchDepartment@SunTrust.com

© SunTrust Robinson Humphrey, Inc. 2016 . All rights reserved. Reproduction or quotation in whole or
part without permission is forbidden.

ADDITIONAL INFORMATION IS AVAILABLE at our website, www.suntrustrh.com, or by writing to:
SunTrust Robinson Humphrey, Research Department, 3333 Peachtree Road N.E., Atlanta, GA
30326-1070
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