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It’s been a year of contradictions. The markets have risen to all-time highs, then fallen 
into a bear market.  
 
Then, in the last days of November, equities briefly reached bull market territory again, 
before tumbling back down into bear territory.  
 
Massive layoffs have hit the tech sector, yet Amazon had its biggest Black Friday in 
history.  
 
The Fed has hiked interest rates at the quickest clip ever, yet the labor market refuses to 
die.  
 
Quite a year indeed.  
 
The truth is, we’re living in unprecedented market conditions. The normal cadence of a 
recession just isn’t unfolding. In virtually any other time, we would right now be in the 
midst of a pretty nasty recession.  
 
Yet here we are. With an American economy that may not be at its strongest, but is most 
certainly not even close to being on life support.  
 
Let’s look at some of these contradictions up close, shall we? 
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A TREASURY MARKET LIKE NO OTHER

The excellent Michael A. Gayed recently posted this chart on Twitter: 

This chart looks at the 20 largest drawdowns in the stock market since 1961.  
 
The purple bar represents treasury bonds with maturation dates of over 20 years, and the 
gray bar is the S&P 500, both measured in percentages.  
 
The basic gist of the markets is this: 
 
When equities are soaring, bond prices go down because people aren’t interested in the 
lower returns of “safe” bonds. When equities are down, bond prices go up because 
people flock to “safe” bonds to get away from the riskier equities.  
 
So, it’s all supply and demand. 



Now, this is a simplified version. Bonds and stocks can both drop (as you can see in the 
chart), but in every past equity drawdown, bonds have either gone up, or if they have 
dropped, dropped less than risky equities.  
 
Until now.  
 
This is the first time since at least 1961 bonds have actually fallen MORE than equities. 
 
This shouldn’t be happening. 
 
The S&P 500 has lost money 59.6% of the year. Bonds should be doing better. Instead, 
long-duration bonds have lost money 68.1% of the year.  
 
What does all this mean?  
 
Again, like everything else this year, it could mean two completely contradictory things.
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The first possibility is that stocks are set to tumble by 
much, much more. Since the relationship between 
bond and equity prices are relative if equities sell off 
hard in the coming months, all of a sudden the relative 
strength of bond prices would become more in line 
with historical patterns (if bond prices remain where 
they are now).  
 
The second possibility is that we’re simply living in a 
historical anomaly. And stocks have already absorbed 
the supply chain shocks and inflation. If this is the case, 
the worst of the storm could be over, and equities can 
resume their march upwards.  
 
We won’t know which of these two possibilities is the 
correct one until it happens. So, as much as a time 
machine would be great, as investors we have to figure 
out a way to manage with the limited, conflicting 
information we do have. 



I’m not ready to go on record and say that the mini/invisible/not-clearly defined 
recession is over and stocks are about to go the moon.  
 
But I’m also not going to be a doomer, and say that the world is falling down.  
  
So, like the markets, the trade idea for this month is going to walk in both worlds.  
 
For the bear side, this company is entrenched in a normally recession-resistant industry.  
And it also offers a dividend that can provide investors with much-needed income even 
during a downturn.  
 
On the bull side, this stock has also been drawn down over the course of 2022. And the 
new lower price offers an attractive buying opportunity. While the share price stands to 
appreciate regardless of overall market conditions, a return to bullish equities could pour 
gasoline on the fire and send its share price even higher.  
 
So, let’s get right to it. 
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 PRICE AT PUBLICATION: $12.96 
 

MARKET CAP AT PUBLICATION: $7.76 BILLION 
 

SHARES OUTSTANDING: 598 MILLION 
 

52-WEEK RANGE: $9.90-$24.13

MEDICAL PROPERTIES TRUST (NYSE: MPW)
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Medical Properties Trust (NYSE: MPW) is a Real-
Estate investment Trust (REIT) that buys 
healthcare properties and then rents them out 
to healthcare companies.  
 
They offer a nice dividend yield of 8.96%, which 
has increased for nine years straight. The stock 
has been beaten down as of late, and is trading 
around 50% off its yearly high. 

THE ELEVATOR PITCH

However, the reliability of the business model, combined with competent management 
decisions means that MPW is setup for significant upside. Plus, you get a dividend higher 
than current interest rates. 

At the same time, however, supply chain issues are still plaguing the economy. Gas prices 
are only being kept artificially low by the draining of the strategic petroleum reserve. And 
some companies – mainly in the tech sector – have been laying off workers left and right.

We’ve living in a “Who knows?” period of the 
market and the economy. Some data shows that 
the economy is doing well, all things considered. 
But then other data is showing that the 
economy is sputtering or heading towards a 
dramatic downturn. 
 
For instance, we entered a new bull market this 
month. And the latest jobs report showed that 
unemployment was still relatively low and 
payrolls were holding steady. 

THE THOUGHT PROCESS 



In other words, good news is bad news.  
 
Which means we’ve found ourselves in quite the 
pickle, eh? 
 
Of course, this presents a problem for investors:  
 
Do we go risk on, and try to maximize equity 
growth as this new bull market kicks off?

Or do we dig in the trenches, go risk off, and try to protect ourselves from the recession 
the Fed is actively trying to instigate? 
 
Unfortunately, we’re all stuck in no-man’s land right now. Who knows how this whole 
boondoggle will play out.  
 
Without any clear direction, there’s only one course of action: 
 
To play both sides.  
 
Investors should search out companies that have inflation and recession-resistant assets, 
but also provide the prospects for growth should the economy continue to remain 
strong.  
 
Enter Medical Properties Trust.

And of course, you have the Fed. They’ve openly said that they intend to crush the 
economy in order to tame inflation. So, any positive news that comes out only 
strengthens their resolve to keep hiking interest rates. 
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Ben Franklin once said:  
 
“Nothing is certain in life but death and taxes.”  
 
That’s true. Unfortunately, though, it’s also almost certain that we’ll end up sick or in need 
of medical care before we die.  
 
Which is why – even in the worst of economic situations – hospitals can be a safe bet. 
  
Medical Properties Trust is real-estate investment trust (REIT) that owns the physical real 
estate that hospitals and various other healthcare facilities occupy. It then rents out 
those spaces to healthcare companies. 
 
We’ve talked about REITs before, but they allow you to invest in real estate without 
having to go through the pain of being your own landlord. (Not to mention, you don’t have 
to come up with the tens of millions of dollars it takes to buy commercial real estate 
assets.)

THE BUSINESS MODEL

The important thing about REITs is they have to pay out 90% of their revenue to 
shareholders. These come in the form of dividends. So, for investors who are into income, 
REITs can be an excellent choice.
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MPW also double-dips by investing in the healthcare companies that operate its 
properties.  
 
Which helps to explain why the stock has been so badly battered this year. 

Alright, let’s get back to MPW.  
 
Per their supplement investor report, general care facilities take up more than 70% of the 
medical properties MPW owns. 
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MPW has been battered in 2022.  
 
It fell over 50%, before rebounding a bit at the time of this writing.

However, despite the poor results this year, the company is well-positioned to grow over 
the coming months. And the new lower price offers an excellent entry price.  
 
The biggest reason the stock has been battered this year can be summed up in one 
word: COVID. The pandemic has put hospital operators (the company that MPW rents to) 
under significant stress. 

Even two years on, hospitals are still reeling from the 
COVID impact. Higher staffing costs, staff shortages, 
supply chain issues, and inflation are all taking a bite 
into hospital profits. 
 
This has hit MPW’s operators hard as well. However, it’s 
important to note that MPW is well-diversified across 
437 different care facilities. And no one facility is 
overrepresented on their balance sheet. 

A BAD YEAR BEHIND US



10

From MPW’s most recent annual report:

In other words, MPW is anti-fragile. They can take the hit of a poorly performing operator, 
and keep on ticking.  
 
Not only that, the industry as a whole is showing signs of turning around. So too are the 
troubled locations in MPW’s portfolio.  
 
The way hospitals get money is that you go to get a service, say an MRI or a surgery. If 
you have insurance, you pay your co-pay or premium. Then the hospital has to go to the 
insurance company and negotiate with them to get paid back for services rendered. 
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The problem is, the rampant inflation and supply chain issues have left the 
reimbursement rates out of whack with the costs of services. However, according to 
MPW CEO Ed Aldag in the latest earnings call: 
 
And more notably, these rates are adjusted at various intervals based on prior year's data. 
What this means is that reimbursement rates are not currently reflective of the increase in 
cost of care for patients that hospitals have incurred over the last year or two. CMS will 
catch up. Remember, historically, Medicare rates have on a whole outpaced inflation. It is 
also important to note that our operators contract with and are reimbursed by numerous 
distinct payers. The terms of these contracts generally range from one to three years. 
 
He went on: 
 
Our operators are actively negotiating new contracts with their payers and expect to be 
successful in negotiating increased reimbursement rates that are even greater than CMS 
increases. It may not be immediate and all at once, but it is coming and in an escalating 
manner. 
 
So, the cash flow issues that have been plaguing some of MPW’s care facilities will soon 
be resolved, as the insurance companies catch up to the times. 

BREAKING DOWN THE FINANCIALS
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FFO stands for Funds From Operations and it’s what REITs use to measure their cash flow, 
basically.  
 
As you can see, MPW’s financials are dramatically improved this year over last. Nine-
month FFO is up 132%. And their adjusted FFO is up as well.  
 
This shows that despite the challenging conditions of 2022, MPW was able to 
dramatically improve its business. With more favorable conditions heading into 2023 and 
beyond, MPW will be able to build on these encouraging results. 
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But the picture gets even better. While MPW’s total assets have declined by 7% year-
over-year (largely due to a few real estate sales), the company’s total debt and liabilities 
have decreased by 15%.  
 
Which means that the company is increasingly well-capitalized. Which is important for a 
REIT that pays out as big a dividend as Medical Properties Trust does.

This makes MPV’s price/FFO ratio of just 7.19 especially attractive. 

MPW’s current dividend yield is 8.96%, or $1.15 per 
share. MPW has increased its dividend nine years 
running, and with the recent balance-sheet 
strengthening measures that the  
company has put in place, it looks poised to continue 
that growth over the coming years. 
  
Combined with the dividend, MPW also offers an 
opportunity for a share price appreciation as well. 
The two other main competitors in the space – 
Community Healthcare Trust Inc. and CareTrust REIT 
Inc. – are trading at a price/FFO of 15.93 and 13.76, 
respectively. 

Market Press Media is a publishing company. It does not act as a personal investment advisor for any specific individual. Past 
performance is no guarantee of future results. Investing can have large potential rewards, but also carry large potential risks, 
including a complete loss of capital. All information on this site is intended to be informational and any reader must conduct their 
own due diligence.

Conclusion:  
We’re adding Medical Properties Trust (NYSE: MPW) to our model 
portfolio with a buy limit of $13.10. Our 12-month price target is $24.

To your wealth,  
Alex Reid 
Founder, Wealthpin Pro


