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THE INFORMATION CONTAINED HEREIN DOES NOT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION 
OF AN OFFER TO PURCHASE ANY SECURITY OF TFG. 

 
THIS INFORMATION IS CURRENT ONLY AS OF 19 MARCH 2013, UNLESS OTHERWISE STATED. TFG 
UNDERTAKES NO OBLIGATION TO UPDATE ANY INFORMATION CONTAINED IN THIS PRESENTATION.  
PLEASE REFER TO THE ACCOMPANYING LEGAL DISCLAIMER. IN THIS REPORT, UNLESS OTHERWISE 
STATED, WE REPORT ON THE CONSOLIDATED BUSINESS INCORPORATING TFG AND TETRAGON 
FINANCIAL GROUP MASTER FUND LIMITED (THE “MASTER FUND”). 
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This document has been prepared by TFG (together with the Master Fund, the “Company”).  TFG is a Guernsey closed-ended investment company whose shares (“Shares”) are listed on 
Euronext Amsterdam.  The Company’s investment manager is Tetragon Financial Management LP (the “Investment Manager”). 
This communication is only directed at (i) persons who are outside the United Kingdom or (ii) investment professionals falling within article 19(5) of the Financial Services and Markets Act 
2000 (Financial Promotion) Order 2005 (the “Order”) or (iii) high net worth entities, or other persons to whom it may lawfully be communicated, falling within article 49(2)(a) to (d) of the 
Order (all such persons together being referred to as “Relevant Persons”).  Any person who is not a Relevant Person must not act or rely on this communication or any of its contents. The 
investment or investment activity to which this communication relates is only available to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire Shares will be 
engaged in only with Relevant Persons. 
This document contains certain forward-looking statements relating to the investment objective, financing strategies, investment performance, results of operations, financial condition, 
liquidity, prospects and dividend policy of the Company and the markets in which it invests. Forward-looking statements include all matters that are not historical facts.  These forward- 
looking statements, including illustrative examples, assumptions, opinions and views of the Company or cited from third party sources, are solely examples, opinions and forecasts which are 
uncertain and subject to risks.  Many factors can cause actual events to differ significantly from any anticipated developments.  Neither the Investment Manager nor the Company makes 
any guarantee that the assumptions underlying such forward-looking statements are free from errors nor does the Investment Manager or the Company accept any responsibility for the 
future accuracy of the opinions or for the examples set out in this document or the actual occurrence of any forecasted development or result. 
Investment in the Shares involves substantial risk. Many of the Company’s investments are in the form of highly subordinated securities, which are susceptible to losses of up to 100% of the 
initial investments.  References to future returns are not promises or even estimates of actual returns an investor may achieve.  The forecasts contained herein are for illustrative purposes 
only and are not to be relied upon as advice or interpreted as a recommendation.  The information herein reflects our judgement of the prevailing conditions as of this date, all of which are 
subject to change.  Past performance or experience does not necessarily give a guide for the future. Neither the delivery of this presentation nor any further discussions with any recipient 
shall, under any circumstances, create any implication that there has been no change in the affairs of the Company since such date.   
The information and opinions contained in this document are for background purposes only and do not purport to be full or complete.  No reliance may be placed for any purpose on the 
information or opinions contained in this document or their accuracy or completeness.  No representation, warranty or undertaking, express or implied, is given as to the accuracy or 
completeness of the information or opinions contained in this document by the Investment Manager and no liability is accepted by us for the accuracy or completeness of any such 
information or opinions.  
We believe that the sources of the information in this document are reliable.  However we cannot and do not guarantee, either expressly or implicitly, and accept no liability for, the accuracy, 
validity, timeliness, merchantability or completeness of any information or data (whether prepared by such parties or by any third party) for any particular purpose or use or that the 
information or data will be free from error.  We do not undertake any responsibility for any reliance which is placed by any person on any statements or opinions which are expressed herein. 
Neither we nor any of our affiliates, directors, officers or employees will be liable or have any responsibility of any kind for any loss or damage that any person may incur resulting from the 
use of this information.  
This presentation does not contain or constitute an offer to sell or a solicitation of an offer to purchase securities in the United States or any other jurisdiction.  The securities of TFG have not 
been and will not be registered under the US Securities Act of 1933, as amended (the “Securities Act”), and may not be offered or sold in the United States or to US persons unless they are 
registered under applicable law or exempt from registration.  TFG does not intend to register any portion of its securities in the United States or to conduct a public offer of securities in the 
United States.  In addition, TFG has not been and will not be registered under the US Investment Company Act of 1940, and investors will not be entitled to the benefits of such Act.  TFG is 
registered in the public register of the Netherlands Authority for the Financial Markets under Section 1:107 of the Financial Markets Supervision Act as a collective investment scheme from a 
designated country. 
Recipients of this document will be solely responsible for their own assessment of the market, the market position of the Company and the Shares and will conduct their own analysis and be 
solely responsible for forming their own view of the potential future performance of the Company’s business.  
References in this disclaimer to “we” are references to the Investment Manager and the Company.  References to “us” and “our” shall be construed accordingly.  

Legal Disclaimer 
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TETRAGON FINANCIAL GROUP (“TFG”) 

• TFG is becoming an increasingly diversified financial company 

 

• TFG seeks to provide investors with a blended return profile delivered via two business segments:  

– Investment income and gains from an increasingly diversified investment portfolio 

– Stable and growing operating income from asset management businesses 

 

• TFG seeks to deliver value to shareholders through a combination of:  

– Re-investments into the long-term growth of the business  

– Distributions to shareholders via a sustainable long-term dividend policy 
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Return on Equity (RoE) Goal 

10% - 15% repeatable and sustainable compound annual growth in the underlying 
value of our business on a per share basis, by… 
 

• Identifying opportunities, assets and asset classes that achieve a sustainable RoE on our 
investments 

 
• Utilising our expertise, knowledge and operating platforms to optimise the appropriate 

investment vehicle 

 
• Expanding the asset management platform to: 

– Reduce what we pay away in external management fees 
– Receive fee income from investors in the funds we own/partially own 

 
• LIBOR effect: TFG’s expected sustainable returns will likely be correlated to LIBOR 
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Sustainable returns through the cycle  

Sources of Returns  

Investment Income 

Investment Gains 

Management fees 
Dividend 

Share buyback 

Value Appreciation  

Uses of Cash  

New Investment 
Allocations 

Business 
development and 
infrastructure 

  

Distributions 

Returns to Investors 

Performance fees 

TFM fees 
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Total Share Price Returns with Dividends Reinvested 

Investment date 
Total Return to  
March 15, 2013 

Annualized Return to 
March 15, 2013 

27-Apr-07 81.2% 10.6% 

2-Jan-08 143.7% 18.7% 

2-Jan-09 448.0% 49.9% 

4-Jan-10 260.8% 49.4% 

3-Jan-11 126.3% 45.0% 

2-Jan-12 94.3% 73.9% 

2-Jan-13 18.1% N/A 

• Investors at around IPO have 
potentially seen a total share price 
return of over 80% and an 
annualised return of 10.6%. 

 

• Investors who bought shares in 
subsequent years have enjoyed 
significant higher total share price 
returns. 

Source: Bloomberg – total returns to shareholders with dividends re-invested 
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Tetragon Financial Group – Increasingly Diversified 

Corporate 
Loans via U.S. 

Pre-Crisis CLOs
56%

Corporate Loans 
via U.S. Post-
Crisis CLOs

11%

Corporate 
Loans via Euro 

CLOs
8%

Corporate Loans 
- Direct

7%

Asset Managers
2%

Real Estate
2%

Equities & 
Convertible 

Bonds
3%

Cash Less Net 
Liabilities

11%

Shareholder Capital Asset Split 
$1.6bn

Corporate 
Credit
3.4%

Equities
3.5%

Private Equity
7.2%

Real Estate
29.7%

Corporate 
Loans
56.1%

Client Capital Asset Split $7.7bn

Investment Portfolio TFG Asset Management 
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FINANCIALS* 

We focus on three key metrics for TFG’s business(i): 

 

1. Earnings: measured both as RoE and earnings per share (“EPS”), reflecting the operating 
performance of TFG. 

2. Net Asset Value (“NAV”) per Share: reflecting how value is being accumulated within the business. 

3. Dividends and other distributions: reflecting how asset value has been returned to shareholders. 

(i)Please see our 2012 Annual Report for further information.  Certain Non-GAAP measures used herein are further defined specifically on page 20 of the 2012 Annual 
report and on page 27 of this presentation. 
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Key metrics:  Earnings Per Share 
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Core EPS Polygon Acquisition 

TETRAGON FINANCIAL GROUP 
TFG Earnings per Share Analysis (2010-2012)(i) 

Component 2012 2011 2010 
CLOs $3.65  $4.76  $4.18  
Fee Income $0.32  $0.20  $0.12  
Direct Loans $0.07  $0.03  $0.05  
Other Income $0.15  $0.00  $0.00  
Goodwill arising on acquisition of 
Polygon $0.48  N/A  N/A  
Hedging Derivatives and Options ($0.10) ($0.04) $0.01  
Expenses and Taxes ($1.41) ($1.47) ($1.20) 
Noncontrolling Interest ($0.01) ($0.02) ($0.01) 
        
U.S. GAAP EPS $3.15  $3.46  $3.15  
Adjustments to get to Net Economic 
Income ($0.45) - - 
Net Economic Income EPS $2.70 $3.46 $3.15 
Weighted Average Shares 113,346,744  118,444,858  122,165,663  



2013  |   13 

Key metrics:  NAV per Share 
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TFG Consolidated Net Assets ($MM) and NAV per Share(i) 

Consolidated Net Assets ($ MM) 

NAV / Share (pro forma fully 
diluted) 
Price/ Share 

(i) NAV per share based on TFG's financial statements as of the relevant quarter-end date; TFG's closing share price data as per Bloomberg as of the last trading day of each quarter. Please note that the Pro Forma Fully 
Diluted NAV per Share reported as of each quarter-end date excludes any shares held in treasury or in a subsidiary as of that date, but includes shares held in escrow which are expected to be released and incorporated into 
the U.S. GAAP NAV per Share over a five-year period and the number of shares corresponding to the applicable intrinsic value of the options issued to the Investment Manager at the time of the company's IPO. 
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Key metrics: Dividend Per Share 
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2010-2012 Financial Performance 

TETRAGON FINANCIAL GROUP 

Annual Statement of Operations 2010-2012 

  2012 2011 2010 

  $MM $MM $MM 
        

Interest income 235.6 209.1 178.9 
Fee income 36.7 23.1 15.1 
Other income 6.8                     -                      -  

 Investment and management fee income            279.1             232.2              194.0  
        

Management and performance fees           (109.8)           (144.0)           (133.5) 
Other operating and administrative expenses             (46.4)             (26.4)             (10.7) 
        

 Total operating expenses            (156.2)           (170.4)           (144.2) 
        
 Net investment income            122.9                61.8                49.8  

Net change in unrealised appreciation in investments            186.3             358.6              336.0  
Goodwill arising on acquisition of Polygon               54.8                      -                      -  
Realised gain on investments                 5.3                  0.9                  1.1  
Realised and unrealised losses from hedging and fx               (6.8)               (5.1)                 2.1  

        
 Net realised and unrealised gains from investments and fx            239.6             354.4              339.2  

Income taxes               (3.6)               (3.8)                (2.4) 

Noncontrolling interest               (1.7)               (2.0)                (1.4) 
 U.S. GAAP net income            357.2             410.4              385.2  
         

Reverse goodwill arising on acquisition of Polygon             (54.8)                     -                      -  
Add back employee share based compensation                 3.8                      -                      -  

        
 Net economic income 306.2 410.4 385.2 
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2012 Financial Performance by Business Segment 
TETRAGON FINANCIAL GROUP 

Annual Statement of Operations by Segment 2012 

  Investment 
Portfolio TFG AM Total 2012 

  $MM $MM $MM 
        

Interest income 235.4 0.2 235.6 
Fee income                      -  36.7 36.7 
Other income                      -  6.8 6.8 

 Investment and management fee income             235.4                43.7             279.1  
        

Management and performance fees            (107.5)               (2.3)           (109.8) 
Other operating and administrative expenses              (14.5)             (28.1)             (42.6) 
        

 Total operating expenses             (122.0)             (30.4)           (152.4) 
        
 Net investment income             113.4                13.3             126.7  

Net change in unrealised appreciation in investments             186.3                      -             186.3  
Realised gain on investments                  5.3                      -                  5.3  
Realised and unrealised losses from hedging and fx                (6.8)                     -                (6.8) 

        
 Net realised and unrealised gains from investments and fx             184.8                      -             184.8  

Income taxes                      -                (3.6)               (3.6) 
Noncontrolling interest                      -                (1.7)               (1.7) 

 Net economic income             298.2                  8.0             306.2  
        

Reverse goodwill arising on acquisition of Polygon                      -                      -                54.8  
Add back employee share based compensation                      -                      -                (3.8) 

        
 U.S. GAAP net income     357.2 
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TFG’s Investment Portfolio 

Asset Type 
Dec 2012 NAV 

(in $MM) 
LTM Performance(ii)  

LTD  
Performance(iii) 

U.S. Pre-Crisis CLOs(i) $914.8 38.8% 21.7% 

U.S. Post-Crisis CLOs $174.0 12.4% 12.4% 

U.S. Direct Loans $114.1 8.5% 6.6% 

European CLOs $125.6 19.4% 7.6% 

Equities $46.4 3.2%(iv) N/A 

Convertible Bonds and Credit $10.1 0.7%(iv) N/A 

Real Estate $25.7 N/A N/A 

(i)(ii)(iii)(iv)Please see page 27 of this document for footnotes. 
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TFG Asset Management 

Three main brands: 

• Polygon 

• LCM 

• GreenOak Real Estate 

 

Key Asset Management Metrics: 

• Performance of underlying funds – positive in 2012 for all brands 

• Gross Revenues - $36.7 million in 2012 

• EBITDA equivalent - $15.1 million in 2012 

• Assets Under Management - $7.7 billion at 31 December 2012 
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LCM 

*LCM cash flow CLOs: LCM I, LCM II, LCM III, LCM IV, LCM V, LCM VI, LCM VIII, LCM IX, LCM X, LCM XI and LCM XII 
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Polygon Funds 

• Convertibles launched May 2009, with Mike Humphries as CIO 

• European Event-Driven Equities launched July 2009, with Reade Griffith as CIO 

• Mining Equities launched June 2012 , with Mike Humphries and Peter Bell as joint CIOs 

• Total AUM $1.1 billion at 31 December 2012 

(i)(ii)(iii)(iv)(v)Please refer to footnotes on page 28 of this document. 

Fund AUM 
 (31 Dec 12)  

$M 

2012 
Performance 

Annualized 
Performance 

since inception 

Convertibles(i) $259.3 11.46% 24.03% 

European 
Event-Driven 
Equity(ii) 

$230.1 1.40% 13.07% 

Mining 
Equities(iii) 

$24.3 4.05% 7.03% 

Private Equity(iv) $559.6 13.20% 8.92% 

Other Equity(v) $15.1 8.94% 7.70% 

Total AUM $1,088.4 
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Cash Flow and Uses of Cash 

TFG Cash Flow 2012-3 (US$ millions) 

(1) Net cash from operating activities is based on a range around 2012’s actual cash flows. Actual net cash from operating 
activities in 2013 may differ from those presented herein.  Net cash from operating activities is subject to a variety of inputs, 
each of which are subject to change, including as a result of changing market conditions. 

(2) Actual investment allocations may differ from the ranges presented herein.  Such investment allocations may be informed by a 
variety of matters, including then applicable market conditions. 

(3) Includes purchase of shares and net dividends paid to shareholders after adjusting for stock dividends 

Estimated Ranges for 2013 

2012 
Actual 

Low High 

Opening Cash 212 176 176 

Net cash from operating activities(1) 381 340 390 

Investments(2) 

• CLOs (112) (100) (150) 

• Direct Bank Loans (6) 40 60 

• Real Estate Vehicles (21) (40) (75) 

• Current Hedge Fund Vehicles (55) (50) (75) 

• New Business investments (10) (50) (125) 

Total Cash Used In Investments (204) (200) (365) 

Subtotal – net cash flow after investments pre-distributions 177 140 25 
Dividends and Capital Distributions(3) (214) 

Other Cash movements 1 

Closing Cash 176 
Cash as a % of Q4 2012 NAV 10.9% 
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Goals for 2013 

1. To deliver 10-15% RoE per annum to shareholders. 

2. To manage more of TFG's shareholder funds on the TFG asset management platform. 

3. To grow client AUM and fee income managed by TFG asset managers. 

4. To add further asset management businesses to the TFG platform, broadening and 
diversifying the company's ability to achieve our RoE targets over various credit, equity, 
interest rate, real estate and business cycles. 
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Dividend Expectations 

Focus: • To pay a dividend that grows consistently over the long term 
• The dividend should be balanced between providing a meaningful dividend 

yield whilst allowing the company to invest for long-term growth 

Current Policy: To distribute 30-50% of normalised / sustainable earnings 

Target ROE: 10% to 15% 

“Normalised/Sustainable” Earnings: With LIBOR <1%, our expectations of sustainable earnings are at the bottom 
end of this range. 

Q4 Dividend: $0.135 = Approximately 40% of “normalised / sustainable” earnings. 

Dividend Growth: A function of NAV per share growth plus any change in “normalised / 
sustainable” earnings expectations 
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Benefits for TFG Shareholders 

• Track record of value creation, net of all fees and expenses 

• Value created by RoE on shareholder capital (NAV growth); 

– Distributable cash in dividends 
– Increasing value of the business 

• Valuation: financial assets and operating businesses at an approximately 25% discount to NAV 
including a $7.7 billion alternative asset manager  

• A unique structure for growth: current asset mix, growing client fee generating AUM and attracting 
new businesses 

• Alignment of interest: employees, management, board, partners etc. have material ownership of the 
public shares 
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Q & A 

Contact us anytime: ir@tetragoninv.com 
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Page 10 
(i) New metrics which we believe may be helpful in understanding the progress and performance of the company going forward: 
• Return on Equity (20.8%): Net Economic income ($306.2 million) divided by Net Assets at the start of the year ($1,474.4 million). 
• Net Economic Income (+$306.2 million): removes the initial U.S. GAAP impact of the Polygon Transaction (-$54.8 million) from, and adds back the associated 

accounting entry of share based employee compensation (+$3.8 million) to, the U.S. GAAP net income (+$357.2 million). 
• Pro Forma Fully Diluted Shares (110.6 million): adjusts the U.S. GAAP shares outstanding (98.8 million) for the impact of Escrow Shares (as defined on page 21 of 

Annual Report) used as consideration in the Polygon Transaction and associated stock dividends (+11.8 million) (see also page 21 of the Annual Report) and for the 
potential impact of options issued to TFG's investment manager at the time of TFG's IPO (the "Investment Management Options"). The Investment Management 
Options were out of the money at the end of 2012, so had no impact at year end. 

• Adjusted EPS ($2.70): calculated as Net Economic Income ($306.2 million) divided by weighted average U.S. GAAP shares outstanding (113.3 million). 
• Pro Forma Fully Diluted NAV per Share ($14.65): calculated as Net Assets ($1,621.4 million) divided by Pro Forma Fully Diluted shares (110.6 million). 

 
 
Page 17 
(i) “U.S. Pre-Crisis CLO" and "U.S. Post-Crisis CLO" refers to U.S. CLOs issued before and after 2008, respectively. TFG owns $1.75 million notional in a CLO debt 

tranche. Such investment is excluded from these performance metrics. 
(ii) (ii) For CLOs and direct loans, calculated as the total return. The total return is calculated as the sum of the aggregate ending period fair values and aggregate cash 

flows received during the year, divided by the aggregate beginning period fair values for all such investments. LTM performance for U.S. Post-Crisis CLO is weighted 
by the end of 2012 fair values. U.S. Post-Crisis CLO equity investments which were made during the year, and which therefore lack a full year of performance, are 
annualized. The LTM performance for European CLOs excludes the impact of any changes in the EUR-USD exchange rate on TFG's fair values and cash flows 
received for such investments. 

(iii) For CLOs, the LTD performance metric used is the IRR, weighted by the amortized costs brought-forward of each investment. IRRs are calculated taking into account 
historical cost, cash flows received, and future projected cash flows. For direct loans, the LTD performance metric used is the annualized total rate of return. 

(iv) Note that for Polygon-managed funds (Equities and Convertible Bonds) LTM returns are presented as the actual return for TFG's period of investment from 1 
December to 31 December 2012. TFG invests in Polygon-managed funds on a preferred fee-basis. 

 

Footnotes 
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Page 21 
 

(i) The fund began trading Class B shares, which carry no incentive fees, on May 20, 2009.  Class A shares of the Fund were first issued on April 1, 2010 and returns from 
inception through March 2010, have been pro forma adjusted to match the Fund’s Class A share terms as set forth in the Offering Memorandum (1.5% management 
fee, 20% incentive fee over a hurdle and other items, in each case, as set forth in the Offering Memorandum). 

(ii) The fund began trading July 8, 2009 with Class B shares which carry no incentive fee. Class A shares commenced trading on December 1, 2009.   Returns from 
inception through November 2009 for Class A shares have been pro forma adjusted to match the Fund’s Class A share terms  as set  forth in the Offering 
Memorandum (1.5% management fee, 20% incentive fee and other items, in each case, as set forth in the offering Memorandum).  From December 2009 to February 
2011, the table reflects actual Class A share performance on the terms set forth in the Offering Memorandum.  From March 2011, forward, the table reflects actual 
Class A1 share performance on the terms set forth in the Offering Memorandum. Class A1 share performance is equivalent to Class A share performance for prior 
periods. 

(iii) The fund began trading Class B1 shares, which carry no incentive fees, on June 1, 2012. Returns shown here have been pro forma adjusted to account for a 2.0% 
management fee, a 20% incentive fee, and non trading expenses capped at 1%, in each case, as to be set forth in further definitive documents. 

(iv) Inception March 8, 2011 
(v) The fund began trading Class B/B1 shares, which carry no incentive fees, on September 12, 2011. Returns shown here have been pro forma adjusted to account for a 

2.0% management fee and a 20% incentive fee, in each case, as to be set forth in further definitive documents.  
 

 

Footnotes (continued) 
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