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Review of Financial Performance Q1 2007

Introduction and overview
To understand the financial performance and position of Tetragon Financial Group, the reader needs to 
consider the Financial Statements of three entities, reflecting Tetragon’s origins as a hedge fund with a 
traditional "Master- Feeder" structure:

1. Tetragon Financial Group Master Fund Limited ("TFGMF") 
2. Tetragon Financial Group Limited ("TFG") 
3. Tetragon Financial Group LP ("TFGLP")
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We briefly describe each entity’s role below.

Tetragon Financial Group Master Fund Limited ("TFGMF")
TFGMF is the main operating company which owns all the underlying CDO investments and related 
financing and hedging transactions, and holds substantially all the cash. TFGMF pays all the operating costs 
of the Tetragon business, excluding incentive or performance fees, which are paid by TFG and TFGLP. 
TFGMF is owned by TFG and TFGLP.

Tetragon Financial Group Limited ("TFG")
TFG, the listed entity in the Tetragon group, owns approximately 83.4% of TFGMF and is allocated its pro-
rata share of the performance of TFGMF. Prior to the IPO of TFG, when there were different share 
classes paying different management and performance fees, TFG paid many expenses directly as well as 
being allocated its pro-rata share of TFGMF's expenses.  Post-IPO, all expenses other than performance 
fees are paid by TFGMF and allocated pro-rata to TFG.

Tetragon Financial Group LP ("TFGLP")
TFGLP owns approximately 16.6% of TFGMF. It originated as a Delaware Limited Partnership through
which U.S. tax-paying investors purchased interests in TFGMF. While TFGLP is not listed, the holders of 
LP interests have exchange rights to convert their partnership interests into shares in TFG. The 
conversion terms were fixed at the IPO closing and were identical to those applied to pre-IPO investors in 
TFG.
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TFGLP is allocated its pro-rata share of the performance of TFGMF. Prior to the IPO of TFG, when there 
were different classes of partnership interest paying different management and performance fees, TFGLP 
paid various expenses directly as well as being allocated its pro-rata share of TFGMF's expenses.  Post-IPO, 
all expenses other than performance fees (paid via an incentive allocation to the General Partner) are paid 
by TFGMF and allocated pro-rata to TFGLP.

The Financial Statements of TFG, TFGMF and TFGLP are all prepared under US GAAP.

Profit and Loss presentation
To present the P&L of Tetragon as a whole, we have added together the results of TFG and TFGLP. This 
results in a consolidation of the total performance of TFGMF with the costs paid directly by TFG and 
TFGLP.  To show a consistent view across the entities, we have treated the performance fee ($330,116) 
paid by investors in TFGLP, which is accounted for as an incentive allocation in the Financial Statements of 
TFGLP, as an expense when looking at performance on a consolidated basis.

Balance sheet 
To present a comprehensive picture of the Balance Sheet of Tetragon, we have added to the TFGMF 
balance sheet the following items:

1. The small cash balances held by TFG and TFGLP 
2. The accrued expenses on the balance sheets of TFG and TFGLP

At the end of Q1 2007 we have treated the unpaid incentive allocation of $330,089 in TFGLP as an accrued 
expense when showing consolidated results.
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TFG TFGLP

Investment Income:

Interest Income 31,853,324 9,076,399 40,929,724

Total Investment Income 31,853,324 9,076,399 40,929,724

Operating Expenses  Allocated from the Master Fund and Paid Directly:

Management F ees (3,001,346) (828,861) (3,830,207)
Adminis tra tion F ees (100,690) (28,683) (129,373)
Cus todian F ees (28,045) 0 (28,045)
Lega l and P rofess iona l F ees (15,853) (14,017) (29,870)
Audit F ees (32,335) (11,464) (43,799)
Directors ’ F ees (26,145) (3,259) (29,404)
Other Opera ting  E xpenses (15,914) (3,350) (19,264)
Interest E xpense (3,090,031) (880,253) (3,970,284)

Total Operating Expenses  Allocated from the Master Fund and Paid Directly (6,310,360) (1,769,887) (8,080,247)

Net Investment Income 25,542,964 7,306,512 32,849,476

Net Realized and Unrealized Gain (Loss ) from Investments  and Foreign Currencies  Allocated 
from the Master Fund:

Net Rea lized Ga in (Loss ) from:
Inves tments 642,096 182,913 825,009
Foreign Currency Transactions (1,693,778) (482,504) (2,176,282)
S wap Ag reements (42,004) (11,966) (53,970)

Total Net Realized Gain (Loss ) Investments  and Foreign Currencies  Allocated from the 
Master Fund

(1,093,686) (311,557) (1,405,243)

Net Increase (Decrease) in Unrealized Appreciation (Depreciation) on:

Forward Contra cts 391,854 111,627 503,481
S wap Ag reements (965,419) (275,017) (1,240,436)
Trans la tion of Assets  and Liabilities  in Foreig n Currencies 1,511,450 430,565 1,942,015

Total Net Increase (Decrease) in Unrealized Appreciation (Depreciation) 937,886 267,174 1,205,060

Net Realized and Unrealized Gain (Loss ) from Investments  and Foreign Currencies  Allocated 
from the Master Fund

(155,800) (44,383) (200,183)

Net Increase in Net Assets  Resulting from Operations  (Pre Performance Fee) 25,387,164 7,262,129 32,649,293

Incentive F ee or Incentive a lloca tion (2) (4,712,136) (330,116) (5,042,252)

Net Increase in Net Assets  Resulting from Operations 20,675,028 6,932,013 27,607,041

Average Number of Shares  in Is sue in Quarter (illus trative) (3) 63,471,862 16,481,435 79,953,296

Earnings per share ($) 0.326 0.421 0.345

(3) The a vera ge number of sha res is  illus tra tive because TFG was  not lis ted until a fter the qua rter end and there were three sha res  cla s ses  in exis tence until the 
IP O clos ing  da te of 26 April 2007. In addition there were subscriptions  and redemptions  during  Q1, 2007 when TFG was  an open ended company.  The 
illus tra tive sha res were ca lcula ted by taking  the number of $10 sha res is sued to pre IP O inves tors  a t the IP O clos ing  da te, then adjus ting  for subscriptions  and 
redemptions  a t ea ch month end during  the qua rter. 

(1) The forma t of the above income sta tement uses US GAAP and ha s been provided by IBT, the sub-administa tors of TFG, TFGMF and TFGLP . Certa in
expenses were pa id for directly by TFG and TFGLP during the qua rter and certa in expenses were pa id for by TFGMF and a lloca ted pro ra ta to TFG and TFGLP .
For the purposes of the above table we have consolida ted like costs  tog ether.

(2) Under US GAAP the incentive a llocation due on performance genera ted in TFGLP is a ccounted for a s an a lloca tion to the Genera l P a rtner. In order to show
this on a compara tive ba s is with the incentive fee pa id in TFG, we have shown the incentive a lloca tion a s an expense in the table above. Incentive fees prior to
the IP O varied according to the cla s s of sha re or pa rtnership interes t held by an inves tor. Certa in sha re cla s ses a ttra cted no incentive fees . P os t-IP O there is
only one sha re cla s s  which pays  incentive fees  ba sed on income g enera ted. The ra te of fees  is  25%  over a  hurdle ra te of 8%  (annua lised).

TE TRAGON F INANCIAL GROUP
Consolida ted Bus ines s  Income S ta tement (1)

Qua rter ended March 31, 2007

Sum of Feeder 
Funds
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TFG Master Fund

Investment income 40,926,531

Operating expenses (4,183,377)

Net realized gain from investments and foreign currency (1,405,228)
Unrealized appreciation/(depreciation) on investments and translation of assets and 
liabilities in foreign currencies 1,205,047

Net Increase in Net Assets Resulting from Operations 36,542,973

Issue of redeemable shares during the period 407,625,000

Redemption of redeemable shares during the period (55,316,108)

352,308,892

Total Increase (Decrease) in Net Assets 388,851,865

Net Assets at Start of Year 606,123,240

Net Assets at End of Year 994,975,105

TETRAGON FINANCIAL GROUP
Unaudited Statement of change in net assets, Quarter ended 31 March 2007

TFG Mas ter 
Fund

TFG TFGLP TFG Total

Assets
Cash and ca sh equiva lents 174,036,104 1,371 13,509 174,050,984
Inves tments  in securities , a t fa ir va lue 1,206,601,916 1,206,601,916
Other receivables 1,391,499 1,391,499

Total As sets 1,382,029,519 1,371 13,509 1,382,044,399

Liabilities
Amounts  payable for purchase of inves tments 57,421,992 57,421,992
P ayables  under repurchase and swap ag reements 321,513,340 321,513,340
Deriva tive F inancia l Liabilites  - Credit Default S waps 2,727,693 2,727,693
Unrea lised loss  on forward contracts 2,056,490 2,056,490
Interes t payable 3,075,016 3,075,016
Other payables  and accrued expenses  (Note 1) 259,883 5,865,276 345,839 6,470,998

Total Liabilities  387,054,414 5,865,276 345,839 393,265,529

Net Assets 994,975,105 (5,863,905) (332,330) 988,778,870

Allocation of Net Assets  to Feeders (994,975,105) 788,656,624 206,318,481 0

Net Assets  after Allocation to Feeders 0 782,792,719 205,986,151 988,778,870
Note 1

(1) F or the purposes  of consolida ting  the results  for a ll of the TF G entities , we have s hown the incentive a lloca tion due to the Genera l P a rtner of TF GLP  a s  an expense. 
F or US  GAAP  purposes  this  will shown a s  an a lloca tion of capita l in the S ta tement of changes  in net a s sets  for TF GLP 's  s tand a lone a ccounts .

TE TRAGON F INANCIAL GROUP
Una udited Ba la nce sheet a s  a t 31 Ma rch 2007


