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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 29 OCTOBER 2012, 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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TFG Acquires Polygon* for 11.7 million shares** 

• This is a major step towards implementing TFG’s asset management growth strategy 

• Polygon is an alternative asset manager 

– Hedge Funds 

– 25% of LCM 

– 13% of GreenOak 

• All share consideration 

• Also approved a $150 million share buyback 

• TFG expects that both the acquisition and the share repurchase will be accretive to NAV per share 

*Polygon Management Ltd. and Polygon Topco Ltd. (“Polygon”) 

**11,685,940 shares 
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Transformational Deal for TFG Shareholders 

• The acquisition will strengthen TFG’s capital and asset management platform 

• We believe that TFG can to become a world-class financial services company with capital, investment expertise 

and infrastructure 

• TFG expects to invest in the acquired and potential new products on preferred terms, reducing fees paid to third-

party managers and potentially increasing its ROA 

• TFG will seek to grow its management and performance fee income from third-party investors 

• Polygon brings to TFG significant additional investment expertise and provide a platform and team for further 

diversification and growth 

• Ownership of LCM increases to 100% providing substantial potential synergy benefits and operational savings 

• Ownership of GreenOak increases to 23% providing GreenOak with a single external investor with the resources to 

support strong growth 

• TFG acquires infrastructure platform capable of supporting multiple alternative asset managers, with a history of 

handling a wide range of securities across multiple geographies 

 

• TFM (Tetragon Financial Management LP) will continue to act as the investment manager of TFG under the terms 

of its investment management agreement 
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Our Industry 

• Asset management in niche areas can grow faster with capital backing 

• Duration of capital and investment horizon has shortened 

• Regulation is forcing proprietary trading activities out of banks 

• Institutional capital seeks genuine alpha and low fees 

• Regulation is becoming more complex and more costly 

• Infrastructure and business risk are more relevant to investors 
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A Changing Backdrop 

Pre 2008 Post 2008 

Financial Crisis 

 

 

Regulatory Changes 

• Volcker Rule 

• Vickers Report 

• Liikanen Report 

 

Investment Banks 

• Public companies 

• Advisory 

• Deposit  Taking 

• Customer Facilitation 

• Proprietary Trading 

Investment Banks 

• Public Companies 

• Advisory 

• Deposit Taking 

• Customer Facilitation 

Hedge Funds and Private Equity 

• Private 

• Small 

• Product Mix:  Niche 

• Capital Requirements:  Light 

Alternative Asset Management 

• Public & Private 

• Large 

• Product Mix:  Multi-product 

• Capital Requirements:  Intensive 

• Proprietary trading activities 
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Our Industry 

 

• Asset management in niche areas can grow faster with capital backing 

• Duration of capital and investment horizon has shortened 

 

 

Capital 

 

Infrastructure 

Investment Expertise 

 

 

 

 

 

 

 

 

 

• Regulation is forcing proprietary trading activities out of banks 

• Institutional capital seeks genuine alpha and low fees 

 

 

 

• Regulation is becoming more complex and more costly 

• Infrastructure and business risk are more relevant to investors 
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Evolution of TFG 

TFG Polygon TFG Post-Acquisition 

Infrastructure 

Investment Portfolio / Capital 

 

 

Infrastructure 

Access to New Businesses 

 

LCM + = 

Investment Portfolio 

 

 

Asset Management 

 

 

 

 

 

 

 

GreenOak 

Asset Management 

 

 

 

 

 

 

LCM 

GreenOak 

Hedge Funds 

Contracted management fees 

from other product 

Asset Management / Investment 

Expertise  

 

 

 

 

 

 

 

LCM 

GreenOak 

Hedge Funds 

LCM 

Contracted management fees 

from other product 
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Polygon Assets and Businesses Being Acquired 

• LCM: 25% of approximately $4.5 billion AUM loan manager 

• GreenOak: 13% of approximately $1.9 billion AUM real estate asset manager and advisory firm 

• Hedge Funds: 100% of approximately $450 million AUM hedge fund management business 

• Approximately $25 million of contracted management fee income from other product 

• Substantial potential synergy benefits and operational savings from consolidating LCM and GreenOak interests 

• Infrastructure for investment management 
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LCM 

• Loan manager established in 2001 

• Bought by TFG (75%) and Polygon (25%) in 2010 

• Specialist in below investment grade U.S. broadly 

syndicated leveraged loans 

• Excellent 10 year performance 

• Experienced team, dating back to early days of U.S. 

leveraged loan market 

• LCM cash flow CLOs* have maintained their par 

collateral while generating timely, uninterrupted cash 

flow streams 

 

 

Strong growth under joint TFG/Polygon ownership 

• 12 CLOs now under management 

• 3 new CLOs issued during 2012, raising 

approximately $1.4 billion in AUM 
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*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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GreenOak Real Estate 

• GreenOak Real Estate is a real estate focused 

principal investing and advisory firm – established 

spring 2010 

• Founding partners:  John Carrafiell, Sonny Kalsi, 

Fred Schmidt, Polygon (13%) and TFG (10%) 

• Offices in New York, London, Los Angeles, Munich 

and Tokyo; business activity focused on USA, 

Western Europe, and Japan 

• GreenOak US fund first close Feb 2011; final close 

with approximately $260 million 

• GreenOak Japan fund first close January 2012 with 

approximately $140 million; subsequent closing in 

process 

• GreenOak Europe has managed accounts of 

approximately $1.3 billion 
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Polygon Hedge Fund Products 

• Convertible Securities 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 
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Infrastructure 

• Principal offices:  London, New York and Tokyo 

• US SEC and FINRA registrations, UK FSA authorisation, Guernsey GSFC supervision, Dutch AFM supervision and 

Japan FSA registration 

Regulatory footprint 

Key office locations 

Legal 

Compliance 

Financial Control 

Systems Development 

Securities Finance 

Operations 

Marketing 

Research 

Technology 

Facilities Management 
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Deal Process 2012 

• In anticipation of the potential for a transaction, the board of directors of TFG constituted a committee 

composed of the four independent directors with no financial or beneficial interest in Polygon or the 

transaction (Rupert Dorey, David Jeffreys, Byron Knief and Greville V.B. Ward)  

 

• The Independent Committee engaged Simpson Thacher & Bartlett LLP and Carey Olsen as independent 

outside counsel  

 

• The Independent Committee then selected and engaged Perella Weinberg Partners UK LLP as 

independent financial advisor to TFG 

 

• The Independent Committee also engaged PricewaterhouseCoopers LLP to advise TFG as to the 

accounting and tax treatment of, and conduct due diligence with respect to, the potential transaction 

 

• Each of these advisors acted at the direction of, and reported solely to, the Independent Committee 

 

• Perella Weinberg Partners UK LLP was compensated on a fixed-fee basis without any success fees and 

delivered fairness and other opinions with respect to the acquisition 
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Deal Structure 

• All-share consideration 

• The majority of shares vest over five years 

• Non-competition / Exclusivity:  grow all new Polygon businesses within TFG 
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TFG Valuation 
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Evaluating TFG’s Asset Management Businesses – Case Study 

• The market traditionally does not use NAV as the most relevant means of valuing asset management businesses 

• The table demonstrates this issue using TFG’s original 75% investment in LCM 

LCM (using 100% of LCM’s financials) 2011 2012 Estimate % Change 

AUM 3,359 4,500* 34% 

Net profit before tax (assuming Q4 same as Q3) 8.2 9.9 21% 

Balance sheet value pre-deal 0.1 0.0 -93% 

*AUM as of 1 October is:  $4,461,188,499 

 

 



2012  |   18 

Pro Forma Financials – Estimated and Illustrative 

TFG Estimated Cash Flow (US$ millions) 

(1)2012 Q4 prorated from first three quarters of 2012 and full prorated 2012 figure used for 2013. 
(2)Assume $150 million tender offer plus Q3’s dividend paid in Q4 and other distributions through Q3. 

2012 Estimated Ranges for 2013 

Estimate Low High 

Opening Cash 212 144 144 

Net cash from operating activities(1) 363 350 375 

Investments 

• CLOs (113) (100) (125) 

• Direct Bank Loans 21 (10) (15) 

• Real Estate Vehicles (19) (40) (60) 

• Hedge Fund Vehicles (100) (10) (20) 

• New Businesses - (80) (100) 

Total Cash Used In Investments (211) (240) (320) 

Subtotal – net cash flow after investments pre-distributions 152 110 55 

Capital Distributions(2) (220) 

Closing Cash 144 

Cash as a % of Q3 2012 AUM 8.9% 
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Share Buyback 

• Intention for TFG to buy back up to a maximum of $150 million of existing shares 

• Deutsche Bank to act as dealer manager 

• A modified Dutch auction structure to be used 

• Details to be announced shortly 



2012  |   20 

Listing 

• Active versus Investment Income 

– The Company has been diversifying its assets from those that produce investment income to those that produce 

“active income” 

– Polygon – generally represents “active income” 

• Active income may help facilitate a possible move of TFG to a US listing over the longer term 

• US markets tend to offer better: 

– Research 

– Liquidity 

– Valuations 
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Summary 

• Transaction expedites TFG’s growth strategy to diversify and strengthen its income streams and to create a broad-

based financial services platform 

• Transaction accelerates TFG’s ability to generate asset management fee income in addition to capital appreciation 

and cash flow from investments 

• TFG to repurchase up to a maximum of $150 million worth of TFG shares through a modified Dutch auction 

structure  


