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Important Information

This document, which has been issued by Cheyne Capital Management (UK) LLP (“CCM”), comprises the written materials/slides for a presentation concerning Queen’s Walk Investment Limited (the 
“Company”).  This presentation does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or subscribe for, any shares in the Company or securities in 
any other entity nor shall it or any part of it nor the fact of its distribution form the basis of, or be relied on in connection with, any contract or investment decision in relation thereto.
This document contains forward-looking statements that involve substantial risks and uncertainties and actual results and developments may differ materially from those expressed or implied by these 
statements or a variety of factors. Past performance is no guide to performance in the future, the value of investments can go down as well as up. No reliance may be placed for any purposes whatsoever on 
the information contained in this document or on its completeness.  No representation or warranty, express or implied, is given by or on behalf of the Company, CCM or any of such persons' directors, 
officers or employees or any other person as to (a) the accuracy or completeness of the information or (b) the opinions contained in this document and no liability is accepted for any such information or 
opinions.
The information and any opinions contained in this document are provided as at the date of this presentation and are subject to updating, revision, verification, and amendment and such information may 
change without notice.
This document and its contents are confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, in whole or in part, for any purpose and it is 
intended for distribution in the United Kingdom only to persons who have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 or to those persons to whom it can otherwise lawfully be distributed. 
Notwithstanding the otherwise confidential nature of this document and its contents, the Company and each recipient (and each of their employees, representatives or other agents) may disclose to any and 
all persons, without limitation of any kind, the US federal income tax treatment and tax structure of the transaction and all materials of any kind (including opinions or other tax analyses) relating to such tax 
treatment and tax structure. This authorization to disclose the tax treatment and tax structure does not permit disclosure of information identifying the Company or this particular offering.
You are not our client or customer and we do not owe you any contractual or fiduciary responsibilities and you are not relying on CCM or any of its affiliates for information, advice or recommendations of any 
sort.  Nothing in this document should be construed as a recommendation to invest in any securities or funds, or as legal, accounting or tax advice.  This document is not for distribution to Private Customers 
as defined by the Financial Services Authority.
Neither this document nor any copy of it may be taken or transmitted into the United States of America, its territories or possessions, or distributed, directly or indirectly, in the United States of America, its 
territories or possessions, or to any US person (as defined in Rule 902 of Regulation S under the US Securities Act of 1933 (the “Securities Act”)).  This document does not constitute an offer to sell or the 
solicitation of an offer to buy the securities discussed herein. Neither this document nor any copy of it may be taken or transmitted into Australia, Canada or Japan or to Canadian persons or to any securities 
analyst or other person in any of those jurisdictions. Any failure to comply with these restrictions may constitute a violation of United States, Australian, Canadian or Japanese securities law.  The distribution 
of this document in other jurisdictions may be restricted by law and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions.  The securities 
referred to herein have not been and will not be registered under the applicable securities laws of Canada, Australia or Japan and, subject to certain exceptions, may not be offered or sold within Canada, 
Australia or Japan or to any national, resident or citizen of Canada, Australia or Japan. The securities mentioned herein have not been, and will not be, registered under the Securities Act, and may not be 
offered or sold in the United States, or to, or for the account or benefit of, US persons (as such term is defined in Regulation S under the Securities Act) unless they are registered under the Securities Act or 
pursuant to an exemption from registration. No public offer of the Shares is being made in the United States. In addition, the Company 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 that Act.

Cheyne Capital Management (UK) LLP is a limited liability partnership registered in England (Registered no. OC321484)
Registered Office: Stornoway House, 13 Cleveland Row London SW1A 1DH
Authorised and Regulated by The Financial Services Authority



Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

333

Strong fourth quarter performance underpins 
Queen’s Walk’s improved financial stability

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

• Portfolios generated cash flows significantly above forecasts

• Made considerable progress in improving financial stability

• Company is ahead of schedule repaying debt facility

• Investment grade bond portfolio performed well

• Cash balance has strengthened
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Fourth quarter financial review –
Cash flow ahead of forecast; losses ease

• Net loss of €2.3 million versus net loss of €20.6 million for quarter ended 31 December 2008

• Fair value write-downs of the portfolio of €5.2 million, down from €24.1 million
− Majority of write-downs were due to widening discount rates rather than the actual performance of assets

• NAV at quarter end was €3.96 per share compared to €4.12 per share as at 31 December 2008

• Cash proceeds of €12.4 million compared with forecast of €6.8 million

• Dividend of €0.08 per share for the quarter
− Equates to dividend yield of 21% on the share price as at 12 June 2009

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.
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Progress on financial stability and new investments

• Ahead of its target debt repayment schedule 
− €23.5 million of outstanding debt as at 31 May 2009, down from €35 million on 31 December 2008
− The Company had agreed with its lenders a target outstanding loan amount of €28.5 million for 30 September 2009

• Continuing to source attractive opportunities in investment grade bonds 
− As at 31 May 2009, spent €8.8 million to purchase €19.7 million face value of bonds 
− The investment grade bond portfolio recorded a cash-on-cash yield of approximately 17%¹ during the fourth quarter

• QWIL’s investment portfolio remains cash generative and is expected to achieve lifetime cash flows of 
approximately €185 million

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

¹Total cash proceeds received in the quarter divided by amortised cost value of the bonds.



Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

666

Fourth quarter financial highlights 
– Income statement

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

Income Statement (Euro) 31 Mar 2009 31 Dec 2008 30 Sep 2008

Operating income 3,792,021 5,206,236 6,309,383

Operating expenses
Finance costs -284,602 -593,538 -660,478 
Other operating expenses -701,581 -1,116,604 -1,250,551 
Total operating expenses -986,183 -1,710,142 -1,911,029 

Net operating income 2,805,838 3,496,094 4,398,354

Realised and unrealised gains and loss on investment portfolio -6,171,078 -28,212,633 -41,773,496 
Net gains/losses on investments at fair value through interest 
rate swaps, foreign currency and options 1,017,058 4,071,478 -343,039 
Total asset value adjustments -5,154,020 -24,141,155 -42,116,535 

Net loss/profit -2,348,182 -20,645,061 -37,718,181 
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Fourth quarter financial highlights 
– Balance sheet

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

Balance Sheet (Euro millions) 31 Mar 2009 31 Dec 2008 30 Sep 2008

Assets
Cash and Cash Equivalents 18.7 17.3 18.7
Assets at Fair Value 114.2 126.7 158.1
Other Assets 1.6 2.4 2.9
Derivative Financial Assets 3.5 2.3 0.2

Total Assets 138.0 148.7 180.0

Liabilities
Term Financing -29.5 -35.0 -40.5

Dividend Payable -2.1 -2.1 -4.0
Performance Fee 0.0 0.0 0.0
Other Liabilities -0.8 -1.4 -2.4

Total Liabilities -32.4 -38.5 -47.0

NET ASSETS 105.6                     110.2                      133.0                     
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Investment Review
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A rigorous approach to valuation

• The Company values each asset in the portfolio on a fair value basis1. In a liquid market, the fair values of 
the assets would be determined by bid prices observed in the market

• Given illiquidity in the ABS residual market, both bid values and brokers marks have become rarer
− Broker marks are received for 6 out of 21 of the Company’s residuals

• The Company has elected to value its residuals using cash flow models, in the absence of a market bid
− Valuation Models – The Company has cash flow models for each of the Company’s residuals.  Pricing assumptions, including market 

discount rates, prepayment rates, default rates and credit losses are revised periodically to take into account changes in actual 
performance and macro conditions

− Discount rate – a 15% discount rate applied to the expected cash flows from the mortgage portfolios and a 20% discount rate applied to 
the expected cash flows from the SME portfolio 

− External validation – For each of the Company’s residuals, except for the two CDO assets, the Company employs an external validation 
agent to evaluate the Company’s investments and establish a range of valuations based on the degree of liquidity, credit rating, the 
security type and consistency amongst pricing sources 

• The bond portfolio continues to be valued using market prices.  The Company takes the average of two 
marks to determine the value of the bonds

¹For more details please refer to note 3 of the Company’s 2009 Annual Report
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A diversified portfolio of European loans

• The Company has a portfolio of diversified European investments:
− Five Portuguese mortgage portfolios (classified as residuals)
− One Italian mortgage portfolio (classified as residuals)
− Seven UK non-conforming mortgage portfolios (classified as residuals)
− Four small-to-medium enterprise (“SME”) loan portfolios (classified as residuals)
− Investment grade European ABS bonds 

• The Company receives cash flows from the UK and European mortgage portfolios after financing costs 
and credit losses in the portfolios

• With respect to the SME loan portfolios, the Company receives a CDS premium in exchange for insuring 
against credit losses in the underlying loan portfolios

• Investment grade bonds benefit from a Libor-linked interest payment and in some cases have a return of 
principal on each interest payment date

• All loan portfolios are term-financed and not exposed to refinancing risk
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European mortgage portfolio review

• Fourth quarter cash flow of €6.4 million compared to €2.8 million in the third quarter

• Higher than expected cash flows from the Lusitano 1 and 2 portfolios
− These payments accounted for approximately €2.8 million of the cash flows received in the quarter

• Average default rate in the quarter was unchanged at 1.06%

• The Company has assumed a higher default rate in its cash flow forecast. However lower Euribor rates 
could reduce mortgage servicing costs for borrowers, thereby reducing arrears and default rates
− Currently assuming that the average default rate in the portfolio will increase to 1.32%

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.



Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

121212

European mortgage portfolio – refinancing 
sensitivity

• Each of the mortgage portfolios can be refinanced by the securitisation sponsor after a certain date.  When the 
portfolios are refinanced the loss reserve that the Company has invested in the securitisation is returned

• The table below summarises the sensitivity of the net present value to different dates of refinancing of the 
underlying portfolios

• Scenario 1 – Refinancing occurs when the mortgage portfolio is 10% of its original size
• Scenario 2 – Refinancing occurs when the mortgage portfolio is 5% of its original size

Refinancing Date

Current Assumption Scenario 1 Scenario 2

Lusitano 1 15-Dec-11 15-Sep-17 15-Jun-20

Lusitano 2 15-Nov-12 15-May-20 15-May-23

Lusitano 3 16-Oct-13 16-Jan-20 16-Jan-23

Magellan 1 15-Dec-10 16-Sep-16 16-Sep-19

Magellan 2 18-Oct-10 18-Apr-17 18-Jul-20

Sestante 1 27-Jun-14 27-Jun-14 27-Dec-15

Portfolio Value €mm 64.24 66.42 60.97
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• Portfolio continues to perform ahead of expectations 

• Fourth quarter cash flow of €4.3 million compared with €3.4 million the previous quarter

• Actual default rates in the March quarter were lower than the Company’s forecast default rates

• The current default rate forecasts anticipate further economic deterioration

• Revised March forecast default rates are on average 137% greater than the average default rate in the past 
twelve months

1313

SME portfolio review

Deal
Actual Default Rate In 
Previous 12 months

Forecast Annual Default Rate 
(December 2008 assumptions)

Forecast Annual Default Rate 
(March 2009 assumptions)

Amstel 06-1 0.30% 0.60% 0.60%

Smart 06-1 0.80% 2.00% 2.00%

Gate 06-1 0.49% 1.04% 1.05%

Gate 05-2 1.75% 2.50% 4.30%

Average 0.84% 1.54% 1.99%
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UK mortgage investments – portfolio review

• Cash flow in the fourth quarter stood at £1.3 million compared with £1.3 million in the previous quarter, ahead 
of expectations

• Following write-downs in the quarter, the UK mortgage portfolio is valued at €3.7 million

• Alba 05-1, Alba 06-1, Eurosail 06-1 and Newgate mortgage portfolios are now valued at zero.  There remains 
little likelihood of recovery in these mortgage portfolios

• The Company has persuaded mortgage originators to repurchase some loans that did not satisfy 
representations and warranties provided at the time of the securitisation   
− In the March quarter, the Company received approximately £0.7 million from mortgage originators

• The Company will continue to review the quality of its mortgage loans

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.
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Investment grade bond portfolio

• As at 31 March 2009, the Company had spent €7.4 million on bond investments, and a total of €8.8 million 
up to 31 May 2009.  The average purchase price was €0.45 of the notional value of the bond

• Weighted average rating of the portfolio (based on invested amount) is approximately A-

1. Vintage reflects the issue date of the bond
2. Residential Mortgage Backed Securities
3. Commercial Mortgage Backed Securities

Percentage of Portfolio by Value

Percentage of Portfolio by Value

100.00%9.11%38.70%30.91%16.77%4.50%Total

20.89%7.98%12.90%BBB

14.95%14.95%A

28.34%23.76%4.58%AA

35.83%1.12%18.01%12.20%4.50%AAA

Total20072006200520042003Rating by Vintage1

100.00%7.97%11.36%4.58%9.35%14.04%36.34%16.36%Total

20.89%7.98%12.90%BBB

14.95%3.37%11.57%A

28.34%4.58%23.76%AA

35.83%7.97%9.35%2.47%12.58%3.45%AAA

TotalSMEEuro CMBS3UK CMBS3Euro Prime 
RMBS2

UK Non-
Conforming 

RMBS2

UK Buy To Let 
RMBS2

UK  Prime 
RMBS2

Rating by 
Type
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Financial review – Fair value changes

• For each asset class, the table below shows the change in fair values from 31 December 2008 to 31 March 2009.  Fair value 
changes reflect both the natural amortisation of the asset due to principal receipts as well as fair value write-downs in the 
quarter

• Fair value changes totalled €14 million between the December and March quarters.  The fair value changes are divided 
between returns of principal, fair value write-downs of the residual investment portfolio and the bond portfolio.  With respect 
to the above, the Company received €7.8 million of principal from the investment portfolio, recorded €5.2 million of fair value 
write-downs against the residuals, and recorded €1.0 million of fair value losses on the bond portfolio

1. Fair values as at 31 December 2008 are expressed using 31 March 2009 F/X rates.
2. The fair value figures for 31 December 2008 and 31 March 2009 include accrued interest.
3. Cash flows for 31 December 2008 are expressed using 31 March 2009 F/X rates.
4. The values for each column may not sum to the total due to rounding differences.

Past performance is not a guide to future results.  Actual results and developments may differ materially from those expressed or implied herein.

12.4 8.2 -14.0109.6123.6TOTAL4

0.3 0.3 -1.05.36.2Investment Grade Bonds

0.0 0.0 0.00.00.0US Mortgages

-0.2 -0.70.00.7CDO

4.3 3.4 -6.536.442.9SME

6.4 2.8 -3.264.267.4Euro Mortgages

1.4 1.4 -2.63.76.3UK Mortgages

Cash flows Received in the 
Quarter Ended 31 March 2009

(€mm)

Cash flows Received in the 
Quarter Ended 31 December 20083

(€mm)

Fair Value Change Since 
31 December 2008 

(€mm)

31 March 2009  
Fair Value2

(€mm)

31 December 2008 
Fair Value1,2

(€mm)Asset Class
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Expected cash flow profile of the Company’s 
investment portfolio

• Total loss adjusted cash flow forecasts 
as at 31 March 2009: €185.2 million
− Total cash flow forecasts as at 31 

December 2008: €200.7 million

• Total forecasted cash flows have 
dropped in line with the cash flows 
received in the period

• Revised loss adjusted cash flow 
forecast uses conservative assumptions 
to reflect impact of further economic 
deterioration on the European and SME 
portfolios

• The Company’s market capitalisation is 
approximately €47 million1. Cash flows reflect both interest and principal repayments from the Company’s residual  and investment grade 

bond portfolio.
2. Cash flows for the 31 October 2010 period assume repurchase of the Magellan 1 and Magellan 2 portfolio by 

BCP.
Any projections or analysis provided to assist the recipient of this presentation in evaluating the matters described herein may be based on subjective assessments and assumptions and 
may use one among alternative methodologies that produce different results. Accordingly, any projections or analysis should not be viewed as factual and should not be relied upon as an 
accurate prediction of future results. Furthermore, to the extent permitted by law, neither the Company, CCM nor any of their agents, service providers or professional advisers assumes any 
liability or responsibility nor owes any duty of care for any consequences of any person acting or refraining to act in reliance on the information contained in this statement or for any decision 
based on it.

Expected Cash Flow Profile from the Investment Portfolio Per 6 
Month Period 
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Company outlook

• QWIL to continue its strategy of improving financial stability

• The Company will continue to repay its financing facility while selectively taking advantage of investment 
opportunities in the ABS markets

• The Company expects cash balances to remain strong and in excess of €13 million as at 30 June 2009

• The Company’s total loss adjusted cash flow forecast of €185 million is based on default rates that take 
into account a further weakening in the European mortgage and SME portfolios

• The Company’s capital structure, cash flow profile and low level of leverage make it well suited to take 
advantage of the current market dislocations
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Appendix 1 – Summary of facility schedules

Target Loan Amount

Date Before Magellan 1 
is refinanced

After Magellan 1 is 
refinanced

Residual 
Investments

30% until Sept 2009
27.5% until Dec 2009
20% thereafter

25% until Dec 2009
20% thereafter

ABS AA or above 50% 50%

ABS A or above 40% 40%

ABS BBB or above 30% 30%

ABS BB or above 15% 15%

Applicable Percentage Schedule

Date Target Loan Amount1

31 December 2008 35,000,000

31 March 2009 33,000,000

30 June 2009 31,000,000

30 September 2009 28,500,000

31 December 2009 27,000,000

31 March 2010 25,000,000

30 June 2010 12,000,000

30 September 2010 10,000,000

31 December 2010 0

31 March 2011 0

1. The target loan amount prior to 30 June 2010 will reduce 
by €11 million when Magellan 1 is refinanced

The Applicable Percentage for all assets will be 10% after March 2011


