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The discussion of portfolio investments represents the views of the investment manager.
These views are current as of the date of this commentary but are subject to change
without notice. As of the date of this publication, Aguitania Capital Management has a
position in the securities mentioned herein and may purchase or sell shares at any time
without notice. All information provided is for information purposes only and should not be
considered as investment advice or a recommendation to purchase or sell any specific
security. Security examples featured are samples for presentation purposes and are
intended to illustrate our investment philosophy and its application. While the information
presented herein is believed to be reliable, no representations or warranty is made
concerning the accuracy of any data presented. Portfolio composition will change due to
ongoing management of the portfolios. References to individual securities are for
informational purposes only and should not be construed as recommendations by
Aquitania Capital Management or its members.



Aquitania Capital Management seeks to maximize risk-adjusted returns by identifying
and capitalizing on securities trading at values meaningfully divergent from their
respective fair values by integrating:

an intensive fundamental research discipline

a private equity valuation methodology

an event-oriented perspective

Long-Biased, global investor across the capital structure

Seeking dislocations where our counterparties are making uneconomic decisions

Asymmetric reward-to-risk situations with high conviction in a variant thesis through intensive

independent research

Securities that are either being accidentally overlooked or actively avoided by most investors



@ Chimera (CIM) is a mortgage REIT formed in 2007 and managed by FIDAC, a wholly-
owned subsidiary of Annaly Capital Management (NLY)

CIM pays FIDAC a flat fee on equity of 1.5% (0.75% from 11/12 — resolution of accounting issues)

@ Chimera primarily owns non-agency residential mortgage backed securities

Managing credit risk is the principal value driver

Financial leverage is significantly lower at 1.05x D/E @ 12/31/11 compared to agency mortgage REITS at
5.0x — 7.0x

Portfolio has great structural leverage from retaining subordinate and mezzanine tranches of re-REMIC
securitizations done in 2009 — 2010

Non-agency portfolio was purchased at very low cost — over $2.4b discount on $2.6b fair value portfolio

@ Chimera offers a highly-levered upside to an improving housing market without
significant downside exposure

® Market Capitalization: $3.2b, P/B: 1.0x, Dividend Yield: 11.6%



Financial statements are not current due to accounting restatement
Potential NYSE delisting resulting from non-current financials

Very limited communications with investors

GAAP accounting treatment wildly deviates from cash economics
Priced below $5 a share

Trades with agency mREIT peer group although facing different set of risks and

opportunities



Portfolio Structure
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Accounting Issues
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@ Oxford English Dictionary definition of “Chimera™;

(2) ‘A thing that is hoped or wished for but in fact is illusory or impossible to achieve’

@ Accounting bears little relation to cash economics

Book value likely understates economic value
Most non-agency securities held are private, non-rated and with no public market
Loss assumptions used are undisclosed but described as ‘draconian’
Company estimates fair value then gets broker quotes — which often have a 20pt bid/ask
O Management estimate are used if within broker quote
GAAP earnings do not relate to cash flows

GAAP earnings driven by large amortization of discounts on securities and Other Than Temporary
Impairments

GAAP forces recognizing OTTI even if no deterioration in performance of loan
Taxable earnings likely exceed cash flows due to amortization of discounts

Dividends at 90% of taxable income likely consist of some principal payments
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Reward-to-Risk
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Contact

AQUITANIA CAPITAL MANAGEMENT
4407 BEE CAVE ROAD, SUITE 513
AUSTIN, TEXAS 78746
512 329-5999
INFO@AQUICAP.COM
WWW.AQUITANIACAPITAL.COM
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