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PART I. FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statement{unaudited)
NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except share and per simangnas)

March 31, December 31,
2010 2009
ASSETS (unaudited’
Cash and cash equivalents $ 22,75: $ 24,52:
Restricted cash 3,04¢ 3,04¢
Investment securities - available for sale, at¥alue (including pledged securities of $80,358 a
$91,071, respectively) 167,44¢ 176,69:

Accounts and accrued interest receivable 1,69(C 2,04¢
Mortgage loans held in securitization trusts (net) 259,07: 276,17¢
Receivable for securities sold 2,93¢ —
Derivative assets — 4
Prepaid and other assets 2,70¢ 2,107
Assets related to discontinued operation 4,21¢ 4,217

Total Assets $ 463,86¢ $ 488,81«

LIABILITIES AND STOCKHOLDERS'’ EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 75,79¢ $ 85,10¢
Collateralized debt obligations 249,81¢ 266,75:
Derivative liabilities 2,31 2,511
Accounts payable and accrued expenses 4,78¢ 4,93¢
Subordinated debentures (net) 44,95 44,89:
Convertible preferred debentures (net) 19,88¢ 19,85!
Liabilities related to discontinued operation 1,44C 1,77¢

Total liabilities 399,00: 425,82
Commitments and Contingencies
Stockholders’ Equity:
Common stock, $0.01 par value, 400,000,000 autbdyi2,419,094 and 9,415,094, shares issu

and outstanding, respectively 94 94

Additional paid-in capital 140,11¢ 142,51¢
Accumulated other comprehensive income (loss) 13,43: 11,81¢
Accumulated deficit (88,77¢) (91,449

Total stockholders’ equity 64,86¢ 62,98’

Total Liabilities and Stockholders’ Equity $ 463,86¢ $ 488,81-

See notes to condensed consolidated financialrstatts.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(amounts in thousands, except per share amounts)

REVENUE:

Interest income-investment securities and loand ime$ecuritization trusts
Interest expense-investment securities and loaddsimsecuritization trusts
Net interest income from investment securities and

loans held in securitization trusts
Interest expense — subordinated debentures

Interest expense — convertible preferred debentures

Net interest income
OTHER INCOME (EXPENSE):
Provision for loan losses
Impairment loss on investment securities
Realized gain on investment securities
Total other income (expense)
EXPENSE:
Salaries and benefits
Professional fees
Management fees
General, administrative and other
Total expenses
INCOME FROM CONTINUING OPERATIONS
Income from discontinued operation - net of tax
NET INCOME

Basic income per common share

Diluted income per common share

Dividends declared per common share
Weighted average shares outstanding-basic
Weighted average shares outstanding-diluted

See notes to condensed consolidated financialms&ates.

(unaudited)

For the Three Months
Ended March 31,

2010 2009
$ 6,221 $ 8,58t
(1,399 (3,130

4,82¢ 5,45¢

(75¢) (824)

(662) (537)

3,40¢ 4,09¢

2 (629

— (119)

807 12

80¢ (625)

532 541

282 341

464 182

577 50€

1,85¢ 1,57(

2,357 1,89¢

311 15¢

$ 2,666 $ 2,05¢
$ 0.2¢ $ 0.2z
$ 0.2¢6 $ 0.2z
$ 0.28 $ 0.1¢
9,41¢ 9,32(

11,91¢ 11,82(




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS'’ E QUITY
For the three months ended March 31, 2010
(dollar amounts in thousands)

(unaudited)
Accumulated
Additional Other
Common Paid-In Accumulated Comprehensive Comprehensive
Stock Capital Deficit Income/(Loss) Income Total
Balance, December 31, 2009 $ 94 $ 142,51¢ $ (91,444 $ 11,81¢ $ 62,98’
Net income — — 2,66¢ — $ 2,66¢ 2,66¢
Restricted Stock issuance (48) (48)
Dividends declared — (2,355 — — — (2,355
Reclassification adjustment for net
gain included in net income — — — (872 (872 (872

Reclassification of gain for sales o

investment -available for sali

securities — — — 2,081 2,081 2,081
Increase in fair value of derivative

instruments utilized for cash

flow hedges — — — 40¢E 40¢ 40¢
Comprehensive income — — — — 3 4,28 —
Balance, March 31, 2010 $ 94 $ 140,11t $ (88,77¢) $ 13,43: $ 64,86¢

See notes to condensed consolidated financialrstates.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollar amounts in thousands)

(unaudited)
For the Three Months Ended
March 31,
2010 2009
Cash Flows from Operating Activities:
Net income $ 2,66¢ $ 2,05¢
Adjustments to reconcile net loss to net cash plexdviby operating activities:
Depreciation and amortization 32C 353
Amortization of discount on investment securitiag aortgage loans held in securitization
trusts (839) (98)
Realized gain on securities and related hedges (807) (123
Impairment loss on investment securities — 11¢
Provision for loan losses 2 62¢
Lower of cost or market adjustment mortgage loasid for sale — 10z
Restricted stock issuance (49 —
Changes in operating assets and liabilities:
Proceeds from sales or repayments of mortgage loadgor sale 8 961
Accounts and accrued interest receivable 35¢ 303
Prepaid and other assets (39€) (281)
Due to loan purchasers — (29
Accounts payable and accrued expenses (4893 (75%)
Net cash provided by operating activit 78< 3,24¢
Cash Flows from Investing Activities:
Restricted cash — 3,71(
Purchases of investment securities — (7,729
Proceeds from sales of investment securities 35¢ 144,50:
Principal repayments received on mortgage loargsihnedecuritization trusts 16,77¢ 11,49:
Principal paydowns on investment securities - abdd for sale 8,98z 19,51(
Net cash provided by investing activiti 26,11 171,48t
Cash Flows from Financing Activities:
Decrease in financing arrangements (9,307 (126,14
Dividends paid (2,355 (932
Payments made on collateralized debt obligations (17,007 (12,050
Net cash (used in) financing activiti (28,669 (139,129
Net Increase (Decrease) in Cash and Cash Equivalent (1,769 35,60:
Cash and Cash Equivalents - Beginning of Period 24,52: 9,38
Cash and Cash Equivalents - End of Period $ 22,75¢ $ 44,99(
Supplemental Disclosure:
Cash paid for interest $ 2,46¢ $ 4,03:
Non-Cash Investment Activities:
Purchase of investment securities not yet settled $ — $ 60¢
Sale of investment securities not yet settled $ 293 $ —
Non-Cash Financing Activities:
Dividends declared to be paid in subsequent period $ 2,35t $ 1,67¢




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
March 31, 2010
(unaudited)

1. Summary of Significant Accounting Policies

Organization- New York Mortgage Trust, Inc., together with @snsolidated subsidiaries (“NYMT", the “Companyivé”, “our”,
and “us”), is a self-advised real estate investntierst, or REIT, in the business of acquiring anahaging primarily residential adjustable-
rate, hybrid adjustable-rate and fixed-rate mortgbgcked securities (“RMBSjor which the principal and interest payments arargntee
by a U.S. Government agency, such as the GovernNadignal Mortgage Association (“Ginnie Mae”) obJaS. Governmensponsored enti
(“GSE” or “Agency”), such as the Federal Nationabitjage Association (“Fannie Maedy the Federal Home Loan Mortgage Corpor:
(“Freddie Mac”), which we refer to collectively &gency RMBS,” RMBS backed by prime jumbo and Altative A-paper (“Alt-A”) (“non-
Agency RMBS”), and prime credit quality residentadjustable-rate mortgage (“ARM1ans held in securitization trusts, or prime A
loans. The remainder of our current investmentfplis is comprised of notes issued by a collaieea loan obligation (“CLO").We als¢
may opportunistically acquire and manage variohgrotypes of real estatelated and financial assets, including, amongrdthiags, certai
non-rated residential mortgage assets, commerabatgage-backed securities (“CMBS™3pmmercial real estate loans and other sii
investments. Subject to maintaining our qualificatas a REIT, we also may invest in debt or egsétgurities, which may or may not
related to real estate. We seek attractive kemgr investment returns by investing our equityited@nd borrowed funds in such securit
Our principal business objective is to generatammime for distribution to our stockholders resigtfrom the spread between the interest
other income we earn on our interesiring assets and the interest expense we payedrotrowings that we use to finance these asséd
our operating costs, which we refer to as our metrést income.

The Company conducts its business through the pam@mpany, NYMT, and several subsidiaries, inclgdspecial purpo:
subsidiaries established for loan securitizatiorppses, a taxable REIT subsidiary ("TRS") and difigéh REIT subsidiary ("QRS"). Tt
Company conducts certain of its portfolio investineperations through its wholly-owned TRS, Hypoth&apital, LLC (“HC"),in order tc
utilize, to the extent permitted by law, some droéla net operating loss carfgrward held in HC that resulted from the Compaexi from
the mortgage lending business. Prior to March2BD7, the Company conducted substantially all ofibrtgage lending business thro
HC. The Company's wholly-owned QRS, New York Made Funding, LLC (“NYMF”) currently holds certaimortgagerelatec
assets for regulatory compliance purposes. The paosn also may conduct certain other portfolio itwent operations related to
alternative investment strategy through NYMF. T@empany consolidates all of its subsidiaries ungenerally accepted account
principles in the United States of America (“GAAP”)

The Company is organized and conducts its opematiorqualify as a REIT for federal income tax puwgm As such, the Comps
will generally not be subject to federal income ¢exthat portion of its income that is distributedstockholders if it distributes at least 909
its REIT taxable income to its stockholders bydie date of its federal income tax return and caaplith various other requirements.

Basis of PresentationThe condensed consolidated balance sheet as ofribece31, 2009, has been derived from audited fiiad
statements. The condensed consolidated balanetssiteMarch 31, 2010 and December 31, 2009, thdertsed consolidated statemen
operations for the three months ended March 31020 2009, the condensed consolidated statemestbakholdersequity for the thre
months ended March 31, 2010 and the condensed ldatsed statements of cash flows for the three m®ehded March 31, 2010 and 2
are unaudited. In our opinion, all adjustmentsi¢ivlinclude only normal recurring adjustments) reseey to present fairly the Compasy’
financial position, results of operations and céistvs have been made. Certain information andrio® disclosures normally includec
financial statements prepared in accordance witteigdly accepted accounting principles in the UhiGtates of America (“GAAP have
been condensed or omitted in accordance with A&rfi€l of Regulation S-X and the instructions to FA&OH). These condensed consolidi
financial statements should be read in conjunotith the consolidated financial statements and sittiereto included in our Annual Reg
on Form 10-K for the year ended December 31, 2@89filed with the Securities and Exchange Commisgi®EC"). The results ¢
operations for the three months ended March 310 204 not necessarily indicative of the operatesyits for the full year.

The accompanying condensed consolidated finantEt¢raents include our accounts and those of ousddioiated subsidiaries. /
significant intercompany amounts have been elinsithatThe preparation of financial statements if@wonity with GAAP requires us to ma
estimates and assumptions that affect the repartesiints of assets and liabilities and disclosureootingent assets and liabilities at the
of the financial statements and the reported ansoahtevenues and expenses during the reportirigdser Actual results could differ frc
those estimates.

Prior period amounts have been reclassified toaomfto current period classifications, includingSenillion of real estate own



previously included in mortgage loans held in siization trusts (net) to prepaid and other assets.

The Company has evaluated all events or transactlfmough the date of this filing. During this joel, the Company did not he
any material subsequent events that impacted litdentsed consolidated financial statements.




Investment Securities Available for Sal@he Company's investment securities include RMB8&prised of Fannie Mae, non-
Agency RMBS, initially rated AAA securities and CkOnvestment securities are classified as availfdl sale securities and are reporte
fair value with unrealized gains and losses repoirneother comprehensive income (“OCIRealized gains and losses recorded on the s
investment securities available for sale are basethe specific identification method and includedealized gain (loss) on sale of secur
and related hedges in the condensed consolidas¢eh®snts of operations. Purchase premiums or dit€@mn investment securities
amortized or accreted to interest income over thtemated life of the investment securities using thterest method. Adjustments
amortization are made for actual prepayment agtivit

When the fair value of an investment security issl¢han its amortized cost at the balance sheet s security is considel
impaired. The Company assesses its impaired siesuon at least a quarterly basis, and desigrsaiels impairments as either “temporaoy”
“other-than-temporary.’lf the Company intends to sell an impaired secudtyit is more likely than not that it will be reiged to sell th
impaired security before its anticipated recovehgn it must recognize an other-thmporary impairment through earnings equal tc
entire difference between the investmeraimortized cost and its fair value at the balatheet date. If the Company does not expect t@e
other-than-temporarily impaired security, only gwetion of the other-thatemporary impairment related to credit losses é®geized throug
earnings with the remainder recognized as a commpook other comprehensive income (loss) on the ensdd consolidated bala
sheet. Impairments recognized through other cohgmsive income (loss) do not impact earnings. okollg the recognition of an other-
thantemporary impairment through earnings, a new casishis established for the security and may nadpested for subsequent recove
in fair value through earnings. However, othemtbtemporary impairments recognized through earningy e accreted back to
amortized cost basis of the security on a prospediasis through interest income. The determinaa®to whether an other-thtamporar
impairment exists and, if so, the amount considether-thantemporarily impaired is subjective, as such deteations are based on b
factual and subjective information available attihee of assessment. As a result, the timing anduat of other-thanemporary impairmen
constitute material estimates that are susceptbdégnificant change. (see note 2)

Mortgage Loans Held in Securitization TrustdMortgage loans held in securitization trusts argage adjustable rate mortge
("ARM") loans transferred to New York Mortgage Tr@905-1, New York Mortgage Trust 2005-2 and Newkv®lortgage Trust 2003-tha
have been securitized into sequentially rated etasd beneficial interests. Mortgage loans heldeéouritization trusts are carried at tl
unpaid principal balances, net of unamortized puamor discount, unamortized loan origination c@std allowance for loan losses.

Interest income is accrued and recognized as revemen earned according to the terms of the moetdaans and when, in t
opinion of management, it is collectible. The aetrof interest on loans is discontinued when, imagemens opinion, the interest is r
collectible in the normal course of business, lbuhd case when payment becomes greater than 90ddéigguent. Loans return to acct
status when principal and interest become curnashiaae anticipated to be fully collectible.

Allowance for Loan Losses on Mortgage Loans Hel&éguritization Trusts We establish an allowance for loan losses bas:
management's judgment and estimate of credit laskesent in our portfolio of mortgage loans heidsecuritization trusts.

Estimation involves the consideration of variousdit-related factors including but not limited toacroeconomic conditions, tl
current housing market conditions, loanvedue ratios, delinquency status, historical crémits severity rates, purchased mortgage insu
the borrower's current economic condition and ofaetors deemed to warrant consideration. Additignave look at the balance of a
delinquent loan and compare that to the currentevaf the collateralizing property. We utilize vars home valuation methodoloc
including appraisals, broker pricing opinions (“BFY) internetbased property data services to review comparablegepties in the same a
or consult with a realtor in the property's area.

Comparing the current loan balance to the propeatye determines the current loan-to-value (“LTV&jio of the loan. General
we estimate that a first lien loan on a proper@t thoes into a foreclosure process and becomesstate owned (“REO")esults in th
property being disposed of at approximately 84%hefcurrent appraised value. This estimate is basadanagement's experience as we
realized severity rates since issuance of our gemations. During 2008, as a result of the sigmafit deterioration in the housing market,
revised our policy to estimate recovery values thase current home valuations less expected coswmisigose. These costs typici
approximate 16% of the current home value. It issille given today's deteriorating market condgjome may realize less than that retul
certain cases. Thus, for a first lien loan thatenquent, we will adjust the property value dawrapproximately 84% of the current propi
value and compare that to the current balanceefdhn. The difference determines the base provifio the loan loss taken for that lo
This base provision for a particular loan may bpistéd if we are aware of specific circumstances thay affect the outcome of the |
mitigation process for that loan. Predominatelywéaeer, we use the base reserve number for ourveser

The allowance for loan losses will be maintainedtigh ongoing provisions charged to operating ineand will be reduced |
loans that are charged off.






Derivative Financial InstrumentsThe Company has developed risk management prograchprocesses, which include investm
in derivative financial instruments designed to agamarket risk associated with its securitiesstment activities.

Derivative instruments contain an element of riskthie event that the counterparties may be unablmdet the terms of su
agreements. The Company minimizes its risk exposyrdimiting the counterparties with which it ergeinto contracts to banks ¢
investment banks who meet established credit amitataguidelines. Management does not expect anynteoparty to default on
obligations and, therefore, does not expect toriramy loss due to counterparty default. In addijtiath outstanding interest rate sv
agreements have bi-lateral margin call capabilitiesaning the Company will require margin for ietrrate swaps that our in the Company’
favor minimizing any amounts at risk.

Interest Rate Risk The Company hedges the aggregate risk of intesdstfluctuations with respect to its borrowinggamlless ¢
the form of such borrowings, which require paymdsgised on a variable interest rate index. The Cagnganerally intends to hedge only
risk related to changes in the benchmark interst {London Interbank Offered Rate (“LIBORMhe Company applies hedge accour
utilizing the cash flow hedge criteria.

In order to reduce such risks, the Company entdcs sSwap agreements whereby the Company receigatini rate payments
exchange for fixed rate payments, effectively coting the borrowing to a fixed rate. The Comparsoatnters into cap agreements whel
in exchange for a premium, the Company is reimlalifgeinterest paid in excess of a certain cappée r

To qualify for cash flow hedge accounting, intemesgé swaps and caps must meet certain criteghdimg:
. the items to be hedged expose the Company to sttexe risk; and

. the interest rate swaps or caps are expected amdbeontinue to be highly effective in reducing @@mpany's exposure
interest rate risk.

The fair values of the Company's interest rate saggeements and interest rate cap agreements sed ba values provided
dealers who are familiar with the terms of thesgriiments. Correlation and effectiveness are peadlg assessed at least quarterly b
upon a comparison of the relative changes in tlev&ues or cash flows of the interest rate swad caps and the items being hedged.

For derivative instruments that are designatedaqradify as a cash flow hedge (i.e. hedging the exp®to variability in expect
future cash flows that is attributable to a pattcuisk), the effective portion of the gain or $osn the derivative instruments are reported
component of OCI and reclassified into earningshe same period or periods during which the hedgausaction affects earnings. ~
remaining gain or loss on the derivative instruraéntexcess of the cumulative change in the presdoe of future cash flows of the hed
item, if any, is recognized in current earningsiniythe period of change.




With respect to interest rate swaps and caps tna hot been designated as hedges, any net payoretgs, or fluctuations in tl
fair value of, such swaps and caps, will be reczgphin current earnings.

Termination of Hedging RelationshipsThe Company employs a number of risk managemenitorong procedures to ensure 1
the designated hedging relationships are demoimgjradnd are expected to continue to demonstratégla level of effectiveness. Hec
accounting is discontinued on a prospective bésissi determined that the hedging relationshipaslonger highly effective or expected tc
highly effective in offsetting changes in fair valaf the hedged item.

Additionally, the Company may elect to un-designatéedge relationship during an interim period aedesignate upon tl
rebalancing of a hedge profile and the correspantiedge relationship. When hedge accounting isodiswied, the Company continue
carry the derivative instruments at fair value wittanges recorded in current earnings.

Revenue Recognitioninterest income on our residential mortgage lcamd mortgagdacked securities is a combination of
interest earned based on the outstanding prindipidnce of the underlying loan/security, the catral terms of the assets and
amortization of yield adjustments, principally piems and discounts, using generally accepted istenethods. The net GAAP cost over
par balance of self-originated loans held for itnent and premium and discount associated witlptiiehase of mortgageacked securitie
and loans are amortized into interest income dwellives of the underlying assets using the effecyield method as adjusted for the eff
of estimated prepayments. Estimating prepaymentisttz remaining term of our interest yield investitserequire management judgm
which involves, among other things, consideratibpassible future interest rate environments anéstimate of how borrowers will react
those environments, historical trends and perfooeaihe actual prepayment speed and actual livelsl &® more or less than the amc
estimated by management at the time of originatiopurchase of the assets or at each financiattieggeriod.

With respect to interest rate swaps and caps that hot been designated as hedges, any net payoretgs, or fluctuations in tl
fair value of, such swaps and caps, will be reczgphin current earnings.




Stock Based CompensatioilCempensation expense for equity based awards égméred over the vesting period of such awi
based upon the fair value of such awards at tha glete (see note 15).

Income Taxes The Company operates so as to qualify as a REI€rutheé requirements of the Internal Revenue CodguRement
for qualification as a REIT include various redioas on ownership of the Compasystock, requirements concerning distribution ahtde
income and certain restrictions on the nature sé@sand sources of income. A REIT must distrilatileast 90% of its taxable income tc
stockholders of which 85% plus any undistributedbants from the prior year must be distributed witthie taxable year in order to avoid
imposition of an excise tax. The remaining balamagy extend until timely filing of the Comparsytax return in the subsequent taxable !
Qualifying distributions of taxable income are detihie by a REIT in computing taxable income.

HC is a taxable REIT subsidiary and therefore stbje corporate federal income taxes. Accordinglgferred tax assets ¢
liabilities are recognized for the future tax camsences attributable to differences between thenfiml statement carrying amounts
existing assets and liabilities and their respectax base upon the change in tax status. Deféaredssets and liabilities are measured
enacted tax rates expected to apply to taxablariada the years in which those temporary differsrene expected to be recovered or se
The effect on deferred tax assets and liabilitfess change in tax rates is recognized in incombénperiod that includes the enactment date.

Management has reviewed the Company's tax posif@nthe open tax years of 2006 through 2008 byomgirisdictions and hi
concluded that no provision for taxes is requirethe Company's financial statements.

Earnings Per Share Basic earnings per share excludes dilution andommputed by dividing net income available to com
stockholders by the weighteterage number of shares of common stock outstarfdinthe period. Diluted earnings per share rédlehe
potential dilution that could occur if securities aher contracts to issue common stock were eseaicor converted into common stocl
resulted in the issuance of common stock that éiraned in the earnings of the Company (see note 11)

A Summary of Recent Accounting Pronouncementsviril
Fair Value Measurements and Disclosures (ASC 820)

In January 2010, the FASB issued ASU 201040throving Disclosures about Fair Value Measuremémgnhance the usefuln
of fair value measurements. The amended guidampeéres both the disaggregation of information intaie existing disclosures, as well
the inclusion of more robust disclosures about atadui techniques and inputs to recurring and nanrag fair value measurements. T
ASU amends ASC 820 to add new requirements fotatisees about transfers into and out of Levelsd 2mand separate disclosures a
purchases, sales, issuances, and settlementagetiatievel 3 measurements. This ASU also clariiesting fair value disclosures about
level of disaggregation and about inputs and vadoatechniques used to measure fair value. Furtthés, ASU amends guidance
employers’disclosures about postretirement benefit plan assetler ASC 715 to require that disclosures beigeavby classes of ass
instead of by major categories of assets. This ASWffective for the first reporting period (inciad interim periods) beginning af
December 15, 2009, except for the requirementawige the Level 3 activity of purchases, salegjasses, and settlements on a gross |
which will be effective for fiscal years beginniafter December 15, 2010, and for interim periodhiwithose fiscal years. Early adoptio
permitted. The adoption of this standard may regadtditional disclosures, but the Company doesrpéct the adoption to have a matt
effect on our condensed consolidated financiaéstants.

Consolidation (ASC 855)

In June 2009, the FASB amended theagdd for determining whether an entity is a vadabterest entity, or VIE. The guidance
requires an entity to consolidate a VIE if (i) &dhthe power to direct the activities that mostiicantly impact the VIE's economic
performance and (ii) the obligation to absorb tiesés of the VIE or the right to receive the baadfom the VIE, which could be significant
to the VIE. The pronouncement is effective for dilsgears beginning after November 15, 2009. Omidgnl, 2010, the Company adopted
FASB guidance for determining whether an entitg \sriable interest entity; such adoption did reotéha material effect on the Company’s
condensed consolidated financial statements.
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2. Investment Securities - Available for Sale

Investment securities available for sale consigheffollowing as of March 31, 2010 (dollar amouintshousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS $ 106,74 $ 3,13t $ — 3 109,88:
Non-Agency RMBS 35,12¢ 3,221 (2,427) 35,93
Collateralized Loan Obligations 9,64 11,98¢ — 21,63:
Total $ 151,51! $ 18,35 % (2,422) $ 167,44¢

Investment securities available for sale consisheffollowing as of December 31, 2009 (dollar amteun thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS $ 112,52 $ 3,701 $ — $ 116,22t
Non-Agency RMBS 40,257 4,764 (2,155 42,866
Collateralized Loan Obligations 9,187 8,417 — 17,59¢
Total $ 161,96¢ $ 16,877 $ (2,155 $ 176,691
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The following table set forth the stated reset gmsiand weighted average yields of our investmeaotirities at March 31, 20
(dollar amounts in thousands):

More than 6 More than 24
Months Months
Less than 6 Months to 24 Months to 60 Months Total
Weighted Weighted Weighted Weighted
Carrying  Average Carrying Average Carrying Average Carrying Average
Value Yield Value Yield Value Yield Value Yield
Agency RMBS $ — — $ 54,14 2.352% $ 55,74( 2.5% $109,88: 2.48%
Non-Agency RMBS 16,35« 14.82% 6,90¢ 7.7¢% 12,67 10.3(% 35,93 11.8¢%
CLO 21,63: 19.74% — — — — 21,63: 19.74%
Total/Weighted Average $ 37,98¢ 17.62% $ 61,04¢ 2.91% $ 68.41« 4.02% $ 167,44t 6.72%

The following table sets forth the stated resetgolsrand weighted average yields of our investrsenurities at December 31, 2!
(dollar amounts in thousands):

More than 24

More than 6 Months Months
Less than 6 Months to 24 Months to 60 Months Total
Weighted Weighted Weighted Weighted
Carrying  Average Carrying Average Carrying Average Carrying Average
Value Yield Value Yield Value Yield Value Yield
Agency RMBS $ — — $ 42,89 2.07%$ 73,330 2.540 % 116,22¢ 2.31%
Non-Agency RMBS 22,06t 10.1%% 4,86t 7.2%  15,93¢ 9.57%  42,86¢ 9.61%
CLO 17,59¢ 23.48% — — — — 17,59¢ 23.4¢%
Total/Weighted Average $ 39,66¢ 16.0% $ 47,75¢ 2.6(%$ 89,26¢ 3.8(% $ 176,69: 6.23%

The following tables presents the Companiyivestment securities available for sale in areaiized loss position, aggregatec
investment category and length of time that indraidsecurities have been in a continuous unrealizssl position at March 31, 2010 :
December 31, 2009, respectively (dollar amounthdanusands):

March 31, 2010 Less than 12 Months Greater than 12 Months Total
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
Non-Agency RMBS $ 40€ $ 12 $ 12,76 $ 241C $ 13,17: $ 2,422
Total $ 40€ $ 12 % 12,768 $ 241C $ 13,17 $ 2,42
December 31, 2009 Less than 12 Months Greater than 12 Months Total
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
Non-Agency RMBS $ — 3% — 3% 14,69 $ 2,15t $ 14,69 $ 2,15¢
Total $ — % — $ 14,69 $ 2,158 $ 14,69 $ 2,15¢

As of March 31, 2010 and December 31, 2009, thepamy did not have unrealized losses in investmerrities that were
deemed other-than-temporary, respectively.
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3. Mortgage Loans Held in Securitization Trusts (et)

Mortgage loans held in securitization trusts (resist of the following as of March 31, 2010 anecBmber 31, 2009 (dol
amounts in thousands):

March 31, December 31,
2010 2009
Mortgage loans principal amount $ 259,59: $ 277,000
Deferred origination costs — net 1,64 1,75(C
Reserve for loan losses (2,167 (2,587)
Total $ 259,07 $ 276,17!

Allowance for Loan lossesThe following table presents the activity in then@mny's allowance for loan losses on mortgage
held in securitization trusts for the three morghded March 31, 2010 and 2009, respectively (daltaounts in thousands):

March 31,

2010 2009
Balance at beginning of period $ 2,581 $ 844
Provisions for loan losses 27 53¢
Transfer to real estate owned (A72) —
Charge-offs (219 —
Balance at the end of period $ 2,165 $ 1,38(

On an ongoing basis, the Company evaluates theuadgaf its reserve for loan losses. The Compangserve for loan losses
March 31, 2010 was $2.2 million, representing 88idbaoints of the outstanding principal balancdoains held in securitization trusts
compared to 93 basis points as of December 31,.288%art of the Company'reserve adequacy analysis, management will aaeesgera
level of reserves while also assessing credit fosg®erent in each ngmerforming mortgage loan held in securitizatiorstsu These estimal
involve the consideration of various credit relatactors, including but not limited to, current lsing market conditions, current loan to v
ratios, collateral value, delinquency status, beaos current economic and credit status and attlevant factors.

Real Estate Owned Fhe following table presents the activity in thengmnys real estate owned held in securitization trusi
the quarter ended March 31, 2010 and year endednilezr 31, 2009 (dollar amounts in thousands):

March 31, December 31,
2010 2009
Balance at beginning of period $ 54€ $ 1,36¢
Write downs (29 (70)
Transfer from mortgage loans held in securitizatrosts 284 82¢
Disposal (38) (1,57¢
Balance at the end of period $ 76 $ 54¢€

Real estate owned held in securitization trustdresieided in the prepaid and other assets on tlenba sheet and write downs
included in loan losses in the statement of opematfor reporting purposes.

All of the Companys mortgage loans and real estate owned held inriseation trusts are pledged as collateral for
collateralized debt obligations (“CDOs") issued thg Company (see note 6). As of March 31, 2010,Gbmpanys net investment in tl
securitization trusts, which is the maximum amoofnthe Companys investment that is at risk to loss and represttslifference betwe:
the carrying amount of the loans and real estateedvield in securitization trusts and the amoui@DO’s outstanding, was $10.0 million.
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The following tables set forth delinquent mortgagens held in our securitization trusts as of Mabdh 2010 and December
2009 (dollar amounts in thousands):

March 31, 2010

Number of Total

Delinquent Dollar % of Loan
Days Late Loans Amount Portfolio
30-60 8 $ 2,911 1.12%
61-90 2 91t 0.35%
90+ 33 16,057 6.1€%
Real estate owned through foreclosure 3 93¢ 0.36%
December 31, 2009

Number of Total % of

Delinquent Dollar Loan
Days Late Loans Amount Portfolio
30-60 5 $ 2,81¢ 1.01%
61-90 4 1,15( 0.41%
90+ 32 15,91t 5.7%%
Real estate owned through foreclosure 2 73¢ 0.27%

4. Derivative Instruments and Hedging Activities

The Company enters into derivative instruments snage its interest rate risk exposure. These demvanstruments incluc
interest rate swaps and caps entered into to reghiesest expense related to our repurchase agragm@DO5 and our subordinat
debentures. The Compasyinterest rate swaps are designated as cash #dgels against the benchmark interest rate rislciassd with it:
short term repurchase agreements. There wereste iogurred at the inception of our interest st@ps, under which the Company agre:
pay a fixed rate of interest and receive a variabterest rate based on one month LIBOR, on théonat amount of the interest r.
swaps. The Comparg/interest rate swap notional amounts are baseth@mortizing schedule fixed at the start datéhefttansaction. TI
Company’s interest rate cap transactions are datgdras cashflow hedges against the benchmarlesttexte risk associated with the CRO’
and the subordinated debentures. The interestagtéransactions were initiated with an upfromnpium that is being amortized over the
of the contract.

The Company documents its riskanagement policies, including objectives and atyiat, as they relate to its hedging activi
and upon entering into hedging transactions, doaisnéhe relationship between the hedging instrumemd the hedged liabili
contemporaneously. The Company assesses, botitegtion of a hedge and on an on-going basis, whath not the hedge ishighly
effective” when using the matched term basis.

The Company discontinues hedge accounting on gectise basis and recognizes changes in the fairevidlarough earning
when: (i) it is determined that the derivativan@longer effective in offsetting cash flows ofediged item (including forecasted transactic
(i) it is no longer probable that the forecastemhsaction will occur; or (iii) it is determinedathdesignating the derivative as a hedge
longer appropriate. The Company'’s derivative unsients are carried on the Compangalance sheet at fair value, as assets, iffdieivalue
is positive or, as liabilities, if their fair valus negative. The Company’s derivative instrumeamésdesignated as “cash flow hedgebange
in their fair value are recorded in accumulatedeottomprehensive income (loss), provided that #m#ghs are effective. A change in
value for any ineffective amount of the Compangterivative instruments would be recognized imie@s. The Company has not recogn
any change in the value of its existing derivativi@ruments through earnings as a result of ingffecess of any of its hedges.
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The following table presents the fair value of dative instruments and their location in the Conmyscondensed consolidated
balance sheets at March 31, 2010 and Decembe0B9, Zespectively (amounts in thousands):

March 31, December 31,
Derivative Designated as Hedging Balance Sheet Location 2010 2009
Interest Rate Caps Derivative Assets $ — 3 4
Interest Rate Swaps Derivative Liabilities 2,317 2,511

The following table presents the impact of the Camyps derivative instruments on the Company’s aadated other
comprehensive income (loss) for the three montde@mMarch 31, 2010 and 2009 (amounts in thousands):

Three Months Ended March 31,

Derivative Designated as Hedging Instruments 2010 2009
Accumulated other comprehensive income (loss) éoivdtive instruments:

Balance at beginning of the period $ (2,909 $ (5,560)
Unrealized gain on interest rate caps 21C 22¢
Unrealized gain on interest rate swaps 19t 187
Reclassification adjustment for net gains (losgedyded in net income for hedges — —
Balance at the end of the period $ (2,500 $ (5,149

The Company estimates that over the next 12 moafioximately $2.0 million of the net unrealizeddes on the interest r
swaps will be reclassified from accumulated otlemprehensive income (loss) into earnings.

The following table details the impact of the Comypa interest rate swaps and interest rate caps iedludinterest expense
the three months ended March 31, 2010 and 2009y@® @ thousands):

Three Months ended March 31,

2010 2009
Interest Rate Caps:
Interest expense-investment securities and loaddsimeecuritization trusts $ 12z % 16C
Interest expense-subordinated debentures 92 81
Interest Rate Swaps:
Interest expense-investment securities and loddsimeecuritization trusts 725 852

Interest Rate SwapsThe Company is required to pledge assets undetla@dval margin arrangement, including either cae
Agency RMBS, as collateral for its interest rateaps; whose collateral requirements vary by couatéymand change over time based or
market value, notional amount, and remaining tefrthe interest rate swap (“Swap”)n the event the Company is unable to meet a m
call under one of its Swap agreements, therebyirngus event of default or triggering an early teration event under one of its Sv
agreements, the counterparty to such agreemenhmagythe option to terminate all of such countdypamoutstanding Swap transactions \
the Company. In addition, under this scenario, algse-out amount due to the counterparty upon teatiin of the counterparty’
transactions would be immediately payable by then@any pursuant to the applicable agreement. Thep@ay believes it was
compliance with all margin requirements under #g@p agreements as of March 31, 2010 and Decembhet08®. The Company had $
million and $2.9 million of restricted cash relatedmargin posted for Swaps as of March 31, 20DRecember 31, 2009, respectively.

The use of interest rate swaps exposes the Contpargunterparty credit risks in the event of a diéfay a Swap counterparty.
a counterparty defaults under the applicable Svgsipeanent the Company may be unable to collect patarie which it is entitled under
Swap agreements, and may have difficulty collectimg assets it pledged as collateral against swap& The Company currently ha:
place with all outstanding Swap counterpartiefat#ral margin agreements thereby requiring a garpost collateral to the Company for
valuation deficit. This arrangement is intendedirtot the Company’s exposure to losses in the eeéa counterparty default.
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The following table presents information about @@mpanys interest rate swaps as of March 31, 2010 and rDieee31, 200
(amounts in thousands):

March 31, 2010 December 31, 2009
Weighted Weighted
Average Average
Notional Fixed Pay Notional Fixed Pay
Maturity (1) Amount Interest Rate Amount Interest Rate
Within 30 Days $ 2,83( 29% $ 2,07(C 2.9%%
Over 30 days to 3 months 5,50( 2.9¢ 3,70C 2.9¢
Over 3 months to 6 months 10,77( 2.9¢ 8,33( 2.9¢
Over 6 months to 12 months 49,96( 2.9¢ 34,54( 2.9¢
Over 12 months to 24 months 23,07( 3.0z 34,07( 3.0C
Over 24 months to 36 months 9,57( 2.9z 16,38( 3.01
Over 36 months to 48 months — — 8,38( 2.97
Total $ 101,70( 29¢% $ 107,47 2.9%%

(1) The Company enters into scheduled amortiziterést rate swap transactions whereby the Compaysy a fixed rate of interest and
receives one month LIBOR.

Interest Rate Caps Interest rate caps are designated by the Compaogsasflow hedges against interest rate risk aatamtiwvitt
the Company’s CDQO’s and the subordinated debentlifesinterest rate caps associated with the GxBe amortizing contractual sched
determined at origination. The Company had $344l4om and $364.5 million of interest rate caps stahding of notional as of March
2010 and December 31, 2009, respectively. Theseecst rate caps are utilized to cap the inteegstan the CDO'’s at a fixedite when or
month LIBOR exceeds a predetermined rate. In Bxidithe Company had an interest rate cap contac$25.0 million of subordinat
debentures that effectively caps three month LIBIDR.75% that matured on March 31, 2010.

5. Financing Arrangements, Portfolio Investments

The Company has entered into repurchase agreemeéthtsthird party financial institutions to financks agency RMB
portfolio. The repurchase agreements are dikomt-borrowings that bear interest rates typichfiged on a spread to LIBOR, and are se
by the securities which they finance. At March 2010, the Company had repurchase agreements withutanding balance of $7
million and a weighted average interest rate 08%2 As of December 31, 2009, the Company had obise agreements with an outstan
balance of $85.1 million and a weighted averager@st rate of 0.27%. At March 31, 2010 and Decefihe2009, securities pledged by
Company as collateral for repurchase agreementes$tamated fair values of $80.4 million and $91.dliam, respectively. All outstandir
borrowings under our repurchase agreements matinénv@0 days. As of March 31, 2010, the averaggsdto maturity for all repurche
agreements are 25 days.

As of March 31, 2010, the outstanding balance umerrepurchase agreements was funded at an advarecef 94.3% th
implies an average haircut of 5.7%. As of March 2210, the Company had $22.8 million in cash and.&8&nillion in unencumbert
investment securities to meet additional haircunarket valuation requirements including $65.5 immllof RMBS, of which $29.5 million a
Agency RMBS.
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6. Collateralized Debt Obligations

The Company’s CDOs, which are recorded as liaediton the Compang’balance sheet, are secured by ARM loans pleds
collateral, which are recorded as assets of thepgaomn As of March 31, 2010 and December 31, 28@9Company had CDOs outstanc
of $249.8 million and $266.8 million, respectivelps of March 31, 2010 and December 31, 2009, theeat weighted average interest
on these CDOs was 0.63% and 0.61%, respectivdlg. DOs are collateralized by ARM loans with a gipal balance of $259.6 millic
and $277.0 million at March 31, 2010 and Decemter2®09, respectively. The Company retained thaesvirust certificates, or resid
interest, for three securitizations and, as of M&t, 2010 and December 31, 2009, had a net ineastim the securitizations trusts after |
loss reserves and including real estate owned @0%illion and $10.0 million, respectively.

The CDO transactions include amortizing intere$¢ i@ap contracts with an aggregate notional amotu$l72.2 million as ¢
March 31, 2010 and an aggregate notional amou$182.2 million as of December 31, 2009, which @®orded as derivative assets of
Company. The interest rate caps are carried atviue and totaled $0 as of March 31, 2010 and'@,as of December 31, 20
respectively. The interest rate cap reduces isteate risk exposure on these transactions.

7. Discontinued Operation

In connection with the sale of our mortgage orifjoraplatform assets during the quarter ended M&ich?007, we classified ¢
mortgage lending segment as a discontinued oparafis a result, we have reported revenues andneggerelated to the segment i
discontinued operation and the related assetsialitities as assets and liabilities related tdsza@htinued operation for all periods prese
in the accompanying condensed consolidated finhatatements. Certain assets, such as the defxeabset, and certain liabilities, suc
the subordinated debentures and liabilities relatedldase facilities not sold, are part of our dngoperations and accordingly, we have
included these items as part of the discontinuedaimn.

Balance Sheet Data

The components of assets related to the discomtinperation as of March 31, 2010 and December @19 2re as follows (doll
amounts in thousands):

March 31, December 31,
2010 2009
Accounts and accrued interest receivable $ 18 $ 18
Mortgage loans held for sale (net) 3,83: 3,841
Prepaid and other assets 36E 35¢
Total assets $ 4,21¢ % 4,217

The components of liabilities related to the digoured operation as of March 31, 2010 and Decer8tier2009 are as follo
(dollar amounts in thousands):

March 31, December 31,
2010 2009
Due to loan purchasers $ 34z % 34z
Accounts payable and accrued expenses 1,09¢ 1,43¢
Total liabilities $ 144C $ 1,77¢
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Statements of Operations Data

The statements of operations of the discontinuestatipn for the three months ended March 31, 201D 2009 are as follov
(dollar amounts in thousands):

Three Months
Ended March 31,

2010 2009
Revenues $ 36C $ 29C
Expenses 49 13t
Income from discontinued operation-net of tax $ 311 % 15¢%

8. Commitments and Contingencies

Loans Sold to Investorg~or loans originated and sold by our discontinuedtgage lending business, the Company is not ex
to long term credit risk. In the normal coursebofsiness, however, the Company is obligated torobase loans based on violation:
representations and warranties in the sale agraemeaarly payment defaults. The Company didmepurchase any loans during the tl
months ended March 31, 2010.

The Company periodically receives repurchase raglesed on alleged violations of representatiodsvaarranties, each of whi
management reviews to determine, based on managiesmeeperience, whether such requests may reasobalilgemed to have merit. As
March 31, 2010, we had a total of $2.0 million efresolved repurchase requests that managementudedciay reasonably be deeme
have merit and against which the Company has avesé approximately $0.3 million. The reservébased on one or more of the follow
factors; historical settlement rates, property gadacuring the loan in question and specific sa#la discussions with third parties.

Outstanding Litigation The Company is at times subject to various legat@edings arising in the ordinary course of businAs
of March 31, 2010, the Company does not believeahy of its current legal proceedings, individyall in the aggregate, will have a mate
adverse effect on its operations, financial conditr cash flows.

Leases- The Company leases its corporate office and egeip under shoiterm lease agreements expiring at various
through 2013. All such leases are accounted fapasating leases. Total lease expense for proped equipment amounted to $49,01(
the three months ended March 31, 2010.

Letters of Credit- The Company maintains a letter of credit in the ami@f $0.1 million in lieu of a cash security dsjidor its

current corporate headquarters, located at 52 \thilddvenue in New York City, for its landlord, Vaerbilt Associates I, L.L.C,
beneficiary. This letter of credit is secured laglt deposited in a bank account maintained at XgavidChase bank.
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9. Concentrations of Credit Risk

At March 31, 2010 and December 31, 2009, there wergraphic concentrations of credit risk exceedifig of the total loa
balances within mortgage loans held in the seeatitn trusts as follows:

March 31, December 31,
2010 2009
New York 37.%% 38.9%
Massachusetts 25.2% 24.%%
New Jerse) 9.(% 8.5%
Florida 5.8% 5.7%

10. Fair Value of Financial Instruments

The Company has established and documented pracéssdetermining fair values. Fair value is basgdn quoted mark
prices, where available. If listed prices or geadee not available, then fair value is based uptamnally developed models that primarily
inputs that are market-based or independently-soluntarket parameters, including interest rate ydaldes.

A financial instrumens categorization within the valuation hierarchyo@sed upon the lowest level of input that is sigaiit tc
the fair value measurement. The three levels ofat@mn hierarchy are defined as follows:

Level 1- inputs to the valuation methodology are quotedgsr(unadjusted) for identical assets or liakiitin active markets.

Level 2- inputs to the valuation methodology include quagbeides for similar assets and liabilities in actimarkets, and inpt
that are observable for the asset or liabilitheitdirectly or indirectly, for substantially thellfterm of the financial instrument.

Level 3- inputs to the valuation methodology are unobdalerand significant to the fair value measurement.

The following describes the valuation methodologieed for the Company‘financial instruments measured at fair valueyal
as the general classification of such instrumeuatsyant to the valuation hierarchy.

a. Investment Securities Available for Sale (RMBSir value for the RMBS in our portfolio is based quoted price
provided by dealers who make markets in similaaritial instruments. The dealers will incorporatenomn market pricin
methods, including a spread measurement to thesing@urve or interest rate swap curve as wellrakerdying characteristics
the particular security including coupon, periodid life caps, collateral type, rate reset periodl easoning or age of the secu
If quoted prices for a security are not reasonablgilable from a dealer, the security will bectassified as a Level 3 security a
as a result, management will determine the faiueddased on characteristics of the security tt@bmpany receives from f
issuer and based on available market informatioandgement reviews all prices used in determinifdgati@n to ensure thi
represent current market conditions. This reviealudes surveying similar market transactions, campas to interest pricir
models as well as offerings of like securities ®alérs. The Company's investment securities tteatamprised of RMBS a
valued based upon readily observable market paexmand are classified as Level 2 fair values.

b. Investment Securities Available for Sale (CL®he fair value of the CLO notes, as of March 311®@0vas based
managemens' valuation determined by using a discounted futagh flows model that management believes woulddee b
market participants to value similar financial msbents. If a reliable market for these assets|dpsen the future, managem
will consider quoted prices provided by dealers wietke markets in similar financial instruments @tedfmining the fair value
the CLO notes. The CLO notes are classified as IL.2¥&r values.
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c. Interest Rate Swaps and CapsThe fair value of interest rate swaps and capsased on using market accej
financial models as well as dealer quotes. The ahadilizes readily observable market parametars|uding treasury rate
interest rate swap spreads and swaption volatilityes. The Company’interest rate caps and swaps are classified\ad Pdail
values.

The following table presents the Companfihancial instruments measured at fair value oecarring basis as of March 31, 2
and December 31, 2009 on the Company’s condensenblidated balance sheets (dollar amounts in thmsja

Assets Measured at Fair Value on a Recurring Basis
at March 31, 2010

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Agency RMBS $ — $ 109,88: $ — $ 109,881
Non-Agency RMBS — 35,93: — 35,933
CLO — — 21,63: 21,632
Total $ — 3 145,81« $ 21,63: $ 167,446
Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ — $ 23171 $ — 3 2,317
Total $ — $ 2317 $ — $ 2,317
Assets Measured at Fair Value on a Recurring Basis
at December 31, 2009
Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Agency RMBS $ — 116,22¢ $ — 116,22€
Non-Agency RMBS — 42,86¢ — 42,866
CLO — — 17,59¢ 17,599
Derivative assets (interest rate caps) — 4 — 4
Total $ — $ 159,09t $ 17,59¢ $ 176,695

Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ 2,511
Total $ — $ 2,511

154
|
154

$ 2,511
— $ 2,511

@

The following table details changes in valuation flee Level 3 assets for the three months endedc:iMad, 2010 and 20C
respectively (amounts in thousands):

Investment securities available for sale

March 31,
2010 2009

Balance at beginning of period $ 17,59¢ $ —
Total gains (realized/unrealized)

Included in earnings (1) 45¢ —

Included in other comprehensive income/(loss) 3,57¢ —
Purchases — 8,99¢
Balance at the end of period $ 21,63. $ 8,99¢

(1) - Amounts included in interest income-investingecurities and loans held in securitizationstu
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Any changes to the valuation methodology are regglyy management to ensure the changes are apeopfis markets al
products develop and the pricing for certain praslubecomes more transparent, the Company contineiesefine its valuatio
methodologies. The methods described above magupeoa fair value calculation that may not be iathe of net realizable value
reflective of future fair values. Furthermore, lghthe Company believes its valuation methods @rrapriate and consistent with ot
market participants, the use of different methodigs, or assumptions, to determine the fair vafugedain financial instruments could re:
in a different estimate of fair value at the repuytdate. The Company uses inputs that are cuaerdf each reporting date, which r
include periods of market dislocation, during whittime price transparency may be reduced. This itondcould cause certain of t
Company’s financial instruments to be reclassifredn Level 2 to Level 3 in future periods.

The following table presents assets measuredratdhie on a nomecurring basis as of March 31, 2010 and Decembg2@09 ol
the condensed consolidated balance sheet (dollawrisin thousands):

Assets Measured at Fair Value on a Non-Recurring Bas
at March 31, 2010

Level 1 Level 2 Level 3 Total
Mortgage loans held for sale (Net) $ — % — % 3,83 $ 3,83¢
Mortgage loans held in securitization trusts (reithpaired loans — — 6,70 6,702
Real estate owned held in securitization trusts — — 762 763

Assets Measured at Fair Value on a Non-Recurring Bas
at December 31, 2009

Level 1 Level 2 Level 3 Total
Mortgage loans held for sale (net) $ — 3 — % 3,841 $ 3,841
Mortgage loans held in securitization trusts (reithpaired loans — — 7,09( 7,09(
Real estate owned held in securitization trusts — — 54¢€ 54€

The following table presents losses incurred faets measured at fair value on a mecdrring basis for the three months er
March 31, 2010 and March 31, 2009 on the condeosesblidated statements of operations (dollar ansoarthousands):

Three Months Ended

March 31, March 31,
2010 2009
Mortgage loans held for sale (net) $ — 3 10z
Mortgage loans held in securitization trusts (reithpaired loans 2 62¢

Mortgage Loans Held in Securitization Trusts (refmpaired Loans +mpaired mortgage loans held in the securitizatrosts ar
recorded at amortized cost less specific loan lessrves. Impaired loan value is based on managesrestimate of the net realizable v
taking into consideration local market conditiorfistte distressed property, updated appraisal vadfiese property and estimated expe!
required to remediate the impaired loan.

Mortgage Loans Held for Sale (nefjhe fair value of mortgage loans held for sale)(aet estimated by the Company based o
price that would be received if the loans were sadvhole loans taking into consideration the agmperd characteristics of the loans suc
but not limited to, collateral type, index, intereste, margin, length of fixed interest rate péyilife cap, periodic cap, underwriting stande
age and credit.
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The following table presents the carrying value astimated fair value of the Compasyfinancial instruments, at March 31, 2
and December 31, 2009 (dollar amounts in thousands)

March 31, 2010 December 31, 2009
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Financial assets:
Cash and cash equivalents $ 22,75 $ 22,75 $ 2452: $ 24,52
Restricted cash 3,04¢ 3,04¢ 3,04¢ 3,04¢
Investment securities — available for sale 167,44¢ 167,44¢ 176,69: 176,69:
Mortgage loans held in securitization trusts (net) 259,07: 231,99° 276,17¢ 253,83:
Derivative assets — — 4 4
Assets related to discontinued operation-mortgaged held for
sale (net) 3,83 3,83¢ 3,841 3,841
Financial Liabilities:
Financing arrangements, portfolio investments $ 75,79¢ % 75,79¢ % 85,10¢ % 85,10¢
Collateralized debt obligations 249,81¢ 210,63: 266,75: 211,03:
Derivative liabilities 2,317 2,317 2,511 2,511
Subordinated debentures (net) 44,95: 29,56 44,89: 26,56
Convertible preferred debentures (net) 19,88¢ 19,72( 19,85 19,36:

In addition to the methodology to determine the ¥alue of the Compang’financial assets and liabilities reported at ¥ailue on
recurring basis and narcurring basis, as previously described, the fahg methods and assumptions were used by the Qonipaarriving
at the fair value of the Company’s other finana@istruments in the following table:

a. Cash and cash equivalents and restricted cafistimated fair value approximates the carrying @alfisuch assets.

b. Mortgage Loans Held in Securitization Trustslertgage loans held in the securitization trustsracorded at amortized cc
Fair value is estimated using pricing models arkihtainto consideration the aggregated charactesistf groups of loans such as, but
limited to, collateral type, index, interest rateargin, length of fixedate period, life cap, periodic cap, underwritingnslards, age and cre

estimated using the estimated market prices foitairtypes of loans.

c. Financing arrangements, portfolio investment$he fair value of these financing arrangements @pprates cost as they
short term in nature and mature in 30 days.

d. Collateralized debt obligations Fhe fair value of these collateralized debt oblwyz is based on discounted cashflows as
as market pricing on comparable obligations.

e. Subordinated debentures (net)lke fair value of these subordinated debenture§ {(mdased on discounted cashflows u
management’s estimate for market yields.

f. Convertible preferred debentures (net)The fair value of the convertible preferred debesgu(net) is based on discour
cashflows using management’s estimate for marleddyi
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11. Capital Stock and Earnings per Share

The Company had 400,000,000 shares of common stackialue $0.01 per share, authorized with 9,20dhd 9,415,094 sha
issued and outstanding as of March 31, 2010 anceiker 31, 2009, respectively. As of March 31, 2@hd December 31, 2009,
Company had 200,000,000 shares of preferred spackyalue $0.01 per share, authorized, includif§@000 shares of Series A Cumula
Convertible Redeemable Preferred Stock (“Seriesréfered Stock”)authorized. As of March 31, 2010 and December ZI9, thi
Company had issued and outstanding 1,000,000 shafeSeries A Preferred Stock. Of the common stackhorized at March 3
2010, 4,111 shares were reserved for issuance stsidRed Stock awards to employees, officers amdcttirs pursuant to the 2005 St

Incentive Plan.

The following table presents cash dividends dedldme the Company on its common stock from Janua3009 through Marc

31, 2010.
Cash

Dividend

Period Declaration Date Record Date Payment Date Per Share

First Quarter 2010 March 16, 2010 April 1, 2010 April 26, 2010 0.25

Fourth Quarter 2009 December 21,2009 January 7, 2010 January 26, 2010 0.25

Third Quarter 2009 September 29, 2009 October 13, 2009 October 26, 2009 0.25
Second Quarter 2009 June 15, 2009 June 26, 2009 July 27, 2009 0.23

First Quarter 2009 March 25, 2009 April 6, 2009 April 27, 2009 0.18

The following table presents cash dividends dedléethe Company on its Series A Preferred Stomtfdanuary 1, 2009 through

March 31, 2010.

Period

Declaration Date

Record Date

Payment Date

Cash
Dividend
Per Share

First Quarter 2010
Fourth Quarter 2009
Third Quarter 2009
Second Quarter 2009

First Quarter 2009

March 16, 2010
December 21, 2009
September 29 , 2009

June 15, 2009

March 25, 2009

March 31, 2010
December 31, 2009
September 30, 2009

June 30, 2009

March 31, 2009
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April 30, 2010
January 29, 2010
October 30, 2009

July 30, 2009

April 30, 2009

0.63
0.63
0.63
0.58
0.50




The Company calculates basic net income (lossypare by dividing net income (loss) for the peripdthe weightedaverag
shares of common stock outstanding for that perbiduted net income (loss) per share takes intcoant the effect of our convertil
preferred stock and uses the conversion price teraiéning the number of incremental shares thatt@riee added to the weightesterag
number of shares outstanding.

The following table presents the computation ofiband diluted net income (loss) per share for peeiods indicated (
thousands, except per share amounts):

For the Three Months Ended

March 31,
2010 2009

Numerator :

Net income (loss— Basic $ 2,66¢ $ 2,05¢
Net income (loss) from continuing operations 2,351 1,89¢
Net income from discontinued operations (net oj tax 311 15t

Effect of dilutive instruments:

Convertible preferred debentures 662 537
Net income (loss— Dilutive 3,33( 2,591

Net income (loss) from continuing operations 3,01¢ 2,43¢

Net income from discontinued operations (net oj tax $ 311 $ 15t
Denominator:

Weighted average basis shares outstanding 9,41¢ 9,32(

Effect of dilutive instruments:

Convertible preferred debentures 2,50( 2,50(C
Weighted average dilutive shares outstanding 11,91¢ 11,82(
EPS:

Basic EPS $ 0.2¢ $ 0.2Z
Basic EPS from continuing operations 0.2t 0.2C
Basic EPS from discontinued operations (net of tax) 0.0z 0.0z

Dilutive EPS $ 0.2¢ $ 0.22
Dilutive EPS from continuing operations 0.2t 0.21
Basic EPS from discontinued operations (net of tax) 0.0z 0.01

12. Convertible Preferred Debentures (net)

As of March 31, 2010, there were 1.0 million shavé®ur Series A Preferred Stock outstanding withaggregate redempti
value of $20.0 million and a current dividend payineate of 12.5%. The Series A Preferred Stockuneston December 31, 2010, at wi
time any outstanding shares must be redeemed b@dhgany at $20.00 per share plus any accrued apaidi dividends. Because of 1
mandatory redemption feature, the Company classifiese securities as a liability on its balanaseshand accordingly, the correspont
dividend as an interest expense.

We issued these shares of Series A Preferred &P Group Inc. and certain of its affiliates for aggregate purchase pric
$20.0 million. The Series A Preferred Stock eesitthe holders to receive a cumulative dividenti086 per year, subject to an increase t
extent any future quarterly common stock divideedseed $0.20 per share. The Company declaredstadfiiarter 2010 common st
dividend of $0.25, resulting in a dividend ratel@.5% (per annum) for the Series A Preferred Stodke 2010 first quarter. The Serie
Preferred Stock is convertible into shares of tlken@anys common stock based on a conversion price of §80Ghare of common sto
which represents a conversion rate of two and atieth ¥2) shares of common stock for each shafgeoies A Preferred Stock.

13. Related Party Transactions

On January 18, 2008, the Company entered into @is@g agreement with Harvest Capital Strategie€LEHCS") (formerly
known as JMP Asset Management LLC), pursuant tahvhiCS is responsible for implementing and manatiiegCompanys investments
alternative real estate-related and financial assehich is referred to in this report as the ‘alttive investment strategyThe Compan
entered into the advisory agreement concurrenirandnnection with its private placement of SedeBreferred Stock to JMP Group Inc. i
certain of it affiliates. HCS is a wholly-owned sidiary of JMP Group Inc. Pursuant to Schedule £3ii¥d with the SEC, as of Decem
31, 2009, HCS and JMP Group Inc. beneficially owapgroximately 16.7% and 12.1%, respectively, ef @ompanys common stock, ai
100%, collectively, of it Series A Preferred Stock.



24




Pursuant to the advisory agreement, HCS is resplen&r managing investments made by HC and NYMfRdiothan certa
RMBS that are held in these entities for regulatmgnpliance purposes) as well as any additionadididyies acquired or formed in the fut
to hold investments made on the Companyéhalf by HCS. The Company refers to these sigbid in its periodic reports filed with t
Securities and Exchange Commission as the “Man&gédidiaries. The Company expects that, from time to time infthare, certain of il
alternative investments will take the form of ainwestment alongside or in conjunction with JMP @rdnc. or certain of its affiliates.
accordance with investment guidelines adopted byQbmpanys Board of Directors, any subsequent alternativestments by the Manac
Subsidiaries must be approved by the Board of Birecand must adhere to investment guidelines adopy the Board of Directors. T
advisory agreement provides that HCS will be palthse advisory fee that is a percentage of theitiegapital” (@s defined in the advisc
agreement) of the Managed Subsidiaries, which malpgde the net asset value of assets held by theadkal Subsidiaries as of any fis
quarter end, and an incentive fee upon the Man&gédidiaries achieving certain investment hurdies.the three months ended March
2010 and 2009, HCS earned a base advisory feepobxdmately $0.2 million and $0.2 million, respestly. In addition, for the three mon
ended March 31, 2010 HCS earned an incentive fegppfoximately $0.3 million. There was no inceatfee earned in the three mor
ended March 31, 2009. As of March 31, 2010, HCS wasaging approximately $44.8 million of assetélmnCompany’s behalf.

14. Income Taxes

At March 31, 2010, the Company had approximate.&anillion of net operating loss carryforwards ethimay be used to offt
future taxable income. The carryforwards will expiin 2024 through 2029. The Internal Revenue Cdaigep certain limitations on the anr
amount of net operating loss carryforwards thatlmantilized if certain changes in the Companywnership occur. In connection with a p
transaction, the Company may have undergone an rehipechange within the meaning of IRC section 382t would impose such
limitation, but a final conclusion has not been madt this time, based on managemsiritiitial assessment of the limitations, manage
does not believe that the limitation would caussgaificant amount of the Company's net operatoggés to expire unused. The Comj
continues to maintain a reserve for 100% of thewed tax benefits.

15. Stock Incentive Plan

Pursuant to the 2005 Stock IncentivenRithe "Plan"), eligible employees, officers ancectors of the Company are offered
opportunity to acquire the Company's common sthcugh the award of restricted stock under the .Pfae maximum number of restric
stock awards that may be granted under the PIa03g11.

The Company awarded 99,000 shares of restrictett stader the Plan on July 13, 2009, of which 34,83&es have fully vested ¢
were nonforfeitable on the date of grant. As of March 3010, 4,111 shares remain available for issuanderutme Plan. During the thi
months ended March 31, 2010, the Company recogmiaergash compensation expense of $47,540. Dividerapad on all restricted stc
issued, whether those shares are vested or ngeénieral, unvested restricted stock is forfeitednuibe recipient's termination of employment.
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A summary of the status of the Company's non-vesstlicted stock as of March 31, 2010 and chadgesg the three months then
ended is presented below:

Number of Weighted
Non-vested Average
Restricted Grant Date
Shares Fair Value
Non-vested shares at January 1, 2010 60,66t $ 5.2¢
Granted 4,00( 7.5C
Forfeited — —
Vested — —
Nor-vested shares as of March 31, 2010 64,66% $ 5.42
Weighted-average fair value of restricted stockited during the period 4,000 $ 7.5C

There was no outstanding non-vested restricted storng the three months ended March 31, 2009.
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Item 2. Management'’s Discussion and Analysis of Rancial Condition and Results of Operations
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q contains certaiward-looking statements. Forwaabking statements are those which
not historical in nature. They can often be id@di by their inclusion of words such as “will,” fiicipate,” “estimate,” “should,” “expect,”

“believe,” “intend” and similar expressions. Any projection of revenuarnings or losses, capital expenditures, bigtans, capital structu
or other financial terms is a forward-looking stagnt. Certain statements regarding the followiagipularly are forward-looking in nature:

. our business strategy;

. future performance, developments, market foreaagtsojected dividends;
. projected acquisitions or joint ventures;

. projected capital expenditures.

It is important to note that the description of dwisiness, in general, and our investment in retalterelated and financial asse
in particular, is a statement about our operatmmef a specific point in time and is not meanbéoconstrued as an investment policy.
types of assets we hold, the amount of leverageuses the liabilities we incur and the other chamastics of our assets and liabilit
disclosed in this report as of a specified peribtine are subject to re-evaluation and changeawitimotice.

Our forward-looking statements are based upon caamagemens$ beliefs, assumptions and expectations of ourdubyperation
and economic performance, taking into account tiferination currently available to us. Forwdeodking statements involve risks ¢
uncertainties, some of which are not currently kndw us and many of which are beyond our contrdl that might cause our actual resi
performance or financial condition to be materialifferent from the expectations of future resufieyformance or financial condition -
express or imply in any forwardoking statements. Some of the important fadteas could cause our actual results, performandémancia
condition to differ materially from expectationsear

. our portfolio strategy and operating strategy mayhanged or modified by our management withouaade notice to yc
or stockholder approval and we may suffer lossesrasult of such modifications or changes;

. our ability to successfully diversify our investniguortfolio and identify suitable assets to inviest

. market changes in the terms and availability ofirepase agreements used to finance our investroefiblp activities;
. reduced demand for our securities in the mortgagargization and secondary markets;

. interest rate mismatches between our interesti@ggassets and our borrowings used to fund suchhpses;

. changes in interest rates and mortgage prepayrags; r

. increased rates of default and/or decreased rego&&s on our assets;

. changes in the financial markets and economy géyera
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. effects of interest rate caps on our adjustablerairtgage-backed securities;

. the degree to which our hedging strategies mayay mot protect us from interest rate volatility;

. potential impacts of our leveraging policies on nat income and cash available for distribution;

. our board’s ability to change our operating pobkcaad strategies without notice to you or stock&ioipproval;

. our ability to manage, minimize or eliminate lidids stemming from our discontinued operations an

. the other important factors identified, or incorpted by reference into this report, including, bot limited to those und

the captions “Management’s Discussion and AnalgsiBinancial Condition and Results of Operationst] &Quantitative
and Qualitative Disclosures about Market Risk”, dhdse described in Part I, Iltem 1A — “Risk Factaw§ our Annua
Report on Form 1@ for the year ended December 31, 2009, and thieusother factors identified in any other docurs
filed by us with the SEC.

We undertake no obligation to publicly update orise any forwardeoking statements, whether as a result of newrinétion
future events or otherwise. In light of these siskncertainties and assumptions, the events tesicby our forwardeoking events might n
occur. We qualify any and all of our forwalmbking statements by these cautionary factorsaddition, you should carefully review the 1
factors described in other documents we file frometto time with the SEC.

General

New York Mortgage Trust, Inc., together with itsnsolidated subsidiaries (‘“NYMT”, the “Company”, “iy€'our”, and “us”), is ¢
self-advised real estate investment trust, or REITthe business of acquiring and managing primdi)l residential adjustableate, hybric
adjustable-rate and fixed-rate mortgage-backedrgiesu(*RMBS”), for which the principal and interest payments anargnteed by a U.
Government agency, such as the Government NatMoglage Association (“Ginnie Mae”) or a U.S. Gawaent-sponsored entity (“GSE”
or “Agency”), such as the Federal National Mortgégsociation (“Fannie Mae”) or the Federal Home h.déortgage Corporation Ereddie
Mac”), which we refer to collectively as “Agency B&,” (i) RMBS backed by prime jumbo and AlternaiA-paper (“Alt-A”) mortgag:
loans (“non-Agency RMBS”), and (iii) prime creditiglity residential adjustable-rate mortgage (“ARNBans held in securitization trusts
prime ARM loans. The remainder of our investmenttfpio at March 31, 2010 is comprised of notesuexs by a collateralized lo
obligation (“CLO”"). We also may opportunisticallycguire and manage various other types of real eesgiited and financial asse
including, among other things, certain non-ratesidential mortgage assets, commercial mortgageduhskcurities (“CMBS”)commercie
real estate loans and other similar investments autglect to maintaining our qualification as a RElebt or equity securities that may or 1
not be related to real estate. These assets, tgeith nonAgency RMBS and CLOs, typically present greateditnésk and less interest ri
risk than our investments in Agency RMBS and priti®M loans, and may also permit us to potentialljiag all or part of a significant n
operating loss carry-forward held by Hypotheca @dpiLC (“HC”), our wholly-owned subsidiary andrfmer mortgage lending business.

Our principal business objective is to generateimaime for distribution to our stockholders reisigtfrom the spread between
interest and other income we earn on our intezasting assets and the interest expense we payedtrowings that we use to finance
leveraged assets and our operating costs, whichefee to as our net interest income. We intendctuiesve this objective by investing it
broad class of real estate-related and financidtasincluding those listed above, that in aggeegrill generate attractive riskdjusted tot:
returns for our stockholders.

28




Prior to 2009, our investment portfolio was prinhadomprised of Agency RMBS, prime ARM loans hebdsecuritization trusts a
certain nonagency RMBS rated in the highest rating categorywyrating agencies. Beginning in the first quade2009, we commence
repositioning of our investment portfolio to traish the portfolio from one primarily focused orvégaged Agency RMBS and prime AF
loans held in securitization trusts, which primaritvolve interest rate risk, to a more diversifigartfolio that includes elements of credit |
with reduced leverage. The repositioning include@duction in the Agency RMBS held in our portfotlrough the disposition of Agen
ARM RMBS and GSE-issued collateralized mortgagégatltion floating rate securities, or “Agency CM@dters”, a net increase in our non-
Agency RMBS position and our opportunistic purchiasilarch 2009 of discounted notes issued by a CLO.

Pursuant to an advisory agreement between HanagstaC Strategies LLC (*HCS”) and us, certain of agsets are managed by
HCS. See Note 13 to our condensed consolidataddial statements.

We elected to be taxed as a REIT for federal inctarg@urposes commencing with our taxable year@mrember 31, 2004. As a
result, we generally will not be subject to fedeénalome tax on our taxable income that is distedub our stockholders.

Recent Events
Current Market Conditions and Commentary

General. In recent years, the residential housing, mortgagedit and financial markets in the United Stdiase experienced
variety of difficulties and changed economic cointis, including increased rates of loan defauligniicant credit losses and decree
liquidity. These conditions, together with numeratiser contributing factors, caused the value ofiynaal estateelated and financial ass
to become volatile and reduced available finanfamgnany of these assets. In response to thesitoos and the recent credit and finan
market crisis, the U.S. Government, Federal Resdiv®. Treasury, Federal Deposit Insurance CorjpordEDIC) and other governmer
and regulatory bodies have taken, and in some casesconsidering taking other actions, in an éfforstabilize the housing, credit ¢
financial markets and stimulate the economy. Tlaesens include, among other things, the consership of, and other programs involvi
Fannie Mae and Freddie Mac, the Emergency Econ&taibilization Act of 2008 (EESA), the Troublédset Relief Program (TARP), t
Capital Purchase Program (CPP), the Term ABseked Securities Loan Facility (TALF), the AmericRecovery and Reinvestment Ac
2009 (ARRA), the Homeowner Affordability and StatyilPlan (HASP) and the Homeowner Affordable Mochfiion Program (HAMP
Although the impact from many of these actions riesancertain, certain sectors have reported sigrstabilizing recently, including tl
Agency RMBS market.

Recent Developments at Fannie Mae and Freddie MBRayments on the Agency RMBS in which we invest guaranteed |
Fannie Mae and Freddie Mac. As broadly publicized, recent turmoil in the residential mortgage @estverely weakened the finan
condition of Fannie Mae and Freddie Mac, causimgUtS. Government to place Fannie Mae and Freddie Whder federal conservators
beginning in 2008. We expect that the U.S. Govemira conservatorship of Fannie Mae and Freddie MakcaNdw these institutions
continue to issue Agency RMBS. However, no asswaan be given that the conservatorship of Fanrde &hd Freddie Mac will contin
to have a positive effect on the supply of AgendyBS. Moreover, in June 2009, as part of the Obadmainistration’s fareaching financi:
industry recovery proposal, the U.S. Treasury anoed that it and the Department of Housing and k/ibavelopment, in consultation w
other government agencies, plan to engage in a-kaigging initiative to develop recommendations om filture of Fannie Mae and Frec
Mac, and the Federal Home Loan Bank system. Thpesand nature of the actions that the U.S. Govemiwill ultimately undertake wi
respect to the future of Fannie Mae and Freddie &taainknown and will continue to evolve. New aedently enacted laws, regulations
programs related to Fannie Mae and Freddie Mac awersely affect the pricing, supply, liquidity amdlue of RMBS and otherwi
materially harm our business and operations. Aflmummary of the most recent material developmientslving Fannie Mae and Fred
Mac is set forth below:

« In December 2009, the U.S. Treasury loosened itdghio reduction requirements for Fannie Mae amddgie Mac by allowin
the portfolio reduction requirements to be apptiedhe maximum allowable size of the portfolioghea than the actual size
the portfolios. The change to Fannie Mae’s and dieetYlac’s portfolio reduction requirements could extendtthree period b
which these entities sell portions of their AgeR¥IBS portfolios in the market, which, in turn, cdutause the supply
Agency RMBS to be smaller than we originally antatied.

» The Federal Resen®Agency RMBS purchase program, which providedpfochases of up to $1.25 trillion of Agency RM
was completed on March 31, 2010. We are unabteedict whether or when the US Treasury or the fed®eserve will mak
further interventions in the Agency RMBS marketswat impact, if any, such actions could havelmRMBS markets or o
business.
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« Fannie Mae and Freddie Mac recently announced tteatGSEs will be purchasing delinquent loans fromrtgage pool
guaranteed by them. Delinquent loans for this @gwill be those that are 120 days or greater geént as of the measurerr
date. Freddie Mac stated that it will be consumnggéll of its purchases at once, based on thegledimcies as of February 20
with payments to securities holders on March 1&rttd April 15 th. On March 1, 2010, Fannie Mae reported that it levdowy
approximately $127 billion of loans out of guara@deRMBS pools beginning in March and running thioadpout June of tr
year. These actions could decrease the net incenieed from our Agency RMB¢

Mortgage and other asset value®uring 2009, the market value of the Agency RMiB®ur portfolio, the majority of which w
purchased in 2008 and prior years, was positivalyacted by the Federal Reses/ptogram to purchase $1.25 trillion of Agency MBEBhis
purchase program implemented by the Federal Regseveased market prices of Agency RMBS during 2@88reby reducing their marl
yield. Because of these higher prices, we haveanqtired any Agency RMBS since 2008. We expeat tihe conclusion of the Fede
Reserves Agency RMBS purchase program will cause the ntarlikie of Agency RMBS to decline as a result afueed demand, whi
among other things, could cause the market valdlesoAgency RMBS in our portfolio to decline.

Market demand for noAgency RMBS has steadily increased since early 2009 to increased demand and the reduced n
yields for Agency RMBS. Accordingly, while n-Agency RMBS remain available at a discount, sudtalints have narrowed relative
discounts available in early 2009 and late 2008 amay continue to narrow in the future, reducing timarket yields on the
assets. Nevertheless, we believe that despiteehiglarket prices and lower yields, that risk-agjdsteturns on noAgency RMBS contint
to represent attractive investment opportunities.

We expect market values for certain other realtestdated and financial assets, such as our CLOsnpoove as the econon
outlook in the U.S. and abroad improves.

Credit Quality. The deterioration of the U.S. housing market ad aglthe recent economic downturn have causedrgds&lentie
mortgage delinquency rates to remain at high lefalsvarious types of mortgage loans. Recent mohtge seen some stabilizatior
improvement of certain measures of credit quaditthough this stabilization and/or improvement roiimately prove to be temporary.

The U.S. Government has initiated and encourageg@ms designed to provide homeowners with assistamavoiding residenti
mortgage loan foreclosures and defaults. In Mafft02he Obama administration announced that it valibcate $14 billion of TARP fun
to enhance the HAMP program. The funds will be labdé¢ for use in reducing principal amounts andmpagts owing on mortgages
unemployed homeowners who are at risk of foreclasbfomeowner assistance programs such as HAMP elisaw future legislative
regulatory actions, may affect the value of, arardturns on, our RMBS portfolio. To the extenttttie@se programs are successful and f
borrowers default on their mortgage obligationg #ttual default rates realized on our Agency RMBS may be less than the del
assumptions made by us at the purchase of sucihgeney RMBS, which, in turn, could cause the resdigields on our noAgency RMBS
portfolio to be higher than previously expectedn@rsely, any forced reductions in principal thaa@ate from such programs could cat
reduction in the market value of RMBS, particulartyn-Agency RMBS.

Financing markets and liquidit. The actions of the Federal Reserve and the Tieasury, starting in 2008, appear to have staio
the financing and liquidity environment for AgenRMBS. The liquidity facilities created by the FedleReserve during 2007 and 2008
its lowering of the Federal Funds Target Rate to @25% have lowered our financing costs (which tnotissely correlates with the 3fay
LIBOR) and stabilized the availability of repurckbaagreement financing for Agency RMBS. Thedz§ LIBOR, which was 0.27% as
April 28, 2010, has remained relatively unchangadesDecember 31, 2009. On April 28, 2010, thedraldReserve racknowledged its plé
to hold the Fed Funds Rate near zero percent taxaended period While we expect interest rates to rise over thedorterm, given tt
recent statements of the Federal Reserve, we beliet interest rates, and thus our financing cestslikely to remain at these historici
low levels until such time as the economic datarbegconfirm a sustainable improvement in the allexconomy.

While the financing and liquidity environment fogAncy RMBS has stabilized, available leverage @r-figency RMBS and oth
financial assets has remained scarce since ead§. 20lore recently though, some investment banke h@ a limited extent, begun mak
term financing available for non-Agency RMBS. Afstbe date of this report, our investment in nfsgency RMBS and a CLO remair
unlevered; however, should the prospects for staibliable and favorable repurchase agreementdingrfor nonAgency RMBS develop
the future, we would expect to increase our repasetagreement borrowings collateralized by non-8g&MBS.
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In addition to an improved financing environment Aggency RMBS, the collateral requirements of apurchase agreement lenc
also improved throughout 2009 and again in the fjemrter of 2010, with the average “hairctgfated to our repurchase agreement finar
declining to approximately 5.7% at March 31, 2010.

Prepayment ratesAs a result of various government initiatives, liing HASP, HAMP and the reduction in intermediata
longerterm treasury yields, rates on conforming mortgaggsge remained near the historical lows that oecuduring 2009. The const
prepayment rate (“CPR®n our overall mortgage portfolio for the first qtega of 2010 remained relatively unchanged from G&R for thi
fourth quarter of 2009. While the CPR on our oMarartgage portfolio was relatively unchanged dgrihis period, we experienced a dec
in the CPR on the RMBS in our portfolio (to 14.9&6)d an increase in the CPR on our mortgage loddsrheecuritization trusts (to 20.99
We expect speeds to be higher in the second quHrg&10 on our portfolio of RMBS due to the annoech delinquent loan buyback progi
from Fannie Mae and Freddie Mac. We do not expleese buyback programs to have a material impaocbusnbusiness or results
operations.

Presentation Format

In connection with the sale of substantially alloofr wholesale and retail mortgage lending platfassets during the first quarte!
2007, we classified certain assets and liabilitedated to our mortgage lending segment as a dise@d operation in accordance with
provisions of FASB ASC 205-2Bresentation of Financial Statements Discontinugei@tions. As a result, we have reported revenues
expenses related to the segment as a discontimezdtmn and the related assets and liabilitiessasts and liabilities related to a discontir
operation for all periods presented in the accomipgncondensed consolidated financial stateme@is. continuing operations are prima
comprised of what we formerly referred to as ourtfjptio management operations. In addition, cert@sets such as the deferred tax ¢
and certain liabilities, such as subordinated dedie become part of the continuing operations ¥MN and accordingly, we have r
classified such assets or liabilities as a disometil operation in accordance with the provisionsBASB ASC 205-20.
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Significance of Estimates and Critical Accounting Blicies

A summary of our critical accounting policies icluided in Item 7 of our Annual Report on Form K(fer the year ende
December 31, 2009 and “Note 1 — Summary of SigaificAccounting Policiesto the condensed consolidated financial statermianoksdec
therein. There have been no significant changéso®e policies during 2010.

Summary of Operations

Net Interest SpreadFor the three months ended March 31, 2010, ouinceme was dependent upon the net interest indqtima
interest income on portfolio assets net of thereggeexpense and hedging costs associated withamseits) generated from our portfolic
RMBS, CLO and mortgage loans held in securitizatiosts. The net interest spread on our investiperifolio was 425 basis points for
guarter ended March 31, 2010, as compared to 488 paints for the quarter ended December 31, 2808,252 basis points for the qua
ended March 31, 2009.

Financing.During the quarter ended March 31, 2010, we coetinio employ a balanced and diverse funding mifin@nce ou
assets. At March 31, 2010, our Agency RMBS padfalas funded with approximately $75.8 million @purchase agreement borrow
which represents approximately 19.0% of our tatddilities, at a weighted average interest rat8.88%. The Compang’average haircut «
its repurchase borrowings was approximately 5.7%latch 31, 2010. As of March 31, 2010, the loankl lwe securitization trusts we
permanently financed with approximately $249.8 imillof CDOs, which represents approximately 62.6%uo total liabilities, at an avera
interest rate of 0.63%. The Company has a netyetuiestment of $10.0 million in the securitizatitusts as of March 31, 2010.

At March 31, 2010 our leverage ratio for our RMBSéastment portfolio, which we define as our outdiag indebtedness unc
repurchase agreements divided by stockhold=gsity, was 1.2 to 1. We have continued to utiignificantly less leverage than our targt
overall leverage of 4 to 5 times due to the ongaaempsitioning of our investment portfolio from opemarily focused on leveraged Agel
RMBS and prime ARM loans held in securitizationstauto a more diversified portfolio that includdsmeents of credit risk with reduc
leverage. Because financing for some of these afisat introduce credit risk remains unfavoraldedate, we have used cash from oper:
activities to finance assets other than Agency RMB& prime ARM loans.

Prepayment Experienc&@he constant prepayment rate (“CPRY) our overall mortgage portfolio averaged appratety 18.6%
during the three months ended March 31, 2010, agpaced to 18.1% for the three months ended DeceB81he2009. CPRs on our purcha
portfolio of RMBS averaged approximately 14.9% foe three months ended March 31, 2010, as compar&#.9% for the three mont
ended December 31, 2009. The CPRs on our mortigags held in securitization trusts averaged apprately 20.9% during the thr
months ended March 31, 2010, as compared to 168%éd three months ended December 31, 2009. \piepayment expectations over
remaining life of assets increase, we amortize pmta over a shorter time period, which results ineduced yield to maturity on ¢
investment assets. Conversely, if prepayment ¢apens decrease, the premium is amortized ovengdr period resulting in a higher vyi
to maturity. We monitor our prepayment experieoge monthly basis and adjust the amortizationuofn@t premiums accordingly.
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Financial Condition

As of March 31, 2010, we had approximately $463iian of total assets, as compared to approxinya$288.8 million of tote

assets as of December 31, 2009.

Balance Sheet Analysis - Asset Quality

Investment Securities - Available for Sal@he following tables set forth the credit charastes of our investment securit

portfolio as of March 31, 2010 and December 31,92@®llar amounts in thousands):

Sponsor or Rating Par Carrying % of
March 31, 2010 S&P/Moodys/Fitch Value Value Portfolio Coupon Yield
Agency RMBS FNMA $ 104,65 $ 109,88: 65.6 % 5.13% 2.48%
Non-Agency RMBS AAA/Aaa 2,04¢ 1,602 1.0 % 4.95 % 11.23%
AA/Aa 447 28t 0.2 % 6.25 % 16.25%
BB/Ba 11,08« 8,91: 5.3 % 1.42% 20.20%
B/B 4,25¢ 3,09t 1.8 % 1.40 % 9.52%
CCC or Below 31,89( 22,03¢ 13.2 % 5.13% 8.84%
CLO BBB/Baa 10,40( 6,18¢ 3.7 % 1.35% 13.19%
BB/Ba 15,30( 7,344 4.4 % 2.65 % 18.48%
CCC or Below 20,25( 8,10( 4.8 % 5.25 % 25.88Y
Total/Weighted average $ 200320 $ 16744 __1000Y% 4.47 % 6.72%
Sponsor or Rating Par Carrying % of
December 31, 2009 S&P/Moodys/Fitch Value Value Portfolio Coupon Yield
Agency RMBS FNMA $ 110,32 $ 116,22¢ 65.8 % 5.14 % 2.37%
Non-Agency RMBS AAA/Aaa 2,19t 1,713 1.0 % 4.97 % 11.26%
AA/Aa 1,27( 88¢€ 0.5 % 5.18 % 15.03%
A/A 364 321 0.2 % 4.43 % 4.92%
BB/Ba 13,38t 11,33¢ 6.3 % 1.65 % 12.79%
B/B 11,74 8,81: 5.0 % 4.03 % 9.57%
CCC/Caa or Below 28,02¢ 19,79: 11.2 % 5.13% 7.49%
CLO BBB/Baa 10,40( 5,40¢ 3.1% 1.37% 15.20%
BB/Ba 15,30( 5,50¢ 3.1% 2.67 % 23.45%
B/B 20,25( 6,68: 3.8 % 5.27 % 30.22%
Total/Weighted average $ 218,25t % 176,69 100 % 4.51 % 6.23%

Performance characteristics of non-Agency RMB8e following tables detail performance charactessof our non-Agency
RMBS portfolio as of March 31, 2010 and DecemberZ0D9 (dollar amounts in thousands):

March 31, 2010

Current Par Value
Collateral Type
Fixed Rate
Arms
Weighted average Purchase Price
Weighted average Credit Support

Weighted average 60++ Delinquencies (including 80O and Foreclosure)

Weighted average 3 month Constant Prepayment Rate

Weighted average 3 month Voluntary Prepayment Rate

33

Acquired after

Acquired prior to

2008 2009
$ 33,17t % 16,547
$ 3,51¢ $ 15,93¢
$ 29,65¢ $ 60¢
60.14% 91.71%
8.2% 4.05%
23.41% 8.15%
14.61% 15.8¢%
7.61% 14.9(%




December 31, 2009

Current Par Value

Collateral Type
Fixed Rate
Arms

Weighted average Purchase Price

Weighted average Credit Support
Weighted average 60++ Delinquencies (including 88O and Foreclosure)
Weighted average 3 month Constant Prepayment Rate
Weighted average 3 month Voluntary Prepayment Rate

Acquired after Acquired prior to

2008 2009
$ 38,68: $ 18,30z
$ 3,73t $ 17,69:
$ 34,94: $ 60¢
60.51% 92.05%
8.7¢% 4.0%
20.61% 3.6€%
16.2% 17.4%
9.7¢% 15.8%%

Detailed composition of loans securitizing our atdralized loan obligations Fhe following tables summarize the loans secunig
our CLOs grouped by range of outstanding balammiystry and Moody’s Investor Services, Inc’s (“Mgtd) rating category as of Mar
31, 2010 and December 31, 2009, respectively (datteounts in thousands):

As of March 31, 2010

As of December 31, 2009

Range of Number of Total Number of Total

Outstanding Balance Loans Maturity Date Principal Loans Maturity Date Principal
$0 -$50(C 8 12/2011 - 03/2017 $ 3,551 i 03/2014 - 03/2017 $ $3,47:
01 -$2,00( 2! 12/2012 - 03/2017 29,55: 1¢ 12/2011 - 12/2015 24,72:
$2,001 -$5,00( 6! 05/2011 - 04/2016 219,33. 5t 5/2011 - 2/2016 198,89!
$5,001 -$10,00( 2 08/2011 - 02/2015 185,94 2 11/2010 - 10/2014 202,08
+$10,00: 12/2009 - 10/2012 33,35 12/2009 - 10/2012 32,29
Total 11¢ $ 471,72t 111 $ $461,46!
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March 31, 2010

Industry

Healthcare, Education & Childcare

Personal, Food & Misc Services

Electronics

Beverage, Food & Tobacco

Printing & Publishing

Hotels, Motels, Inns and Gaming
Telecommunications

Retail Store

Personal & Non-Durable Consumer Products
Chemicals, Plastics and Rubber

Aerospace & Defense

Utilities

Broadcasting & Entertainment

Insurance

Cargo Transport

Diversified/Conglomerate Service

Finance

Leisure, Amusement, Motion Pictures & Entertainment
Ecological

Farming & Agriculture

Machinery (Non-Agriculture, Non-Construction & Ndtiectronic)
Oil and Gas

Personal Transportation
Diversified/Conglomerate Mfg

Other

Total

% of
Number of Outstanding
Loans Outstanding Balance Balance
(amounts in thousanc

13 $ 52,73¢ 11.2%
7 43,10¢ 9.1%

8 30,41 6.4%

7 28,97: 6.1%

5 24,25 5.1%

5 23,01( 4.9%

8 22,881 4.9%

6 21,67¢ 4.6%

5 20,36¢ 4.3%

6 20,20¢ 4.3%

6 20,05¢ 4.3%

5 15,63: 3.3%

3 14,63: 3.1%

2 14,50: 3.1%

2 13,80: 2.9%

2 13,61¢ 2.9%

4 13,15¢ 2.8%

4 12,49° 2.6%

4 11,71¢ 2.5%

1 9,67t 2.1%

2 8,774 1.9%

1 7,11¢ 1.5%

2 6,37¢ 1.4%

2 6,19¢ 1.3%

9 16,35 3.5%
11¢ $ 471,72t 100.0%
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December 31, 2009

% of
Number of Outstanding
Industry Loans Outstanding Balance Balance
(amounts in
thousands
Healthcare, Education & Childcare 14 $ 57,19( 12.4%
Diversified/Conglomerate Service 6 42,34¢ 9.2%
Personal, Food & Misc Services 6 38,63¢ 8.4%
Electronics 7 26,53: 5.7%
Printing & Publishing 4 23,99( 5.2%
Telecommunications 6 23,09¢ 5.0%
Insurance / Finance 5 22,91¢ 5.0%
Utilities / Oil & Gas 6 21,78: 4.7%
Personal & Non-Durable Consumer Products 6 21,29¢ 4.6%
Retail Store 6 21,21: 4.6%
Aerospace & Defense 6 20,46: 4.4%
Cargo Transport / Personal Transportation 3 19,49¢ 4.2%
Chemicals, Plastics and Rubber 6 18,53: 4.0%
Hotels, Motels, Inns and Gaming 4 18,18: 3.9%
Broadcasting & Entertainment 3 16,49¢ 3.6%
Beverage, Food & Tobacco 6 15,88( 3.4%
Leisure, Amusement, Motion Pictures & Entertainment 4 11,14¢ 2.4%
Other 13 42,26( 9.3%
Total 11: $ 461,46! 100.0¥%
As of March 31, 2010 As of December 31, 2009
% of % of
Number of Outstanding Outstanding Number of Outstanding Outstanding

Moody's Rating Category Loans Balance Balance Loans Balance Balance
Baa3 3 % 11,92« 2.5% : $ 6,95! 1.5%
Bal 8 22,60 4.8% 9 28,24 6.1%
Ba2 1] 37,70( 8.0% 9 26,41¢ 5.7%
Ba3 17 52,29¢ 11.1% 1t 44,37. 9.6%
Bl 22 57,23’ 12.1% 17 51,35! 11.1%
B2 2¢ 107,16! 22.7% 2¢ 106,32! 23.0%
B3 1¢ 101,61¢ 21.5% 21 137,53: 29.8%
Caal 5 24,45¢ 5.2% 5 23,85( 5.2%
Caa2 5 45,71 9.7% 3 26,31: 5.7%
Caa3 1 38t 0.1% 1 54( 0.1%
Ca 1 10,62¢ 2.3% — — —
D — — — 1 9,55! 2.2%
Total 11¢ $ 471,72¢ 100.0¥% 111 % 461,46( 100.0¥%
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Mortgage Loans Held in Securitization Trusts (rdt)cluded in our portfolio are ARM loans that wegimated or purchased in b
from third parties that met our investment criteaiad portfolio requirements and that we subsequesgtturitized. Since our formation,
have completed four securitizations; three of whietre classified as financings and one of whichwNéork Mortgage Trust 2008;
qualified as a sale and resulted in the recordfmggidual assets and mortgage servicing rightsinguthe quarter ended September 30, 2
we sold all of the residual assets related to 08621 securitization.

The following table details mortgage loans heldeguritization trusts at March 31, 2010 (dollar amts in thousands):

# of Loans Par Value Coupon Carrying Value Yield
March 31, 2010 620 $ 259,59: 4.58% $ 259,07¢ 5.4(%
December 31, 2009 647 $ 277,00° 51% $ 276,17t 5.4(%

At March 31, 2010, mortgage loans held in secwiitin trusts totaled approximately $259.1 milliar, 55.9% of our tot:
assets. Of this mortgage loan investment portfdl@0% are traditional ARMs or hybrid ARMs, 80.0%wehich are ARM loans that &
interest only. On our hybrid ARMSs, interest ra¢set periods are predominately five years or lagstle interesbnly period is typically 1
years, which we believe mitigates t“payment shock’at the time of interest rate reset. None of thetgage loans held in securitizat
trusts are payment option-ARMs or ARMs with negattamortization.

The following table sets forth the composition of portfolio of mortgage loans held in securitipatitrusts as of March 31, 2C
(dollar amounts in thousands):

Loans Held in Securitization Trusts:

Average High Low

General Loan Characteristics:

Original Loan Balance (dollar amounts in thousands) $ 448 % 2,95 $ 48
Current Coupon Rate 4.87% 7.25% 1.3&%
Gross Margin 2.3 5.0(% 1.1%
Lifetime Cap 11.2€% 13.25% 9.13%
Original Term (Months) 36C 36C 36C
Remaining Term (Months) 301 30¢ 26¢
Average Months to Reset 4 16 1
Original Average FICO Score 731 82C 59:
Original Average LTV 70.3¢t 95.0( 13.9¢
Index / Reset Characteristics:

Weighted
Average Gross
Index Type Margin (%)

General Loan Characteristics:

One Month Libor 2.3% 1.6%
Six Month Libor 72.(% 2.41%
One Year Libor 17.2% 2.2€%
One Year CMT 8.4% 2.6€%
Total / Weighted Average 100.(% 2.3%%
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The following table details loan summary informatifr loans held in securitization trusts at Ma&% 2010 (dollar amounts
thousands).

Description Interest Rate % Final Maturity

Principal

Amount of
Loans

Periodic Subject to
Payment Original Current Delinquent

Property Loan Terms Prior Amount of  Amount of Principal
Type Balance Count Max Min Avg Min Max (months) Liens Principal Principal or Interest
Single <= $10( 11 588 2.65 4.4¢ 12/01/3: 11/01/3t 36C NA 1,72¢ % 75z $ -
Family <=$25( 70 7.2 2.8¢ 497 09/01/3: 12/01/3: 36C NA 14,35¢ 12,43¢ 77E
<=$50( 12¢  7.1¢ 2.6 4.8z 10/01/3: 01/01/3¢ 36C NA 45,32 42,22 6,26
<=$1,00( 45 6.0C 1.5C 4.61 08/01/3: 12/01/3* 36C NA 35,58: 33,70¢ 2,65k
>$1,00( 24 6.28 2.6z 55z 01/01/3* 01/01/3¢ 36C NA 42,607 42,01¢ 6,24¢
Summary 27C 7.28 1.5C 4.87 09/01/3: 01/01/3¢ 36C NA 139,58¢ $ 131,13t $ 15,93¢
2-4 <= $10( 1 6.6 6.6 6.6 02/01/3¢ 02/01/3* 36C NA 80 $ 75 % 76
FAMILY <=$25( 6 6.7¢ 2.6: 4.81 12/01/3: 07/01/3* 36C NA 1,11¢ 991 192
<=$50( 16 7.28 2.1: 4.7C 09/01/3: 01/01/3¢ 36C NA 5,85¢ 5,58¢ 254
<=$1,00( 1 5.36 5.3¢ 5.3& 04/01/3% 04/01/3* 36C NA 54C 54C -
>$1,00( - - - - - - 36C NA - - -
Summary 24 7.28 2.1: 484 09/01/3: 01/01/3¢ 36C NA 7,58¢ $ 7191 $ 52z
Condo <= $10( 16 6.3¢ 2.8 4.17 01/01/3¢ 12/01/3: 36C NA 2,707 $ 1,01¢ $ =
<=$25( 80 6.5C 2.6 4.97 08/01/3: 01/01/3¢ 36C NA 15,46: 14,28¢ 767
<=$50( 73 6.8¢ 1.5C 4.6: 09/01/3: 12/01/3t 36C NA 25,29( 24,13: 662
<=$1,00( 24 6.1 1.6 4.5& 08/01/3: 10/01/3t 36C NA 17,23: 16,34 54¢
>$1,00( 10 6.1 2.7t 5.1& 01/01/3¢ 09/01/3: 36C NA 14,91 14,70¢ -
Summary 203 6.8¢ 1.5C 4.7¢ 08/01/3: 01/01/3¢ 36C NA 75,60f % 70,47¢ % 1,97¢
CO-0OP <= $10( 5 588 3.0 4.65 10/01/3: 12/01/3: 36C NA 1,478 $ 31¢ $ =
<=$25( 21 6.1z 278 4.6: 10/01/3: 12/01/3* 36C NA 4,48( 3,771 21z
<=$50( 29 6.3t 1.3¢ 4.6: 08/01/3: 12/01/3* 36C NA 11,57« 10,51¢ -
<=$1,00( 15 5.6: 2.6 4.7¢ 12/01/3: 11/01/3: 36C NA 10,75¢ 10,53t -
>$1,00( 5 6.0 22t 43¢ 11/01/3: 12/01/3: 36C NA 7,544 6,97: -
Summary 75 6.3t 1.3¢ 4.8C 08/01/3: 12/01/3t 36C NA 3583: $ 32,12: $ 21z
PUD <= $10( 1 56: 562 56z 07/01/3+ 07/01/3¢ 36C NA 10C $ 93 $ -
<=$25( 18 6.5C 278 4.7¢ 01/01/3¢ 12/01/3: 36C NA 3,78t 3,62( 18<
<=$50( 19 6.8¢ 2.6 4.4¢ 08/01/3: 12/01/3: 36C NA 6,86¢ 6,531 45E
<=$1,00( 5 58& 3.4C 4.8 05/01/3: 12/01/3: 36C NA 3,43: 3,261 59¢
>$1,00( 4 6.1z 2.8¢ 4.5z 04/01/3: 12/01/3* 36C NA 5,23: 5,162 -
Summary 48 6.8¢ 2.6 4.67 08/01/3: 01/01/3¢ 36C NA 19,41¢ $ 18,667 $ 1,23¢
Summary <= $10( 34 6.6 2.6 4.4€¢ 10/01/3: 12/01/3¢ 36C NA 6,08¢ $ 2,25 $ 76
<=$25( 19€¢ 7.2t 2.6 4.91 08/01/3: 01/01/3¢ 36C NA 39,19 35,11 2,12¢
<=$50( 257 7.2t 1.3¢ 4.8z 08/01/3: 01/01/3¢ 36C NA 94,907 88,98¢ 7,63:
<=$1,00( 90 6.1c 1.5C 4.6t 08/01/3: 12/01/3t 36C NA 67,54¢ 64,38: 3,79¢
>$1,00( 43 6.28 228 5.21 04/01/3: 01/01/3¢ 36C NA 70,29¢ 68,85¢ 6,24¢
Grand Total 62C 7.28 1.3¢ 4.81 08/01/3: 01/01/3¢ 36C NA 278,03: $ 259,59 $ 19,88
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The following table details activity for loans hetdsecuritization trusts for the three months ehliarch 31, 2010.

Current Net Carrying
Principal Premium Loan Reserve Value
Balance, January 1, 2010 $ 277,000 $ 1,75C $ (2,580 $ 276,17t
Additions — — — —
Principal repayments (16,957 — — (16,957
Provision for loan losses — — 27 27
Transfer to real estate owned (456) — 172 (2849)
Charge-offs — — 21¢ 21¢
Amortization for premium — (10¢) — (10¢)
Balance, March 31, 2010 $ 259,59: $ 1,642 $ (2,167 $ 259,07:

Cash and cash equivalent$\e had unrestricted cash and cash equivalents283$Rillion.

Restricted Cash Restricted cash of $3.0 million at March 31, 20dfludes $2.9 million held by counterparties asatehal fo
hedging instruments and $0.1 million as collatésah letter of credit related to the Company’sskeaf its corporate headquarters.

Accounts and accrued interest receivabl&ccounts and accrued interest receivable includesuad interest receivable for
investment securities and mortgage loans helddargezation trusts.

Prepaid and other asset®repaid and other assets totaled $2.7 million adasth 31, 2010, and consist mainly of $0.8 millaf
real estate owned (“REOIf) securitization trusts, $0.5 million of capitaltion expenses related to equity and bond issuzoste $0.8 milliol
related to escrow advances and $0.2 million oftaiped servicing costs.

Assets Related to Discontinued Operatioincluded in assets related to discontinue operadi@nmortgage loans that we h
originated but do not intend to hold for investmant are classified as mortgage loans held for dale had mortgage loans held for
(net) of $3.8 million at March 31, 2010.

Balance Sheet Analysis - Financing Arrangements

Financing Arrangements, Portfolio Investmenté&s of March 31, 2010 there were approximately $7%i8ion of repurchas
borrowings outstanding. Our repurchase agreentgptsally have terms of 30 days or less. As of &haBl1, 2010, the current weigh
average borrowing rate on these financing facditias 0.28%.

Collateralized Debt Obligations As of March 31, 2010, we have CDOs outstanding pgdreximately $249.8 million with
weighted average interest rate of 0.63%. The CD&dsanently finance our loans held in securitizatrosts.

Subordinated DebenturesAs of March 31, 2010, we have trust preferred s@earoutstanding of $45.0 million that bear
average interest rate of 5.95%. The securitiesfidly guaranteed by the Company with respectistridutions and amounts payable u
liquidation, redemption or repayment, and matur20B85. These securities are classified as subatetindebentures in the liability sectiot
our condensed consolidated balance sheet.
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Convertible Preferred DebenturesAt March 31, 2010, we had $19.9 million of convelei preferred debentures outstanding, n
$0.1 million of deferred debt issuance cost. Weasisthese shares of Series A Preferred Stock toGMBp Inc. and certain of its affilial
for an aggregate purchase price of $20.0 millidme Beries A Preferred Stock entitles the holdersdeive a cumulative dividend of 10%
year, subject to an increase to the extent anyteplaicommon stock dividends exceed $0.20 per shire current dividend rate is 12.
based on the 2010 first quarter common stock dinddef $0.25. The Series A Preferred Stock is cdible into shares of our common st
based on a conversion price of $8.00 per sharewimon stock, which represents a conversion ratsvofand onehalf (2 %2) shares
common stock for each share of Series A PrefertedkSAny shares of Series A Preferred Stock tbatain outstanding on December
2010 must be redeemed in exchange for the ligwdatimount, which is $20.0 million plus all accruew unpaid dividends. Because of
mandatory redemption feature, we classify thesergexs as a liability on our balance sheet.

Derivative Assets and LiabilitiesWe generally hedge only the risk related to changebe benchmark interest rates used ir
variable rate index, usually a London Interbanke@dtl Rate (“LIBOR”) or a U.S. Treasury rate.

In order to reduce these risks, we enter into @serate swap agreements whereby we receive ftpedte payments in exchange
fixed rate payments, effectively converting ourrstierm repurchase agreement borrowing or CDOsfixed rate. We also enter into intel
rate cap agreements whereby, in exchange for avieare reimbursed for interest paid in excessaufraractually specified capped rate.

Derivative financial instruments contain creditkri® the extent that the institutional counterpggrtmay be unable to meet the te
of the agreements. We minimize this risk by limitiour counterparties to major financial institugomith good credit ratings. In addition,
regularly monitor the potential risk of loss withyaone party resulting from this type of creditkrishccordingly, we do not expect &
material losses as a result of default by othetigmgrbut cannot guaranty we do not have countsrpaitures.

We enter into derivative transactions solely fakrmanagement purposes. The decision of whetheotoa given transaction, o
portion thereof, is hedged is made on a casedsg basis, based on the risks involved and otictors as determined by senior managet
including the financial impact on income and assdtiation and the restrictions imposed on REIT leglgctivities by the Internal Rever
Code, among others. In determining whether to healgesk, we may consider whether other assetsjlitiab, firm commitments ar
anticipated transactions already offset or reddmee risk. All transactions undertaken as a hedgeeatered into with a view towar
minimizing the potential for economic losses thatlld be incurred by us. Generally, all derivatieasered into are intended to qualify as
flow hedges. To this end, terms of the hedges atelmad closely to the terms of hedged items.

At March 31, 2010, the Company had $101.7 milliaional in interest rate swaps outstanding withaia fmarket value of $2
million loss. In addition, the Company had $172.@iam notional in outstanding interest rate capishva fair market value of $0. Both 1
interest rate swaps and interest rate caps quaifsashflow hedges for purposes of reporting.

Balance Sheet Analysis - Stockholders’ Equity

Stockholders®equity at March 31, 2010 was $64.9 million and uideld $15.9 million of net unrealized gains on aldé for sal
securities and a $2.5 million unrealized loss egldb cashflow hedges presented as accumulatedaatimprehensive income/(loss).
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Results of Operations
Overview of Performance

For the three months ended March 31, 2010, we tegoret income of $2.7 million as compared to nebime of $2.1 million fc
the same period in 2009. The main components ofhla@age in net income (loss) for the three montitiee March 31, 2010 as compare

the same period for the prior year are detailethénfollowing table (dollar amounts in thousands;ept per share data):

For the Three months Ended March 31,

2010 2009 Difference

Net interest income from investment securities laads held in securitizatic

trusts $ 482¢ $ 545t $ (62€)
Net interest incom 3,40¢ 4,09¢ (68€)
Provision for loan losses 2 (629) 627
Impairment loss on investment securities — (119 11¢
Realized gain on securities 807 123 684
Total expenses 1,85¢ 1,57C 28¢€
Income from continuing operations 2,357 1,89¢ 45¢
Income from discontinued operation - net of tax 311 15E 15€
Net income $ 2,66¢ $ 2,052 % 614
Basic income per common share $ 0.2t $ 02z $ 0.0¢
Dividends per common share $ 0.2 $ 0.1¢ $ 0.07

The increase in net income of $0.6 million for thearter ended March 31, 2010 as compared to the ganod in the previol
year was due primarily to an increase of $0.7 onillin realized gain on securities and $0.6 millfeduction in provision for loan loss
partially offset by a $0.7 million decline in nettérest margin on the investment portfolio and lea lbans held in securitization trusts.
realized gains of $0.8 million during the quartaded March 31, 2010 were related to the sale dghicecredit sensitive noAgency RMB¢
purchased during 2009, while theduction in provision for loan losses was primaal function of the improved performance of cel
mortgage loans held in securitization trusts. Thelide in net interest margin in the quarter entfiedich 31, 2010 as compared to the s
period in 2009 was primarily a result of a reductio our average earning assets from $797.2 miftiwrihe quarter ended March 31, 200
$425.1 million for the quarter ended March 31, 2Qddrtially offset by a 173 basis point improvemennet interest spread. The declin
average earning assets during this time is a fomaf our previously disclosed portfolio reposiiiog, which began in the first quarter of 2
and focused on transitioning from a portfolio almesclusively centered on leveraged Agency RMBS prithe ARM loans held |
securitization trusts to a more diversified poitiothat includes elements of credit risk with regdideverage. The reduction in lever
directly reduces the amount of assets that we wamamd thus the amount of assets from which wevdaret interest marginThe Compan
will continue to consider the opportunistic salecodit sensitive non-Agency RMBS as the valuatioasrant.
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Comparative Net I nterest Income

Our results of operations for our investment pdidfauring a given period typically reflect the riaterest spread earned on
investment portfolio of Agency RMBS, ndigency RBMS, loans held in securitization trustsl &1LOs. The net interest spread is impa
by factors such as our cost of financing, the ggerate our investments are earning and our sttéredging strategies. Furthermore,
amount of premium or discount paid on purchasetfgr investments and the prepayment rates orf@artinvestments will impact the r
interest spread as such factors will be amortiaedt the expected term of such investments. THewfialg tables set forth the changes in
interest income, yields earned on securities andgage loans and rates on financial arrangementhiécthree months ended March 31, 2
and 2009 (dollar amounts in thousands, except &xiji0

For the Three Months Ended March 31,

2010 2009
Average Yield/ Average Yield/
Balance Amount Rate Balance Amount Rate
($ Millions) ($ Millions)
Interest income:
Investment securities and loans he
in the securitization trusts $ 4742 % 5,34( 45(% $ 7987 $ 8,43¢ 4.22%
Amortization of net premium (49.7) 881 1.35% (1.5 14¢ 0.0¢%
Interest income/weighted average $ 425.1 3 6,221 5.85% $ 7972 % 8,58¢ 4.31%
Interest expense:
Investment securities and loans he
in the securitization trusts $ 344 $ 1,392 1.6(% $ 690.7 $ 3,13( 1.7%%
Subordinated debentures 45.C 75¢ 6.67% 45.C 824 7.2%
Convertible preferred debentures 20.C 662 13.0¢% 20.C 537 10.62%
Interest expense/weighted averag $ 409.: % 2,81 2.72% $ 7557 $ 4,491 2.35%
Net interest income/weighte
average $ 3,40¢ 3.1%% $ 4,09/ 1.96%
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The following table sets forth, among other thindpg net interest spread since inception for outf@@ of investment securiti
available for sale, mortgage loans held for investtrand mortgage loans held in securitization $russtcluding the costs of our subordini

debentures and convertible preferred debentures.

Weighted

Average Average

Interest Cash Yield Constant

Earning Weighted on Interest Prepayment

Assets Average Earning Cost of Net Interest Rate
Quarter Ended ($ millions) Coupon Assets Funds Spread (CPR)
March 31, 2010 $ 425.1 4.50 % 5.85 % 1.60 % 4.25 % 18.6 %
December 31, 2009 $ 476.¢ 475 % 5.78 % 1.45% 4.33% 18.1%
September 30, 2009 $ 571.( 4.98 % 5.60 % 1.47 % 4.13 % 22.5%
June 30, 2009 $ 600.£ 4.99 % 5.09 % 1.48 % 3.61% 21.4 %
March 31, 2009 $ 797.. 4.22 % 4.31 % 1.79 % 2.52 % 12.3 %
December 31, 2008 $ 841. 477 % 4.65 % 3.34 % 131% 9.2 %
September 30, 2008 $ 874.% 4.81 % 472 % 3.36 % 1.36 % 13.8 %
June 30, 2008 $ 899.: 4.86 % 478 % 3.35% 1.43 % 14.0 %
March 31, 2008 $ 1,019.: 5.24 % 5.20 % 4.35 % 0.85 % 13.0 %
December 31, 2007 $ 799.: 5.90 % 5.79 % 5.33% 0.46 % 19.0 %
September 30, 2007 $ 865.1 5.93 % 5.72 % 5.38 % 0.34 % 21.0 %
June 30, 2007 $ 948.¢ 5.66 % 5.55 % 5.43 % 0.12 % 21.0 %
March 31, 2007 $ 1,022.° 5.59 % 5.36 % 5.34 % 0.02 % 19.2 %
December 31, 2006 $ 1,111.( 5.53 % 5.35% 5.26 % 0.09 % 17.2%
September 30, 2006 $ 1,287.¢ 5.50 % 5.28 % 5.12 % 0.16 % 20.7 %
June 30, 2006 $ 1,217.¢ 5.29 % 5.08 % 4.30 % 0.78 % 19.8 %
March 31, 2006 $ 1,478.¢ 4.85 % 4.75 % 4.04 % 0.71 % 18.7 %
December 31, 2005 $ 1,499.( 4.84 % 443 % 3.81% 0.62 % 26.9 %
September 30, 2005 $ 1,494.( 4.69 % 4.08 % 3.38% 0.70 % 29.7 %
June 30, 2005 $ 1,590.( 4.50 % 4.06 % 3.06 % 1.00 % 30.5 %
March 31, 2005 $ 1,477.¢ 4.39 % 4.01 % 2.86 % 1.15% 29.2 %
December 31, 2004 $ 1,325.° 4.29 % 3.84 % 2.58 % 1.26 % 23.7 %
September 30, 2004 $ 776. 4.04 % 3.86 % 2.45 % 141 % 16.0 %

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended

March 31,

Expenses: 2010 2009 % Change
Salaries and benefits $ 533 $ 541 (1.5%
Professional fees 282 341 (17.9%
Management fees 464 182 154.%
Insurance 16¢€ 92 80.4%
Other 411 414 (0.7 %
Total Expenses $ 1,85¢ $ 1,57C 18.2%

The increase in expenses of approximately $0.3anifor the three months ended March 31, 2010 aspaped to the same per
in 2009 is primarily due to an increase in incemtmanagement fees paid to HCS, which is a dirextltref an increase in, and impro

performance of, the assets under HCS’ managemeingdihese periods.
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Off-Balance Sheet Arrangements

Since inception, we have not maintained any ratatiips with unconsolidated entities or financiattparships, such as entities ot
referred to as structured finance or special plemtities, established for the purpose of fatifitpoff-balance sheet arrangements or ¢
contractually narrow or limited purposes. Furtheg have not guaranteed any obligations of uncoeteld entities nor do we have
commitment or intent to provide funding to any sweftities. Accordingly, we are not materially espd to any market, credit, liquidity
financing risk that could arise if we had engagedtich relationships.

Liquidity and Capital Resources

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committedn repay borrowings, ful
and maintain investments, fund our operations,gigiglends to our stockholders and other generaihless needs. We recognize the nes
have funds available for our operating businesedsngeet these potential cash requirements. Ousimants and assets generate liquidit
an ongoing basis through mortgage principal andrést payments, prepayments and net earnings hieidtp payment of dividends.
addition, depending on market conditions, the sdlenvestment securities or capital market trarisast may provide additional liquidit
We intend to meet our liquidity needs through ndroperations with the goal of avoiding unplannetbsaf assets or emergency borrov
of funds. At March 31, 2010, we had $22.8 millioncash, $65.5 million in unencumbered securitiasluding $29.5 million of Agenc
RMBS, and borrowings of $75.8 million under outslimg repurchase agreements. At March 31, 2010, le@ lzad longeterm capite
resources, including CDOs outstanding of $249.8oniland subordinated debt of $45.0 million.

The Company also has $19.9 million of its Serie€@nvertible Preferred Stock outstanding, net ofedefl issuance costs. 1
Series A Preferred Stock matures on December 310,28 which time we must redeem any outstandirayeshat the $20.00 per st
liquidation preference plus any accrued and unplariends at that time. The Series A Preferred ISteaonvertible into shares of 1
Companys common stock based on a conversion price of $80Ghare of common stock, which represents aersion rate of two ar
onehalf (2 %2) shares of common stock for each shai®eoies A Preferred Stock. As of May 3, 2010, @ammon stock was trading bel
the $8.00 conversion price for our Series A Pref@i$tock. As a result, as of May 3, 2010, 100%hefSeries A Preferred Stock remai
outstanding, which represents an aggregate redemptice (excluding accrued and unpaid dividendsg)pproximately $20.0 million. In tl
event we are required to redeem all or a portiothefoutstanding Series A Preferred Stock at Deeer8b, 2010, we expect to use worl
capital to satisfy the redemption terms. Based on aurrent investment portfolio, leverage ratio andiilable borrowing arrangemet
we believe our existing cash balances, funds adailander our current repurchase agreements ahdfloass from operations will meet c
liquidity requirements for at least the next 12 itisn

We had outstanding repurchase agreements, a fooollaferalized shorterm borrowing, with four different financial insitions a
of March 31, 2010. These agreements are securedubyAgency RMBS and bear interest rates that hastrcally moved in clos
relationship to LIBOR. Our borrowings under repuasé agreements are based on the fair value of ogage backed securities portfol
Interest rate changes can have a negative impac¢hervaluation of these securities, reducing thewrh we can borrow under th
agreements. Moreover, our repurchase agreemiémisthe counterparties to determine a new markhie of the collateral to reflect curr
market conditions and because these lines of fingnare not committed, the counterparty can call Itten at any time. If a counterpe
determines that the value of the collateral hasedesed, the counterparty may initiate a margin aadl require us to either post additic
collateral to cover such decrease or repay a podfothe outstanding borrowing, on minimal notidéoreover, In the event an exist
counterparty elected to not reset the outstandalgnise at its maturity into a new repurchase ageeénwe would be required to repay
outstanding balance with cash or proceeds received a new counterparty or to surrender the moedsarked securities that serve
collateral for the outstanding balance, or any comtipn thereof. If we are unable to secure finegdirom a new counterparty and hau
surrender the collateral, we would expect to irecsignificant loss.

At March 31, 2010 our leverage ratio for our RMBfvdstment portfolio, which we define as our outdiag indebtedness unc
repurchase agreements divided by stockhold=sity, was 1.2 to 1. We have continued to utiignificantly less leverage than our targt
overall leverage of 4 to 5 times due to the ongaenpsitioning of our investment portfolio from opemarily focused on leveraged Agel
RMBS and prime ARM loans held in securitizationstauto a more diversified portfolio that includdsmeents of credit risk with reduc
leverage. Because financing for certian of thetagbat introduce credit risk remains unfavorabdedlate, we have used cash from oper:
activities to finance assets other than Agency RMB& mortgage loans held in securitization trusts.

We enter into interest rate swap agreements aschanism to reduce the interest rate risk of the RBMdrtfolio. At March 3!
2010, we had $101.7 million in notional intereserawaps outstanding. Should market rates forlairterm interest rate swaps drop be
the fixed rates we have agreed to on our intesgstswaps, we will be required to post additionatgm to the swap counterparty, redut
available liquidity. At March 31, 2010, we pledg®2.9 million in cash margin to cover decreasddat@ns for our interest rate swaps.
weighted average maturity of the swaps was 2.6syaaMarch 31, 2010.
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We also own approximately $3.8 million of loansché&dr sale. Our inability to sell these loans laba on favorable terms cot
adversely affect our profitability as any sale fess than the current reserved balance would ré@satloss. Currently, these loans are
financed or pledged.

As it relates to loans sold previously under certaan sale agreements by our discontinued morttpagiing business, we may
required to repurchase some of those loans or inteitine loan purchaser for damages caused byachref the loan sale agreement. W
in the past we complied with the repurchase deméydsepurchasing the loan with cash and resellirat ia loss, thus reducing our c
position; since December 31, 2007, we have addiebsse requests by attempting to negotiate aasdt settlement based on the actu
assumed loss on the loan in lieu of repurchasiaddans. We periodically receive repurchase raqueach of which management review
determine, based on managemermXperience, whether such request may reasonabtiebmed to have merit. As of March 31, 2010
amount of repurchase requests outstanding wasdpmately $2.0 million, against which we had a reseof approximately $0.3 million. V
cannot assure you that we will be successful itlisgtthe remaining repurchase demands on favortshas, or at all. If we are unable
continue to resolve our current repurchase dem#madsigh negotiated net cash settlements, our ligutbuld be adversely affected.
addition, we may be subject to new repurchase mgtfimm investors with whom we have not settledith respect to repurchase obligati
not covered under the settlement.

We paid a fourth quarter 2009 common stock casideind of $0.25 in January 2010 and declared a fjstrter 2010 ca:
dividend of $0.25 per common stock share in Ma@h®which was paid in April 2010.

In January 2010, we paid a 2009 fourth quarterdeind of $0.63 per share, or $0.6 million in theraggte, on shares of the Se
A Preferred Stock to holders of record on Decen®ier2009. In March 2010, we declared a 2010 fstrter dividend of $0.63 per share
shares of the Series A Preferred Stock, which vaés gn April 30, 2010 to holders of record on Ma8dh 2010.

Our board of directors will continue to evaluater @@ammon stock dividend policy each quarter and mihke adjustments
necessary, based on a variety of factors, inclydingpng other things, the need to maintain our Riétus, our financial condition, liquidi
earnings projections and business prospects. @omon stock dividend policy does not constitutehligation to pay dividends, which ol
occurs when our board of directors declares a didd

We intend to make distributions to our stockholdergomply with the various requirements to maimtaur REIT status and
minimize or avoid corporate income tax and the moluttible excise tax. However, differences in tighnbetween the recognition of RE
taxable income and the actual receipt of cash coedgiire us to sell assets or to borrow funds aheartterm basis to meet the RE
distribution requirements and to avoid corporat®mime tax and the nondeductible excise tax.

Advisory Agreement

On January 18, 2008, we entered into an advisorgeagent with HCS, pursuant to which HCS advisesjagas and mak
investments on behalf the Managed Subsidiariesuaot to the advisory agreement, HCS is entitledd¢eive the following compensation:

. a base advisory fee equal to 1.50% per annum ofetfpgity capital” @s defined in advisory agreement) of the Man
Subsidiaries is payable by us to HCS in cash, gtlgrin arrears; and

. incentive compensation equal to 25% of the GAAPimedme of the Managed Subsidiaries attributablhéoinvestmen
that are managed by HCS that exceed a hurdle gqatd ® the greater of (a) 8.00% and (b) 2.00% filesen year treast
rate for such fiscal year will be payable by u$toS in cash, quarterly in arrears; provided, howetiat a portion of tr
incentive compensation may be paid in shares otoommmon stock.
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If we terminate the advisory agreement (other tfmncause) or elect not to renew it, we will be uiegd to pay HCS a ca
termination fee equal to the sum of (i) the averageual base advisory fee and (ii) the averagealrinoentive compensation earned du
the 24-month period immediately preceding the datermination.

For the three months ended March 31, 2010, we &8 a base advisory fee of $0.2 million and ina@ntompensation of $C
million. As of March 31, 2010, HCS was managingragimately $44.8 million of assets on our behalf.

Inflation

For the periods presented herein, inflation has bekatively low and we believe that inflation hast had a material effect on «
results of operations.

Item 3. Quantitative and Qualitative Disclosures bhout Market Risk

Market risk is the exposure to loss resulting frahranges in interest rates, credit spreads, foreignency exchange rat
commodity prices and equity prices. Because weramested solely in U.Sdollar denominated instruments, primarily residainthortgag
instruments, and our borrowings are also domesiit d.S. dollar denominated, we are not subjectam@in currency exchange,
commodity and equity price risk; the primary markek that we are exposed to is interest rateaisk its related ancillary risks. Interest
risk is highly sensitive to many factors, includiggvernmental monetary and tax policies, domestit iaternational economic and politi
considerations and other factors beyond our can#dll of our market risk sensitive assets, liai@t and related derivative positions are
non-trading purposes only.

Management recognizes the following primary risksogiated with our business and the industry irckviasie conduct business:

. Interest rate risk

. Liquidity risk

. Prepayment risk

. Credit risk

. Market (fair value) risk

I nterest Rate Risk

Interest rates are sensitive to many factors, @ioly governmental, monetary, tax policies, domestid international econon
conditions, and political or regulatory matters @eg our control. Changes in interest rates affeetvalue of our RMBS and ARM loans
manage and hold in our investment portfolio, thealderate borrowings we use to finance our portfoliod #ime interest rate swaps and ¢
we use to hedge our portfolio. All of our portfoiiterest market risk sensitive assets, liabilites related derivative positions are mani
with a long term perspective and are not for trgginrposes.

Interest rate risk is measured by the sensitivitpur current and future earnings to interest katkatility, variability of sprea
relationships, the difference in peicing intervals between our assets and liabdited the effect that interest rates may have orcast
flows, especially the speed at which prepaymentsioon our residential mortgage related assetsn@dsin interest rates can affect oul
interest income, which is the difference betweenititerest income earned on assets and our inexpsnse incurred in connection with
borrowings.

Our adjustableate hybrid ARM assets reset on various dates dhatnot matched to the reset dates on our repuwa
agreements. In general, the repricing of our refpase agreements occurs more quickly than thechegrof our assets. First, our floating |
borrowings may react to changes in interest ragfsre our adjustable rate assets because the wdigherage next ngricing dates on tt
related borrowings may have shorter time periods that of the adjustable rate assets. Secondegtteates on adjustable rate assets m
limited to a “periodic cap’or an increase of typically 1% or 2% per adjustmeatiod, while our borrowings do not have compa
limitations. Third, our adjustable rate assetsdgfly lag changes in the applicable interest rathices by 45 days due to the notice pe
provided to adjustable rate borrowers when theésterates on their loans are scheduled to change.
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We seek to manage interest rate risk in the paotfoy utilizing interest rate swaps, caps and Eallad futures, with the goal
optimizing the earnings potential while seekingntaintain long term stable portfolio values. We dmurlly monitor the duration of o
mortgage assets and have a policy to hedge thecfimgsuch that the net duration of the assetshotowed funds related to such assets
related hedging instruments, are less than one year

Interest rates can also affect our net return dirilyARM securities and loans net of the cost afficing hybrid ARMs. W
continually monitor and estimate the duration of bybrid ARMs and have a policy to hedge the finagof the hybrid ARMs such that t
net duration of the hybrid ARMs, our borrowed fundkated to such assets, and related hedging msfrts are less than one year. Duri
declining interest rate environment, the prepaynoéhtybrid ARMs may accelerate (as borrowers maytopefinance at a lower rate) caus
the amount of liabilities that have been extendgdhle use of interest rate swaps to increase veléti the amount of hybrid ARMs, possi
resulting in a decline in our net return on hybABMs as replacement hybrid ARMs may have a loweldythan those being prep:
Conversely, during an increasing interest raterenment, hybrid ARMs may prepay slower than expgctequiring us to finance a higl
amount of hybrid ARMs than originally forecast aatda time when interest rates may be higher, rieguib a decline in our net return
hybrid ARMs. Our exposure to changes in the premmtnspeeds of hybrid ARMs is mitigated by regulanitoring of the outstandit
balance of hybrid ARMs, and adjusting the amount&gated to be outstanding in future periods amda regular basis, making adjustm
to the amount of our fixed-rate borrowing obligagdor future periods.

We utilize a model based risk analysis system sisa@ projecting portfolio performances over arsario of different intere
rates. The model incorporates shifts in interegsrachanges in prepayments and other factors tmpgathe valuations of our financ

securities, including mortgage-backed securitiegurchase agreements, interest rate swaps anesntate caps.

Based on the results of the model, as of March2B810, instantaneous changes in interest rates wwad the following effe
on net interest income: (dollar amounts in thousand

Changes in Net Interest Income

Changes in Net Interes

Changes in Interest Rates Income
+200 $ (2,639
+100 $ (1,769
-100 $ 1,90°

Interest rate changes may also impact our net adke as our mortgage assets and related hedgeiilegs are marked-to-
market each quarter. Generally, as interest rat¥edse, the value of our mortgage assets decraadess interest rates decrease, the va
such investments will increase. In general, we @Waxpect however that, over time, decreases irevafiwur portfolio attributable to inter:
rate changes will be offset, to the degree we adgéd, by increases in value of our interest rateps, and vice versa. However,
relationship between spreads on securities anédpr@n swaps may vary from time to time, resuliing net aggregate book value increas
decline. However, unless there is a material inmpaitt in value that would result in a payment nahdpeeceived on a security or lo
changes in the book value of our portfolio will ndirectly affect our recurring earnings or our #pilto make a distribution to o
stockholders.
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Liquidity Risk

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committadn repay borrowing
fund and maintain investments, pay dividends to siackholders and other general business needse@égnize the need to have fu
available to operate our business. It is our pdlichave adequate liquidity at all times. We planrteet liquidity through normal operatic
with the goal of avoiding unplanned sales of assetamergency borrowing of funds.

Our principal sources of liquidity are the repurehagreements on our RMBS, the CDOs we have igsuftdance our loar
held in securitization trusts, the principal antbiest payments from mortgage assets and cashepi®é®m the issuance of equity secur
(as market and other conditions permit). We belieue existing cash balances and cash flows fronratipas will besufficient for ou
liquidity requirements for at least the next 12 itinsn

As it relates to our investment portfolio, derivatifinancial instruments we use to hedge interast risk subject us tarfargir
call” risk. If the value of our pledged assets decreabesto a change in interest rates, credit chaiatits, or other pricing factors, we n
be required to post additional cash or asset epdtor reduce the amount we are able to borrewesus the collateral. Under our interest
swaps typically we pay a fixed rate to the courdaerps while they pay us a floating rate. If instreates drop below the fixed rate we
paying on an interest rate swap, we may be requirpdst cash margin.

Prepayment Risk

When borrowers repay the principal on their moregkxgns before maturity or faster than their schetiamortization, the effe
is to shorten the period over which interest imedr and therefore, reduce the yield for mortgagpeta purchased at a premium to their
current balance, as with the majority of our assetsversely, mortgage assets purchased for lasstlieir then current balance exhibit hig
yields due to faster prepayments. Furthermore, g@gent speeds exceeding or lower than our modelegapment speeds impact
effectiveness of any hedges we have in place tigaté financing and/or fair value risk. Generallyhen market interest rates decl
borrowers have a tendency to refinance their mgegathereby increasing prepayments.

Our prepayment model will help determine the amadtedging we use to offet changes in interest rates. If actual prepay
rates are higher than modeled, the yield will besléhan modeled in cases where we paid a premiurthéoparticular mortgage as:
Conversely, when we have paid a premium, if agiepayment rates experienced are slower than nmehdetewould amortize the premit
over a longer time period, resulting in a higheslgito maturity.

In an increasing prepayment environment, the tindiffgrence between the actual cash receipt ofcjral paydowns and tl
announcement of the principal paydown may resudidditional margin requirements from our repurcreg@ement counterparties.

We mitigate prepayment risk by constantly evaluiator mortgage assets relative to prepayment speesgved for assets w
a similar structure, quality and characteristiastifermore, we stredsst the portfolio as to prepayment speeds andeisiteate risk in order
further develop or make modifications to our hetigiances. Historically, we have not hedged 100%uofliability costs due to prepaym
risk.

Credit Risk

Credit risk is the risk that we will not fully ceiltt the principal we have invested in mortgage doanother assets due to ei
borrower defaults, or a counterparty failure. Oartfolio of loans held in securitization trustsadMarch 31, 2010 consisted of approxima
$259.6 million of securitized first liens origindtén 2005 and earlier. The securitized first lievese principally originated by our subsidie
HC, prior to our exit from the mortgage lending imess. These are predominately high-quality loaitk &n original average loan-t@lue
(“LTV") ratio at origination of approximately 70.4%, and emginal average borrower FICO score of approxetaZ31. In additior
approximately 66.9% of these loans were originatéth full income and asset verification. While weef that our origination ai
underwriting of these loans will help to mitigaketrisk of significant borrower default on thesars, we cannot assure you that all borro
will continue to satisfy their payment obligatiomsder these loans and thereby avoid default.
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As of March 31, 2010, we owned approximately $35i8ion on non-Agency RMBS senior securities. Then#\gency RMB¢
has a weighted amortized purchase price of appmteiiyn 70.7% of current par value. Management befiethe purchase price discc
coupled with the credit support within the bondiustare protects our company from principal lossarmuost stress scenarios for these non
Agency RMBS. In addition, we own approximately $million of collateralized loan obligations at discounted purchase price
approximately 21.0% of par. The securities arékéddy a portfolio of 117 middle market corporatans.

Market (Fair Value) Risk

Changes in interest rates also expose us to maskethat the market value (fair) value on our &sseay decline. For certain
the financial instruments that we own, fair valug not be readily available since there are ntivactrading markets for these instrument
characterized by current exchanges between wifiaugies. Accordingly, fair values can only be dedwor estimated for these investm
using various valuation techniques, such as comgukie present value of estimated future cash flasusg discount rates commensurate
the risks involved. However, the determination efimated future cash flows is inherently subjectared imprecise. Minor changes
assumptions or estimation methodologies can hamatarial effect on these derived or estimatedvaliues. These estimates and assumg
are indicative of the interest rate environmentsfasglarch 31, 2010, and do not take into considenathe effects of subsequent interest
fluctuations.

We note that the values of our investments in nagédpacked securities and in derivative instrumentsnaily interest rat
hedges on our debt, will be sensitive to changesarket interest rates, interest rate spreadsit@eeads and other market factors. The \
of these investments can vary and has varied rafiyefiom period to period. Historically, the vaki®f our mortgage loan portfolio he
tended to vary inversely with those of its derivatinstruments.

The following describes the methods and assumpti@nsse in estimating fair values of our finanamstruments:

Fair value estimates are made as of a specifid poitime based on estimates using present valwthar valuation technique
These techniques involve uncertainties and areifgigntly affected by the assumptions used and jtldgments made regarding r
characteristics of various financial instrumeniscdunt rates, estimate of future cashflows, fuaxgected loss experience and other factors.

Changes in assumptions could significantly afféetse estimates and the resulting fair values. Bdriair value estimat
cannot be substantiated by comparison to indepémaarkets and, in many cases, could not be realizad immediate sale of the instrum
Also, because of differences in methodologies asdimptions used to estimate fair values, the fires used by us should not be comg
to those of other companies.

The fair values of the Company's RMBS are geneifzdiyed on market prices provided by dealers wheemadrkets in the:
financial instruments. If the fair value of a satuis not reasonably available from a dealer, ng@amaent estimates the fair value base
characteristics of the security that the Companogixes from the issuer and on available marketimétion.

The fair value of mortgage loans held in secutitiratrusts is estimated using pricing models aldng into consideration tl
aggregated characteristics of groups of loans aschut not limited to, collateral type, indexgirgst rate, margin, length of fixedte perioc
life cap, periodic cap, underwriting standards, agd credit estimated using the estimated markeegifor similar types of loans. Due
significant market dislocation over the past 18 thensecondary market prices were given minimaghtaig in determining the fair value
these loans at March 31, 2010 and December 31, 2009

The fair value of our CDOs is based on discounssthftows as well as market pricing on comparabl®©€D
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The market risk management discussion and the aimestimated from the analysis that follows arevérdlooking statemen
that assume that certain market conditions occetu# results may differ materially from these paigd results due to changes in
portfolio assets and borrowings mix and due to tgments in the domestic and global financial aeal estate markets. Developments ir
financial markets include the likelihood of chamginterest rates and the relationship of variotsrast rates and their impact on our port
yield, cost of funds and cash flows. The analytita@thods that we use to assess and mitigate thadeetrisks should not be conside
projections of future events or operating perforogan

As a financial institution that has only invested W.S.dollar denominated instruments, primarily residantmortgag
instruments, and has only borrowed money in theedtim market, we are not subject to foreign curyesxachange or commodity price ri
Rather, our market risk exposure is largely duénterest rate risk. Interest rate risk impacts imberest income, interest expense anc
market value on a large portion of our assets mfilities. The management of interest rate riskrapts to maximize earnings and to pres
capital by minimizing the negative impacts of chiaggnarket rates, asset and liability mix, and psgpent activity.

The table below presents the sensitivity of thekmtavalue and net duration changes of our portfasi@f March 31, 2010, usi
a discounted cash flow simulation model assuminmstantaneous interest rate shift. Applicatiothid method results in an estimation of
fair market value change of our assets, liabiliind hedging instruments per 100 basis point (“lspfjt in interest rates.

The use of hedging instruments is a critical p&dwr interest rate risk management strategies,taaceffects of these hedg
instruments on the market value of the portfolie eeflected in the model's output. This analyss® abkes into consideration the valu
options embedded in our mortgage assets includimgtraints on the rpricing of the interest rate of assets resultingrfrperiodic an
lifetime cap features, as well as prepayment optiédissets and liabilities that are not interes-sansitive such as cash, payment receive
prepaid expenses, payables and accrued expenseshréed.

Changes in assumptions including, but not limidvblatility, mortgage and financing spreads, psgpent behavior, defaul
as well as the timing and level of interest ratanges will affect the results of the model. Therefa@ctual results are likely to vary fr

modeled results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amount in thousands)
+200 $ (7,50%) 0.74 years
+100 $ (3,659 0.58 years
Base — 0.49 years
-100 $ 4,40¢ 0.29 years

It should be noted that the model is used as attomlentify potential risk in a changing intereate environment but does
include any changes in portfolio composition, ficiaug strategies, market spreads or changes in lbveaigket liquidity.

Based on the assumptions used, the model outpgestsa very low degree of portfolio price chaniyermyincreases in inter¢
rates, which implies that our cash flow and earmihgracteristics should be relatively stable fanparable changes in interest rates.

Although market value sensitivity analysis is widakcepted in identifying interest rate risk, itedmot take into considerat

changes that may occur such as, but not limitedhanges in investment and financing strategiesngds in market spreads and chang
business volumes. Accordingly, we make extensieeafi@n earnings simulation model to further analgar level of interest rate risk.
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There are a number of key assumptions in our eggngimulation model. These key assumptions inchltnges in mark
conditions that affect interest rates, the pricofgARM products, the availability of investment assand the availability and the cos
financing for portfolio assets. Other key assumpionade in using the simulation model include pyepnt speeds and managem:
investment, financing and hedging strategies, dsdissuance of new equity. We typically run the udation model under a variety
hypothetical business scenarios that may includierdnt interest rate scenarios, different investimstrategies, different prepaym
possibilities and other scenarios that provide itk & range of possible earnings outcomes in a@@ssess potential interest rate risk.
assumptions used represent our estimate of they ldféect of changes in interest rates and do remtessarily reflect actual results. -
earnings simulation model takes into account périadd lifetime caps embedded in our assets iraétéeng the earnings at risk.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedured/e maintain disclosure controls and procedures dha designed to ensi
that information required to be disclosed in thports that we file or submit under the Securitiestiange Act of 1934, as amendec
recorded, processed, summarized and reported vifthitime periods specified in the rules and foafhthe SEC, and that such informatio
accumulated and communicated to our managememipasaiate to allow timely decisions regarding rieg disclosures. An evaluation v
performed under the supervision and with the paditon of our management, including our Chief Bxae Officer and Chief Financi
Officer, of the effectiveness of our disclosure trols and procedures (as defined in Rules 13a-1&ifd) 15di5(e) under the Securit
Exchange Act of 1934, as amended) as of March 810.2Based upon that evaluation, our Chief Exgeu®fficer and Chief Financi
Officer concluded that our disclosure controls pracedures were effective as of March 31, 2010.

Changes in Internal Control over Financial RepoginThere has been no change in our internal contret inancial reportin

during the quarter ended March 31, 2010 that hagna#y affected, or is reasonably likely to maadly affect, our internal control ov
financial reporting.
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PART Il. OTHER INFORMATION
Iltem 1A. Risk Factors

There have been no material changes to the rigkrfadisclosed in Item 1A. “Risk Factors” in ther@manys Annual Report ¢
Form 10-K for the year ended December 31, 2009.

Iltem 6. Exhibits

The information set forth under “Exhibit Index” bel is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causedréport to be signed on
behalf by the undersigned thereunto duly authorized

NEW YORK MORTGAGE TRUST, INC

/sl Steven R. Mumma
Steven R. Mumma

Chief Executive Officer, President and Chief Finah©Officer
(Principal Executive Officer and Principal Finaridficer)

Date: May 6, 2010 By:
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Exhibit

EXHIBIT INDEX

Description

3.1(a)

3.1(b)

3.1(c)

3.1(d)

3.1(e)

3.1(f)

3.2(a)

3.2(b)

4.1

4.2(a)

4.2(b)

4.3(a)

4.3(b)

Articles of Amendment and Restatement of New Yorrtdage Trust, Inc. (Incorporated by reference xbilit 3.1 to th
Company’s Registration Statement on Formi1Sas filed with the Securities and Exchange Cormsimis(Registration N
333-111668), effective June 23, 2004).

Articles of Amendment of the Registrant (Incorpechby reference to Exhibit 3.1 to the Compan@urrent Report on Fol
8-K filed on October 4, 2007).

Articles of Amendment of the Registrant (Incorperhby reference to Exhibit 3.2 to the Compan@urrent Report on Fol
8-K filed on October 4, 2007).

Articles of Amendment of the Registrant (Incorpethby reference to Exhibit 3.1(d) to the Compangurrent Report ¢
Form 8-K filed on May 16, 2008).

Articles of Amendment of the Registrant (Incorperhby reference to Exhibit 3.1(e) to the Compan@urrent Report ¢
Form 8-K filed on May 16, 2008).

Articles of Amendment of the Registrant (Incorpedaby reference to Exhibit 3.1(f) to the CompanZurrent Report ¢
Form 8-K filed on June 15, 2009).

Bylaws of New York Mortgage Trust, Inc. (Incorpardtby reference to Exhibit 3.2 to the Companigegistration Stateme
on Form S-11 as filed with the Securities and ErgeaCommission (Registration No. 3331668), effective June 23, 20C

Amendment No. 1 to Bylaws of New York Mortgage Trdac. (Incorporated by reference to Exhibit 3)2{t Registrant
Annual Report on Form 10-K filed on March 16, 2006)

Form of Common Stock Certificate. (Incorporatedrbference to Exhibit 4.1 to the CompamyRegistration Statement
Form S-11 as filed with the Securities and Exchadgmmission (Registration No. 333-111668), effextiune 23, 2004).

Junior Subordinated Indenture between The New YMddktgage Company, LLC and JPMorgan Chase Bank,oNa
Association, as trustee, dated September 1, 20@forporated by reference to Exhibit 4.1 to the @any’s Current Repa
on Form 8-K as filed with the Securities and Exa@@ommission on September 6, 2005).

Amended and Restated Trust Agreement among The Yel Mortgage Company, LLC, JPMorgan Chase Bankjaxal
Association, Chase Bank USA, National Associationl ghe Administrative Trustees named therein, d&edtember
2005. (Incorporated by reference to Exhibit 4.2 Company’s Current Report on FornK&s filed with the Securities a
Exchange Commission on September 6, 2005).

Articles Supplementary Establishing and Fixing Rights and Preferences of Series A Cumulative Redbke Convertibl
Preferred Stock of the Company (Incorporateddfgrence to Exhibit 4.1 to the Company’s Currenpd&eon Form &
filed on January 25, 2008).

Form of Series A Cumulative Redeemable Converfibeferred Stock Certificate (Incorporated by refeesto Exhibit 4.2

the Company’s Current Report on Form 8-K filed anuary 25, 2008).
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31.1 Section 302 Certification of Chief Executive Offiand Chief Financial Officer.*

32.1 Section 906 Certification of Chief Executive Offiand Chief Financial Officer.*

* Filed herewith.
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Steven R. Mumma, certify that:

1. | have reviewed this quarterly report on FormQ@or the quarter ended March 31, 2010 of New Yiidrtgage Trus
Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angitate a material fz
necessary to make the statements made, in ligtteoircumstances under which such statements mvade, not misleading with respec
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present
all material respects the financial condition, tssof operations and cash flows of the registasbf, and for, the periods presented in
report;

4. As both the principal executive officer and pipal financial officer, | am responsible for ddtshing and maintainir
disclosure controls and procedures (as definecah&nge Act Rules 13a-15(e) and 1Bg{e)) and internal control over financial repogtias
defined in Exchange Act Rules 13a-15(f) and 15d)1%¢r the registrant and have:

@) Designed such disclosure controls and proceduresaased such disclosure controls and procedurds
designed under my supervision, to ensure that mht@eformation relating to the registrant, incladi its
consolidated subsidiaries, is made known to methgrs within those entities, particularly durithg periot
in which this report is being prepared;

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahi@orting
to be designed under my supervision, to providesaeable assurance regarding the reliability of foial
reporting and the preparation of financial stateimefior external purposes in accordance with gely
accepted accounting principles;

(c) Evaluated the effectiveness of the registrantslaisire controls and procedures and presentedsimeort n
conclusions about the effectiveness of the disctoswontrols and procedures, as of the end of thiod
covered by this report based on such evaluatiath; an

(d) Disclosed in this report any change in the regmainternal control over financial reporting thatcurre:
during the registrant's most recent fiscal qua(ttee registrant's fourth fiscal quarter in the cafan annu:
report) that has materially affected, or is reabbniikely to materially affect, the registrantistérnal contrc
over financial reporting; and

5. As the principal executive officer and princifiaancial officer, | have disclosed, based on mystrecent evaluation
internal control over financial reporting, to thegistrant's auditors and the audit committee ofrdggstrant's (or persons performing
equivalent functions):

(@) All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancia
reporting which are reasonably likely to adversaffect the registrant's ability to record, prasesummariz
and report financial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significde
in the registrant's internal control over finaiceporting.

Date: May 6, 2010
/s/ Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and Chief Financial Officer
(Principal Executive Officer and Principal Finaridficer)







EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of New YdWlortgage Trust, Inc, (the “Company”) on Form QOfor the quarter end
March 31, 2010, as filed with the Securities ang¢lange Commission on the date hereof (the “Repdh®) undersigned hereby certifi
pursuant to 18 U.S.C. § 1350, as adopted pursoa®dtion 906 of the Sarbanes-Oxley Act of 2002t; th

Q) The Report fully complies with thegterements of Section 13(a) or 15(d) of the SelmgiExchange Act of 1934,
amended; and

(2) The information contained in the Reairly presents, in all material respects, theicial condition and results
operations of the Company.

Date: May 6, 2010 /sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and Chief Financial Officer
(Principal Executive and Principal Financial Office




