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

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

June 30, December 31,
2010 2009
ASSETS (unaudited)

Investment securities - available for sale, at¥aiue (including pledged

securities of $64,277 and $91,071, respectjvely $ 115,97¢ $ 176,69:
Mortgage loans held in securitization trusts (net) 250,09: 276,17t
Cash and cash equivalents 34,03¢ 24,52;
Restricted cash 2,35¢ 3,04¢
Receivable for securities sold 28,01 -
Receivables and other assets 8,42¢ 8,37¢

Total Assets $ 438,90¢ $ 488,81

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 60,31t $ 85,10¢
Collateralized debt obligations 241,08 266,75
Derivative liabilities 1,95¢ 2,511
Accounts payable, accrued expenses and otheiitiiedil 5,69¢ 6,71
Convertible preferred debentures (net) 19,92t 19,85
Subordinated debentures (net) 44,98 44,89;
Total liabilities 373,95t 425,82°
Commitments and Contingencies
Stockholders' Equity:
Common stock, $0.01 par value, 400,000,000 authdyi®,419,094 and 9,415,094,

shares issued and outstanding, respectively 94 94
Additional paid-in capital 138,56 142,51¢
Accumulated other comprehensive income 13,52¢ 11,81¢
Accumulated deficit (87,234 (91,449
Total stockholders' equity 64,95 62,98’
Total Liabilities and Stockholders' Equity $ 438,90¢ $ 488,81

See notes to condensed consolidated financialrs&tes.




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

(amounts in thousands, except per share amounts)

INTEREST INCOME:

Investment securities and loans held in seeatitn

trusts

INTEREST EXPENSE:

Investment securities and loans held in seeatitn

trusts
Subordinated debentures
Convertible preferred debentures

Total interest expense
NET INTEREST INCOME

OTHER INCOME (EXPENSE):
Provision for loan losses
Impairment loss on investment securities
Realized gain on investment securities
and related hedges

Total other income (expense)
General, administrative and other 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&tes.

(unaudited)

For the Three Months
Ended June 30,

For the Six Months
Ended June 30,

2010 2009 2010 2009

$ 518 $ 7621 $ 11,40¢ $ 16,20¢
1,28¢ 2,047 2,67¢ 5,17

672 80¢ 1,43: 1,63:

53¢ 60€ 1,20( 1,14¢

2,49¢ 3,46: 5,30¢ 7,95¢

2,69( 4,15¢ 6,09¢ 8,25z

(600) (25¢) (602) (88¢)

- - - (119)

1,291 141 2,09¢ 264

691 (11€) 1,49¢ (749)

2,107 1,60z 3,96: 3,17¢

1,27¢ 2,43¢ 3,631 4,331

26¢ 10¢ 57¢ 264

$ 154: $ 2547 $ 421C $ 4,601
$ 0.1€ $ 027 $ 0.4 $ 0.4¢
$ 0.1€ $ 027 $ 0.4 $ 0.4¢
$ 0.1 $ 0.2: $ 0.4: $ 0.41
9,41¢ 9,32( 9,41¢ 9,32(

11,91¢ 11,82( 11,91¢ 11,82(




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY
For the six months ended June 30, 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¢ $ - 3 62,981
Net income - - 4,21( - 4,21( 4,21(
Restricted Stock issuance - 95 - - - 95
Dividends declared - (4,050 - - - (4,050)
Reclassification adjustment for
net gain included in net income - - - (2,016 (2,01¢) (2,01¢)
Increase in net unrealized gain on
available for sale securities - - - 2,86¢ 2,86¢ 2,86¢€
Increase in fair value of
derivative instruments utilized for
cash flow hedges - - - 861 861 861
Comprehensive income - - - - $ 5,921 -
Balance, June 30, 2010 $ 94 $ 138,56: $ (87,239 $ 13,52¢ $ 64,95

See notes to condensed consolidated financialms&tes.




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

(unaudited)
For the Six Months Ended
June 30,
2010 2009
Cash Flows from Operating Activities:
Net income $ 421C $ 4,601
Adjustments to reconcile net income to net cashkigeal by operating activities:
Depreciation and amortization 48t 71C
Amortization of (discount) premium on investrheacurities and mortgage
loans held in securitization trusts (2,372 19¢
Realized gain on securities and related hedges (2,09¢) (264)
Impairment loss on investment securities - 11¢
Provision for loan losses 60z 88¢
Lower of cost or market adjustment mortgag@oaeld for sale - 30¢
Restricted stock issuance 95 -
Changes in operating assets and liabilities: =
Receivables and other assets (260) (647)
Accounts payable, accrued expenses and lisbdities (35§) (1,437
Payments received on loans held for sale 16 96¢
Net cash provided by operating activit 1,32( 5,44¢
Cash Flows from Investing Activities:
Restricted cash 69C 4,69(
Purchases of investment securities - (20,669)
Proceeds from sales of investment securities 4,961 196,25:
Principal repayments received on mortgage |bafd in securitization trusts 25,49: 33,13(
Principal paydowns on investment securitiegailable for sale 32,32¢ 37,80¢
Net cash provided by investing activiti 63,47( 251,20¢
Cash Flows from Financing Activities:
Decrease in financing arrangements (24,79) (214,179
Dividends paid (4,710 (2,610
Payments made on collateralized debt obligation (25,777) (33,459
Cash used in financing activities (55,277) (250,24)
Net Increase in Cash and Cash Equivalents 9,517 6,41(
Cash and Cash Equivalents - Beginning of Period 24,52 9,381
Cash and Cash Equivalents - End of Period $ 34,03¢ $ 15,79
Supplemental Disclosure:
Cash paid for interest $ 4,82: $ 8,531
Non-Cash Investment Activities:
Purchase of investment securities not yet settled $ - $ 68<
Sale of investment securities not yet settled $ 28,01 $ -
Non-Cash Financing Activities:
Dividends declared to be paid in subsequent period $ 169 $ 2,14

See notes to condensed consolidated financialms&tes.






NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
June 30, 2010
(unaudited)

1. Summary of Significant Accounting Policies

Organization- New York Mortgage Trust, Inc., together with @snsolidated subsidiaries (“NYMT”, the “Companyiyé”, “our”, anc
“us”), is a self-advised real estate investmenstiror REIT, in the business of acquiring and margagrimarily residential adjustablete
hybrid adjustable-rate and fixed-rate mortgage-bdckecurities (“RMBS”)for which the principal and interest payments anargnteed by
U.S. Government agency, such as the GovernmenbmgtiMortgage Association (“Ginnie Mae”) or a UGovernmenisponsored enti
(“GSE” or “Agency”), such as the Federal Nationabityage Association (“Fannie Maed) the Federal Home Loan Mortgage Corpor:
(“Freddie Mac”), which we refer to collectively &é&gency RMBS,” RMBS backed by prime jumbo and Aftative A-paper (“Alt-A”) (“hon-
Agency RMBS”), and prime credit quality residentadjustable-rate mortgage (“ARM’'pans held in securitization trusts, or prime A
loans. The remainder of our current investmentfplas is primarily comprised of notes issued bygalateralized loan obligation (“CLO")We
also may opportunistically acquire and manage uariother types of real estatdated and financial assets, including, among rothiegs
certain non-rated residential mortgage assets, @uial mortgage-backed securities (“CMBSpmmercial real estate loans and other sii
investments. Subject to maintaining our qualificatas a REIT, we also may invest in debt or eggaturities, which may or may not be rel;
to real estate. We seek attractive Idegn investment returns by investing our equityitedpand borrowed funds in such securities.
principal business objective is to generate netrime for distribution to our stockholders resultfrgm the spread between the interest and
income we earn on our interesstrning assets and the interest expense we payeobotrowings that we use to finance these assetoa
operating costs, which we refer to as our net @geincome.

The Company conducts its business through the pamempany, NYMT, and several subsidiaries, inclagdispecial purpo:
subsidiaries established for loan securitizationppses, a taxable REIT subsidiary ("TRS") and adlifigé REIT subsidiary ("QRS"). Tt
Company conducts certain of its portfolio investineperations through its wholly-owned TRS, Hypoth&zapital, LLC (“HC”),in order t
utilize, to the extent permitted by law, some drodla net operating loss carfgrward held in HC that resulted from the Compasexi fronm
the mortgage lending business. Prior to June B0y 2the Company conducted substantially all ohitsrtgage lending business thro
HC. The Company's wholly-owned QRS, New York Made Funding, LLC (“NYMF"), currently holds certaimortgagerelatec
assets for regulatory compliance purposes. Thep@osnalso may conduct certain other portfolio inwesnt operations through NYMF. T
Company consolidates all of its subsidiaries urgggrerally accepted accounting principles in thetéthStates of America (“GAAP”).

The Company is organized and conducts its opematimqualify as a REIT for federal income tax puwg® As such, the Company
generally not be subject to federal income taxha portion of its income that is distributed tocitholders if it distributes at least 90% o
REIT taxable income to its stockholders by the dat of its federal income tax return and comphiék various other requirements.

Basis of Presentation The condensed consolidated balance sheet as ofribece31, 2009, has been derived from audited fiiai
statements. The condensed consolidated balane¢ ahéune 30, 2010, the condensed consolidateretats of operations for the three
six months ended June 30, 2010 and 2009, the ceaderonsolidated statement of stockholdeggiity for the six months ended June 30, .
and the condensed consolidated statements of agh for the six months ended June 30, 2010 an® 200 unaudited. In our opinion,
adjustments (which include only normal recurringuatinents) necessary to present fairly the Comgaifiyiancial position, results
operations and cash flows have been made. Cenfairmation and footnote disclosures normally imtdd in financial statements prepare
accordance with GAAP have been condensed or omiittexdtcordance with Article 10 of Regulation S-Xdathe instructions to Form 10-
Q. These condensed consolidated financial statesnséould be read in conjunction with the constéiddinancial statements and notes the
included in our Annual Report on Form KOfor the year ended December 31, 2009, as filetth thie Securities and Exchange Commis
(*SEC”). The results of operations for the three and sixttnoanded June 30, 2010 are not necessarily indicat the operating results for 1
full year.

The accompanying condensed consolidated finantagdraents include our accounts and those of ousdliolated subsidiaries.
significant intercompany amounts have been elireiatThe preparation of financial statements inffaonity with GAAP requires us to ma
estimates and assumptions that affect the repartexlints of assets and liabilities and disclosuafingent assets and liabilities at the da
the financial statements and the reported amountsvenues and expenses during the reporting periddtual results could differ from thc
estimates.

Prior period amounts have been reclassified toaromfto current period classifications, including treclassification of assets
liabilities related to discontinued operations ba balance sheet from a separate line item tov&loiels and other assets and accounts pa
accrued expenses and other liabilities.



The Company has evaluated all events or transactibough the date of this filing. During this joek, the Company did not have
material subsequent events that impacted its casdeconsolidated financial statements.




Investment Securities Available for SalEhe Company's investment securities include RMB®&prised of Fannie Mae, ndxgency
RMBS, initially rated AAA securities and CLOs. Irstenent securities are classified as availabledte securities and are reported at fair v
with unrealized gains and losses reported in atberprehensive income (“OCI"Realized gains and losses recorded on the safeve$tmer
securities available for sale are based on theifap@tentification method and included in realizgdin (loss) on sale of securities and rel
hedges in the condensed consolidated statemerdpeasations. Purchase premiums or discounts on timesg securities are amortized
accreted to interest income over the estimatedlfifihe investment securities using the intereshoe Adjustments to amortization are m
for actual prepayment activity.

When the fair value of an investment security ssl¢han its amortized cost at the balance sheet tta security is considel
impaired. The Company assesses its impaired siesuoin at least a quarterly basis, and desigrsatels impairments as either “temporany”
“other-than-temporary.’If the Company intends to sell an impaired secumtyit is more likely than not that it will be reged to sell th
impaired security before its anticipated recovémgn it must recognize an other-th@mporary impairment through earnings equal toethtée
difference between the investment’s amortized aastits fair value at the balance sheet datehelf@ompany does not expect to sell an other
than-temporarily impaired security, only the pantiof the other-thatemporary impairment related to credit losses gaized throug
earnings with the remainder recognized as a comyoog other comprehensive income (loss) on the eosdd consolidated balal
sheet. Impairments recognized through other cohgmsive income (loss) do not impact earnings. okdtig the recognition of an other-than-
temporary impairment through earnings, a new castshis established for the security and may nadpasted for subsequent recoveries ir
value through earnings. However, other-thamporary impairments recognized through earningg be accreted back to the amortized
basis of the security on a prospective basis throntgrest income. The determination as to whedineother-thartemporary impairment exis
and, if so, the amount considered other-ttemporarily impaired is subjective, as such deteatidbns are based on both factual and subje
information available at the time of assessmerd.afresult, the timing and amount of other-themporary impairments constitute mate
estimates that are susceptible to significant ceang

Mortgage Loans Held in Securitization Trustslortgage loans held in securitization trusts cdnsisertain adjustable rate mortg,
loans transferred to New York Mortgage Trust 2008w York Mortgage Trust 2005-2 and New York Magg Trust 2003 that have bet
securitized into sequentially rated classes of figiakinterests. Mortgage loans held in securiia trusts are carried at their unpaid princ
balances, net of unamortized premium or discouramortized loan origination costs and allowancddan losses.

Interest income is accrued and recognized as reveren earned according to the terms of the moetdegns and when, in t
opinion of management, it is collectible. The aatrof interest on loans is discontinued when, imaggement opinion, the interest is r
collectible in the normal course of business, Iuhd case when payment becomes greater than 90ddégguent. Loans return to accr
status when principal and interest become curnmetitaae anticipated to be fully collectible.

Allowance for Loan Losses on Mortgage Loans Hel&éturitization Trusts We establish an allowance for loan losses basi
management's judgment and estimate of credit lashesent in our portfolio of mortgage loans heldsécuritization trusts.

Estimation involves the consideration of variouedit-related factors including but not limited tmacroeconomic conditions, tl
current housing market conditions, loanviue ratios, delinquency status, historical crémis severity rates, purchased mortgage insul
the borrower's current economic condition and oflaetors deemed to warrant consideration. Additignave look at the balance of a
delinquent loan and compare that to the currentevaf the collateralizing property. We utilize \ars home valuation methodologies incluc
appraisals, broker pricing opinions (“BPOs”"), imtetbased property data services to review comparablgepties in the same area or cor
with a realtor in the property's area.

Comparing the current loan balance to the propetye determines the current loan-to-value (“LTYé)io of the loan. Generally, \
estimate that a first lien loan on a property the¢s into a foreclosure process and becomes red esvned (“REO”)results in the proper
being disposed of at approximately 84% of the curappraised value. This estimate is based on neamawgt's experience as well as
realized severity rates since issuance of our g&maiions. During 2008, as a result of the sigrafit deterioration in the housing market,
revised our policy to estimate recovery values #ase current home valuations less expected costdigpose. These costs typici
approximate 16% of the current home value. It issilde given today's deteriorating market cond&jome may realize less than that retul
certain cases. Thus, for a first lien loan thadeinquent, we will adjust the property value dotwrapproximately 84% of the current prop:
value and compare that to the current balanceeofdéin. The difference determines the base proviginthe loan loss taken for that loan. 1
base provision for a particular loan may be adpifteve are aware of specific circumstances thay aféect the outcome of the loss mitigal
process for that loan. Predominately, however, sethe base reserve number for our reserve.

The allowance for loan losses will be maintainedtigh ongoing provisions charged to operating ine@md will be reduced by loz
that are charged off.






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

Derivative instruments contain an element of rigkttie event that the counterparties may be unablmdet the terms of su
agreements. The Company minimizes its risk expolsyiéniting the counterparties with which it ergénto contracts to banks and investn
banks who meet established credit and capital {inete Management does not currently expect anyiteoparty to default on its obligatic
and, therefore, does not expect to incur any losstd counterparty default. In addition, all outstiag interest rate swap agreements have bi
lateral margin call capabilities, meaning the Compwill require margin for interest rate swaps thet in the Compang’favor, minimizini
any amounts at risk.

Interest Rate RiskThe Company hedges the aggregate risk of inteagstfluctuations with respect to its borrowinggaelless of tt
form of such borrowings, which require paymentseldagn a variable interest rate index. The Compamerally intends to hedge only the
related to changes in the benchmark interest tadedon Interbank Offered Rate, or “LIBOR"The Company applies hedge accour
utilizing the cash flow hedge criteria.

In order to reduce such risks, the Company enters Swap agreements whereby the Company receivesiny rate payments
exchange for fixed rate payments, effectively caoting the borrowing to a fixed rate. The Comparsoatnters into cap agreements whel
in exchange for a premium, the Company is reimlalifseinterest paid in excess of a certain cappéel r

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

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

The fair values of the Company's interest rate sagapements and interest rate cap agreementssed ba values provided by dea
who are familiar with the terms of these instrurser@@orrelation and effectiveness are periodicaligeased at least quarterly based ug
comparison of the relative changes in the fair @alar cash flows of the interest rate swaps ansd aag the items being hedged.

For derivative instruments that are designated qadify as a cash flow hedge (i.e., hedging theosype to variability in expect
future cash flows that is attributable to a patticuisk), the effective portion of the gain or $osn the derivative instruments are reported
component of OCI and reclassified into earninggh@ same period or periods during which the hedgadsaction affects earnings. -
remaining gain or loss on the derivative instruregéntexcess of the cumulative change in the presgoe 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 that hot been designated as hedges, any net payometgs or fluctuations in the f
value of, such swaps and caps, will be recogniaexiirent earnings.

Termination of Hedging Relationshipdhe Company employs a number of risk managementtoring procedures to ensure that
designated hedging relationships demonstrate, eméxpected to continue to demonstrate, a high eveffectiveness. Hedge accountin
discontinued on a prospective basis if it is deteedh that the hedging relationship is no longerhigeffective or expected to be hig
effective in offsetting changes in fair value oé thedged item.

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

Revenue Recognitiarinterest income on our residential mortgage |eaansmortgagdacked securities is a combination of the int
earned based on the outstanding principal balahtleeounderlying loan/security, the contractuahtisrof the assets and the amortizatio
yield adjustments, principally premiums and disdsunsing generally accepted interest methods.nEte&SAAP cost over the par balanct
self-originated loans held for investment and premiand discount associated with the purchase ofgagebacked securities and loans
amortized into interest income over the lives &f tnderlying assets using the effective yield meths adjusted for the effects of estim.
prepayments. Estimating prepayments and the rentaterm of our interest yield investments requir@agement judgment, which involv
among other things, consideration of possible futimterest rate environments and an estimate of bowowers will react to tho
environments, historical trends and performance dttual prepayment speed and actual lives coutddse or less than the amount estim
by management at the time of origination or puretzEfshe assets or at each financial reportingoperi

With respect to interest rate swaps and caps that hot been designated as hedges, any net payometigs or fluctuations in the f
value of, such swaps and caps will be recognizexdiirent earnings.




Income Taxes The Company operates so as to qualify as a REIEmti@ requirements of the Internal Revenue CodguRement
for qualification as a REIT include various redidas on ownership of the Compasystock, requirements concerning distribution ctlde
income and certain restrictions on the nature sétssand sources of income. A REIT must distrilatitieast 90% of its taxable income tc
stockholders, of which 85% plus any undistributetbants from the prior year must be distributed initihe taxable year in order to avoid
imposition of an excise tax. The remaining balaoicexable income required to be distributed maed until timely filing of the Company’
tax return in the subsequent taxable year. Qualifglistributions of taxable income are deductibl@REIT in computing taxable income.

HC is a taxable REIT subsidiary and therefore stthije corporate federal income taxes. Accordingbferred tax assets and liabili
are recognized for the future tax consequenceabuattible to differences between the financial stetet carrying amounts of existing assets
liabilities and their respective tax base upon dhange in tax status. Deferred tax assets anditiebiare measured using enacted tax
expected to apply to taxable income in the yearwhich those temporary differences are expectebetoecovered or settled. The effec
deferred tax assets and liabilities of a changeirates is recognized in income in the period ithdudes the enactment date.

Management has reviewed the Company's income tsixiqous for the tax years of 2006 through 2009 kjanjurisdictions and h.
concluded that no provision for taxes is requirethe Company's financial statements.

Earnings Per Share Basic earnings per share excludes dilution andoisputed by dividing net income available to com
stockholders by the weightenkerage number of shares of common stock outstgrfdinthe period. Diluted earnings per share réslehe
potential dilution that could occur if securities @her contracts to issue common stock were exegicor converted into common stocl
resulted in the issuance of common stock that sivaned in the earnings of the Company.

A Summary of Recent Accounting Pronouncementsv#l
Fair Value Measurements and Disclosures (ASC |

In January 2010, the FASB issued No. ASU 2010k®@roving Disclosures about Fair Value Measuremémgnhance the usefuln
of fair value measurements. The amended guidanperes both the disaggregation of information inta@e existing disclosures, as well as
inclusion of more robust disclosures about valuatechniques and inputs to recurring and nonreogirfair value measurements. This A
amends ASC 820 to add new requirements for distdgsabout transfers into and out of Levels 1 anah@ separate disclosures al
purchases, sales, issuances, and settlementsaigelatLevel 3 measurements. This ASU also clarifeisting fair value disclosures about
level of disaggregation and about inputs and vadnaechniques used to measure fair value. Furthexr ASU amends guidance on employers’
disclosures about postretirement benefit plan assedler ASC 715 to require that disclosures beigeavby classes of assets instead ¢
major categories of assets. This ASU is effectimetlfie first reporting period (including interimns) beginning after December 15, 2(
except for the requirement to provide the Levetfvity of purchases, sales, issuances, and satiesron a gross basis, which will be effec
for fiscal years beginning after December 15, 2@t@] for interim periods within those fiscal yedesrly adoption is permitted. The adop
of this standard may require additional disclosubes the Company does not expect the adoptiorate la material effect on our conder
consolidated financial statements.

Consolidation (ASC 810)

In June 2009, the FASB amended the guidance farm@iing whether an entity is a variable interesite, or VIE. The guidanc
requires an entity to consolidate a VIE if (i) iadhthe power to direct the activities that moshificantly impact the VIE's econon
performance and (ii) the obligation to absorb tiesés of the VIE or the right to receive the bésdfom the VIE, which could be significant
the VIE. The pronouncement is effective for fisgahrs beginning after November 15, 2009. On JanliaP010, the Company adopted
FASB guidance for determining whether an entity igariable interest entity; such adoption did neéna material effect on the Company’
condensed consolidated financial statements.

Receivables (ASC 31

In July 2010, the FASB issued ASU No. 2010-Receivables (Topic 310): Disclosures about the Credit Quality of FinancingcRivable
and the Allowance for Credit LossesThe ASU amends FASB Accounting Standards Cattifin Topic 310 Receivables to improve th
disclosures that an entity provides about the tiguality of its financing receivables and the tethallowance for credit losses. As a rest
these amendments, an entity is required to disggtgeby portfolio segment or class of financingereables, certain existing disclosures
provide certain new disclosures about its finanaieceivables and related allowance for credit lesSehis ASU is effective for interim a
annual reporting periods ending on or after Deceniie 2010. The adoption of this standard may iregadditional disclosures, but
Company does not expect the adoption to have arialagéfect on our condensed consolidated finarsialements.
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2. Investment Securities - Available for Sale

Investment securities available for sale consisheffollowing as of June 30, 2010 (dollar amount$ousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS $ 57,761 $ 229C $ — 3 60,051
Non-Agency RMBS 32,50: 4,117 (2,317) 34,30:
Collateralized Loan Obligations 10,142 11,482 — 21,62¢
Total $ 100,40¢ $ 17,88¢ $ (2,317) $ 115,97¢

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 $ — 3 116,22t
Non-Agency RMBS 40,257 4,76¢ (2,155 42,86¢
Collateralized Loan Obligations 9,187 8,412 — 17,59¢
Total $ 161,96¢ $ 16,877 $ (2,155 $ 176,69:
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The following table sets forth the stated resetgusrand weighted average yields of our investrsenurities at June 30, 2010 (dc
amounts in thousands):

More than 6 Months More than 24 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 $ - — $ 32,922 2.18% $ 27,12¢ 2.43% $ 60,051 2.29%
Non-Agency RMBS 16,76¢ 13.73% 5,573 6.54% 11,96/ 9.12% 34,30z 10.95%
CLO 21,62/ 20.63% — — — — 21,624 20.63%
Total/Weighted Average$ 38,39( 17.62% $ 38,49~ 2.81% $ 39,09: 4.48% $ 115,97¢ 8.27%

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

More than 6 Months More than 24 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% $ 73,33¢ 254% $ 116,22¢ 2.37%
Non-Agency RMBS 22,06¢ 10.15% 4,86¢ 7.23% 15,93¢ 9.57% 42,86¢ 9.61%
CLO 17,59¢ 23.48% — — — — 17,59¢ 23.48%
Total/Weighted Averag$ 39,66¢ 16.07% $ 47,75¢ 2.60% $ 89,26¢ 3.80% $ 176,691 6.23%

The following tables present the Companynivestment securities available for sale in arealived loss position, aggregatec
investment category and length of time that indialdsecurities have been in a continuous unrealiassl position, at June 30, 2010
December 31, 2009, respectively (dollar amounthausands):

June 30, 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 $ — $ —  $ 9,65¢ $ 2317 $ 9,65¢ $ 2,317
Total $ — $ —  $ 9,65¢ $ 2,317 $ 9,65¢ $ 2,317
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 $ — $ — $ 14,69 $ 2,158 $ 14,69 $ 2,15t
Total $ — $ —  $ 14,69! $ 2,158 $ 14,69: $ 2,15k

As of June 30, 2010 and December 31, 2009, the @omngid not have unrealized losses in investmenurgees that were deemed
other-than-temporary.
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3. Mortgage Loans Held in Securitization Trusts (et)

Mortgage loans held in securitization trusts (et)sist of the following as of June 30, 2010 andddeber 31, 2009 (dollar amount:
thousands):

June 30, December 31,
2010 2009
Mortgage loans principal amount $ 250,98. $ 277,000
Deferred origination costs — net 1,58: 1,75(
Reserve for loan losses (2,477%) (2,587
Total $ 250,09: $ 276,17¢

Allowance for Loan lossesThe following table presents the activity in then@many's allowance for loan losses on mortgage
held in securitization trusts for the six monthglesh June 30, 2010 and 2009, respectively (dollarusus in thousands):

Six Months Ended June 30,

2010 2009
Balance at beginning of period $ 2581 $ 844
Provision for loan losses 49: 80z
Transfer to real estate owned (389) (92)
Charge-offs (21¢) —
Balance at the end of period $ 247 $ 1,55¢

On an ongoing basis, the Company evaluates theuadg®f its allowance for loan losses. The Compsuajlowance for loan loss
at June 30, 2010 was $2.5 million, representind@8is points of the outstanding principal balantéoans held in securitization trusts
compared to 93 basis points as of December 31,.2868%art of the Company'allowance for loan losses adequacy analysis, gesnant wil
assess an overall level of allowances while alsessing credit losses inherent in each perierming mortgage loan held in securitiza
trusts. These estimates involve the consideratimaigous credit related factors, including but hotited to, current housing market conditic
current loan to value ratios, collateral valuejmglency status, the borrower’s current economét@edit status and other relevant factors.

Real Estate Owned Fhe following table presents the activity in thenGmany’s real estate owned held in securitization trustsHe
six months ended June 30, 2010 and year ended ece&h, 2009 (dollar amounts in thousands):

June 30, December 31,
2010 2009
Balance at beginning of period $ 54¢ $ 1,36¢
Write downs (109) (70)
Transfer from mortgage loans held in securitizatrosts 551 82¢
Disposal (618) (1,576
Balance at the end of period $ 37C $ 54¢

Real estate owned held in securitization trustsirzkided in receivables and other assets on tlenba sheet and write downs
included in provision for loan losses in the statatrof operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held irriSeation trusts are pledged as collateral for tbdateralize:
debt obligations (“CDOs") issued by the Companys &f June 30, 2010 and December 31, 2009, the Quytgpaet investment in tl
securitization trusts, which is the maximum amaafrthe Companys investment that is at risk to loss and represbetslifference between 1
carrying amount of the loans and real estate owred in securitization trusts and the amount of C®0utstanding, was $9.4 million ¢
$10.0 million, respectively.
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The following tables set forth delinquent mortgémgns held in our securitization trusts as of J8@e2010 and December 31, 2

(dollar amounts in thousands):

June 30, 2010

Number of Total % of
Delinquent Dollar Loan
Days Late Loans Amount Portfolio
30-60 2 673 0.27%
61-90 3 1,13¢ 0.45%
90+ 38 17,74 7.05%
Real estate owned through foreclosure 2 676 0.28%
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 1,15C 0.41%
90+ 32 15,91t 5.73%
Real estate owned through foreclosure 2 739 0.27%
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4. Derivative Instruments and Hedging Activities

The following table presents the fair value of detive instruments designated as cash flow hedged to manage the Compasy’
interest rate risk and their location in the Compancondensed consolidated balance sheets at Jun20B0,and December 31, 20
respectively (amounts in thousands):

June 30, December 31,
Derivative Designated as Hedging Instruments Balance Sheet Location 2010 2009
Interest Rate Caps Other Assets $ — $ 4
Interest Rate Swaps Derivative Liabilities 1,95t 2,511

The following table presents the impact of the Canyis derivative instruments on the Compangtcumulated other comprehen
income (loss) for the six months ended June 300201 2009 (amounts in thousands):

Six Months Ended June 30,

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

Balance at beginning of the period $ (2,905, $ (5,560
Unrealized gain on interest rate caps 306 485
Unrealized gain on interest rate swaps 555 1,141
Reclassification adjustment for net gains (losseduded in net income for hedges — —
Balance at the end of the period $ (2,044 $ (3,934

The Company estimates that over the next 12 moafioximately $1.5 million of the net unrealizeddes on the interest rate sw
will be reclassified from accumulated other comgredive income (loss) into earnings.

The following table details the impact of the Comya interest rate swaps and interest rate caps iedludinterest expense for
three and six months ended June 30, 2010 and 2088ufts in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2010 2009 2010 2009
Interest Rate Caps:
Interest expense-investment securities and loalds
in securitization trusts $ 94 % l6e $ 217 % 32¢
Interest expense-subordinated debentures — 81 92 161
Interest Rate Swaps:
Interest expense-investment securities and loalds
in securitization trusts 662 81z 1,38 1,66¢

Interest Rate SwapsThe Company is required to pledge assets undetaadval margin arrangement, including either casAgency
RMBS, as collateral for its interest rate swapspsehcollateral requirements vary by counterparty eimnge over time based on the me
value, notional amount, and remaining term of titerest rate swap (“Swap”)n the event the Company is unable to meet a magjirunde
one of its Swap agreements, thereby causing arn e¥etefault or triggering an early termination avender one of its Swap agreements
counterparty to such agreement may have the omiterminate all of such counterpagyutstanding Swap transactions with the Compan
addition, under this scenario, any close-out amalug to the counterparty upon termination of thenterpartys transactions would
immediately payable by the Company pursuant toapglicable agreement. The Company believes it wasompliance with all marg
requirements under its Swap agreements as of JOn2030 and December 31, 2009. The Company h&tl iflion and $2.9 million ¢
restricted cash related to margin posted for Sveapsf June 30, 2010 and December 31, 2009, regelycti

The use of interest rate swaps exposes the Comntpacgunterparty credit risks in the event of a diéfay a Swap counterparty. |
counterparty defaults under the applicable Swapegent the Company may be unable to collect payrtenivhich it is entitled under
Swap agreements, and may have difficulty collectigassets it pledged as collateral against suetp& The Company currently has in p
with all outstanding Swap counterpartiesldieral margin agreements thereby requiring a paotypost collateral to the Company for
valuation deficit. This arrangement is intendedinot the Company’s exposure to losses in the eeéa counterparty default.
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The following table presents information about hempanys interest rate swaps as of June 30, 2010 and [hece8i, 200
(amounts in thousands):

June 30, 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 $ 2,91C 29% $ 2,07C 2.99%
Over 30 days to 3 months 7,86(C 2.98 3,70C 2.99
Over 3 months to 6 months 23,77( 2.98 8,33C 2.99
Over 6 months to 12 months 28,47( 3.0C 34,54( 2.98
Over 12 months to 24 months 21,17C 3.02 34,07( 3.00
Over 24 months to 36 months 9,19C 2.93 16,38( 3.01
Over 36 months to 48 months — — 8,38C 2.93
Total $ 93,37( 2.99% $ 107,47( 2.99%

(1) The Company enters into scheduled amortizitgrést 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 Compaogsisflow hedges against interest rate risk agtatiwith th
Company’s CDO’s and the subordinated debentures. ifiterest rate caps associated with the GD&e amortizing contractual sched
determined at origination. The Company had $162liomand $182.2 million of notional interest rataps outstanding as of June 30, 201(
December 31, 2009, respectively. These interaéstaaps are utilized to cap the interest rate @aGBO’s at a fixedate when one mon
LIBOR exceeds a predetermined rate.

5. Financing Arrangements, Portfolio Investments

The Company has entered into repurchase agreemihtthird party financial institutions to finandts agency RMBS portfolio. TI
repurchase agreements are shemta borrowings that bear interest rates typichiged on a spread to LIBOR, and are secured Igetheaitie
which they finance. At June 30, 2010, the Complaag repurchase agreements with an outstanding deatzin$60.3 million and a weight
average interest rate of 0.31%. As of DecembeRB09, the Company had repurchase agreements mithtatanding balance of $85.1 mill
and a weighted average interest rate of 0.27%JuAt 30, 2010 and December 31, 2009, securitieig@teby the Company as collateral
repurchase agreements had estimated fair value$64f3 million and $91.1 million, respectively. Adutstanding borrowings unc
our repurchase agreements mature within 30 dagsof Aune 30, 2010, the average days to maturitglfeepurchase agreements are 21 d:

As of June 30, 2010, the outstanding balance uoderepurchase agreements was funded at an adrxatecef 94.3% that implies

average haircut of 5.7%. As of June 30, 2010, tben@any had $34.0 million in cash and $79.7 millimrunencumbered investment secur
to meet additional haircut or market valuation iegents, including $58.1 million of RMBS, of whi@23.8 million are Agency RMBS.
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6. Collateralized Debt Obligations

The Company’s CDOs, which are recorded as liabditon the Company’balance sheet, are secured by ARM loans pledg
collateral, which are recorded as assets of thepaosn As of June 30, 2010 and December 31, 20@9Cbmpany had CDOs outstandin
$241.1 million and $266.8 million, respectivelys &f June 30, 2010 and December 31, 2009, therduwreighted average interest rate
these CDOs was 0.73% and 0.61%, respectively. D@s are collateralized by ARM loans with a priradipalance of $251.0 million a
$277.0 million at June 30, 2010 and December 3092€espectively. The Company retained the ownest tertificates, or residual inter
for three securitizations and, as of June 30, 200DDecember 31, 2009, had a net investment ingbritization trusts, after loan loss rese
and including real estate owned, of $9.4 milliod &10.0 million, respectively.

The CDO transactions include amortizing intere cap contracts with an aggregate notional amou$162.8 million as of June :
2010 and an aggregate notional amount of $182.Z%omilas of December 31, 2009, which are recordeddexsvative assets of t
Company. The interest rate caps are carried atviaiue and totaled $0 as of June 30, 2010 and784as 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 origjora platform assets during the quarter ended Bhe2007, we classified ¢
mortgage lending segment as a discontinued oparafis a result, we have reported revenues andneegerelated to the segment i
discontinued operation for all periods presenteth@accompanying condensed consolidated finastaa¢ments. Certain assets, such
deferred tax asset, and certain liabilities, sughih@ subordinated debentures and liabilities edlad lease facilities not sold, are part of
ongoing operations and accordingly, we have nduded these items as part of the discontinued tipataAssets and liabilities related to
discontinued operation are $4.2 million and $1.8iom at June 30, 2010, respectively, and $4.2iamiland $1.8 million at December 31, 2(
respectively, and are included in receivables athéroassets and accounts payable, accrued expandesther liabilities in the conden:
consolidated balance sheets.
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Statements of Operations Data

The statements of operations of the discontinuettatjpn for the three and six months ended Jun@@D0) and 2009 are as follc
(dollar amounts in thousands):

Three Months Six Months
Ended June 30, Ended June 30,
2010 2009 2010 2009
Revenues $ 38 $ 22C % 747 $ 51C
Expenses 12C 111 16€ 24¢€
Income from discontinued operation-net of tax $ 26 $ 10€ % 57¢ $ 264

8. Commitments and Contingencies

Loans Sold to Third Parties-or loans originated and sold by our discontinuedtgage lending business, the Company is not ex|
to long term credit risk. In the normal coursebafsiness, however, the Company is obligated torobase loans based on violation:
representations and warranties in the sale agreemefor early payment defaults. The Company mtd repurchase any loans during the
months ended June 30, 2010.

The Company periodically receives repurchase régusssed on alleged violations of representationsvearranties, each of whi
management reviews to determine, based on managisneeperience, whether such requests may reasobatlidgemed to have merit. As
June 30, 2010, we had a total of $2.0 million afesolved repurchase requests that management dedcfoay reasonably be deemed to
merit and against which the Company has a resdrappgyoximately $0.3 million. The reserve is basadne or more of the following factc
historical settlement rates, property value seguitire loan in question and specific settlementudisions with third parties.

Outstanding Litigation The Company is at times subject to various legat@edings arising in the ordinary course of businAs o

June 30, 2010, the Company does not believe thabhits current legal proceedings, individually iarthe aggregate, will have a mate
adverse effect on its operations, financial conditir cash flows.
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9. Concentrations of Credit Risk

At June 30, 2010 and December 31, 2009, there gewgraphic concentrations of credit risk exceeditrgof the total loan balanc
within mortgage loans held in the securitizatiarsts as follows:

June 30, December 31,
2010 2009
New York 37.6% 38.9%
Massachusetts 25.6% 24.3%
New Jerse! 8.3% 8.5%
Florida 5.9% 5.7%

10. Fair Value of Financial Instruments

The Company has established and documented precissdetermining fair values. Fair value is baspdn quoted market pric
where available. If listed prices or quotes areav@ilable, then fair value is based upon intdyndéveloped models that primarily use inj
that are market-based or independently-sourcedehpdcameters, including interest rate yield curves

A financial instrumens categorization within the valuation hierarchyp@&sed upon the lowest level of input that is sigaiit to th
fair value measurement. The three levels of vaudtierarchy are defined as follows:

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

Level 2- inputs to the valuation methodology include quagbedes for similar assets and liabilities in actimarkets, and inputs tt
are observable for the asset or liability, eitheeatly or indirectly, for substantially the fulttm of the financial instrument.

Level 3- inputs to the valuation methodology are unobd@esand significant to the fair value measurement.

The following describes the valuation methodologieed for the Compang’financial instruments measured at fair valueyel as
the general classification of such instruments ypamg to the valuation hierarchy.

a. Investment Securities Available for Sale (RMBSjir value for the RMBS in our portfolio is based quoted prices provid
by dealers who make markets in similar financiatiaments. The dealers will incorporate common miapkicing methods, including a spr
measurement to the Treasury curve or intereststaég curve as well as underlying characteristicthefparticular security including coup
periodic and life caps, collateral type, rate rgmaiod and seasoning or age of the security. ¢tep prices for a security are not reasor
available from a dealer, the security will bectassified as a Level 3 security and, as a residhagement will determine the fair value base
characteristics of the security that the Comparmgikes from the issuer and based on available mari@mation. Management reviews
prices used in determining valuation to ensure thegyresent current market conditions. This reviewludes surveying similar marl
transactions, comparisons to interest pricing nsdslwell as offerings of like securities by deal@he Company's investment securities
are comprised of RMBS are valued based upon realiggrvable market parameters and are classifiedwas 2 fair values.

b. Investment Securities Available for Sale (CL:Olhe fair value of the CLO notes, as of June 30,020fas based ¢
managemeng valuation determined by using a discounted futash flows model that management believes wouldideel by mark
participants to value similar financial instrumenifsa reliable market for these assets develoghénfuture, management will consider quu
prices provided by dealers who make markets inlairfinancial instruments in determining the faiwe of the CLO notes. The CLO notes
classified as Level 3 fair values.

c. Interest Rate Swaps and CapsThe fair value of interest rate swaps and capdased on using market accepted final

models as well as dealer quotes. The model wilieadily observable market parameters, includiegsury rates, interest rate swap spt
and swaption volatility curves. The Company’s iagt rate caps and swaps are classified as Lefadl alues.
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The following table presents the Companfihancial instruments measured at fair value eacarring basis as of June 30, 2010
December 31, 2009 on the Company’s condensed d¢datad balance sheets (dollar amounts in thousands)

Measured at Fair Value on a Recurring Basis
at June 30, 2010

Level 1 Level 2 Level 3 Total
Assets carried at fair value:

Agency RMBS $ — 60,051 $ — $ 60,051
Non-Agency RMBS — 34,30: — 34,303
CLO — — 21,62 21,624
Total $ — % 94,35¢ 3 21,62¢  $ 115,978

Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ —  $ 1,95 $ —  $ 1,95¢
Total $ — % 1,958 % — % 1,95¢

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¢ $ — $ 116,226
Non-Agency RMBS — 42,86¢ — 42,866
CLO — — 17,59¢ 17,599
Derivative assets (interest rate caps) — 4 — 4
Total $ — $ 159,09¢ $ 17,59¢ $ 176,695

Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ —  $ 2511 $ —  $ 2,511
Total $ —  $ 2,511 $ —  $ 2,511

The following table details changes in valuation tfte Level 3 assets for the six months ended 30n2010 and 2009, respectiv
(amounts in thousands):

Investment securities available for sale

Six Months Ended June 30,

2010 2009
Balance at beginning of period $ 17,59¢ $ =
Total gains (realized/unrealized)
Included in earnings (1) 954 105
Included in other comprehensive income/(loss) 3,071 155
Purchases — 8,72¢
Balance at the end of period $ 21,622 % 8,98¢

(1) - Amounts included in interest income-investingecurities and loans held in securitizationst#u
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The following table presents assets measured ravdhie on a nomecurring basis as of June 30, 2010 and Decemhe2(®P on th
Company’s condensed consolidated balance sheddr(dohounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas
at June 30, 2010

Level 1 Level 2 Level 3 Total
Mortgage loans held for sale (net) $ — 3 — 3 382t $ 3,82t
Mortgage loans held in securitization trusts (ret)
impaired loans — — 8,33t 8,33t
Real estate owned held in securitization trusts — — 37C 37C

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 3841 $ 3,841
Mortgage loans held in securitization trusts (ret)
impaired loans — — 7,09( 7,09(
Real estate owned held in securitization trusts — — 54¢ 54¢

The following table presents losses incurred faretss measured at fair value on a mecudrring basis for the three and six mo
ended June 30, 2010 and June 30, 2009 on the Cogmmmamdensed consolidated statements of operatdwisr amounts in thousands):

Three Months Ended Six Months Ended
June 30, 2010 June 30, 2009 June 30, 2010 June 30, 2009
Mortgage loans held for sale (net) $ — $ 14 $ — 3 24¢
Mortgage loans held in securitization trusts (ret)
impaired loans 491 26€ 49: 802
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The following table presents the carrying value astimated fair value of the Compasyinancial instruments, at June 30, 2010
December 31, 2009 (dollar amounts in thousands):

June 30, 2010 December 31, 2009
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value

Financial assets:
Cash and cash equivalents $ 34,03¢ $ 34,03¢ $ 24,52 $ 24,52;
Restricted cash 2,35¢ 2,35¢ 3,04¢ 3,04¢
Investment securities — available for sale 115,97¢ 115,97¢ 176,691 176,691
Mortgage loans held in securitization trusts (net) 250,09z 211,27 276,17¢ 253,83:
Derivative assets — — 4 4
Financial Liabilities:
Financing arrangements, portfolio investments $ 60,31 $ 60,31t $ 85,10¢ $ 85,10¢
Collateralized debt obligations 241,08¢ 203,30¢ 266,75¢ 211,03:
Derivative liabilities 1,95t 1,95E 2,511 2,511
Subordinated debentures (net) 44,981 28,761 44,89: 26,56:
Convertible preferred debentures (net) 19,92t 19,77¢ 19,851 19,36:
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11. Capital Stock and Earnings per Share

The Company had 400,000,000 shares of common spackyalue $0.01 per share, authorized, with 9B and 9,415,094 sha
issued and outstanding as of June 30, 2010 andnfitere31, 2009, respectively. As of June 30, 20id Becember 31, 2009, the Comp
had 200,000,000 shares of preferred stock, paevd01 per share, authorized, including 2,00090@0es of Series A Cumulative Convert
Redeemable Preferred Stock (“Series A Preferredk3toAs of June 30, 2010 and December 31, 2009, the @oynad issued a
outstanding 1,000,000 shares of Series A Pref&@teck. Of the common stock authorized at Jun€800, 1,190,000 shares were reserve
under the Company’s 2010 Stock Incentive Plan.

The following table presents cash dividends dedldng the Company on its common stock from Januar2009 through June :

2010.
Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share

Second Quarter 2010 June 16, 2010 July 6, 2010 July 26, 2010 $ 0.18

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 dedldng the Company on its Series A Preferred Stooknfdanuary 1, 2009 throu
June 30, 2010.

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share

Second Quarter 2010 June 16, 2010 June 30, 2010 July 30, 2010 0.50
First Quarter 2010 March 16, 2010 March 31, 2010 April 30, 2010 0.63
Fourth Quarter 2009 December 21, 2009 December 31, 2009 January 29, 2010 0.63
Third Quarter 2009 September 29 , 2009 September 30, 2009 October 30, 2009 0.63
Second Quarter 2009 June 15, 2009 June 30, 2009 July 30, 2009 0.58
First Quarter 2009 March 25, 2009 March 31, 2009 April 30, 2009 0.50
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The Company calculates basic net income per shadividing net income for the period by the weighteverage shares of comn
stock outstanding for that period. Diluted netoime per share takes into account the effect oSevies A convertible preferred stock and
the conversion price in determining the numbemnofémental shares that are to be added to the teeigherage number of shares outstanc

The following table presents the computation ofibasd diluted net income per share for the perimdicated (in thousanc
except per share amounts):

For the Three Months Ended For the Six Months Ended
June 30, June 30,
2010 2009 2010 2009
Numerator :

Net income— Basic $ 154: % 2547 $ 421 $ 4,601
Net income from continuing operations 1,27¢ 2,43¢ 3,631 4,33
Net income from discontinued operations (net oj t 26¢ 10¢ 57¢ 264

Effect of dilutive instruments:

Convertible preferred debentures 53¢ 60¢ 1,20( 1,14¢
Net income— Dilutive 2,08( 3,15k 5,41( 5,74¢

Net income from continuing operations 1,812 3,04¢ 4,831 5,48

Net income from discontinued operations (net ojt $ 26 $ 10¢ $ 57¢ $ 264
Denominator:

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

Effect of dilutive instruments:

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

Basic EPS $ 0.1¢ $ 027 $ 04t $ 0.4¢
Basic EPS from continuing operations 0.1¢ 0.2¢ 0.3¢ 0.4¢€
Basic EPS from discontinued operations (net of te 0.0z 0.01 0.0¢ 0.0

Dilutive EPS $ 0.1¢ $ 027 $ 04t $ 0.4¢
Dilutive EPS from continuing operations 0.1¢ 0.2¢ 0.3¢ 0.4¢€
Basic EPS from discontinued operations (net of te 0.0z 0.01 0.0¢ 0.0z

12. Convertible Preferred Debentures

As of June 30, 2010, there were 1.0 million shafesur Series A Preferred Stock outstanding witteggregate redemption value
$20.0 million and a current dividend payment ratel®%. The Series A Preferred Stock matures oneBder 31, 2010, at which ti
any outstanding shares must be redeemed by the @ogmgt $20.00 per share plus any accrued and urgieidends. Because of tl
mandatory redemption feature, the Company classtfiese securities as a liability on its balanaseshand accordingly, the correspont
dividend as an interest expense.

We issued these shares of Series A Preferred $todkIP Group Inc. and certain of its affiliates or aggregate purchase pric
$20.0 million. The Series A Preferred Stock easitthe holders to receive a cumulative dividend086 per year, subject to an increase t
extent any future quarterly common stock divideralseed $0.20 per share. The Company declaredomdepiarter 2010 common st
dividend of $0.18, resulting in a dividend ratel®£0% (per annum) for the Series A Preferred Stndke 2010 second quarter. The Seri
Preferred Stock is convertible into shares of tleenanys common stock based on a conversion price of $8e0Ghare of common sto
which represents a conversion rate of two and @iieth ¥2) shares of common stock for each shafeoies A Preferred Stock.

13. Related Party Transactions

On January 18, 2008, the Company entered into gis@gt agreement with Harvest Capital Strategie€(LHCS") (formerly knowr
as JMP Asset Management LLC), pursuant to which #08sponsible for implementing and managing tben@anys investments in certe
real estateelated and financial assets. The Company enteredthis advisory agreement concurrent and in ectian with its privat
placement of Series A Preferred Stock to JMP Grimg and certain of it affiliates. HCS is a whotlyyned subsidiary of JMP Gro
Inc. Pursuant to Schedules 13D filed with the SICFebruary 17, 2009 and as adjusted for issuarfctbe Companys common stock sin
that time, HCS and JMP Group Inc. beneficially odrapproximately 16.7% and 12.1%, respectively,hef Companys common stock, al
100%, collectively, of the Company’s Series A Prefd Stock.
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Pursuant to the advisory agreement, HCS is resplenfir managing investments made by HC and NYMHRdothan certain RME
that are held in these entities for regulatory cliemnpe purposes) as well as any additional subsédiacquired or formed in the future to r
investments made on the Companipehalf by HCS. The Company refers to these siabigd in its periodic reports filed with the Seities
and Exchange Commission as the “Managed Subsigiaffdhe Company expects that, from time to time in thieire, certain of the:
investments will take the form of a @avestment alongside or in conjunction with IMP @rdnc. or certain of its affiliates. In accordaneieh
investment guidelines adopted by the Comparigbard of Directors, any subsequent investmentshbyManaged Subsidiaries under
Advisory Agreement must be approved by the BoarBioéctors and must adhere to investment guidelatepted by the Board of Directc
The advisory agreement provides that HCS will hid pébase advisory fee that is a percentage dfetpeity capital” @s defined in the advisc
agreement) of the Managed Subsidiaries, which malude the net asset value of assets held by thealgal Subsidiaries as of any fi
guarter end, and an incentive fee upon the Man&gdidiaries achieving certain investment hurdies.the three and six months ended .
30, 2010, HCS earned a base advisory fee of appedgly $0.2 million and $0.4 million, respectivend an incentive fee of approximai
$0.6 million and $0.8 million, respectively. Fdne three and six months ended June 30, 2009, HEEfe@ a base advisory fee
approximately $0.2 million and $0.4 million, respeely. For the three and six months ended JuneB809, HCS earned an incentive fe
approximately $44,000. As of June 30, 2010, HCS wanaging approximately $43.3 million of assetdtan Companys behalf. (Refer -
Note 16 for an amended and restated advisory agmete)

14. Income Taxes

At June 30, 2010, the Company had approximately788llion of net operating loss carryforwards whimay be used to offset futi
taxable income. The carryforwards will expire irRaahrough 2029. The Internal Revenue Code plaggdain limitations on the annual ama
of net operating loss carryforwards that can bézatl if certain changes in the Compasmydwnership occur. In connection with a p
transaction, the Company may have undergone anrehipechange within the meaning of IRC section 8&2 would impose such a limitatit
but a final conclusion has not been made. At timet based on managementhitial assessment of the limitations, managenue®s nc
believe that the limitation would cause a significamount of the Company's net operating lossexpae unused. The Company continue
maintain a reserve for 100% of the deferred tavefiem

15. Stock Incentive Plan

In May 2010, the Company’s stockholders approvesl @ompany’s 2010 Stock Incentive Plan (the “201@nB| with suct
stockholder action resulting in the terminationtteé Company’s 2005 Stock Incentive Plan (the “2B0in”). The terms of the 2010 Plan
substantially the same as the 2005 Plan. Howewsrputstanding awards under the 2005 Plan wiltioae in accordance with the terms of
2005 Plan and any award agreement executed in ctomewnith such outstanding awards. At June 30,02Ghere are 64,665 shares
restricted stock outstanding under the 2005 Plan.

Pursuant to the 2010 Stock Incentive Plan, eligéstgployees, officers and directors of the Compameycadfered the opportunity
acquire the Company's common stock through the cawfarestricted stock and other equity awards utiderPlan. The maximum numbei
shares that may be issued under the 2010 Plah96,000. No shares have been issued under tleF28f as of June 30, 2010.

During the three and six months ended June 30, 200 Company recognized neash compensation expense of $47,54C

$0.1 million, respectively. Dividends are paid alh restricted stock issued, whether those shase® lvested or not. In general, unve
restricted stock is forfeited upon the recipieteisnination of employment.
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A summary of the status of the Company's mested restricted stock as of June 30, 2010 andgesaduring the six months tt
ended is presented below:

Number of Weighted
Non-vested Average
Restricted Grant Date
Shares Fair Value
Non-vested shares at January 1, 2010 60,665 $ 5.28
Granted 4,00C 7.5C
Forfeited — —
Vested — —
Non-vested shares as of June 30, 2010 64,665 $ 5.42

There was no outstanding non-vested restricted stong the six months ended June 30, 2009.
16. Subsequent Event

On July 26, 2010, the Company, HC and NYMF enténéol an Amended and Restated Advisory Agreemer (Mew Advisory
Agreement”) with HCS, pursuant to which HCS willogide investment advisory services to the Compamy &ill manage fiew prograr
assets” acquired after the date of the New Advisbgyeement on the Comparsybehalf. The terms for new program assets, iioduthe
compensation payable thereunder to HCS by the Coynpaill be negotiated on a transactiondpgnsaction basis. For those new prog
assets identified as “Managed AssetdGS will be (A) entitled to receive a quarterly badvisory fee (payable in arrears) in an amounal
to the product of (i) ¥4 of the amortized cost of Managed Assets as of the end of the quarter(igrto, and (B) eligible to earn incenti
compensation on the Managed Assets for each fyigealduring the term of the Agreement in an am@uot less than zero) equal to 35% of
GAAP net income attributable to the Managed Asfmtshe full fiscal year (including paid interesidarealized gains), after giving effect to
direct expenses related to the Managed Assetsidimg but not limited to, the annual consulting described below) and base advisory |
that exceeds a hurdle rate of 13% based on thegeequity of the Company invested in Managed Asdating that particular year. For th
new program assets identified as Scheduled AsbiEES§ will receive the compensation, which may inelusthse advisory and incent
compensation, agreed upon between the Company @8dadd set forth in a term sheet or other docurtienteelated to the transaction. H
will also continue to be eligible to earn incentiwempensation on those assets held by the Compaf the effective date of the N
Advisory Agreement that are deemed to be managsetsaander the prior advisory agreement (desciibétbte 13). Incentive compensat
for these “legacy assetstill be calculated in the manner prescribed in gn®r advisory agreement. Lastly, during the tesimthe Nev
Advisory Agreement, the Company will pay HCS anuwalrconsulting fee equal to $1 million, subjectéduction under certain circumstan
payable on a quarterly basis in arrears, for caimgubnd support services related to finance, ahpitarkets, investment and other strat
activities of the Company.

The New Advisory Agreement will have an initial rethat expires on June 30, 2012, subject to auioraahual onerear renewa
thereafter. The Company may terminate the Agreemealect not to renew the Agreement, subject ttageconditions and subject to payir
termination fee equal to the product of (A) 1.5 #BYithe sum of (i) the average annual base adyits earned by HCS during the evbntt
preceding the effective termination date, andtki® annual consulting fee. The New Advisory Agreatreplaces the prior advisory agreer
that is described in Note 13.
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Item 2. Management'’s Discussion and Analysis of kancial Condition and Results of Operations
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q contains cerfaiward-looking statements. Forwalmbking statements are those which are
historical in nature. They can often be identifieg their inclusion of words such as “will,” “anipate,” “estimate,” “should,” “expect,”
“believe,” “intend” and similar expressions. Any projection of revesjiearnings 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 foreaaspsojected dividends;
. projected acquisitions or joint ventures;

. projected capital expenditures.

It is important to note that the description of Gwsiness, in general, and our investment in ret@terelated and financial assets
particular, is a statement about our operationsf asspecific point in time and is not meant tocbastrued as an investment policy. The t
of assets we hold, the amount of leverage we bedijabilities we incur and the other charactergstf our assets and liabilities disclosed in
report as of a specified period of time are subiece-evaluation and change without notice.

Our forward-looking statements are based upon caaumagemens$ beliefs, assumptions and expectations of ourdudperations ar
economic performance, taking into account the imfation currently available to us. Forwdodking statements involve risks
uncertainties, some of which are not currently knde us and many of which are beyond our contrdl @&t might cause our actual resi
performance or financial condition to be materiaifferent from the expectations of future resuftefformance or financial condition
express or imply in any forwaiddoking statements. Some of the important factioas could cause our actual results, performandaancia
condition to differ materially from expectationsar

. our portfolio strategy and operating strategy maybanged 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 investnigrortfolio and identify suitable assets to inviest

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

. interest rate mismatches between our interestyegassets and our borrowings used to fund suchpses;

. changes in interest rates and mortgage prepay st r

. increased rates of default and/or decreased regoatss on our assets;

. changes in the financial markets and economy géyiera
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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 patincome and cash available for distribution;

. our board’s ability to change our operating pobciad strategies without notice to you or stockéoipproval;

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

the captions “Management’s Discussion and AnalgsiBinancial Condition and Results of Operationstl 4Quantitative
and Qualitative Disclosures about Market Risk”, ahdse described in Part I, Item 1A — “Risk Factas§ our Annua
Report on Form 1& for the year ended December 31, 2009, and thewsother factors identified in any other docurs
filed by us with the SEC.

We undertake no obligation to publicly update afise any forwardeoking statements, whether as a result of newrinédion, futur
events or otherwise. In light of these risks, utaieties and assumptions, the events describeduoyforwardiooking events might n
occur. We qualify any and all of our forwalabking statements by these cautionary factorsaddition, you should carefully review the |
factors described in other documents we file frametto time with the SEC.

General

New York Mortgage Trust, Inc., together with itsnsolidated subsidiaries (“NYMT”, the “Company”, “We'our”, and “us”), is
self-advised real estate investment trust, or RElITthe business of acquiring and managing primdi)l residential adjustableate, hybrit
adjustable-rate and fixed-rate mortgage-backedrgesu(“RMBS”) for which the principal and interest payments amargnteed by a U.
Government agency, such as the Government Natlogaigage Association (“Ginnie Mae”), or a U.S. Gowaent-sponsored entity (“GSE”
or “Agency”), such as the Federal National Mortgdgsociation (“Fannie Mae”) or the Federal Home h.ddortgage Corporation Freddie
Mac”), which we refer to collectively as “Agency FB&,” (i) RMBS backed by prime jumbo and Alternaivi-paper (“Alt-A”) mortgag:
loans (“non-Agency RMBS”), and (iii) prime crediug]ity residential adjustable-rate mortgage (“ARNtans held in securitization trusts,
prime ARM loans. The remainder of our investmenttfpbio at June 30, 2010 is primarily comprisedrmites issued by a collateralized |
obligation (“CLO”). We also may opportunisticallgguire and manage various other types of realeegtédted and financial assets, includ
among other things, certain non-rated residentiattgage assets, commercial mortgage-backed sesu(fCMBS”), commercial real estz
loans and other similar investments and, subjechamtaining our qualification as a REIT, debt quity securities that may or may not
related to real estate. These assets, togethemwiti\gency RMBS and CLOs, typically present greateditrask and less interest rate t
than our investments in Agency RMBS and prime ARMnls, and may also permit us to potentially utigdleor part of a significant n
operating loss carry-forward held by Hypotheca @piLC (“HC"), our wholly-owned subsidiary andrfmer mortgage lending business.

Our principal business objective is to generateimedme for distribution to our stockholders remgtfrom the spread between
interest and other income we earn on our intezasting assets and the interest expense we pdyedootrowings that we use to finance
leveraged assets and our operating costs, whiatef@eto as our net interest income. We intencctdeve this objective by investing in a br
class of real estate-related and financial assetkiding those listed above, that in aggregatdl, geinerate attractive ris&djusted total retur
for our stockholders.
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Prior to 2009, our investment portfolio was prinhadomprised of Agency RMBS, prime ARM loans hefdsecuritization trusts a
certain nonagency RMBS rated in the highest rating categoryway rating agencies. Beginning in the first quade2009, we commence
repositioning of our investment portfolio to traisn the portfolio from one primarily focused orvégaged Agency RMBS and prime AF
loans held in securitization trusts, which primaiitvolve interest rate risk, to a more diversifigartfolio that includes elements of credit
with reduced leverage. The repositioning includecduction in the Agency RMBS held in our portfotltwrough the disposition of Ager
ARM RMBS and GSE-issued collateralized mortgagegalbn 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 HarvagsitaC Strategies LLC (“HCS”and us, certain of our assets are managt
HCS. See Note 13 to our condensed consolidataddial statements.

We elected to be taxed as a REIT for federal inctamepurposes commencing with our taxable year @fzkrember 31, 2004. A
result, we generally will not be subject to fedénalome tax on our taxable income that is distedlub our stockholders.

Recent Events

Investment in New Bridger Holdings LLAN May 2010, the Company closed on an investmenipofo $750,000 in senior secu
notes (the “Bridger Notes”) issued by New Bridgenldings LLC (“New Bridger”),the parent company of Bridger Commercial Funding:
(“Bridger”). The Bridger Notes bear interest at 15% per annumti{e unpaid principal amount) and will mature imyv2010, at which tin
the unpaid principal and interest must be rep&ddger is a 12¢ear old firm specializing in originating and fundi commercial mortgag
primarily through a nationwide network of commeldianks. Bridger includes its loans in larger s#iaation pools resulting in the issual
of both investment and ndnvestment grade CMBS. As part of the transactiba, Company also received warrants to acquiresGlagnit:
equal to up to 25% of the fully diluted equity irdsts of New Bridger. In addition, the Company &da®ption to purchase an additional 23¢
the fully diluted equity interests of New Bridger.

In connection with the Compars/investment in the Bridger Notes, the Company Bnidger entered into a Mortgage L
Origination Program Agreement pursuant to whichdBeir has agreed to use its commercially reasormstefforts to cause “B-piecesial
are part of a securitized pool of commercial mayggboans originated, at least in part, by Bridgebé¢ offered to the Company for purchas
terms similar to those offered to other third pegti The Compang’investment in the Bridger Notes was completezbimection with a simili
investment by an affiliate of HCS. As of June 2010, the Company had extended $250,000 underridgds Notes. The Company advan
an additional $161,000 to New Bridger during JuM Q.

Current Market Conditions and Commentary

General. In recent years, the residential housing, mortgagedit and financial markets in the United Statese experienced
variety of difficulties and changed economic comdis, including increased rates of loan defauligniScant credit losses and decree
liquidity. In response to these conditions andrégeent credit and financial market crisis, the WG8vernment, Federal Reserve, U.S. Trea
Federal Deposit Insurance Corporation (FDIC) arteiogovernmental and regulatory bodies have ta&ed,in some cases, are conside
taking other actions, in an effort to stabilize timising, credit and financial markets and stineutae economy. These actions include, ar
other things, the conservatorship of, and othegganms involving, Fannie Mae and Freddie Mac, theefg@ncy Economic Stabilization Act
2008 (EESA), the Troubled-Asset Relief Program (PARthe Capital Purchase Program (CPP), the TersetSmcked Securities Lo
Facility (TALF), the American Recovery and Reinvasht Act of 2009 (ARRA), the Homeowner Affordabjliand Stability Plan (HASP) a
the Homeowner Affordable Modification Program (HAMRIthough the impact from many of these progrdms not been as extensive
initially anticipated, certain sectors have repomggns of stabilizing in recent months.

In July 2010, the Dod&rank Wall Street Reform and Consumer Protectiohwias passed by the U.S. Congress. This legis|aiio
to restore responsibility and accountability to flmancial system. It is unclear how this legisdatimay impact the borrowing environmi
investing environment for RMBS and other real estair financialrelated assets, interest rate swaps and otheratiggs as much of tl
legislation’s implementation will be defined andried out by regulators in future months.
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Recent Developments at Fannie Mae and Freddie M@ayments on the Agency RMBS in which we investguaranteed by Fan
Mae and Freddie Mac. As broadly publicized, theen¢¢urmoil in the residential mortgage sector selyeweakened the financial conditior
Fannie Mae and Freddie Mac, causing the U.S. Gavenhto place Fannie Mae and Freddie Mac underdédenservatorship beginning
2008 and has raised doubts regarding the continigdility of these entities as currently structurétcluding the guarantees that back
RMBS issued by them. The Obama Administration aneed that it will host a major conference on thtife of housing finance, which
expected to include a discussion regarding thedéutfi Fannie Mae and Freddie Mac, all of whichéargd toward developing a compreher
housing finance reform proposal for delivery to Gass by January 2011. The scope and naturee@fdiions that the U.S. Government
ultimately undertake with respect to the futurd~ahnie Mae and Freddie Mac are unknown and wiltinae to evolve. New regulations ¢
programs related to Fannie Mae and Freddie Mac atbaersely affect the pricing, supply, liquidity andlue of RMBS and otherwi
materially harm our business and operations. Aftsimmary of certain recent material developmentslving Fannie Mae and Freddie M
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 appti@the maximum allowable size of the portfolioghea than the actual size of-
portfolios which could extend the time period byigvhthese entities sell portions of their Agency BMportfolios in the marke
thereby causing the supply of Agency RMBS to bellemthan originally anticipated.

« The Federal ResengAgency RMBS purchase program, which providedpiarchases of up to $1.25 trillion of Agency RM
was completed on March 31, 2010. While we expethet the termination of this purchase program mgguse a decrease
demand for Agency RMBS issued by Fannie Mae anddieeMac, which, in turn, was expected to reduesrtmarket price, w
continue to see strong demand for these secudtidsthe continuation of elevated market pricedliese securities. As a res
we have continued during the three months ended 30n2010 to pursue investments in other assefjodaes that we believe w
provide more attractive returns. We note thas ialiso possible that the U.S. Treasury or FedesaeRe could intervene in 1
Agency RMBS markets in the future; however, wearable at this time to predict any impact that sactions could have on t
markets or our investment portfolio.

« In February and March 2010, Freddie Mac and Fahtfae, respectively, announced that they would pwgelfeom the pools
mortgage loans underlying their mortgage phssugh certificates all mortgage loans that areentban 120 days delinquent. v
actual repurchases beginning in March 2010 andiragng during the 2010 second quarter. Both Freddie and Fannie M
have further announced t hat they would purchagbérfuture these delinquent loans on argoimg basis. The impact of th
programs thus far is reflected in the constant gyepent rate, or CPR, of our portfolio. See—Summary c
Operations—Prepayment Experience” below for further informatio

Mortgage and other asset value®uring 2009, the market value of the Agency RMiBSur portfolio, the majority of which w
purchased in 2008 and prior years, was positivalyaicted by the Federal Reses/ptogram to purchase $1.25 trillion of Agency RMBBhis
purchase program implemented by the Federal Resecveased market prices of Agency RMBS during 2@B8reby reducing their marl
yield. As discussed above, although we expectedetiminating of the Federal Rese's program to reduce demand and, in turn, markeeg
for Agency RMBS, we continued to observe strong aletnand high prices for Agency RMBS during the ¢hreonths ended June
2010. We expect that the termination of the Fddreserves Agency RMBS purchase program will cause the ntar&deie of Agency RMB
to decline over time as a result of reduced demdrids could cause the market value of the Agen@dBR in our portfolio to decline.

Market demand for noAgency RMBS has steadily increased since early 20@9to increased demand and the reduced markeds
for Agency RMBS. Accordingly, while noAgency RMBS remain available at a discount, sudtalints have narrowed relative to disco
available in early 2009 and late 2008 and may oomtito narrow in the future, reducing the marketds on these assets. Nevertheles:
believe that despite higher market prices and loywelds, that risk-adjusted returns on ndgency RMBS continue to represent attrac
investment opportunities. We expect market vafoesertain other real estatelated and financial assets, such as our CLOsficove as th
economic outlook in the U.S. and abroad improves.
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Credit Quality. The deterioration of the U.S. housing market ad a®lthe recent economic downturn have caused rdsRlentie
mortgage delinquency rates to remain at high lef@lsvarious types of mortgage loans. Recent motidnge seen some stabilizatior
improvement of certain measures of credit quagitthough this stabilization and/or improvement métimately prove to be temporary.

The U.S. Government has initiated and encouragegrams designed to provide homeowners with assistanavoiding residenti
mortgage loan foreclosures and defaults. In Maft02he Obama administration announced that it avallbcate $14 billion of TARP fun
to enhance the HAMP program. The funds will be labde for use in reducing principal amounts andnpagts owing on mortgages
unemployed homeowners who are at risk of foreclmstiomeowner assistance programs such as HAMP,elisaw future legislative
regulatory actions, may affect the value of, ar@réturns on, our RMBS portfolioTo the extent that these programs are successiuleare
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 realigields on our noAkgency RMB¢
portfolio to be higher than previously expectedn@rsely, any forced reductions in principal theta@ate from such programs could cat
reduction in the market value of RMBS, particulangn-Agency RMBS.

Financing markets and liquidiy. The actions of the Federal Reserve and the Ur&asury, starting in 2008, have stabilized
financing and liquidity environment for Agency RMB¥he liquidity facilities created by the Federaderve during 2007 and 2008 anc
lowering of the Federal Funds Target Rate to 025%. have lowered our financing costs (which mostely correlates with the 3fay
LIBOR) and stabilized the availability of repurchaagreement financing for Agency RMBS. Thedz® LIBOR, which was 0.32% as of J
27, 2010, has remained relatively unchanged sireedber 31, 2009. The Federal Reserve has codtiougaffirm its plan to hold the F
Funds Rate near zero percent. While we expeateisiteates to rise over the longer term, we beliba¢ interest rates, and thus our finan
costs, are likely to remain at these historicaily levels until such time as the economic datarb&giconfirm a sustainable improvement in
overall economy.

While the financing and liquidity environment forg@ncy RMBS has stabilized, available leverage for-Agency RMBS and oth
financial assets has remained scarce since ea®§. 20lore recently though, some investment banke ht a limited extent, begun mak
term financing available for non-Agency RMBS. Altbe date of this report, our investment in nfesgency RMBS and a CLO remair
unlevered; however, should the prospects for stabl@ble and favorable repurchase agreement dingrfor nonAgency RMBS develop
the future, we would expect to increase our repaselagreement borrowings collateralized by non-Ag&MBS.

In addition to an improved financing environment fggency RMBS, the collateral requirements of aepurchase agreement lenc
also improved throughout 2009 and again in the 8is months of 2010, with the average “haircatlated to our repurchase agreer
financing declining to approximately 5.7% at Jufe 2010.

Prepayment ratesAs a result of various government initiatives liding HASP, HAMP and the reduction in intermediatel longer-

term treasury yields, rates on conforming mortgaggeginue to be historically low. While these tisrhave historically resulted in higher r:

of refinancing and thus higher prepayment speedshave observed little impact from refinancing lbe €PR for our portfolio. However, ¢
as discussed above, the CPR on our RMBS portfotie megatively impacted during the six months entlewe 30, 2010, and in particu
during the three months ended June 30, 2010, hyebpse programs implemented by Freddie Mac andi€&mae as discussed above. See “
Summary of Operations — Prepayment Experiefimddw. We expect Agency speeds to return to a mormal range of 18% to 22% in-
third quarter of 2010 on our portfolio of RMBS aalidquent loan buybacks by Fannie Mae and Freddie dfecline from the rate of buyba
observed in the 2010 second quarter
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Significance of Estimates and Critical Accounting Blicies

A summary of our critical accounting policies ilided in Item 7 of our Annual Report on FormHK@er the year ended Decem
31, 2009 and “Note 1 — Summary of Significant Aatting Policies” to the condensed consolidated financial statemémthidec
therein. There have been no significant changésose policies during 2010.

Summary of Operations

Net Interest SpreadFor the three and six months ended June 30, 20tGet income was dependent upon the net interestne (th
interest income on portfolio assets net of theregkeexpense and hedging costs associated withaasets) generated from our portfolic
RMBS, CLO and mortgage loans held in securitizatioists. The net interest spread on our investiperifolio was 370 basis points for
guarter ended June 30, 2010, as compared to 425 dmnts for the quarter ended March 31, 2010, 261t basis points for the quarter er
June 30, 2009.

Financing. During the quarter ended June 30, 2010, we cordintoeemploy a balanced and diverse funding mixitarfce oL
assets. At June 30, 2010, our Agency RMBS podfatas funded with approximately $60.3 million opuechase agreement borrowing, wt
represents approximately 16.1% of our total lidgiesi, at a weighted average interest rate of 0.3T#e Companys average haircut on
repurchase borrowings was approximately 5.7% a¢ By 2010. As of June 30, 2010, the loans hekkauritization trusts were permane
financed with approximately $241.1 million of CDQwghich represents approximately 64.5% of our thdilities, at an average interest rat
0.73%. The Company has a net equity investme$#®af million in the securitization trusts as of 80, 2010.

At June 30, 2010 our leverage ratio for our RMB8estment portfolio, which we define as our outstagdndebtedness unc
repurchase agreements divided by stockholdsgaity, was approximately 1 to 1. We have contintgedtilize significantly less leverage tt
our targeted overall leverage of 4 to 5 times duehke ongoing repositioning of our investment paitf from one primarily focused «
leveraged Agency RMBS and prime ARM loans heldeausitization trusts to a more diversified portfothat includes elements of credit |
with reduced leverage. Because financing for sofmihase assets that introduce credit risk remaifaworable, to date, we have used «
from operating activities to finance assets othantAgency RMBS and prime ARM loans.

Prepayment Experiencdhe CPR on our overall mortgage portfolio averagpgroximately 20.5% during the three months e
June 30, 2010, as compared to 18.6% for the thimethm ended March 31, 2010. CPRs on our purchasetblio of RMBS for the thre
months ended June 30, 2010 were adversely impagtdtke Freddie Mac and Fannie Mae delinquent lagrback programs announced in
2010 first quarter and averaged approximately 36.88compared to 14.9% for the three months endaatiM31, 2010. The CPRs on
mortgage loans held in securitization trusts avedaapproximately 11.9% during the three months éddee 30, 2010, as compared to 2(
for the three months ended March 31, 2010. Whepgyment expectations over the remaining life sktsincrease, we amortize premi
over a shorter time period, which results in a oedluyield to maturity on our investment assetsnv@osely, if prepayment expectati
decrease, the premium is amortized over a longeogeesulting in a higher yield to maturity. Weomitor our prepayment experience ¢
monthly basis and adjust the amortization of ourpmemiums accordingly.
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Financial Condition

As of June 30, 2010, we had approximately $43818amiof total assets, as compared to approxima$diy8.8 million of total asse

as of December 31, 2009.

Balance Sheet Analysis - Asset Quality

Investment Securities - Available for Salhe following tables set forth the credit charastes of our investment securities portf
as of June 30, 2010 and December 31, 2009 (dotlauats in thousands):

Sponsor or Rating Par Carrying % of
June 30, 2010 S&P/Moodys/Fitch Value Value Portfolio Coupon Yield
Agency RMBS FNMA $ 56,72¢ $ 60,05! 51.8% 5.01% 2.2%
Non-Agency RMBS AAA/Aaa 1,861 1,69¢ 1.5% 4.95% 6.1<%
AA/Aa 341 272 0.2% 6.25% 48.81%
BB/Ba 10,66 8,511 7.3% 1.41% 20.11%
B/B 4,25¢ 3,39¢ 2.9% 1.4(% 7.0€%
CCC or Below 28,58t¢ 20,427 17.€% 4.9€% 7.68%
CLO BBB/Baa 10,40( 5,82¢ 5.0% 1.56% 14.8€%
BB/Ba 15,30( 7,497 6.5% 2.86% 19.3%
B/B 20,25( 8,30: 7.2% 5.4€% 25.81%
Total/Weighted average $ 148,39¢ $ 115,97¢ 100.(% 4.240% 8.27%
Sponsor or Rating Par Carrying % of
December 31, 2009 S&P/Moodys/Fitch Value Value Portfolio Coupon Yield
Agency RMBS FNMA $ 110,32: $ 116,22t 65.8% 5.1%% 2.31%
Non-Agency RMBS AAA/Aaa 2,19t 1,715 1.C% 4.97% 11.2¢%
AA/Aa 1,27(C 88€ 0.5% 5.18% 15.03%
A/A 364 321 0.2% 4.4%% 4.92%
BB/Ba 13,38¢ 11,33¢ 6.2% 1.65% 12.7%
B/B 11,74 8,812 5.C% 4.0%% 9.57%
CCC/Caa or Below 28,02¢ 19,79¢ 11.2% 5.15% 7.4%
CLO BBB/Baa 10,40( 5,40¢ 3.1% 1.31% 15.2(%
BB/Ba 15,30( 5,50¢ 3.1% 2.67% 23.45%
B/B 20,25( 6,68: 3.8% 5.27% 30.2%
Total/Weighted average $ 213,25¢ $ 176,69 10(% 4.51% 6.25%

Performance characteristics of non-Agency RMB®e following tables detail performance charactessof our nonAgency RMBS
portfolio as of June 30, 2010 and December 31, ZA06Bar amounts in thousands):

June 30, 2010

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

Weighted average 60+ Delinquencies (including 6080 and Foreclosure)

Weighted average 3 month CPR

Weighted average 3 month Voluntary Prepayment Rate
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Acquired prior

Acquired after to
2008 2009
$ 29,55¢ $ 16,15¢
$ 3,28¢ $ 15,547
$ 26,27C $ 609
59.88% 91.62%
7.54% 3.90%
24.2€% 6.20%
16.01% 10.0€%
7.70% 9.14%




December 31, 2009

Acquired prior

Acquired after to
2008 2009

Current Par Value $ 38,682 $ 18,30z
Collateral Type

Fixed Rate $ 3,73t $ 17,69:

Arms $ 34,942  $ 609
Weighted average Purchase Price 60.51% 92.05%
Weighted average Credit Support 8.76% 4.06%
Weighted average 60+ Delinquencies (including 600 and Foreclosure) 20.61% 3.66%
Weighted average 3 month CPR 16.22% 17.4€%
Weighted average 3 month Voluntary Prepayment Rate 9.78% 15.84%

Detailed composition of loans securitizing our CEG*The following tables summarize the loans secunitizour CLOs grouped |
range of outstanding balance, industry and Mootiwestor Services, Inc’s (“Moody’sating category as of June 30, 2010 and Decemh
2009, respectively (dollar amounts in thousands):

As of June 30, 2010 As of December 31, 2009
Range of Number of Number of
Outstanding Balance Loans Maturity Date Total Principal Loans Maturity Date Total Principal

$0 - $500 7 12/2011-03/201" $ 3,358 i 3/2014 - 03/2017 $ $3,471
$500 - £,00C 34 12/2012 - 6/2017 46,57¢ 1¢ 12/2011 - 12/201¢ 24,722
$2,000 - $,00C 72 05/2011 - 04/201 239,83: 5E  5/2011 - 2/2016 198,89t
$5,000 - 30,00 23 03/2012 - 03/201 159,04¢ ¢ 11/2010 - 10/201¢ 202,08!
+$10,00( . 12/2009 - 10/201z 32,29.
Total 136 $ 448,811 111 $ $461,46(
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June 30, 2010

Industry

Healthcare, Education & Childcare

Personal, Food & Misc. Services

Retail Store

Chemicals, Plastics and Rubber

Electronics

Aerospace & Defense

Printing & Publishing

Telecommunications

Beverage, Food & Tobacco

Leisure, Amusement, Motion Pictures & Entertainment
Hotels, Motels, Inns and Gaming

Utilities

Insurance

Personal & Non-Durable Consumer Products

Cargo Transport

Farming & Agriculture

Finance

Ecological

Broadcasting & Entertainment
Diversified/Conglomerate Mfg.

Machinery (Non-Agriculture, Non-Construction & Ndtlectronic)
Personal Transportation

Diversified/Conglomerate Service

Buildings and Real Estate

Textiles & Leather

Containers, Packaging and Glass

Mining, Steel, Iron and Non-Precious Metals

Grocery

Automobile

Home and Office Furnishings, Housewares and Dur@blesumer Products
Diversified Natural Resources, Precious Metals ldinterals
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% of
Number of Outstanding Outstanding
Loans Balance Balance
(amounts in
thousands)

15 $ 45,69¢ 10.18%
7 28,17¢ 6.28%
9 27,71¢ 6.18%
8 26,27% 5.85%
7 26,09! 5.81%
7 25,15¢ 5.60%
5 24,75k 5.52%
9 24,01¢ 5.35%
4 19,18( 4.27%
9 18,25! 4.07%
4 15,62 3.48%
4 15,10} 3.37%
2 14,31 3.19%
4 14,04t 3.13%
2 13,69¢ 3.05%
3 13,37¢ 2.98%
5 13,25: 2.95%
4 11,29¢ 2.52%
3 11,20 2.50%
3 9,17¢ 2.04%
2 8,761 1.95%
4 8,67¢ 1.93%
1 7,157 1.59%
2 5,00(C 1.11%
4 4,94¢ 1.10%
2 4,81¢ 1.07%
2 4,497 1.00%
2 2,98: 0.66%
1 2,38¢ 0.54%
1 1,79¢ 0.41%
1 1,39¢ 0.32%
136 $ 448,81 100%




December 31, 2009

% of
Number of Outstanding Outstanding
Industry Loans 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 21,211 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 18,18t 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 111 $ 461,46( 100.0
As of June 30, 2010 As of December 31, 2009
% of % of
Moody's Rating Number of Outstanding Outstanding Number of Outstanding Outstanding
Category Balance Balance Loans Balance Balance
Baa2 1 2,48 0.55% — — —
Baa3 1 5,86¢ 1.31% 2 % 6,95¢ 1.5%
Bal 8 21,33¢ 4.75% 9 28,24: 6.1%
Ba2 16 49,80: 11.1(% 9 26,41¢ 5.7%
Ba3 21 52,65¢ 11.73% 15 44,37 9.€%
B1 29 81,55( 18.1% 17 51,35t 11.1%
B2 36 117,63: 26.21% 28 106,32! 23.(%
B3 15 74,50: 16.6(% 21 137,53: 29.6%
Caal 4 18,35: 4.09% 5 23,85( 5.2%
Caa2 3 20,69¢ 4.61% 3 26,31 5.7%
Caa3 2 3,93( 0.88% 1 54C 0.1%
D — — —% 1 9,55¢ 2.2%
Total 13€ 448,81 100.(% 111 3 461,46( 100.(%
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Mortgage Loans Held in Securitization Trusts (neltycluded in our portfolio are ARM loans that wegimated or purchased in bi
from third parties that met our investment critexa portfolio requirements and that we subsequeetturitized. Since our formation, we h
completed four securitizations; three of which welassified as financings and one of which, Newkyidiortgage Trust 2008 qualified as
sale and resulted in the recording of residualtassed mortgage servicing rights. During the quaeteded September 30, 2009, we sol
of the residual assets related to the 2006-1 sexation.

The following table details mortgage loans heldégcuritization trusts at June 30, 2010 (dollar amin thousands):

# of Loans Par Value Coupon Carrying Value Yield
June 30, 2010 606 $ 250,98: 4.09% $ 250,09: 5.32%
December 31, 2009 647 $ 277,007 5.19% $ 276,17¢ 5.40%

At June 30, 2010, mortgage loans held in secutitizarusts totaled approximately $250.1 milliom,57% of our total assets. Of t
mortgage loan investment portfolio, 100% are tiaddl ARMs or hybrid ARMs, 80.1% of which are ARMans that are interest only. W
respect to our hybrid ARMSs, interest rate resetqolsrare predominately five years or less and mibereéstenly period is typically 10 yea
which we believe mitigates the “payment shoek’the time of interest rate reset. None of thetgage loans held in securitization trusts
payment option-ARMs or ARMs with negative amortiaat

The following table sets forth the composition af @ortfolio of mortgage loans held in securitipatirusts as of June 30, 2010 (dc
amounts in thousands):

Loans Held in Securitization Trusts:

Average High Low
General Loan Characteristics:
Original Loan Balance (dollar amounts in thousands) $ 445 $ 295 $ 48
Current Coupon Rate 4.38% 7.25% 1.38%
Gross Margin 2.31% 5.0(% 1.1%2%
Lifetime Cap 11.26% 13.2%% 9.15%
Original Term (Months) 36C 36C 36C
Remaining Term (Months) 29¢ 30¢€ 265
Average Months to Reset 3 11 1
Original Average FICO Score 73C 81¢ 59¢
Original Average LTV 70.25% 95.0(% 13.9%
% of Weighted

Outstanding Average Gross

Loan Balance Margin (%)
Index Type/Gross Margin:
One Month Libor 2% 1.69%
Six Month Libor 72% 2.40%
One Year Libor 17% 2.26%
One Year CMT 9% 2.66%
Total / Weighted Average 100% 2.39%

37




The following table details loan summary informatifor loans held in securitization trusts at Ju@e 3010 (dollar amounts
thousands).

Description Interest Rate % Final Maturity

Principal

Amount of
Loans

Periodic Original  Current  Subject to
Payment Amount  Amount  Delinquent

Property Loan Terms  Prior of of Principal
Type Balance Count Max Min Avg Min Max (months) Liens Principal Principal or Interest
Single <= $10C 11 5.8¢ 2.6% 3.72 12/01/3: 11/01/3¢ 36C N/A 1,39 $ 824 $ 5
Family <=$25( 69 6.6 2.65 4.4C 09/01/3: 12/01/3¢ 36C N/A 14,04 12,25¢ 80C
<=$50C 11€  7.1< 2.6 4.2c 10/01/3: 01/01/3¢ 36C N/A 43,48¢ 40,40« 6,48¢
<=$1,00( 44  6.0C 1.5C 3.8¢ 08/01/3¢ 12/01/3¢ 36C N/A 34,98( 33,03¢ 2,65¢
>$1,00( 23  6.2F 2.6 5.2¢4 01/01/3¢ 01/01/3¢ 36C N/A 40,201 39,63( 6,24
Summary 262 7.1¢ 1.5C 4.2¢ 09/01/3: 01/01/3¢ 36C N/A 134,11( 126,14¢ 16,19:
2-4 <= $10( 1 362 3.6 3.6 02/01/3t 02/01/3¢ 36C N/A 80 74 75
FAMILY <=$25( 6 6.7F 2.6 4.31 12/01/3¢ 07/01/3¢t 36C N/A 1,11¢ 98t 19z
<=$50C 16 7.2t 2.1% 4.01 09/01/3<¢ 01/01/3¢ 36C N/A 5,85¢ 5,56: 254
<=$1,00( 1 2.8¢ 2.8¢ 2.8¢ 04/01/3t 04/01/3¢ 36C N/A 54C 54C -
>$1,00( 0 - - - 01/00/0C 01/00/0C 36C N/A - = =
Summary 24 7.2t 2.1¢ 4.0z 09/01/3¢ 01/01/3¢ 36C N/A 7,58¢ 7,16 521
Condo <= $10C 16  6.3¢ 2.6 3.65 01/01/3t 12/01/3t 36C N/A 2,332 1,081 101
<=$25(C 79  6.3¢ 2.65 4.6€ 08/01/32 01/01/3¢ 36C N/A 15,55:¢ 14,13¢ 627
<=$50C 71  6.8¢ 1.5C 4.3¢ 09/01/3z 12/01/3¢ 36C N/A 24,704 23,57( 662
<=$1,00( 22 5.6 1.6: 3.66€ 08/01/3% 10/01/3¢ 36C N/A 16,13¢ 15,15¢ -
>$1,00( 10 6.1: 2.7¢ 4.5z 01/01/3t 09/01/3¢ 36C N/A 14,91« 14,67¢ -
Summary 19¢  6.8¢ 1.5C 4.3¢ 08/01/32 01/01/3¢ 36C N/A 73,64 68,62( 1,39(
CO-OP <= $10( 5 5.8¢ 2.6% 455 10/01/3¢ 12/01/3¢ 36C N/A 1,47¢ 317 5
<=$25(C 21  6.1< 2.2t 4.1¢ 10/01/3¢ 12/01/3¢t 36C N/A 4,48( 3,731 21z
<=$50C 27 6.3 1.3¢ 4.1¢ 08/01/3<¢ 12/01/3¢ 36C N/A 10,77t 9,70z =
<=$1,00( 15 5.6 2.6 4.0¢ 12/01/3¢ 11/01/3¢ 36C N/A 10,75¢ 10,50¢ -
>$1,00( 5 6.0C 2.2t 3.8C 11/01/3¢ 12/01/3t 36C N/A 7,544 6,96( -
Summary 73  6.3¢ 1.3¢ 4.31 08/01/3¢ 12/01/3¢ 36C N/A 35,03: 31,22« 21z
PUD <= $10C 1 562 5.6 5.6z 07/01/3t 07/01/3¢ 36C N/A 10C 93 -
<=$25(C 19  6.5C 2.6: 4.41 01/01/3t 12/01/3¢ 36C N/A 3,78: 3,60¢ 18¢
<=$50C 17 6.8¢ 2.6 4.2¢ 08/01/3z 12/01/3¢t 36C N/A 6,05¢ 5,72¢ 45t
<=$1,00( 5 5.8¢ 2.6¢ 4.2¢ 05/01/3¢ 12/01/3¢ 36C N/A 3,43: 3,25¢ 59¢
>$1,00( 4  6.1: 2.8¢ 4.4¢ 04/01/3¢ 12/01/3¢ 36C N/A 5,23: 5,14¢ -
Summary 46  6.8¢ 2.6 4.3¢ 08/01/32 01/01/3¢ 36C N/A 18,60« 17,82} 1,23¢
Summary <= $10C 34 6.3 2.6% 3.8¢ 10/01/3¢ 12/01/3t 36C N/A 5,38: 2,38¢ 17¢
<=$25(C 194 6.7% 2.2t 4.47 08/01/3z 12/01/3¢ 36C N/A 38,97 34,71¢ 2,01«
<=$50C 247 7.2 1.3¢ 4.2 08/01/3z 01/01/3¢ 36C N/A 90,87: 84,96¢ 7,86(
<=$1,00( 87 6.0C 1.5C 3.8¢ 08/01/3: 12/01/3t 36C N/A 65,85( 62,49" 3,25
>$1,00( 42 6.2t 2.2t 4.8z 04/01/3¢ 01/01/3¢ 36C N/A 67,89¢ 66,41* 6,241
Grand Total 604 7.2t 1.3¢ 4.31 08/01/3z 01/01/3¢ 36C N/A 268,97¢ $ 250,98. $ 19,55(
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The following table details activity for loans heéfdsecuritization trusts for the six months endede 30, 2010.

Current Net Carrying
Principal Premium Loan Reserve Value
Balance, January 1, 2010 $ 277,000 $ 1,75C $ (2,58]) $ 276,17¢
Principal repayments (25,097 — — (25,097
Provision for loan losses — — (499) (499
Transfer to real estate owned (939) — 38: (550
Charge-offs — — 21¢ 21¢
Amortization for premium — (167) — (167)
Balance, June 30, 2010 $ 250,98: $ 1,58 $ (2,473 $ 250,09:

Cash and cash equivalent®\e had unrestricted cash and cash equivalentsz0$8illion.

Restricted Cash Restricted cash of $2.4 million at June 30, 20Tuithes $2.2 million held by counterparties as ¢etkl for hedgin
instruments and $0.2 million as collateral for ieleof credit related to the lease of the Compamgrporate headquarters.

Receivables and other assetfReceivables and other assets totaled $8.4 mill®wfaJune 30, 2010, and consists mainly of
million of assets related to discontinued operatjci.2 million of accrued interest receivabletfoe investment securities and mortgage |
held in securitization trusts, $0.4 million of resdtate owned (“REQO’In securitization trusts, $0.6 million of capitaltion expenses relatec
equity and bond issuance cost, $1.3 million relévegiscrow advances, $0.2 million of capitalized/istng costs.

Balance Sheet Analysis - Financing Arrangements

Financing Arrangements, Portfolio InvestmentsAs of June 30, 2010, there were approximately $6@iBion of repurchas
borrowings outstanding. Our repurchase agreentgpically have terms of 30 days or less. As ofel@0, 2010, the current weighted ave
borrowing rate on these financing facilities wa31054.

Collateralized Debt Obligations As of June 30, 2010, we have CDOs outstanding pfaqimately $241.1 million with a weight
average interest rate of 0.73%. The CDOs permanénénce our loans held in securitization trusts.

Subordinated DebenturesAs of June 30, 2010, we have trust preferred seesirputstanding of $45.0 million that bear an age
interest rate of 6.09%. The securities are fgllaranteed by the Company with respect to disiohatand amounts payable upon liquida
redemption or repayment, and mature in 2035. Theserities are classified as subordinated debeniorthe liability section of our conden
consolidated balance sheet.
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Convertible Preferred Debentureg\t June 30, 2010, we had $19.9 million of conveetipreferred debentures outstanding, net of
million of deferred debt issuance cost. We isstnedé shares of Series A Preferred Stock to JIMPpGErau and certain of its affiliates for
aggregate purchase price of $20.0 million. TheeSef Preferred Stock entitles the holders to recaicumulative dividend of 10% per yt
subject to an increase to the extent any quarteniymon stock dividends exceed $0.20 per shareciitrent dividend rate is 10.0% basec
the 2010 second quarter common stock dividend df860The Series A Preferred Stock is convertibte shares of our common stock be
on a conversion price of $8.00 per share of comstock, which represents a conversion rate of twbarehalf (2 ¥2) shares of common st
for each share of Series A Preferred Stock. Althef 1 million shares of Series Preferred Stockedsy us remain outstanding at June
2010. Any shares of Series A Preferred Stockrdmiain outstanding on December 31, 2010 must keeradd in exchange for the liquida
amount, which is $20.00 per share plus all accrarmd unpaid dividends on such shares. Because ©ithndatory redemption feature,
classify these securities as a liability on ouiabak sheet.

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

In order to reduce these risks, we enter into @derate swap agreements whereby we receive ftpadite payments in exchange
fixed rate payments, effectively converting our rslierm repurchase agreement borrowing or CDOsfixea rate. We also enter into intel
rate cap agreements whereby, in exchange for avfeare reimbursed for interest paid in excessaufrdractually specified capped rate.

Derivative financial instruments contain credikrie the extent that the institutional countergartinay be unable to meet the terrr
the agreements. We minimize this risk by limitingr @ounterparties to major financial institutionghvgood credit ratings. In addition,
regularly monitor the potential risk of loss withyaone party resulting from this type of credikrié.ccordingly, we do not expect any mate
losses as a result of default by other partieschnhot guaranty we do not have counterparty feslur

We enter into derivative transactions solely f@krinanagement purposes. The decision of whetheota given transaction, o
portion thereof, is hedged is made on a casedsg basis, based on the risks involved and otftéors as determined by senior managet
including the financial impact on income and asgdtiation and the restrictions imposed on REIT lmgl@ctivities by the Internal Rever
Code, among others. In determining whether to hedgsek, we may consider whether other assetdlitiab, firm commitments and anticipat
transactions already offset or reduce the risk. tidhsactions undertaken as a hedge are enterdvitit a view towards minimizing tl
potential for economic losses that could be inalbg us. Generally, all derivatives entered inte iatended to qualify as cash flow hedges
this end, terms of the hedges are matched closehetterms of hedged items.

At June 30, 2010, the Company had $93.4 millionamatl in interest rate swaps outstanding with arf@rket value of $(2.0) millio
In addition, the Company had $162.8 million notibimaoutstanding interest rate caps with a fair kearvalue of $0. Both the interest 1
swaps and interest rate caps qualify as cashflalgéwfor purposes of reporting.

Balance Sheet Analysis - Stockholders’ Equity

Stockholders’equity at June 30, 2010 was $65.0 million and ideth $15.6 million of net unrealized gains on avddafor sal
securities and a $2.0 million unrealized loss e#ldb cashflow hedges presented as accumulatedantimprehensive income/(loss).

40




Results of Operations
Overview of Performance

For the three and six months ended June 30, 204 0¢gported net income of $1.5 million and $4.2 ionil) respectively, as compa
to net income of $2.5 million and $4.6 million, pestively, for the same periods in 2009. The maimonents of the change in net income
the three and six months ended June 30, 2010 apatethto the same periods for the prior year ataildd in the following table (doll.
amounts in thousands, except per share data):

For the Three Months For the Six Months
Ended June 30, Ended June 30
2010 2009 Difference 2010 2009 Difference
Net interest incom $ 2690 $ 4,15¢ % (1,468 $ 6,09¢ $ 8,25: $ (2,159
Provision for loan losses (600) (259) (341 (602) (88¢) 28¢
Impairment loss on investment
securities — — — — (119 11¢
Realized gain on securities 1,291 141 1,15C 2,09¢ 264 1,83¢
General, administrative and othe¢
expenses 2,107 1,602 50E 3,96° 3,172 791
Income from continuing
operations 1,27¢ 2,43¢ (1,169 3,631 4,337 (70¢€)
Income from discontinued
operation - net of tax 26¢ 10¢ 15¢ 57¢ 264 31t
Net income $ 154: % 2547 % (1,005 $ 421 $ 4,601 $ (391)
Basic income per common shar$ 0.1€ $ 027 $ 0.17) $ 04t 3 04¢ $ (0.09)
Diluted income per common shz$ 0.1€ $ 027 $ 0.1) $ 04t % 04¢ % (0.09

The decrease in net income of $1.0 million fordoerter ended June 30, 2010 as compared to theszniod in the previous year v
due primarily to a $1.5 million decrease in neeiast margin on the investment portfolio and Ioaglsl in securitization trusts, a $0.3 mill
increase in provision for loan losses, and a $dlbom increase in general, administrative and otbepenses, partially offset by an increas
$1.2 million in realized gain on securities. Thelie in net interest margin in the quarter endeteJ30, 2010 as compared to the quarter ¢
June 30, 2009 was due a decrease in our averag@@assets of approximately $206.7 million. In iidd, the second quarter net inte
income was negatively impacted by the Fannie Mdiagigent loan buyout program which resulted in meréase in amortization of premi
expense of approximately $0.3 million. The geneadiministrative and other expenses increase & flion in the period ended June
2010 as compared to June 30, 2009 was due mairdy tocrease in management fees as the Company begedeploy assets in alterna
strategies in mid 2009.

The decrease in net income of $0.4 million for shemonths ended June 30, 2010 as compared t@the period in the previous y
was primarily due to a decrease of $2.2 milliomet interest margin, an increase in general, aditnative and other expenses of $0.8 mill
partially offset by an increase of $1.8 millionrealized gain on securities, a $0.3 million decegagprovision for loan losses and a $0.1 mil
decrease in impairment loss on investment secstritie
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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, nolgency RBMS, loans held in securitization trustd &1LOs. The net interest spread is impacte
factors such as our cost of financing, the interat our investments are earning and our inteedst hedging strategies. Furthermore
amount of premium or discount paid on purchasetfgir investments and the prepayment rates onf@artinvestments will impact the r
interest spread as such factors will be amortiaest the expected term of such investments. THeviirhg tables set forth the changes in
interest income, yields earned on securities andgage loans and rates on financial arrangementhéothree and six months ended Jun:

2010 and 2009 (dollar amounts in thousands, exazpbted):

For the Three Months Ended June 30,

2010
Average Yield/ Average Yield/
Balance Amount Rate Balance Amount Rate
($ Millions) ($ Millions)
Interest income:
Investment securities and loans
held in the securitization
trusts $ 441*% $ 4,65: 4.272% 629.C $ 7,81¢ 4.97%
Amortization of net premium (47.7) 532 1.35% (28.5) (198 0.12%
Interest income/weighted averagep 393.¢ $ 5,18¢ 5.2% 600.5E $ 7,621 5.09%
Interest expense:
Investment securities and loans
held in the securitization
trusts $ 317.¢ $ 1,28¢ 1.5¢% 545¢ $ 2,041 1.48%
Subordinated debentures 45.C 673 5.85% 45.C 80¢& 7.1(%
Convertible preferred debentures 20.C 53¢ 10.5% 20.( 60¢ 12.0%
Interest expense/weighted avera 382.¢ $ 2,49t 2.55% 610.¢ $ 3,46: 2.2%
Net interest income/weighte
average $ 2,69( 2.72% $ 4,15¢ 2.85%
For the Six Months Ended June 30,
2010
Average Yield/ Average Yield/
Balance Amount Rate Balance Amount Rate
($ Millions) ($ Millions)
Interest income:
Investment securities and loans
held in the securitization
trusts $ 457.¢ $ 9,99: 4.31% 713.¢ $ 16,25¢ 4 55%
Amortization of net premium (48.3) 1,41 1.2(% (15.0 (49 0.0¢%
Interest income/weighted averagep 409.F $ 11,40¢ 5.57% 698.6 $ 16,20¢ 4.6/%
Interest expense:
Investment securities and loans
held in the securitization
trusts $ 330.¢ $ 2,67¢ 1.6(% 618.2 $ 5,17 1.67%
Subordinated debentures 45.C 1,432 6.2% 45.C 1,632 7.25%
Convertible preferred debentures 20.C 1,20( 11.8% 20.C 1,14¢ 11.45%
Interest expense/weighted avera@ 395.¢ $ 5,30¢ 2.65% 683.: $ 7,954 2.3%
Net interest income/weighte
average $ 6,09¢ 2.92% $ 8,25 2.31%
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The following table sets forth, among other thindpe net interest spread since inception for autfplio of investment securiti
available for sale, mortgage loans held for investtrand mortgage loans held in securitization $ruskcluding 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)

June 30, 2010 $ 393.¢ 4.22 % 5.28 % 1.58 % 3.70 % 20.5%

March 31, 2010 $ 425.1 4.50 % 5.85 % 1.60 % 4.25% 18.6 %

December 31, 2009 $ 476.¢ 4.75 % 5.78 % 1.45% 4.33 % 18.1 %

September 30, 2009 $ 571.C 4.98 % 5.60 % 1.47 % 413 % 225 %

June 30, 2009 $ 600.t 4.99 % 5.09 % 1.48 % 3.61 % 21.4 %

March 30, 2009 $ 797.2 422 % 431 % 1.79% 2.52 % 12.3%

December 31, 2008 $ 841.7 477 % 4.65 % 3.34 % 1.31% 9.2 %

September 30, 2008 $ 874.t 481 % 472 % 3.36 % 1.36 % 13.8%

June 30, 2008 $ 899.: 4.86 % 4.78 % 3.35% 1.43 % 14.0 %

March 30, 2008 $ 1,019.: 5.24 % 5.20 % 4.35% 0.85 % 13.0%

December 31, 2007 $ 799.2 5.90 % 5.79 % 5.33% 0.46 % 19.0 %

September 30, 2007 $ 865.7 5.93 % 572 % 5.38 % 0.34 % 21.0%

June 30, 2007 $ 948.¢ 5.66 % 5.55 % 5.43 % 0.12 % 21.0%

March 30, 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 % 512 % 0.16 % 20.7 %

June 30, 2006 $ 1,217.¢ 5.29 % 5.08 % 4.30 % 0.78 % 19.8 %

March 30, 2006 $ 1,478.€ 4.85 % 4.75 % 4.04 % 0.71 % 18.7 %

December 31, 2005 $ 1,499.( 4.84 % 4.43 % 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 30, 2005 $ 1477.¢ 4.39 % 401 % 2.86 % 1.15% 29.2 %
December 31, 2004 $ 1,325.% 4.29 % 3.84 % 2.58 % 1.26 % 23.7 %

September 30, 2004 $ 776.5 4.04 % 3.86 % 2.45 % 141 % 16.0 %

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended For the Six Months Ended
June 30, June 30,

General, Administrative and Other Expenses: 2010 2009 % Change 2010 2009 % Chang
Salaries and benefits $ 284 $ 472 (39.)% $ 817 $ 1,01: (19.9) %
Professional fees 303 357 (15.1) % 58t 69¢ (16.2) %
Management fees 74C 24t 202.(% 1,20¢ 427 182.(%

Other 78C 52¢ 47.1% 1,35 1,034 31.2%
Total $ 2107 $ 1,607 315% $ 3961 $  3,17- 24.5%

The increase in general, administrative and otlxperses of $0.5 million for the quarter ended J8@e2010 as compared to
quarter ended June 30, 2009 was mainly due to@ease in management fees of $0.5 million. Theegme in management fees is relate
incentive fees earned from investments that wetited in the second quarter of 2009 and not fdéyployed until the third quarter of 20
The incentive fees were generated from realizedsgaibm sales of non-Agency RMBS and excess intestarns from our CLO and non-
Agency RMBS investments. In addition, the Compasgorded a one-time $0.2 million charge relatethto Companys payroll processir
provider’s failure to remit the Comparsyiithheld payroll taxes. The Company is part efass action lawsuit to recover damages from &
the payroll processing provider or its officers.
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Off-Balance Sheet Arrangements

Since inception, we have not maintained any refatiips with unconsolidated entities or financiattparships, such as entities of
referred to as structured finance or special pepadities, established for the purpose of fatifitaoff-balance sheet arrangements or ¢
contractually narrow or limited purposes. Furtheg have not guaranteed any obligations of uncateteld entities nor do we have |
commitment or intent to provide funding to any susftities. Accordingly, we are not materially egpd 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 committadn repay borrowings, fu
and maintain investments, fund our operations, gigigends to our stockholders and other generainless needs. We recognize the nes
have funds available for our operating businessdsnaeet these potential cash requirements. Ousiments and assets generate liquidit
an ongoing basis through mortgage principal andrést payments, prepayments and net earnings hieldtp payment of dividends.
addition, depending on market conditions, the sdlénvestment securities or capital market trarieast may provide additional liquidit
We intend to meet our liquidity needs through ndroperations with the goal of avoiding unplannekbsaf assets or emergency borrowin
funds. At June 30, 2010, we had $34.0 million iahcé$79.7 million in unencumbered securities, ideig $23.8 million of Agency RMBS, a
borrowings of $60.3 million under outstanding reghase agreements. A forward sale of securitieb28f0 million settled in July 2010.
June 30, 2010, we also had longer-term capitaluress, including CDOs outstanding of $241.1 millaowd subordinated debt of $45.0 million.

The Company also has $19.9 million of its convéetireferred debentures (also referred to as SArieeeferred Stock) outstandil
net of deferred issuance costs. The Series A Peefestock matures on December 31, 2010, at whink tve must redeem any outstan:
shares at the $20.00 per share liquidation prefergiius any accrued and unpaid dividends at thag.tiThe Series A Preferred Stoc
convertible into shares of the Compasigommon stock based on a conversion price of $§80&hare of common stock, which represe
conversion rate of two and omlf (2 %2) shares of common stock for each shai®eoies A Preferred Stock. As of August 2, 2010)% o
the Series A Preferred Stock remained outstandihgh represents an aggregate redemption pricéu@ing accrued and unpaid dividends
approximately $20.0 million. In the event we arguieed to redeem all or a portion of the outstagdberies A Preferred Stock at Decembe
2010, we expect to use working capital or otheritahjgources to satisfy the redemption terms. Bameaur current investment portfol
leverage ratio and available borrowing arrangementsbelieve our existing cash balances, fundslablaiunder our current repurch
agreements and cash flows from operations will maetiquidity requirements for at least the nektrionths.

We had outstanding repurchase agreements, a foawllaferalized shorterm borrowing, with four different financial inttions as ¢
June 30, 2010. These agreements are secured ®ygeacy RMBS and bear interest rates that haveriisdty moved in close relationship
LIBOR. Our borrowings under repurchase agreemergsbased on the fair value of our mortgage baclkedrgties portfolio. Interest re
changes can have a negative impact on the valuatithese securities, reducing the amount we caroWounder these agreements. Morec
our repurchase agreements allow the counterpddidgtermine a new market value of the collatevaleflect current market conditions :
because these lines of financing are not committexicounterparty can call the loan at any time ¢bunterparty determines that the valt
the collateral has decreased, the counterpartyinitégte a margin call and require us to eithertpaaiditional collateral to cover such decre
or repay a portion of the outstanding borrowing,mimimal notice. Moreover, In the event an existowunterparty elected to not reset
outstanding balance at its maturity into a new refpase agreement, we would be required to repaytitetanding balance with cast
proceeds received from a new counterparty or teeader the mortgageacked securities that serve as collateral footitetanding balance,
any combination thereof. If we are unable to sedimancing from a new counterparty and had to swtee the collateral, we would expec
incur a significant loss.

At June 30, 2010 our leverage ratio for our RMB8estment portfolio, which we define as our outstagdndebtedness unc
repurchase agreements divided by stockholdsgaity, was approximately 1 to 1. We have contintgedtilize significantly less leverage tt
our targeted overall leverage of 4 to 5 times dwehe ongoing repositioning of our investment paditf from one primarily focused «
leveraged Agency RMBS and prime ARM loans helddausitization trusts to a more diversified portfothat includes elements of credit |
with reduced leverage and the greater than ant&ipamount of time involved in identifying suitabfew investment opportunities ¢
redeploying the capital. Because financing for aarbf the assets that introduce credit risk resainfavorable, to date, we have used
from operating activities to finance assets otliemtAgency RMBS and mortgage loans held in seezatitin trusts. We may, howey
increase leverage in the future by increasing dUBR position, particularly our Agency RMBS positias market opportunities warrant.
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We enter into interest rate swap agreements aschansm to reduce the interest rate risk of the B\MBrtfolio. At June 30, 201
we had $93.4 million in notional interest rate swaptstanding. Should market rates for similamtérterest rate swaps drop below the f
rates we have agreed to on our interest rate swapsyill be required to post additional margin ke tswap counterparty, reducing availi
liquidity. At June 30, 2010, we pledged $2.2 ioill in cash margin to cover decreased valuation®do interest rate swaps. The weig|
average maturity of the swaps was 2.1 years at30n2010.

As it relates to loans sold previously under certaan sale agreements by our discontinued mortggaging business, we may
required to repurchase some of those loans or indgrthe loan purchaser for damages caused by achref the loan sale agreement. Ir
recent past, we have addressed these repurchassteqy attempting to negotiate a net cash settlebrased on the actual or assumed lo
the loan in lieu of repurchasing the loans. Wequkcally receive repurchase requests, each of whianagement reviews to determine, b
on managemerg’ experience, whether such request may reasonabieémed to have merit. As of June 30, 2010, theuat of repurcha:
requests outstanding was approximately $2.0 millagainst which we had a reserve of approximatelg #illion. We cannot assure you |
we will be successful in settling the remaininguehase demands on favorable terms, or at alkelére unable to successfully resolve or ¢
these demands as they arise from time to timeliquidity could be adversely affected.

We have paid a cash dividend on our common stodkSaries A Preferred Stock each quarter since M20€18. See Note 11 fo
presentation of cash dividends declared and paidsbygince January 1, 2009. Our board of direatoliscontinue to evaluate our comm
stock dividend policy each quarter and will mak@iatinents as necessary, based on a variety ofrfadgheluding, among other things, the n
to maintain our REIT status, our financial conditidiquidity, earnings projections and businessspezts. Our common stock dividend pc
does not constitute an obligation to pay dividemdsich only occurs when our board of directors dexs a dividend.

We intend to make distributions to our stockholderscomply with the various requirements to mamtaur REIT status and
minimize or avoid corporate income tax and the maludtible excise tax. However, differences in tigmbetween the recognition of RE
taxable income and the actual receipt of cash coedglire us to sell assets or to borrow funds cshaertterm basis to meet the RE
distribution requirements and to avoid corporatmime tax and the nondeductible excise tax.

Advisory Agreement

From January 18, 2008 to July 26, 2010, we weréypgaran advisory agreement with HCS that paid HClgase advisory fee &
made available incentive compensation in returnH@S advising, managing and making investmentsedralb of the Managed Subsidiar
On July 26, 2010, we entered into an Amended arstafs Advisory Agreement (the “New Advisory Agremrti) with HCS, pursuant
which HCS will provide investment advisory servitesus and will manage “new program asseisjuired after the date of the New Advis
Agreement on our behalf. The terms for new progassets, including the compensation payable thderuwo HCS by us, will be negotia
on a transaction-by-transaction basis. For thase program assets identified as “Managed Ass#€S will be (A) entitled to receive
guarterly base advisory fee (payable in arrearghiamount equal to the product of (i) ¥ of the dimed cost of the Managed Assets as o
end of the quarter, and (ii) 2%, and (B) eligildestarn incentive compensation on the Managed Asseé&ach fiscal year during the term of
Agreement in an amount (not less than zero) equadb® of the GAAP net income attributable to thenlsiged Assets for the full fiscal yi
(including paid interest and realized gains), affieing effect to all direct expenses related te Ehanaged Assets, including but not limitec
the annual consulting fee (described below) ane laavisory fees, that exceeds a hurdle rate of h&86d on our average equity investe
Managed Assets during that particular year. Fos¢hnew program assets identified as Scheduleds44€S will receive the compensati
which may include base advisory and incentive camapgon, agreed upon between the HCS and us thdtenget forth in a term sheet or ot
documentation related to the transaction. HCS aldlb continue to be eligible to earn incentive persation on those assets held by us
the effective date of the New Advisory Agreemerdttare deemed to be managed assets under theaphigory agreement. Incent
compensation for these “legacy assetdl be calculated in the manner prescribed in phier advisory agreement. Lastly, during the teni
the New Advisory Agreement, we will pay HCS an aaintonsulting fee equal to $1 million, subject éaluction under certain circumstan
payable on a quarterly basis in arrears, for caimgubnd support services related to finance, eapitarkets, investment and other strat
activities of our company.

The New Advisory Agreement will have an initial rethat expires on June 30, 2012, subject to auioraahual onerear renewa
thereafter. The Company may terminate the Agreémealect not to renew the Agreement, subjectettain conditions and subject to pay
a termination fee equal to the product of (A) In8l éB) the sum of (i) the average annual base adyige earned by HCS during the &wontt
period preceding the effective termination datel @i the annual consulting fee. As of July 26,19, the Company owned no Managed A
and approximately $0.4 million of Scheduled Assetder the New Advisory Agreement. A more detadedcription of the material terms,
well as a copy of the new Advisory Agreement aduded in a Current Report on FornK&iled by the Company with the SEC on July
2010.
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For the three and six months ended June 30, 204(@aid HCS a base advisory fee of $0.2 million $@d million, respectively ai
incentive compensation of $0.6 million and $0.8liomi, respectively. As of June 30, 2010, HCS wasaging approximately $43.3 million
assets on our behalf under the prior advisory ageae

Inflation

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

Iltem 3. Quantitative and Qualitative Disclosures hout Market Risk

Market risk is the exposure to loss resulting framanges in interest rates, credit spreads, for@igrency exchange rates, commo
prices and equity prices. Because we are investtly in U.S.dollar denominated instruments, primarily residanmortgage instrumen
and our borrowings are also domestic and U.S. ddéaominated, we are not subject to foreign cuyesxchange, or commodity and eq
price risk; the primary market risk that we are @sgd to is interest rate risk and its related &rgirisks. Interest rate risk is highly sensitte
many factors, including governmental monetary amdpolicies, domestic and international economid palitical considerations and ot
factors beyond our control. All of our market risdnsitive assets, liabilities and related densggiositions are for non-trading purposes only.

Management recognizes the following primary risksagiated with our business and the industry ircivlaie conduct business:

. Interest rate risk

. Liquidity risk

. Prepayment risk

. Credit risk

. Market (fair value) risk

Interest Rate Risk

Interest rates are sensitive to many factors, dioly governmental, monetary, tax policies, domeatid international econon
conditions, and political or regulatory matters dweg 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 &me interest rate swaps and ¢
we use to hedge our portfolio. All of our portfolisterest market risk sensitive assets, liabilia@sl related derivative positions are man;
with a long term perspective and are not for trgginrposes.

Interest rate risk is measured by the sensitivityoar current and future earnings to interest nattatility, variability of sprea
relationships, the difference in peicing intervals between our assets and liabflifed the effect that interest rates may have orcash flows
especially the speed at which prepayments occuuomesidential mortgage related assets. Changieseirest rates can affect our net inte
income, which is the difference between the inteiesome earned on assets and our interest exgensered in connection with o
borrowings.

Our adjustableate hybrid ARM assets reset on various datesateahot matched to the reset dates on our repwedmesements.
general, the repricing of our repurchase agreenmusrs more quickly than the repricing of our &&sEirst, our floating rate borrowings n
react to changes in interest rates before our ttjlesrate assets because the weighted averageeqaiting dates on the related borrowi
may have shorter time periods than that of thestdhle rate assets. Second, interest rates onaupisate assets may be limited tgpariodic
cap”or an increase of typically 1% or 2% per adjustnpartod, while our borrowings do not have compadiohitations. Third, our adjustat
rate assets typically lag changes in the applicaitérest rate indices by 45 days due to the nqtezéod provided to adjustable rate borrov
when the interest rates on their loans are schddalehange.
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We seek to manage interest rate risk in the pdotfoy utilizing interest rate swaps, caps and Eallad futures, with the goal
optimizing the earnings potential while seekingntaintain long term stable portfolio values. We ammlly monitor the duration of o
mortgage assets and have a policy to hedge thecfima such that the net duration of the assetsbortmowed funds related to such assets
related hedging instruments, are less than one year

Interest rates can also affect our net return oborilyARM securities and loans net of the cost afaficing 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 fundfated to such assets, and related hedging mstits are less than one year. Duri
declining interest rate environment, the prepaynoémtybrid ARMs may accelerate (as borrowers maytopefinance at a lower rate) caus
the amount of liabilities that have been extendgdhie use of interest rate swaps to increase veléi the amount of hybrid ARMs, possi
resulting in a decline in our net return on hybABMs as replacement hybrid ARMs may have a loweldyithan those being prep:
Conversely, during an increasing interest rate renvent, hybrid ARMs may prepay slower than expictequiring us to finance a higl
amount of hybrid ARMs than originally forecast aatda time when interest rates may be higher, lieguih a decline in our net return on hyt
ARMSs. Our exposure to changes in the prepaymergdspef hybrid ARMs is mitigated by regular monitayiof the outstanding balance
hybrid ARMs, and adjusting the amounts anticipat®de outstanding in future periods and, on a weghlsis, making adjustments to
amount of our fixed-rate borrowing obligations foture periods.

We utilize a model based risk analysis system sisaf projecting portfolio performances over arsario of different interest rat
The model incorporates shifts in interest ratesnges in prepayments and other factors impactiagvéttuations of our financial securiti
including mortgage-backed securities, repurchaseeagents, interest rate swaps and interest rate cap

Based on the results of the model, instantaneocaisgds in interest rates would have the followirfgafon net interest income for-
six months ended June 30, 2010 (dollar amountsangands):

Changes in Net Interest Income
Changes in Net Interes

Changes in Interest Rates Income
+200 $ (854)
+100 $ (267)
-100 $ (1051

Interest rate changes may also impact our net lvabke as our mortgage assets and related hedgeatilgs are marked-toarke
each quarter. Generally, as interest rates increhsevalue of our mortgage assets decreases aindeasst rates decrease, the value of
investments will increase. In general, we wouldestthowever that, over time, decreases in valueuofportfolio attributable to interest r.
changes will be offset, to the degree we are hedgedhcreases in value of our interest rate swapd, vice versa. However, the relation:
between spreads on securities and spreads on sa@psary from time to time, resulting in a net aggate book value increase or dec
However, unless there is a material impairmentalue that would result in a payment not being nemion a security or loan, changes ir
book value of our portfolio will not directly affeour recurring earnings or our ability to makeigtribution to our stockholders.
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Liquidity Risk

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committadn repay borrowings, fu
and maintain investments, pay dividends to ourldtoltlers and other general business needs. Wenizeotheneed to have funds available
operate our business. It is our policy to have adegliquidity at all times. We plan to meet ligitycthrough normal operations with the goa
avoiding unplanned sales of assets or emergencgwing of funds.

Our principal sources of liquidity are the repureh@agreements on our RMBS, the CDOs we have igsuiiitance our loans held
securitization trusts, the principal and intereayrmpents from mortgage assets and cash proceedstlfi@nissuance of equity securities
market and other conditions permit). We believe existing cash balances and cash flows from omeratwill be sufficient for our liquidit
requirements for at least the next 12 months.

As it relates to our investment portfolio, derivatifinancial instruments we use to hedge interast risk subject us to “margin call”
risk. If the value of our pledged assets decread#s,to a change in interest rates, credit chaiatits, or other pricing factors, we may
required to post additional cash or asset collgterareduce the amount we are able to borrowesusethe collateral. Under our interest
swaps typically we pay a fixed rate to the courdeips while they pay us a floating rate. If instreates drop below the fixed rate we
paying on an interest rate swap, we may be requir@dst cash margin.

Prepayment Risk

When borrowers repay the principal on their morgbigns before maturity or faster than their schestiamortization, the effect is
shorten the period over which interest is earnaed,therefore, reduce the yield for mortgage agaetshased at a premium to their then cu
balance, as with the majority of our assets. Cavlgr mortgage assets purchased for less thanthegircurrent balance exhibit higher yie
due to faster prepayments. Furthermore, prepayspsdds exceeding or lower than our modeled prepatyspeeds impact the effectivenes
any hedges we have in place to mitigate financind/a fair value risk. Generally, when market ietgrrates decline, borrowers ha\
tendency to refinance their mortgages, therebyesing prepayments.

Our prepayment model will help determine the amadritedging we use to offet changes in interest rates. If actual prepaymate:
are higher than modeled, the yield will be lessitheodeled in cases where we paid a premium fopéngcular mortgage asset. Convers
when we have paid a premium, if actual prepaymatesrexperienced are slower than modeled, we waulattize the premium over a lon
time period, resulting in a higher yield to matyrit

In an increasing prepayment environment, the timilifference between the actual cash receipt ofcjpal paydowns and t
announcement of the principal paydown may resudtiditional margin requirements from our repurcheg®ement counterparties.

We mitigate prepayment risk by constantly evalypiinir mortgage assets relative to prepayment spaestrved for assets witl
similar structure, quality and characteristics.tRermore, we stredest the portfolio as to prepayment speeds andesiteate risk in order
further develop or make modifications to our hetigéances. Historically, we have not hedged 100%unfliability costs due to prepaym
risk.

Credit Risk

Credit risk is the risk that we will not fully celtt the principal we have invested in mortgage doan other assets due to ei
borrower defaults, or a counterparty failure. Oartfwlio of loans held in securitization trusts @fsJune 30, 2010 consisted of approxime
$251.0 million of securitized first liens origindtén 2005 and earlier. The securitized first lievere principally originated by our subsidie
HC, prior to our exit from the mortgage lending iness. These are predominately high-quality loaitk an original average loan-tlue
(“LTV") ratio at origination of approximately 70.2%, and arginal average borrower FICO score of approxehatr30. In additior
approximately 66.5% of these loans were originatét full income and asset verification. While weef that our origination and underwrit
of these loans will help to mitigate the risk ajrsificant borrower default on these loans, we cam@mssure you that all borrowers will contil
to satisfy their payment obligations under thesmtoand thereby avoid default.
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As of June 30, 2010, we owned approximately $34ilBom of formally rated AAA non-Agency RMBS seniaecurities. The non-
Agency RMBS has a weighted amortized purchase pfie@proximately 71.1% of current par value adwfe 30, 2010. Management belie
the purchase price discount coupled with the cragiport within the bond structure protects our pany from principal loss under most st
scenarios for these ndkgency RMBS. In addition, we own approximately $illion of collateralized loan obligations atdéscounte
purchase price equal to 22.1% of par. The seesrétire backed by a portfolio of 136 middle markeporate loans.

Market (Fair Value) Risk

Changes in interest rates also expose us to measkethat the market value (fair value) on our &s$eay decline. For certain of -
financial instruments that we own, fair values wibt be readily available since there are no adtiading markets for these instrument
characterized by current exchanges between wipiadies. Accordingly, fair values can only be dedvor estimated for these investm
using various valuation techniques, such as comgultie present value of estimated future cash flasisg discount rates commensurate
the risks involved. However, the determination efireated future cash flows is inherently subjectarsd imprecise. Minor changes
assumptions or estimation methodologies can havatarial effect on these derived or estimatedvalues. These estimates and assumg
are indicative of the interest rate environment®fagune 30, 2010, and do not take into considmnatie effects of subsequent interest
fluctuations.

We note that the values of our investments in nagédpacked securities and in derivative instrumentisnaily interest rate hedg
on our debt, will be sensitive to changes in mankietrest rates, interest rate spreads, crediaggrand other market factors. The value of
investments can vary and has varied materially fp@mod to period. Historically, the values of anortgage loan portfolio have tended to \
inversely with those of its derivative instruments.

The following describes the methods and assumptiengse in estimating fair values of our finanaistruments:

Fair value estimates are made as of a specifid poitme based on estimates using present valwther valuation techniques. Th
techniques involve uncertainties and are signifigaaifected by the assumptions used and the jud¢gn@ade regarding risk characteristic
various financial instruments, discount rates neste of future cash flows, future expected lossedrpce and other factors.

Changes in assumptions could significantly affeese estimates and the resulting fair values. Bdrfair value estimates cannot
substantiated by comparison to independent madeds in many cases, could not be realized in anediate sale of the instrument. Al
because of differences in methodologies and assonsptised to estimate fair values, the fair valused by us should not be compared to t
of other companies.

The fair values of the Company's RMBS are genekslsed on market prices provided by dealers wheemedrkets in these financ
instruments. If the fair value of a security is neasonably available from a dealer, managemeinatsts the fair value based on characteri
of the security that the Company receives fromigkaer and on available market information.

The fair value of mortgage loans held in securitiwa trusts is estimated using pricing models asking into consideration t
aggregated characteristics of groups of loans as¢lbut not limited to, collateral type, index.eirgst rate, margin, length of fixedte perioc
life cap, periodic cap, underwriting standards, agd credit estimated using the estimated markieeprfor similar types of loans. Due
significant market dislocation over the past 18 thensecondary market prices were given minimabtéig in determining the fair value
these loans at June 30, 2010 and December 31, 2009.

The fair value of our CDOs is based on discounteghdlows as well as market pricing on comparalie.
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The market risk management discussion and the amm@stimated from the analysis that follows arevérd{ooking statements tt
assume that certain market conditions occur. Aatesliits may differ materially from these projectedults due to changes in our portf
assets and borrowings mix and due to developmarttseidomestic and global financial and real estsekets. Developments in the finan
markets include the likelihood of changing intemeges and the relationship of various interegsraind their impact on our portfolio yield, ¢
of funds and cash flows. The analytical methods W& use to assess and mitigate these marketsiekdd not be considered projection
future events or operating performance.

As a financial institution that has only investaedd.S.dollar denominated instruments, primarily residgmaortgage instruments, &
has only borrowed money in the domestic marketamenot subject to foreign currency exchange orroodity price risk. Rather, our mar
risk exposure is largely due to interest rate rigkerest rate risk impacts our interest incomegrigst expense and the market value on a
portion of our assets and liabilities. The manag#noé interest rate risk attempts to maximize eaygiand to preserve capital by minimiz
the negative impacts of changing market ratest asskliability mix, and prepayment activity.

The table below presents the sensitivity of thekatwalue and net duration changes of our portfasieof June 30, 2010, usin
discounted cash flow simulation model assumingnastantaneous interest rate shift. Application @ thethod results in an estimation of
fair market value change of our assets, liabiliind hedging instruments per 100 basis point (“Bpift in interest rates.

The use of hedging instruments is a critical pdrbuar interest rate risk management strategies, thadeffects of these hedg
instruments on the market value of the portfolie egflected in the model's output. This analyss dbkes into consideration the valu
options embedded in our mortgage assets includingtraints on the rpricing of the interest rate of assets resultirgrfiperiodic and lifetim
cap features, as well as prepayment options. Assetdiabilities that are not interest ratensitive such as cash, payment receivables, g
expenses, payables and accrued expenses are ekclude

Changes in assumptions including, but not limitgdvblatility, mortgage and financing spreads, psgpent behavior, defaults, as v
as the timing and level of interest rate changdkaffiect the results of the model. Therefore, attesults are likely to vary from mode

results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amount in thousands)
+200 $ (7,260 0.56 years
+100 $ (2,500; 0.49 years
Base — 0.30 years
-100 $ 1,04¢ 0.19 years

It should be noted that the model is used as attoinlentify potential risk in a changing intereate environment but does not incl
any changes in portfolio composition, financingastgies, market spreads or changes in overall mbakélity.

Based on the assumptions used, the model outpgestga very low degree of portfolio price chaniyermincreases in interest ra
which implies that our cash flow and earning chemastics should be relatively stable for compagatilanges in interest rates.

Although market value sensitivity analysis is widatcepted in identifying interest rate risk, iedanot take into consideration char

that may occur such as, but not limited to, charigesvestment and financing strategies, changasarket spreads and changes in bus
volumes. Accordingly, we make extensive use ofamiags simulation model to further analyze ouelef interest rate risk.
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There are a number of key assumptions in our egsréimulation model. These key assumptions inctideges in market conditic
that affect interest rates, the pricing of ARM puots, the availability of investment assets andahailability and the cost of financing
portfolio assets. Other key assumptions made imguie simulation model include prepayment speads@anagement's investment, finan
and hedging strategies, and the issuance of neitye@e typically run the simulation model undevariety of hypothetical business scene
that may include different interest rate scenardifferent investment strategies, different prepapmpossibilities and other scenarios
provide us with a range of possible earnings outedm order to assess potential interest rate Tis&.assumptions used represent our est
of the likely effect of changes in interest ratesl @o not necessarily reflect actual results. Témmiags simulation model takes into acce
periodic and lifetime caps embedded in our assetieiermining the earnings at risk.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Proceduréd/e maintain disclosure controls and proceduresdhadesigned to ensure
information required to be disclosed in the repthts we file or submit under the Securities ExdeAct of 1934, as amended, is recor
processed, summarized and reported within the tie@ods specified in the rules and forms of the SBAd that such information
accumulated and communicated to our managemenmpasmiate to allow timely decisions regarding riegd disclosures. An evaluation v
performed under the supervision and with the padiion of our management, including our Chief Bxae Officer and Chief Financi
Officer, of the effectiveness of our disclosure ttols and procedures (as defined in Rules 13a-1&fe) 15di5(e) under the Securit
Exchange Act of 1934, as amended) as of June 3M.2Based upon that evaluation, our Chief Exeeu@ifficer and Chief Financial Offic
concluded that our disclosure controls and procesiwere effective as of June 30, 2010.

Changes in Internal Control over Financial RepoginThere has been no change in our internal contred financial reporting durir

the quarter ended June 30, 2010 that has mate&idgted, or is reasonably likely to materiallfeat, our internal control over financ
reporting.
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PART Il. OTHER INFORMATION
Iltem 1A. Risk Factors

There have been no material changes to the ris&rgadisclosed in Item 1A. “Risk Factors” in ther@many’s Annual Report on Fot
10-K for the year ended December 31, 2009.

Item 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 &xgh Act of 1934, the registrant has duly causisdréport to be signed on its bel
by the undersigned thereunto duly authorized.

NEW YORK MORTGAGE TRUST, INC

Date: August 4, 2010 By: /s/ Steven R. Mumma
Steven R. Mumma

Chief Executive Officer, President and Chief Firnah©fficer
(Principal Executive Officer and Principal Finarid@ficer)
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Exhibit

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)

10.1

EXHIBIT INDEX

Description

Articles of Amendment and Restatement of New Yorkrtgage Trust, Inc. (Incorporated by reference xbiit 3.1 to th
Company’s Registration Statement on Form S-11led fivith the Securities and Exchange Commissiorgi§etion No. 333-
111668), effective June 23, 2004).

Articles of Amendment of the Registrantc@rporated by reference to Exhibit 3.1 to the ComyfmCurrent Report on Form 8-
filed on October 4, 2007).

Articles of Amendment of the Registrantc@rporated by reference to Exhibit 3.2 to the ComyfmCurrent Report on Form 8-
filed on October 4, 2007).

Articles of Amendment of the Registrantc@rporated by reference to Exhibit 3.1(d) to thenpany’s Current Report on Fol
8-K filed on May 16, 2008).

Articles of Amendment of the Registrantc@irporated by reference to Exhibit 3.1(e) to thenpanys Current Report on Fol
8-K filed on May 16, 2008).

Articles of Amendment of the Registrantqdmporated by reference to Exhibit 3.1(f) to ther@any’s Current Report on Fol
8-K filed on June 15, 2009).

Bylaws of New York Mortgage Trust, Inc.dtmporated by reference to Exhibit 3.2 to the ComyfmRegistration Statement
Form S-11 as filed with the Securities and Exchabgmmission (Registration No. 333-111668), effextiune 23, 2004).
Amendment No. 1 to Bylaws of New York Mortgage Trusc. (Incorporated by reference to Exhibit 3)2{b Registrant
Annual Report on Form 10-K filed on March 16, 2Q06)

Form of Common Stock Certificate. (Incorpodaby reference to Exhibit 4.1 to the CompaniRegistration Statement on Fc
S-11 as filed with the Securities and Exchange Ciwsion (Registration No. 333-111668), effectiveel@s, 2004).

Junior Subordinated Indenture between The New YMdidrtgage Company, LLC and JPMorgan Chase Bank,oNa
Association, as trustee, dated September 1, 20@&orporated by reference to Exhibit 4.1 to the @amny’s Current Report ¢

Form 8-K as filed with the Securities and Excha@genmission on September 6, 2005).

Amended and Restated Trust Agreement among The Yaw Mortgage Company, LLC, JPMorgan Chase Banktiadal
Association, Chase Bank USA, National Associatiod ¢he Administrative Trustees named therein, d&eptember 1, 20C

(Incorporated by reference to Exhibit 4.2 to therpany’s Current Report on FormkBas filed with the Securities and Excha
Commission on September 6, 2005).

Articles Supplementary Establishing and Fixing fRights and Preferences of Series A Cumulative Redbk Convertibl

Preferred Stock of the Company (Incorporated bgresfce to Exhibit 4.1 to the Company’s Current Repo Form 8K filed on
January 25, 2008).

Form of Series A Cumulative Redeemable Converfitskferred Stock Certificate (Incorporated by rafeeeto Exhibit 4.2 to tt
Company’s Current Report on Form 8-K filed on Jay®b, 2008).

New York Mortgage Trust, Inc. 2010 Stock Incent®ian (Incorporated by reference to Exhibit 10.2he Compan’'s Curren
Report on Form 8-K filed on May 17, 2010).
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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. I have reviewed this quarterly report on FormQ@@r the quarter ended June 30, 2010 of New Ywoktgage Trust, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anéitate a material fact neces:
to make the statements made, in light of the cistances under which such statements were madenisietading with respect to the per
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this report;

4. As both the principal executive officer and pipal financial officer, | am responsible for dstahing and maintaining disclost
controls and procedures (as defined in ExchangeRAites 13a-15(e) and 138d(e)) and internal control over financial repogtifas defined i
Exchange Act Rules 13a-15(f) and 15d-15(f)) fortbgistrant and have:

(@) Designed such disclosure controls and proceduresaused such disclosure controls and procedurds
designed under my supervision, to ensure that mhteformation relating to the registrant, incladi its
consolidated subsidiaries, is made known to methgrs within those entities, particularly duriting perioc
in which this report is being prepared;

(b) Designed such internal control over financial reipgr, or caused such internal control over finah@aorting
to be designed under my supervision, to provideaoeable assurance regarding the reliability of rfaial
reporting and the preparation of financial statet:eior external purposes in accordance with gely
accepted accounting principles;

(c) Evaluated the effectiveness of the registrant'slalisire controls and procedures and presentedsrepor
my conclusions about the effectiveness of the disgle controls and procedures, as of the end opehiec
covered by this report based on such evaluatiosh; an

(d) Disclosed in this report any change in the regigtsainternal control over financial reporting thatcurrec
during the registrant's most recent fiscal qua(ttes registrant's fourth fiscal quarter in the caban annue
report) that has materially affected, or is reabbnéikely to materially affect, the registrantistérnal contrc
over financial reporting; and

5. As the principal executive officer and princifimlancial officer, | have disclosed, based on mgshrecent evaluation of inter
control over financial reporting, to the registfardauditors and the audit committee of the regisga(or persons performing the equiva
functions):

(@) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancia
reporting which are reasonably likely to adversdfect 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 finadceporting.

Date: August 4, 2010
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and Chief Financial Officer
(Principal Executive Officer and Principal Finarid@ficer)




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 YdvWlortgage Trust, Inc, (the “Company”) on Form QOfor the quarter end
June 30, 2010, as filed with the Securities andhBrge Commission on the date hereof (the “Repaitt§, undersigned hereby certif;
pursuant to 18 U.S.C. § 1350, as adopted pursaasdtion 906 of the Sarbanes-Oxley Act of 200&t: th

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

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

Date: August 4, 2010 /sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and Chief Financial Officer
(Principal Executive Officer and Principal Finarictficer)




