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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 simarents)

September 30, December 31,

2010 2009
(unaudited)
ASSETS

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

securities of $40,937 and $91,071, respectijvely $ 99,19. $ 176,69:
Mortgage loans held in securitization trusts (net) 236,05( 276,17¢
Investment in limited partnership 10,15( =
Cash and cash equivalents 40,51« 24,52;
Receivable for securities sold 7,74% -
Receivables and other assets 10,39¢ 11,42¢

Total Assets $ 404,04: $ 488,81-

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 38,46 $ 85,10¢
Collateralized debt obligations 227,66! 266,75¢
Derivative liabilities 1,63 2,511
Accounts payable, accrued expenses and otheritiiedbil 3,84¢ 6,71
Convertible preferred debentures (net) 19,96: 19,85!
Subordinated debentures (net) 45,00( 44,89
Total liabilities 336,57! 425,82°
Commitments and Contingencies
Stockholders' Equity:
Common stock, $0.01 par value, 400,000,000 authdyi®,425,442 and 9,415,094,

shares issued and outstanding, respectively 94 94
Additional paid-in capital 138,60t 142,51¢
Accumulated other comprehensive income 14,42: 11,81¢
Accumulated deficit (85,65 (91,444
Total stockholders' equity 67,461 62,98
Total Liabilities and Stockholders' Equity $ 404,04. $ 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

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
Income from investment in limited partnership
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 September 30,

For the Nine Months
Ended September 30,

2010 2009 2009

$ 453€ $ 799 $ 15,94: $ 24,20(
1,211 1,86¢ 3,881 7,041

562 78t 1,99¢ 2,417

537 662 1,737 1,807

2,311 3,311 7,61¢ 11,26¢

2,20t 4,68: 8,32z 12,93t

(734) (52€) (1,336) (1,414

- - - (119)

15C - 15C -

1,86( 35¢ 3,95¢ 622

1,27¢ (167) 2,77: (910)

2,22: 1,87¢ 6,18¢ 5,04

1,27¢ 2,641 4,91( 6,97¢

29¢ 23€ 877 50C

$ 1577 $ 2871 $ 5787 $ 7,47¢
$ 017 $ 031 $ 061 $ 0.8(
$ 017 $ 0.3 $ 061 $ 0.7¢
$ - $ 0.2 $ 0.4: $ 0.6¢
9,42t 9,40¢ 9,421 9,34¢

9,42t 11,90¢ 9,421 11,84¢




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY
(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¢ $ (91,449 $ 11,81¢ $ - $ 62,98’
Net income - - 5,781 - 5,781 5,781
Restricted Stock issuance s 13¢ s s = 13¢
Dividends declared - (4,050 - - - (4,050)
Reclassification adjustment for
net gain included in net
income - - - (3,299 (3,299 (3,292
Increase in net unrealized gain
available for sale securities - - - 4,62¢ 4,62¢ 4,62¢
Increase in fair value of
derivative instruments utilizec
for
cash flow hedges - - - 1,26¢ 1,26¢ 1,26¢
Comprehensive income - - - - $ 8,391 -
Balance, September 30, 2010 $ 94 $ 138,60¢ $ (85,657) $ 14,42 $ 67,467

See notes to condensed consolidated financialrs&tes.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollar amounts in thousands)
(unaudited)

Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cashigesl by operating activities:
Depreciation and amortization
Net accretion on investment securities and gage loans held in securitization trusts
Realized gain on securities and related hedges
Impairment loss on investment securities
Provision for loan losses
Income from investment in limited partnership
Lower of cost or market adjustment mortgagesoaeld for sale
Restricted stock issuance
Changes in operating assets and liabilities:
Receivables and other assets
Accounts payable, accrued expenses and lighdities
Payments received on loans held for sale

Net cash provided by operating activit

Cash Flows from Investing Activities:
Restricted cash
Purchases of investment securities
Investment in limited partnership
Proceeds from sales of investment securities
Principal repayments received on mortgage |bafd in securitization trusts
Principal paydowns on investment securitiegailable for sale

Net cash provided by investing activiti

Cash Flows from Financing Activities:

Decrease in financing arrangements

Dividends paid

Payments made on collateralized debt obligation
Cash used in financing activities

Net Increase in Cash and Cash Equivalents
Cash and Cash Equivalents - Beginning of Period

Cash and Cash Equivalents - End of Period

Supplemental Disclosure:
Cash paid for interest

Non-Cash Investment Activities:
Sale of investment securities not yet settled

Non-Cash Financing Activities:
Dividends declared to be paid in subsequent period

Grant of restricted stock

See notes to condensed consolidated financialre&tes.

For the Nine Months Ended
September 30,
2010 2009
5781 $ 7,47¢
627 1,06¢
(2,227 (126)
(3,959 (623)
- 11¢
1,33¢ 1,41«
(250) -
- 307
13¢ 224
76 71
(52¢) (1,489
24 97t
1,132 9,41¢
69C 4,60(
- (43,44()
(20,000 -
33,11 198,49
38,76: 55,47
44 58¢ 56,45
107,15. 271,58(
(46,647) (207,58
(6,405 (4,753
(39,24¢) (55,64¢)
(92,297) (267,98
15,99: 13,01¢
24,52 9,387
4051 $ 22,40:
7,26¢ $ 10,09:
7,74 $ -
- $ 2,35k
3C $ 52¢







NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
September 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 investmensttror REIT, in the business of acquiring and margagrimarily residential adjustablate
hybrid adjustable-rate and fixed-rate mortgage-bdcsecurities (“RMBS”)for which the principal and interest payments arargnteed by
U.S. Government agency, such as the GovernmenbmdtMortgage Association (“Ginnie Mae”) or a USovernmenisponsored 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 &&gency RMBS,” RMBS backed by prime jumbo and Aftative A-paper (“Alt-A”) (“hon-
Agency RMBS"), and prime credit quality residentadjustable-rate mortgage (“ARM1pans held in securitization trusts, or prime A
loans. The remainder of our current investmentfplow is primarily comprised of notes issued bgdlateralized loan obligation (“CLO")We
also may opportunistically acquire and manage wariother 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 resultfmgm the spread between the interest and
income we earn on our interessarning assets and the interest expense we pdyeonotrowings that we use to finance these asseta
operating costs, which we refer to as our net @sieincome.

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 dlifigé REIT subsidiary ("QRS"). Tt
Company conducts certain of its portfolio investmeperations 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 Compamexi fronr
the mortgage lending business. Prior to March28}7, the Company conducted substantially all ofitortgage 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 umgarerally accepted accounting principles in theté¢thStates of America (“GAAP”).

The Company is organized and conducts its opematmiualify as a REIT for federal income tax pugs 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 ofribece81, 2009, has been derived from audited fiiai
statements. The condensed consolidated balanee ah®eptember 30, 2010, the condensed consalid&ttements of operations for the tl
and nine months ended September 30, 2010 and g@®8pndensed consolidated statement of stockigldguity for the nine months enc
September 30, 2010 and the condensed consolid&ttingents of cash flows for the nine months endepte®nber 30, 2010 and 2009
unaudited. In our opinion, all adjustments (whialclude only normal recurring adjustments) necesgar present fairly the Compargy’
financial position, results of operations and cflelvs have been made. Certain information andrfo disclosures normally included
financial statements prepared in accordance witiABAave been condensed or omitted in accordand¢eAwticle 10 of Regulation - anc
the instructions to Form 1Q: These condensed consolidated financial statesnséould be read in conjunction with the consaéiddinancie
statements and notes thereto included in our AnRepbrt on Form 16 for the year ended December 31, 2009, as filétl thie Securities a
Exchange Commission (“SEC")The results of operations for the three and ninenthro ended September 30, 2010 are not nece:
indicative of the operating results for the fulbye

The accompanying condensed consolidated finantaédreents include our accounts and those of ousalisilated subsidiaries. /
significant intercompany amounts have been elireihafThe preparation of financial statements infaonity with GAAP requires us to ma
estimates and assumptions that affect the repartemints of assets and liabilities and disclosu@afingent 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 toaramfto current period classifications, including tteclassification of assets
liabilities related to discontinued operations ba balance sheet from a separate line item tovalgleis and other assets and accounts pa
accrued expenses and other liabilities.



The Company has evaluated all events or transactibnugh the date of this filing. Other than tleelaration and payment in Octo
2010 of a cash dividend of $0.18 per share on shafrés common stock for the quarter ended Sepser@b, 2010, the Company did not h
any material subsequent events that impacted itdestsed consolidated financial statements.




Investment Securities Available for Sal€he Company's investment securities include RMB®&prised of Fannie Mae, ndxgency
RMBS, initially rated AAA securities, and CLOs. kestment securities are classified as availabledta securities and are reported at fair \
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 Trusts (netylortgage loans held in securitization trusts cdnefscertain adjustable re
mortgage loans transferred to New York MortgagesTA005-1, New York Mortgage Trust 2005-2 and Newvk'Mortgage Trust 2003-tha
have been securitized into sequentially rated ekae$ beneficial interests. Mortgage loans helseiouritization trusts are carried at their un
principal balances, net of unamortized premiumiscalint, unamortized loan origination costs andvedince for loan 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, andvery case, when payment becomes greater thday&0delinquent. Loans return to acc
status when principal and interest become curnmetitaae anticipated to be fully collectible.

Investment in Limited Partnership InteresiThe Company has an investment in a limited parhigrsin circumstances where
Company has a notentrolling interest but either owns a significamterest or is able to exert influence over theiedf of the enterprise, t
Company utilizes the equity method of accountitlgnder the equity method of accounting, the initdestment is increased each perioc
additional capital contributions and a proporti@nghare of the entity’earnings and decreased for cash distributionsagrdportionate she
of the entity’s losses.

Management periodically reviews its investments ifopairment based on projected cash flows from eh#ity over the holdin
period. When any impairment is identified, thedstments are written down to recoverable amounts.

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 loskegent in our portfolio of mortgage loans heldsecuritization trusts.

Estimation involves the consideration of variousdit-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”), imetbased property data services to review comparabiegepties in the same area or cor
with a realtor in the property's area.




Comparing the current loan balance to the propatye determines the current loan-to-value (“LTY&jio of the loan. Generally, \
estimate that a first lien loan on a property thaes into a foreclosure process and becomes redd esvned (“REO”)results in the proper
being disposed of at approximately 84% of the priype current appraised value. This estimate is basadanagement's experience as we
our realized severity rates since issuance of ecuritizations. During 2008, as a result of thendigant 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 retu
certain cases. Thus, for a first lien loan thateénquent, we will adjust the property value dowrapproximately 84% of the current prop
value and compare that to the current balanceeofdtiin. The difference determines the base proviginthe loan loss taken for that loan. T
base provision for a particular loan may be adpifiteve are aware of specific circumstances thay aféect the outcome of the loss mitigal
process for that loan. Predominately, however, seethe base reserve number for our reserve.

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

Derivative Financial InstrumentsThe Company has developed risk management progaathprocesses, which include investm
in derivative financial instruments designed to aggnmarket 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 expolsuiéniting 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 logstd counterparty default. In addition, all outsliag interest rate swap agreements have bi
lateral margin call capabilities, meaning the Compwill require margin for interest rate swaps thet in the Compang’favor, minimizin
any amounts at risk.

Interest Rate RiskThe Company hedges the aggregate risk of inteagstfluctuations with respect to its borrowinggaelless of tk
form of such borrowings, which require paymentseldasn a variable interest rate index. The Compamerally intends to hedge only the
related to changes in the benchmark interest tatedon 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 coting the borrowing to a fixed rate. The Comparsoatnters into cap agreements whel
in exchange for a premium, the Company is reimtilifgeinterest paid in excess of a certain cappéel r

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

. the interest rate swaps or caps are expected smdbesontinue 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 agreementsseé ba values provided by dea
who are familiar with the terms of these instrunser@@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 quradify 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 instruregntexcess 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 capshéna not been designated as hedges, any net payuoreter, or fluctuations in the f
value of, such swaps and caps, will be recognirexiirent 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-designatéhedge relationship during an interim period aediesignate 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 Recognitioninterest income on our residential mortgage loand mortgagéacked securities is a combination of
interest earned based on the outstanding prinbgdahce of the underlying loan/security, the casitral terms of the assets and the amortiz
of yield adjustments, principally premiums and digats, using generally accepted interest methodds.net GAAP cost over the par balanc
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 tderlying assets using the effective yield meths adjusted for the effects of estim.
prepayments. Estimating prepayments and the rentaterm of our interest yield investments requirgnagement judgment, which involv
among other things, consideration of possible Bitimterest rate environments and an estimate of bowowers will react to tho
environments, historical trends and performance d¢tual prepayment speed and actual lives coutddre 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 payometgs or fluctuations in the f
value of, such swaps and caps will be recognizediirent 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 201046froving Disclosures about Fair Value Measuremeéatenhance tt
usefulness of fair value measurements. The ameguiednce requires both the disaggregation of in&tiom in certain existing disclosures
well as the inclusion of more robust disclosuresualvaluation techniques and inputs to recurrind manrecurring fair value measureme
This ASU amends ASC 820 to add new requirementsliiosures about transfers into and out of Ledednd 2 and separate disclos
about purchases, sales, issuances, and settleraktiisg to Level 3 measurements. This ASU alsdfida existing fair value disclosures ab
the level of disaggregation and about inputs andat@mn techniques used to measure fair value.heugrtthis ASU amends guidance
employers’disclosures about postretirement benefit plan assetder ASC 715 to require that disclosures beigealvby classes of ass
instead of by major categories of assets. This AsSéffective for the first reporting period (inciad interim periods) beginning after Decenr
15, 2009, except for the requirement to provideltéveel 3 activity of purchases, sales, issuanaas sattlements on a gross basis, which wi
effective for fiscal years beginning after Decemb®y 2010, and for interim periods within thosecdisyears. Early adoption is permitted.
adoption of this standard may require additionatidisures, but the Company does not expect thetiadofp have a material effect on
condensed consolidated financial statements.

Consolidation (ASC 810)

In June 2009, the FASB amended theayud for determining whether an entity is a vagaibterest entity, or VIE. The guida
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 September 30, 2010 (dollar ante in thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS $ 49,55¢ $ 1,774 $ — 3 51,332
Non-Agency RMBS 22,891 2,73¢ (1,716 23,91(
Collateralized Loan Obligations 10,68: 13,26€ — 23,94¢
Total $ 83,132 $ 17,77t $ (1,716, $ 99,191

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

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS $ 112,52t $ 3,701 $ — $ 116,22¢
Non-Agency RMBS 40,257 4,764 (2,15%) 42,86¢
Collateralized Loan Obligations 9,187 8,412 — 17,59¢
Total $ 161,96¢ $ 16,877 $ (2,155 $ 176,691
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The following table sets forth the stated resetigosr of our investment securities at September 2810 (dollar amounts
thousands):

More than More than
Less than 6 Months 24 Months
September 30, 2010 6 Months to 24 Months to 60 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
Agency RMBS $ — 3 27,611 $ 23,71¢ % 51,33:
Non-Agency RMBS 15,13: 4,32¢ 4,45 23,91(
CLO 23,94¢ — — 23,94¢
Total $ 39,08: $ 31937 $ 28,17. $ 99,19:

The following table sets forth the stated resetgolsrof our investment securities at December 8094dollar amounts in thousands):

More than More than
Less than 6 Months 24 Months
December 31, 2009 6 Months to 24 Months to 60 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
Agency RMBS $ — $ 4289 $ 73,33 % 116,22¢
Non-Agency RMBS 22,06t 4,86¢ 15,93¢ 42,86¢
CLO 17,59¢ — — 17,59¢
Total $ 39,66« $ 47,75¢ $ 89,26¢ $ 176,69:

The following tables present the Companjriivestment securities available for sale in arealized loss position, aggregatec
investment category and length of time that indraidsecurities have been in a continuous unrealizesi position, at September 30, 2010
December 31, 2009, respectively (dollar amounthausands):

September 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 $ —  $ — 3 8,484 $ 1,71€ $ 8,484 $ 1,71€
Total $ —  $ —  $ 8,484 % 1,71€ % 8,484 $ 1,71€
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: $ 2,15E
Total $ — 3 —  $ 14,69 $ 2,158 ¢ 14,69 $ 2,15k

As of September 30, 2010 and December 31, 200%;dingpany did not have unrealized losses in investsecurities that were
deemed other-than-temporary.
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3. Mortgage Loans Held in Securitization Trusts ad Real Estate Owned

Mortgage loans held in securitization trusts (refsist of the following as of September 30, 2046 Becember 31, 2009 (dol
amounts in thousands):

September 30, December 31,

2010 2009
Mortgage loans principal amount $ 237,36( $ 277,000
Deferred origination costs — net 1,49¢ 1,75(C
Reserve for loan losses (2,80¢) (2,587
Total $ 236,05( $ 276,17t

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 nine monthded September 30, 2010 and 2009, respectivellafdohounts in thousands):

Nine Months Ended September

30,
2010 2009
Balance at beginning of period $ 2,581 $ 844
Provision for loan losses 1,21C 1,31¢
Transfer to real estate owned (449) (92
Charge-offs (534) —
Balance at the end of period $ 2,80¢ $ 2,06¢

On an ongoing basis, the Company evaluates theuadgcpf its allowance for loan losses. The Compamflowance for loe
losses at September 30, 2010 was $2.8 millionesgmting 118 basis points of the outstanding graldialance of loans held in securitiza
trusts as compared to 93 basis points as of DeaeBhe2009. As part of the Compasyallowance for loan losses adequacy ana
management will assess an overall level of allowanehile also assessing credit losses inhererddh eonperforming mortgage loan held
securitization trusts. These estimates involvedhesideration of various credit related factorgluding but not limited to, current hous
market conditions, current loan to value ratiodlateral value, delinquency status, the borrowetrrent economic and credit status and
relevant factors.

Real Estate Owned Fhe following table presents the activity in thengimany’s real estate owned held in securitization trusi
the nine months ended September 30, 2010 and ydadéecember 31, 2009 (dollar amounts in thougands

September 30, December 31,

2010 2009
Balance at beginning of period $ 54€ $ 1,36¢
Write downs (12€) (70)
Transfer from mortgage loans held in securitizatioists 642 82¢
Disposal (740) (1,576
Balance at the end of period $ 32 $ 54¢€

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

All of the Companys mortgage loans and real estate owned held inriseation trusts are pledged as collateral for
collateralized debt obligations (“CDOs") issued tne Company. As of September 30, 2010 and Dece®bef009, the Comparg’'ne
investment in the securitization trusts, whichhe maximum amount of the Compasyhvestment that is at risk to loss and represt
difference between the carrying amount of the loamd real estate owned held in securitization $rasid the amount of CD®'outstandin
was $8.7 million and $10.0 million, respectively.
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The following tables set forth delinquent mortgdgens held in our securitization trusts and regdtesowned as of September

2010 and December 31, 2009 (dollar amounts in dnuis):

September 30, 2010

Number of Total % of

Delinquent Dollar Loan
Days Late Loans Amount Portfolio
30-60 1 359 0.15%
61-90 4 2,68¢ 1.13%
90+ 37 17,29: 7.27%
Real estate owned through foreclosure 2 662 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 15,91¢ 5.73%
Real estate owned through foreclosure 2 739 0.27%

4. Investment in Limited Partnership

The Company has a naontrolling, unconsolidated limited partnershipeirst in an entity that is accounted for usingebaity
method of accounting. Capital contributions, disttions, and profits and losses of the entity alecated in accordance with the terms of
limited partnership agreement.

On August 10, 2010, HC invested $10 million in mited partnership that was formed for the purposaaguiring, servicing
selling or otherwise disposing of firbeén residential mortgage loans. During the thgdarter of 2010, the partnership acquired
approximately $9.8 million a pool of mortgage loahst generally (a) were originated approximatale fyears ago, (b) are currer
performing and (c) have a current lo@nvalue ratio in excess of 100%. The pool of mage loans was acquired by the partnershig
significant discount to the loans’ unpaid principalance.

At September 30, 2010, the Company had an investmeimited partnership of $10.2 million. For thileree and nine mont
ended September 30, 2010, the Company recognizedchinfrom the investment in limited partnershig0f2 million.

The condensed balance sheet of the investmenmited partnership at September 30, 2010 is aswvisli¢dollar amounts
thousands):

Assets

Cash $ 34

Mortgage loans held for sale (net) 9,73t

Other assets 381
Total Assets $ 10,15(

Partners’ Equity
Partners’ equity
Total Partners’ Equity

*

10,15(
10,15(

»

The condensed statement of operations of the imegtin limited partnership for the period of Augi8, 2010 to September 30,
2010 is as follows (dollar amounts in thousands):

Interest Income $ 15C
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5. Derivative Instruments and Hedging Activities
The following table presents the fair value of dative instruments designated as cash flow hedged to manage the Company’s
interest rate risk and their location in the Compsuiecondensed consolidated balance sheets at Sept&f, 2010 and December 31, 2009,
respectively (dollar amounts in thousands):

September 30, December 31,

Derivative Designated as Hedging Instruments Balance Sheet Location 2010 2009
Interest Rate Caps Other Assets $ — $ 4
Interest Rate Swaps Derivative Liabilities 1,63¢ 2,511

The following table presents the impact of the Camyis derivative instruments on the Company’s aadated other
comprehensive income (loss) for the nine montheer@eptember 30, 2010 and 2009 (dollar amountwimsands):

Nine Months Ended September 30,

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

Balance at beginning of the period $ (2,908) $ (5,560
Unrealized gain 1,26¢ 1,89¢
Reclassification adjustment for net gains (losgeduded in net income for hedges — —
Balance at the end of the period $ (1,637, $ (3,662

The Company estimates that over the next 12 moafhymoximately $1.2 million of the net unrealizeddes on the interest r
swaps will be reclassified from accumulated otf@nprehensive income (loss) into earnings.

The following table details the impact of the Comyia interest rate swaps and interest rate caps iedlirdinterest expense for
three and nine months ended September 30, 2012088d(dollar amounts in thousands):

Three Months Ended September 3C  Nine Months Ended September 30,
2010 2009 2010 2009

Interest Rate Caps:
Interest expense-investment securities and loaks
in securitization trusts $ 86 $ 157 $ 30 % 48¢
Interest expense-subordinated debentures — 9C 92 252
Interest Rate Swaps:
Interest expense-investment securities and loalds
in securitization trusts 59¢ 79¢ 1,98: 2,46¢

Interest Rate SwapsThe Company is required to pledge assets undeflatdsal margin arrangement, including either car
Agency RMBS, as collateral for its interest rateaps; whose collateral requirements vary by couatéypnd change over time based or
market value, notional amount, and remaining tefthe interest rate swap (“Swap”)n the event the Company is unable to meet a maa|
under one of its Swap agreements, thereby causireyent of default or triggering an early terminatevent under one of its Swap agreem
the counterparty to such agreement may have thieropd terminate all of such counterpagydutstanding Swap transactions with
Company. In addition, under this scenario, anyeslogt amount due to the counterparty upon termonadif the counterpartg’transactior
would be immediately payable by the Company purst@arthe applicable agreement. The Company beliévevas in compliance with
margin requirements under its Swap agreements &egember 30, 2010 and December 31, 2009. Thep@wyrhad $2.2 million and $:
million of restricted cash related to margin podwdSwaps as of September 30, 2010 and Decemh@089, respectively. The restricted ¢
is included in receivables and other assets irmtitempanying consolidated balance sheets.

The use of interest rate swaps exposes the Contparpunterparty credit risks in the event of a défay a Swap counterparty. |
counterparty defaults under the applicable Swapemgent the Company may be unable to collect payrtenivhich it is entitled under
Swap agreements, and may have difficulty collectivgassets it pledged as collateral against suelp& The Company currently has in p
with all outstanding Swap counterpartiesldieral margin agreements thereby requiring a ptatypost collateral to the Company for
valuation deficit. This arrangement is intendedirtot the Company’s exposure to losses in the eeéa counterparty default.
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The following table presents information about @@mpany’s interest rate swaps as of September(3@ &nd December 31, 2009 (dollar
amounts in thousands):

September 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 $ 3,04C 2.98% $ 2,07C 2.99%
Over 30 days to 3 months 20,73C 2.98 3,70C 2.99
Over 3 months to 6 months 26,19(C 2.99 8,33C 2.99
Over 6 months to 12 months 4,74C 3.03 34,54( 2.98
Over 12 months to 24 months 19,08( 3.02 34,07( 3.0C
Over 24 months to 36 months 8,82( 2.93 16,38( 3.01
Over 36 months to 48 months — — 8,38C 2.93
Total $ 82,60( 29% $ 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 agsamtiwitt
the Company’s CDO’s and the subordinated debentiites interest rate caps associated with the GCHDé amortizing contractual sched
determined at origination. The Company had $153IBom and $182.2 million of notional interest rataps outstanding as of Septembe
2010 and December 31, 2009, respectively. Theseest rate caps are utilized to cap the inteaston the CDO'’s at a fixedte when or
month LIBOR exceeds a predetermined rate.

6. Financing Arrangements, Portfolio Investments

The Company has entered into repurchase agreemetitsthird party financial institutions to financiés Agency RMB!
portfolio. The repurchase agreements are deont-borrowings that bear interest rates typichfiged on a spread to LIBOR, and are ses
by the securities which they finance. At Septenf@&r2010, the Company had repurchase agreemetitsawioutstanding balance of $2
million and a weighted average interest rate o1%3 As of December 31, 2009, the Company had obase agreements with an outstan
balance of $85.1 million and a weighted averagerést rate of 0.27%. At September 30, 2010 anceber 31, 2009, securities pledget
the Company as collateral for repurchase agreenmacdt®stimated fair values of $40.9 million and.$%1illion, respectively. All outstandil
borrowings under our repurchase agreements matitien80 days. As of September 30, 2010, the ayeedays to maturity for all repurchi
agreements are 21 days.

The following table summarizes outstanding repuselagreement borrowings secured by portfolio imaests as of September
2010 and December 31, 2009 (dollar amount in thuisa

Repurchase Agreements by Counterparty
September 30, December 31,

2010 2009

Counterparty Name

Cantor Fitzgerald $ 560C $ 9,64:
Credit Suisse First Boston LLC 13,05( 20,471
Jefferies & Company, Inc. 10,28¢ 17,764
RBS Greenwich Capital — 22,96:
South Street Securities LLC 9,52¢ 14,26(
Total Financing Arrangements, Portfolio Investments $ 38,46 $ 85,10¢

As of September 30, 2010, the outstanding balanderuour repurchase agreements was funded at am@alvate of 94.2% tt
implies an average haircut of 5.8%. As of Septen8ikr2010, the Company had $40.5 million in casti $68.3 million in unencumber
investment securities to meet additional haircutnarket valuation requirements, including $34.3lionl of RMBS, of which $10.4 million a
Agency RMBS. The $40.5 million of cash and the $34illion in RMBS (which, collectively, represert94% of our financing arrangemel
portfolio investments) are liquid and could be moresl to pay down or collateralize the liabilityrimediately.
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7. Collateralized Debt Obligations

The Company’s CDOs, which are recorded as liabdithn the Company’balance sheet, are secured by ARM loans pledg
collateral, which are recorded as assets of the gaoymn As of September 30, 2010 and December 3029,2the Company had CD
outstanding of $227.7 million and $266.8 millioaspectively. As of September 30, 2010 and Dece®he2009, the current weighted avel
interest rate on these CDOs was 0.64% and 0.61ecévely. The CDOs are collateralized by ARMnsavith a principal balance of $23
million and $277.0 million at September 30, 201@ &ecember 31, 2009, respectively. The Comparaimed the owner trust certificates
residual interest, for three securitizations asdyfaSeptember 30, 2010 and December 31, 200% had investment in the securitization trt
after loan loss reserves and including real estateed, of $8.7 million and $10.0 million, respeetiv

The CDO transactions include amortizing intere$¢ @ap contracts with an aggregate notional amo@i§153.8 million as ¢
September 30, 2010 and an aggregate notional anod@ii82.2 million as of December 31, 2009 which accounted for as derivatives.
interest rate caps are carried at fair value atalegd $0 as of September 30, 2010 and $4,476 &eoémber 31, 2009, respectively.
interest rate cap reduces interest rate risk expamuthese transactions.

8. Discontinued Operation

In connection with the sale of our mortgage origoraplatform assets during the quarter ended M&tch2007, 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 $1lion, respectively, at September 30, 2010, an@ $dillion and $1.8 million, respectively,
December 31, 2009 and are included in receivabtek ather assets and accounts payable, accrued segpamd other liabilities in t
condensed consolidated balance sheets.
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Statements of Operations Data

The statements of operations of the discontinuestagjon for the three and nine months ended SepeB8t) 2010 and 2009 are
follows (dollar amounts in thousands):

Three Months Nine Months
Ended September 30, Ended September 30,
2010 2009 2010 2009
Revenues $ 36€ $ 39t $ 1,11t $ 90t
Expenses 70 15¢ 23€ 40E
Income from discontinued operation-net of tax $ 29¢ $ 23€ $ 877 $ 50C

9. Commitments and Contingencies

Loans Sold to Third Partiefhe Company sold its discontinued mortgage lendinginess in March 2007. In the normal cour:
business, the Company is obligated to repurchaseslbased on violations of representations andawties in the loan sale agreements.
Company did not repurchase any loans during the mianths ended September 30, 2010.

The Company periodically receives repurchase raégumsed on alleged violations of representatiodsvearranties, each of whi
management reviews to determine, based on managjenegperience, whether such requests may reasobalilgemed to have merit. As
September 30, 2010, we had a total of $2.0 milibonresolved repurchase requests that managemeciuded may reasonably be deeme
have merit and against which the Company has avesé approximately $0.3 million. The reservebased on one or more of the follow
factors; historical settlement rates, property gadacuring the loan in question and specific satlg discussions with third parties.

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

of September 30, 2010, the Company does not betleateany of its current legal proceedings, indingllly or in the aggregate, will haw
material adverse effect on its operations, findraoadition or cash flows.
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10. Concentrations of Credit Risk

At September 30, 2010 and December 31, 2009, there geographic concentrations of credit risk ediree5% of the total loe
balances within the mortgage loans held in therit&ation trusts and the real estate owned asvist

September 30, December 31,

2010 2009
New York 37.5% 38.9%
Massachusetts 25.2% 24.3%
New Jerse! 8.7% 8.5%
Florida 6.0% 5.7%

11. Fair Value of Financial Instruments

The Company has established and documented predesstetermining fair values. Fair value is bagpdn 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 hierarchpased 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 qugtédes for similar assets and liabilities in actiarkets, 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 unobdaesand significant to the fair value measurement.

The following describes the valuation methodologissd for the Compangfinancial instruments measured at fair valueyeit
as the general classification of such instrumeatsyant 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 (CLQhe fair value of the CLO notes, as of September2B0, was 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 Companjinancial instruments measured at fair value oacarring basis as of September
2010 and December 31, 2009 on the Company’s cordermsolidated balance sheets (dollar amountwimsands):

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

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:
Agency RMBS $ — $ 51,33: $ — $ 51,33:
Non-Agency RMBS — 23,91( — 23,91(
CLO — — 23,94¢ 23,94¢
Total $ — $ 75,24: $ 23,94¢ % 99,19:
Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ — $ 1,63 $ — $ 1,63:
Total $ — $ 1,63: $ — $ 1,63¢

Measured at Fair Value on a Recurring Basit
at December 31, 2009

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:
Agency RMBS $ — $ 116,22t $ — $ 116,22¢
Non-Agency RMBS — 42 ,86¢ — 42,86¢
CLO — — 17,59¢ 17,59¢
Derivative assets (interest rate caps) — 4 — 4
Total $ — $ 159,09¢ $ 17,59¢ $ 176,69!
Liabilities carried at fair value:
Derivative liabilities (interest rate swaps) $ — $ 2,511 $ — $ 2,511
Total $ — $ 2511 $ — $ 2,511

The following table details changes in valuation ftee Level 3 assets for the nine months endedeSdyr 30, 2010 and 201
respectively (amounts in thousands):

Investment securities available for sale: CLO
Nine Months Ended September 30,

2010 2009
Balance at beginning of period $ 17,59¢ $ =
Total gains (realized/unrealized)
Included in earnings (1) 1,49¢ 260
Included in other comprehensive income/(loss) 4,854 4,332
Purchases — 8,72¢
Balance at the end of period $ 23,94¢ % 13,32(

(1) - Amounts included in interest income.
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The following table presents assets measuredratdhie on a nomecurring basis as of September 30, 2010 and Desegih 200
on the Company’s condensed consolidated balanet &alar amounts in thousands):

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

Level 1 Level 2 Level 3 Total
Investment in limited partnership $ — — 3 10,15( $ 10,15(
Mortgage loans held for sale (net) — included in
discontinued operations — — 3,81¢ 3,81¢
Mortgage loans held in securitization trusts (ret)
impaired loans — — 8,712 8,71-
Real estate owned held in securitization trusts — — 323 328

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) — included in
discontinued operations $ — 3 — 3 3,841 $ 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 faetsmeasured at fair value on a meodrring basis for the three and nine mao
ended September 30, 2010 and September 30, 2088eoBompanys condensed consolidated statements of operatdmigr amounts i
thousands):

Three Months Ended Nine Months Ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Mortgage loans held for sale (net) — included in
discontinued operations $ —  $ — % — % 24E
Mortgage loans held in securitization trusts (ret)
impaired loans 734 52E 1,33¢ 1,414
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The following table presents the carrying value astimated fair value of the Compasyinancial instruments, at September 30, .

and December 31, 2009 (dollar amounts in thousands)

Financial assets:

Cash and cash equivalents

Investment securities — available for sale
Mortgage loans held in securitization trusts (net)
Investment in limited partnership

Derivative assets

Financial Liabilities:

Financing arrangements, portfolio investments
Collateralized debt obligations

Derivative liabilities

Subordinated debentures (net)

Convertible preferred debentures (net)

September 30, 2010

December 31, 2009

Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
40,51¢ 40,51¢ 24,52; 24,52;
99,191 99,191 176,691 176,691
236,05( 214,58¢ 276,17¢ 253,83
10,15C 10,15C — —
— — 4 4
38,46¢ 38,46¢ 85,10¢ 85,10¢
227,66t 192,01( 266,75¢ 211,03:
1,63 1,633 2,511 2,511
45,00( 34,66¢ 44,892 26,56:
19,96: 19,917 19,851 19,36:
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12. Capital Stock and Earnings per Share

The Company had 400,000,000 shares of common gtackjalue $0.01 per share, authorized, with 944%5and 9,415,094 sha
issued and outstanding as of September 30, 201@aocember 31, 2009, respectively. As of SepterBBe2010 and December 31, 2009,
Company had 200,000,000 shares of preferred spaskyalue $0.01 per share, authorized, includi®@@000 shares of Series A Cumula
Convertible Redeemable Preferred Stock (“SerieséfePred Stock”).As of September 30, 2010 and December 31, 2009 timepany ha
issued and outstanding 1,000,000 shares of Serfaefrred Stock. Of the common stock authorizesleptember 30, 2010, 1,190,000 sh
were reserved for issuance under the Company’s 3@d€k Incentive Plan.

The following table presents cash dividends dedldrg the Company on its common stock with respeaéach of the quartel

periods commencing January 1, 2009 and ended Sketedf, 2010.

Cash

Dividend

Period Declaration Date Record Date Payment Date Per Share

Third Quarter 2010 October 4, 2010 October 14, 2010 October 25, 2010 $ 0.18
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 dedlde the Company on its Series A Preferred Stodk wespect to each of 1
quarterly periods commencing January 1, 2009 addeSeptember 30, 2010.

Period

Declaration Date

Record Date

Payment Date

Cash
Dividend
Per Share

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

September 29, 2010
June 16, 2010
March 16, 2010

December 21, 2009

September 29 , 2009
June 15, 2009
March 25, 2009

September 30, 2010
June 30, 2010
March 31, 2010

December 31, 2009

September 30, 2009
June 30, 2009
March 31, 2009
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October 29, 2010
July 30, 2010
April 30, 2010

January 29, 2010

October 30, 2009
July 30, 2009
April 30, 2009

0.50
0.50
0.63
0.63
0.63
0.58
0.50




The Company calculates basic net income per shardividing net income for the period by the weighteverage shares
common stock outstanding for that period. Diluted income per share gives effect to the conversidhe Series A Preferred Stock and |
the conversion ratio to determine the number ofenental shares that are added to the weigitedage number of shares outstandin
purposes of the diluted net income per share catioul.

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

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Numerator :

Net income— Basic $ 1577 $ 2871 $ 5787 $ 7,47¢
Net income from continuing operations 1,27¢ 2,641 4,91( 6,97¢
Net income from discontinued operations (net oj t 29¢ 23€ 877 50C

Effect of dilutive instruments:

Convertible preferred debentures 537 662 1,73 1,807
Net income— Dilutive 2,11¢ 3,53¢ 7,52¢ 9,28t

Net income from continuing operations 1,81¢ 3,30z 6,647 8,78¢

Net income from discontinued operations (net o t$ 29¢ $ 23 % 877 $ 50C
Denominator:

Weighted average basis shares outstanding 9,42t 9,40¢ 9,421 9,34¢

Effect of dilutive instruments:

Convertible preferred debentures 2,50(C 2,50(C 2,50(C 2,50(C
Weighted average dilutive shares outstanding (1) 9,42¢ 11,90¢ 9,421 11,84¢
EPS:

Basic EPS $ 017 $ 031 % 061 $ 0.8C
Basic EPS from continuing operations 0.14 0.2¢ 0.52 0.7¢
Basic EPS from discontinued operations (net of te 0.0¢ 0.0¢ 0.0¢ 0.0t

Dilutive EPS 0.17 0.3C 0.61 0.7¢
Dilutive EPS from continuing operations 0.14 0.2¢ 0.52 0.74
Basic EPS from discontinued operations (net of te$ 0.0 $ 0.0z $ 0.0¢ $ 0.04

(1) — Amounts are excluded from dilutive calculatibit is anti-dilutive.
13. Convertible Preferred Debentures

As of September 30, 2010, there were 1.0 millioarsh of our Series A Preferred Stock outstandiriy am aggregate redempt
value of $20.0 million and a current dividend paytnete of 10%. The Series A Preferred Stock neaston December 31, 2010, at which 1
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 correspon:
distribution as an interest expense. The Comp#ansgo redeem these securities from working chpita

We issued these shares of Series A Preferred &otMP 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 divideagseed $0.20 per share. On October 4, 2010, tiep&oy declared a third quarter 2
common stock dividend of $0.18, resulting in a dérd rate of 10% (per annum) for the Series A PrefleStock in the 2010 third quarter. -
Series A Preferred Stock is convertible into shafethe Companys common stock based on a conversion price of $80&hare of commu
stock, which represents a conversion rate of twbare-half (2 ¥2) shares of common stock for eaeesbf Series A Preferred Stock.

24




14. Related Party Transactions
Advisory Agreements

On January 18, 2008, the Company entered into s&is@g agreement (the “Prior Advisory Agreementlith Harvest Capiti
Strategies LLC (“HCS”) formerly known as JMP Asset Management LLC), punsda which HCS was responsible for implementing
managing the Company’s investments in certain esahterelated and financial assets. The Company entared the Prior Advisor
Agreement concurrent and in connection with itvge placement of Series A Preferred Stock to JM&U Inc. and certain of it affiliate
HCS is a whollyewned subsidiary of IMP Group Inc. Pursuant toe8ates 13D filed with the SEC on February 17, 2808 as adjusted 1
issuances of the Compasytommon stock since that time, HCS and JMP Grogp beneficially owned approximately 18.8% and %2
respectively, of the Company’s common stock, an@%0collectively, of the Company’Series A Preferred Stock. The Prior Advi
Agreement was terminated effective July 26, 201@nugxecution and effectiveness of an amended atdteel advisory agreement amoncg
Company, HC, NYMF and HCS (the “New Advisory Agresmti).

Pursuant to the Prior Advisory Agreement, HCS masdgvestments made by HC and NYMF (other tharaceRMBS that al
held in these entities for regulatory complianceppses) as well as any additional subsidiariesvieaie acquired or formed to hold investm
made on the Comparg/behalf by HCS. The Company sometimes refersesetisubsidiaries in its periodic reports filed wite Securities at
Exchange Commission as the “Managed Subsidiari€se Prior Advisory Agreement provided for the paytn® HCS of a base advisory
that is a percentage of the “equity capita’ @efined in the advisory agreement) of the Mash&yebsidiaries, which may include the net ¢
value of assets held by the Managed Subsidiaried aay fiscal quarter end, and an incentive feenufhe Managed Subsidiaries achie’
certain investment hurdles.

Pursuant to the New Advisory Agreement, HCS wilhyide investment advisory services to the Company \&ill manage on tt
Company’s behalf “new program asseggtjuired after the date of the New Advisory Agreetnd he terms for new program assets, inclu
the compensation payable thereunder to HCS by timep@ny, will be negotiated on a transactionttayisaction basis. For those new prog
assets identified as “Managed AssetsCS will be (A) entitled to receive a quarterly bagdvisory fee (payable in arrears) in an amounél
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 figaalduring the term of the Agreement in an amduot less than zero) equal to 35% of
GAAP net income attributable to the Managed AsBmtshe full fiscal year (including paid interestdarealized gains), after giving effect to
direct expenses related to the Managed Assetsidimg but not limited to, the annual consulting {described below) and base advisory f
that exceeds a hurdle rate of 13% based on thageequity of the Company invested in Managed Agheting that particular year. For th
new program assets identified as Scheduled AsbiEE§ 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 continue to be eligible to earn incentive coemgation on those assets held by the Company e affective date of the New Advis:
Agreement that are deemed to be managed assetsthaderior Advisory Agreement. Incentive compéiusafor these “legacy assetwill be
calculated in the manner prescribed in the Priovigaty Agreement. Lastly, during the term of thevNAdvisory Agreement, the Comps
will pay HCS an annual consulting fee equal to $illion, subject to reduction under certain circuarstes, payable on a quarterly bas
arrears, for consulting and support services reéladdinance, capital markets, investment and ogt@tegic activities of the Company.

For the three and nine months ended September030@, HCS earned aggregate base advisory and cogsfdes of approximate
$0.3 million and $0.6 million, respectively, andiaoentive fee of approximately $0.7 million and&inillion, respectively. For the three i
nine months ended September 30, 2009, HCS earbadeaadvisory fee of approximately $0.2 million &@d6 million, respectively. For t
three and nine months ended September 30, 2009,g4d®d an incentive fee of approximately $0.3ianiland $0.3 million, respectively.
of September 30, 2010, HCS was managing approxiyn®4®.5 million of assets on the Company’s behalf.

The New Advisory Agreement has an initial term tleapires on June 30, 2012, subject to automatiaanoneyear renewa
thereafter. The Company may terminate Alggeement or elect not to renew the Agreement,exitltp certain conditions and subject to payi
termination fee equal to the product of (A) 1.5 &BYdlthe sum of (i) the average annual base adyife® earned by HCS during the gwntt
preceding the effective termination date, and i@ annual consulting fee. The New Advisory Agreamreplaces the Prior Advisc
Agreement.
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Accounting Outsourcing Agreement

On October 4, 2010 the Board of Directors of thenpany appointed Fredric S. Starker to succeed Bt&eMumma as Chi
Financial Officer of the Company. Mr. Starker idPdncipal of Real Estate Systems Implementatioou@y LLC (“RESIG"), a real esta
consulting firm. The Company entered into an outsing agreement (the “Accounting Outsourcing Agreat”) with RESIG effective May
2010, pursuant to which RESIG, among other thifggsperforms day-talay accounting services for the Company and (b@exyto provide
subject to approval by the Compasyoard of Directors, a Chief Financial Officerthe Company. In exchange for the services rendandd
the Accounting Outsourcing Agreement, RESIG receige annual fee of $300,000, which fee will autocadly increase by 5% on ec
anniversary of the date of the Accounting Outssmgdgreement.

15. Income Taxes

At September 30, 2010, the Company had approxign&&¥.3 million of net operating loss carryforwandkich may be used
offset future taxable income. The carryforwardd @xpire in 2024 through 2029. The Internal Reve@ogle places certain limitations on
annual amount of net operating loss carryforwahds tan be utilized if certain changes in the Camgfgownership occur. In connection v
a prior transaction, the Company may have undergonewnership change within the meaning of IRCigac382 that would impose suc
limitation, but a final conclusion has not been maéit this time, based on managemsititial assessment of the limitations, managerdest
not believe that the limitation would cause a digant amount of the Company's net operating logsesxpire unused. The Compi
continues to maintain a reserve for 100% of thedetl tax benefits.

16. 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 coomevith such outstanding awards. At Septemli@er2®10, there are 30,999 share
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 Planl®0,000. The Comparg/'directors have been issued 7,177 shares in liecast
compensation under the 2010 Plan as of Septemb&030.

During the three and nine months ended Septemhe&2(@®, the Company recognized nmash compensation expense of $43,78¢
$0.1 million, respectively. During the three andenmonths ended September 30, 2009, the Compawgmized noreash compensati
expense of $0.2 million and $0.2 million, respeelyv Dividends are paid on all restricted stockuisd, whether those shares have vest
not. In general, non-vested restricted stock iifefted upon the recipient's termination of empleyrm

A summary of the activity of the Company's negsted restricted stock for the nine months endgate®nber 30, 2010 and Septen
30, 2009 are presented below:

2010 2009
Weighted Weighted
Number of Average Per Number of Average Per
Non-vested Share Non-vested Share
Restricted Grant Date Restricted Grant Date
Shares Fair Value Shares Fair Value
Non-vested shares at January 1 60,66t $ 5.2¢ — 3 =
Granted 4,00( 7.5C 99,00( 5.2¢
Forfeited (829 5.2¢ — =
Vested (32,83) 5.42 (34,339 5.2¢
Non-vested shares as of September 30 30,99¢ $ 5.4z 64,66 $ 5.2

At September 30, 2010 and December 31, 2009, thmp@oy had unrecognized compensation expense of rilllibn and $0.,
million, respectively, related to the neested shares of restricted common stock. Thecogrézed compensation expense at Septemb
2010 is expected to be recognized over a weighterhge period of 0.8 years.



17. Subsequent Event

The Companys Board of Directors declared on October 4, 20t@sh dividend of $0.18 per share on shares obitsnoon stock fc
the quarter ended September 30, 2010. The dividasdpaid on October 25, 2010 to common stockhslderecord as of October 14, 2010.
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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 cerfamvard-looking statements. Forwakbking statements are those which
not historical in nature. They can often be idéedi by their inclusion of words such as “will,” fiicipate,” “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 business, in general, and our investment in retaterelated 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 camagemens beliefs, assumptions and expectations of ourdutperation
and economic performance, taking into account tiferination 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 may dhanged or modified by us without advance not@eyou ol
stockholder approval and we may suffer lossesrasidt 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 cdificing sources to fund our investment 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 adjustable{rairtgage-backed securities;

. the degree to which our hedging strategies mayayr mot protect us from interest rate volatility;
. the effect of recent U.S. Government actions omtihesing and credit markets;
. 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 &Quantitative
and Qualitative Disclosures about Market Risk”, ahdse described in Part I, Item 1A — “Risk Factas§ our Annua
Report on Form 16 for the year ended December 31, 2009, and thewsother factors identified in any other docurs
filed by us with the SEC.

Except as may be required by applicable securities, we undertake no obligation to publicly updaterevise any forward-
looking statements, whether as a result of newrimétion, future events or otherwise. In light leése risks, uncertainties and assumption:
events described by our forward-looking events migit occur. We qualify any and all of our forwdoaking statements by these cautior
factors. In addition, you should carefully revidve risk factors described in other documents \eefifom time to time with the SEC.

General

New York Mortgage Trust, Inc., together with itsisolidated subsidiaries (“NYMT”, the “Company”, “We&our”, and “us”), is a ree
estate investment trust, or REIT, in the busindsacquiring and managing primarily (i) residentéaljustable-rate, hybrid adjustabigte an
fixed-rate mortgage-backed securities (“RMB&3) which the principal and interest payments anargnteed by a U.S. Government age
such as the Government National Mortgage AssocidtiGinnie Mae”), or a U.S. Government-sponsoretiteif“GSE” or “Agency”), such a
the Federal National Mortgage Association (“Farnviee”) or the Federal Home Loan Mortgage Corporatiémeddie Mac”),which we refe
to collectively as “Agency RMBS,” (ii) RMBS backday prime jumbo and Alternative A-paper (“Alt-A”) migage loans (“horgency
RMBS”), and (iii) prime credit quality residentiabjustable-rate mortgage (“ARM1Mans held in securitization trusts, or prime ARd&hs
The remainder of our investments at September @D) 2re primarily comprised of notes issued by liataralized loan obligation (“CLQ”
and a $10 million investment in a limited partnépsihat holds mortgage loans. We also may oppastigailly acquire and manage vari
other types of real estate-related and financis¢@s including, among other things, certain rated residential mortgage assets, comme
mortgage-backed securities (“CMBSEpmmercial real estate loans and other similargtients and, subject to maintaining our qualifar
as a REIT, debt or equity securities that may oy mat be related to real estate. These assetshtrgeith nonAgency RMBS and CLO
typically present greater credit risk and lessriggerate risk than our investments in Agency RMBS prime ARM loans, and may also pe
us to potentially utilize all or part of a significt net operating loss carry-forward held by HypethCapital, LLC (“HC"), our whollyawnec
subsidiary and former mortgage lending business.

Our principal business objective is to generateimetme for distribution to our stockholders reggtfrom the spread between
interest and other income we earn on our integzasting 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 intendctueve this objective by investing in a br
class of real estate-related and financial assetiding those listed above, that in aggregatdl, geinerate attractive risidjusted total retur
for our stockholders.

Prior to 2009, our investment portfolio was prirhadomprised of Agency RMBS, prime ARM loans hetdsiecuritization trusts a
certain nonagency RMBS rated in the highest rating categoryay rating agencies. Beginning in the first quadge2009, we commence(
repositioning of our investment portfolio to tratisn the portfolio from one primarily focused orvégaged Agency RMBS and prime AF
loans held in securitization trusts, which primaiilvolve interest rate risk, to a more diversifigartfolio that includes elements of credit
with reduced leverage. The repositioning includeduction in the Agency RMBS held in our portfotlrough the disposition of Ager
ARM RMBS and GSE-issued collateralized mortgagegatiibn floating rate securities, or “Agency CM@dters”, a net increase in our non-
Agency RMBS position, our opportunistic purchasd/iarch 2009 of discounted notes issued by a CLO=aa®#0 million investment in a fu
that holds mortgage loans.

Pursuant to an advisory agreement between HanggstaC Strategies LLC (“HCS”) and us, certain of agsets are managed by
HCS. See Note 14 to our condensed consolidateddial statements.

We elected to be taxed as a REIT for federal inctargurposes commencing with our taxable year@émbrember 31, 2004. As a
result, we generally will not be subject to fedénalome tax on our taxable income that is disteblub our stockholders.
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Recent Events

Accounting Outsourcing Agreemem@n October 4, 2010 the Board of Directors of thenPany appointed Fredric S. Starke
succeed Steven R. Mumma as Chief Financial Offafethe Company. Mr. Starker is a Principal of REatate Systems Implementat
Group, LLC (“RESIG"), a real estate consulting firmithe Company entered into an outsourcing agretiftiea “Accounting Outsourcir
Agreement”) with RESIG effective May 1, 2010, puastito which RESIG, among other things, (a) perfoday-today accounting services
the Company and (b) agreed to provide, subjecppoaval by the Compang’Board of Directors, a Chief Financial Officertt® Company. |
exchange for the services rendered under the Aticgu®utsourcing Agreement, RESIG receives an dnfagaof $300,000, which fee w
automatically increase by 5% on each anniversatfi®flate of the Accounting Outsourcing Agreement.

Investment in Limited Partnershi@n August 10, 2010, HC invested $10 million inraited partnership for the purpose of acquit
holding, servicing, selling or otherwise disposofdirst-lien residential mortgage loans. We expect a sutist portion of the mortgage lot
to be acquired by the partnership will be distrdsssidential mortgages, which may include botHgeering and norperforming loans. H
owns 100% of the limited partnership interestshia partnership and will generally receive quartelibtributions of current income and ot
proceeds from the partnership, net of current exgenWe may seek similar investment opportunitiés the general partner or other quali
asset managers in the future, depending upon pireyaiarket conditions.

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 imyv2011, 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 commeldanks. Bridger includes its loans in larger siiaation 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 addition, in connection with its investment iretBridger Notes, the Company and Bridger entereda Mortgage Loan Originati
Program Agreement pursuant to which Bridger hasemjto use its commercially reasonable best effortause “B-piecesthat are part of
securitized pool of commercial mortgage loans odtgd, at least in part, by Bridger to be offel@the Company for purchase on terms sir
to those offered to other third parties. As of @etrr 28, 2010, the Company had yet to acquire apyeBes pursuant to the Mortgage L
Origination Program Agreement. The Companipvestment in the Bridger Notes was completecbimection with a similar investment by
affiliate of HCS. Steven R. Mumma, the Companytgef Executive Officer, and James J. Fowler, thenBany’s Chairman of the Board, :
presently serving as interim afief executive officers of New Bridger. As of $&mpber 30, 2010, the Company had extended $0.ton
under the Bridger Notes. The Company advancediditi@nal $0.1 million to New Bridger through Novesr 1, 2010.

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. Currently, the U.S. economy appears ¢oifb a weak recovery from what some economists kebaded the most significant econo
recession since the Great Depression. A numbéhesfe difficulties and changed economic conditibage continued to persist in varis
ways. In response, the U.S. Government, Federalei®e, U.S. Treasury, Federal Deposit Insurancep@ation (FDIC) and oth
governmental and regulatory bodies have taken,imrsbme cases, are considering taking other actionan effort to stabilize or impro
current market and economic conditions. Theseomastinclude, among other things, the conservatorshi and other programs involvi
Fannie Mae and Freddie Mac, the Emergency Econ@&taibilization Act of 2008 (EESA), the Troublédset Relief Program (TARP), 1
Capital Purchase Program (CPP), the Term ABseked Securities Loan Facility (TALF), the AmericRecovery and Reinvestment Ac
2009 (ARRA), the Homeowner Affordability and StétyilPlan (HASP) and the Homeowner Affordable Mocktiion Program (HAMP). Whi
the impact from many of these programs has not beerxtensive as initially anticipated, a numbethebe programs have impacted and m
the future impact our portfolio and our resultopgrations.
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In July 2010, the Dodérank Wall Street Reform and Consumer Protectionwes passed by the U.S. Congress. This legis|aiioe
to restore responsibility and accountability to fimancial system. It is unclear how this legigatimay impact the borrowing environm
investing environment for RMBS and other targetsskss, interest rate swaps and other derivativesuah of the legislatios’implementatio
will be defined and carried out by regulators itufe months.

Recent Developments at Fannie Mae and Freddie MBayments on the Agency RMBS in which we investguaranteed by Fan
Mae and Freddie Mac. As broadly publicized, Faivizée and Freddie Mac have experienced significasgds in recent years, causing the
Government to place Fannie Mae and Freddie Macruederal conservatorship. Recently, the Fedemldihg Finance Agency indicated |
Fannie Mae and Freddie Mac may need an injectionpofo $363 billion in aggregate to support thestties up to 2013, further raisi
guestions regarding the continued viability of thestities as currently structured, including thergntees that back the RMBS issue
them. Meanwhile, the Obama Administration recehtdgted a major conference on the future of houivance, which included a discuss
regarding the future of Fannie Mae and Freddie Md@f which is geared toward developing a compredive housing finance reform propc
for delivery to Congress by January 2011. Theeand nature of the actions that the U.S. Govenhm#l ultimately undertake with respe
to the future of Fannie Mae and Freddie Mac arenank and will continue to evolve. New regulatiomsl grograms related to Fannie Mae
Freddie Mac may adversely affect the pricing, sypfiquidity and value of RMBS and otherwise maddlyi harm our business a
operations. A brief summary of certain recent maktelevelopments involving Fannie Mae and Freddae is set forth below:

« 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 nine months endedeBepr 30, 2010 to pursue investments in other asdegories that v
believe will provide more attractive returns. Wete that it is also possible that the U.S. Treasuryrederal Reserve col
intervene in the Agency RMBS markets in the futdreyever, we are unable at this time to predict iamyact that such actio
could have on the markets or our investment paatfol

« 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 that they would purchag@énfuture these delinquent loans on angoimg basis. The impact of thi
program s thus far is reflected in the constantpayenent rate, or CPR, of our portfolio. See-Summary c
Operations—Prepayment Experience” below for further informatio

« More recently, there have been indications thainlaiMae and Freddie Mac, as well as certain bosdrars and large prive
investors, intend to pursue more aggressively @ ftiture, repurchase demands for breaches of eeg®on and warranti
involved in the sale of loans now in default. let@er 2010, various reports indicated that Freddize and Fannie Mae h
procured the services of a prominent New York law fto assist the GSE’s with largeale repurchase requests for breach
representations and warranties by the sellers ofgage loans. (We could experience an increaseguarchase requests in
future if such large-scale repurchase demands becoone prevalent.)

Mortgage and other asset valueSimilar to 2009, we continue to observe strongaed and high prices for Agency RMBS during
nine months ended September 30, 2010. Althouglexpected the termination of the Federal Ressnfgjency RMBS purchase progran
cause the market value of Agency RMBS to decliner dime as a result of reduced demand, we haviysiserve such a decline in prices.

Market demand for noAgency RMBS has steadily increased since early 2009 throughout 2010, with some recent flattenin
terms of pricing. The steadily increasing pricesravdue to increased demand and the reduced maekds for Agency RMBS. We al
expect market values for certain other real estlged and financial assets, such as our CLGspoove as the economic outlook in the |
and abroad improves.
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Credit Quality. U.S. residential mortgage delinquency rates haveiroeed to remain at high levels for various typésnortgag
loans during the 2010 third quarter. Recent mohth& seen some stabilization or improvement ohgerneasures of credit quality, altho
this stabilization and/or improvement may ultimgtetove 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 repurckaagreement financing for Agency RMBS. Thedz¥ LIBOR, which was 0.26% as
October 20, 2010, has remained relatively unchasgezk December 31, 2009. The Federal Reservedmmued to reaffirm its plan to he
the Fed Funds Rate near zero percent. While weobipterest rates to rise over the longer termbeleve that interest rates, and thus
financing costs, are likely to remain at thesedmisally low levels until such time as the economndiata begin to confirm a sustaine
improvement in the 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 firme months of 2010, with the average “hairctdlated to our repurchase agreer
financing declining to approximately 5.8% at Sepbem30, 2010. As of September 30, 2010, the Cognpad available cash of $40.5 mill
to meet short term liquidity requirements.

Prepayment ratesAs a result of various government initiatives liméing HASP, HAMP and the reduction in intermediatel longer-
term treasury yields, rates on conforming mortgageginue to be historically low. While these tlsrhave historically resulted in higher r:
of refinancing and thus higher prepayment speedshave observed little impact from refinancing bba €PR for our portfolio. However, ¢
as discussed above, the CPR on our RMBS portfolis megatively impacted during the nine months erfsiegtember 30, 2010, anc
particular, during the three months ended June2B8Q0, by repurchase programs implemented by Freddie and Fannie Mae as discus
above. See “— Summary of Operations — Prepaymquerience” below.
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Significance of Estimates and Critical Accounting Blicies

A summary of our critical accounting policies ixlided in Item 7 of our Annual Report on Form K(for the year ende
December 31, 2009 and “Note 1 — Summary of SigmificAccounting Policiesto the condensed consolidated financial statemiantsdec
therein. There have been no significant changésose policies during 2010.

Summary of Operations

Net Interest SpreadFor the three and nine months ended Septemb&03@, our net income was dependent upon the teses
income (the interest income on portfolio assetsafighe interest expense and hedging costs asedardth such assets) generated from
portfolio of RMBS, CLO, mortgage loans held in seéfization trusts and mortgage loans held for sdlae net interest spread on
investment portfolio was 363 basis points for tharter ended September 30, 2010, as compared tb&&i® points for the quarter ended .
30, 2010, and 413 basis points for the quarter e S#ptember 30, 2009.

Financing.During the quarter ended September 30, 2010, weénu@d to employ a balanced and diverse fundingtmiinance ot
assets. At September 30, 2010, our Agency RMBS8dghiorwas funded with approximately $38.5 milliaf repurchase agreement borrow
which represents approximately 11.4% of our tatdilities, at a weighted average interest rat@.81.%. The Compang’average haircut
its repurchase borrowings was approximately 5.8%egtember 30, 2010. As of September 30, 2010p#res held in securitization trusts w
permanently financed with approximately $227.7 imillof CDOs, which represents approximately 67.6%u total liabilities, at an avera
interest rate of 0.64%. The Company has a netyemestment of $8.7 million in the securitizatibnsts as of September 30, 2010.

At September 30, 2010 our leverage ratio for ourB8Minvestment portfolio, which we define as ourstamding indebtedne
under repurchase agreements divided by stockholdgtsty, was less than 1 to 1. We have continuadiliae significantly less leverage tr
our previously targeted leverage due to the ongo@pgsitioning of our investment portfolio from opgmarily focused on leveraged Agel
RMBS and prime ARM loans held in securitizationstauto a more diversified portfolio that includdeneents of credit risk with reduc
leverage. Because financing for some of these sais&t introduce credit risk remains unfavoraldejdte, we have used available cash and
from operating activities to finance assets othantAgency RMBS and prime ARM loans.

Prepayment Experienc&he CPR on our overall mortgage portfolio averagpproximately 21.1% during the three months e
September 30, 2010, as compared to 20.5% for tee thhonths ended June 30, 2010. CPRs on our maetheortfolio of RMBS for the thr
months ended September 30, 2010 were adverselyctegpdy the combination of the Fannie Mae delinguean buyback prograr
announced in the 2010 first quarter and a histllyidaw interest rate environment, resulting in arerage CPR of approximately 26.0% for
three months ended September 30, 2010, as commBHi3% for the three months ended June 30, 20h@. CPRs on our mortgage lo
held in securitization trusts averaged approxinyal®.7% during the three months ended Septembe2@0), as compared to 11.9% for
three months ended June 30, 2010. When prepayaxgettations over the remaining life of assetseiase, we amortize premiums o
shorter time period, which results in a reduceddyie maturity on our investment assets. Convgrseprepayment expectations decrease
premium is amortized over a longer period resulting higher yield to maturity. We monitor our pagment experience on a monthly b
and adjust the amortization of our net premium®ediogly.
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Financial Condition

As of September 30, 2010, we had approximately $4@dllion of total assets, as compared to apprexély $488.8 million ¢

total assets as of December 31, 2009.

Balance Sheet Analysis - Asset Quality

Investment Securities - Available for Sal&he following tables set forth the credit charastees of our investment securit
portfolio as of September 30, 2010 and Decembe2@09 (dollar amounts in thousands):

Sponsor or Rating Par Carrying % of

September 30, 2010 S&P/Moodys/Fitch Value Value Portfolio
Agency RMBS FNMA $ 48,66¢ $ 51,33: 51.8%
Non-Agency RMBS B/B 8,172 6,78¢ 6.8%
CCC or Below 23,00¢ 17,127 17.%%
CLO BBB/Baa 10,40( 6,29¢ 6.3%
BB/Ba 15,30( 8,54: 8.6%
B/B 20,25( 9,11: 9.2%
Total $ 125,79¢ $ 99,19: 100.(%

Sponsor or Rating Par Carrying % of

December 31, 2009 S&P/Moodys/Fitch Value Value Portfolio
Agency RMBS FNMA $ 110,32: $ 116,22¢ 65.£%
Non-Agency RMBS AAA/Aaa 2,19¢ 1,715 1.C%
AA/Aa 1,27(C 88¢€ 0.5%
AlA 364 321 0.2%
BB/Ba 13,38¢ 11,33¢ 6.2%
B/B 11,74: 8,81: 5.C%
CCCl/Caa or Belov 28,02¢ 19,79« 11.2%
CLO BBB/Baa 10,40( 5,40¢ 3.1%
BB/Ba 15,30( 5,50¢ 3.1%
B/B 20,25( 6,68: 3.8%
Total $ 213,25¢ $ 176,69: 100%

Performance characteristics of non-Agency RMB®e following tables detail performance characti&ssof our nonAgency RMB¢
portfolio as of September 30, 2010 and Decembe2@09 (dollar amounts in thousands):

September 30, 2010

Current Par Value
Collateral Type
Fixed Rate
Arms
Weighted average purchase price
Weighted average credit support

Acquired prior

Weighted average 60+ delinquencies (including 882Q and foreclosure)

Weighted average 3 month CPR

Acquired after to
2008 2009
$ 17,11C  $ 14,071
$ 496 $ 13,462
$ 16,61« $ 609
58.6€% 91.3€%
26.24% 3.67%
10.0€% 7.38%
11.65% 18.84%
5.48% 8.85%

Weighted average 3 month voluntary prepayment rate
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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 $ 34,94 $ 609
Weighted average purchase price 60.51% 92.05%
Weighted average credit support 8.76% 4.06%
Weighted average 60+ delinquencies (including 8820 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 secuntjizbur CLOs grouped |
range of outstanding balance, industry and Moodgigestor Services, Inc’'s (“Moody’s”Jating category as of September 30, 2010
December 31, 2009, respectively (dollar amounthausands):

As of September 30, 2010 As of December 31, 2009
Range of Number of Total Number of Total
Outstanding Balance Loans Maturity Date Principal Loans Maturity Date Principal
$0 - $500 4 04/2012 -06/201¢ $ 1,79¢ 7 3/2014 - 03/2017 $ 3,471
$500 - £,00C 44 12/2012 -10/2017 58,311 1¢ 12/2011 -12/201% 24,722
$2,000 - $,00C 85 05/2011 -06/2017 267,06t 5E  5/2011 - 2/2016 198,89t
$5,000 - 80,00¢ 17 03/2012 -03/201¢ 114,76¢ ¢ 11/2010 -10/2014 202,08
+$10,00( . 12/2009 -10/201z 32,29.
Total 150 $ 441,93¢ 111 $ 461,46(
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September 30, 2010

Industry

Healthcare Education and Childcare

Electronics

Personal, Food & Misc. Services

Retail Store

Telecommunications

Leisure, Amusement, Motion Pictures & Entertainment
Chemicals, Plastics and Rubber

Aerospace & Defense

Utilities

Hotels, Motels, Inns and Gaming

Cargo Transport

Printing & Publishing

Personal & Non-Durable Consumer Products

Finance

Beverage, Food & Tobacco

Farming & Agriculture

Insurance

Personal Transportation

Ecological

Machinery (Non-Agriculture, Non-Construction & Ndtlectronic)
Diversified/Conglomerate Mfg.

Broadcasting & Entertainment

Containers, Packaging and Glass

Diversified Conglomerate Service

Mining, Steel, Iron and Non-Precious Metals

Buildings and Real Estate

Textiles & Leather

Grocery

Oil & Gas

Automobile

Home and Office Furnishings, Housewares and Dur@blesumer Products
Diversified Natural Resources, Precious Metals Minterals
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% of
Number of Outstanding Outstanding
Loans Balance Balance

15 % 47,15¢ 10.61%
8 30,52« 6.91%
8 28,59( 6.47%
8 26,57¢ 6.01%
11 26,17: 5.92%
10 22,43. 5.08%
7 22,08: 5.0(%
9 21,50( 4.86%
4 16,07: 3.64%
5 15,75¢ 3.56%
3 14,54: 3.2%%
5 13,88¢ 3.1%%
4 13,46« 3.05%
5 13,20: 2.9%%
5 13,14¢ 2.9¢%
3 12,90: 2.92%
2 12,77¢ 2.8%
4 11,23¢ 2.5%%
4 10,98¢ 2.4%%
3 9,50t 2.15%
3 9,15¢ 2.07%
2 8,25¢ 1.87%
3 7,30( 1.65%
2 5,97¢ 1.35%
3 5,48¢ 1.24%
2 4,98¢ 1.1%%
3 4,78¢ 1.08%
3 3,82¢ 0.87%
2 3,40: 0.71%
2 3,301 0.7%%
1 1,54¢ 0.35%
1 1,39: 0.31%
15¢C $ 441,93¢ 100.0(%




December 31, 2009

Industry

Healthcare, Education & Childcare
Diversified/Conglomerate Service

Personal, Food & Misc. Services

Electronics

Printing & Publishing

Telecommunications

Insurance / Finance

Utilities / Oil & Gas

Personal & Non-Durable Consumer Products
Retail Store

Aerospace & Defense

Cargo Transport / Personal Transportation
Chemicals, Plastics and Rubber

Hotels, Motels, Inns and Gaming
Broadcasting & Entertainment

Beverage, Food & Tobacco

Leisure, Amusement, Motion Pictures & Entertainment
Other

% of
Number of Outstanding Outstanding
Balance Balance

14 % 57,19( 12.2%

6 42,34¢ 9.2%

6 38,63¢ 8.4%

7 26,53: 5.7%

4 23,99( 5.2%

6 23,09¢ 5.C%

5 22,91¢ 5.C%

6 21,78 4.7%

6 21,29¢ 4.€%

6 21,21: 4.€%

6 20,46: 4.4%

3 19,49¢ 4.2%

6 18,53: 4.C%

4 18,18: 3.9%

3 16,49¢ 3.€%

6 15,88( 3.4%

4 11,14¢ 2.4%

13 42,26( 9.3%

Total 111 $ 461,46( 100.(%

As of September 30, 2010 As of December 31, 2009
% of

Number of Outstanding Outstanding Number of Outstanding Outstanding
Moody's Rating Category Loans Balance Balance Balance Balance

Baa3 1 3 5,84¢ 1.32% 2 $ 6,95¢ 1.5%
Bal 8 28,417 6.4% 9 28,24 6.1%
Ba2 18 51,99¢ 11.7% 9 26,41¢ 5.7%
Ba3 27 63,517 14.3% 15 44,37 9.€%
B1 34 89,83t 20.3%% 17 51,35¢ 11.1%
B2 42 116,52( 26.31% 28 106,32¢ 23.(%
B3 12 46,52: 10.52% 21 137,53: 29.8%
Caal 4 24,14 5.4€6% 5 23,85( 5.2%
Caa2 1 7,75¢ 1.7¢% 3 26,31 5.7%
Caa3 1 3,56: 0.81% 1 54C 0.1%

Ca 2 3,817 0.8€% — — —
D — — —% 1 9,55¢ 2.2%
Total 15C $ 441,93¢ 100.(% 111 % 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 heldecuritization trusts at September 30, 2010 (daltaounts in thousands):

# of Loans Par Value Coupon Carrying Value
September 30, 2010 57¢ $ 237,36( 377% % 236,05(
December 31, 2009 647 $ 277,00° 519% $ 276,17¢

At September 30, 2010, mortgage loans held in gemaiion trusts totaled approximately $236.1 moitlj or 58.4% of our tot
assets. Of this mortgage loan investment portfdi@0% are traditional ARMs or hybrid ARMs, 80.3% which are ARM loans that ¢
interest only. With respect to our hybrid ARMsteirest rate reset periods are predominately fieesyer less and the interestly period i
typically 10 years, which we believe mitigates tipayment shock™at the time of interest rate reset. None of thetgage loans held
securitization trusts are payment option-ARMs oAdRwith negative amortization.

The following tables set forth the composition ofr gortfolio of mortgage loans held in securitipatitrusts as of September
2010 (dollar amounts in thousands):

Loans Held in Securitization Trusts:

Average High Low

General Loan Characteristics:

Original Loan Balance (dollar amounts in thousands) $ 4z 3 295C % 48
Current Coupon Rate 3.71% 7.25% 1.5(%
Gross Margin 2.31% 5.0(% 1.1%%
Lifetime Cap 11.27% 13.25% 9.1%
Original Term (Months) 36C 36C 36C
Remaining Term (Months) 29t 303 262
Average Months to Reset 3 12 1
Original Average FICO Score 73C 81¢ 593
Original Average LTV 70.67% 95.0(% 13.9%

Index Type/Gross Margin:

% of Outstanding
Loan Balance

Weighted Average
Gross Margin (%)

One Month Libor 3% 1.69%

Six Month Libor 72% 2.40%

One Year Libor 17% 2.26%

One Year CMT 8% 2.65%
100%

Total




The following table details loan summary informatior loans held in securitization trusts at Sefiten80, 2010 (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 <= $10C 11 5.8¢ 2.62 3.3¢ 12/01/3: 11/01/3¢ 36C NA$ 139%$ 81¢ $ -
Family <=$25( 69 6.62 2.6: 3.65  09/01/3: 12/01/3t 36C N/A 14,18t 12,30¢ 41¢
<=$50( 111 7.1 2.6 3.8 10/01/3: 01/01/3¢ 36C N/A  42,17¢  38,90¢ 6,59t
<=$1,00( 4C 6.0C 1.6° 3.5z 08/01/3: 12/01/3t 36C N/A  31,88¢ 30,05¢ 2,65t
>$1,00( 21 6.2t 2.7¢ 454 01/01/3¢ 11/01/3¢ 36C N/A 37,357 36,86¢ 6,241
Summary 252 7.1 1.62 3.77 09/01/3. 01/01/3¢ 36C N/A  127,00¢ 118,96( 15,91¢
2-4 <= $10C 1 3.6: 3.6¢ 3.6 02/01/3t 02/01/3t 36C N/A 80 74 75
FAMILY <=$25( 7 4.0C 2.7¢ 3.21 12/01/3¢ 07/01/3¢ 36C N/A 1,41 1,22¢ 191
<=$50( 15 7.2¢E 2.2t 3.7¢ 09/01/3¢ 01/01/3¢ 36C N/A 5,55¢ 5,28¢ 254
<=$1,00( 1 2.8¢ 2.8¢ 2.8¢ 04/01/3t 04/01/3t 36C N/A 54(C 54C -
>$1,00( 0 - - - 01/00/0C 01/00/0C 36C N/A = > =
Summary 24 7.2t 2.2¢ 3.5¢ 09/01/3¢ 01/01/3¢ 36C N/A 7,58¢ 7,12¢ 52C
Condo <= $10( 15 6.3¢ 2.6 3.1¢ 01/01/3t 12/01/3t 36C N/A 1,80¢ 1,02t 101
<=$25( 75 6.3¢ 2.6t 3.9z 02/01/3¢ 01/01/3¢ 36C N/A  14,72¢  13,29¢ 444
<=$50( 68 6.2 1.62 3.8¢ 09/01/3z 12/01/3t 36C N/A 23,62 22,49] 662
<=$1,00( 21 5.5C 1.7t 3.0¢ 08/01/3% 10/01/3t 36C N/A  15,48¢  14,60¢ -
>$1,00( 10 6.1% 2.7¢ 3.51 01/01/3¢ 09/01/3% 36C N/A  14,91¢  14,66¢ >
Summary 18¢ 6.3¢ 1.62 3.74 09/01/3z 01/01/3¢ 36C N/A  70,55¢  66,09( 1,201
CO-OP <= $10C 5 5.12 2.6 3.2¢ 10/01/3¢ 12/01/3t 36C N/A 1,56: 33¢ >
<=$25( 2C 6.12 2.2¢ 3.45  10/01/3¢ 12/01/3t 36C N/A 4,31 3,61¢ 212
<=$50( 25 6.3¢ 1.5C 3.4c 08/01/3¢ 12/01/3% 36C N/A 10,12« 9,05¢ >
<=$1,00( 14 5.5C 2.6t 3.44 12/01/3¢ 11/01/3t 36C N/A  10,21¢ 9,94/ -
>$1,00( 4 6.0C 2.3¢ 3.44 11/01/3¢ 12/01/3t 36C N/A 5,65¢ 5,354 >
Summary 68 6.3¢ 1.5C 3.5 08/01/3¢ 12/01/3t 36C N/A  31,87¢  28,30¢ 212
PUD <= $10( 1 3.0C 3.0C 3.0C 07/01/3t 07/01/3¢ 36C N/A 10C 92 >
<=$25( 18 6.5C 2.6t 4.0¢ 01/01/3t 12/01/3¢ 36C N/A 3,61¢ 3,444 34&
<=$50( 15 6.8¢ 2.6 4.0C 08/01/3z 12/01/3¢ 36C N/A 5,23¢ 4,94¢ 45¢
<=$1,00( 5 5.8¢ 2.6t 3.8c 05/01/3¢ 12/01/3¢ 36C N/A 3,43: 3,252 59¢
>$1,00( 4 6.12 2.7¢ 4.4¢ 04/01/3¢ 12/01/3¢ 36C N/A 5,23¢ 5,14: 1,08t
Summary 43 6.8¢ 2.6t 4.0z 08/01/3z 12/01/3¢ 36C N/A  17,61¢ 16,87t 2,48:
Summary <= $10C 33 6.3¢ 2.6 3.27 10/01/3¢ 12/01/3t 36C N/A 4,94 2,34¢ 17€
<=$25( 18¢ 6.62 2.2F 3.7¢ 09/01/3z 01/01/3¢ 36C N/A  38,26( 33,88¢ 1,61(C
<=$50( 234 7.2¢E 1.5C 3.8 08/01/3z 01/01/3¢ 36C N/A 86,71« 80,69: 7,96¢
<=$1,00( 81 6.0C 1.62 3.4C 08/01/3% 12/01/3t 36C N/A  61,56¢ 58,40( 3,25:¢
>$1,00( 39 6.2 2.3¢ 4.1¢ 04/01/3¢ 12/01/3¢ 36C N/A 63,160 62,03 7,332
Grand Total 57¢ 7.2t 1.5C 3.74 08/01/3z 01/01/3¢ 36C N/A  254,64¢ 237,36( 20,331
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The following table details activity for loans héfdsecuritization trusts for the nine months en8egtember 30, 2010 (dollar amot
in thousands).

Current Net Carrying
Principal Premium Loan Reserve Value
Balance, January 1, 2010 $ 277,000 $ 1,75C $ (2,58) $ 276,17t
Principal repayments (38,559 — — (38,559
Provision for loan losses — — (1,210 (1,210
Transfer to real estate owned (1,097 — 44¢ (64%)
Charge-offs — — 534 534
Amortization for premium — (252) — (252)
Balance, September 30, 2010 $ 237,36( $ 1,49¢ $ (2,80¢) $ 236,05(

Investment in Limited Partnership:

The following table details loan summary informatfor the loans acquired by the limited partnerstdpounted for under the equity
method (dollar amounts in thousands).

Number of Loan: 122
Aggregate Current Loan Balance $ 15,15
Average Current Loan Balance $ 123
Weighted Average Seasoning (Months) 57
Weighted Average Maturity 10/1/203
Weighted Average Gross Coupon 7.4%
Average Original Loan-to-Value of Loan 88.0(%
Average Loan-to-Value of Asset at Funding 121.0%
Average Cost-to-Principal of Asset at Funding 64.7¢%
Fixed Rate Mortgages 77.0%
Adjustable Rate Mortgages 22.9%
First Lien Mortgages 100.0(%

Cash and cash equivalent®\e had unrestricted cash and cash equivalents@5$Hillion.

Receivables and other assetReceivables and other assets totaled $10.4 milgoof September 30, 2010, and consist primar
$4.2 million of assets related to discontinued apens, $2.4 million of restricted cash, $0.8 roifliof accrued interest receivable, $0.8 mil
of prepaid expenses, $0.7 million related to escaowances, $0.6 million of capitalization expens#ated to equity and bond issuance ¢
$0.5 million investment in Bridger Notes, and $@8lion of real estate owned (“REOTh securitization trusts. The restricted cash 2#
million includes $2.2 million held by counterpagtias collateral for hedging instruments and $0.iamias collateral for a letter of cre
related to the lease of the Company’s corporateduesters.

Balance Sheet Analysis - Financing Arrangements

Financing Arrangements, Portfolio Investmentss of September 30, 2010, there were approxima#88:5 million of repurcha:
borrowings outstanding. Our repurchase agreentgpisally have terms of 30 days or less. As oft8eyber 30, 2010, the current weigt
average borrowing rate on these financing facdlitas 0.31%. For the three months ended Septe3dh@010, the ending balance, quart
average and maximum balance at any mamith- of the repurchase agreements were $38.5 milkdi8.5 million and $40.8 millio
respectively.

Collateralized Debt Obligations As of September 30, 2010, we have CDOs outstandfirapproximately $227.7 million with
weighted average interest rate of 0.64%. The CD&anently finance our loans held in securitizatiosts.

Subordinated DebenturesAs of September 30, 2010, we have trust prefereedrities outstanding of $45.0 million that bea
average interest rate of 4.21%. These seculitge a weighted average interest rate equal te thenth LIBOR plus 3.84%. The Comp.
had previously paid interest at a fixed rate 06863on $20 million of these securities through B0y 2010. The securities are fully guaran
by the Company with respect to distributions andants payable upon liquidation, redemption or repayt, and mature in 2035. Th
securities are classified as subordinated debeninrde liability section of our condensed cordatied balance sheet.
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Convertible Preferred Debentures\t September 30, 2010, we had $20.0 million of eotible preferred debentures outstanding.
issued these shares of Series A Preferred StodklBoGroup Inc. and certain of its affiliates for aygregate purchase price of $20.0 mill
The Series A Preferred Stock entitles the holdereeteive a cumulative dividend of 10% per yeahjestt to an increase to the extent
guarterly common stock dividends exceed $0.20 hares The current quarterly dividend rate is 10(@¥b a per annum basis) based or
2010 third quarter common stock dividend of $0.T8e Series A Preferred Stock is convertible irftares of our common stock based
conversion price of $8.00 per share of common statlich represents a conversion rate of two andhatie(2 ¥2) shares of common stock
each share of Series A Preferred Stock. All oflttemillion shares of Series Preferred Stock isdmeds remain outstanding at Septembe
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 ourabak sheet. We plan to redeem the Series A Pedf&tock on or prior to the mandat
redemption date.

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

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

Derivative financial instruments contain credikrts the extent that the institutional counterprtinay be unable to meet the tern
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 credikrig\ccordingly, we do not expect any mate
losses as a result of default by other partiescaohot guaranty we do not have counterparty fslur

We enter into derivative transactions solely fakrmanagement purposes. The decision of whethapta given transaction, o
portion thereof, is hedged is made on a casedsg basis, based on the risks involved and offutors as determined by senior manager
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 hedgsk, we may consider whether other assetdlitiab, firm commitments and anticipa
transactions already offset or reduce the risk. tllhsactions undertaken as a hedge are enteredvitit a view towards minimizing tl
potential for economic losses that could be inaibg 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 September 30, 2010, the Company tg@i@million notional in interest rate swaps outsliag with a fair market value of $(1
million. In addition, the Company had $153.8 milliaotional in outstanding interest rate caps withinmarket value of $0. Both the intel
rate swaps and interest rate caps qualify as aasliftdges for purposes of reporting.

Balance Sheet Analysis - Stockholders’ Equity

Stockholders’equity at September 30, 2010 was $67.5 million imctuded $16.0 million of net unrealized gains a@itable fo
sale securities and a $1.6 million unrealized tessted to cashflow hedges presented as accumutiedcomprehensive income/(loss).
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Results of Operations
Overview of Performance

For the three and nine months ended September030, 2ve reported net income of $1.6 million andB®&illion, respectively, ¢
compared to net income of $2.9 million and $7.5iari| respectively, for the same periods in 2008e Thain components of the change ir
income for the three and nine months ended SepteBih@010 as compared to the same periods fgoribe year are detailed in the followi
table (dollar amounts in thousands, except perestiata):

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2010 2009 Difference 2010 2009 Difference

Net interest incom $ 2,228 $ 468: $ (2,45¢) $ 8,32: $ 12,93t $ (4,612
Provision for loan losses (734) (52€) (20€) (1,33¢) (1,41 78
Impairment loss on investment
securities — — — — (119 11¢
Realized gain on securities 1,86( 35¢ 1,501 3,95¢ 62< 3,33¢
General, administrative and oth¢
expenses 2,22z 1,87¢ (347) 6,18¢ 5,04 (1,139
Income from continuing
operations 1,27¢ 2,641 (1,362) 4,91( 6,97¢ (2,06¢)
Income from discontinued
operation - net of tax 29¢ 23€ 62 877 50C 371
Net income $ 1577 % 2871 % (1,300 $ 5787 $ 7478 $ (1,697
Basic income per common shar$ 017 $ 031 $ 019 $ 061 $ 0.8C $ (0.19
Diluted income per common she$ 017 $ 03C $ 0.19 $ 061 $ 0.7¢  $ (0.1%)

The decrease in net income of $1.3 million for guarter ended September 30, 2010 as compared &athe period in the previc
year was due primarily to a $2.5 million decreasaét interest margin on the investment portfolid &ans held in securitization trusts, a !
million increase in provision for loan losses, an®&0.3 million increase in general, administratarel other expenses, partially offset by
increase of $1.5 million in realized gain on seesi The decline in net interest margin in thertgreended September 30, 2010 as compau
the quarter ended September 30, 2009 was primduidyto a $227.5 million decrease in our averagerést earning assets to approxime
$343.5 million. The general, administrative andeotexpenses increase of $0.3 million in the quanteled September 30, 2010 as compar
September 30, 2009 was due mainly to a $0.5 milllenease in management fees to HCS, includingnitnees, as the Company sold cer
securities related to its alternative investmeratsgies purchased in 2009.

The decrease in net income of $1.7 million for thiee months ended September 30, 2010 as comparés t\ame period in t
previous year was primarily due to a decrease d $dllion in net interest margin, an increase émegral, administrative and other expensi
$1.1 million, offset by an increase of $3.3 millionrealized gain on securities, and a $0.1 millitetrease in impairment loss on investr
securities.
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Comparative Net I nterest Income

Our results of operations for our investment pdidfoluring a given period typically reflects thetrieterest spread earned on
investment portfolio of Agency RMBS, non-Agency RBMloans held in securitization trusts, loans Heldsale and CLOs (ourlriteres
Earning Assets”).The net interest spread is impacted by factors agobur cost of financing, the interest rate owestments are earning ¢
our interest rate hedging strategies. Furthermtire, amount of premium or discount paid on purctiagertfolio investments and t
prepayment rates on portfolio investments will iriple net interest spread as such factors wikkiibertized over the expected term of ¢
investments. The following tables set forth thares in net interest income, yields earned onrdarest Earning Assets and rates on fina
arrangements for the three and nine months endetgr8ber 30, 2010 and 2009 (dollar amounts in thudsagexcept as noted):

For the Three Months Ended September 30,

2010 2009
Average Yield/ Average Yield/
Balance (1) Amount Rate (2) Balance (1) Amount Rate (2)
($ Millions) ($ Millions)
Interest income:

Interest Earning Assets $ 3902 $ 3,66¢ 3.7¢% $ 610.2 $ 7,59¢ 4.98%
Amortization of net discount (46.7) 867 1.55% (39.9) 40C 0.62%
Interest income/weighted avera@ 343t % 4,53¢ 52¢% $ 571.C % 7,99 5.6(%
Interest expense:

Investment securities and loan<$ 286.2 $ 1,211 1.66% $ 495¢ % 1,86¢ 1.47%
Subordinated debentures 45.C 562 4.9(% 45.C 78E 6.8%
Convertible preferred debenture 20.C 537 10.51% 20.C 662 12.9%
Interest expense $ 351.c 2,311 251% $ 560.¢ $ 3,311 2.31%
Net interest incom $ 2,22t 2.72% $ 4,68: 3.25%

(1) Our average balance of Interest Earning Assetal@ilated each period as the daily average baffamdbe period of our Interest Earn
Assets, excluding unrealized gains and losses. aWerage balance of interest bearing liabilitiesatculated each period as the d
average balance for the period of our financingragements (portfolio investments), CDOs, subordithatebentures and convert
preferred debentures.

(2) Our net yield on Interest Earning Assets is cateddy dividing our annualized interest income froor Interest Earning Assets for
period by our average Interest Earning Assets dutie same period. Our interest expense rateléalated by dividing our annualiz
interest expense from our interest bearing liaedifor the period by our average interest bedraiglities. The interest expense inclu
annualized interest incurred on interest rate swaps

For the Nine Months Ended September 30,

2010 2009
Average Yield/ Average Yield/

Balance (1) Amount Rate (2) Balance (1) Amount Rate (2)

($ Millions) ($ Millions)
Interest income:
Interest Earning Assets $ 435.:  $ 13,66 4.1¢% $ 679.2 % 23,84¢ 4.68%
Amortization of net discount (47.9) 2,28( 1.31% (23.7) 351 0.24%
Interest income/weighted averaw$ 387 $ 15,94: 54% $ 656.. $ 24,20( 4.92%
Interest expense:
Investment securities and loans$ 316.C $ 3,881 1.62% $ 5778 $ 7,041 1.6(%
Subordinated debentures 45.C 1,99t 5.82% 45.C 2,415 7.0€%
Convertible preferred debenture 20.C 1,737 11.41% 20.C 1,807 11.87%
Interest expense $ 381.C $ 7,61¢ 26% $ 642.5 $ 11,26¢ 2.3(%
Net interest incom $ 8,32: 2.8% $ 12,93¢ 2.62%

(1) Our average balance of Interest Earning Assetal@ulated each period as the daily average balfomdfe period of our Interest Earn
Assets, excluding unrealized gains and losses. avarage balance of interest bearing liabilitiesatculated each period as the d
average balance for the period of our financingragements (portfolio investments), CDOs, subordthadebentures and convert



preferred debentures.

(2) Our net yield on Interest Earning Assets is cakealdy dividing our annualized interest income frour Interest Earning Assets for
period by our average interest earning assets glthi@ same period. Our interest expense rateléslaged by dividing our annualiz
interest expense from our interest bearing liabdifor the period by our average interest bedraiglities. The interest expense inclu
annualized interest incurred on interest rate swaps
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The following table sets forth, among other thintye net interest spread for our portfolio of et Earning Assets by quarter
the eight most recently completed quarters, exntythe costs of our subordinated debentures andedilnie preferred debentures.

Weighted
Average
Cash Yield Constant
Average Interest  Weighted on Interest Prepayment
Earning Assets Average Earning Cost of Funds Net Interest Rate
Quarter Ended (1) ($ millions) Coupon (2) Assets (3) (4) Spread (5) (CPR) (6)
September 30, 2010 $ 343.F 3.76% 5.29% 1.66% 3.63% 21.1%
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 % 4.13 % 22.5%
June 30, 2009 $ 600.5 4.99 % 5.09 % 1.48 % 3.61 % 214 %
March 30, 2009 $ 797.2 4.22 % 4.31 % 1.79 % 252 % 12.3 %
December 31, 2008 $ 841.7 4.77 % 4.65 % 3.34% 131 % 9.2%

(1) Our average Interest Earning Assets is calculatet guarter as the daily average balance of oardst Earning Assets for the qual
excluding unrealized gains and losses.

(2) The weighted average coupon reflects the weightedage rate of interest paid on our Interest Egrissets for the quarter, net of f
paid. The percentages indicated in this columntheeinterest rates that will be effective througle interest rate reset date, wt
applicable, and have not been adjusted to reffecptirchase price we paid for the face amounte§éturity.

(3) Our weighted average cash yield on Interest Eardisgets was calculated by dividing our annualizegérest income from Intert
Earning Assets for the quarter by our average ésteEarning Assets.

(4) Our cost of funds was calculated by dividing ounwalized interest expense from our Interest Eardiegets for the quarter by «
average financing arrangements, portfolio investsiand CDOs.

(5) Netinterest spread is the difference between aiglhted average cash yield on Interest Earningtdsse our cost of fund

(6) Our constant prepayment rate, or CPR, is thpgytion of principal of our pool of loans that mepaid off during each quarter.

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended For the Nine Months Ended
September 30, September 30,

General, Administrative and
Other Expenses: 2010 2009 Change 2010 2009 Change
Salaries and benefits $ 51C $ 472 $ 37 % 1,321 $ 1,48¢ $ (15¢9)
Professional fees 32C 328 3) 90t 1,021 (11€)
Management fees 97¢ 50¢ 471 2,18¢ 93¢ 1,24¢
Other 415 571 (15€) 1,77C 1,60¢ 16t

Total $ 2,22: $ 1,87t $ 347 $ 6,18t $ 5047 $ 1,13¢

The increase in general, administrative and otlxgereses of $0.3 million and $1.1 million for theed and nine months enc
September 30, 2010 as compared to the three amdmamths ended September 30, 2009 was due to aa$®cin management fees
$0.5 million and $1.2 million, respectively. Theciease in management fees is related to higheniive fees earned from assets that fall u
the provisions of the Prior Advisory Agreement.eTinvestments in these assets were originallyabeiti in the second quarter of 2009.
incentive fees were generated from realized gaom fsales of non-Agency RMBS and excess interéstng from our CLO and noAgency
RMBS investments.
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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 September 30, 2010, we had $40.5 milloonash, $58.3 million in unencumbered securitiasluding $10.4 million of Agenc
RMBS, and borrowings of $38.5 million under outsting repurchase agreements. A forward sale ofrigiesuof $7.7 million settled
October 2010. At September 30, 2010, we also bagdrterm obligations, including CDOs outstanding of $22million and subordinat
debt of $45.0 million.

The Company also has $20.0 million of its convéetireferred debentures (also referred to as SArieeeferred Stock) outstandil
net of deferred issuance costs. The Series A Peefe3tock matures on December 31, 2010, at whink tve must redeem any outstans
shares at the $20.00 per share liquidation preter@tus any accrued and unpaid dividends at thed.tiThe Company plans to redeem t
securities from working capital. Based on our entiinvestment portfolio, leverage ratio and a\dé@sborrowing arrangements, we believe
existing cash balances, funds available under awrent repurchase agreements and cash flows froematpns will meet our liquidi
requirements for at least the next 12 months.

We had outstanding repurchase agreements, a foawllaferalized shorterm borrowing, with four different financial inttions as ¢
September 30, 2010. These agreements are securedrbfgency RMBS and bear interest rates that Haseorically moved in clos
relationship to LIBOR. Our borrowings under repwasé agreements are based on the fair value of ottgage backed securities portfol
Interest rate changes can have a negative impadh®rvaluation of these securities, reducing theowarh we can borrow under thi
agreements. Moreover, our repurchase agreemiimisthe counterparties to determine a new markdtier of the collateral to reflect curr
market conditions and because these lines of fingnare not committed, the counterparty can cal lden at any time. If a counterpe
determines that the value of the collateral hasedesed, the counterparty may initiate a margin @adl require us to either post additic
collateral to cover such decrease or repay a powiothe outstanding borrowing, on minimal notiddoreover, in the event an exist
counterparty elected to not reset the outstandaigrice at its maturity into a new repurchase agee¢nwe would be required to repay
outstanding balance with cash or proceeds receinmd a new counterparty or to surrender the moedsgrked securities that serve
collateral for the outstanding balance, or any doatiion thereof. If we are unable to secure finagdirom a new counterparty and hau
surrender the collateral, we would expect to irecsignificant loss.

At September 30, 2010, our leverage ratio for oMBS investment portfolio, which we define as outstanding indebtedness un
repurchase agreements divided by stockholdmggity, was less than 1 to 1. We have continuegtitize significantly less leverage than
previously targeted leverage due to the ongoing@sitipning of our investment portfolio from one parily focused on leveraged Agel
RMBS and prime ARM loans held in securitizationstauto a more diversified portfolio that includdeneents of credit risk with reduc
leverage, as well as the greater than anticipateduat of time involved in identifying and redeplogi capital to suitable new investm
opportunities and redeploying the capital. Becdirsncing for certain of the assets that introdaceit risk remains unfavorable, to date,
have used cash from operating activities to finaassets other than Agency RMBS and mortgage loaldkii securitization trusts. We m
however, increase leverage in the future by inéngasur RMBS position, particularly our Agency RMBf®sition, as market opportunit
warrant.
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We enter into interest rate swap agreements aschanism to reduce the interest rate risk of the BMBrtfolio. At September &
2010, we had $82.6 million in notional intereseratvaps outstanding. Should market rates for aingirm interest rate swaps drop below
fixed rates we have agreed to on our interest sat@ps, we will be required to post additional marty the swap counterparty, reduc
available liquidity. At September 30, 2010, weeqged $2.2 million in cash margin to cover decréagaluations for our interest ri
swaps. The weighted average maturity of the swegss1.85 years at September 30, 2010.

As it relates to loans sold previously under certaan sale agreements by our discontinued morttgagkng 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 managemery’ experience, whether such request may reasonablyebmed to have merit. As of September 30, 200 amount ¢
repurchase requests outstanding was approximat@lynilion, against which we had a reserve of agpnately $0.3 million. More recentl
there have been indications that Fannie Mae anddigéMac, as well as certain bond insurers ancelargvate investors, intend to pursue n
aggressively in the future repurchase demandsrisadhes of representation and warranties involuetthé sale of loans now in default.
cannot assure you that we will be successful itlisgtthe remaining repurchase demands on favortas, or at all, or that additional n
demands will not adversely affect us. If we arahla to successfully resolve or settle these demasdthey arise from time to time,
liquidity could be adversely affected. In additidhe market value and liquidity of our investmentay be negatively impacted, if there
widespread slowdown in the home foreclosure process

We have paid a cash dividend on our common stodkSamies A Preferred Stock each quarter since M2068. See Note 12 fo
presentation of cash dividends declared and paidsbgince January 1, 2009. Our board of direatéiscontinue to evaluate our comm
stock dividend policy each quarter and will makguatinents as necessary, based on a variety ofréadteluding, 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 dividemdsch only occurs when our board of directors dess a dividend.

We intend to make distributions to our stockholdersomply with the various requirements to maimtaur REIT status and
minimize or avoid corporate income tax and the maluttible excise tax. However, differences in tignbetween the recognition of RE
taxable income and the actual receipt of cash coedpiire us to sell assets or to borrow funds cshaertierm basis to meet the RE
distribution requirements and to avoid corporat®ine tax and the nondeductible excise tax.

Advisory Agreement

Effective July 26, 2010, we entered into an ameraied restated advisory agreement between HCS, &JMand us, which w
sometimes refer to in this Form 10-Q as the “Newi8ory Agreement.”Pursuant to the New Advisory Agreement, HCS wilb\pde
investment advisory services to us and will man&gewv program assetsacquired on our behalf after the date of the Newigaty
Agreement. See Note 14 to the condensed consadidiatancial statements included under Item 1 isf Borm 10-Q.

The New Advisory Agreement has an initial term thapires on June 30, 2012, subject to automatiua@noneyear renewa
thereafter. The Company may terminate the Agre¢mmrealect not to renew the Agreement, subjectettain conditions and subject to pay
a termination fee equal to the product of (A) In8l §B) the sum of (i) the average annual base advige earned by HCS during the 2ontf
period preceding the effective termination dated éi) the annual consulting fee. For the thred ame months ended September 30, 2
HCS earned base advisory and consulting fees & @@llion and $0.6 million, respectively and an émtive fee of $0.7 million and $!:
million, respectively. As of September 30, 201@ $Hwas managing approximately $46.5 million of tsse
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Inflation

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

ltem 3. Quantitative and Qualitative Disclosures bout Market Risk

Market risk is the exposure to loss resulting frefranges in interest rates, credit spreads, foreigmency exchange rat
commodity prices and equity prices. Because weirarested solely in U.Sdellar denominated instruments, primarily residanthortgag
instruments, and our borrowings are also domesticladS. dollar denominated, we are not subjecbteifin currency exchange, or commo
and equity price risk; the primary market risk thet are exposed to is interest rate risk and iggae ancillary risks. Interest rate risk is hig
sensitive to many factors, including governmentahgtary and tax policies, domestic and internatieeanomic and political consideratic
and other factors beyond our control. All of ouarket risk sensitive assets, liabilities and reladierivative positions are for ndrading
purposes only.

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

» Interest rate risk

o 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, domestid international econon
conditions, and political or regulatory matters dxeg 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 éime 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 sensitivitpuwr current and future earnings to interest ratiatility, variability of sprea
relationships, the difference in peicing intervals between our assets and liabdlined the effect that interest rates may have orash flows
especially the speed at which prepayments occuruomesidential mortgage related assets. Changeseirest 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 dates d@natnot matched to the reset dates on our repwe
agreements. In general, the repricing of our relfmase agreements occurs more quickly than theciegrof our assets. First, our floating |
borrowings may react to changes in interest raéfere our adjustable rate assets because the wdiglverage next ngricing dates on tt
related borrowings may have shorter time periods ttnat of the adjustable rate assets. Secondestteates on adjustable rate assets m
limited to a “periodic capbr an increase of typically 1% or 2% per adjustnpartod, while our borrowings do not have compaediphitations
Third, our adjustable rate assets typically lagnges in the applicable interest rate indices bydd$s due to the notice period provide:
adjustable rate borrowers when the interest ratgbair loans are scheduled to change.
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We seek to manage interest rate risk in the paotfm} 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 dwrilyARM securities and loans net of the cost afficing hybrid ARMs. W
continually monitor and estimate the duration of bybrid ARMs and have a policy to hedge the finagof the hybrid ARMs such that t
net duration of the hybrid ARMs, our borrowed 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 sisaiin projecting portfolio performances over argrio of different intere
rates. The model incorporates shifts in interet¢siachanges in prepayments and other factors tingathe valuations of our financ
securities, including mortgage-backed securitiegurchase agreements, interest rate swaps anesintate caps.

Based on the results of the model, instantaneoasgds in interest rates would have the followirfgatfon net interest incor
for the nine months ended September 30, 2010 (dmiteounts in thousands):

Changes in Net Interest Income
Changes in Net Interes

Changes in Interest Rates Income
+200 $ (2,619
+100 $ (1,93%)
-100 $ 184

Interest rate changes may also impact our net vable as our mortgage assets and related hedgeatiless are marked-to-
market each quarter. Generally, as interest ratzease, the value of our mortgage assets decreadess interest rates decrease, the va
such investments will increase. In general, we waxpect however that, over time, decreases irevafour portfolio attributable to inter:
rate changes will be offset, to the degree we a&mwgéd, by increases in value of our interest rataps, and vice versa. However,
relationship between spreads on securities anédpren swaps may vary from time to time, resulimg net aggregate book value increas
decline. However, unless there is a material inmpaitt in value that would result in a payment nahgpeeceived on a security or loan, chat
in the book value of our portfolio will not diregthffect our recurring earnings or our ability take a distribution to our stockholders.
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Liquidity Risk

Liquidity is a measure of our ability to meet pdtehcash requirements, including ongoing committado repay borrowing
fund and maintain investments, pay dividends to stockholders and other general business needstedégnize the need to have fu
available to operate our business. It is our policyave adequate liquidity at all times. We plamteet liquidity through normal operatic
with the goal of avoiding unplanned sales of assetamergency borrowing of funds.

Our principal sources of liquidity are the repurslagreements on our RMBS, the CDOs we have igsufédance our loar
held in securitization trusts, the principal anteiest payments from mortgage assets and cashegiodem the issuance of equity secur
(as market and other conditions permit). We beli@weexisting cash balances and cash flows fromadipas will be sufficient for our liquidii
requirements for at least the next 12 months.

As it relates to our investment portfolio, derivatifinancial instruments we use to hedge inters#t risk subject us tartargir
call” risk. If the value of our pledged assets decrealesto 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 “borrasi'sus the 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 morgglgns before maturity or faster than their sclestiamortization, the effe
is to shorten the period over which interest isiedr and therefore, reduce the yield for mortgageta purchased at a premium to their
current balance, as with the majority of our asseversely, mortgage assets purchased for lassthigir then current balance exhibit hig
yields due to faster prepayments. Furthermore, gym@ent speeds exceeding or lower than our modetedapment speeds impact
effectiveness of any hedges we have in place tigatdt financing and/or fair value risk. Generallyhen market interest rates decl
borrowers have a tendency to refinance their mgegathereby increasing prepayments.

Our prepayment model will help determine the amaiiitedging we use to offet changes in interest rates. If actual prepay
rates are higher than modeled, the yield will besléhan modeled in cases where we paid a premiunthéo particular mortgage as:
Conversely, when we have paid a premium, if agwmepayment rates experienced are slower than mohdeke would amortize the premi
over a longer time period, resulting in a highalgito maturity.

In an increasing prepayment environment, the tindifference 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 evalugatinr mortgage assets relative to prepayment spieisved for assets w
a similar structure, quality and characteristiagrtiermore, we stredsest the portfolio as to prepayment speeds andeisiteate 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 ceitt the principal we have invested in mortgage soanother assets due to eil
borrower defaults, or a counterparty failure. Owrtfplio of loans held in securitization trusts aé September 30, 2010 consistec
approximately $237.4 million of securitized firgrs originated in 2005 and earlier. The secuadtifiest liens were principally originated
our subsidiary, HC, prior to our exit from the ngage lending business. These are predominatelyduglity loans with an original avere
loan-to-value (“LTV”) ratio at origination of approximately 70.7%, and @iginal average borrower FICO score of approxaha30. It
addition, approximately 66.3% of these loans waigimated with full income and asset verificatiothile we feel that our origination a
underwriting of these loans will help to mitigakestrisk of significant borrower default on thesars, we cannot assure you that all borro
will continue to satisfy their payment obligatiomsder these loans and thereby avoid default.
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As of September 30, 2010, we owned approximateB/Fanillion of formerly rated AAA norhgency RMBS senior securiti
which are now rated B/B and CCC or below. The Agency RMBS has a weighted amortized purchase micapproximately 73.4%
current par value as of September 30, 2010. Manegebelieves the purchase price discount coupiddthe credit support within the ba
structure protects us from principal loss under tnstiess scenarios for these ndgency RMBS. In addition, we own approximately $8
million of notes issued by a CLO at a discountettpase price equal to 23.2% of par. The securitiesbacked by a portfolio of 150 mid
market corporate loans.

Market (Fair Value) Risk

Changes in interest rates also expose us to maskethat the market value (fair value) on our &sseay decline. For certain
the financial instruments that we own, fair valuél not be readily available since there are ntivactrading markets for these instrument
characterized by current exchanges between wilhiagies. Accordingly, fair values can only be dedwor estimated for these investm
using various valuation techniques, such as comgutie present value of estimated future cash flesisg discount rates commensurate
the risks involved. However, the determination efireated future cash flows is inherently subjectared 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®faSeptember 30, 2010, and do not take into cenaitbn the effects of subsequent inte
rate fluctuations.

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

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

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

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

The fair values of the Company's RMBS are genetadlyed on market prices provided by dealers whoemadrkets in the:
financial instruments. If the fair value of a setyuis not reasonably available from a dealer, ng@maent estimates the fair value base
characteristics of the security that the Compangikes from the issuer and on available marketriméion.

The fair value of mortgage loans held in securiidratrusts is estimated using pricing models adny into consideration t
aggregated characteristics of groups of loans asclut not limited to, collateral type, indexeirgst rate, margin, length of fixedte perioc
life cap, periodic cap, underwriting standards, agd credit estimated using the estimated markieegirfor similar types of loans. Due
significant market dislocation over the past 18 thensecondary market prices were given minimabitaig in determining the fair value
these loans at September 30, 2010 and Decemb2639,

The fair value of our CDOs is based on discountshdlows as well as market pricing on comparalidg.
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The market risk management discussion and the amestimated from the analysis that follows areviorddooking statemen
that assume that certain market conditions occatu# results may differ materially from these piigd results due to changes in our port
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 investend W.S.dollar denominated instruments, primarily residantnortgag
instruments, and has only borrowed money in theeadim market, we are not subject to foreign curyegxchange or commodity price ri
Rather, our market risk exposure is largely dumterest rate risk. Interest rate risk impacts iaterest income, interest expense and the m
value on a large portion of our assets and liaéditThe management of interest rate risk attemopisaximize earnings and to preserve ca
by minimizing the negative impacts of changing neamrates, asset and liability mix, and prepaymetividy.

The table below presents the sensitivity of the ketavalue and net duration changes of our portfatiof September :
2010, using a discounted cash flow simulation madsluming an instantaneous interest rate shiftlidgipn of this method results in
estimation of the fair market value change of aseds, liabilities and hedging instruments per 4&€s point (“bp”) shift in interest rates.

The use of hedging instruments is a critical parur interest rate risk management strategies,taacffects 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, psepent behavior, defaul
as well as the timing and level of interest ratarges will affect the results of the model. Therefactual results are likely to vary fr

modeled results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amount in thousands)
+200 $ (5,569) 0.51 years
+100 $ (1,43)) 0.39 years
Base — 0.37 years
-100 $ 1,222 0.16 years

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

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

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

changes that may occur such as, but not limiteghanges in investment and financing strategieasngés in market spreads and chang
business volumes. Accordingly, we make extensieeafi@n earnings simulation model to further analgar level of interest rate risk.
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There are a number of key assumptions in our eggndimulation model. These key assumptions inctltinges in mark
conditions that affect interest rates, the pricofgARM products, the availability of investment ats and the availability and the cos
financing for portfolio assets. Other key assummionade in using the simulation model include pyepat speeds and managem
investment, financing and hedging strategies, dmdissuance of new equity. We typically run the dation model under a variety
hypothetical business scenarios that may includérdnt interest rate scenarios, different investinstrategies, different prepaym
possibilities and other scenarios that provide ith & range of possible earnings outcomes in oferssess potential interest rate risk.
assumptions used represent our estimate of thly kffect of changes in interest rates and do ecessarily reflect actual results. The earr
simulation model takes into account periodic afetithe caps embedded in our assets in determihmgarnings at risk.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedur&¥e maintain disclosure controls and proceduresdt@tesigned 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 Septenthe2(@0. Based upon that evaluation, our Chiefchtiee Officer and Chief Financ
Officer concluded that our disclosure controls pratedures were effective as of September 30, 2010.

Changes in Internal Control over Financial Repogin There has been no change in our internal contret émancial reportin

during the quarter ended September 30, 2010 tlatrtaderially affected, or is reasonably likely taterially affect, our internal control oy
financial reporting— Refer to recent events.
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PART Il. OTHER INFORMATION
Iltem 1A. Risk Factors

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

Iltem 6. Exhibits

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

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

NEW YORK MORTGAGE TRUST, INC

Date: November 5, 201 By: /s/ Steven R. Mumm

Steven R. Mumm.
Chief Executive Officer and President
(Principal Executive Officer)

Date: November 5, 201 By: /s/ Fredric S. Starke

Fredric S. Starke
Chief Financial Office
(Principal Financial and Accounting Office
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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 ikt 3.1 to th
Company’s Registration Statement on Form S-11lad fivith the Securities and Exchange Commissiorgigetion No. 333-
111668), effective June 23, 2004).

Articles of Amendment of the Registrantc@rporated by reference to Exhibit 3.1 to the ComyfmaCurrent Report on Form 18-
filed on October 4, 2007).

Articles of Amendment of the Registrantc@rporated by reference to Exhibit 3.2 to the ComyfmaCurrent Report on Form 18-
filed on October 4, 2007).

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

Articles of Amendment of the Registrantfirporated by reference to Exhibit 3.1(e) to thenpany’s Current Report on Form 8-
K filed on May 16, 2008).

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

Bylaws of New York Mortgage Trust, Inc. ¢tmporated by reference to Exhibit 3.2 to the Comypm Registration 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 Truec. (Incorporated by reference to Exhibit 3)2dRegistrant's Annu
Report on Form 10-K filed on March 16, 2006).

Form of Common Stock Certificate. (Incorpodalg reference to Exhibit 4.1 to the Company’s Regtion Statement on Form S-
11 as filed with the Securities and Exchange Cormsimis(Registration No. 333-111668), effective JABe2004).

Junior Subordinated Indenture between The New Ywokigage Company, LLC and JPMorgan Chase BankpNatiAssociatiot
as trustee, dated September 1, 2005. (Incorpolatadference to Exhibit 4.1 to the Company’s Curf@aport on Form & as
filed with the Securities and Exchange CommissinrSeptember 6, 2005).

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

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

Articles Supplementary Establishing and Fixing Rights and Preferences of Series A Cumulative Radbk Convertibl

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

Form of Series A Cumulative Redeemable Converfitslsferred Stock Certificate (Incorporated by rafeseto Exhibit 4.2 to tt
Company’s Current Report on Form 8-K filed on Jayub, 2008).

Amended and Restated Advisory Agreement by and graw York Mortgage Trust, Inc., Hypotheca CapitdlC, New York

Mortgage Funding, LLC and Harvest Capital Strategi¢ C, dated as of July 26, 2010 (Incorporateddigrence to Exhibit 10
to the Company’s Current Report on Form 8-K filedJaly 28, 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. | have reviewed this quarterly report on FormQ®@er the quarter ended September 30, 2010 of Nevk Wlortgage Trus
Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omgttde a material fe
necessary to make the statements made, in lighhefcircumstances under which such statements wem@e, nc
misleading with respect to the period covered liy tbport;

3. Based on my knowledge, the financial statement$atimer financial information included in this repdairly present in a
material respects the financial condition, resoltoperations and cash flows of the registrant fasued for, the perioc
presented in this report;

4. The registrans other certifying officer and | are responsible &stablishing and maintaining disclosure contiates
procedures (as defined in Exchange Act Rules 18a}land 15dt5(e)) and internal control over financial repagtias
defined in Exchange Act Rules 13a-15(f) and 15d)1L%r the registrant and have:

(a) Designed such disclosure controls and procedurasgused such disclosure controls and proceduries tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipg; or caused such internal control over finah@aorting to be designi
under our supervision, to provide reasonable asseraegarding the reliability of financial repodimand the preparation
financial statements for external purposes in atanece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedsmehort our conclusiol
about the effectiveness of the disclosure contal$ procedures, as of the end of the period covayethis report based
such evaluation; and

(d) Disclosed in this report any change in the regigtsainternal control over financial reporting thatcurred during tF
registrant's most recent fiscal quarter (the regigs fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5. The registrans other certifying officer and | have disclosedsdsh on our most recent evaluation of internal abrdve!
financial reporting, to the registrant's auditorsd &he audit committee of the registrant's (or @essperforming tt
equivalent functions):

(&) All significant deficiencies and material weaknesge the design or operation of internal controkéofinancial reporting
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasdnre report financial
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significalet in the
registrant's internal control over financial rejoagt

Date: November 5, 2010
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Fredric S. Starker, certify that:

1. | have reviewed this quarterly report on FormQ®@er the quarter ended September 30, 2010 of Nevk Wlortgage Trus
Inc.;

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omgttde a material fe
necessary to make the statements made, in lighhefcircumstances under which such statements wem@e, nc
misleading with respect to the period covered liy tbport;

3. Based on my knowledge, the financial statement$atimer financial information included in this repdairly present in a
material respects the financial condition, resoltoperations and cash flows of the registrant fasued for, the perioc
presented in this report;

4. The registrans other certifying officer and | are responsible &stablishing and maintaining disclosure contiates
procedures (as defined in Exchange Act Rules 18a}land 15dt5(e)) and internal control over financial repagtias
defined in Exchange Act Rules 13a-15(f) and 15d)1L%r the registrant and have:

(a) Designed such disclosure controls and procedurasgused such disclosure controls and proceduries tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipg; or caused such internal control over finah@aorting to be designi
under our supervision, to provide reasonable asseraegarding the reliability of financial repodimand the preparation
financial statements for external purposes in atanece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedsmehort our conclusiol
about the effectiveness of the disclosure contal$ procedures, as of the end of the period covayethis report based
such evaluation; and

(d) Disclosed in this report any change in the regigtsainternal control over financial reporting thatcurred during tF
registrant's most recent fiscal quarter (the regigs fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaft, the registrant's internal control over finahcéporting; and

5. The registrans other certifying officer and | have disclosedsdsh on our most recent evaluation of internal abrdve!
financial reporting, to the registrant's auditorsd &he audit committee of the registrant's (or @essperforming tt
equivalent functions):

(&) All significant deficiencies and material weaknesge the design or operation of internal controkéofinancial reporting
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasdnre report financial
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significalet in the
registrant's internal control over financial rejoagt

Date: November 5, 2010
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




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
September 30, 2010, as filed with the Securities Bxchange Commission on the date hereof (the “R§pehe undersigned hereby cert
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: November 5, 2010 /sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: November 5, 2010 /sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




