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

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

March 31, December 31,
2011 2010
ASSETS (unaudited)

Investment securities available for sale, at faiue (including pledged

securities of $55,772 and $38,475, respectjvely $ 119,32: $ 86,04(
Mortgage loans held in securitization trusts (net) 223,27 228,18!
Mortgage loans held for investment 2,59( 7,46(
Investment in limited partnership 16,64¢ 18,66¢
Cash and cash equivalents 8,43¢ 19,37t
Restricted cash 10,26¢ -
Receivable under reverse repurchase agreements 40,25: -
Receivable for securities sold 45,75( 5,65:%
Derivative asset 5,90z -
Receivables and other assets 9,781 8,91¢
Total Assets $ 48221 $ 374,29:

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 46,56: $ 35,63
Securities sold short, at fair value 81,91¢ -
Collateralized debt obligations 215,26( 219,99:
Derivative liabilities 827 1,08
Payable for securities purchased 17,45( -
Accrued expenses and other liabilities 3,98¢ 4,09t
Subordinated debentures (net) 45,00( 45,00(
Total liabilities 411,00¢ 305,80°
Commitments and Contingencies
Stockholders' Equity:
Common stock, $0.01 par value, 400,000,000 authdyi2,442,537 and 9,425,442,

shares issued and outstanding, respectively 94 94
Additional paid-in capital 133,66¢ 135,30(
Accumulated other comprehensive income 19,57« 17,73:
Accumulated deficit (82,124 (84,639
Total stockholders' equity 71,21 68,48’
Total Liabilities and Stockholders' Equity $ 48221 $ 374,29:

See notes to condensed consolidated financialre&tes.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(amounts in thousands, except per share amounts)

(unaudited)
For the Three Months
Ended March 31,
2011 2010
INTEREST INCOME $ 369 $ 6,221
INTEREST EXPENSE:
Investment securities and loans held in seecatitin trusts 71¢ 1,392
Subordinated debentures 46¢€ 75¢
Convertible preferred debentures - 662
Total interest expense 1,18¢ 2,81
NET INTEREST INCOME 2,51( 3,40¢
OTHER INCOME (EXPENSE):
Provision for loan losses (633) 2
Income from investment in limited partnership 784 -
Realized gain on investment securities
and related hedges 2,191 807
Unrealized loss on investment securities
and related hedges (40 -
Total other income (expense) 2,30z 80t
General, administrative and other expenses 2,29: 1,85¢
INCOME FROM CONTINUING OPERATIONS 2,51¢ 2,357
(Loss) income from discontinued operation - netiaaf (5) 311
NET INCOME $ 251 $ 2,66¢
Basic income per common share $ 027 $ 0.2¢
Diluted income per common share $ 027 $ 0.2¢
Dividends declared per common share $ 0.1t $ 0.2t
Weighted average shares outstanding-basic 9,43: 9,41¢
Weighted average shares outstanding-diluted 9,43: 11,91¢

See notes to condensed consolidated financialms&tes.




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, 201C $ 94 $ 135,30( $ (84,639 $ 17,73: $ - $ 68,481
Net income - - 2,51/ - 2,51¢ 2,51¢
Restricted stock issuance - 68 - - - 68
Dividends declared - (1,700 - - - (1,700

Reclassification adjustment for

net gain included in net

income - - - (1,86¢) (1,86¢) (1,86¢)
Increase in net unrealized gain on

available for sale
securities - - - 3,45( 3,45( 3,45(

Increase in fair value of

derivative instruments utilized for

cash flow hedges - - - 26C 26C 26C
Comprehensive income - - - - $ 4,35¢€ -
Balance, March 31, 2011 $ 94 $ 133,66¢ $ (82,12%) $ 19,57+ $ 71,21

See notes to condensed consolidated financialms&tes.




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

(unaudited)
For the Three Months Ended
March 31,
2011 2010
Cash Flows from Operating Activities:
Net income $ 2514 % 2,66¢
Adjustments to reconcile net income to net casbdus) provided by operating activities:
Depreciation and amortization 34 32C
Net accretion on investment securities and gagre
loans held in securitization trusts (2,107 (839)
Realized gain on securities and related hedges (2,197 (807)
Unrealized loss on securities and related hedge 40 -
Proceeds from repayments or sales of mortgzayes| 7 8
Provision for loan losses 63< 2
Income from investment in limited partnership (784) -
Distributions from investment in limited partskip 20< -
Restricted stock issuance 68 (48)
Changes in operating assets and liabilities:
Receivables and other assets (61€) (38
Accrued expenses and other liabilities (208) (48%)
Net cash (used in) provided by operating activi (1,30%) 788
Cash Flows from Investing Activities:
Restricted cash (10,745 -
Purchases of reverse repurchase agreements (40,257 -
Purchases of investment securities (30,399 -
Proceeds from investment in limited partnership 2,591 -
Proceeds from mortgage loans held for investmen 5,00z -
Proceeds from sales of investment securities 48,88¢ 35¢
Principal repayments received on mortgage |bafd in securitization trusts 4,45: 16,77¢
Principal paydowns on investment securitiegailable for sale 6,34( 8,98:
Net cash (used in) provided by investing activi (14,116 26,117
Cash Flows from Financing Activities:
Proceeds from (payments of) financing arrangeme 10,93: (9,30%)
Dividends paid (2,697 (2,355
Payments made on collateralized debt obligation (4,750 (17,007
Net cash provided by (used in) financing activi 4,484 (28,669
Net Decrease in Cash and Cash Equivalents (10,939 (1,769
Cash and Cash Equivalents - Beginning of Period 19,37¢ 24,52
Cash and Cash Equivalents - End of Period $ 8,43t $ 22,75
Supplemental Disclosure:
Cash paid for interest $ 1,112 $ 2,46¢
Non-Cash Investment Activities:
Sale of investment securities not yet settled $ 4575 $ 2,93¢
Purchase of investment securities not yet settled $ 17,45 $ -

Non-Cash Financing Activities:



Dividends declared to be paid in subsequent period $ 1,70C $ 2,35¢

See notes to condensed consolidated financialms&tes.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
March 31, 2011
(unaudited)

1. Summary of Significant Accounting Policies

Organization- New York Mortgage Trust, Inc., together with @snsolidated subsidiaries (“NYMT,” the “Compansnile,” “our” anc
“us™), is a real estate investment trust, or RElTthe business of acquiring, investing in, finargceand managing primarily mortgagelatec
assets. Our principal business objective is to ggaenet income for distribution to our stockhofleesulting from the spread between
interest and other income we earn on our intezasting assets and the interest expense we payedootrowings that we use to finance
leveraged assets and our operating costs, whiatef@eto as our net interest income. We intencctdeve this objective by investing in a br
class of mortgage-related and financial assetsithaggregate will generate what we believe amaetive riskadjusted total returns for ¢
stockholders. We also may opportunistically acqainel manage various other types of mortga@ted and financial assets that we be
will compensate us appropriately for the risks agged with them.

The Company conducts its business through the parempany, NYMT, and several subsidiaries, inclgdspecial purpos
subsidiaries established for loan securitizationppses, a taxable REIT subsidiary ("TRS") and dlifipd REIT subsidiary ("QRS"). Tt
Company conducts certain of its portfolio investineperations through its wholly-owned TRS, Hypoth&zapital, LLC (“HC”),in order t
utilize, to the extent permitted by law, some drodla net operating loss carfgrward held in HC that resulted from the Compasexi from
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 Mage Funding, LLC (“NYMF"), currently holds certaimortgagerelatec
assets for regulatory compliance purposes. Thepaasnalso may conduct certain other portfolio itwesnt operations through NYMF. T
Company consolidates all of its subsidiaries urgggrerally accepted accounting principles in thetéthStates of America (“GAAP”).

The Company is organized and conducts its opemtiomualify as a REIT for federal income tax pwgs As such, the Comp:
will generally not be subject to federal income taxthat portion of its income that is distributedstockholders if it distributes at least 909
its REIT taxable income to its stockholders by dine date of its federal income tax return and caeaplith various other requirements.

Basis of PresentationThe condensed consolidated balance sheet as ofribece1, 2010, has been derived from audited fiia
statements. The condensed consolidated balanet¢ sh&arch 31, 2011, the condensed consolidasgdrsents of operations for the tF
months ended March 31, 2011 and 2010, the condesweblidated statement of stockholdezgquity for the three months ended March
2011 and the condensed consolidated statementasbf ftows for the three months ended March 31, 281id 2010 are unaudited. In
opinion, all adjustments (which include only normaturring adjustments) necessary to present fidyCompanys financial position, resu
of operations and cash flows have been made. iG@énfarmation and footnote disclosures normallglirded in financial statements prepe
in accordance with GAAP have been condensed ort@mnih accordance with Article 10 of Regulation Saxd the instructions to Form 10-
Q. These condensed consolidated financial statesns@ould be read in conjunction with the constéiddinancial statements and notes the
included in our Annual Report on Form KOfor the year ended December 31, 2010, as fileth Wie Securities and Exchange Commis
(“SEC”). The results of operations for the three months émdarch 31, 2011 are not necessarily indicativéhefoperating results for the 1
year.

The accompanying condensed consolidated finantigraents have been prepared on the accrual Hesisaunting in accordan
with U.S. generally accepted accounting principf&8AAP”). The preparation of financial statements in confeymvith GAAP require
management to make estimates and assumptionsffinettthe reported amounts of assets and lialsliied disclosure of contingent assets
liabilities at the date of the financial statemeantsl the reported amounts of revenues and expensieg the reporting period. Actual res
could differ from those estimates.

The condensed consolidated financial statementseofCompany include the accounts of all subsidsasgynificant intercompal
accounts and transactions have been eliminated.

Prior period income statement and balance sheetiats have been reclassified to conform to cuppenibd classifications.




Investment Securities Available for Salehe Company's investment securities, where thevédire option has not been elected
are reported at fair value with unrealized gaing lasses reported in other comprehensive incom€[("Qinclude residential mortgageacket
securities (“RMBS”) that are issued by Fannie Maé&derally chartered corporation (“GSERhich, together with RMBS issued or guaran
by other GSE's or government agencies, is refetedas “Agency RMBS,” nomgency RMBS and collateralized loan obligati
(“CLOs”). Our investment securities are classified as aviailtdy sale securities. Realized gains and lossegrded on the sale of investrr
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 estimatedfifine investment securities using the effectilddymethod. Adjustments to amortization
made for actual prepayment activity.

When the fair value of an investment security ssléhan its amortized cost at the balance sheet thed security is considel
impaired. The Company assesses its impaired siesuoih at least a quarterly basis, and designatgs immpairments as either “temporamy”
“other-than-temporary.If the Company intends to sell an impaired secuiityit 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 date elfGbmpany does not expect to sell an other
than-temporarily impaired security, only the pamtiof the other-thatemporary impairment related to credit losses ogaized throug
earnings with the remainder recognized as a comyoog other comprehensive income (loss) on the eosdd consolidated balal
sheet. Impairments recognized through other congmstie income (loss) do not impact earnings. Fatigwthe recognition of an other-than-
temporary impairment through earnings, a new casishis established for the security, which maylbeoadjusted for subsequent recoveri
fair value through earnings. However, other-themporary impairments recognized through earningg be accreted back to the amort
cost basis of the security on a prospective basaugh interest income. The determination as tothdrean other-thatemporary impairme
exists and, if so, the amount considered other-teerporarily impaired is subjective, as such deteations are based on both factual
subjective information available at the time ofesssnent. As a result, the timing and amount ofretthentemporary impairments constit
material estimates that are susceptible to sigmfichange.

The Companys investment securities available for sale alstuges its investment in a wholly owned account nrefeé to as th
Midway Residential Mortgage Portfolio. The Midwag$tdential Mortgage Portfolio investments includiiest only and inverse interest ¢
securities issued or guaranteed by a GSE (colkdgtiveferred to as “lIOs”and U.S. Treasury securities. Since the Midway dRegia
Mortgage Portfolio investments include derivatimedastments not designated as hedging instrumemtsalized gains and losses are recogt
through earnings in the condensed consolidateémstaits of operations. Therefore, the Company hextesl the fair value option for th
investment securities which also measures unrehfiains and losses through earnings in the condessesolidated statements of operati
The Company believes this accounting treatment raccerately and consistently reflects their resofitgperations.

Cash and Cash Equivalent€ash and cash equivalents include cash on handjrasndue from banks and overnight deposits.
Company maintains its cash and cash equivalentighly rated financial institutions, and at timbsse balances exceed insurable amounts.

Restricted Cash Restricted cash consists of amounts designatedvestments in our Midway Residential Mortgagetfadio.

Receivables and Other AsseRReceivables and other assets totaled $9.8 milkoof &arch 31, 2011, and consist primarily of ¢
million of assets related to discontinued operatickl.9 million of restricted cash held by thirdtfes, $1.5 million related to escrow advan
$0.8 million of accrued interest receivable, $0.#liom of real estate owned (“REO’In securitization trusts, $0.6 million of capitaltior
expenses related to equity and bond issuance $@& million of prepaid expenses and $0.1 millidrdeferred tax asset. The restricted
held by third parties of $1.9 million includes $In¥illion held by counterparties as collateral fardging instruments and $0.2 million
collateral for a letter of credit related to thade of the Compang’corporate headquarters. Receivables and otbetsastaled $8.9 million
of December 31, 2010, and consist of $4.0 millidrassets related to discontinued operations, $ildbomof restricted cash held by th
parties, $1.1 million related to escrow advanc@sy $nillion of real estate owned (“REOW) securitization trusts, $0.6 million of capitaltor
expenses related to equity and bond issuance&mstmillion of accrued interest receivable, $0liom of prepaid expenses and $0.1 mill
of deferred tax asset. The restricted cash helthbg parties of $1.4 million includes $1.2 millicheld by counterparties as collateral
hedging instruments and $0.2 million as collatésak letter of credit related to the lease of@@mpany’s corporate headquarters.

Mortgage Loans Held in Securitization TrustdMortgage loans held in securitization trusts argabe adjustable rate mortge
("ARM") loans transferred to New York Mortgage Tr@905-1, New York Mortgage Trust 2005-2 and NewkvMortgage Trust 2008-tha
have been securitized into sequentially rated ekae$ beneficial interests. Mortgage loans helgeiouritization trusts are carried at their un
principal balances, net of unamortized premiumiscalint, unamortized loan origination costs anovedince for loan losses.

Interest income is accrued and recognized as reveiien earned according to the terms of the moetd@ans and when, in t
opinion of management, it is collectible. The aatrof interest on loans is discontinued when, imaggemens opinion, the interest is r
collectible in the normal course of business, Iuhd case when payment becomes greater than 90ddégguent. Loans return to accr



status when principal and interest become curmetitaae anticipated to be fully collectible.




Mortgage Loans Held for InvestmenMortgage loans held for investment are stated atighprincipal balance, adjusted for
unamortized premium or discount, deferred feesxpepses, net of valuation allowances. Interesirmeis accrued on the principal amour
the loan based on the loantontractual interest rate. Amortization of prems$ and discounts is recorded using the effectivdd
method. Interest income, amortization of premiwand discounts and prepayment fees are reporteddrest income. Loans are considere
be impaired when it is probable that, based uporeatiinformation and events, the Company will Ibahle to collect all amounts due ur
the contractual terms of the loan agreement. Bagrdtie facts and circumstances of the individoahs being impaired, loan specific valua
allowances are established for the excess carmgahge of the loan over either: (i) the present gadfi expected future cash flows discounte
the loan’s original effective interest rate, (lietestimated fair value of the loaninderlying collateral if the loan is in the presef foreclosul
or otherwise collateral dependent, or (iii) therlgaobservable market price.

Investment in Limited Partnership InterestThe Company has an equity investment in a limitadrgrship. In circumstanc
where the Company has a noontrolling interest but either owns a significanterest or is able to exert influence over theuiadf of the
enterprise, the Company utilizes the equity metbbedccounting. Under the equity method of accawgtihe initial investment is increa:
each period for additional capital contributionslan proportionate share of the enstyarnings and decreased for cash distributionss
proportionate share of the entity’s losses.

Management periodically reviews its investmditsimpairment based on projected cash flows from ¢ntity over the holdir
period. When any impairment is identified, thedstments are written down to recoverable amounts.

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

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

Comparing the current loan balance to the propeatye determines the current loan-to-value (“LTVd}io of the loan. General
we estimate that a first lien loan on a properiyt thoes into a foreclosure process and becomeseséate owned (“REO”)esults in th
property being disposed of at approximately 84%hefcurrent appraised value. This estimate is basetianagement's experience as we
realized severity rates since issuance of our g&maiions. During 2008, as a result of the sigrafit deterioration in the housing market,
revised our policy to estimate recovery values #ase current home valuations less expected costdigpose. These costs typici
approximate 16% of the current home value. It issdle given continued difficult real estate mark@nditions in many geographic regions
we may realize less than that return in certairesashus, for a first lien loan that is delinquemg will adjust the property value down
approximately 84% of the current property value aondhpare that to the current balance of the lodre @ifference determines the b
provision for the loan loss taken for that loanisThase provision for a particular loan may be sidid if we are aware of specific circumstai
that may affect the outcome of the loss mitigatgncess for that loan. Predominately, however, s the base reserve number for
reserve.

The allowance for loan losses will be maintainesbtigh ongoing provisions charged to operating ine@nd will be reduced
loans that are charged off. As of March 31, 201d Becember 31, 2010, the allowance for loan lobsés in securitization trusts totaled $
million.

Financing Arrangements, Portfolio Investmentinvestment securities available for sale are typicfinanced with repurcha
agreements, a form of collateralized borrowing Wwhig secured by the securities on the balance st&ath financings are recorded at t
outstanding principal balance with any accruedregedue recorded as an accrued expense.

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

Termination of Hedging Relationship§he Company employs a number of risk managementtarong procedures to ensure t
the designated hedging relationships are demoimgjraand are expected to continue to demonstratagla level of effectiveness. Hec
accounting is discontinued on a prospective b&sids determined that the hedging relationshimaslonger highly effective or expected tc
highly effective in offsetting changes in fair valof the hedged item.

Additionally, the Company may elect to un-designatéedge relationship during an interim period aedesignate upon tl



rebalancing of a hedge profile and the correspandliedge relationship. When hedge accounting isodiswed, the Compa
continues to carry the derivative instruments atvalue with changes recorded in current earnings.




Revenue Recognitioninterest income on our residential mortgage loamd mortgagéacked securities is a combination of
interest earned based on the outstanding prinbgdahce of the underlying loan/security, the casttral terms of the assets and the amortiz
of yield adjustments, principally premiums and disats, using generally accepted interest methdaks.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 requir@agement judgment, which involv
among other things, consideration of possible futimterest rate environments and an estimate of bowowers will react to tho
environments, historical trends and performance dttual prepayment speed and actual lives coutddse or less than the amount estim
by management at the time of origination or puret@she assets or at each financial reportingopleri

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

Collateralized Debt Obligations (“CDO”) We use CDOs to permanently finance our loans hekkcuritization trusts. For financ
reporting purposes, the ARM loans held as collai@m recorded as assets of the Company and the i€P&orded as the Compasydebi
The transaction includes interest rate caps whiehhald by the securitization trust and recordedrasisset or liability of the Company. -
Company has completed four securitizations sinception, the first three were accounted for as ranpaent financing and the fourth v
accounted for as a sale and accordingly, not iredud the Company'’s financial statements.

Subordinated Debentures (Netpubordinated debentures are trust preferred sieautiitat are fully guaranteed by the Company
respect to distributions and amounts payable ujpguidation, redemption or repayment. These sdeariare classified as subordine
debentures in the liability section of the Compamondensed consolidated balance sheet.

Convertible Preferred Debentures (Nefflhe Company issued $20.0 million in Series A Cotibler Preferred Stock that maturec
December 31, 2010. The outstanding shares weremneed by the Company at the $20.00 per share &tjoid preference plus accrt
dividends on December 31, 2010.

Derivative Financial Instruments The Company has developed risk management progiams processes, which inclt
investments in derivative financial instrumentsigesd to manage interest rate and prepayment ss@csted with its securities investrr
activities.

Derivative instruments contain an element of fiskhe event that the counterparties may be unabl@eet the terms of su
agreements. The Company minimizes its risk expolsydéniting the counterparties with which it ergénto contracts to banks and investn
banks who meet established credit and capital ipele Management does not expect any counterpartyefault on its obligations at
therefore, does not expect to incur any loss dwstmterparty default. In addition, all outstandinterest rate swap agreements haviatgra
margin call capabilities, meaning the Company weljuire margin for interest rate swaps that aréhé Companys favor, minimizing an
amounts at risk.

The Company invests in To Be Announced securiti@g8As”) through its Midway Residential Mortgage PortfolibBAs are
forward-settling purchases and sales of Agency RMB®@re the underlying pools of mortgage loans dre-Be-Announced.”Pursuant t
these TBA transactions, we agree to purchase brfgelfuture delivery, Agency RMBS with certainipcipal and interest terms and cer
types of underlying collateral, but the particuksgency RMBS to be delivered is not identified urghortly before the TBA settlems
date. For TBA contracts that we have entered wthave not asserted that physical settlementoisgble, therefore we have not design
these forward commitments as hedging instrumenésliked and unrealized gains and losses assoodthdthese TBAs are recogniz
through earnings in the condensed consolidatedrstaits of operations.




Interest Rate and Prepayment Riskthe Company hedges the aggregate risk of intemdst fluctuations with respect to
borrowings, regardless of the form of such borr@sinwhich require payments based on a variableesiteate index, as well as prepayn
risk associated with its Midway Residential Mortgdgortfolio. With respect to interest rate riske thompany generally intends to hedge
risk related to changes in the benchmark intelast (London Interbank Offered Rate (“LIBORThe Company applies hedge accounting
certain interest rate hedges utilizing the cas thedge criteria.

In order to reduce such interest rate risk, the amy enters into swap agreements whereby the Comearives floating ra
payments in exchange for fixed rate payments, #ffely converting the borrowing to a fixed rate. eTiCompany also enters into
agreements whereby, in exchange for a premiunCtmepany is reimbursed for interest paid in excéssagrtain capped rate.

To qualify for cash flow hedge accounting, interegé swaps and caps must meet certain criteghadimng:

« the items to be hedged expose the Company to sttexee risk; and

« the interest rate swaps or caps are expectedh@hby effective in reducing the Company's expodoriterest rate risk.

The fair values of the Company's interest rate sagreements and interest rate cap agreements sed ba values provid
by dealers who are familiar with the terms of thiestruments. Correlation and effectiveness aregdally assessed at least quarterly b
upon a comparison of the relative changes in therédues or cash flows of the interest rate swaapsd caps and the items being hedged.

For derivative instruments that are designatedcaradify as a cash flow hedge (i.e. hedging the sxp® to variability in expect
future cash flows that is attributable to a pattcuisk), the effective portion of the gain or dosn the derivative instruments are reported
component of OCI and reclassified into earningghi@ same period or periods during which the hedgadsaction affects earnings. -
remaining gain or loss on the derivative instruregéntexcess of the cumulative change in the presgoe of future cash flows of the hed
item, if any, is recognized in current earningsiniythe period of change.

In addition to utilizing interest rate swaps angs;ave may purchase or sell short U.S. Treasunyrigies or enter into Eurodoll
futures contracts to help mitigate the potentigbact of changes in interest rates on the performariche Midway Residential Mortga
Portfolio. We may borrow U.S. Treasury securitiescover short sales of U.S. Treasury securitiesunelverse repurchase agreements
account for the securities borrowing transactions aeceivable under reverse repurchase agreemersr condensed consolidated bal
sheet. The short sales of U.S. Treasury secudtiesccounted for as securities sold short, atvidire on our condensed consolidated bal
sheet. For instruments that are not designatedialifg as a cash flow hedge, such as our use of Tr&sury securities or Eurodollar futt
contracts, any realized and unrealized gains assek associated with these instruments are re@abttizough earnings in the conder
consolidated statement of operations.

With respect to a Eurodollar futures contract,i@imargin deposits are made upon entering intor&g contracts and can be ei
cash or securities. During the period the futui@grct is open, changes in the value of the contnae recognized as unrealized gains or I
by marking to market on a daily basis to reflee tharket value of the contract at the end of eagfsdrading. Variation margin payments
made or received periodically, depending upon wéretinrealized gains or losses are incurred. Whenctntract is closed, the Comp
records a realized gain or loss equal to the diffee between the proceeds of the closing transaatid the Company’s basis in the contract.

The Company uses TBAs to hedge interest rate risktle aggregate risk of prepayments associatdditsitMidway Residenti
Mortgage Portfolio. For example, we may utilize T8# hedge the interest rate or yield spread nblerient in our long Agency RMBS
taking short positions in TBAs that are similarcimaracter. In a TBA transaction, we would agrepurzhase or sell for future delivery, Age
RMBS with certain principal and interest terms aedain types of underlying collateral, but thetigaitar Agency RMBS to be delivered is
identified until shortly before the TBA settlematdte. The Company typically does not take deli@ryBAs, but rather settles with its trad
counterparties on a net basis. TBAs are liquidtzante quoted market prices and represent the migt¢lgdraded class of RMBS.
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Other Comprehensive Income (Lospther comprehensive income (loss) is comprised gmilynof income (loss) from changes
value of certain of the Comparsyavailable for sale securities and the impactedéited gains or losses on changes in the fairevaficertail
derivative contracts that hedges future cash flows.

Employee Benefits PlansThe Company sponsors a defined contribution ftlaa “Plan”)for all eligible domestic employees. 1
Plan qualifies as a deferred salary arrangemergruBection 401(k) of the Internal Revenue Code.ddiige Plan, participating employees |
defer up to 15% of their priax earnings, subject to the annual Internal Rege®ade contribution limit. The Company may matchtdbutions
up to a maximum of 25% of the first 5% of salarmfoyees vest immediately in their contribution aedt in the Compang’contribution, i
any, at a rate of 25% after two full years and therincremental 25% per full year of service ufutily vested at 100% after five full years
service. The Company made no contributions to the fr the three months ended March 31, 2011 &i62

Stock Based CompensatiolCempensation expense for equity based awards agmeed over the vesting period of such awi
based upon the fair value of the stock at the gtate.

Income Taxes The Company operates so as to qualify as a RElTerutite requirements of the Internal Revenue (
Requirements for qualification as a REIT includerimas restrictions on ownership of the Compangtock, requirements concerr
distribution of taxable income and certain resiics on the nature of assets and sources of incAnREIT must distribute at least 90% of
taxable income to its stockholders of which 85%spny undistributed amounts from the prior yeartnbesdistributed within the taxable y
in order to avoid the imposition of an excise take remaining distribution balance may extend uh@ timely filing of the Companyg’tay
return in the subsequent taxable year. Qualifyistridutions of taxable income are deductible BRET in computing taxable income.

HC is a taxable REIT subsidiary and therefore stibfe corporate federal income taxes. Accordinglgferred tax assets ¢
liabilities are recognized for the future tax capsences attributable to differences between trenfial statement carrying amounts of exis
assets and liabilities and their respective taxe hgmn the change in tax status. Deferred taxsaset liabilities are measured using enacte
rates expected to apply to taxable income in tlaesym which those temporary differences are exgoktts be recovered or settled. The effec
deferred tax assets and liabilities of a changeirates is recognized in income in the period ithdudes the enactment date.

Accounting Standards Codification Topic 740 Accanmgtfor Income Taxes (“ASC 740rovides guidance for how uncertain
positions should be recognized, measured, presesmeddisclosed in the financial statements. ASC réduires the evaluation of tax positi
taken or expected to be taken in the course ofgpireg the Company'’s tax returns to determine whetthe tax positions are “more-likely-than-
not” of being sustained by the applicable tax authotitysituations involving uncertain tax positiongated to income tax matters, we do
recognize benefits unless it is more likely thamhthat they will be sustained. ASC 740 was appl@dll open taxable years as of the effec
date. Managemerst’determinations regarding ASC 740 may be subfeotview and adjustment at a later date based aorfincluding, bt
not limited to, an ongoing analysis of tax lawgukations and interpretations thereof. The Compaitlyrecognize interest and penalties, if
related to uncertain tax positions as income tpeaze.

Earnings Per Share Basic earnings per share excludes dilution andompeited by dividing net income available to com
stockholders by the weightenkerage number of shares of common stock outstgrfdinthe period. Diluted earnings per share réglehe
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.

Loans Sold to Third Parties Fhe Company sold its discontinued mortgage lentlingjness in March 2007. In the normal cour:
business, the Company is obligated to repurchasgslbased on violations of representations andawées in the loan sale agreements.
Company did not repurchase any loans during theethronths ended March 31, 2011 and 2010.

The Company periodically receives repurchase ragumsed on alleged violations of representatioisvearranties, each of whi
management reviews to determine, based on managjenegperience, whether such requests may reasobalilgemed to have merit. As
March 31, 2011, we had a total of $2.0 million ofresolved repurchase requests that managementudedchay reasonably be deeme
have merit, against which the Company has a ressfnamproximately $0.3 million. The reserve is éhon one or more of the followi
factors; historical settlement rates, property gadacuring the loan in question and specific sutlg discussions with third parties.
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A Summary of Recent Accounting Pronouncementsvllo
Receivables (ASC 31

In April 2011, the FASB issued ASU Nafd11-02,Receivables (Topic 310): A CreditsrDetermination of Whether a Restructurin
a Troubled Debt RestructuringASU 201102 clarifies whether loan modifications constittreubled debt restructuring. In evaluating whe
a restructuring constitutes a troubled debt resirig, a creditor must separately conclude thah lob the following exist: (a) the restructur
constitutes a concession; and (b) the debtor igréxucing financial difficulties. ASU 20102 is effective for the first interim and ann
period beginning on or after June 15, 2011, andilshbe applied retrospectively to the beginninghaf annual period of adoption. We
assessing the impact of ASU 2011-02 on our findmrciadition, results of operations and disclosures.

Transfers and Servicing (ASC 860)

In April 2011, the FASB issued ASU N2011-03, Transfers and Servicing (Topic 860): Reconsideratid Effective Control f
Repurchase Agreemer. ASU 2011-03 is intended to improve financial ngjmg of repurchase agreements (“repasiyl other agreements t
both entitle and obligate a transferor to repurehas redeem financial assets before their matuhitya typical repo transaction, an er
transfers financial assets to a counterparty ifamge for cash with an agreement for the countgrpareturn the same or equivalent finar
assets for a fixed price in the future. FASB Acdingy Standards Codification (“Codification”) Top&60, Transfers and Servicingprescribe
when an entity may or may not recognize a sale tiperiransfer of financial assets subject to reggre@ments. That determination is base
part, on whether the entity has maintained effectiontrol over the transferred financial asset& dimendments to the Codification in this £
are intended to improve the accounting for thearsiactions by removing from the assessment oftaféecontrol the criterion requiring t
transferor to have the ability to repurchase oeead the financial assets. The guidance in the ASeffective for the first interim or anni
period beginning on or after December 15, 2011. ghielance should be applied prospectively to tretizas or modifications of existil
transactions that occur on or after the effectimeedEarly adoption is not permitted. We are agsgsbe impact of ASU 20103 on ou
financial condition, results of operations and ktisares.
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2. Investment Securities Available for Sale

Investment securities available for sale consisheffollowing as of March 31, 2011 (dollar amouintshousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS $ 75,73 $ 1,90¢ $ (357) $ 77,281
Non-Agency RMBS 7,92¢ — (1,149 6,78C
CLOs 10,30¢ 19,95¢ — 30,26%
U.S. Treasury securities 4,987 6 — 4,99:
Total $ 98,95t $ 21,87 $ (1,50€) $ 119,32

Securities included in investment securities abééldor sale held in our Midway Residential Mortga@ortfolio that are measure«
fair value through earnings as of March 31, 201dlléd amounts in thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value

Interest only securities included in Agency RMBS:

Fannie Mae $ 17,53z $ 216 $ (280) $ 17,46¢
Freddie Mac 8,652 41 (53) 8,64(
Ginnie Mae 6,343 61 (24) 6,38(
U.S. Treasury securities 4,987 6 — 4,99:
Total $ 37,512 % 324 % (357) $ 37,48:

Investment securities available for sale consisheffollowing as of December 31, 2010 (dollar amtsun thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS (1) $ 45,865 $ 1,664 $ — 3 47,52¢
Non-Agency RMBS 10,071 80 (1,166€) 8,98t
CLOs 11,28¢ 18,24( — 29,52¢
Total $ 67,22 $ 19,982/ $ (1,166) $ 86,04(
() Agency RMBS includes only Fannie Mae issuedB8vat December 31, 2010.
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The following table sets forth the stated resefquksr of our investment securities available foresat March 31, 2011 (doll
amounts in thousands):

More than

Less than 6 Months More than
March 31, 2011 6 Months to 24 Months 24 Months Total

Carrying Carrying Carrying Carrying

Value Value Value Value

Agency RMBS $ 23,357 $ 44,79¢  $ 9,13: % 77,28
Non-Agency RMBS 6,311 46¢ — 6,78(
CLO 30,26: — — 30,26:
U.S. Treasury securities — — 4,99: 4,99:
Total $ 59,93( $ 45267 $ 14,128 $ 119,32:

The following table sets forth the stated resefiqusr of our investment securities available foresal December 31, 2010 (do
amounts in thousands):

More than

Less than 6 Months More than
December 31, 2010 6 Months to 24 Months 24 Months Total

Carrying Carrying Carrying Carrying

Value Value Value Value

Agency RMBS $ 25,81t $ 531 $ 16,40C $ 47,52¢
Non-Agency RMBS 8,98¢ — — 8,98¢
CLO 29,52¢ — — 29,52¢
Total $ 64,327 % 531: $ 16,40C $ 86,04(

The following tables present the Companirivestment securities available for sale in arealived loss position reported throi
OCI, aggregated by investment category and lenfttine that individual securities have been in atowious unrealized loss position
March 31, 2011 and December 31, 2010, respect{deljar amounts in thousands):

March 31, 2011 Less than 12 Months Greater than 12 Months Total
Gross Gross Gross
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
Non-Agency RMBS $ — $ — $ 6,78C $ 1,14¢ $ 6,78C $ 1,14¢
Total $ —  $ —  $ 6,78C $ 1,14¢ % 6,78C $ 1,14¢
December 31, 2010 Less than 12 Months Greater than 12 Months Total
Gross Gross Gross
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
Non-Agency RMBS $ —  $ —  $ 6,43¢ $ 1,16€ $ 6,43¢ $ 1,16€
Total $ —  $ —  $ 6,43¢ $ 1,166 $ 6,43¢ $ 1,16€

As of March 31, 2011 and December 31, 2010, resmdgtthe Company did not have unrealized loseésvuestment securities tr
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 (met)sist of the following as of March 31, 2011 anetBmber 31, 2010, respectiv
(dollar amounts in thousands):

March 31, December 31,

2011 2010
Mortgage loans principal amount $ 224,43¢ $ 229,32:
Deferred origination costs — net 1,41¢ 1,451
Reserve for loan losses (2,580, (2,589
Total $ 223,271 $ 228,18t

Allowance for Loan lossesThe following table presents the activity in thengmany's allowance for loan losses on mortgage
held in securitization trusts for the three morghded March 31, 2011 and 2010, respectively (daltaounts in thousands):

Three Months Ended March 31,

2011 2010
Balance at beginning of period $ 258¢ $ 2,581
Provisions for loan losses 425 (27)
Transfer to real estate owned — (172)
Charge-offs (434) (219)
Balance at the end of period $ 258C $ 2,16:

On an ongoing basis, the Company evaluates thaiade®f its allowance for loan losses. The Compsmajlowance for loan loss
at March 31, 2011 was $2.6 million, representing éasis points of the outstanding principal balavfceans held in securitization trusts a
March 31, 2011, as compared to 113 basis pointsf &ecember 31, 2010. As part of the Comparsflowance for loan losses adeqt
analysis, management will assess an overall lefvallowances while also assessing credit lossesrént in each noperforming mortgac
loan held in securitization trusts. These estimateslve the consideration of various credit redbtactors, including but not limited to, curr
housing market conditions, current loan to valu®sa delinquency status, the borrovgecurrent economic and credit status and othevaal
factors.

Real Estate Owned Fhe following table presents the activity in thengmanys real estate owned held in securitization trusi
the three months ended March 31, 2011 and thegreled December 31, 2010 (dollar amounts in thowand

March 31, December 31,

2011 2010
Balance at beginning of period $ 740 $ 546
Write downs — (2193)
Transfer from mortgage loans held in securitizatiosts — 1,39¢
Disposal (175) (1,011
Balance at the end of period $ 565 $ 740

Real estate owned held in securitization trustsrarkided in receivables and other assets on tlanba 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 initization trusts are pledged as collateral for ¢bBateralize:
debt obligations (“CDOs”") issued by the Companys & March 31, 2011 and December 31, 2010, the @oyip net investment in tl
securitization trusts, which is the maximum amanfrthe Companys investment that is at risk to loss and represetslifference between f
carrying amount of the loans and real estate ovineddl in securitization trusts and the amount of GDtstanding, was $8.6 million and 4
million, respectively.
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Delinquency Status of Our Mortgage Loans Held in Sauritization Trusts

As of March 31, 2011, we had 46 delinquent loaralitey approximately $23.9 million categorized asrigage Loans Held
Securitization Trusts (net). Of the $23.9 millimndelinquent loans, $20.3 million, or 85%, arereuntly under some form of modified paym
plan. As these borrowers are not current, theyticoa to be reported as delinquent even though tey working towards a cre
resolution. The table below shows delinquenciestin portfolio of loans held in securitization ttsisincluding real estate owned thro
foreclosure (REO), as of March 31, 2011 (dollar ants in thousands):

Number of Total % of
Delinquent Dollar Loan
Days Late Loans Amount Portfolio
30-60 1 $ 338 0.15%
61-90 4 2,245 1.00%
90+ 41 21,321 9.47%
Real estate owned through foreclosure 2 711 0.32%

As of December 31, 2010, we had 46 delinquent loatading approximately $25.1 million categorizesi Mortgage Loans Held
Securitization Trusts (net). Of the $25.1 millimndelinquent loans, $17.8 million, or 71%, arereuntly under some form of modified paym
plan. As these borrowers are not current, theyticoa to be reported as delinquent even though t#ey working towards a cre
resolution. The table below shows delinquenciesun portfolio of loans held in securitization ttsisincluding real estate owned thro
foreclosure (REO), as of December 31, 2010 (delfaounts in thousands):

Number of Total % of
Delinquent Dollar Loan
Days Late Loans Amount Portfolio
30-60 7 $ 2,51¢ 1.09%
61-90 4 4,362 1.89%
90+ 35 18,191 7.90%
Real estate owned through foreclosure 3 894 0.39%
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4. Investment in Limited Partnership

The Company has a namntrolling, unconsolidated limited partnershipeirgst in an entity that is accounted for usingebaity
method of accounting. Capital contributions, dlisttions, and profits and losses of the entityalecated in accordance with the terms of
limited partnership agreement. The Company ownsg/d@® the equity of the limited partnership, but has decisiormaking powers, ar
therefore does not consolidate the limited partniprOur maximum exposure to loss in this varidbterest entity is $16.6 million at March .
2011.

During the third and fourth quarters of 2010, H@eisted, in exchange for limited partnership intex,e$19.4 million in a limite
partnership that was formed for the purpose of &ty servicing, selling or otherwise disposingfioét-lien residential mortgage loans. -

pool of mortgage loans was acquired by the partieis a significant discount to the loans’ unpgihcipal balance.

At March 31, 2011, the Company had an investmetfitriited partnership of $16.6 million. For the éermonths ended March
2011, the Company recognized income from the imrest in limited partnership of $0.8 million.

The condensed balance sheet of the investmemniteti partnership at March 31, 2011 is as folloddlar amounts in thousands):

Assets

Cash $ 1,88¢

Mortgage loans held for sale (net) 14,77¢

Other assets 161
Total Assets $ 16,82°

Liabilities & Partners’ Equity

Other liabilities $ 23¢
Partners’ equity 16,58¢
Total Liabilities and Partners’ Equity $ 16,82’

The condensed statement of operations of the imeggtin limited partnership for the three monthdeshMarch 31, 2011 is as
follows (dollar amounts in thousands):

Statement of Operations

Interest income $ 40¢
Realized gain 60€
Total Income 1,01«
Other expenses (230)
Net Income $ 784
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5. Derivatives and Other Hedging Instruments

The following table presents the fair value of dative instruments designated as hedging instrusreemd their location in the
Company’s condensed consolidated balance shetarah 31, 2011 and December 31, 2010, respect{deljar amounts in thousands):

March 31, December 31,
Derivatives Designated as Hedging Instruments Balance Sheet Location 2011 2010

Interest Rate Swaps Derivative Liabilities $ 827 $ 1,087

The following table presents the impact of the Camps derivative instruments on the Company’s aadated other
comprehensive income (loss) for the three montdgémarch 31, 2011 and 2010, respectively (doapants in thousands):

Three Months Ended March 31,

Derivatives Designated as Hedging Instruments 2011 2010
Accumulated other comprehensive income (loss) évivdtive instruments:

Balance at beginning of the period $ (1,087 $ (2,90%)
Unrealized gain on interest rate caps — 210
Unrealized gain on interest rate swaps 260 195
Reclassification adjustment for net gains (losgeduded in net income for hedges — —
Balance at the end of the period $ (827) $ (2,500

The Company estimates that over the next 12 moaihysioximately $0.7 million of the net unrealizeddes on the interest r
swaps will be reclassified from accumulated otf@nprehensive income (loss) into earnings.

The following table presents the fair value of dative instruments held in our Midway Residentiadfijage Portfolio that were r
designated as hedging instruments and their lat&iche Company condensed consolidated balance sheets at May@931 and Decemk
31, 2010, respectively (dollar amounts in thousgnds

March 31, December 31,
Derivative Not Designated as Hedging Instruments Balance Sheet Location 2011 2010

TBA security Derivative Asset $ 590z $ —

The use of TBAs exposes the Company to market védle as the market value of the securities that@ompany is required
purchase pursuant to a TBA transaction may dedlélew the agreedpon purchase price. Conversely, the market valubeosecurities th
the Company is required to sell pursuant to a TB#igaction may increase above the agreed upopsede

Additionally as of March 31, 2011, the Company I%#81.9 million of U.S. Treasury securities sold shat fair value. W
borrowed securities to cover the short sales of. Ur8asury securities under reverse repurchasemgres from which we received tc
proceeds of $82.0 million.

The following table details the impact of the Comya interest rate swaps and interest rate caps iedlirdinterest expense for
three months ended March 31, 2011 and 2010, ragplctdollar amounts in thousands):

Three Months Ended March 31,
2011 2010

Interest Rate Caps:
Interest expense-investment securities and loddsimsecuritization
trusts $ — 3 122
Interest expense-subordinated debentures — 92
Interest Rate Swaps:
Interest expense-investment securities and loaldsimeecuritization
trusts 28C 72t

Interest Rate SwapsThe Company is required to pledge assets underlatdsal margin arrangement, including either cat
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 teftie interest rate swap (“Swap”)n the event the Company is unable to meet a maaj
under one of its Swap agreements, thereby causirgent of default or triggering an early terminatevent under one of its Swap agreem



the counterparty to such agreement may have thierofm terminate all of such counterpagyutstanding Swap transactions \
the Company. In addition, under this scenario, @oge-out amount due to the counterparty upon tetitn of the counterparty'transactior
would be immediately payable by the Company purst@arthe applicable agreement. The Company beliévevas in compliance with i
margin requirements under its Swap agreements Bafh 31, 2011 and December 31, 2010. The Compady$1.0 million and $1.2 millic
of restricted cash related to margin posted for@nas of March 31, 2011 and December 31, 2010ecésply. The restricted cash held
third parties is included in receivables and otegets in the accompanying condensed consolidatadde sheets.

The use of interest rate swaps exposes the Contpargunterparty credit risks in the event of a défy a Swap counterparty. |
counterparty defaults under the applicable Swapegent the Company may be unable to collect payrtenivhich it is entitled under
Swap agreements, and may have difficulty collectigassets it pledged as collateral against suetp& The Company currently has in p
with all outstanding Swap counterpartiesldieral margin agreements thereby requiring a paotypost collateral to the Company for
valuation deficit. This arrangement is intendedinot the Company’s exposure to losses in the eeéa counterparty default.
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The following table presents information about @@mpany’s interest rate swaps as of March 31, 26tliDecember 31, 2010,
respectively (dollar amounts in thousands):

March 31, 2011 December 31, 2010
Weighted Weighted
Average Average
Notional Fixed Pay Notional Fixed Pay
Maturity (1) Amount Interest Rate Amount Interest Rate
Within 30 Days $ 840 3.03% $ 24,08( 2.99%
Over 30 days to 3 months 1,44C 3.03 2,11C 3.03
Over 3 months to 6 months 2,46C 3.03 2,28C 3.03
Over 6 months to 12 months 18,33( 3.02 5,60C 3.03
Over 12 months to 24 months 9,57C 2.93 16,38( 3.01
Over 24 months to 36 months — — 8,38C 2.93
Over 36 months to 48 months — — — —
Total $ 32,64( 3.00% $ 58,83( 3.00%

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

Interest Rate Caps Interest rate caps are designated by the Compaogsiisflow hedges against interest rate risk agsatiwitt
the Companys CDOs and the subordinated debentures. The ihtertescaps associated with the CDOs are amortieimgractual schedul
determined at origination. The Company had $71/8amiand $76.0 million of notional interest rateps outstanding as of March 31, 2011
December 31, 2010, respectively. These interdstgaps are utilized to cap the interest rate @n@DOs at a fixedate when one mor
LIBOR exceeds a predetermined rate.

6. Financing Arrangements, Portfolio Investments

The Company has entered into repurchase agreeméhtthird party financial institutions to finandes investment portfolio. Tt
repurchase agreements are shema borrowings that bear interest rates typichliged on a spread to LIBOR, and are secured ksethaitie
which they finance. At March 31, 2011, the Comphayg repurchase agreements with an outstandingdmalaf $46.6 million and a weight
average interest rate of 0.48%. As of DecembeRB10, the Company had repurchase agreements withtatanding balance of $35.6 mill
and a weighted average interest rate of 0.39%Math 31, 2011 and December 31, 2010, securitiedgeld by the Company as collatera
repurchase agreements had estimated fair value$556f8 million and $38.5 million, respectively. Adutstanding borrowings unc
our repurchase agreements mature within 30 dagsofAMarch 31, 2011, the average days to matudtyafl repurchase agreements ar
days.

19




The following table summarizes outstanding repusehagreement borrowings secured by portfolio imaests, which are includ
in financing arrangements, portfolio investmentstloem condensed consolidated balance sheets, aamhM1, 2011 and December 31, 2
respectively (dollar amount in thousands):

Repurchase Agreements by Counterparty

March 31, December 31,
2011 2010

Counterparty Name

Cantor Fitzgerald $ 431C $ 4,99(
Credit Suisse First Boston LLC 12,07: 12,08(
Jefferies & Company, Inc. 9,22t 9,47¢
JPMorgan Chase & Co. 13,00¢ —
South Street Securities LLC 7,94 9,08¢
Total Financing Arrangements, Portfolio Investments $ 46,56: $ 35,63:

As of March 31, 2011, the outstanding balance underepurchase agreements was funded at an advatecef 86% that impli¢
an average haircut of 14%. The weighted averagieclta related to our repurchase agreement financingdo®@ency 10s and other Ager
RMBS was approximately 35% and 6%, respectively aftotal weighted average “haircudf 14%. As of March 31, 2011, the Company
$8.4 million in cash and $51.7 million in unencumdgk investment securities to meet additional haimumarket valuation requiremer
including $21.4 million of RMBS, of which $14.6 rin are Agency RMBS. The $8.4 million of cash ahd $21.4 million in RMBS (whic
collectively, represents 64.0% of our financingaagements, portfolio investments) are liquid andld¢ddoe monetized to pay down
collateralize the liability immediately.

7. Collateralized Debt Obligations

The Company’s CDOs, which are recorded as liabditbn the Company’balance sheet, are secured by ARM loans pleds
collateral, which are recorded as assets of thegaosn As of March 31, 2011 and December 31, 28 Company had CDOs outstandin
$215.3 million and $220.0 million, respectivelys Af March 31, 2011 and December 31, 2010, theentiweighted average interest rate
these CDOs was 0.63% and 0.65%, respectively. D@s are collateralized by ARM loans with a priradipalance of $224.4 million a
$229.3 million at March 31, 2011 and December 31, respectively. The Company retained the ownst certificates, or residual inter:
for three securitizations and, as of March 31, 28hd8i December 31, 2010, had a net investment irsebaritization trusts, after loan I
reserves and including real estate owned, of $8l®mand $8.9 million, respectively.

The CDO transactions include amortizing interett cap contracts with an aggregate notional amot§iz 1.9 million as of Marc
31, 2011 and an aggregate notional amount of $T@libn as of December 31, 2010 which are recordedan asset of the Company.
interest rate caps are carried at fair value ataled $0 as of March 31, 2011 and December 31, 2@&Kpectively. The interest rate c
reduce interest rate risk exposure on these trdosac

8. Discontinued Operation

In connection with the sale of our mortgage origjoraplatform assets during the quarter ended M&h2007, we classified ¢
mortgage lending segment as a discontinued oparafAis a result, we have reported revenues andneggerelated to the segment i
discontinued operation for all periods presentethenaccompanying condensed consolidated finastééments. Certain assets, such a
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 $4.0 million and $0.6liom, respectively, at March 31, 2011 and DecemB&y 2010, and are included
receivables and other assets and accrued expersesher liabilities in the condensed consoliddiathnce sheets.
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Statements of Operations Data

The statements of operations of the discontinuentatjpn for the three months ended March 31, 2012910, respectively, are
follows (dollar amounts in thousands):

Three Months
Ended March 31,

2011 2010
Revenues $ 4 % 360
Expenses 49 49
Income (loss) from discontinued operation-net &f ta $ 5) $ 311

9. Commitments and Contingencies

Loans Sold to Third Partiesfhe Company sold its discontinued mortgage lendimginess 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 theethronths ended March 31, 2011.

The Company periodically receives repurchase ragumsed on alleged violations of representatioisvearranties, each of whi
management reviews to determine, based on managjenegperience, whether such requests may reasobalilgemed to have merit. As
March 31, 2011, we had a total of $2.0 million ofresolved repurchase requests that managementudedchay 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 businés

of March 31, 2011, the Company does not believedhy of its current legal proceedings, individuall in the aggregate, will have a mate
adverse effect on its operations, financial conditr cash flows.
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10. Concentrations of Credit Risk

At March 31, 2011 and December 31, 2010, respdytitieere were geographic concentrations of craslit exceeding 5% of tl
total loan balances within the mortgage loans irettie securitization trusts and the real estateauias follows:

March 31, December 31,
2011 2010
New York 38.4% 37.9%
Massachusetts 25.0% 25.0%
New Jerse! 8.9% 8.7%
Florida 5.8% 5.6%

11. Fair Value of Financial Instruments

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

A financial instrumens categorization within the valuation hierarchyp&sed upon the lowest level of input that is sigaift 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 qugteides for similar assets and liabilities in actmarkets, 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 methodologised for the Company‘financial instruments measured at fair valueyel as
the general classification of such instruments ypamg to the valuation hierarchy.

a. Investment Securities Available for Sale (RM- Fair value for the RMBS in our portfolio is based quoted prices provid
by dealers who make markets in similar financiatimments. The dealers will incorporate common mtapkicing method
including a spread measurement to the Treasuryecoininterest rate swap curve as well as underlghmyacteristics of ti
particular security including coupon, periodic difd caps, collateral type, rate reset period aedsening or age of t
security. If quoted prices for a security are reatsonably available from a dealer, the securityheilreclassified as a Level
security and, as a result, management will detegrttie fair value based on characteristics of tlvar#tg that the Compat
receives from the issuer and based on availabl&kehamformation. Management reviews all prices ugedieterminin
valuation to ensure they represent current marketliions. This review includes surveying similaanket transaction
comparisons to interest pricing models as wellféarings of like securities by dealers. The Compsiipvestment securiti
that are comprised of RMBS are valued based upadilyeobservable market parameters and are claedsiéfs Level 2 fa
values.

b. Investment Securities Available for Sale (Cl- The fair value of the CLO notes, prior to Decem®Bg&r 2010, was based
managemeng valuation determined using a discounted futusdh deows model that management believes would leel tog
market participants to value similar financial nusbents. At March 31, 2011 and December 31, 20d€pectively, the fa
value of the CLO notes was based on quoted priegded by dealers who make markets in similarrfial instrument:
The CLO notes were previously classified as Levé&hiBvalues and were rdassified as Level 2 fair values in the fol
quarter of 2010.

c. Investment Securities Available for Sale (Midw- The fair value of other investment securities ald# for sale, such as It
and U.S. Treasury securities, was based on quoiegsgprovided by dealers who make markets in ainfihancial
instruments. The Company’s I0s and U.S. Treaswyrgees are classified as Level 2 fair values.

d. Derivative Instrument- The fair value of interest rate swaps, caps aBésTare based on dealer quotes. The model utilizes
readily observable market parameters, includingstiey rates, interest rate swap spreads and swajtiatility curves. The
Company'’s interest rate caps and swaps are cldsifi Level 2 fair values.



All other derivative and hedging assets andlligds are valued based on the income or markptageh using Level 2 inputs.
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The following table presents the Companfihancial instruments measured at fair value oacarring basis as of March 31, 2

and December 31, 2010, respectively, on the Conipaandensed consolidated balance sheets (dollauat® in thousands):

Assets carried at fair value:

Investment securities available for sale:
Agency RMBS
Non-Agency RMBS
CLO
U.S. Treasury securities

Derivative Asset

Total

Liabilities carried at fair value:
Derivative liabilities (interest rate swaps)
U.S. Treasury securities sold short, at fair value
Total

Assets carried at fair value:
Investment securities available for sale:
Agency RMBS
Non-Agency RMBS
CLO
Total

Liabilities carried at fair value:
Derivative liabilities (interest rate swaps)
Total

Measured at Fair Value on a Recurring Basis
at March 31, 2011

Level 1 Level 2 Level 3 Total
$ —  $ 77287 $ — % 77,287
— 6,78C — 6,78C
— 30,26: — 30,26:
_ 4,992 — 4,99:¢
— 5,902 — 5,902
$ — % 125,22¢  $ — % 125,22¢
$ — 3 827 $ — 3 827
— 81,91¢ — 81,91¢
$ — 3 82,74 $ — 3 82,74:

Measured at Fair Value on a Recurring Basis
at December 31, 2010

Level 1 Level 2 Level 3 Total
$ — % 4752¢ $ — % 47,52¢
— 8,98t — 8,98t
— 29,52¢ — 29,52¢
$ — % 86,04( $ — % 86,04(
$ — 3 1,087 $ — 3 1,08i
$ — % 1,087 $ — % 1,08’

The following table details changes in valuatiom foe Level 3 assets for the three months endecciMad, 2011 and 201

respectively (amounts in thousands):

Investment securities available for sale: CLO

Balance at beginning of period
Total gains (realized/unrealized)
Included in earnings (1)
Included in other comprehensive income/(loss)

Balance at the end of period (2)

(1) - Amounts included in interest income.

Three Months Ended

March 31,
2011 2010
$ — % 17,59¢
— 458
— 3,57¢
$ — % 21,632

(2) - The CLOs were re-classified from Level d.&vel 2 fair values during the fourth quarter 6fl@ due to management determining that
there is a reliable market for these assets bgsed guoted prices provided by dealers who make etsiik similar investments.
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Any changes to the valuation methodology are regttWwy management to ensure the changes are ateopAis markets a
products develop and the pricing for certain praslubecomes more transparent, the Company continoesefine its valuatio
methodologies. The methods described above magupeoa fair value calculation that may not be iattie of net realizable value
reflective of future fair values. Furthermore, lghthe Company believes its valuation methods ppeapriate and consistent with other ma
participants, the use of different methodologieasassumptions, to determine the fair value of derfmancial instruments could result il
different estimate of fair value at the reportirajed The Company uses inputs that are currenteasch reporting date, which may in the fu
include periods of market dislocation, during whitime price transparency may be reduced. This iiondcould cause the Compasy’
financial instruments to be reclassified from Le2eb Level 3 in future periods.

The following table presents assets measured avdhie on a nomecurring basis as of March 31, 2011 and Decembe@10

respectively, on the Company’s condensed conselidbalance sheets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas
at March 31, 2011

Level 1 Level 2 Level 3 Total
Mortgage loans held for investment $ — 3 — 3 2590 $ 2,59C
Mortgage loans held for sale — included in
discontinued operations (net) — — 3,801 3,801
Mortgage loans held in securitization trusts —
impaired loans (net) — — 8,657 8,657
Real estate owned held in securitization trusts — — 565 565
Assets Measured at Fair Value on a Non-Recurring Bas
at December 31, 2010
Level 1 Level 2 Level 3 Total
Mortgage loans held for investment $ — 3 — 3 7,46C $ 7,46(
Mortgage loans held for sale — included in
discontinued operations (net) — — 3,80¢ 3,80¢
Mortgage loans held in securitization trusts —
impaired loans (net) — — 6,57€ 6,57¢
Real estate owned held in securitization trusts — — 740 740

The following table presents losses incurred farets measured at fair value on a meodrring basis for the three months er
March 31, 2011 and 2010, respectively, on the Cawyigacondensed consolidated statements of opesafdwilar amounts in thousands):

Three Months Ended

March 31, March 31,
2011 2010

Mortgage loans held in securitization trusts — imgzhloans (net) $ 408 $ 2
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The following table presents the carrying value astimated fair value of the Compasyinancial instruments at March 31, 2011

December 31, 2010, respectively (dollar amounthausands):

March 31, 2011

December 31, 2010

Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value

Financial assets:
Cash and cash equivalents $ 8,43t $ 8,43t $ 19,37¢ 19,37t
Restricted cash 10,26« 10,26« — —
Investment securities available for sale 119,32: 119,32: 86,04( 86,04(
Mortgage loans held in securitization trusts (net) 223,27 198,39: 228,18! 206,56(
Derivative asset 5,90z 5,90z — —
Assets related to discontinued operation-mortgaged

held for sale (net) 3,801 3,801 3,80¢ 3,80¢
Mortgage loans held for investment 2,59( 2,59( 7,46( 7,46(
Receivable under reverse repurchase agreements 40,25 40,25 — —
Receivable for securities sold 45,75( 45,75( 5,65: 5,65:
Financial liabilities:
Financing arrangements, portfolio investments $ 46,56: $ 46,56: $ 35,63: $ 35,63
Securities sold short, at fair value 81,91¢ 81,91¢ — —
Collateralized debt obligations 215,26( 181,54 219,99¢ 185,60¢
Derivative liabilities 827 827 1,08 1,08
Payable for securities purchased 17,45( 17,45( — —
Subordinated debentures (net) 45,00( 38,28 45,00( 36,39¢

12. Capital Stock and Earnings per Share

The Company had 400,000,000 shares of common spackjalue $0.01 per share, authorized, with 988R2and 9,425,442 sha
issued and outstanding as of March 31, 2011 anéiber 31, 2010, respectively.

The following table presents cash dividends dedldrg the Company on its common stock with respeatach of the quarte
periods commencing January 1, 2010 and ended Mdrch011:

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share

First Quarter 2011 March 18, 2011 March 31, 2011 April 26, 2011 $ 0.18

Fourth Quarter 2010 December 20, 2010 December 30, 2010 January 25, 2011 0.18
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
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The Company calculates basic net income (loss3ip@re by dividing net income (loss) for the pefiydwveightedaverage shares
common stock outstanding for that period. Dilutedt imcome (loss) per share takes into account fieeteof dilutive instruments, such
convertible preferred stock, stock options and stea restricted or performance stock, but usesatlezage share price for the perio
determining the number of incremental shares tfeatabe added to the weighted-average numberaséstoutstanding.

The following table presents the computation ofib@nd diluted net income per share for the periodicated (in thousanc
except per share amounts):

For the Three Months Ended

March 31,
2011 2010

Numerator:

Net income— Basic $ 251 $ 2,66¢
Net income from continuing operations 2,51¢ 2,351
Net (loss) income from discontinued operations (fgax) ) 311

Effect of dilutive instruments:

Convertible preferred debentures — 662
Net income— Dilutive 2,514 3,33(

Net income from continuing operations 2,51¢ 3,01¢

Net (loss) income from discontinued operations (fgax) $ 5) $ 311
Denominator:

Weighted average basis shares outstanding 9,43: 9,41¢

Effect of dilutive instruments:

Convertible preferred debentures — 2,50(
Weighted average dilutive shares outstanding 9,43: 11,91¢
EPS:

Basic EPS $ 027 $ 0.2¢
Basic EPS from continuing operations 0.27 0.2t
Basic EPS from discontinued operations (net of tax) — 0.0

Dilutive EPS $ 027 $ 0.2¢
Dilutive EPS from continuing operations 0.2 0.2t
Basic EPS from discontinued operations (net of tax) — 0.0¢
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13. Related Party Transactions
Advisory Agreements

On January 18, 2008, the Company entered into ais@g agreement (the “Prior Advisory Agreementijth 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 ityge placement of Series A Preferred Stock to JMBU Inc. and certain of its affiliat
HCS is a whollyewned subsidiary of JMP Group Inc. Pursuant to $il@s as of March 16, 2011, HCS and JMP Grougp. keollectively
beneficially owned approximately 15.2% of the Comga common stock. In addition, until its redemptmm December 31, 2010, HCS
JMP Group Inc. collectively beneficially owned 10@$f%the Company’s Series A Preferred Stock. Then@anys Series A Preferred Stc
matured on December 31, 2010, at which time iteetk all the outstanding shares at the $20.00haee diquidation preference plus accr
dividends of $0.5 million.

Pursuant to the Prior Advisory Agreement, HCS madagvestments made by HC and NYMF (other tharageRMBS that are he
in these entities for regulatory compliance purgdses well as any additional subsidiaries that vesguired or formed to hold investme
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 was equal to 1.50% per annum of the “equipjitael (as defined in the advisory agreement) of the Mati&yésidiaries; and an inceni
fee upon the Managed Subsidiaries achieving ceitaiastment hurdles. HCS was also eligible to eamnincentive fee on the mana
assets. The Prior Advisory Agreement incentivevias equal to 25% of the GAAP net income of the &pad Subsidiaries attributable to
investments that are managed by HCS that exceeaddéelrate equal to the greater of (a) 8.00% ap@.@0% plus the ten year treasury ratt
such fiscal year payable by us to HCS in cash,tqdgrin arrearsprovided, howevethat a portion of the incentive compensation maydie
in shares of our common stock. The Prior AdvisAgreement was terminated effective July 26, 2016nugxecution and effectiveness o
amended and restated advisory agreement amongthpady, HC, NYMF and HCS (the “HCS Advisory Agreentig

Pursuant to the HCS Advisory Agreement, HCS pravidgestment advisory services to the Company aagages on the Compary’
behalf “new program assetsicquired after the date of the HCS Advisory Agreeindhe terms for new program assets, includirg
compensation payable thereunder to HCS by the Coympell be negotiated on a transaction-by-transacbasis. For those new progre
assets identified as “Managed AssetdGS will be (A) entitled to receive a quarterly badvisory fee (payable in arrears) in an amounal
to the product of (i) ¥4 of the amortized cost of Managed Assets as of the end of the quarter(igrto, and (B) eligible to earn incenti
compensation on the Managed Assets for each fyigealduring the term of the Agreement in an am@uot less than zero) equal to 35% of
GAA P net income attributable to the Managed Assetthtofull fiscal year (including paid interest argdlized gains), after giving effect to
direct expenses related to the Managed Assetsidimg but not limited to, the annual consulting fdescribed below) and base advisory |
that exceeds a hurdle rate of 13% based on thageequity of the Company invested in Managed Asdeting that particular year. For th
new program assets identified as Scheduled AsbiEES§ will receive the compensation, which may inelusthse advisory and incent
compensation, agreed upon between the Company @8dadd set forth in a term sheet or other docurtienteelated to the transaction. H
will continue to be eligible to earn incentive casngation on those assets held by the Company the @ffective date of the HCS Advis
Agreement that are deemed to be managed assetsthaderior Advisory Agreement. Incentive compeiwsafor these “legacy assetdlill be
calculated in the manner prescribed in the Priovigalty Agreement. Lastly, during the term of the $1@dvisory 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 ogtr@tegic activities of the Company.

For the three months ended March 31, 2011 and 260% earned aggregate base advisory and constiétesyof approximate
$0.3 million and $0.2 million, respectively, and iacentive fee of approximately $0.7 million and 3nillion, respectively. As of March &
2011, HCS was managing approximately $49.5 milbbmassets on the Compasybehalf. As of March 31, 2011 and December 31026
Company had a management fee payable totalingr§illion and $0.7 million, respectively, includedétcrued expenses and other liabilities.

The HCS Advisory Agreement has an initial term teapires on June 30, 2012, subject to automatiai@naneyear renewa
thereafter. The Company may terminate the Agreemealect not to renew the Agreement, subject ttageconditions and subject to payir
termination fee equal to the product of (A) 1.5 &BYdlthe sum of (i) the average annual base adyife® earned by HCS during the gwntt
period preceding the effective termination datel @i) the annual consulting fee.

JMP and its affiliates have, at times, ioested with the Company and/or made debt or gdiiestments in investees they introdu
to the Company. James J. Fowler, the Compa@¥iairman and the Chief Investment Officer of H@d AlYMF, is a portfolio manager for H¢
and a managing director of JMP Group Inc.
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14. Income Taxes

At March 31, 2011, the Company had approximate 8#illion of net operating loss carryforwards whitiay be used to offset futt
taxable income. The carryforwards will expire irRaahrough 2029. The Internal Revenue Code plagdain limitations on the annual amao
of net operating loss carryforwards that can bézatl if certain changes in the Companywnership occur. In connection with a p
transaction, the Company may have undergone anrshipechange within the meaning of IRC section 8&2 would impose such a limitatit
but a final conclusion has not been made. At timeet based on managementhitial assessment of the limitations, managentems nc
believe that the limitation would cause a significamount of the Company's net operating lossegpae unused, however, the Company
be required to pay income taxes under certain gistances.

15. Stock Incentive Plan

In May 2010, the Company’s stockholders approves @ompany’'s 2010 Stock Incentive Plan (the “2018nP| with suct
stockholder action resulting in the terminationtteé Company’s 2005 Stock Incentive Plan (the “280#8n”). The terms of the 2010 Plan
substantially the same as the 2005 Plan. Howewsrputstanding awards under the 2005 Plan wiltioae in accordance with the terms of
2005 Plan and any award agreement executed in ctomewnith such outstanding awards. At March 31120there are 43,083 share:
restricted stock outstanding under the 2010 ané Zoan.

Pursuant to the 2010 Plan, eligible employeescef§ and directors of the Company are offered thgoxdunity to acquire tt
Company's common stock through the award of résttistock and other equity awards under the 20&A.Alhe maximum number of she
that may be issued under the 2010 Plan is 1,190T068 Companys directors have been issued 10,188 shares unel@0tt0 Plan in lieu
cash compensation as of March 31, 2011.

During the three months ended March 31, 2011 aidd 2he Company recognized noash compensation expense of approxim
$47,000 and $48,000, respectively. Dividends aid pn all restricted stock issued, whether théwees have vested or not. Notwithstan
certain exceptions, non-vested restricted stoffirfeited upon the recipient's termination of enyplent.

A summary of the activity of the Company's negsted restricted stock for the three months emdath 31, 2011 and March !
2010, respectively, are presented below:

2011 2010
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 28,99¢ $ 5.4: 60,66 $ 5.2¢
Granted 14,08¢ 7.1C 4,00( 7.5C
Forfeited — — — —
Vested — — — —
Non-vested shares as of March 31 43,08 $ 5.9¢ 64,665 $ 5.4z
Weighted-average fair value of
restricted stock granted during
the period 14,08 $ 7.1C 4,000 $ 7.5C

(1) The grant date fair value of restricted stock awasdbased on the closing market price of the Caryiisacommon stock at the gr.
date.

At March 31, 2011 and 2010, the Company had unmized compensation expense of $0.1 million and $@lkon, respectively
related to the nomested shares of restricted common stock. Thecogrézed compensation expense at March 31, 20&kpscted to
recognized over a weighted average period of 2atsyeThe total fair value of restricted sharegaesluring the three months ended Marct
2011 and 2010 was $0.

16. Subsequent Event

On April 5, 2011, we entered into a muar investment management agreement with RiverBa@ ("RiverBanc"), a privatel
owned investment management and specialty finaoowany focused on higyielding investments in the commercial real estagna. Unde



the investment management agreement, RiverBancauilice, structure and manage investments secyrednbmercial real estate that will
funded by a subsidiary of NYMT on a flow basis. pext of this transaction, NYMT is also eligiblereceive a minority ownership interes
RiverBanc, alongside RiverBanc’s management teairHamvest Capital Strategies LLC, which also seasean external advisor to NYMT.
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ltem 2. Management’s Discussion and Analysis of kancial Condition and Results of Operations
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

Some of the statements included or implied in Qisarterly Report on Form 10-Q constitute forwardkiog statements. Forward-
looking statements relate to expectations, beligfsjections, future plans and strategies, antiegha@vents or trends and similar expres:
concerning matters that are not historical factssdme cases, you can identify forward-lookingestants by terms such as “anticipate,”
“believe,” “could,” “estimate,” “expect,” “intend,”may,” “plan,” “goal,” “objective,” “potential,” ‘project,” “should,” “will” and “would” or
the negative of these terms or other comparahteinetogy.

The forwardlooking statements are based on our beliefs, assumspand expectations of our future performanaking into accoul
information currently in our possession. Thesedfgliassumptions and expectations may changeessib of many possible events or fact
not all of which are known to us or are within aantrol. If a change occurs, the performance of mantfolio and our business, financ
condition, liquidity and results of operations megry materially from those expressed, anticipateaantemplated in our forwarddoking
statements. You should carefully consider thedes riglong with the following factors that could sawactual results to vary from our forward-
looking statements:

« changes in our business and strategies;

« our ability to successfully diversify our investnigortfolio and identify suitable assets to inviest

« the effect of the Federal Reserve’s and the U.8adurys actions and programs, including future purchasesales of Agenc
RMBS by the Federal Reserve or Treasury, on thaidity of the capital markets and the impact anding of any furthe

programs or regulations implemented by the U.S.eBawent or its agencies;

« any changes in laws and regulations affecting #iationship between Fannie Mae, Freddie Mac or Bitviae and the U.
Government;

« increased prepayments of the mortgages and othes landerlying our investment securities;

« the volatility of the markets for our targeted dsse

« increased rates of default and/or decreased regoatas on our assets;

« mortgage loan modification programs and futurediegive action;

» the degree to which our hedging strategies mayayr mot protect us from, or expose us to, credépayment or interest rate risk;

« changes in the availability, terms and deploymémiapital;

« changes in interest rates and interest rate misraatoetween our assets and related borrowings;

« our ability to maintain existing financing agreertgrobtain future financing arrangements and thegeof such arrangements;

« changes in economic conditions generally and thegage, real estate and debt securities marketsfispdly;

« legislative or regulatory changes;

» changes to GAAP; and

« the other important factors identified, or incorpted by reference into this report, including, bat limited to those under t
captions “Management’s Discussion and Analysis mfafcial Condition and Results of Operations” arf@uéntitative an

Qualitative Disclosures about Market Risk”, andsthalescribed in Part I, Iltem 1A — “Risk Factoo§'bur Annual Report on Foi
10-K for the year ended December 31, 2010 and #rmer documents we file with the SEC.

We cannot guarantee future results, levels of ggtiperformance or achievements. You should natglundue reliance on forward-
looking statements, which apply only as of the ddtthis report. We do not intend and disclaim aoyy or obligation to update or revise .
industry information or forwardboking statements set forth in this report to eeflnew information, future events or otherwisecept a



required under the U.S. federal securities laws.
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In this Quarterly Report on Form 1Q-we refer to New York Mortgage Trust, Inc., togetlith its consolidated subsidiaries,
“we,” “us,” “Company,” or “our,” unless we specifically state otherwise or the cdnitalicates otherwise. We refer to Hypotheca Gd
LLC, our wholl-owned taxable REIT subsidiary (“TRS”) as “HC,” andew York Mortgage Funding, LLC, our whotiysned qualified REI
subsidiary (“QRS”) as “NYMF.” In addition, the fatlwing defines certain of the commonly used termthig report: “RMBS” refers tc
residential adjustable-rate, hybrid adjustable-rated fixed-rate mortgage-backed securities; “AgeRIBS” refers to RMBS that are isst
or guaranteed by a federally chartered corporati®SE"), such as the Federal National Mortgage Asistion (“Fannie Mae”") or the
Federal Home Loan Mortgage Corporatid‘Freddie Mac”), or an agency of the U.S. government, such as thvei@ment National Mortgay
Association “Ginnie Mae”); “non-Agency RMBS” refers to RMBS biaed by prime jumbo and Alternative A-paper (“AltjAhortgage loan
“CMOs” refers to collateralized mortgage obligatisn“REMICs” refers to real estate mortgage investineonduits, “lOs” refers to intere:
only securities, including inverse interest onlgwgties, “POs” refers to principal-only securitie§ARMS” refers to adjustableate residentie
mortgage loans; “prime ARM loans” refers to primeedit quality residential ARM loans (“prime ARM log) held in securitization trust
and “CMBS” refers to commercial mortgage-backedwséies.

General

We are a real estate investment trust, or REIThénbusiness of acquiring, investing in, financamgl managing primarily mortgage-
related assets. Our principal business objectite generate net income for distribution to ourcklwlders resulting from the spread betw
the interest and other income we earn on our iste@ning assets and the interest expense we pdedotrowings that we use to finance
leveraged assets and our operating costs, whiatef@eto as our net interest income. We intencctdeve this objective by investing in a br
class of mortgage-related and financial assetsithaggregate will generate what we believe amaetive riskadjusted total returns for ¢
stockholders. Our targeted assets currently inchgiency RMBS consisting of pass-through certifisa@MOs, REMICs, I0s and POs, non-
Agency RMBS, which may include nokgency 10s and POs, prime ARM loans held in seatibn trusts, CMBS, commercial mortg:
loans and other commercial real estatkated debt investments. We also may opportuaifi@acquire and manage various other type
mortgage-related and financial assets that weseliéll compensate us appropriately for the risksogiated with them.

Since 2009, we have repositioned our investmerifgiar away from one primarily focused on leveragkglency RMBS and prin
ARM loans held in securitization trusts, to a mdieersified portfolio that includes elements ofditaisk with reduced leverage, as evider
by our investments in residential mortgage loan2®0 and our establishment and initial fundingtled Midway Residential Mortga
Portfolio in February 2011. Iline with our diversification strategy and focus asset performance, we intend to pursue inves
opportunities in the commercial mortgage markedulgh our relationship with RiverBanc LLC (“RiverBah, a privately owned investme
management and specialty finance company focusedigmyielding investments in the commercial real estatena. We anticipa
contributing capital to both our residential moggastrategy, particularly the Midway Residential idage Portfolio, and our commer«
mortgage strategy, in the future, such that thegestments will become significant contributoroto revenues and earnings and will repre
a significant portion of our total assets in thaufe. For more information regarding our Midway Resgtial Mortgage Portfolio strategy ¢
our relationship with Riverbanc, see “—Recent andsgquent Events” below.

We have elected to be taxed as a REIT and have lsmmand intend to continue to comply, with theisions of the Intern
Revenue Code of 1986, as amended (the “Internad¢iey Code”)with respect thereto. Accordingly, we do not expgedbe subject to fede
income tax on our REIT taxable income that we ailyedistribute to our stockholders if certain assacome and ownership tests
recordkeeping requirements are fulfilled. Even & maintain our qualification as a REIT, we may bbjact to some federal, state and |
taxes on our income generated in our taxable REbEBidiary.
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Recent and Subsequent Events
Initial Funding of Midway Residential Mortgage Pfmito Managed by The Midway Group

As previously disclosed, on February 11, 2011, wiered into an investment management agreement’iidway Managemel
Agreement”) with The Midway Group, L.P. (“Midway”pursuant to which Midway serves as investment manad a separate acco
established and owned by us. We refer to this s¢gaccount as the Midway Residential Mortgagefélant

On February 28, 2011, we provided $24.5 millionirofial funding to the Midway Residential Mortgag®rtfolio. As of the date
this report, we have provided an additional $10illian of funding to the Midway Residential MortgadPortfolio and we expect to contrib
additional capital to the Midway Residential MorggaPortfolio in the future, subject to various citieds. For more information regarding
Midway Residential Mortgage Portfolio strategy, luding our investment, financing and hedging stgege for this portfolio, see “ltem 4
Business” in our Annual Report on Form KCfor the year ended December 31, 2010. Additiandrmation regarding the performance
balance sheet characteristics of the Midway Resimdviortgage Portfolio (see “ — Midway Residentibrtgage Portfolio” below).

Commercial Mortgage Portfolio Strategy Development

On April 11, 2011, we announced that one of our lyhmwned subsidiaries, RB Commercial Mortgage LL®BCM”), had entere
into a multi-year investment management agreematit RiverBanc (the “RiverBanc Management AgreementUnder the investme
management agreement, RiverBanc will source, strecind manage investments secured by commereibkestate that will be funded
RBCM on a flow basis. The investment program iseet@d to provide both mezzanine loans and prefexgedty for all commercial propel
types on a nationwide basis. RiverBanc will focasyuddle market opportunities and pursue on batfdfBCM transactions in amounts as
as $2 million secured by properties valued at $ilom or greater. RBCM will also participate inrgttured investments such as the acquis
of seasoned or distressed loan portfolios, neetbasoperties or subordinate commercial mortgagédzhsecurities.

The RiverBanc Management Agreement has a termwillagxpire on April 5, 2013, subject to automationual onerear renewa
thereafter. Pursuant to the terms of the RiverBdanagement Agreement, RiverBanc will receive a thigribase management fee in arrea
a cash amount equal to the product of (i) 1.50%apeium of our invested capital in RBCM as of tha lausiness day of the previous ma
multiplied by (ii) /12t . In addition, RiverBanc will be entitled to an émtive fee that is calculated quarterly and paidash in arrears. T
incentive fee is based upon the average investgithtin RBCM during the fiscal quarter, subjectattigh water mark equal to a 9% retun
invested capital, and shall be payable in an amegué&l to 35% of the dollar amount by which adjdstet income (as defined in the RiverB
Management Agreement) attributable to the investgaital in RBCM, on a calendar I2enth basis and before accounting for any ince
fees payable to RiverBanc, exceeds an annual 18/faeturn on invested capital. The RiverBanc Bgament Agreement has a term
will expire on April 5, 2013, subject to automatmnual onerear renewals thereafter. We may terminate the rBaec Manageme
Agreement or elect not to renew the agreementesuly certain conditions and subject, in certaises, to paying a termination fee equal ti
product of (A) 24 and (B) the monthly base managerearned by RiverBanc during the month immediapegceding the month in which 1
termination occurs.

As part of this transaction, subject to our fundofgRBCM at various thresholds, we are eligibleotlgh our TRS, to receive
ownership interest in RiverBanc of up to 17.5%,ngkide RiverBans management team and Harvest Capital Strategi€s hich als
serves as an external advisor to our company.

Disposition of Portion of CLOs in Our Portfolio
For the period April 1, 2011 to the date of thipag, we opportunistically sold the highest rated dowest yielding tranche of CLOs
from our portfolio, realizing a net profit befonecentive fee of approximately $2.5 million.

Current Market Conditions and Commentary

Recent Government Actior8ince 2008, the U.S. Government and the FederarResnd other governmental regulatory bodies
taken significant actions to stabilize or improvarket and economic conditions in the U.S. Whileithpact from many of these programs
not been as extensive as initially anticipatedumlmer of these programs have impacted and mayeifutiare continue to impact our portfc
and our results of operations. A description ofergogovernment actions that we believe are mosvagit to our operations and busine:
included below:

e In July 2010, the Dod&rank Wall Street Reform and Consumer Protection Was passed by the U.S. Congress.



legislation aims to restore responsibility and actability to the financial system. It is uncleavhthis legislation may impe
the borrowing environment, investing environmentRMBS and other targeted assets, interest ratpswaad other derivativ
as much of the legislation’s implementation hasysttbeen defined by regulators.

In November 2010, the U.S. Federal Reserve annduagaogram to purchase an additional $600 bilbbtongerterm U.S
Treasury securities by the end of the second quaft2011, a pace of about $75 billion per monthe@f the effects of tt
program may be to increase the price of Agency RMBi&ce the program is terminated it may cause eedse in demand 1
these securities, which likely would reduce the@rrket price.

As part of its plan to sell off a $142 billion pfafio of mortgagebacked securities it purchased during the finanmiais, ir
March 2011, the U.S. Treasury Department annouptats to begin selling those securities. The Ur@a3ury's investmer
are primarily 30-year, fixedate mortgage securities guaranteed by either Edviae or Freddie Mac that were purchased ir
2008 and 2009. The U.S. Treasury is aiming to afélabout $10 billion each month (in addition tarmipal paydowns) an
made the decision to begin selling these secuiitiéght of the general improvement in the U.Somamy.
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Developments at Fannie Mae and Freddie MadPayments on the Agency RMBS in which we investguraranteed by Fannie M
and Freddie Mac. As broadly publicized, Fannie Mad Freddie Mac have experienced significant logsescent years, causing the
Government to place Fannie Mae and Freddie Macruederal conservatorship. In February 2011, the. Department of the Treasury al
with the U.S. Department Housing and Urban Develppimreleased a much-awaited report titled “Refogmikmericas Housing Financ
Market”, which outlines recommendations for reforming th&.Uhousing system, specifically the roles of FarMae and Freddie Mac a
transforming the governmestinvolvement in the housing market. It is uncleaw future legislation may impact the housing ficamarke
and the investing environment for mortgage-relatecurities and more specifically, Agency RMBS and-Agency RMBS, as the method
reform is undecided and has not yet been definettidyegulators. The scope and nature of the actlmat the U.S. Government will ultimat
undertake with respect to the future of Fannie Maé Freddie Mac are unknown and will continue tole. New regulations and progra
related to Fannie Mae and Freddie Mac may adveedédgt the pricing, supply, liquidity and value RMBS and otherwise materially ha
our business and operations. For more informateganding specific developments at Fannie Mae aeddie Mac in 2010, see this s¢
section in our Annual Report on Form 10-K for tleayended December 31, 2010.

Mortgage and Other Asset ValueBuring the first quarter of 2011, we continuedhbserve strong demand and high prices for Ag
RMBS. Market demand for nogency RMBS during the first quarter of 2011 rensadétrong. We expect market values for certain ofotloe
targeted assets, such as CMBS, CLOs, and resilantdacommercial whole loans to improve as the eoto outlook in the U.S. and abr¢
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 2011 first quarter. Recent mohtnge seen some stabilization or improvement ofwoerneasures of credit quality, altho
this stabilization and/or improvement may ultimgtptove to be temporary. While RMBS backed by sirshprmortgages and option ARMs
experiencing the highest delinquency and loss ratasportfolio of prime ARM loans held in secuzition trusts continue to experience |
delinquency rates. More recently, however, thera growing concern that the increasing supply afolsh homes as a result of foreclos
delays has put renewed downward pressure on hagiegawhich may lead to further delinquency anssloates on various RMBS.

Financing markets and liquidi. The availability of repurchase agreement finagds stable with interest rates between 0.27%
0.30% for 30-90 day repurchase agreements. Thaa$0-IBOR, which was 0.24% at March 31, 2011, lemsained relatively unchanged si
December 31, 2010. While we expect interest rategsé over the longer term, we believe that irderates, and thus our financing cosése
likely to remain at these historically low levelstil such time as the economic data begin to confirsustainable improvement in the ot
economy.

Over the past year, many investment banks havanesdumaking term financing available for ndgency RMBS. The return
financing availability and the stabilization of bawing costs have somewhat improved liquidity ia tharket for these securities, although :
financing is currently available only in limited aomts and with respect to only certain types ob¢hsecurities, so such improved liquidit
likely to be limited in the near term.

As of March 31, 2011, the weighted average “hairgetated to our repurchase agreement financing iorAmency 10s and oth
Agency RMBS was approximately 35% and 6%, respelstivfor a total weighted average “haircudf 14%. As of March 31, 2011, t
Company had available cash of $8.4 million to nsdeirt term liquidity requirements.

Prepayment ratesAs a result of various government initiatives @nel reduction in intermediate and longerm treasury yields, rai
on conforming mortgages continue to be historickdly. While these trends have historically resdilie higher rates of refinancing and t
higher prepayment speeds, we have observed litif@ét from refinancing on the CPR for our portfolidowever, the CPR on our RM
portfolio was negatively impacted during the threenths ended March 31, 2010, by repurchase progimamplemented by Freddie Mac ¢
Fannie Mae. Hence, the CPR on our RMBS portfolialie first quarter of 2011 has declined from 26M&ls. See “-Summary of Operatiol
— Prepayment Experience” below.
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Significance of Estimates and Critical Accounting Blicies

A summary of our critical accounting policies iglided in Item 8 of our Annual Report on FormK®er the year ended Decem
31, 2010 and “Note 1 — Summary of Significant Aatting Policies”to the condensed consolidated financial statemantsded therein. |
2011, the Company elected the fair value optionitloinvestments in the Midway Residential Mortg&@tfolio, which measures unreali
gains and losses through earnings in the condersemblidated statements of operations.

Summary of Operations

Net Interest SpreadFor the three months ended March 31, 2011, oumeeme was dependent upon the net interest indtima
interest income on portfolio assets net of theregeexpense and hedging costs associated withaaseis) generated from our portfolic
RMBS, CLO, IOs, U.S. Treasury securities, mortglagas held in securitization trusts and mortgagasoheld for sale. The net interest sp
on our investment portfolio was 368 basis pointstfi@ quarter ended March 31, 2011, as compar&$3abasis points for the quarter en
December 31, 2010, and 425 basis points for theeuended March 31, 2010.

Financing.During the quarter ended March 31, 2011, we coetinio employ a balanced and diverse funding mifin@ance ou
assets. At March 31, 2011, our Agency RMBS ponfalias funded with approximately $46.6 million opuechase agreement borrowi
which represents approximately 11.3% of our tatilities, at a weighted average interest rat®.dB%. The increase in the borrowing
was due to the addition of the Midway Residentiarigage Portfolio which includes Agency 10s. Therbwing rate for the Agency 10s w
approximately 86 basis points as compared to 34 lpasints for the other Agency RMBS. The Companyeighted average haircut on
repurchase borrowings was approximately 14% at M&dg 2011. As of March 31, 2011, our wholly owrsedbsidiary, HC, had trust prefer
securities outstanding of $45.0 million, which regents approximately 10.9% of our total liabilifiasa weighted average interest rate of 4
As of March 31, 2011, the loans held in securitiratrusts were permanently financed with approxetya$215.3 million of CDOs, whic
represents approximately 52.4% of our total lidgie#i, at an average interest rate of 0.63%. Thegaom has a net equity investment of ¢
million in the securitization trusts as of March 2011.

At March 31, 2011 our leverage ratio for our RMB®astment portfolio, which we define as our outdiag indebtedness unc
repurchase agreements divided by stockhold=geity, was less than 1 to 1. We have continuedtitze 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 with reduceddeage.

Prepayment Experienc&he CPR on our overall mortgage portfolio averagpdroximately 9.6% during the three months e
March 31, 2011, as compared to 13.8% for the threeths ended December 31, 2010. CPRs on our pedhmstfolio of RMBS for the thr
months ended March 31, 2011 were 16.9%, as compar2d.0% for the three months ended December @l0.ZThe CPRs on our mortg:
loans held in securitization trusts averaged agprately 7.0% during the three months ended March2B11, as compared to 11.5% for
three months ended December 31, 2010. When prepdgrpectations over the remaining life of assatsease, we amortize premiums ov
shorter time period, which results in a reduceddyie maturity on our investment assets. Converdélgrepayment expectations decrease
premium is amortized over a longer period resulimg higher yield to maturity. We monitor our pagment experience on a monthly b
and adjust the amortization of our net premiumoediogly.
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Financial Condition

As of March 31, 2011, we had approximately $482ilkian of total assets, as compared to approxinya$d74.3 million of tote
assets as of December 31, 2010.

Balance Sheet Analysis

Investment Securities Available for Sal&he following tables set forth the balances of mwestment securities as of March
2011 (dollar amounts in thousands):

Par Carrying % of
March 31, 2011 Value Value Portfolio
Agency RMBS $ 315,470 $ 77,28 64.£%
Non-Agency RMBS 8,77¢ 6,78( 5.7%
CLO 40,95( 30,26 25.4%
U.S. Treasury securities 5,00(C 4,99: 4.1%
Total $ 370,19¢ $ 119,32. 100.(%

Securities included in investment securities abédldor sale held in our Midway Residential Mortgdgortfolio that are measurec
fair value through earnings as of March 31, 20Kl follows (dollar amounts in thousands):

Par Carrying % of
March 31, 2011 Value Value Portfolio

Interest only securities included in Agency RMBS:

Fannie Mae $ 110,28 $ 17,46¢ 46.€%

Freddie Mac 62,24¢ 8,64( 23.1%

Ginnie Mae 100,50¢ 6,38( 17.(%

U.S. Treasury securities 5,00(C 4,99: 13.2%

Total $ 278,04 $ 37,48 100.(%

The following table sets forth the balances ofiouestment securities as of December 31, 2010gdathounts in thousands):

Par Carrying % of
December 31, 2010 Value Value Portfolio
Agency RMBS $ 4504: $ 47,52¢ 55.2%
Non-Agency RMBS 11,10¢ 8,98¢ 10.4%
CLO 45,95( 29,52¢ 34.2%
Total $ 102,09¢ $ 86,04( 100.(%
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Detailed Composition of Loans Securitizing Our CLOs

The following tables summarize the loans secuniizbur CLOs grouped by range of outstanding balameckindustry as of March :
2011 and December 31, 2010, respectively (dollasuats in thousands):

As of March 31, 2011 As of December 31, 2010
Range of Number of Maturity Total Number of Maturity Total
Outstanding Balance Loans Date Principal Loans Date Principal

11/2014 - 11/2014 -

$0 - $500 16 2/2018 $ 6,98¢ 11 11/2017  $ 5,40¢
6/2013 - 5/2013 -

$500 - $,00C 85 9/2019 120,09: 72 12/2017 95,70¢
10/2012 - 8/2012 -

$2,000 -$5,00( 89 3/2018 272,49¢ 88 11/2017 276,26!
11/2011 - 11/2011 -

$5,000 - 30,00 9 3/2016 59,18( 11 3/2016 77,36¢

+$10,00( — — — — — —

Total 19¢ $ 458,76 182 $ 454,73¢
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March 31, 2011

Industry

Healthcare, Education and Childcare

Retail Store

Telecommunications

Electronics

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

Personal, Food & Misc. Services

Beverage, Food & Tobacco

Hotels, Motels, Inns and Gaming

Utilities

Aerospace & Defense

Diversified Conglomerate Service
Diversified/Conglomerate Mfg

Personal & Non-Durable Consumer Products
Cargo Transport

Insurance

Printing & Publishing

Automobile

Banking

Buildings and Real Estate

Farming & Agriculture

Finance

Containers, Packaging and Glass

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

Ecological

Textiles & Leather

Mining, Steel, Iron and Non-Precious Metals
Grocery

Broadcasting & Entertainment

Diversified Natural Resources, Precious Metals Mirterals
Oils & Gas
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% of
Number of Outstanding Outstanding
Loans Balance Balance
22 $ 60,15¢ 13.11%
14 36,00° 7.85%
16 29,26: 6.38%
11 26,29: 5.73%
1C 21,91¢ 4.78%
11 21,85 4.76%
12 21,39: 4.66%
8 17,77¢ 3.88%
5 17,29¢ 3.77%
5 16,99. 3.70%
9 16,55¢ 3.61%
9 16,13: 3.52%
6 14,75 3.22%
5 14,35 3.13%
3 14,15¢ 3.09%
3 14,08: 3.07%
4 11,09: 2.42%
5 9,16¢ 2.00%
3 8,73¢ 1.90%
4 8,34: 1.82%
4 7,901 1.72%
4 7,745 1.69%
4 7,62( 1.66%
4 7,45( 1.62%
3 7,08( 1.54%
3 6,29: 1.37%
4 4,85¢ 1.06%
2 4,461 0.97%
2 2,98( 0.65%
2 2,45( 0.53%
1 2,244 0.49%
1 1,36¢ 0.30%
19¢ $ 458,76 100.00%




December 31, 2010

Industry

Healthcare, Education and Childcare

Retail Store

Electronics

Telecommunications

Leisure, Amusement, Motion Pictures & Entertainment
Personal, Food & Misc. Services

Chemicals, Plastics and Rubber

Beverage, Food & Tobacco

Utilities

Aerospace & Defense

Insurance

Hotels, Motels, Inns and Gaming

Farming & Agriculture

Cargo Transport

Diversified/Conglomerate Mfg

Personal & Non-Durable Consumer Products
Printing & Publishing
Diversified/Conglomerate Service
Broadcasting & Entertainment

Ecological

Finance

Containers, Packaging and Glass

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

Buildings and Real Estate

Banking

Automobile

Mining, Steel, Iron and Non-Precious Metals
Textiles & Leather

Grocery

Oil & Gas

Diversified Natural Resources, Precious Metals lintkrals

% of
Number of Outstanding Outstanding
Loans Balance Balance
19 $ 52,53] 11.55%
1C 29,38¢ 6.46%
1C 29,14¢ 6.41%
13 26,41( 5.81%
1C 22,31¢ 4.91%
1C 21,17¢ 4.66%
9 20,96: 4.61%
9 18,66¢ 4.10%
5 17,03t 3.75%
7 16,46¢ 3.62%
3 16,24¢ 3.57%
5 15,38¢ 3.38%
5 14,98: 3.29%
3 14,37: 3.16%
6 13,91« 3.06%
5 13,77: 3.03%
4 11,94« 2.63%
5 10,84: 2.38%
4 10,03’ 2.21%
4 8,76: 1.93%
3 7,80: 1.72%
4 7,63¢ 1.68%
4 7,48: 1.65%
3 7,30¢ 1.61%
3 6,97( 1.53%
2 6,75( 1.48%
5 6,544 1.44%
3 5,46¢ 1.20%
3 4,35¢ 0.96%
2 3,994 0.88%
3 3,80¢ 0.84%
1 2,251 0.49%
182 $ 454,73 100.00%
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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 critexiad 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 residualtass®d mortgage servicing rights.

The following table details mortgage loans heldsécturitization trusts at March 31, 2011 and Decen®ie 2010, respective
(dollar amounts in thousands):

# of Loans Par Value Coupon Carrying Value
March 31, 2011 546 $ 224,43¢ 2.98% $ 223,271
December 31, 2010 559 $ 229,32 3.16% $ 228,18¢

At March 31, 2011, mortgage loans held in secwiiton trusts totaled approximately $223.3 million46.3% of our total assets.
this mortgage loan investment portfolio, 100% aaglitional ARMs or hybrid ARMs, 81.3% of which a#&kM loans that are interest only fc
period of typically 10 years. None of the mortgdgans held in securitization trusts are paymenioopARMs or ARMs with negativ
amortization.

The following tables set forth the characterist€®ur portfolio of mortgage loans held in secaation trusts as of March 31, 2(
(dollar amounts in thousands):

Average High Low
General Loan Characteristics:
Original Loan Balance (dollar amounts in thousands) $ 443 3 295C $ 48
Current Coupon Rate 2.98% 7.25% 1.38%
Gross Margin 2.37% 4.13% 1.13%
Lifetime Cap 11.28% 13.25% 9.13%
Original Term (Months) 360 360 360
Remaining Term (Months) 289 297 256
Average Months to Reset 3 11 1
Original Average FICO Score 729 818 593
Original Average LTV 70.47% 95.0(% 13.94%
% of Weighted
Outstanding Average Gross
Loan Balance Margin (%)
Index Type/Gross Margin:
One Month LIBOR 3% 1.69%
Six Month LIBOR 73% 2.40%
One Year LIBOR 16% 2.26%
One Year Constant Maturity Treasury 8% 2.65%
Total 100%
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The following table details loan summary informatifor loans held in securitization trusts at Magh 2011 (dollar amounts

thousands):
Description Interest Rate % Final Maturity
Principal
Amount of
Loans

Subject to
Periodic Original ~ Current  Delinquent
Payment Amount  Amount  Principal

Property Loan Terms  Prior of of or
Type Balance Count Max Min Avg Min Max  (months) Liens Principal Principal Interest
Single <= $10( 12 3.8¢ 2.6: 3.1112/1/193: 11/1/193! 36C NA$ 150¢9% 887 -
Family <=$25( 70 4.8t 2.6: 3.21 9/1/193: 12/1/193! 36C N/A 14,83" 12,65¢ 591
<=$50( 98 4.1 2.6: 3.0¢ 7/1/193¢ 1/1/193¢ 36C N/A 37,38¢ 34,08( 7,43¢
<=$1,00( 38 3.63 1.5 2.8€ 8/1/193: 12/1/193! 36C N/A 30,577 28,63¢ 3,411
>$1,00( 21 328 278 291 1/1/193f 11/1/193! 36C N/A 37,357 36,84 10,16:
Summary 23¢  4.8¢ 1.5 3.08 9/1/193. 1/1/193¢ 36C N/A 121.66¢ 113,10: 21,60(
2-4 <= $10( 1 378 378 3.7% 2/1/193¢ 2/1/193¢ 36C N/A 80 73 75
FAMILY <=$25( 7 3.7t 2.7% 3.1& 12/1/193. 7/1/193¢ 36C N/A 1,41t 1,21z -
<=$50( 15 7.28  2.1: 3.28F 9/1/193¢ 1/1/193¢ 36C N/A 5,55¢ 5,227 25/
<=$1,00( - - - - 01/00/0C 01/00/0( 36C N/A - - -
>$1,00( - - - - 01/00/0C 01/00/0( 36C N/A - - -
Summary 23 7.28 21% 3.28 9/1/193¢ 1/1/193¢ 36C N/A 7,04¢ 6,51: 32¢
Condo <= $10( 15 35 278 2.9¢ 1/1/193f 12/1/193! 36C N/A 1,917 922 5§
<=$25( 73 3.8¢ 2.7t 3.14 2/1/193: 1/1/193¢ 36C N/A 14,27: 12,68¢ 551
<=$50( 64 3.8¢ 1kt 3 9/1/193: 12/1/193! 36C N/A 21,957 20,75! 272
<=$1,00( 21 3.8¢ 1.6: 2.8¢ 8/1/193: 10/1/193! 36C N/A 15,48¢ 14,51: -
>$1,00( 10 3.1z 2.78 2.8¢ 1/1/193% 9/1/193t 36C N/A 14,91« 14,64 -
Summary 18z 3.8¢ 1.5 3.02 9/1/193. 1/1/193¢ 36C N/A 68,54+ 63,51: 87¢
CO-OP <= $10( 4 3 2.65 2.7¢ 10/1/193: 8/1/193: 36C N/A 443 32t -
<=$25( 18 3.3t 2.2t 2.€ 10/1/193¢ 12/1/193! 36C N/A 4,011 3,23t 21z
<=$50( 26 4 1.3t 2.8 8/1/193¢ 12/1/193! 36C N/A 10,72« 9,501 -
<=$1,00( 12 3 2.7t 2.7¢ 12/1/193: 10/1/193! 36C N/A 9,08¢ 8,881 -
>$1,00( 4 278 2.2F 2.6%11/1/193: 12/1/193! 36C N/A 5,65¢ 5,31¢ -
Summary 64 4 1.3t 2.8/ 8/1/193¢ 12/1/193! 36C N/A 29,92¢ 27,251 21z
PUD <= $10( 1 275 278 2.7%F 7/1/193t 7/1/193¢ 36C N/A 10C 91 -
<=$25( 17 3.5 2.6 29¢ 1/1/193f 12/1/193! 36C N/A 3,512 3,32¢ 11z
<=$50( 12 3.5 2.6 3.0¢ 8/1/193: 12/1/193! 36C N/A 4,23¢ 3,96¢ 77C
<=$1,00( 4 3.5 27%f 3.1% 5/1/193¢ 7/1/193t 36C N/A 2,832 2,62¢ -
>$1,00( 3 3.01 27t 2.9z 4/1/193¢ 12/1/193! 36C N/A 4,14¢ 4,04( -
Summary 37 3.5 2.6 3.01 8/1/193. 12/1/193! 36C N/A 14,82¢ 14,05! 88<
Summary <= $10( 33 38& 2.6: 3 10/1/193: 12/1/193! 36C N/A 4,04:% 2,29¢ 13C
<=$25( 18t 4.8¢ 228 3.1: 9/1/193: 1/1/193¢ 36C N/A 38,04 33,11 1,467
<=$50( 21F 7.2 1.3t 3.0 8/1/193: 1/1/193¢ 36C N/A 79,85¢ 73,52¢ 8,73:
<=$1,00( 75  3.8¢ 1.5 2.8¢ 8/1/193( 12/1/193! 36C N/A 57,98’ 54,657 3,411
>$1,00( 38 3.2 22f 287 4/1/193: 12/1/193! 36C N/A 62,07¢ 60,84( 10,16:
Grand Total 54¢ 7.28 1.3t 2.9t 8/1/193. 1/1/193¢ 36C N/A $ 242,011$ 224,43t $ 23,90:
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The following table details activity for loans hetdsecuritization trusts for the three months ehifliarch 31, 2011 (dollar amounts
thousands):

Current Net Carrying
Principal Premium Loan Reserve Value
Balance, January 1, 2011 $ 229,32: % 1,451 $ (2,589, $ 228,18t
Principal repayments (4,453 — — (4,453
Provision for loan losses — — (425) (425)
Transfer to real estate owned — — — —
Charge-offs (434) — 434 —
Amortization for premium — (36) — (36)
Balance, March 31, 2011 $ 224,43¢ $ 1,415 % (2,580 $ 223,271

Investment in Limited PartnershipThe following table details loan summary inforroatifor the mortgage loans held in the lim
partnership in which our interest in the limitedtparship is accounted for under the equity metaeaf March 31, 2011 and December
2010, respectively (dollar amounts in thousands):

Loan Summary March 31, 2011
Number of Loan: 122
Aggregate Current Loan Balance $ 20,73%
Average Current Loan Balance $ 17C
Weighted Average Original Term (Months) 374
Weighted Average Remaining Term (Months) 323
Weighted Average Gross Coupon (%) 6.75%
Weighted Average Original Loan-to-Value of Loan (%) 85.81%
Average Cost-to-Principal of Asset at Funding (%) 70.17%
Fixed Rate Mortgages (%) 69.22%
Adjustable Rate Mortgages (%) 30.76%
First Lien Mortgages (%) 100.0(%
Loan Summary December 31, 2010
Number of Loan: 15¢
Aggregate Current Loan Balance $ 26,95:
Average Current Loan Balance $ 17C
Weighted Average Original Term (Months) 377
Weighted Average Remaining Term (Months) 32¢
Weighted Average Gross Coupon (%) 6.8(%
Weighted Average Original Loan-to-Value of Loan (%) 86.6(%
Average Cost-to-Principal of Asset at Funding (%) 66.9¢%
Fixed Rate Mortgages (%) 69.6%
Adjustable Rate Mortgages (%) 30.3%
First Lien Mortgages (%) 100.00%

Cash and cash equivalentsNe had unrestricted cash and cash equivale#8.4fmillion at March 31, 2011.

Restricted cash- We had restricted cash of $10.3 million at March 2111 which was designated for investments inMigway
Residential Mortgage Portfolio.

Receivables and other assetReceivables and other assets totaled $9.8 milkoof darch 31, 2011, and consist primarily of ¢
million of assets related to discontinued operatjc1.9 million of restricted cash held by thirdts, $1.5 million related to escrow advan
$0.8 million of accrued interest receivable, $0.#liom of real estate owned (“REQO’in securitization trusts, $0.6 million of capitaltior
expenses related to equity and bond issuance $@& million of prepaid expenses and $0.1 millidrdeferred tax asset. The restricted «
held by third parties of $1.9 million includes $Inillion held by counterparties as collateral fardging instruments and $0.2 million
collateral for a letter of credit related to thade of the Company’s corporate headquarters.

Financing Arrangements, Portfolio InvestmertsAs of March 31, 2011, there were approximately &4fillion of repurchas
borrowings outstanding. Our repurchase agreentgptsally have terms of 30 days or less. As of étaBl, 2011, the current weigh



average borrowing rate on these financing facdlitieas 0.48%. The increase in the borrowing rate duesto the addition of tl
Midway Residential Mortgage Portfolio which inclied@gency 10s. The borrowing rate for the Agency s approximately 86 basis po
as compared to 34 basis points for the other Ag&MBS. For the three months ended March 31, 201 ehding balance, quarterly avel
and maximum balance at any momtid of the repurchase agreements, which are inglud&nancing arrangements, portfolio investmeon
the condensed consolidated balance sheet, weré fdiion, $38.7 million and $46.6 million, respeely.

Collateralized Debt Obligations- As of March 31, 2011, we had $215.3 million of etdlralized debt obligations, or CD!
outstanding with a weighted average interest ra63%. The CDOs permanently finance our loand rekecuritization trusts.

Subordinated Debentures As of March 31, 2011, we have trust preferred séearoutstanding of $45.0 million that bear
average interest rate of 4.14%. These securities haveighted average interest rate equal to tmeeath LIBOR plus 3.84%. The Comp:
had previously paid interest at a fixed rate 06863on $20 million of these securities through R0y 2010. The securities are fully guaran
by the Company with respect to distributions andanis payable upon liquidation, redemption or repayt, and mature in 2035. Th
securities are classified as subordinated debeninrde liability section of our condensed cordatied balance sheets.
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Derivative Assets and LiabilitiesWe generally hedge the risk related to changekarbenchmark interest rates used in the val
rate index, usually a London Interbank Offered Rat¢BOR”), as well as prepayment risk associated with our Mig\Residential Mortgay
Portfolio.

In order to reduce our interest rate risk, we m@ize various hedging instruments, such as egerate swap agreements whereb
receive floating rate payments in exchange fordixate payments, effectively converting our shertrt repurchase agreement borrowin
CDOs to a fixed rate. We have also entered interé@st rate cap agreements whereby, in exchangefém, we are reimbursed for interest
in excess of a contractually specified capped vatddarch 31, 2011, the Company had $32.6 milliémotional amount of interest rate sw
outstanding with a fair market value of $0.8 mitlidn addition, the Company had $71.9 million ofianal amount of outstanding interest
caps with a fair market value of $0. Both theiiest rate swaps and interest rate caps qualifasts tow hedges for purposes of reporting.

In addition to utilizing interest rateaps and caps, we may purchase or sell short Weaslliry securities or enter into Eurodollar
futures contracts to help mitigate the potentigdaet of changes in interest rates on the performahour Midway Residential Mortgage
Portfolio. We may borrow securities to cover steates of U.S. Treasury securities under reversercbpse agreements. We account for the
securities borrowing transactions as a receivabtieureverse repurchase agreements on our condemssalidated balance sheet. The short
sales of U.S. Treasury securities are accountedsf@ecurities sold short, at fair value on oudemsed consolidated balance sheet. Realized
and unrealized gains and losses associated witthases and short sales of U.S. Treasury secuaitgesecognized through earnings in the
condensed consolidated statements of operations.

As of March 31, 2011, we had $81.9 millif U.S. Treasury securities sold short, at faiue. We borrowed securities to cover
the short sales of U.S. Treasury securities urel@rse repurchase agreements from which we recttadroceeds of $82.0 million.

The Company uses TBAs to hedge interest iskeand the aggregate risk of prepayments assdciwith its Midway Residenti
Mortgage Portfolio. For example, we may utilize T8# hedge the interest rate or yield spread nblerient in our long Agency RMBS
taking short positions in TBAs that are similardharacter. In a TBA transaction, we would agreguecchase or sell, for future delive
Agency RMBS with certain principal and interestnigrand certain types of underlying collateral, the particular Agency RMBS to
delivered is not identified until shortly beforeetiBA settlement date. The Company typically dagtstake delivery of TBAS, but rather set
with its trading counterparties on a net basis. $B#e liquid and have quoted market prices ancesept the most actively traded clas
RMBS. For TBA contracts that we have entered imt®,have not asserted that physical settlemenbisginle. Because we have not desigr
these forward commitments as hedging instrumeetdized and unrealized gains and losses assoeidttethese TBAs are recognized thro
earnings in the condensed consolidated stateméonfseaations.

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 credikrié.ccordingly, we do not expect any mate
losses as a result of default by other partieschnhot guarantee we do not have counterpartyréailu

The use of TBAs exposes the Company to market viadlke as the market value of the securities that Company is required
purchase pursuant to a TBA transaction may dedlélew the agreedpon purchase price. Conversely, the market valubeosecurities th
the Company is required to sell pursuant to a TB#vgaction may increase above the agreed upopsede

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 otwtorks as determined by senior manage
and our third party advisors, including the finahdmpact on income and asset valuation and thiicisns imposed on REIT hedgi
activities by the Internal Revenue Code, amongrsthe determining whether to hedge a risk, we w@ysider whether other assets, liabili
firm commitments and anticipated transactions dlyeaffset or reduce the risk. All transactions umaleen as a hedge are entered into w
view towards minimizing the potential for econortasses that could be incurred by us.

Balance Sheet Analysis - Stockholders’ Equity
Stockholders’equity at March 31, 2011 was $71.2 million and iield $19.6 million of net unrealized gains, $0.8liam in

unrealized derivative losses related to cash fledges and $20.4 million in unrealized gains prilpamtlated to our CLOs presented
accumulated other comprehensive income (loss).
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Midway Residential Mortgage Portfolio

The Company has an investment in a wholly ownedwatcreferred to as the Midway Residential MortgBgetfolio. The Midwa
Residential Mortgage Portfolio investments inclu@es, U.S. Treasury securities and a TBA securititicv is included in the Comparsy’
condensed consolidated balance sheet. The Compangldcted the fair value option for these investrsecurities which measures unreal
gains and losses through earnings in the condersemblidated statements of operations.

Additionally as of March 31, 2011, the Company I%#81.9 million of U.S. Treasury securities sold shat fair value. W
borrowed securities to cover the short sales of. Ur8asury securities under reverse repurchaseemgms from which we received tc
proceeds of $82.0 million.

The condensed balance sheet of the Midway Resadvitirtgage Portfolio included in the Compasiycondensed consolida
balance sheet at March 31, 2011 is as follows gd@alnounts in thousands):

Assets
Investment securities available for sale, at faiue (including pledged securities of $19,961) $ 37,48
Restricted cash 10,26«
Receivable under reverse repurchase agreements 40,25:
Receivable for securities sold 41,95¢
Derivative asset 5,90z
Receivables and other assets 1,307
Total Assets $ 137,16

Liabilities & Equity

Liabilities:
Financing arrangements, portfolio investments $ 13,00¢
Securities sold short, at fair value 81,91¢
Payable for securities purchased 17,45(
Accrued expenses and other liabilities 85
Total Liabilities 112,46:
Equity 24,70
Total Equity 24,70:
Total Liabilities and Equity $ 137,16«

The condensed statement of operations of the MidRagidential Mortgage Portfolio included in the Gmmy’s condense
consolidated statement of operations for the thmesths ended March 31, 2011 is as follows (dolaoants in thousands):

Statement of Operations

Interest income $ 281
Interest expense 29
Net Interest Income 252

Other income (expense)
Realized gain on investment securities and rélagslge 40
Unrealized loss on investment securities andedlhedges (40
General, administrative and other expenses 50
Net Income $ 20z
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Results of Operations
Overview of Performance

For the three months ended March 31, 2011, we tegoret income of $2.5 million, as compared toinedme of $2.7 million fc
the same period in 2010. The main components oftthege in net income for the three months endediMal, 2011 as compared to the s

period for the prior year are detailed in the fallog table (dollar amounts in thousands, excepspeare data):

For the Three Months
Ended March 31,

2011 2010 Difference
Net interest incom $ 251C $ 3,40¢ $ (89¢)
Total other income 2,30z 80¢ 1,497
General, administrative and other expenses 2,29: 1,85¢ 437
Income from continuing operations 2,51¢ 2,351 162
Income from discontinued operation - net of tax 5) 311 (31€)
Net income $ 2514 % 2,66¢ $ (159
Basic income per common share $ 027 $ 02t $ (0.01)
Diluted income per common share $ 027 $ 02t $ (0.07

The decrease in net income of $0.2 million for garter ended March 31, 2011 as compared to the panind in the previous ye
was due primarily to a $0.9 million decrease in inétrest margin on the investment portfolio andni® held in securitization trusts, a §
million increase in provision for loan loss for tleans held in securitization trusts, a $0.2 milliocrease in loan loss to fully writeff our
investment in New Bridger Holdings LLC, a $0.3 1ol decrease in income from discontinued operationgt of tax, and a $0.4 millic
increase in general, administrative and other esggnpartially offset by an increase of $1.4 millia net realized gain on securities ani
increase of $0.8 million in income from investmantimited partnership. The decline in net interi@sibme during the quarter ended Marck
2011, as compared to the quarter ended March 3D, 2@as primarily due to a $114.9 million decreseur average interest earning asse
approximately $310.2 million for the three montinsied March 31, 2011 and a decline in net interesime spread, which was partially of
by a decline in debt and interest rates on delttifdeme for the quarter ended March 31, 2011 netla realized gain of $2.2 million from
sale of CLO investments during the quarter.

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended March 31,

General, Administrative and Other Expenses: 2011 2010 % Change
Salaries and benefits $ 458 $ 533 (14.1)%
Professional fees 336 282 19.1%
Management fees 1,04C 464 124.1%
Other 459 577 (20.5)%
Total $ 229: % 1,85€ 23.5%

The general, administrative and other expensegdaser of $0.4 million for the quarter ended March Z111 as compared to
same period in 2010 was due primarily to a $0.6ionilincrease in management fees to HCS, $0.4amiltif which resulted from an increas
incentive management fees payable under the HC$agvAgreement, which was due, in part, to the 8l the Company in 2011 of cert
CLO investments that were deemed managed assets tived Prior Advisory Agreement and the performaotether managed assets,
partially offset by a $0.2 million decrease in s@g and benefits and other expenses.
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Comparative Net I nterest Income

Our results of operations for our investment pdidfauring a given period typically reflects thetneterest spread earned on
investment portfolio of Agency RMBS, nokgency RBMS, prime ARM loans held in securitizatimasts, loans held for sale, CLOs, 10s
U.S. Treasury securities (our “Interest EarningeAsy. The net interest spread is impacted by factors asabur cost of financing, the intel
rate that our investments bear and our interest matlging strategies. Furthermore, the amountrehjum or discount paid on purcha
portfolio investments and the prepayment ratesaitfgio investments will impact the net intereptead as such factors will be amortized
the expected term of such investments. The foligwables set forth the changes in net interesing; yields earned on our Interest Ear
Assets and rates on financial arrangements for eaddhe three months ended March 31, 2011 and 2fEdpectively (dollar amounts
thousands, except as noted):

For the Three Months Ended March 31,

2011 2010
Average Yield/ Average Yield/

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

($ Millions) ($ Millions)
Interest income:
Interest earning assets $ 369.t $ 2,952 3.1% $ 4742 $ 5,34( 4.5(%
Amortization of net discount (59.9) 742 1.57% (49.1) 881 1.35%
Total $ 3102 $ 3,69/ 4.7¢% $ 4251 % 6,221 5.85%
Interest expense:
Investment securities and loans $ 266.2 $ 71¢€ 1.06% $ 344.:  $ 1,392 1.6(%
Subordinated debentures 45.C 46€ 4.14% 45.C 75¢ 6.67%
Convertible preferred debentures — — —% 20.C 662 13.09%
Interest expense $ 311.2 1,18¢ 1.52% $ 409.: $ 2,81: 2.72%
Net interest incom $ 2,51( 3.2% $ 3,40¢ 3.17%

(1) Our average balance of Interest Earning Assetaltulated each period as the daily average balamdbe period of our Interest Earn
Assets, excluding unrealized gains and losses. aDerage balance of interest bearing liabilitiesaiulated 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 cateday dividing our interest income from our Inttr&arning Assets for the period
our average Interest Earning Assets during the gaeried. Our interest expense rate is calculajeditiding our interest expense fri
our interest bearing liabilities for the period dyr average interest bearing liabilities. The ries¢ expense includes interest incurre
interest rate swaps.
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Comparative Net I nterest Income-I nterest Earning Assets

The following table sets forth, among other thintipe net interest spread for our portfolio of lettrEarning Assets by quarter
the eight most recently completed quarters, exnlyittie costs of our subordinated debentures anedilvle preferred debentures:

Weighted
Average
Cash Yield Constant
Average Interest  Weighted on Interest Prepayment
Earning Assets Average Earning Cost of Net Interest Rate
Quarter Ended (1) ($ millions) Coupon (2) Assets (3) Funds (4) Spread (5) (CPR) (6)
March 31, 2011 $ 310.2 3.19% 4.76% 1.08% 3.68% 9.6%
December 31, 2010 $ 318.C 3.24% 4.98% 1.45% 3.53% 13.8%
September 30, 2010 $ 343.t 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.t 4.99% 5.09% 1.48% 3.61% 21.4%

(1) Our average Interest Earning Assets is calculageti 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 weightestame rate of interest paid on our Interest Egrinsets for the quarter, net
fees paid. The percentages indicated in this colamenthe interest rates that will be effective tiyio the interest rate reset date, w
applicable, and have not been adjusted to reffecptirchase price we paid for the face amounteo§éturity.

(3) Our Weighted Average Cash Yield on Interest Earmisgets was calculated by dividing our annualizgdrest income from Intere
Earning Assets for the quarter by our average ésteEarning Assets.

(4) Our Cost of Funds was calculated by dividing ounwslized interest expense from our Interest Eardiggets for the quarter by ¢
average financing arrangements, portfolio investsiand CDOs.

(5) Net Interest Spread is the difference between ogigiMed Average Cash Yield on Interest Earning #ssaed our Cost of Func

(6) Our Constant Prepayment Rate, or CPR, is the ptiopasf principal of our pool of loans that werdgaff during each quarter.
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Comparative Net I nterest Spread — Core I nterest Earning Assets, a Non-GAAP Financial Measure

Net Interest SpreadCore Interest Earning Assets is a 8AAP financial measure and is defined as GAAP Métrest Spre:
plus unconsolidated investments in interest earaBggts, such as our investment in limited pati@rOur investment in limited partners
represents our equity investment in a limited padhip that owns a pool of residential whole mayggdoans and from which we rece
distributions equal to principal and interest paytseand sales net of certain administrative exerBecause the income we receive frorr
investment in limited partnership includes interigetn the pool of mortgage loans, management censithe investment to be a functic
equivalent to itdnterest Earning Assets under GAAP. In order toleata the effective Net Interest Income of our stmgents, managem:
uses Net Interest SpreadCore Interest Earning Assets to reflect the netredt spread of our investments as adjusted tectetfie addition «
unconsolidated investments in interest earningtaséanagement believes that Net Interest Spre@dre Interest Earning Assets provi
useful information to investors as the income strdam this unconsolidated investment is similatht@ net interest spread for the majorit
our assets. Net Interest Spread—Core Interest iigamssets should not be considered a substitute@dorGAAPbased calculation of N
Interest Spread.

The following tables reconcile our GAAP Net Intdr8pread for our portfolio of Interest Earning Assir the three months enc
March 31, 2011 and December 31, 2010, respectivelpur nonGAAP measure of Net Interest Sprea@ore Interest Earning Assets.
acquired our unconsolidated investment in a limgadnership during the third and fourth quartdr2aio.

Weighted
Average Core Average
Interest Weighted Cash Yield
Earning Assets Average on Core Interest Cost of Net Interest
Quarter Ended March 31, 2011 (1) ($ millions)  Coupon (2) Earning Assets (3)  Funds (4) Spread (5)
Net Interest Spree— Interest Earning Assets $ 310.2 3.19% 4.76% 1.08% 3.68%
Investment in Limited Partnership $ 15.8 6.75% 10.33% —% 10.33%
Net Interest Spres— Core Interest Earning Asse $ 326.( 3.40% 5.03% 1.08% 3.95%
Weighted
Average Core Average
Interest Weighted Cash Yield
Earning Assets Average on Core Interest Cost of Net Interest
Quarter Ended December 31, 2010 (1) ($ millions)  Coupon (2) Earning Assets (3)  Funds (4) Spread (5)
Net Interest Spree— Interest Earning Assets $ 318.C 3.24% 4.98% 1.45% 3.53%
Investment in Limited Partnership $ 11.1 7.06% 12.19% —% 12.19%
Net Interest Spree— Core Interest Earning Asse $ 329.1 3.41% 5.22% 1.45% 3.77%

(1) Our average Core Interest Earning Assets is cdtileach quarter as the daily average balancerofore Interest Earning Assets
the quarter, excluding unrealized gains and losses.

(2) The Weighted Average Coupon reflects the weightedame rate of interest paid on our Core Intereshiig Assets for the quarter,
of fees paid. The percentages indicated in thigroolare the interest rates that will be effectiwetigh the interest rate reset date, w
applicable, and have not been adjusted to reffecptirchase price we paid for the face amounteo§écurity.

(3) Our Weighted Average Cash Yield on Core Intereshifg Assets was calculated by dividing our anragaliinterest income from Cc
Interest Earning Assets for the quarter by ourayerCore Interest Earning Assets.

(4) Our Cost of Funds was calculated by dividing ouruaiized interest expense from our Core Interestiig Assets for the quarter by
average financing arrangements, portfolio investsiand CDOs.

(5) Net Interest Spread is the difference between ogigiMed Average Cash Yield on Core Interest EarAisgets and our Cost of Fun
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Off-Balance Sheet Arrangements

Since inception, we have not maintained any refatiqps with unconsolidated entities or financiattiparships, 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 pdtehcash requirements, including ongoing committega repay borrowings, fu
and maintain investments, comply with margin regqmients, fund our operations, pay management, iiveesuhd consulting fees, pay divide
to our stockholders and other general businesssn&®d recognize the need to have funds availabledo operating businesses and to 1
these potential cash requirements. Our investmemdsassets generate liquidity on an ongoing lbsigigh principal and interest payme
prepayments, net earnings retained prior to paymiedividends and distributions from unconsolidatedestments. In addition, depending
market conditions, the sale of investment securitie capital market transactions may provide aoldéti liquidity. We intend to meet ¢
liquidity needs through normal operations with gual of avoiding unplanned sales of assets or eemesgborrowing of funds. At March !
2011, not including assets in our Midway Residérntlartgage Portfolio, we had cash balances of $8ilion and a receivable for securit
sold of $3.8 million. In addition, the Company I&&l.7 million in unencumbered securities, includ#i..4 million of RMBS, of which $14
million are Agency RMBS, and borrowings of $46.6llimh under outstanding repurchase agreementsMatch 31, 2011, not includii
liabilities in our Midway Residential Mortgage Pfotto, we also had longeerm debt, including CDOs outstanding of $215.3lior
and subordinated debt of $45.0 million. The CD@s @llateralized by the mortgage loans held irusggation trusts. Based on our cur
investment portfolio, new investment initiativesyérage ratio and available borrowing arrangememshelieve our existing cash balan
funds available under our current repurchase ageatsrand cash flows from operations will meet ayuitlity requirements for at least the r
12 months.

Our leverage ratio for our RMBS investment portipliwhich we define as our outstanding indebtednesder repurcha
agreements divided by stockholdeesjuity, was less than 1 to 1. We have continuedtitize significantly less leverage than our preisty
targeted leverage due to the ongoing repositionfraur investment portfolio to a more diversifiedrifolio that includes elements of credit |
with reduced leverage.

As of March 31, 2011, we have provided $24.5 millio the Midway Residential Mortgage Portfolio, amel anticipate contributir
additional capital to this strategy as well as oommercial mortgage strategy in the future, sueh the investment in these strategies
become significant contributors to our revenues @ahings and will represent a significant portadrour total assets in the future. As of
date of this report, we have provided an additidifl million of funding to the Midway Residentialdvtgage Portfolio.

We had outstanding repurchase agreements, a fowullateralized shorterm borrowing, with five different financial institions
These agreements are secured by certain of ourckg@MBS and bear interest rates that have histiyicaoved in close relationship
LIBOR. Our borrowings under repurchase agreemergsbased on the fair value of our mortgage baclkedrgties portfolio. Interest re
changes can have a negative impact on the valuatititese securities, reducing the amount we carobounder these agreements. Morec
our repurchase agreements allow the counterpddidgtermine a new market value of the collatevaleflect current market conditions :
because these lines of financing are not committexicounterparty can call the loan at any time ¢bunterparty determines that the valt
the collateral has decreased, the counterpartyiniégte a margin call and require us to eithertditional collateral to cover such decre
or repay a portion of the outstanding borrowing,meimimal notice. Moreover, in the event an existoaunterparty elected to not renew
outstanding balance at its maturity into a new repase agreement, we would be required to repaytitetanding balance with cast
proceeds received from a new counterparty or teeader the mortgageacked securities that serve as collateral footitetanding balance,
any combination thereof. If we are unable to sedimancing from a new counterparty and had to swtee the collateral, we would expec
incur a significant loss.

We enter into interest rate swap agreements ascaanism to reduce the interest rate risk of the BMmrtfolio. At March 3:
2011, we had $32.6 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 March 31, 2011, the Compapledged $1.0 million in cash margin to coverrdased valuations for our interest
swaps. The weighted average maturity of the swegss1.4 years at March 31, 2011.

In addition to our use of interest rate caps, wg puachase or sell short U.S. Treasury securitidsetp mitigate the potential imp.
of changes in interest rates on the performandbeoMidway Residential Mortgage Portfolio, and waynborrow U.S. Treasury securities
cover short sales of U.S. Treasury securities.fAdarch 31, 2011, we had $81.9 million of U.S. T8egy securities sold short, at fair value.



borrowed securities to cover the short sales of Dr8asury securities under reverse repurchaseagrs from which we receiv
total proceeds of $82.0 million.

Similarly, we may also use Eurodollar futures caaots to hedge interest rate risk associated witiviidway Residential Mortgay
Portfolio. With respect to a Eurodollar futures tant, initial margin deposits will be made uportegimg into futures contracts and car
either cash or securities During the period therg contract is open, changes in the value ofdné¢ract are recognized as unrealized gai
losses by marking to market on a daily basis tecethe market value of the contract at the endawh days trading. We may be requirec
satisfy variation margin payments periodically, €leging upon whether unrealized gains or lossesatgred. As of March 31, 2011, we w
not a party to any Eurodollar futures contracts.

Finally, we use TBAs to hedge interest rate riskl #me aggregate risk of prepayments associated avithMidway Residenti
Mortgage Portfolio. Since delivery for these setiesi extends beyond the typical settlement datesnfust nonderivative investments, the
transactions are more prone to market fluctuatimetsveen the trade date and the ultimate settlechatet and thereby are more vulnere
especially in the absence of margining arrangemeiitfs respect to these transactions, to increasimpunts at risk with the applica
counterparties.

We also own approximately $3.8 million of loansché&r sale, which are included in discontinued agiens. Our inability to se

these loans at all or on favorable terms could sl affect our profitability as any sale for lékan the current reserved balance would r
in a loss. Currently, these loans are not finarargquledged.
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As it relates to loans sold previously under certain sale agreements by our discontinued mortggagtng business, we may
required to repurchase some of those loans or inderthe loan purchaser for damages caused by @chbref the loan sale agreement. N
recently, we have addressed these requests byiatigpta net cash settlement based on the actuaksumed loss on the loan in liet
repurchasing the loans. The Company periodicaltgives repurchase requests, each of which managemgews to determine, based
managemens$ experience, whether such request may reasonatlidgdmed to have merit. As of March 31, 2011, wkatotal of $2.0 millio
of unresolved repurchase requests that managemantuded may reasonably be deemed to have medinstgwhich we had a reserve
approximately $0.3 million.

On March 18, 2011, we declared a 2011 first quarash dividend of $0.18 per common share. Theldihd was paid on April 2
2011 to common stockholders of record as of Marth2®11. These dividends were paid out of the Cawilsaworking capital. We expect
continue to pay quarterly cash dividends on ourmom stock during the near term. However, our BadrBirectors will continue to evaluz
our dividend policy each quarter and will make attients as necessary, based on a variety of fagtohlsding, among other things, the n
to maintain our REIT status, our financial conditidiquidity, earnings projections and businessspezts. Our dividend policy does
constitute an obligation to pay dividends, whiclyarccurs when our Board of Directors declaresvédend.

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 ashaertierm basis to meet the RE
distribution requirements and to minimize or avoiporate income tax and the nondeductible exeaise t

I nvestment Management and Advisory Agreements

We currently are a party to two investment manageragreements and one advisory agreement with plairtles, pursuant to whi
we have agreed to pay these third parties a cortidiinaf base management, consulting or incenties fa exchange for certain managen
advisory or consulting and support services. We indhe future enter into joint ventures or addiabexternal management agreements
third parties that have special expertise or inmestt sourcing capabilities to the extent we belisueh relationships will contribute to «
achievement of our investment objectives. Infororatiegarding the RiverBanc Management Agreemesgisforth under the caption—
General—Recent and Subsequent Events.”

HCS Advisory Agreement

We have certain contractual obligations under t@igory Agreement between HCS, HC, NYMF and us. f8etnote 13 to tt
condensed consolidated financial statements indlugeler Item 1 of this Form 1Q-for more information regarding the terms of th€d
Advisory Agreement.

For the three months ended March 31, 2011 and 200& earned aggregate base advisory and constdsgof approximate
$0.3 million and $0.2 million, respectively, anccémtive fees of approximately $0.7 million and $fn8lion, respectively. As of March &
2011, HCS was managing approximately $49.5 milbbmassets on the Compasybehalf. As of March 31, 2011 and December 31020%
Company had a management fee payable totalingrillion and $0.7 million, respectively, includedaccrued expenses and other liabilities.

Midway Management Agreement

We pay Midway a base management fee monthly ireesrim a cash amount equal to the product of GP%. per annum of o
invested capital in the Midway Residential Mortgd@rtfolio as of the last business day of the mesimonth, multiplied by (ii) 1/12th.
addition, pursuant to the terms of the Midway Maragnt Agreement, Midway is entitled to a quartémgentive fee (the Midway Incentive
Fee”)that is calculated monthly and paid in cash inameThe Midway Incentive Fee is based upon tred toairket value of the net inves
capital in the Midway Residential Mortgage Porifotin the last business day of the quarter, subjeathigh water mark equal to a 10% re
on invested capital (the “High Water Markgnd shall be payable in an amount equal to 40%eotibllar amount by which adjusted net inc
(as defined below) attributable to the Midway Resiial Mortgage Portfolio, on a calendar m®nth basis and before accounting for
Midway Incentive Fee, exceeds an annual 15% ratetofn on invested capital (the “Hurdle Rate”).

The return rate for each calendar 12-month petioel ‘(Calculation Period”)s determined by dividing (i) the adjusted net imgofol
the Calculation Period by (ii) the weighted averafdhe invested capital paid into the Midway Resitlal Mortgage Portfolio during t
Calculation Period. For the initial 12 months, @tfad net income will be calculated on the basisawh of the previously completed month:
an annualized basis. Like the Hurdle Rate, whiatalsulated on a calendar 12 month basis, the Migter Mark is calculated on a calenda
month basis, and will reset every 24 months. ThghHater Mark will be a static dollar figure thaidway will be required to recoup, to 1
extent there was a deficit in the prior High Wattark calculation period before it can receive a Wiy Incentive Fee.



Although the Midway Residential Mortgage Portfolsowholly owned by our company, we may only redeéewested capital in ¢
amount equal to the lesser of 10% of the investgital in the Midway Residential Mortgage Portfatin$10 million as of the last calendar
of the month upon not less than 75 days writteficepsubject to our authority to direct Midway tadify its investment strategy for purpo
of maintaining our qualification as a REIT and exytion from the Investment Company Act. Pursuartheoterms of the Midway Managem
Agreement, we are only permitted to make one sedbmption request in any 75-day period.

For the three months ended March 31, 2011, Midwasnedl base management and incentive fees of $156060$35,00(
respectively.
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Inflation

For the periods presented herein, inflation has lvelatively low and we believe that inflation hast had a material effect on «
results of operations. The impact of inflatiorpigmarily reflected in the increased costs of opemtions. Virtually all our assets and liabili
are financial in nature. Our consolidated finansi@tements and corresponding notes thereto hae firepared in accordance with GA
which require the measurement of financial positioid operating results in terms of historical dslleithout considering the changes in
relative purchasing power of money over time duanf@tion. As a result, interest rates and ottaatdrs influence our performance far i
than inflation. Inflation affects our operationsrparily through its effect on interest rates, siimerest rates typically increase during periof
high inflation and decrease during periods of loWaition. During periods of increasing interestesgtdemand for mortgages and a borrosver’
ability to qualify for mortgage financing in a phese transaction may be adversely affected. Dypemgpds of decreasing interest ra
borrowers may prepay their mortgages, which in may adversely affect our yield and subsequentyvidlue of our portfolio of mortga
assets.

Item 3. Quantitative and Qualitative Disclosures hout Market Risk

Market risk is the exposure to loss resulting frolmenges in interest rates, credit spreads, foreigmency exchange rat
commodity prices and equity prices. Because weirarested solely in U.Sdeollar denominated instruments, primarily residanthortgag
instruments, and our borrowings are also domesticlaS. 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 ltgee ancillary risks. Interest rate risk is hig
sensitive to many factors, including governmentahsetary 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 risksagiated with our business and the industry ircivlaie conduct business:

. Interest rate risk
. Liquidity risk

. Prepayment risk
. Credit risk

. Fair value risk

Interest Rate Risk

Interest rates are sensitive to many factors, @ioly governmental, monetary, tax policies, domeatid international econon
conditions, and political or regulatory matters @eg our control. Changes in interest rates affieetvalue of the financial assets we mai
and hold in our investment portfolio, the variabdée borrowings we use to finance our portfoliod #ime interest rate swaps and caps and
securities or instruments we use to hedge ourgmifAs a result, our net interest income is matirly affected by changes in interest rates.

Interest rate risk is measured by the sensitivityur current and future earnings to interest ragkatility, 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 occouomnesidential mortgage related assets.

For example, we hold hybrid ARM assets that resetvarious dates that are not matched to the restelsdn our repurche
agreements. In general, the repricing of our redmase agreements occurs more quickly than the regrad our assets. Thus, it is likely that
floating rate borrowings may react to changes targst rates before our adjustable rate assetsidedhe weighted average nextpréeing
dates on the related borrowings may have shorter fieriods than that of the adjustable rate adsesgidition, the interest rates on our hy
ARM assets may be limited to a “periodic cap”an increase of typically 1% or 2% per adjustnpariod, while our borrowings do not hi
comparable limitations.

In addition, changes in interest rates can diydotpact prepayment speeds, thereby affecting etreturn on hybrid ARM asse
During a declining interest rate environment, thepayment of hybrid ARMs may accelerate (as borreway opt to refinance at a lower r:
causing the amount of liabilities that have beetermted by the use of interest rate swaps to inereslative to the amount of hybrid ARD
possibly resulting in a decline in our net retumhybrid ARMs as replacement hybrid ARMs may haveveer yield than those being prepi
Conversely, during an increasing interest rate renment, hybrid ARMs may prepay slower than exp#ctequiring us to finance a hig!
amount of hybrid ARMs than originally forecast aatda time when interest rates may be higher, lieguih a decline in our net return on hyt
ARMs.
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We seek to manage interest rate risk in the paotfioy utilizing interest rate swaps, caps, Euraaofutures and U.S. Treas!
securities with the goal of optimizing the earnipggential while seeking to maintain long term &gtortfolio values. We continually moni
the duration of our mortgage assets and have aypwihedge the financing such that the net dumadfathe assets, our borrowed funds rel
to such assets, and related hedging instrumertdess than one year. In addition, we utilize TBésnitigate the risks associated with chau
in prepayment speeds on our long Agency RMBS postin our Midway Residential Mortgage Portfolioll Af our interest rate sensiti
assets, liabilities and related derivative posgiane managed with a long term perspective andarfor trading purposes.

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

Based on the results of the model, instantaneoasgds in interest rates would have the followirfgafon net interest income
the three months ended March 31, 2011 (dollar atsaarthousands):

Changes in Net Interest Income
Changes in Net Interest

Changes in Interest Rates Income
+200 $ (871)
+100 $ 4)
-100 $ (924)

Interest rate changes may also impact our net bable as our mortgage assets and related hedgeatilegs are marked-torarke
each quarter. Generally, as interest rates increélasevalue of our mortgage assets decreases aindeasst rates decrease, the value of
investments will increase. In general, we wouldestthowever that, over time, decreases in valueuofportfolio attributable to interest r.
changes will be offset, to the degree we are hedgedhcreases in value of our interest rate swapd, vice versa. However, the relation:
between spreads on securities and spreads on swggpgary from time to time, resulting in a net aggate book value increase or decline.
said, unless there is a material impairment in e/dhat would result in a payment not being receiwed security or loan, changes in the t
value of our portfolio will not directly affect owecurring earnings or our ability to make a disition to our stockholders.
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Liquidity Risk

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committaen 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 repursdagreements on our RMBS, the CDOs we have ideu@thnce our loans he
in securitization trusts, the principal and inténeayments from mortgage assets and cash procemustlie issuance of equity securities
market and other conditions permit). We believe existing cash balances and cash flows from omeratwill be sufficient for our liquidit
requirements for at least the next 12 months.

As it relates to our investment portfolio, derivatifinancial instruments we use to hedge intera®t risk subject us tonfargir
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 morgglgans before maturity or faster than their schestiamortization, 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 amadritedging 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 timdifference between the actual cash receipt ofcijpal paydowns and t
announcement of the principal paydown may resudtiditional margin requirements from our repurcheg®ement counterparties.

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

Credit Risk

Credit risk is the risk that we will not fully celtt the principal we have invested in mortgage soanother assets due to ei
borrower defaults, or a counterparty failure. Oartfplio of loans held in securitization trusts@sMarch 31, 2011 consisted of approxima
$224.4 million of securitized first liens origindtén 2005 and earlier. The securitized first lievere principally originated by our subsidie
HC, prior to our exit from the mortgage lending iness. These are predominately high-quality loaitk an original average loan-tlue
(“LTV") ratio at origination of approximately 70.5%, and arginal average borrower FICO score of approxehat729. In additior
approximately 65.0% of these loans were originatét full income and asset verification. While weef that our origination and underwrit
of these loans will help to mitigate the risk ajrsificant borrower default on these loans, we cam@mssure you that all borrowers will contil
to satisfy their payment obligations under thesmtoand thereby avoid default.
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As of March 31, 2011, we owned approximately $6iian on non-Agency RMBS senior securities. Thensgency RMBS he
a weighted average amortized purchase price ofoappately 90.3% of current par value as of March 3Q11. Management believes
purchase price discount coupled with the credipsupwithin the bond structure protects us frormgpipal loss under most stress scenario
these norAgency RMBS. In addition, as of March 31, 2011 ewen approximately $30.3 million of notes issuedebZLO at a discount
purchase price equal to 25.2% of par. The seesréie backed by a portfolio of middle market coapmloans.

Fair Value Risk

Changes in interest rates also expose us to maskethat the market value (fair value) on our &sseay decline. While the fi
value of all of our current assets that are measanea recurring basis are determined using Lewellevel 2 fair values, we have owned in
past and may own in the future certain financiatrimments for which fair values may not be readisilable if there are no active trad
markets for the instruments. In such cases, fawegawould only be derived or estimated for thaseestments using various valual
techniques, such as computing the present valwestihated future cash flows using discount rateargensurate with the risks involv
However, the determination of estimated future démhis is inherently subjective and imprecise. Mibianges in assumptions or estime
methodologies can have a material effect on thesgat! or estimated fair values. Our fair valueneates and assumptions are indicative o
interest rate environments as of March 31, 201d,camnot take into consideration the effects ofssgjuent interest rate fluctuations.

We note that the values of our investments in nagrédpacked securities and in derivative instrumentsnguily interest rat
hedges on our debt, will be sensitive to changesarket interest rates, interest rate spreadsijt@eads 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 assumptiengse in estimating fair values of our finandmstruments:

Fair value estimates are made as of a specifict ioitime based on estimates using present valughar 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, fiexpected loss experience and other factors.

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

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

The fair value of mortgage loans held in securitiratrusts is estimated using pricing models aaidng into consideration t
aggregated characteristics of groups of loans as¢lbut not limited to, collateral type, index.eirgst rate, margin, length of fixedte perioc
life cap, periodic cap, underwriting standards, agd credit estimated using the estimated markieeprfor similar types of loans. Due
significant market dislocation over the past 18 thensecondary market prices were given minimabtéig in determining the fair value
these loans at March 31, 2011 and December 31,2010

The fair value of our CDOs is based on discountshdlows as well as market pricing on comparalixg.
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The market risk management discussion and the am@stimated from the analysis that follows arevrdlooking 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 investedJ.S.dollar denominated instruments, primarily resid@ntiortgage instrumen
and has only borrowed money in the domestic marketare not subject to foreign currency exchangeoonmodity price risk. Rather, ¢
market risk exposure is largely due to interest ragk. Interest rate risk impacts our interesbime, interest expense and the market value
large portion of our assets and liabilities. Thenagement of interest rate risk attempts to maxingiamings and to preserve capita
minimizing the negative impacts of changing marke¢s, asset and liability mix, and prepaymentégti

The table below presents the sensitivity of thekmtavalue and net duration changes of our portfati@f March 31, 2011, usin
discounted cash flow simulation model assumingnastantaneous interest rate shift. Application @ thethod results in an estimation of
fair market value change of our assets, liabiliind hedging instruments per 100 basis point (“Bpift in interest rates.

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

Changes in assumptions including, but not limitgdvblatility, mortgage and financing spreads, psgpent behavior, defaults,
well as the timing and level of interest rate chemgill affect the results of the model. Therefaetual results are likely to vary from mode

results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amount in thousands)
+200 $ (5,188, 1.28 years
+100 $ (1,426 1.13 years
Base — 1.03 years
-100 $ (8,115; 0.81 years

It should be noted that the model is used as attoaentify 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 outpgestsgya very low degree of portfolio price chaniyery increases in intert
rates, which implies that our cash flow and earmihgracteristics should be relatively stable fanparable changes in interest rates.

Although market value sensitivity analysis is widelccepted in identifying interest rate risk, itedonot 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 egsngimulation model. These key assumptions inckltEnges 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 Proceduréd/e maintain disclosure controls and proceduresatedesigned to ensure 1
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 March @11.2Based upon that evaluation, our Chief Exeeuii¥ficer and Chief Financial Offic
concluded that our disclosure controls and proceslwere effective as of March 31, 2011.

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

during the quarter ended March 31, 2011 that haenmfly affected, or is reasonably likely to maadly affect, our internal control ov
financial reporting.
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PART Il. OTHER INFORMATION
Iltem 1A. Risk Factors

We previously disclosed risk factors under "ltem Rk Factors” in our Annual Report on Form K(fer the year ended Decem
31, 2010. In addition to those risk factors and tiger information included elsewhere in this repgou should also carefully consider the
factors discussed below. The risks described balodvin our Annual Report on Form -K for the year ended December 31, 2010 are nc
only risks facing our company. Additional risks amdcertainties not currently known to us or that deem to be immaterial also n
materially adversely affect our business, financiahdition and/or results of operations.

Our delayed delivery transactions, including TBAs, subject usto certain risks, including price risks and counterparty risks.

We may purchase a significant portion of our AgeRiMBS through delayed delivery transactions, inzigdTBAs. In a delaye
delivery transaction, we enter into a forward passhagreement with a counterparty to purchaser €ijhen identified Agency RMBS, or (ii)
to-be-issued (or “to-be-announcedipency RMBS with certain terms. As with any forwgsdrchase contract, the value of the under!
Agency RMBS may decrease between the contractasetéhe settlement date. Furthermore, a transactionterparty may fail to deliver t
underlying Agency RMBS at the settlement datenif af the above risks were to occur, our financ@idition and results of operations ma
materially adversely affected.

CMOs may be subject to greater risks than whole-pool Agency RMBS.

We may invest in CMOs through our Midway Residdnlitortgage Portfolio or otherwise. CMOs are seczations issued by
government agency or a GSE that are collateralizedgency RMBS that are divided into various traeslthat have different characteris
(such as different maturities or different coupa@ympents), and, therefore, may carry greater rigk thn investment in wholgeol Agenc
RMBS. For example, certain CMO tranches, such as RDs, support securities and securities purchatsadsignificant premium, are m
sensitive to prepayment risks than other tranchesholepool Agency RMBS. In addition, the yield on floaginate and inverse floating r.
tranches are sensitive to changes in the intea¢stindex used to calculate the coupon on suclsedasf we were to invest in CMO tranc
that were more sensitive to prepayment risks redatv other CMO tranches or whole-pool Agency RMBS,may increase our portfoliside
prepayment and interest rate risk.

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 causedréport to be signed on
behalf by the undersigned thereunto duly authorized

NEW YORK MORTGAGE TRUST, INC.

Date: May 5, 2011 By: /s/ Steven R. Mumma

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

Date: May 5, 2011 By: /s/ Fredric S. Starker

Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT INDEX

Exhibit Description

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

3.1(b) Articles of Amendment of the Registrantc@inporated by reference to Exhibit 3.1 to the ComyfmCurrent Report on Form 18-
filed on October 4, 2007).

3.1(c) Articles of Amendment of the Registrantc@rporated by reference to Exhibit 3.2 to the ComyfsaCurrent Report on Form I8-
filed on October 4, 2007).

3.1(d) Articles of Amendment of the Registrantc@rporated by reference to Exhibit 3.1(d) to thenpany’s Current Report on Formk8-
filed on May 16, 2008).

3.1(e) Articles of Amendment of the Registranc@irporated by reference to Exhibit 3.1(e) to thenfany’s Current Report on Formk3-
filed on May 16, 2008).

3.1(f) Articles of Amendment of the Registrantddnporated by reference to Exhibit 3.1(f) to then®any’s Current Report on Formk8-
filed on June 15, 2009).

3.2 Bylaws of New York Mortgage Trust, Inc., asearded (Incorporated by reference to Exhibit 3.theo Companys Annual Repo
on Form 10-K filed on March 4, 2011.
4.1 Form of Common Stock Certificate. (Incorpodaby reference to Exhibit 4.1 to the Company’s Regtion Statement on Form S-

11 as filed with the Securities and Exchange Corsimis(Registration No. 333-111668), effective JABe2004).

4.2(a) Junior Subordinated Indenture between The New Yokigage Company, LLC and JPMorgan Chase BankoNatiAssociatior
as trustee, dated September 1, 2005. (Incorpobgteeference to Exhibit 4.1 to the Company’s CurfReport on Form & as filec
with the Securities and Exchange Commission onebeiper 6, 2005).

4.2(b) Amended and Restated Trust Agreement among The Wesk Mortgage Company, LLC, JPMorgan Chase Banktiddal
Association, Chase Bank USA, National Association she Administrative Trustees named therein, d&egdtember 1, 20C
(Incorporated by reference to Exhibit 4.2 to thexpany’s Current Report on FormkBas filed with the Securities and Excha
Commission on September 6, 2005).

4.3(a) Articles Supplementary Establishing and Fixing fRights and Preferences of Series A Cumulative Readbk Convertibl
Preferred Stock of the Company (Incorporated bgresfce to Exhibit 4.1 to the Company’s Current Repo Form 8K filed on
January 25, 2008).

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

10.1 Investment Management Agreement, by and betvWésmv York Mortgage Trust, Inc. and The Midway Guplw P dated a®f
February 11, 2011.*

10.2 Management Agreement, by and between RB Coommhdfortgage LLC and RiverBanc LLC dated as of iNpr 2011.*

31.1 Section 302 Certification of Chief Executivéi€er.*

31.2 Section 302 Certification of Chief FinancidfiGer.*

32.1 Section 906 Certification of Chief Executivéier and Chief Financial Officer.**

*  Filed herewith.

** Furnished herewith. Such certification shall e deemed “filed” for the purposes of Section Lthe Securities Exchange Act of 1934, as
amended.
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Exhibit 10.1
INVESTMENT MANAGEMENT AGREEMENT

THIS INVESTMENT MANAGEMENT AGREEMENT  (the “ Agreement”) is effective as of the 11th day of February 2@t “
Effective Date "), by and between New York Mortgage Trust Inc.Maryland corporation (NYMT "), and The Midway Group, LP,
Delaware limited Partnership Midway " or the “Investment Manager”).

WITNESSETH
WHEREAS, NYMT has entered into an agreement witiMiiPgan Chase, N.A. to serve as trustee or custodiee “ Custodian”)
with respect to certain of NYMT'’s assets that witl held in a separate account (tigeparate Account’); and

WHEREAS, NYMT wishes to appoint Midway to manage thvestment and reinvestment of all of the askeld in the Separe
Account subject to the investment guidelines sethfi this Agreement, and Midway desires to acecepth appointment, all subject to
terms and conditions contained in this Agreement.

NOW, THEREFORE, in consideration of the mutual pisea contained herein, and other good and valuairsideration as set fo
herein, the parties agree as follows:

(1) Appointment of Midway as Investment Manager.

NYMT hereby appoints Midway as its investment maragith respect to the assets contained in the r&gpaccount. As tt
investment manager for the Separate Account, Midhesy the authority to buy, sell and trade, and gagda other transactions in, finan
instruments for NYMTS account. Midway agrees to perform each of theesgluset forth herein in good faith and in accor@amdgth
commercially reasonable standards. Subject to éhmst and conditions set forth in this Agreementjctvhincludes the Schedules attac
hereto, Midway hereby accepts such appointment.

(2) Duties and Authority of Investment Manager.

€) Midway will provide NYMT with investment magament services in accordance with the terms andittons contained in
this Agreement and the requirements of the InvestrAdvisers Act of 1940, as amended (th&dvisers Act”) and other applicable laws and
regulations. Under this Agreement, Midway shalldnaemplete discretion and authority to manage $iseta in the Separate Account on
NYMT'’s behalf and at NYMT’s risk, subject to the writtguidelines governing the Separate Account sét farParagraph (3) of this
Agreement (the tnvestment Guidelines”) and the other terms and conditions in this Agneat, and is hereby appointed NYMT’s agent and
Attorney-in-Fact for that purpose. As such, Midwsyauthorized to perform the following, at NYMT gpmense, without further approval from
NYMT, except as expressly required by this Agreenoeras required by law: (i) to make all investmeetisions; (ii) to buy, sell and otherw
trade in securities; and (iii) to select brokerslealers to execute securities transactions. Midshayl be responsible solely for the investment
and reinvestment of assets in the Separate Ac@uhshall have no duty to inquire into or review thanagement or investment of other a:
of NYMT. NYMT hereby authorizes Midway to open beskge accounts and to execute documents in the ofafi@ding against and on
behalf of NYMT for all purposes necessary or déggan Midway'’s view to perform its obligations ugrtthis Agreement. Midway agrees to
provide NYMT with a copy of any agreement that Madnexecutes on NYMT’s behalf within five (5) BuséseDays (as defined herein) after
execution by both parties.




(b) In performing its duties and obligations unttes Agreement, Midway may contract with othetitégs, on commercially
reasonable terms, to provide services and/or stifgmathe Separate Account.

(3) Investment Guidelines and Pari Passu Trading.

@) Midway will invest the Separate Account asset described in the section entitlddvVestment Objective and Strategy’ in
the Private Placement MemorandunP@M ) for the Midway Market Neutral Fund (theFund "), a copy of which is set forth on Exhibit A
attached hereto (thelfivestment Guidelines”), subject to modification at NYMT’s direction &nsure NYMT’s continuous compliance with
applicable requirements under the United Statesriat Revenue Code and the rules and regulati@nsuhder for NYMT to maintain its stal
as a real estate investment trusREIT ") and under the Investment Company Act of 194(raended (the fhvestment Company Act”)
and the rules and regulations thereunder for NYMd igs subsidiaries to maintain their exemptionrfreegulation as an investment company
(such REIT and Investment Company Act compliancgirements as referred to herein as ti@Mhpliance Requirements’). To the extent
that, in order to meet such Compliance Requirem@&N8T directs Midway to sell any security that helseady been purchased in the
Separate Account, such instruction to sell mustbeived by Midway no later than five (5) BusinBsg/s prior to the settlement date for the
transaction. Midway agrees to use its best eftortsomply with the Investment Guidelines. NYMT aokriedges and agrees that, subject tc
provisions of Paragraph (15) herein, its only resetshould Midway fail to meet the Investment Gliigs is termination of this Agreement
pursuant to Paragraph (7) of this Agreement. Ifwégl makes any changes to the Investment Guidelingisall provide NYMT with the same
notice and disclosure regarding such changes imnthestment Guidelines as Midway provides to ineestn the Fund regarding such changes.
Except to the extent necessary to comply with gplieable law, Midway shall not make any materiahige to the Investment Guidelines
unless it has given NYMT at least seven (7) daya pyritten notice. Notwithstanding any changes m&mthe Investment Guidelines for the
Fund, no changes with respect to the Investmerdetines for the Separate Account shall be implestnhless NYMT has consented to such
changes in writing, with such consent not to beeasonably withheld. NYMT acknowledges that itsuiglto consent to changes that Midway
implements to the Investment Guidelines relatintheoFund will result in Midway being unable to rage the Separate Account pari passu
with the Fund. NYMT further agrees to indemnify elgate, and hold harmless Midway from and againgtlass or expense suffered or
sustained as a result of or in connection with Miglis following NYMT's directive to trade, or not toade in accordance with the Investment
Guidelines.

(b)  Subject to Paragraph (3)(a) above, Midway will mgmthe Separate Account assets pari passu witheitegement of the Fui
to the extent reasonably practicable and consistghtthe Investment Guidelines and Compliance Requents for the Fund and NYMT, and
the size of the Separate Account. Trades shalllbeated among NYMT, the Fund, any/or other fundnwestment vehicle managed by
Midway as set forth in Paragraph (9) below.




(c)  The Investment Guidelines set forth in Paspbr(3)(a), including any modifications directedNYMT in order to satisfy the
Compliance Requirements, shall be applied at the # transaction is entered into, regardless ef faarket movements, and shall not be
deemed breached as a result of changes in the @akiatus of an investment following its acquasiti In the event that the Separate Account,
or any investment in the Separate Account, exceedsherwise fails to comply with the Investmenti@lines or any modifications directed
NYMT in order to satisfy the Compliance Requirensemidway shall take such corrective action ag#ms advisabl¢provided, however,
that NYMT shall have the right to direct Midwaytttke any corrective action that NYMT deems necgssaappropriate with respect to the
Separate Account in order to ensure the continoetptiance with the Compliance Requirements. NYMTeag to indemnify exculpate, and
hold harmless Midway from and against any lossxpease suffered or sustained as a result of aprimection with Midway’s following
NYMT's directive to take such corrective action.

(4) Funding of the Separate Account.
(@ Initial Funding

The Separate Account shall initially be capitalizéith a $24 million capital contribution by NYMTHg “ Initial Investment ”). The
Initial Investment shall be made on the first Besis Day of the month immediately following the axemn of this Agreement.
Business Day is defined as any day on which the Mexk Stock Exchange is open for business.

(b)  Subsequent Funding

NYMT intends to invest a total of $200 million, inding the Initial Investment, in the Separate Aaub(the “Capital Commitment
") prior to the end of the Initial Term (as defineddvd. NYMT will use its commercially reasonable effs to fund the Capit
Commitment (each such funding &Capital Payment”) ratably over a two-year period in amounts of $28lion per quarter (the “
Capital Commitment Schedule”), subject to the investment performance, capitalmgjscompliance and Board approval condit
described herein (the Capital Payment Conditions”). Subject to the Capital Payment Conditions, eachit@lapayment will b
made on the first Business Day of each calendarteyyavith the first such payment (after the Irifiavestment) expected to occur
April 1, 2011. The cumulative amount of Capital Pets, together with the Initial Investment, thegt funded shall be referred to as “
Invested Capital .” Notwithstanding the foregoing, for the purposesalculating the Management Fee, Adjusted Net Incdims
weighted average of the Invested Capital, the Migater Mark and the Incentive Fee (as each such iedefined herein), the Initi
Investment and each Capital Payment thereaftet Baateated as if the first 50% of such CapitayrRant was invested on the f
Business Day of the calendar month of the quarntervhich such Capital Payment is funded and the im50% of such Capit
Payment was invested on the first Business Dahef&econd calendar month of the quarter in which €apital Payment is funds
provided, that for Capital Payments in amounts larger 2% million, Midway and NYMT will reach an agreentem the timing ¢
the investment of such funds prior to funding by ¥ of the Capital Payment.
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(©)

(d)

Capital Payment Conditions
0] Investment Performance Condition

If the annualized return on Invested Capital in $leparate Account for any calendar quarter fallevbé&5% (the “Preferred
Return ,” NYMT shall have the right to elect to forego thext quarterly Capital Payment (thérfvestment Performance
Condition ). For example, if the annualized return for the fiqgarter of 2011 falls below the Preferred Retté¥MT shall
have the right to elect not to make its April 112QCapital Payment, but the July 1, 2011 Capitghiant will not be affecte
by the first quarter 2011 return on Invested CapitYMT may, in its discretion, but shall not bequired to, contribu
additional capital in subsequent quarters. For gtanif NYMT elects to forego its April 1, 2011 Ciggd Payment due to tl
failure of the Separate Account to achieve thed?refl Return on an annualized basis for the fiostrigr of 2011, NYM’
would, in its discretion, have the right to eleztinvest additional capital above and beyond the i$#llion Capital Payme
amount scheduled for July 1, 2011 if Midway geresan annualized return on Invested Capital irBtarate Account eq
to or greater than the Preferred Return in the rsgmarter of 2011. An example of the InvestmentfdPmance Conditio
calculation is set forth on Exhibit B.

(i)  Market Conditions, Regulatory ConstraintsidBoard Approval

In addition to the Investment Performance Conditibe obligations of NYMT to make Capital Payment®rder to fund it
Capital Commitment in accordance with the Capitamthitment Schedule are subject to (a) NYMT succaiysfaising
sufficient equity capital to allow NYMT to meet th@apital Commitment Schedule; (b) compliance by NIYMnd it
subsidiaries with the Compliance Requirements;(@hdpproval by NYMTS Board of Directors of the use of proceeds r:
from any capital raising transaction undertakencompleted by NYMT to fund NYMT Capital Commitment, it beil
understood that the Board of Directors shall hédneediscretion, in the exercise of its fiduciaryidst to limit the amount
net proceeds raised by NYMT in any capital raigiagsaction invested by NYMT in the Separate Ac¢oun

Capital Commitment Cancellation

If the cumulative return on Invested Capital witlainy calendar year declines by 20%, or more, NYMallshave the right to opt ¢
of the remaining portion of its Capital Commitmewthile NYMT may opt out of its remaining Capital @mitment, it agrees that t
Separate Account will not be liquidated and thatNNIYwill confer with Midway on the appropriate disgition of the assets in t
Separate Account. Midway and NYMT must agree onhbst course of action to liquidate the portfoBoprocess which is r
disruptive to the markets or to Midway.




(e) Reduction of Capital

NYMT will have the right to redeem Invested Capitakn amount equal to the lesser of 10% of thested Capital or $10,000,00(
of the last calendar day of the month, upon nat tan seventfive (75) days written notice; provided that NYMTagnnot mak
more than one such redemption request in any se¥ieet (75) day period. Midway will have corresponglinights to reduce al
return capital in the Separate Account. All amoustarned to NYMT pursuant to this provision shHalreturned in cash, and Midv
shall have the sole discretion to determine whietusties in the Separate Account shall be lig@dab meet the redemption. ~
redemption rights specified above will not be aggdtie to the Initial Investment during the InitiBérm. However, any subsequ
Capital Payments will be subject to the above rgatem rights.

(5) Brokerage Services.
(& General

Midway will utilize the same broker-dealers, bamksl other counterparties (th&€bunterparties ”) as used from time to time for
Fund when executing transactions for the Separatount and will have sole discretion over the g@acof such Counterparti¢
Midway and any brokedealer engaged by Midway is authorized to combumrelpse or sale orders on behalf of the Separateul
together with orders for the Fund and/or any ofnieds or accounts managed by Midway (including aat® in which Midway, th
brokerdealer, their respective affiliates, and/or the@rgonnel have an interest), and to allocate thergies or other assets
purchased or sold, on an average price basis er &ir and consistent basis, among such acconrdasdordance with and subjec
the provisions of Paragraph (9). In selecting &éralealer, Midway will use its reasonable efforts tdain best execution and v
take into account such relevant factors as (i)egprfic) the broker-deales’ facilities, reliability and financial responsibit and (iii) the
ability of the brokerdealer to effect securities transactions, partityhaith regard to such aspects as timing, ordee sind executic
of orders.

(b)  Agency Cross Trades

Cross transactions are transactions between thar&epAccount, on the one hand, and the Fund ahandéund or account that
managed or advised by Midway or one of Midway’seotlinvestment advisory affiliates, on the other chgeach a “Cross
Transaction ”). Midway is authorized to execute Cross Transaxgi in accordance with applicable law and Midwgayiterna
compliance policies. Midway agrees that it will prxecute Cross Transactions when it believestigatCross Transaction is in
best interest of both parties to the transactiotiviNl may at any time, upon written notice to Midwagyoke its consent to Midway
execute Cross Transactions. In addition, unlessoapd in advance by NYMT, all Cross Transactionssirhe effected at then-
prevailing market prices.




(c) Custodian

The Manager shall not be liable to NYMT for any actomission of the Custodian. NYMT has directeiihy to use JP Morg;
Chase, N.A. as custodian for the Separate Accollm. Custodian shall hold the assets in a segregatedunt. At no time wi
Midway have custody or physical control of the és$e the Separate Account. NYMT will instruct tBestodian to provide Midw:
with statements of account on a monthly basis.daiteon, Midway shall have no responsibility orbibity with respect to any of tt
trustee/custodial arrangements or the acts, omissar other conduct of the Custodian. Midway \itbvide reasonable assistanc
the Custodian in providing confirmations and peicagports on Separate Account activity to NYMT.l&ss NYMT directs otherwis
these confirmations and statements may be providad electronic format.

(6) Representations and Warranties.
(@) Of both parties.
Each of NYMT and Midway represents and warranthéoother that:

(i) Itis duly formed, validly existing and in gd standing under the laws of its jurisdiction @frhation
and is qualified to transaction business and goiod standing in each other jurisdiction in whibh hature or conduct of its
business requires such qualification and good &tgnéxcept where the failure to be so qualified amgood standing would
not materially and adversely affect the rights, poand authority of the party to enter into thisédgment and perform its
obligations hereunder.

(i) It has full power and authority to executedadeliver this Agreement and perform its obligasio
hereunder. This Agreement has been duly and vadidiljorized, executed and delivered on its bemalfis a binding and
enforceable agreement in accordance with its teemtept as enforceability may be limited by bankeypinsolvency,
reorganization, moratorium or similar laws of gext@pplication affecting the rights and remediesreflitors and general
principles of equity, Neither its entry into thigeement nor its performance of its obligationsebeader is or will be in
violation or conflict with its organizational docemts or any provision of any applicable law, retiata rule or policy, or an
agreement, indenture or any other instrument telhiis a party or by which it is bound.

(i) It has all governmental and regulatory liees, registrations, consents, permits and apgroval
required to perform its obligations under this Agreent, other than any such approval as may be &stgrepecified herein as
a condition to the performance of any of its obfigas to be performed hereunder after the dateolfiemed has at all times
complied and will continue to comply with all lawggulations and rules applicable to its busindsgwithstanding the
foregoing, NYMT acknowledges that Midway is notrantly registered with the Securities and Excha@gmmission as an
investment adviser under the Advisers Act; howeltelpes intend to so register as an investmenisadin 2011.
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(iv)  There are no pending or, to such party’swiealge, threatened actions, suits, proceedings or
investigations before or by any court, governmeotaldministrative authority or agency, board afi&, selfregulatory body
securities exchange or arbitration panel to whiar any of its subsidiaries or principals is atpar to which its assets or
business are subject, which could reasonably beatetd to have a material and adverse effect amitdition (financial or
otherwise), business or prospects or which cowddarably be expected to materially impair its btth perform its
obligations hereunder.

v) If, at any time during the term of this Agneent, it discovers any facts or circumstanceswuatd
make any of the foregoing representations and whesinaccurate, untrue or incomplete in any nigtesspect, it will
provide prompt written notification to the othertyaof such facts or circumstances in reasonaktiailde

(b)  Of Midway.
Midway represents and warrants to NYMT that:

(i)  Itis currently in the process of revisingtRPM regarding the Fund. Midway represents andawesy
to NYMT that such revisions will not materially @itthe Investment Strategy as currently describetetn. Midway further
represents and warrants that, once the revisiottet®PM are completed, all information containethe PPM regarding
Midway and the Investment Strategy will be true anthplete as of the date on the cover page of . Midway shall hav
no ongoing obligation to update and/or revise tR&IRxfter that date.

(i) It will not undertake trading of commoditiesitil any necessary registrations have been adxdain

(c) Of NYMT.
NYMT represents and warrants to Midway that:

(i) It has such experience and knowledge in fairand business matters that it is capable duatiag
the merits and risks of its investments and is &blgear such risks, and has obtained, in its jugrsufficient information t
evaluate the risks and merits of its own investmeRYMT has evaluated the risks of the Investmeunti@lines, including
but not limited to those disclosed in the PPM uritRisk Factors,” and has determined for itself thath investments are
suitable.

(i)  NYMT is an “accredited investords defined under Regulation D under the Securt@of 1933, a

amended, and a “qualified eligible person” as defim Rule 4.7 promulgated under the Commodity Brge Act, as
amended (the CE Act "), and an “eligible contract participant” as defihin Section 1a(12) of the CE Act.
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(iii) None of its assets are considered assets@mployee benefit plan subject to Title | of the
Employee Retirement Income Security Act of 1974am&nded.

(iv) It has adopted and implemented anti-moneydring policies, procedures and controls in otder
comply with, and will continue to comply in all @ects with, the requirements of applicable anti-eyolaundering laws,
rules and regulations (including, but not limited the Uniting and Strengthening America by PrawidAppropriate Tools
Required to Intercept and Obstruct TerroristSA Patriot ") Act of 2001 and the Bank Secrecy Act of 1970aasended)
and will provide a copy thereof to Midway upon regu NYMT is not involved in any anti-money laundgrschemes, and
the performance by Midway hereunder will not breani applicable laws, rules and regulations desigaevoid money
laundering. NYMT will deliver any further documetitan reasonably requested by Midway in connectidth Midway’s
efforts to comply with applicable anti-money lauridg laws, rules and regulations and the U.S. Guwent’s anti-terrorism
policy as set out in the recently adopted USA BPakt.

(v) It understands the methods of compensatiateuthis Agreement and acknowledges that this
Agreement constitutes an arm’s length agreemeiht iggpect to the receipt by Midway of the Manageankee and the
Incentive Fee.

(vi) It has not relied upon any information oatstments at variance with, or contrary to, anytlseg
forth either in this Agreement or in sections of #PM expressly referred to herein in decidingxeecate this Agreement and
to open the Separate Account; it understands tifiatmation in the PPM other than those sectionsesgly referred to herein
should not be considered applicable to the Sepawteunt and that Midway is available to answer gagstions NYMT ma
have prior to operating or during the trading &f 8eparate Account.

(viiy  Because all assets in the Separate Accailhbe assets of NYMT, NYMT will have full
responsibility for the payment of all taxes duehwiéspect to investment gains and income earngkiSeparate Account.

(7) Term and Termination.
(@8 Term and Termination

This Agreement shall continue in full force andeefffrom the Effective Date for a period of two (@®ars (the ‘Initial Term ”).
Thereafter, the Agreement shall automatically refmvsuccessive one (1) year terms (eactR&fiewal Term”, and collectively witl
the Initial Term, referred to herein as th&érm ), unless either party provides the other with attleas(6) months advance writt
notice of its intent to terminate the Agreementhat end of the then current Term. The terminatibthis Agreement shall not affe
any obligation incurred or liability of any of thgarties hereto with respect to any transactionredtéto, or liability or obligatio
incurred or assumed hereunder or otherwise, in eash, in good faith prior to such termination.
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(b)  Transition of Separate Account Upon Termination

If the Agreement is terminated by NYMT, Midway wiituidate the assets in the Separate Account iordarly fashion, in its s
discretion. If the Agreement is terminated by Migwilidway will, at NYMT’s direction, either (i) liquidate the assets in Separat
Account in an orderly fashion; (ii) transfer thesets in the Separate Account to another investmani&ger designated by NYMT,;
(iii) transfer the assets in the Separate Acconieint NYMT account designated by NYMT. The Incentiee (as defined in Paragr:
(8)(b) below) payable by NYMT will be payable adldavs: (i) in the event of an orderly liquidatiory Midway of the assets in t
Separate Account, the Incentive Fee shall be bagexd the net sale proceeds received from the ligiaid of all such assets; and (ii
the event the assets in the Separate Account amsférred to another investment manager or to NYM®&,Incentive Fee shall
based upon the fair market value of the asset$ the @ate of the effective date of the terminatisrdetermined in accordance with
valuation procedures provided below with respeajuarterly performance numbers. For the avoidarficiobt the Preferred Rett
and the Hurdle Rate shall cease to accrue as afatenotice of termination is given. Midway wibrtinue to receive Managem
Fees on that portion of the capital that is stildsted (as opposed to liquidated).

(8) Fees and Expenses.
(&8 Management Fee

NYMT will pay Midway a monthly management fee (theManagement Fee”) for its investment management services.
Management Fee shall be paid monthly in arreaeiamount equal to the product of (i) 1.50% ofdh®unt of Invested Capital
the Separate Account on the last Business Dayeoptlvious month, multiplied by (ii) 1/12th. As $eith in Paragraph (4)(b), for t
purposes of determining the Invested Capital inSbparate Account at any given time, the partieseathat the Capital Commitm:
Schedule set forth therein shall govern. Clienharizes the Custodian of the assets in the SepArateunt to pay the Managem
Fee for each month directly to Midway. Midway wslibmit to NYMT a copy of its statement for the Mgaement Fee at the same t
the statement is submitted to the Custodian. Taterstent will reflect the amount of the fee, theueabf NYMT’s Invested Capital «
which the fee was based, and the manner in whielieth was calculated. Midway will also instruct thestodian to send to NYMT
statement, at least monthly, indicating all amoutitsbursed from the Separate Account including Menagement Fee paid
Midway. NYMT is responsible for verifying the acaway of the fee calculation, and for advising Midwaighin fifteen (15) days of i
receipt of such statement if it believes that thenllgement Fee is not correct. If NYMT does not dhije writing to the calculatic
within fifteen (15) Business Days of receipt, ttadcalation shall be deemed accepted.
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(b)  Incentive Fee

Midway will be entitled to a quarterly incentiveef¢the “Incentive Fee”) that is calculated monthly and payable quarterlgrirears
The Incentive Fee calculation shall be based uperidtal market value of the net Invested Capitahe Separate Account on the
Business Day of the quarter, subject to a high wai@k equal to a 10% return on Invested Capitad (tHigh Water Mark "), anc
shall be payable in an amount equal to 40% of tileidamount by which Adjusted Net Income (as defifbelow) attributable to t
Separate Account, on a calendarm@nth basis and before the Incentive Fee, excaedsraual 15% rate of return on Invested Ca
(the “Hurdle Rate "), with the return rate for each calendar 12-mopghiod (the “Calculation Period ) determined by dividing (
the Adjusted Net Income for the Calculation Petigd(ii) the weighted average of the Invested Cépitéd into the Separate Acco
during the Calculation Period. For the initial twel(12) months, Adjusted Net Income will be caléedbon the basis of each of
previously completed months on an annualized basis.

“ Adjusted Net Income” is defined as net income (loss) calculated in ataace with generally accepted accounting principlele
United States (GAAP "), excluding any unrealized gains and losses, afténgjieffect to all expenses as set forth in Paratggg8)(c
and (8)(d) below.

All securities held in the Separate Account shallvhlued in accordance with GAAP, and in a manoesistent with the PPM for t
Fund. As set forth in Paragraph (4)(b), for thepmses of determining the Invested Capital in theaB&e Account at any given tir
the parties agree that the Capital Commitment Sdkexkt forth herein shall govern.

Like the Hurdle Rate, which is calculated on a wdbr twelve (12) month basis, the High Water Marlcalculated on a calen
twelve (12) month basis, and shall reset every tyvéwur (24) months. The High Water Mark will be atstalollar figure that Midwa
will be required to recoup, to the extent there wadeficit in the prior High Water Mark calculatigeriod before it can receive
Incentive Fee. For example, if in 2011, NYMT eaanseturn on Invested Capital in the Separate AccofiB%, which is 2% short
the High Water Mark, and this 2% deficit is equerlto a dollar amount of $2 million, Midway woulgve to earn net profit of .
million to get above the High Water Mark beforevibuld be eligible again to receive an Incentive.Hégs is independent of the n
High Water Mark, which will have to be reached e following year(s). An illustration of how the ¢hi Water Mark is calculated
included on Exhibit B.

(c) Setup Expenses
NYMT will pay for all Separate Account setup costsluding account fee setup costs, repurchase agneteestablishment costs, le

software and other staup type costs. All expenses above $50,000 will per@ved by NYMT prior to incurrence. Upon requ
Midway shall provide NYMT with commercially reasdria written support for expenses incurred.
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(d)  On-Going Expenses

NYMT acknowledges that the Separate Account wilcharged for all direct operating and transactiost€ and expenses incurre:
connection with the management and administratfdheoSeparate Account, including clerical, mailipgnting, duplication and oth
operational expenses, clearing fees, broker fegsirchase interest expense, interest and commitieesincurred in connection w
other investmentelated financing costs and other similar costswa$f as a pro rata portion of portfolio managemeaftware
expenses and data fees incurred by Midway, alldda#sed on Invested Capital under management.

(9) Other Clients and Financial Activities.

Midway's services are not exclusive. In addition to mamgqdhe Separate Account, Midway manages the Fuddo#mer privat
investment vehicles and either Midway or an af@ianay, in the future, manage other private investnfunds or separate accou
Midway and/or its affiliates may also have an ecuiwinterest in other accounts. Some of these adsoor entities may seek
acquire securities of an issuer in which the Sepakacount has invested and holds an interest actmire from the Separate Accc
some or all of the securities of a particular issaremay seek to dispose of securities the Sep&mteunt is seeking to acquire. Ot
accounts and persons advised by Midway may havereift investment objectives or considerations ttten Separate Accou
Decisions as to purchases and sales for each gcamumade separately and independently in lighhefobjectives and purpose:
each account and may differ, depending on the atcdu addition, Midway does not devote its futhe to the management of ¢
account and devotes such time and attention toaaogunt as it, in its sole discretion, deems necgder the management of si
account.

Although Midway seeks to allocate investment oppmittes in a manner which it believes to be in ltlest interests of all the accot
involved and seeks to allocate investment oppaigsibelieved to be appropriate for both the Sepakacount, the Fund and the ot
investment funds and/or accounts that are managedlibway on an equitable basis, there can be narasse that a particu
investment opportunity will be allocated in anytgadar manner.

NYMT understands that the ability of Midway or &ffiliates to effect and/or recommend certain teaxi®ns may be restricted
applicable regulatory requirements in the UniteatéX and/or other countries or jurisdictions.

Notwithstanding the foregoing, during the Initiadrin, Midway agrees not to establish a separateuatedth any other publiclyistec
residential or commercial mortgage REIT as lonyl¥81T has capital invested in the Separate Account.
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(10) Performance Reports.

Monthly performance numbers for the Separate Acteuth be supplied to NYMT within ten (10) Businegxys after month er
These performance numbers do not require any imdkgpe marks. Quarterly performance numbers wilsiyeplied to NYMT withi
twenty (20) days after quarter end. For illiquidsdties, at least 70% will have at least two (&)ependent dealer marks, and u
30% can have one (1) independent dealer mark. Arprréormance numbers for the Separate Account vgllsupplied to NYM
within thirty (30) days after year-end. Each of ilfiquid securities must have at least two (2)dpdndent dealer marks.

To assist institutional equity investors in undansting the basic nature of the strategy employethénSeparate Account, Midw
agrees to make a senior portfolio manager availpbtedically, with at least five (5) Business Daggvance notice, to participate
conference calls.

(11) 1PO Right of First Refusal

From the Effective Date of this Agreement, unt@ thgreement is terminated by either party, NYMTl\Wave a right of first refusal
serve as the primary sponsor of Midway, or an eslevehicle wholly or partially managed by Midwag,any initial public offering
should Midway in its sole discretion elect to makeh an offering.

(12) Confidentiality

NYMT agrees that it and its directors, officersastholders and employees (itsaffiliates ") will keep confidential and will ni
disclose to any third party, other than NYMT’s agstants, legal counsel, financial advisors, coasii#t and other representatives (“
Representatives’) whom NYMT determines have a need to know such méiion and then only to the extent such represeat
agree to keep the information confidential, theadgtof or any other information pertaining to ttAgreement, the terms of |
Agreement, Midway’s identity as a party to this Agment, Midways trading or investment advice or activities peitag to the
Separate Account (including, without limitation ettnvestment Guidelines of the PPM for the Fundsitmms held or taken a
financial instruments traded in the Separate Actjoon the dollar amount committed to the Separatecint (the Confidentia
information”), except to the extent NYMT determines that suchloésoe is (a) required in order to enable NYMT tnply with its
disclosure and reporting obligations under the faldgecurities laws or to the extent otherwise meguby law or (b) advisable, ba:
on the advice of NYMTS underwriters or financial advisors, for marketmgposes in connection with any capital raisirgsactio
undertaken by NYMT. NYMT further agrees that NYMidaits affiliates will not otherwise use such infation for its or their ow
gain or benefit (other than as provided in the es sentence), including trading for its or th@ivn account. If NYMT determin
that such disclosure is required or advisable @msto the first sentence of this paragraph, i, wal the extent legally permitted to
so, provide Midway with reasonable advance noticésointent to make the disclosure, which in n@mivshall be less than two
Business Days, and will consult with Midway regaglihe purpose and content of such disclosuregstilp the understanding ¢
agreement of the parties hereto that NYMT shalehesle discretion to make the final determinatiegarding such disclosure. NY)
agrees that, unless required by law, judicial qrdebpoena or in connection with any regulatoryestigation or inquiry, NYMT ar
its affiliates will not disclose to any third partgther than NYMTS Representatives whom NYMT determines have a meé&dow
such information and then only to the extent suelprBsentatives agree to keep the information cenfidl, information regardir
individual trades or trading activity or strategiesrtaining to the Separate Account (as distingedsfrom the broader investm
strategy relating to the Separate Account) undertdky Midway in the Separate Account. For the aaoie of doubt, except to
extent set forth in the first sentence of this Beaph (12), with respect to the Investment Guidsdiof the PPM for the Fund, undel
circumstances shall NYMT disclose any informatiegarding the Fund and/or any other fund manageditway.
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To the extent that NYMT elects to disclose the pemniance of the Separate Account, it shall eithesaasing only materials prepa
or approved by Midway or, if it elects not to useterials prepared or approved by Midway, then NYKdrees to indemnif
exculpate, and hold harmless Midway from and aga@my loss, damages or expense suffered or sudtaisea result of or
connection with NYMT's disclosure of such performan

NYMT expressly agrees that the obligations sethfdntrein are necessary and reasonable to protebvayli and further agrees
notify Midway of any breach of its obligations umdearagraph (12) within two (2) Business Days afdming aware of the san
NYMT expressly agrees and acknowledges that monelamages may be inadequate to compensate Midweagnfobreach of ar
covenant or agreement set forth in this Paragra@gh NYMT hereby agrees and acknowledges that anl siolation or threaten
violation may cause irreparable injury to Midwaydahat, in addition to any other remedies that inaavailable, in law, in equity
otherwise, Midway will be entitled to injunctivelief against any breach or threatened breach oftamys set forth in this Paragr:
(12) or the continuation of any such breach, withthe necessity of proving actual damages. NYMTihierr agrees that it w
indemnify and hold harmless Midway for any lossessts, damages, liabilities or expenses (includéagonable fees and expense
counsel) caused by or resulting from any use alassire by NYMT or its affiliates of the confidealttinformation.

In connection with any representative client ligtimarketing and/or similar materials, Midway malude NYMT's name, th
material terms of this Agreement and the investrpendlucts/strategies provided by Midway to NYMT yided that Midway provide
NYMT with reasonable advance notice, which in nergshall be less than two (2) Business Dayssadhient to make such disclos
and consults with NYMT regarding the purpose andteot of such disclosure, subject to the undergtgndnd agreement of t
parties hereto that Midway shall have discretiomtke the final determination regarding such dsale. In addition, if either NYM
has itself publicly disclosed the material termgtaé Agreement, or Midway, in its sole discretiatetermines that it is required
make such disclosure to satisfy its own regulatdiygations, Midway shall also be permitted to thse the amount of NYMF asse’
under management in the Separate Account, in eits® provided that it provides NYMT with reasoeadflvance notice, which in
event shall be less than two (2) Business Dayis @ftent to make such disclosure and consults WYMT regarding the purpose ¢
content of such disclosure, subject to the undedétg and agreement of the parties hereto that lydshall have discretion to me
the final determination regarding such disclosure.
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Unless NYMT instructs Midway otherwise, communioas and other documents and/or reports may be ggdvio NYMT in al
electronic format. NYMT may revoke this consenaay time upon written notice to Midway.

(13) Track Record

NYMT acknowledges that Midway owns all rights anterest in the historic performance of the Sepataunt achieved from tl
Effective Date of this Agreement, that this is ferformance history of Midway and/or its affiliatend NYMT and its affiliate
hereby release Midway and its affiliates from atgiras that it owns, is responsible for generatimgsubject to the provisions
Paragraph (12) hereof, is otherwise entitled tosust performance history.

Notwithstanding the foregoing, if Midway elects disclose the investment performance of the Sepaket®unt in any marketir
materials at any time during the Term of the Agreetnit shall have full discretion to do so, praddthat it provides NYMT wit
reasonable advance notice, which in no event bledktss than two (2) Business Days, of its intemhake such disclosure and cons
with NYMT regarding the purpose and content of sdidtlosure, subject to the understanding and awgetof the parties hereto t
Midway shall have discretion to make the final deti@ation regarding such disclosure.

(14) Proxy Voting

Unless otherwise agreed in writing, Midway shallrbsponsible for exercising any voting rights, ants, authorizations, elections
tender decisions, for securities held in the Sepakacount, provided that Midway timely receivesxies or similar materials relati
to such securities. Midway may use an externalisemrovider in fulfilling its obligations underithsection. Midway will not advit
or act for NYMT in legal proceedings, including s$aaction litigations and bankruptcies, involviegwities purchased in the Sepa
Account.

(15) Liability and Indemnification

(@) Neither Midway nor any of its partners, offis, affiliates, employees and agents or the legaksentatives of any of them (the
“ Manager Parties”) shall be liable to NYMT hereunder for any actitaken or omitted to be taken or any judgment ntemeestly and in
good faith, in the absence of gross negligencedf willful misconduct. The Manager Parties sihall be liable for the negligence, dishon
or bad faith of any agent, provided that such age# selected, engaged or retained by the Managereasonable care. The Manager may
consult with counsel and accountants in respeits @bligations under this Agreement and be fuligtected and justified in any action or
inaction which is taken in accordance with the aedr opinion of such counsel or accountants.ratling activity on behalf of the Separate
Accounts shall be for the account and risk of NYMTMd, except as otherwise provided herein, Midwayits affiliates and their respective
officers, directors, managers, members, employeésgents (the Manager Parties”) shall not incur any liability for trading profitor losses
resulting therefrom, or any expenses related tbefigtis Paragraph 15 shall be in addition to, astdimit, any other provision of this
Agreement which relieves Midway of any liability.
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(b) NYMT will exculpate, indemnify and hold haresls the Manager Parties (each,Mahager Indemnified Person”) from and
against any loss or expense suffered or sustamadesult of or in connection with Midway'’s or itheerformance of Midway'’s or their
obligations hereunder, including, without limitatjcany judgment, settlement, reasonable attorrfegs’ and other costs and expenses incurred
in connection with the defense of any actual oeatened action or proceeding (collectively dsses’), provided such Manager Indemnified
Person acted honestly and in good faith, and,g@rctise of criminal proceedings, the Manager IndethiPerson had no reasonable cause to
believe such action or inaction was unlawful. Nd@mnification may be made and each Manager Indésdriferson shall reimburse NYMT
the extent of any indemnification previously madedspect of any claim, issue or matter as to wtiieliManager Indemnified Person shall
have been adjudged to be liable for gross negligiefinaud or willful misconduct in the performanddte duties to NYMT hereunder or would
not otherwise be entitled to be held harmless uRa@eagraph 15 hereof unless, and only to the etttahtthe court in which or the panel before
which such action or suit was brought determinasithview of all the circumstances of the casapite the adjudication of liability the
indemnified party is fairly and reasonably entittedndemnity for those expenses which the couetteproper.

(©) Promptly after receipt by an Indemnified Persf notice of the commencement of an actionntlai proceeding as to which a
claim for indemnification under this Paragraph 1&rbhe made, the Indemnified Person shall notifyitidemnifying Person in writing of the
commencement of such action, claim or proceedingtie omission so to notify the Indemnifying Persball not relieve the Indemnifying
Person from any liability which it may have to tiheemnified Party unless the failure to so notifg indemnifying Person has a materially
prejudicial effect against the Indemnifying Person.

(16) Notices

Any communication, notice or demand which any pamgy be required or may desire to give or servenupe other party shall be
writing and delivered by courier service, postageppid mail or fax to the address set forth belova substituted address for wh
notice has been given in accordance with phiszision and shall be effective when deliveredchbynd via courier service, three (3) ¢
after being mailed by certified mail, and in thetamce of fax notice, when the transmitting maclsigeals the successful transmis:
of the fax between 9:00 a.m. and 5:00 p.m. on arggs Day or at 9:00 a.m. on the following BusinBsy if transmission is n
within such hours on a Business Day. In additiany aommunication, notice or demand which any pangy be required or m
desire to give or serve upon the other party mamade or given in electronic .pdf form through amaé transmission addressed to
email address shown below for the recipient, predithe sender does not receive any message imgjdhtit the email transmiss
was not delivered successfully.
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If to Midway:
Omar Qaiser
Chief Financial Officer
The Midway Group, LP
33 Whitehall Street, 22nd Floor
New York, New York 10004
Telephone: Facsimile: (212) 509-2570
E-Mail: Omar@themidwaygroup.com
With a copy to: Wendy A. Lurie, Esq., General Calns
E-Mail: Wlurie@comcast.net
If to NYMT:
Steven R. Mumma
Chief Executive Officer
New York Mortgage Trust, Inc.
52 Vanderbilt Avenue Suite 403
New York New York 10017
Telephone: (212)792-1019
Facsimile: (212)655-6269
Email: smumma@nymtrust.com
With a copy to: Daniel M. LeBey, Esq. of Emailedey@hunton.com
(17) Governing Law
This Agreement shall be governed by and construeéruthe laws of the State of New York without melgim choice of law principles
(18) Entire Agreement; Severability
This Agreement represents the entire Agreementdmatwhe parties and supersedes all prior agreemétfitgegard to the matte
described herein and may not be modified or amerodtedpt by writing signed by all parties. In thesetthat any provision of tt
Agreement conflicts with the law under which thigrAement is to be construed, or if any such prowig held invalid by a court wi
jurisdiction over the parties to this Agreementd ahe subject matter of this Agreement, (i) sucbvimion will be deemed to

restated to reflect as nearly as possible ther@igntentions of the parties in accordance witpligpble law, and (ii) the remaini
terms, provisions, covenants and restrictions isf Agreement will remain in full force and effect.
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(19) Arbitration

Any controversy or dispute between the partiesrggisut of any of the terms or conditions of thigréement shall be submitted tc
independent professional arbitration associatioNéw York. Any arbitrator(s) selected must havendigant arbitration experien
relating to the securities industry. The partiealistelect an arbitrator by mutual agreement witthiinty (30) days of the date of 1
demand for arbitration. If the parties are unableagree on the selection of an arbitrator withiohstime, each party shall select
arbitrator and the two arbitrators shall seledtiedtarbitrator. Any of the two of the three arhtors that agree shall decide the me
The cost of the arbitration shall be borne equiajiythe parties, unless the arbitrator(s) orderretlse. The arbitration shall be bind

with no right of appeal.
(20) Paragraph Headings
Paragraph headings are for convenience only artrsitde relied upon in construing this Agreement.

(21) Independence

Except as expressly provided herein, Midway is radependent contractor and this Agreement does stabléesh a joint venture
partnership between Midway and NYMT nor does ithatze any party to act as general agent, or terénto any contract or ott
agreement on behalf of any other party except esifsgally provided herein.

(22) Counterparts

This Agreement may be executed in counterpart$y ehwhich shall be deemed to be an original ahdfalvhich taken together sh
be deemed a single agreement.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties have executedAlgieement effective on the date first set forthvabo

THE MIDWAY GROUP, LP

By: /s/ Omar Qaiser

Omar Qaiser
Chief Financial Officer

NEW YORK MORTGAGE TRUST, INC

By: /s/ Steven R. Mumma

Steven R. Mumma
Chief Executive Officer
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Exhibit A
PPM Investment Guidelines

As of August 2008

INVESTMENT OBJECTIVE AND STRATEGY

The methods and strategies described below aradettas generalities, are not comprehensive, ardrdended to give the Manay
broad discretion in identifying investment and fraglopportunities. The Manager has the right teealts investment and trading strategies
priorities without prior notice to the Company attie Members if it believes that such changes amragpiate in view of the current
expected market, business or economic conditions

Investment Objective

The Master Fund’s (and through its investment enNfaster Fund, the Company’s) investment objedsie achieve longerm capite
appreciation while emphasizing preservation of teinrough the investment in fixadeome securities and other related Financial imsénts

The Master Fund will invest primarily in mortgagsated securities, contract rights and derivativesluding mortgagédsacket
securities, CMOs, REMICs, SMBSs (such as agencynaneagency 10s and POs) and other derivative instrusndifite Master Fund may a
invest a portion of its assets in other types db.Land non-U.S. sovereign debt instruments and dtlvestmentgrade debt instruments ¢
their related currencies as well as loweade securities. The Master Fund may utilize ofiesurities, options, cash instruments, interds
swaps, mortgage servicing rights, futures and adkeratives for hedging purposes.

Due to the nature of the Master Fusiéfivestment program, the Master Fund may be urtalifemediately invest its cash in Finan
Instruments. Uninvested cash will be held in aeriest-bearing account or otherwise be investedimyrliquid cash equivalents.

Description of Investments

Mortgage-Related Securities. A mortgage-related security is an interest iroal @f mortgages. Most mortgagelated securities €
mortgage pastirough securities, which means that they proviteestors with payments consisting of both inteisd principal as tt
mortgages in the underlying mortgage pool are p#idOther mortgageelated securities include collateralized mortgalgkgations, securitie
issued through REMICs and SMBSs.




Mortgage PassThrough Securities. Mortgage pasthrough securities may be issued or guaranteed.By gbvernment agencies
instrumentalities, such as the Government Natidhaitgage Association (Ginnie Mae ” or “ GNMA "), the Federal National Mortga
Association (“Fannie Mae” or “ FNMA ") and the Federal Home Loan Mortgage Corporatiofrreddie Mac ” or “ FHLMC ™), or by
private originators of or investors in mortgagensasuch as banks, mortgage lenders and othercfalanstitutions. Payments of principal ¢
interest on Certificates issued by GNMA (but nat tharket value of the Certificates themselves)gaigranteed by the full faith and credi
the U.S. Government. FNMA and FHLMC obligations ac¢ backed by the full faith and credit of the U&vernment, but are supportec
the instrumentalities’ right to borrow from the UBeasury. Mortgage pass-through securities isbygutivate (noragency) issuers may h
other forms of credit enhancement.

Collateralized Mortgage Obligations. A CMO is a debt security that is backed by a fptic of mortgages or mortgadeacke!
securities. The issuer’s obligation to make intesesl principal payments is secured by the undeglyiortfolio of mortgages or mortgage-
backed securities. Also included within the catggafrCMOs are PAC (Planned Amortization Class) Bnahich are a type of CMO tranc
or series designed to provide relatively prediagidyments of principal provided that, among othigrgs, the actual prepayment experienc
the underlying mortgage loans falls within a préued range.

Real Estate Mortgage Investment Conduits. A REMIC is a trust, partnership, corporation, casation or segregated pool
mortgages which has elected and qualified to betdckas a REMIC under applicable U.S. tax rule®REMIC must consist of one or mi
classes of “regular interests,” some of which mayabjustable rate, and a single class of “resithiatests.”The different classes may h:
different payment terms and rankings in terms abrjiy. To qualify as a REMIC, substantially alletassets of the entity must be as
principally secured, directly or indirectly, by @émests in real property.

Stripped Mortgage-Backed Securities. SMBSs are securities representing interestspioch of mortgages the cash flow of which
been separated into its interest and principal a@ymapts. 10s (interest only securities) receiveititerest portion of the cash flow while F
(principal only securities) receive the principalrfion. SMBSs may be issued by U.S. government@gsror by private (noagency) issue
similar to those described with respect to CMOs REiICs.

CMO Residuals . The cash flow generated by the mortgage loan®nyidg a series of CMOs is applied first to maleguirec
payments of principal of and interest on the CM@d aecond, if applicable, to pay the related adshiaiive expenses of the issuer.
residual in a CMO structure generally represergsiniterest in any excess cash flow remaining afteking the foregoing payments, includ
mortgage servicing contracts. The Master Fund naélytd recoup fully its initial investment in a CMesidual. Some CMO residuals
subject to certain restrictions on transferabiifd may have adverse tax consequences if helchbyp-8.S. person. Ownership of certain Cl
residuals imposes liability on the purchaser fataie of the expenses of the related CMO issuer.

Other Derivative Instruments . It is likely that other forms of mortgagetated securities will be developed in the futufée
Manager also expects that markets for mortgatgted securities and derivatives outside the ddn$tates will develop further. The Ma
Fund has complete flexibility to invest in any susdcurities and derivative instruments which maydbeeloped and which may invo
additional risks not described herein.




Reverse Repurchase AgreementsThe Master Fund leverages its investments byriegténto reverse repurchase agreements
respect to the types of securities in which it Btee A reverse repurchase agreement arises wheMahkter Fund sells a security to a bar
brokerage firm and simultaneously agrees to re@seht on an agreagpon future date. The repurchase price is greater the sale pric
reflecting an agreed-upon market rate which isctiffe for the period of time the buysrimoney is invested in the security and which it
related to the coupon rate on the purchased sgciiie Master Fund might suffer a loss in the ewdra bankruptcy or default of a bank
brokerage firm with which the Master Fund entergd a reverse repurchase agreement.

Financial Futures Contracts. The Master Fund may purchase and sell finanatalrés contracts from time to time in order to e
all or part of its underlying portfolio of mortgagelated securities, although it is not obligatedidoso. Financial futures contracts are cont
for the future delivery of a financial instrumemstich as a U.S. Treasury bill or bond. Financialifes contracts combine the feature
traditional commodity futures trading with tradimggovernment securities and other interest ratsisee instruments. The Master Fund 1
hedge against the possibility of an increase orea#ese in interest rates adversely affecting theevalf securities held in its portfolio
purchasing or selling a futures contract on a dedebt security whose price is expected to reftdtanges in interest rates. However, if
Master Fund anticipates an increase in interesisrand rates decrease instead, the Master Fundogdlpart or all of the benefit of 1
increased value of the securities which it has bddgecause it will have offsetting losses in itsifes position. In addition, in such situation
the Master Fund has insufficient cash, it may h@veell Financial Instruments to meet daily vadatimargin requirements at a time whe
may be disadvantageous to do so.

Option Trading . In general, an option gives the trader the righacquire (“call option”) or dispose of (“put opti”) a security ¢
commodity futures contract at a fixed price befarspecified date in the future. The Master Fund,rbay is not obligated to, purchase
options on financial futures contracts to hedgeregaa decline in interest rates and/or purchageoptions on financial futures contract:
hedge its portfolio securities against the riskisihg interest rates, although no assurance cagivies that there will be a correlation betw
price movements in the options on financial futteed price movements in the portfolio securitieshef Master Fund which are the subjec
the hedge. Option trading is highly leveraged, sitite option buyer must put up only the premiuntmradly a small amount relative to
value of the underlying security or commaodity fsircontract, in order to buy an option contracttofnmodity option that is “out-of-the-
money” and is not offset by the time it expiresdraes valueless.

Other Investments; Future Developments The Master Fund may enter into interest rate seeapracts and invest and trade in ¢
debt securities and cash instruments. The Masted Fray also take advantage of other opportunitiehé area of options, futures contr.
and other synthetic or derivative instruments which not presently contemplated or which are notectly available but which may
developed in the future and which may involve risks described herein.
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Modification of Trading Program . The Master Fund intends to maintain maximum Béity in its trading and investment strate
and may modify the Master Fund’s investment obyectind strategies if it believes that it is in Fwnd’s best interests to do so, without nc
to, or prior consent of, the Members.

Leverage

The Master Fund intends to borrow money from baarid other lenders and to trade on margin to leeetagnvestments. The Mas
Fund may pledge its assets as security for itsoongs. The leverage used on the Master Faimlestments (other than investments mad
hedging purposes) generally will not exceed 3:lyéncer, there may be occasional shertn increases in the amount of leverage useda
major moves in the markets. Most of the Master Fubdrrowing will be shorterm (less than 6 months) at commercial rates tefést. Th
Master Fund may increase or decrease the amoleterfige it uses at any time.

There can be no assurance that the FuimVestment objective will be realized. The susaafsthe Fund depends on the ability of the Mar
to select Financial Instruments.



Exhibit 10.2
MANAGEMENT AGREEMENT

THIS MANAGEMENT AGREEMENT (this “ Agreemerit) is made as of the 5th day of April, 2011 (th&ffective Date"), by anc
between RB Commercial Mortgage LLC, a Delaware tkahiliability company (the “ Compant), and RiverBanc LLC, a North Caroli
limited liability company (the “ Managéj.

RECITALS

WHEREAS , the Company is a Delaware limited liability compand a whollyswned subsidiary of New York Mortgage Trust, |
a Maryland corporation (* NYMT), that (i) intends to invest principally in comne&al mortgagebacked securities, subordinate debt, preft
equity, new whole loans, seasoned whole loans #mer @ssets that meet in all material respectCiimpanys Guidelines (as hereinal
defined) and (ii) may determine to qualify as a estate investment trust for federal income tasppsees and elect to receive the tax ber
accorded by Sections 856 through 860 of the Intd&®esenue Code of 1986, as amended (the “ Cpded

WHEREAS , the Company desires to retain the Manager to ridter the business activities and dayd&y operations of ti
Company and to perform services for the Companhénmanner and on the terms set forth herein amdvidnager wishes to be retaine

provide such services.

NOW, THEREFORE , in consideration of the mutual agreements séhfoerein and for other good and valuable consiiterathe
receipt and sufficiency of which are hereby ackremiged, the Company and the Manager agree as follows

1. Definitions. Capitalized terms used in this Agreement, artcbtieerwise defined, shall have the respective mngarassigned t
them below:

1.1 " Adjusted Net Incom&has the meaning set forth in Section 5.3.

1.2 " Affiliate ” means, when used with reference to a specifieddPe any Person that directly, or indirectly thgbwne or more
intermediaries, Controls or is Controlled by, ouigler common Control with the specified Person.

1.3  “Agreement has the meaning set forth in the Preamble.

1.4  “A-Note” means a senior tranche of a commercial first gage loan originated or acquired by the Compantyiststructured
in such a manner for sale.

15 “ Base Management Féhas the meaning set forth in Section 5.2.

1.6  “Calculation Periotlhas the meaning set forth in Section 5.3.1.

1.7  “Causé has the meaning set forth in Section 9.5.




1.8  “Change of Contrdimeans the occurrence of any of the following:

(i) the sale, lease or transfer, in one or eeseasf related transactions, of all or substantiallyf the assets of the
Manager, taken as a whole, to any Person otheraharf its Affiliates; or

(i)  the acquisition by any Person or group (Wwitthe meaning of Section 13(d)(3) or Section 1ddf the
Exchange Act, or any successor provision), inclgdiny group acting for the purpose of acquirinddimy or disposing of securities
(within the meaning of Rule 13d-5(b)(1) under thelange Act), other than one of the Manager’s Afi@ds (including, without
limitation, Harvest Capital Strategies LLC or Hypeta Capital, LLC and their Affiliates), in a siegfansaction or in a related series
of transactions, by way of merger, consolidatiomthier business combination or purchase of beméfiginership (within the meani
of Rule 13d-3 under the Exchange Act, or any siusmrgsrovision) of 50% or more of the total votingwer of the voting capital
interests of the Manager.

1.9 “Company has the meaning set forth in the Preamble.

1.10 “Cod¢€ has the meaning set forth in the recitals.
1.11  “Compliance Requiremerithas the meaning set forth in Section 2.1.
1.12  “Control’ (including the correlative meanings of the terf@®ntrols,” “Controlled by” and “under common Cookmith”),

as used with respect to any Person, means thegsamsedirectly or indirectly, of the power to diter cause the direction of the management
and policies of such Person, through the ownershywting securities, partnership interests or p#wuity interests, by contract or other me

1.13  “Deal Feé has the meaning set forth in Section 5.4.

1.14  “ Donlon’ means Kevin Donlon, the Chief Executive Officéitioe Manager.

1.15  “ Effective Daté has the meaning set forth in the Preamble.

1.16  “ Equity” means, for the purpose of calculating the Manag@rfree, the Invested Capital of the Company.

1.17  “ Exchange Actmeans the Securities Exchange Act of 1934, andet

1.18 “GAAP” means United States generally accepted accouptingiples.

1.19  “Governing Instrumentsneans, with regard to any entity, the articleén@brporation and bylaws in the case of a
corporation, certificate of limited partnership gipplicable) and the partnership agreement in éise of a general or limited partnership, the

articles of formation and the operating agreemethé case of a limited liability company, the trinstrument in the case of a trust, or similar
governing documents, in each case as amended ifr@td time.




1.20

121

1.22

1.23

1.24

“ Guidelines has the meaning set forth in Section 2.1.
“ Hurdle Raté has the meaning set forth in Section 5.3.1.

“ Incentive Management Fébas the meaning set forth in Section 5.3.1.

“ Incentive Tail Assetfsshall have the meaning set forth in Section 9.4.

“ Independent Directofgneans a director who is not affiliated, direatlyindirectly, with the Manager or the Company,

whether by ownership of, ownership interest in, Eapyment by, or any material business or professicglationship with the Manager or the
Company (other than solely in the capacity of adr for the Company or NYMT). The foregoing aéfon shall only apply in the event the
Company is reincorporated in the State of Marylemithe future.

1.25

1.26

1.27

1.28

1.29

1.30

131

1.32

1.33

“ Initial Term” has the meaning set forth in Section 9.1.

“ Investment Advisers Attmeans the Investment Advisers Act of 1940, asradrd from time to time.

“ Investments means the investments of the Company.

“ Invested Capitdlmeans the cumulative amount of capital paymeatgributed to the Company.
“ Losse$ has the meaning set forth in Section 5.5.

“ Management Féehas the meaning set forth in Section 5.1.

“ Managet has the meaning set forth in the Preamble.

“NYMT " has the meaning forth in the recitals.

“ Persori means any individual, corporation, partnershiing venture, limited liability company, estatajgt, unincorporated

association, any federal, state, county or munigp&ernment or any bureau, department or agerengdfi and any fiduciary acting in such
capacity on behalf of any of the foregoing.

1.34

1.35

1.36

1.37

1.38

“ REIT” means real estate investment trust as defineénuBédction 856 of the Code.

“ REIT Provisions of the Codeneans Sections 856 through 860 of the Code.

“ Renewal Terfihas the meaning set forth in Section 9.1.
“ Sole Membéet means New York Mortgage Trust, Inc. or any ofritajority-owned subsidiaries.

“ Termination Dat&shall have the meaning set forth in Section 9.3.




1.39  “Termination Fethas the meaning set forth in Section 9.2.

1.40  “Termination Noticé has the meaning set forth in Section 9.6.3.

1.41  “Termination Without Causehas the meaning set forth in Section 9.6.3.

1.42  “Third Partie§ has the meaning set forth in Section 3.2.

2. General Duties of the Manager

2.1  Services to be Provided by the Manag@&he Manager will provide the Company with invesht management services in
accordance with the terms and conditions contaiiméitis Agreement and other applicable laws andletgpns. Under this Agreement, the
Manager shall have complete discretion and authtwitnanage the assets of the Company, subjebetatitten investment guidelines set fc
in Exhibit A to this Agreement (the “ Guidelin&sand the other terms and conditions in this Agneat, and is hereby appointed the
Company’s agent and Attorney-in-Fact for that pggoAs such, the Manager is authorized to pertbefollowing, at the Company’s
expense, without further approval from the Compaxgept as expressly required by this Agreemeasaequired by law: (i) to make all
investment decisions; (ii) to buy, sell and otheenvrade in securities; and (iii) to select brol@rdealers to execute securities
transactions. Notwithstanding the foregoing, theniger’s activities hereunder shall at all timesudgect to modification at the Sole
Member’s direction to ensure the Sole Member'siocmous compliance with applicable requirements utige United States Internal Revenue
Code and the rules and regulations thereundeh&sble Member to maintain its status as a REITusniér the Investment Company Act of
1940, as amended (the “ Investment Company”Aand the rules and regulations thereunder foilSbke Member and the Company and its
subsidiaries to maintain their exemption from ragjoh as an investment company (collectively, ti@Mmpliance Requiremernts The
Manager shall be responsible solely for the invesiinof assets of the Company and shall have notdubguire into or review the
management or investment of other assets of theel8ember of the Company and its other affiliatéhe Manager agrees to perform its duties
set forth herein in good faith and in accordancd wommercially reasonable standards, includinghouit limitation:

2.1.1  serving as the Company’s consultant wisipeet to the formulation of the Guidelines and arodifications thereto,
which shall be negotiated and approved in gooth fajteach of the Manager and the Sole Member o€tirapany, and other policies for
approval by the Sole Member of the Company. Thiei@imes set forth in Exhibit Aereto, including any modifications directed by Swe
Member in order to satisfy the Compliance Requinetsieshall be applied at the time a transacti@ntered into, regardless of later market
movements, and shall not be deemed breached aslaokchanges in the value or status of an imaest following its acquisition.

2.1.2  investigating, analyzing and selecting flssnvestment opportunities;
2.13 representing the Company in connection thighpurchase, sale, commitment to purchase qrsseltcing,

structuring, and closing upon commercial mortgagekld securities, subordinate debt, preferred youétw whole loans, seasoned whole
loans and other assets that meet in all matesgleas the Company’s Guidelines, and managing ¢timepa@ny’s portfolio of assets;




2.1.4  advising the Company and negotiating capatty agreements, including with third-party leredfor borrowing and
hedging transactions;

2.1.5 making available to the Company price informatistatistical and economic research, data and asakygarding th
Company'’s activities and the services performedHerCompany by the Manager;

2.1.6 investing any of the Company’s money inoadance with the Company’s Guidelines, policies pratedures;

2.1.7  advising the Company in connection withestment and related policy decisions to be madédyole Member of
the Company;

2.1.8  assisting the Company in qualifying to dgibess in all applicable jurisdictions and assgsthe Company with
obtaining and maintaining all appropriate licenses;

2.1.9 assisting the Company to retain qualifigoeets as and when needed;

2.1.10  advising the Company in its compliancénwit federal, state and local regulatory requireta@pplicable to the
Company and its Affiliates in respect of its busisactivities, including disclosure associated wehodic reporting under the Exchange Act;

2.1.11  advising the Company and its Affiliatégernsonably requested by the Company, in theimptiamce with federal,
state and local tax filings and reports;

2.1.12  advising the Company as to its capitaicstire and capital raising activities;
2.1.13  evaluating and recommending to the Solmb& hedging strategies for the Company;

2.1.14  monitoring the operating performance eflthvestments and providing periodic reports wispect thereto to the
Sole Member of the Company, including comparatiferimation with respect to such operating perforogaand budgeted or projected
operating results;

2.1.15 assisting the Company with the resolution of alirols, disputes or controversies (including altyéition, arbitratior
settlement or other proceedings or negotiationg)hiich the Company may be involved or to which @mmpany may be subject arising out of
the Company'’s day-to-day operations, subject ta¢eest and approval of the Company;

2.1.16  using commercially reasonable effortsaiozse expenses incurred by or on behalf of the Coynjmabe
commercially reasonable or commercially customauy w&ithin any budgeted parameters or expense dnéteset by the Sole Member of the
Company from time to time; and




2.1.17 using commercially reasonable effortsatiose the Company to comply with all applicable laws

2.2 Obligations of the Manager; Restrictions

2.2.1  Verify Conformity with Acquisition Criteria The Manager shall refrain from any action tha¢sinot comply with
the Guidelines adopted by the Sole Member of the@my as in effect from time to time during thenidrereof. The Sole Member of the
Company will periodically review the Guidelines ahé Company’s portfolio of Investments, each inadtation with the Manager, but will
not review each proposed investment. If the Sodenider of the Company determines in its periodidesg\of transactions that a particular
transaction does not comply with the Guidelinesntthe Sole Member of the Company will consider twdoarective action, if any, can be
taken and the Manager will undertake such correcition as directed by the Sole Member of the Gamwyp

2.2.2  Restrictions The Manager acknowledges that the Company istemdonduct its operations in accordance with the
Compliance Requirements and the Manager agreesetoammercially reasonable efforts to cooperatke thi¢ Company efforts to conduct i
operations in accordance with the Compliance Requénts. The Manager shall refrain from any actibich, in its sole judgment made in
good faith in consultation with legal counsel, (#Juld adversely affect the status of the Companyf applicable, any Affiliate of the
Company as a REIT, (B) would adversely affect toen@any’s, or any Affiliate’s of the Company, exdtrsfrom status as an investment
company under the Investment Company Act, (C) tdmoompliance with the Guidelines or (D) woulahite any material law, rule or
regulation of any governmental body or agency hgjimisdiction over the Company or any such Affiéiar which would otherwise not be
permitted by the Company’s or such Affiliate’s Gavieag Instruments or any agreements provided tdtheager. If the Manager is directed
to take any such action by the Sole Member of te@any (including, without limitation, any correaiaction directed to be taken pursuar
Section 2.2.1), the Manager shall promptly notifg Company of the Managsrjudgment that such action would adversely afech status «
violate any such law, rule or regulation or the &wng Instruments; operating policies adoptedigy@ompany; or any agreements provided
to the Manager.

2.2.3 Interested TransactiongExcept as set forth in this Agreement, the Manafpall not (i) consummate any transac
which would involve the acquisition by the Compariyan asset in which the Manager or any Affilidtereof has an ownership interest or the
sale by the Company of an asset to the ManagemnoAdéiliate thereof, (ii) cause the Company to pay become liable to the Manager for, :
amounts not specifically provided for herein, d@j) (inder circumstances where the Manager is stlbjegn actual or potential conflict of
interest, in the reasonable judgment of the Mandmsrause it manages both the Company and anathssriP(not an Affiliate of the Compar
with which the Company has a contractual relatignsiake any action constituting the granting tols®erson of a waiver, forbearance or o
relief, or the enforcement against such Persoemkdies, under or with respect to the applicabigraot, unless such transaction or action, as
the case may be and in each case, is approvecI8ole Member.




2.2.4  _Portfolio Transactionsin placing portfolio transactions and selectimgkers or dealers, the Manager shall obtai
behalf of the Company commercially reasonable termsassessing commercially reasonable termsrfpitransaction, the Manager shall
consider all factors it deems relevant, including breadth of the market in the security, the pofcéhe security, the financial condition and
execution capability of the broker or dealer, amgl teasonableness of the commission, if any, lwotthé specific transaction and on a
continuing basis.

2.2.5 _Reports The Manager shall prepare regular reports ferSble Member of the Company to enable the Sole Ibéde
of the Company to review the Company’s acquisitigrstfolio composition and characteristics, cregliality, performance and compliance
with the investment criteria and policies approbgdhe Sole Member of the Company.

2.2.6 _Fidelity Bond Starting as soon as commercially feasible amthguhe term of this Agreement, the Manager shall
obtain and maintain a fidelity bond in such amcamd with an issuer as the Manager shall deternsigj€ct to the reasonable approval of the
Sole Member of the Company), which shall cover, agnather things, losses resulting directly fromhdisest or fraudulent acts committed by
an employee of the Manager and certain other losBke premium for such bond shall be paid by tlendber.

2.2.7 _Insurance CoverageStarting as soon as commercially feasible amthduhe term of this agreement, the Manager
shall maintain reasonable and customary “errorscemidsions” insurance coverage and other custoimagyance coverage. The premium for
such insurance shall be paid by the Manager @fitkates.

2.3  _Cooperation of the Companyrhe Company agrees to take all actions reaspmeqlired to permit the Manager to carry out
its duties and obligations under this Agreemertte Tompany further agrees to make available td/flueager all materials reasonably
requested by the Manager to enable the Manageatisfysits obligations to the Company. Upon redqugsthe Manager and provided funds
have been contributed to the Company pursuant dYaviT Contribution (as defined in the Limited Lidity Company Agreement of the
Manager, dated as of the date hereof), the Comglaaly promptly make sufficient funds available te Manager to fund any Investment that
satisfies the Guidelines.

3. Devotion of Time; Additional Activities of thdanager and its Affiliates

3.1  Devotion of Time The Manager will devote such of its time in ceation with the investment management servicegto b
provided hereunder as the Sole Member of the Coynpad the Manager reasonably deem necessary angpajape, commensurate with the
level of activity of the Company from time to time.




3.2 Other Activities; Competition The Manager, or any Affiliate of the Managerynaat as manager for any other persons, firms
or corporations other than the Company (hereinaftéectively referred to as “ Third Parti8s the investment objectives or policies of which
are similar to those of the Company. The Managang such Affiliate may buy, sell or trade anyws@tes or commodities or real estate for
the Manager’s own accounts or for the accountsiw#rs for whom the Manager or any such Affiliateyrbe acting. Notwithstanding the
foregoing, until the termination of this Agreemeiiot, so long as NYMT or Donlon own directly or imelctly any Class A Common Interests
such term is defined in the Limited Liability CommyaAgreement of the Manager, dated as of the derteoli of the Manager, the Manager
shall not act as manager for, sponsor, supporunce investments, or otherwise provide servicediai to the services contemplated by this
Agreement, to any Third Parties that are, or wheeh#sffiliates that are, organized to qualify asB@IR or public partnership, other than the
Company and its Affiliates; provided, however, thrathe event the Company and the Manager are enallkach agreement on any changt
the Guidelines pursuant to Section 2.1.1 heredfivis0 days following the commencement of negatiadirelated thereto the restrictions set
forth in this sentence shall have no further farceffect. The Company shall have the benefihef¥Manager’s best judgment and effort in
rendering services and, in furtherance of the foiregy the Manager shall not undertake activitiegcthin its good faith judgment, will
substantially and adversely affect the performafdes obligations under this Agreement.

3.3 Allocation of Investment Opportunities andgiggation Policy

3.3.1 The Company and the Manager agree thhetextent the Manager provides management senvicBsird Parties
with investment objectives similar to the Compaayd the Manager identifies an investment opporgumitopportunities suitable for the
Company and one or more Third Parties, and sudsiment is of a size that requires an allocatiosuch investment between the Company
and one or more Third Parties, the Manager witlgdte such investment in a fair and equitable maané will take into account the following
considerations: (i) the primary investment strataggl the particular stage in portfolio developmeitihin each company managed by the
Manager; (ii) the effect of the potential acqudition the diversification of each company’s poitfslinvestments by coupon, purchase price,
size, prepayment characteristics, and leveradgeth@ cash requirements of each company’s poaf¢i) the anticipated cash flow of each
company'’s portfolio; and (iv) the amount of fundsagable to each company’s portfolio and the lengfttime such funds have been available
for investment. The parties hereto acknowledgeittiarmation and recommendations provided by trenkber to the Company may be
different from the information and recommendatisapplied by the Manager or its Affiliates to Thirdrties. The Company shall be entitle
equitable treatment under the circumstances inviaceinformation, recommendations and any othevises, but the Company recognizes-
it is not entitled to receive preferential treatas compared with the treatment given by the Man&many Third Parties. On a quarterly
basis, subject to preexisting contractual confidity obligations owed by the Manager to Third tRes, the Manager will provide to the Sole
Member of the Company all information availablaessonably requested by the Sole Member of the @oynwith respect to allocation
decisions the Manager has made to allocate investapportunities between the Company and Thirdi€arif any, and discuss with the Sole
Member of the Company the portfolio needs of eaehaged company for the next quarter to determiogpactively whether any asset
allocation conflict is likely to occur and the pased resolution of any such conflict.




3.3.2  The parties hereto agree that (i) the Manatpy aggregate transactions by the Company édmed olients of the
Manager and its affiliates in circumstances whieeeManager reasonably believes such aggregatiotdwesult in best execution, (ii) no
account will be favored over any other account@ach account that participated in aggregated owdiérparticipate at the average price
acquired for all transactions on a given business (i) each account’s books and records willasagely reflect, where orders are aggregated,
the securities held by and bought and sold for @aclount, (iv) funds of participating accounts wosders are aggregated will be deposited
with one or more banks or broker/dealers, and ash attributable to the accounts will not be heldectively for the respective owners any
longer than is commercially necessary to settleptirehase or sale in question on a delivery vepaysnent basis and (v) no party will receive
additional compensation or remuneration of any kiag result of the aggregation procedure.

4, Records; Confidentiality The Manager shall maintain appropriate bookscabunt and records relating to services performed
under this Agreement, and such books of accountesatds shall be accessible for inspection byesgmtatives of the Company or any
subsidiary of the Company at any time during normediness hours. Except in the ordinary courdmieiness of the Company, the Manager
shall keep confidential any and all informatiowlitains from time to time in connection with thevéges it renders under this Agreement and
shall not disclose any portion thereof to non-&fféd third parties, except with the prior writtmmsent of the Company.

5. Compensation of the Manager

51 Management FeeFor the Manager’s services rendered under thieé&ment, the Company shall pay the Manager a
management fee (the Base Management Fee, Incéhdinagement Fee and Deal Fee, each as hereindfitezdieare collectively referred to

as, the “ Management F&e

5.2 _Computation of Base Management F8éhe Manager shall earn a base management feghilhbe calculated and paid
monthly in arrears, equal to 1/12th of 1.50% (perwan) of Equity (such amount being hereinaftermefitto as, the “ Base Management Fee
"). For purposes of calculating the Base Managédrfier, Equity shall be determined as of the lagtaddahe applicable month. The Manager
shall compute the Base Management Fee within fif{@®) business days after the end of each mornttshaall promptly deliver such
calculation to the Sole Member for review. The @amy is obligated to pay any undisputed portiothefBase Management Fee within five
(5) business days following the delivery to the @amy of the Manager’s written statement settinghftlie computation of the Base
Management Fee for such month.




5.3 Incentive Fee

5.3.1 The Manager will be entitled to an inceatige (the “ Incentive Management F¢e¢hat shall be calculated quarte
and payable within 60 days after the end of eatafiquarter during the Initial Term and each Reaxiéwerm of this Agreement. For each of
first three quarters of each calendar twelve (1@tim period during the term of this Agreement, ltheentive Management Fee calculation s
be based upon the average Equity invested in timep@oy during the fiscal quarter, and shall be plymban amount equal to 35% of the
dollar amount by which Adjusted Net Income (as mkedi below) attributable to invested Equity of trer@any, before the Incentive
Management Fee, exceeds an annualized 12% ragéuofi ion such invested Equity (the “ Hurdle Raté-or the fourth fiscal quarter of each
calendar twelve (12) month period during the tefrthis Agreement, the Incentive Management Fed dlegbayable in an amount equal to the
excess, if any, of (x) 35% of the dollar amountyich Adjusted Net Income attributable to invesEeplity of the Company during the
calendar twelve (12) month period, before the ItiserManagement Fee, exceeds the Hurdle Rate,(gyére total Incentive Management
Fees paid for the first three quarters of eachnciletwelve (12) month period during the term @ thgreement. The return on Equity for each
calendar twelve (12) month period or quarter, gdiegble, during the term of this Agreement (th@diculation Period) shall be determined
by dividing (i) the Adjusted Net Income for the @aliation Period by (ii) the average invested Eqoitthe Company during the Calculation
Period. “Adjusted Net Income” for purposes heraadéfined as net income (loss) calculated in acorard GAAP, excluding all unrealized
gains and losses and after giving effect to alleeges paid to or on behalf of the Manager in caimewith the Equity of the Company
invested in Investments or incurred as part ofilvestment cost, including amortization of capi#aetl costs of Investments, but not including
any costs capitalized. Further for purposes hetbefcalculation of the return on Equity for Invasnts that utilize leverage to finance such
Investments shall be calculated utilizing the Conyps hedged cost of funding under GAAP for such inwestt plus a 4.0% risk premium.
illustration of how the Incentive Management Feeakulated is included in Exhibit B

5.3.2  Any Incentive Management Fee payment wlsbbject to a 9.0% minimum return (the “ High Wéfkark "). Like
the Hurdle Rate, which is calculated on a calemaalve (12) month basis, the High Water Mark icoédted on a calendar twelve (12) month
basis and shall reset every twenty-four (24) manthge High Water Mark will be a static dollar figuthat the Manager will be required to
recoup, to the extent there was a deficit in therptligh Water Mark calculation period before ihcaceive an Incentive Management Fee. For
example, if in the first quarter of 2011, the Compaarns an annualized return on Equity of 7%, Wis2% short of the High Water Mark,
and this 2% deficit is equivalent to a dollar amoein$2 million, the Manager would have to earn pretfit of $2 million in subsequent quarters
to get above the High Water Mark before it wouldeligible again to receive an Incentive Managenfes®. This is independent of the new
High Water Mark, which will have to be reachedhe following quarter(s). An illustration of howeldigh Water Mark is calculated is
included on Exhibit B

5.4  Deal Fees The Company agrees that it may, with the assistaf the Manager, charge borrowers originati@s fen loans
originated by the Company or earn profits on tHe eloans owned by the Company. All (x) origioatfees and (y) profits on the sale of A-
Notes will be split on a 50/50 basis between theadger and the Company (t* Deal Fe€").

5.5 Fee Offset In the event the Company incurs, accrues omaike suffers any losses under GAAP _(* LosYeas a result of tt
Manager’s (i) failure to materially adhere to then@pany’s Guidelines or (ii) breach of any term ondition hereof, without limiting any other
rights and remedies the Company may have in law equity against the Manager, any Management traetentould otherwise be due and
owing hereunder (whether accrued and unpaid drdrfuture) shall be offset against the amount ohdwosses on a dollar for dollar basis.
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6. Expenses of the Manager and the Company

6.1 Expenses of the ManageWithout regard to the compensation received utide Agreement by the Manager, the Manager
shall bear the following expenses:

6.1.1 employment expenses of the personnel eraglby the Manager and/or its Affiliates (includidogit not limited to,
officers of the Company employed by the Managevarits Affiliates), including, but not limited tsalaries, wages, payroll taxes and the cost
of employee benefit plans of such personnel.

6.1.2 rent, telephone, utilities, office furnigiequipment, machinery, and other office expentése Manager and/or its
Affiliates.

6.2 Expenses of the Companyhe Company or any subsidiary of the Companyl g all of its expenses except those that are
the responsibility of the Manager pursuant to $&cé.1 of this Agreement, and without limiting thenerality of the foregoing, it is specifice
agreed that the following expenses of the Comparang subsidiary of the Company shall be paid ByGompany and shall not be paid by the
Manager or Affiliates of the Manager:

6.2.1 expenses in connection with the issuance and ttioeacosts incident to the acquisition, dispositémd financing ¢
Investments, including those expenses that woudtbooarily be capitalized as part of the Investment;

6.2.2 the compensation and expenses of the Coigpdinectors and the cost of liability insurancdridemnify the
Company'’s directors and officers;

6.2.3  costs associated with the establishmentaidtenance of any of the Company’s credit or oihdebtedness
(including commitment fees, accounting fees, ldégas, closing and other similar costs) or any ef@mpany’s securities offerings;

6.2.4  expenses connected with communicationslitelhs of the Company’s securities or of its Afftkks and other
bookkeeping and clerical work necessary in maiimgimnelations with holders of such securities andomplying with the continuous reporti
and other requirements of governmental bodies eneigs, including, without limitation, all costsmfeparing and filing required reports with
the SEC, the costs payable by the Company to angfier agent and registrar in connection with igteny and/or trading of the Company’s or
its Affiliate’s stock on any exchange, the feesgidg by the Company or it Affiliates to any sucltleange in connection with its listing, costs
of preparing, printing and mailing of the Compangtsts Affiliates annual report to its stockholdemd proxy materials with respect to any
meeting of the stockholders of the Company;

6.2.5  costs associated with any computer softeatardware, electronic equipment or purchaseatimétion technology
or analytical services from third-party vendordhe extent used for the Company and approved iaragvby the Company;
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6.2.6  expenses incurred by the Manager for redderiravel on the Company’s behalf and other nealsle out-of-pocket
expenses incurred by personnel and agents of tiiadéa in connection with the purchase, financiaefinancing, sale or other disposition of
Investment;

6.2.7  costs and expenses incurred with respaoat&et information systems and publications, nesepublications and
materials, and settlement, clearing and custodid Bind expenses to the extent used for the Conapahngpproved in advance by the
Company;

6.2.8  compensation and expenses of the Compaugtedian and transfer agent, if any;

6.2.9  the costs of maintaining compliance wittfedderal, state and local rules and regulationsnyrother regulatory
agency;

6.2.10 all taxes and license fees;

6.2.11  costs and expenses incurred in contraetitigthird parties, including Affiliates of the Mager;

6.2.12  all other costs and expenses relatinggdCompany’s business and investment operatiodsidimg, without
limitation, the costs and expenses of acquiringriog, protecting, maintaining, developing and d&spg of investments, including appraisal,
reporting, audit and legal fees;

6.2.13  expenses relating to any office(s) orceffacilities, including but not limited to disasteackup recovery sites and
facilities, maintained for the Company or its inwaents separate from the office or offices of thanlsiger;

6.2.14  expenses connected with the paymentgerest, dividends or distributions in cash or atheoform authorized or
caused to be made by the Sole Member of the Comjpamyon account of holders of the Company’s séesror of its subsidiaries, including,
without limitation, in connection with any dividemdinvestment plan;

6.2.15 any judgment or settlement of pendindhoeatened proceedings (whether civil, criminal thieowise) against the
Company, or against any trustee, director, parmember or officer of the Company in his capacgyach for which the Company is required
to indemnify such trustee, director, partner, menadvefficer by any court or governmental agenayd a

6.3 Expense Reports; Reimbursement to the Managbe Manager shall prepare a report documentiegdimbursable expenses
incurred by the Manager on behalf of the Compamndueach month, and shall deliver such stateneetite Sole Member within fifteen
(15) business days after the end of each calendatrm Undisputed expenses incurred by the Managéehalf of the Company shall be
reimbursed monthly to the Manager on the last daii@month in which such report is properly sulbetit Expense reimbursement to the
Manager shall be subject to adjustment at the éedah fiscal year in connection with the annualibof the Company. In the event the
Company and the Manager are unable to reach agnteegarding any expenses submitted by the Martagreunder within 60 days followir
the Manager’s submission of such expenses pursoidinis Section 6.3, the Company and the Managereatp submit such disputed expenses
to a single, qualified and independent arbitratdrose appointment shall be agreed upon betwegpettiies, or failing agreement within
fourteen (14) days, after either party has givethéoother a written request to concur in the apjpoént of an arbitrator, by an arbitrator to be
appointed by the President or a Vice Presidertt@Chartered Institute of Arbitrators. The Company the Manager hereby agree to evenly
split the cost associated with the appointmentngfsuch arbitrator.
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7. Limits of Manager Responsibility The Manager assumes no responsibility underAgisement other than to render the
services specifically called for under this Agreatend shall not be responsible for any actiorhef@ompany in following or declining to
follow any advice or recommendations of the Managmiuding as set forth in Section 2.2.2 of thigréement. The Manager, its managers,
officers, members and employees will not be liablthe Company, any issuer of Investments, anyliafé of the Company, its stockholders or
any of its Affiliate’s stockholders or the Indepemd Directors for any acts or omissions, errorgid§ment or mistakes of law by the Manager,
its managers, officers, members or employees umdarconnection with this Agreement, except bysmaof acts or omissions, errors of
judgment or mistakes of law constituting willful sabnduct, gross negligence or fraud. The Comphal eimburse, indemnify and hc
harmless the Manager, its managers, officers, mesvdr®l employees of and from any and all expetseses, damages, liabilities, demands,
charges and claims of any nature whatsoever (ingidvithout limitation, attorneys’ fees) in respe¢ or arising from any acts or omissions,
errors of judgment or mistakes of law of the Mamags managers, officers, members and employe&gnmathe performance of the Manager’
duties under this Agreement or pursuant to any wmiting agreement or similar agreement to whichnlsiger is a party in connection with ¢
debt or equity sales of the Company’s securitiesrant constituting willful misconduct, gross neglige or fraud. The Manager shall be
further indemnified by the Company as an agenhef@Gompany to the maximum extent permissible imance with the terms of the
Company’s Governing Instruments.

The Manager shall reimburse, indemnify and holdniess the Company and the Sole Member and their bmesn manage!
directors, officers, employees and stockholdersnflamy and all expenses, losses, damages, liabjlidiemands, charges and claims of
nature whatsoever (including, without limitationtoaneys’ fees) in respect of or arising from theardgers willful misconduct, gros
negligence or fraud.

8. No Joint Venture The Company and the Manager are not partngmsrrventurers with each other, and nothing irs thi
Agreement shall be construed to make them suchegarbr joint venturers or impose any liabilitysash on any of them. The Manager is an
independent contractor and, except as expresslydad or authorized in this Agreement, shall haseanthority to act for or represent the
Company.

9. Term; Renewal; Termination Fee; Termination
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9.1 Term. This Agreement shall commence on the Effectiageland shall continue in force until the seconu\arsary of the
Effective Date (the “ Initial Terri) and thereafter shall be automatically extendedafiditional one (1) year terms (each, a “ Renéveain”)
without further action unless one party delivergtten notice of non-renewal to the other partyeaist 180 days prior to the end of the then-
applicable term.

9.2  Termination Fee If this Agreement is terminated for any reastireothan pursuant to Section 9.4.1 (but, in tseof
Section 9.4.1 (i), only to the extent that the MgaTés actions caused the Company to become antineas company under the Investment
Company Act), Section 9.5, Section 9.6.1 andiBe®&@.6.2hereof, the Company shall pay the Manager a tetiniméee in an amount equal
24 times the Base Management Fee earned by thegdiadaring the one month period immediately prewgdie date of such termination (
“ Termination Fe€) and shall further continue to pay the Manager lttcentive Management Fee until such time as thmagany ceases to
hold the Incentive Tail Assets (defined below).

9.3 Right of First Refusal Upon Terminationf this Agreement is terminated for any reasgntie Company, including non-
renewal, the Manager shall have the exclusive offitst refusal for a period of 180 days followithe date on which the Manager shall cease
to provide services hereunder (the “ TerminatioteDp which such right of first refusal shall be reneveainl accordance with the last sente
of this Section 9.3, to purchase any of the Comfsainyestments, other than investment-grade seesitihat existed on the date of termination
(the “ ROFR Investmenty. Upon effectiveness of the foregoing provisianthe event the Company receives a bone fide thrty offer to
purchase any ROFR Investment, the Company shallggdhe Manager with written notice thereof détgjlthe terms of such sale. The
Manager shall have 120 days following receipt afswritten notice to exercise its right of firstusal and purchase the subject ROFR
Investment on the same terms and conditions dsrsletin the Company’s written notice to the Managk the event the Manager fails to
exercise its right of first refusal and purchasge ROFR Investment within said 120 day period, tbenffany may sell the subject ROFR
Investments to a third party on the same termscanditions as were set forth in the original notiz¢he Manager within 180 days after the
expiration of the aforesaid 120 day period. If @@mpany does not sell the ROFR Investments wiboh 180 day period, the Company shall
again comply with the terms hereof prior to anytssale.

9.4 Termination by the Manager

9.4.1 The Manager may terminate the Agreemd(ijtitie Company becomes an investment company uhder
Investment Company Act or (ii) the Manager decliteeeenew the Agreement by providing the Comparty w0 daysprior written notice. N
Termination Fee shall be due and owing in the etlteniManager terminates the Agreement in accordaitbethis Section 9.4.1. In the event
this Agreement is terminated pursuant to this $ac®i4.1, from and after the Termination Date,Nfamager will continue to be entitled to
receive an Incentive Fee in accordance with thegesf this Agreement on all Investments held byGbenpany as of the Termination Date
“ Incentive Tail Asset$), until such time as such Incentive Tail Assets disposed of by the Company or matymyvided, howevethat the
Manager shall not be entitled to an Incentive Feénaentive Tail Assets to the extent this Agreehigerminated pursuant to clause (i) of 1
subsection and the Manager’s actions are deemeavcaused the Company to become an investmepacgnunder the Investment
Company Act.
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9.4.2  The Manager may terminate the Agreementwiermination will trigger payment of the Termiiwe Fee, if the
Company has breached this Agreement in any matesgakct, the Manager provides 60 days’ writteiiceaif such breach and the Company
fails to cure such breach within 60 days of recgjwivritten notice.

9.5 Termination by Company for Causét the option of the Company, this Agreementidbeand become terminated upon
30 days’ written notice of termination from the Quamy to the Manager if any of the following evestsll occur (termination for any of such
events shall constitute termination for “ Calise

9.5.1 if Sole Member of the Company reasonably determihasthe Manager has breached this Agreementyimeteria
respect and, after written notice of such violatithe Manager has failed to cure such breach wRAidays;

9.5.2 the Manager engages in any act of frawehdrezzlement against the Company,

9.5.3 thereis an event of any gross negligenedltful misconduct on the part of the Managettlire performance of its
duties under this Agreement that is materiallyidetntal to the Company;

9.5.4  the Manager dissolves (unless the Sole Memithe Company has previously approved a suocess

9.5.5 if Kevin Donlon ceases to be a full-timepdoyee of the Manager or its Affiliates (or anyiwsfor their successors or
assigns)

9.5.6 the Manager undergoes a Change of Conitiebut consent of the Sole Member of the Company; o

9.5.7 thereis entered an order for relief orilsindecree or order with respect to the Managea bgurt having competent
jurisdiction in an involuntary case under the fediéankruptcy laws as now or hereafter constitotednder any applicable federal or st
bankruptcy, insolvency or other similar laws; oe lanager (i) ceases, or admits in writing its iligh to pay its debts as they become due
payable, or makes a general assignment for thefibefieor enters into any composition or arrangeingith, creditors; (i) applies for, or
consents (by admission of material allegations pétiion or otherwise) to the appointment of sereer, trustee, assignee, custodian, liquidator
or sequestrator (or other similar official) of thkanager or of any substantial part of its propsrtieassets, or authorizes such an application or
consent, or proceedings seeking such appointmertcemmenced without such authorization, conseapplication against the Manager and
continue undismissed for 30 days; (iii) authorime$iles a voluntary petition in bankruptcy, or épp for or consents (by admission of material
allegations of a petition or otherwise) to the &milon of any bankruptcy, reorganization, arrangetnreadjustment of debt, insolvency,
dissolution, liquidation or other similar law ofyajurisdiction, or authorizes such application onsent, or proceedings to such end are
instituted against the Manager without such autfation, application or consent and are approvat@serly instituted and remain undismis
for 30 days or result in adjudication of bankrupteyinsolvency; or (iv) permits or suffers all aryasubstantial part of its properties or assets to
be sequestered or attached by court order anddiee eemains undismissed for 30 days; provided,dvan that in the event the Manager
becomes the subject of a case under federal baickrapsimilar federal or state laws and remaingdasession of its property and continues to
operate its business (as a debtor in possessioth@nwise), the Company shall not have the opticietminate this Agreement unless the
Independent Directors determine in good faith #saa result of such proceeding the Manager caeasbnably be expected to fulfill its
obligations under this Agreement. If any of themg specified in this Section shall occur, the &ger shall give prompt written notice thereof
to the Company upon the happening of such event.

15




9.6 Other Termination by Company

9.6.1 Negative Return on Equityin the event the Company realizes a negative &étn on Equity, calculated in
accordance with GAAP, in any fiscal year on Investis source or acquired on the Company’s behati®yanager, the Company may
terminate the Agreement by written notice to thenitger within 180 days following the fiscal yeamihich such negative return was
realized. No Termination Fee shall be due and gwirthe event the Company terminates the Agreeineatcordance with this Section
9.6.1. In the event this Agreement is terminatespant to this Section 9.6.1, from and after theniination Date, the Manager will continue
to be entitled to receive an Incentive Fee in adaonce with the terms of this Agreement on all ItisenTail Assets, until such time as such
Incentive Tail Assets are disposed of by the Commairmature.

9.6.2 _Failure to Raise Capital or Obtain Investtee In the event the Company or NYMT have not raiseddditional
$25.0 million of equity capital for the Companytbe Manager has been unable to close on at leBs $illion of investments meeting the
Investment Criteria by December 31, 2011, the Compaay terminate this Agreement by providing writteotice to the Company within 30
days following December 31, 2011. No Terminati@® Ehall be due and owing in the event the Compamyinates the Agreement in
accordance with this Section 9.6.2. In the evieistAgreement is terminated pursuant to this Sed@i6.2, from and after the Termination
Date, the Manager will continue to be entitledgoaive an Incentive Fee in accordance with thegerhthis Agreement on all Incentive Tall
Assets, until such time as such Incentive Tail Assee disposed of by the Company or mature.

9.6.3 _Termination for any Other Reason Followingpiration of Initial Term Notwithstanding any other provision of t
Agreement to the contrary, upon the expiratiorhefinitial Term and upon 180 days’ prior writtertine to the Manager (the “ Termination
Notice”), the Company may, without Cause terminate thgse®ment (a “ Termination Without Cau$e The Termination Fee shall be due
and owing in the event the Manager terminates ti@@ment in accordance with this Section 9.6.3thénevent this Agreement is terminated
pursuant to this Section 9.6.3, from and afterltaemination Date, the Manager will continue to Inéiteed to receive an Incentive Fee in
accordance with the terms of this Agreement oinakntive Tail Assets, until such time as such htise Tail Assets are disposed of by the
Company or mature. In connection with any termarabf this Agreement, including Termination WithdCause, the Manager shall cooperate
with the Company in executing an orderly transitidithe management of the Company’s assets to tialyer or such other Persons, as
applicable.
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10. Right of First Refusal for Securities Offgrinby the Company The Company agrees that during the Term ofAlgieement
and for such time as Harvest directly or indirectiyns Class A Common Interests of the ManagerCitmapany shall grant JMP Securities
LLC with a right of first refusal to act as a catemanaging underwriter for all underwritten seitesiofferings of the Company, with such
material terms and conditions of any such arrangeime shall be unanimously approved by the holdeadl outstanding Class A Common
Interests of the Manager.

11. _Assignments This Agreement shall terminate automaticallyhia event of its assignment, by operation of lawtberwise, in
whole or in part, by the Manager, unless such ass@t is consented to in writing by the Companywlite consent of a majority of the
Independent Directors. Any such permitted assigriraleall bind the assignee under this Agreemetitéarsame manner as the Manager is
bound. In addition, the assignee shall executedatider to the Company a counterpart of this Agreet naming such assignee as
Manager. This Agreement shall not be assignedhé&yiompany without the prior written consent of thenager, except in the case of
assignment by the Company to an entity which isc@assor (by merger, consolidation or purchasessta) to the Company, in which case
such successor organization shall be bound undeAtreement and by the terms of such assignmehtiisame manner as the Company is
bound under this Agreement.

12.  Action Upon Termination Upon termination of this Agreement, the Managfall forthwith:

12.1  after deducting any accrued Management ir@esubject to offset in accordance with Sectidnahd reimbursement for its
expenses to which it is then entitled, pay oveht&oCompany or any subsidiary of the Company aheyacollected and held for the account of
the Company or any subsidiary of the Company puntstzethis Agreement;

12.2  deliver to the Company a full accountingjuling a statement showing all payments collebied and a statement of all
money held by it, covering the period following tii&te of the last accounting furnished to the Campa any subsidiary of the Company; and

12.3  deliver to the Company all property and doents of the Company or any subsidiary of the Camytlaen in the custody of
the Manager.
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13. Release of Money or Other Property Upon \&tiifRequest The Manager agrees that any money or other pyopgthe
Company or any subsidiary of the Company held kyManager under this Agreement shall be held byvthieager as custodian for the
Company or such subsidiary, and the Manager’s dscshall be appropriately marked clearly to refteetownership of such money or other
property by the Company or such subsidiary. Upenréceipt by the Manager of a written requestesidny a duly authorized officer of the
Company requesting the Manager to release to thep@oy or any subsidiary of the Company any moneptluer property then held by the
Manager for the account of the Company or any slidogi of the Company under this Agreement, the Manahall release such money or
other property to the Company or such subsidiathefCompany within a reasonable period of timé,ilbmo event later than the later to oc
of (i) three (3) business days following such rexjuand (ii) the earliest time following such redquibsit remittance will not cause the Manager
to violate any law or breach any agreement to whioh the Company is a party. The Manager shatllbe liable to the Company, any
subsidiaries of the Company, the Independent Birecbr the Company’s or its subsidiaries’ stockleos for any acts performed or omissions
to act by the Company or any subsidiary of the Camygn connection with the money or other propegtgased to the Company or any
subsidiary of the Company in accordance with tigist®®n 13 and not constituting willful miscondugtpss negligence or fraud. The Company
and any subsidiary of the Company shall indemrtiyManager, its managers, officers, members andoge®s against any and all expenses,
losses, damages, liabilities, demands, chargeslaimds of any nature whatsoever (including, withiimitation, attorneysfees), which arise i
connection with the Manager’s release of such mamether property to the Company or any subsididiihe Company in accordance with
the terms of this Section 13 unless such expelseses, damages, liabilities, demands, chargeslaims arise in connection with acts or
omissions which constitute willful misconduct, gsa®egligence or fraud. Indemnification pursuarthis provision shall be in addition to any
right of the Manager to indemnification under Sextv of this Agreement.

14. Representations and Warranties

14.1 _Company in Favor of the ManageFhe Company hereby represents and warrantetMénager as follows:

14.1.1 _Due Formation The Company is duly organized, validly existarg in good standing under the laws of State of
Delaware, has the power to own its assets an@msact the business in which it is now engaged ddmpany does not do business undel
fictitious business name.

14.1.2 _Power and Authority The Company has the power and authority to deedeliver and perform this Agreement
and all obligations required under this Agreemaemt has taken all necessary action to authorizeAthisement on the terms and conditions
hereof and the execution, delivery and performari¢kis Agreement and all obligations required uritiées Agreement. Except as shall have
been obtained, no consent of any other persorydirgy, without limitation, stockholders, partnerslareditors, as applicable, of Company,
no license, permit, approval or authorization akraption by, notice or report to, or registratiiting or declaration with, any governmental
authority is required by the Company in connectigth this Agreement or the execution, delivery,fpemance, validity or enforceability of
this Agreement and all obligations required unties Agreement. This Agreement has been, and esttuiment or document required under
this Agreement will be, executed and delivered loply authorized officer of the Company, and thgrdement constitutes, and each
instrument or document required under this Agreémdren executed and delivered under this Agreeméhtonstitute, the legally valid and
binding obligation of the Company enforceable agiaihe Company in accordance with its terms.
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14.1.3 _Execution, Delivery and Performancéhe execution, delivery and performance of Agseement and the
documents or instruments required under this Ageggwill not violate any provision of any existitayv or regulation binding on the
Company, or any order, judgment, award or decregfcourt, arbitrator or governmental authorityding on the Company, or the Governing
Instruments of, or any securities issued by, them@any or of any mortgage, indenture, lease, contragther agreement, instrument or
undertaking to which the Company is a party or ol the Company or any of its assets may be boamdi will not result in, or require, the
creation or imposition of any lien on any of it®perty, assets or revenues pursuant to the progisibany such mortgage, indenture, lease,
contract or other agreement, instrument or undergak

14.2  Manager In Favor of Companylhe Manager hereby represents and warrantetG@dmpany as follows:

14.2.1 _Due Formation The Manager is duly organized, validly existangl in good standing under the laws of North
Carolina, has the limited liability company powerawn its assets and to transact the businessithvthis now engaged. The Manager does
not do business under any fictitious business name.

14.2.2 Power and Authority The Manager has the corporate power and awhoriéxecute, deliver and perform this
Agreement and all obligations required under thige®ment and has taken all necessary limited ifiplsibmpany action to authorize this
Agreement on the terms and conditions hereof aa@xlecution, delivery and performance of this Agreet and all obligations required under
this Agreement. No consent of any other persoludiicg, without limitation, members and creditofdlte Manager, and no license, permit,
approval or authorization of, exemption by, noticgeport to, or registration, filing or declaratiwith, any governmental authority is required
by the Manager in connection with this Agreementerexecution, delivery, performance, validityeoforceability of this Agreement and all
obligations required under this Agreement. Thise®gnent has been and each instrument or docunugrited under this Agreement will be
executed and delivered by a duly authorized offafehe Manager, and this Agreement constituted,emth instrument or document required
under this Agreement when executed and delivereémtiis Agreement will constitute, the legallyidednd binding obligation of the Manag
enforceable against the Manager in accordanceitsiterms.

14.2.3 _Execution, Delivery and Performancéhe execution, delivery and performance of &gseement and the
documents or instruments required under this Agesgmwill not violate any provision of any existiteyv or regulation binding on the
Manager, or any order, judgment, award or decremgfcourt, arbitrator or governmental authorityding on the Manager, or the governing
instruments of, or any securities issued by, th@dger or of any mortgage, indenture, lease, cantramther agreement, instrument or
undertaking to which the Manager is a party or lhycl the Manager or any of its assets may be boamdiwill not result in, or require, the
creation or imposition of any lien on any of it®perty, assets or revenues pursuant to the progigsibany such mortgage indenture, lease,
contract or other agreement, instrument or undergak
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15. Notices Unless expressly provided otherwise in this &gnent, all notices, requests, demands and othemcaoations
required or permitted under this Agreement shalhbariting and shall be deemed to have been divgrg made and received when
(1) delivered by hand, (2) otherwise delivered agiaieceipt therefor, or (3) upon actual receiptegiistered or certified mail, postage prepaid,
return receipt requested. The parties may detiveach other notice by electronically transmifiszsimile copies, provided that such facsir
notice is followed within twenty-four (24) hours lapy type of notice otherwise provided for in t8isction 15. Any notice shall be duly
addressed to the parties as follows:

(@) If to the Company:

Hypotheca Capital LLC

c/o New York Mortgage Trust, Inc.

52 Vanderbilt Avenue

New York, NY 10017

Attention: Chief Executive Officer
Telecopy: (732) 559-8250

with a copy to:

Hunton & Williams LLP

Bank of America Plaza, Suite 4100
600 Peachtree Street, NE

Atlanta, GA 30308

Attention: Christopher C. Green
Email: cgreen@hunton.com
(b) If to the Manager:

RiverBanc LLC

200 South Tyron Street, Suite 1200
Charlotte, NC 28202

Attention: Kevin Donlon

Email: kdonlon@riverbanarco

with a copy to:

Cadwalader, Wickersham & Taft LLP

227 West Trade Street, Suite 2400
Charlotte, NC 28202

Attention: James P. Carroll, Esq.
Email: james.carroll@cwtito

Any party may alter the address to which commuiocat or copies are to be sent by giving notice wfhschange of address
conformity with the provisions of this Section & the giving of notice.
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16. Binding Nature of Agreement; Successors asglghs. This Agreement shall be binding upon and inarthe benefit of the
parties hereto and their respective heirs, persepaésentatives, successors and assigns as pionities Agreement.

17. _Entire Agreement This Agreement contains the entire agreemenuadérstanding among the parties hereto with rédpec
the subject matter hereof, and supersedes all anidrcontemporaneous agreements, understandidgseiments and conditions, express or
implied, oral or written, of any nature whatsoewgh respect to the subject matter hereof. Theesgpterms hereof control and supersede any
course of performance and/or usage of the tradmaistent with any of the terms hereof. This Agreat may not be modified or amended
other than by an agreement in writing.

18. Controlling Law This Agreement and all questions relating tav@hdity, interpretation, performance and enforestshall b
governed by and construed, interpreted and enfdncadcordance with the laws of the State of Newky aotwithstanding any New York or
other jurisdiction’s conflict of law provisions the contrary.

19. Indulgences, Not WaiversNeither the failure nor any delay on the para g@farty to exercise any right, remedy, power or
privilege under this Agreement shall operate as&ev thereof, nor shall any single or partial ei®r of any right, remedy, power or privilege
preclude any other or further exercise of the sared any right, remedy, power or privilege, noalany waiver of any right, remedy, power
or privilege with respect to any occurrence be toiesl as a waiver of such right, remedy, powerrivMilpge with respect to any other
occurrence. No waiver shall be effective unless it writing and is signed by the party assetteave granted such waiver.

20.  Titles Not to Affect InterpretationThe titles of paragraphs and subparagraphs ioectén this Agreement are for convenience
only, and they neither form a part of this Agreetmear are they to be used in the construction mrpretation hereof.

21. Execution in CounterpartsThis Agreement may be executed in any numbepohterparts, each of which shall be deemed to
be an original as against any party whose signappears thereon, and all of which shall togetbestitute one and the same instrument. This
Agreement shall become binding when one or moratesparts hereof, individually or taken togethélsbear the signatures of all of the
parties reflected hereon as the signatories.

22.  Gender Words used herein regardless of the number andag specifically used shall be deemed and cadstawinclude ar
other number, singular or plural, and any otherdgenmasculine, feminine or neuter, as the comtzytires.

23.  AttorneysFees. Should any action or other proceeding be necgssanforce any of the provisions of this Agreerner the
various transactions contemplated hereby, the pieygarty will be entitled to recover its actualasonable attorneys’ fees and expenses from
the non- prevailing party.

24. _Amendments This Agreement may not be amended, modifiechanged (in whole or in part), except by a formafjrdtive
written agreement expressly referring to this Agreat, which agreement is executed by all of théigrr The parties hereto expressly
acknowledge that no consent or approval of the Gayis stockholders is required in connection witly amendment, modification or change
to this Agreement.
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25. Authority. Each signatory to this Agreement warrants apdesents that he is authorized to sign on behahdfto bind the
party on whose behalf he, she or it is signing.

[ Signature Page Follow$
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IN WITNESS WHEREOF, the parties hereto have exetitis Agreement as of the Effective Date.

“ COMPANY ” “ MANAGER ”

/s/ Steven R. Mumm /s/ Kevin Donlon

Name: Steven R. Mumn Name: Kevin Donlon

Title: CEO and Presidel Title: Chief Executive Office
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EXHIBIT A
Investment Guidelines
Capitalized terms used but not defined herein stelk the meanings ascribed thereto in that ceMaimagement Agreement, dated as of /

5, 2011, as may be amended from time to time (thafagement Agreemefi, by and between RB Commercial Mortgage LLC, a Deta
limited liability company corporation (the * Compat), and RiverBanc, LLC, a North Carolina limitealiility company (the “ Managé}.

1. The Company shall not make any investments ottzar. th

. commercial mortgage-backed securities;
. subordinate debt;

preferred equity;

. new whole loans; and

. seasoned whole loans.

©Oo0 T

2. No investment shall be made that would cause thapaay to fail to, or to be able to, as the case begyqualify as a REIT under
Code.

3. No investment shall be made that would cause threpgaay to be regulated as an investment companyr heldnvestment Compa
Act.

4. A majority of the independent directors (as suaimtés defined under the Sole MemisCorporate Governance Guidelines) of
Sole Member must approve any transaction betweerCdmpany and/or any of its subsidiaries on the lmared and the Manac
and/or any of its Affiliates on the other hand.

5. These Investment Guidelines may be amended, rdstatalified, supplemented or waived by the Sole Memafter consultation wi
Manager, from time to time and at anytime.




EXHIBIT B

Section 5.3.1 Incentive Management Fee

At the end of each quarter the following calculatiill be made:

Example Calculation Period: Januar§t,12013 through March 3%, 2013

Average amount of Equity invested in the Compamynduthe Calculation Period:  $100 million

Adjusted Net Income during the Calculation Peri@dAP Basis): $3,750,000

Hurdle Rate: 12% per annum

Amount Required to meet Hurdle Rate: ( $100 miillX 12% ) divided by 4 (quarterly) = $3,000,000
Incentive Fee: Adjusted Net Income less HurdleeRRanount = $750,000 X 35% Manager Split = $262,500

5.3.2 High Water Mark

Measurement Period = April 1, 2011 through curestd of quarter assumed to be March 31, 2013 thateHigh Water Mark is on a rolling
24 month look-back, pro rata for first 24 monthglo$ Agreement)

Average Equity invested in the Company during ther@nth look back period = $100 million

Average Equity invested in the Company during ttevipus quarter (Calculation Period) = $100 million
Total Adjusted Net Income over the preceding 24 ther $16 million

Total Adjusted Net Income during the preceding tgrar $5.5 million

High Water Mark = 9.00% annual rate X 2 years XGfllion average Equity invested = $18 million
High Water Mark shortfall = $18 million less $16lioin = $2 million shortfall

Adjusted Net Income for Calculation Period = $milion less $2 million = $3.5 million

Hurdle Rate: 12% per annum

Amount Required to meet Hurdle Rate: ( $100 omillX 12% ) divided by 4 (quarterly) = $3.0 million
Adjusted Net Income less Hurdle return = $3.5 willless $3.0 million = $500,000

Incentive Fee = $500,000 X 35% Manager Split = $006



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 Foi®rQ for the quarter ended March 31, 2011 of Newkvdprtgage Trust, Inc.;

2.  Based on my knowledge, this report does not coraajnuntrue statement of a material fact or omgtéie a material fact neces:
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to t
period covered by this report;

3. Based on my knowledge, the financial statemenid,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, arrd tfee periods presented in |

report;

4, The registrans other certifying officer and | are responsible égtablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

(@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresauwsed such disclosure controls and procedurbe ttesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is me
known to us by others within those entities, ipatarly during the period in which this reportdsing prepared;

Designed such internal control over financial réjpgr, or caused such internal control over finahceporting to b
designed under our supervision, to provide readenabsurance regarding the reliability of finanai@porting and th
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registrantslaisire controls and procedures and presentedsimgiport our conclusiol
about the effectiveness of the disclosure contmots procedures, as of the end of the period cougyeHis report based
such evaluation; and

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

5. The registran$’ other certifying officer and | have disclosedsdih on our most recent evaluation of internal @brdver financie
reporting, to the registrant's auditors and thataumnmittee of the registrant's (or persons penfag the equivalent functions):

(@)

(b)

All significant deficiencies and material weaknesgethe design or operation of internal controdiofinancial reporting
which are reasonably likely to adversely affect tbgistrant's ability to record, process, summaaizd report financial
information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the
registrant's internal control over financial rejrogt

Date: May 5, 2011

/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 Foi®rQ for the quarter ended March 31, 2011 of Newkvdprtgage Trust, Inc.;

2.  Based on my knowledge, this report does not coraajnuntrue statement of a material fact or omgtéie a material fact neces:
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to t
period covered by this report;

3. Based on my knowledge, the financial statemenid,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the registrant as of, arrd tfee periods presented in |

report;

4, The registrans other certifying officer and | are responsible égtablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

(@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresauwsed such disclosure controls and procedurbe ttesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is me
known to us by others within those entities, ipatarly during the period in which this reportdsing prepared;

Designed such internal control over financial réjpgr, or caused such internal control over finahceporting to b
designed under our supervision, to provide readenabsurance regarding the reliability of finanai@porting and th
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

Evaluated the effectiveness of the registrantslaisire controls and procedures and presentedsimgiport our conclusiol
about the effectiveness of the disclosure contmots procedures, as of the end of the period cougyeHis report based
such evaluation; and

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

5. The registran$’ other certifying officer and | have disclosedsdih on our most recent evaluation of internal @brdver financie
reporting, to the registrant's auditors and thataumnmittee of the registrant's (or persons penfag the equivalent functions):

(@)

(b)

All significant deficiencies and material weaknesgethe design or operation of internal controdiofinancial reporting
which are reasonably likely to adversely affect tbgistrant's ability to recorghrocess, summarize and report financ
information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the
registrant's internal control over financial rejrogt

Date: May 5, 2011

/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 Yadvlortgage Trust, Inc, (the “Company”) on Form QOfor the quarter end
March 31, 2011, as filed with the Securities andhHange Commission on the date hereof (the “Repah® undersigned hereby cert
pursuant to 18 U.S.C. § 1350, as adopted pursoaadtion 906 of the Sarbanes-Oxley Act of 200&t: th

(1) The Report fully complies with theqterements of Section 13(a) or 15(d) of the Sem#iExchange Act of 1934,
amended; and

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

Date: May 5, 2011
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: May 5, 2011
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




