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

CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands)

March 31, December 31,
2012 2011
ASSETS (unaudited)

Investment securities available for sale, at falue (including pledged securities of $145,153 an

$129,942, respectively) $ 182,02. $ 200,34.
Residential mortgage loans held in securitizatrosts (net) 200,80¢ 206,92(
Multi-family mortgage loans held in securitizatitrast, at fair value 1,155,18: -
Derivative assets 244,91! 208,21¢
Mortgage loans held for investment 4,32: 5,11¢
Investment in limited partnership 5,12 8,70:%
Cash and cash equivalents 8,87¢ 16,58t
Receivable for securities sold - 1,13¢
Receivables and other assets 40,19¢ 35,68¢
Total Assets $ 1,841,44' $ 682,70!

LIABILITIES AND EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 118,38 $ 112,67-
Residential collateralized debt obligations 194,76! 199,76
Multi-family collateralized debt obligations, atifaalue 1,130,85: -
Derivative liabilities 3,06¢ 2,61¢
Payable for securities purchased 245,29: 228,30(
Accrued expenses and other liabilities 11,05¢ 8,04:
Subordinated debentures 45,00( 45,00(
Total liabilities 1,748,41. 596,39¢
Commitments and Contingencies
Equity:
Stockholders' equity
Common stock, $0.01 par value, 400,000,000 authdyiz4,175,494 and 13,938,273, shares iss

and outstanding, respectively 142 13¢
Additional paid-in capital 150,22: 153,71(
Accumulated other comprehensive income 15,617 11,29:
Accumulated deficit (74,02 (79,86:)
Total stockholders' equity 91,95¢ 85,27¢
Noncontrolling interes 1,08( 1,02¢
Total equity 93,03¢ 86,30"
Total Liabilities and Equity $ 1,841,44: $ 682,70!

See notes to condensed consolidated financialrs&ts.




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

(Dollar amounts in thousands, except per share data

(unaudited)

INTEREST INCOME:
Investment securities and other
Multi-family loans held in securitization trust
Residential loans held in securitization trusts

Total interest income

INTEREST EXPENSE:
Investment securities and other
Multi-family collateralized debt obligations
Residential collateralized debt obligations
Subordinated debentures

Total interest expense
NET INTEREST INCOME

OTHER INCOME (EXPENSE):
Provision for loan losses
Income from investment in limited partnership
Realized gain on investment securities and relagseiyjes, net
Unrealized loss on investment securities and reélagziges, net
Unrealized gain on multi-family loans held in seatimation trust
Total other income

General, administrative and other expenses
Total general, administrative and other expenses

INCOME FROM CONTINUING OPERATIONS

Loss from discontinued operation - net of tax

NET INCOME

Net income attributable to noncontrolling inter

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢

Basic income per common share

Diluted income per common share

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

See notes to condensed consolidated financialms&tes.

For the Three Months
Ended March 31,

2012 2011
$ 5547 $ 2,261
12,20 -

1,34¢ 1,43(

19,09: 3,691

452 33¢

11,57 -

35¢ 37¢

49¢ 46€

12,88« 1,18¢

6,207 2,51(

(230) (639)

37¢ 784

1,06¢ 2,191

(872) (40)

2,02z -

2,36( 2,30z

2,66¢ 2,29:

2,66¢ 2,297

5,89¢ 2,51¢

©) Q)

5,89( 2,51¢

51 -

$ 583¢ $ 2,51
$ 04: $ 0.27
$ 0.4: $ 0.27
$ 028 $ 0.1€
13,99¢ 9,43:

13,99¢ 9,43:




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Dollar amounts in thousands)

(unaudited)
For the Three Months
Ended March 31,
2012 2011

NET INCOME $ 583¢ $ 2,51¢
OTHER COMPREHENSIVE INCOME

Increase in net unrealized gain on available f sacurities 4,21¢ 3,45(

Reclassification adjustment for net gain includedét income - (1,86¢)

Increase in fair value of derivative instrumenttized for cash flow hedges 111 26(
OTHER COMPREHENSIVE INCOME 4,32F 1,842
COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON STOCKHCDERS $ 10,16¢ $ 4,35¢

See notes to condensed consolidated financialms&tes.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF EQUITY
(Dollar amounts in thousands)

(unaudited)
Accumulated
Additional Other Non-
Common Paid-In Accumulated Comprehensive  controlling
Stock Capital Deficit Income Interest Total
Balance, December 31, 2011 $ 13¢ $ 153,71( $ (79,869 $ 11,29: $ 1,02¢ $ 86,301
Net income - - 5,83¢ - 51 5,89(
Stock issuance, net 3 55 = = = 58
Dividends declared - (3,549 - - - (3,549
Increase in net unrealized gain on
available for sale securities - - - 4,214 - 4,214
Increase in fair value of derivative
instruments utilized for cash flow
hedges - - - 111 - 111
Balance, March 31, 2012 $ 142 $ 150,22: $ (74,029 $ 15,617 $ 1,080 $ 93,03¢

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)

Cash Flows from Operating Activities:
Net income

Adjustments to reconcile net income to net cashigesl by (used in) operating activitie

Depreciation and amortization
Net amortization (accretion)
Realized gain on securities and related hedges, net
Unrealized loss on securities and related hedggs, n
Unrealized gain of loans held in multi-family seit@ation trust
Net decrease in loans held for sale
Provision for loan losses
Income from investment in limited partnership
Interest distributions from investment in limitedrmership
Stock issuance, net
Changes in operating assets and liabilities:
Receivables and other assets
Accrued expenses and other liabilities
Net cash provided by (used in) operating activi

Cash Flows from Investing Activities:
Restricted cash
Purchases of reverse repurchase agreements
Purchases of investment securities
Proceeds from sales of investment securities
Proceeds from mortgage loans held for investment
Proceeds from investment in limited partnership
Net receipts on other derivative instruments sgttlering the period
Principal repayments received on mortgage loars inedecuritization trusts
Principal paydowns on investment securities - abdd for sale
Purchases of loans held in multi-family securiii@atrust
Net cash used in investing activiti

Cash Flows from Financing Activities:

Proceeds from financing arrangements

Dividends paid

Payments made on collateralized debt obligations
Net cash (used in) provided by financing activi

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

Cash and Cash Equivalents - End of Period

Supplemental Disclosure:
Cash paid for interest

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

Purchase of investment securities not yet settled
Consolidation of multi-family mortgage loans hetdsiecuritization trusts (net)
Consolidation of multi-family collateralized deltlgations

For the Three Months Ended

March 31,
2012 2011
$ 589( $ 2,51«
31 34
2,27¢ (2,107
(1,069 (2,197
872 40
(2,029 -
11 7
23C 632
(370 (784)
154 20z
58 68
(4,180) (61€)
4.34¢ (10€)
6,22¢ (1,307
56¢ (10,744
- (40,25:)
(7,980 (30,399
1,201 48,88¢
79¢€ 5,00z
3,79¢ 2,597
3,57¢ -
8,22¢ 4,45:
4,98¢ 6,34(
(21,68:) -
(6,517 (14,116
5,711 10,93:
(4,87¢ (1,697)
(8,25¢) (4,750)
(7,426 4,48¢
(7,712 (10,939
16,58¢ 19,37¢
$ 8,87t $ 8,43¢
$ 1,16¢ $ 1,11z
$ - $ 45,75(
$ 245,29: $ 17,45(
$ 1,139,57 $ =
$ 1,117,89. $ -




Non-Cash Financing Activities:
Dividends declared to be paid in subsequent period $ 3,54/ $ 1,70(

See notes to condensed consolidated financialms&tes.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
March 31, 2012

(unaudited)
1. Summary of Significant Accountig Policies

Organization— New York Mortgage Trust, Inc., together with dénsolidated subsidiaries (“NYMT,” the “Companyé&,” “our”
and “us”), is a real estate investment trust, ol TREh the business of acquiring, investing in,diting and managing primarily mortgage-
related assets and, to a lesser extent, finargsalts. Our objective is to manage a portfolio @éstments that will deliver stable distribution
our stockholders over diverse economic conditiéis. intend to achieve this objective through a ceration of net interest margin and
realized capital gains from our investment portfolOur portfolio includes investments sourced frdistressed markets in recent years
create the potential for capital gains, as wellase traditional types of mortgagelated investments, such as Agency RMBS consigif
adjustable-rate and hybrid adjustabkée RMBS, which we sometimes refer to as Agencyy&Rand Agency RMBS comprised of 10s, wt
we sometimes refer to as Agency |10s, that genértgeest income.

The Company conducts its business through the parempany, NYMT, and several subsidiaries, inclgdspecial purpos
subsidiaries established for loan securitizationppses, taxable REIT subsidiaries ("TRSs") andifjed/ REIT subsidiaries ("QRSs"). T
Company conducts certain of its portfolio investteperations through one of its wholly-owned TRBgpotheca Capital, LLC (“HC")jn
order to utilize, to the extent permitted by lawpation of a net operating loss cafgrward held in HC that resulted from the Compaexs
from the mortgage lending business. Prior to M&th2007, the Company conducted substantiallyfatsanortgage lending business thro
HC. The Company utilizes one of its wholly-owned &R RB Commercial Mortgage LLC (“RBCM”), for itsviestments in multfamily
CMBS assets, and, to a lesser extent, other conmhegal estate-related debt investments. The Compdilizes another of its whollgwnec
QRSs, NYMT-Midway LLC, and one of its wholly-owndtRSs, New York Mortgage Funding, LLC (“NYMF"Jor its Agency 10 portfoli
managed by The Midway Group, L.P. (“Midway"The Company consolidates all of its subsidiariedemngenerally accepted accoun
principles in the United States of America ("“GAAP”)

The Company is organized and conducts its opemtiomualify as a REIT for federal income tax puwg®m As such, the Comps
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 ceeaplith various other requirements.

Basis of Presentatior The condensed consolidated balance sheet as ofribece31, 2011 has been derived from audited firad
statements. The condensed consolidated balane¢ ah&arch 31, 2012, the condensed consolidatgdrsents of operations for the tt
months ended March 31, 2012 and 2011, the condexmselidated statements of comprehensive incomihéothree months ended March
2012 and 2011, the condensed consolidated stateshemuity for the three months ended March 31,228td the condensed consolidi
statements of cash flows for the three months emdiadth 31, 2012 and 2011 are unaudited. In ouniopj all adjustments (which inclu
only normal recurring adjustments) necessary tegefairly the Company'financial position, results of operations anchcésws have bee
made. Certain information and footnote disclosuresnally included in financial statements prepaire@dccordance with GAAP have bt
condensed or omitted in accordance with Articlecf(Regulation S-X and the instructions to Form QO-These condensed consolidi
financial statements should be read in conjunatidh the consolidated financial statements andsttereto included in our Annual Repor
Form 10-K for the year ended December 31, 201fileabwith the Securities and Exchange Commissi&EC”). The results of operations
the three months ended March 31, 2012 are not sadlysindicative of the operating results for fo# year.

The accompanying condensed consolidated finantigraents have been prepared on the accrual Hemisaunting in accordan
with U.S. generally accepted accounting principf&8AAP"). The preparation of financial statements in confeynwith 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 statemeatsl the reported amounts of revenues and expesieg) the reporting period. Actual resi
could differ from those estimates.

The condensed consolidated financial statementseofCompany include the accounts of all subsidsasgynificant intercompal
accounts and transactions have been eliminatedai@eprior period amounts have been reclassifieccaaform to the current peri
presentation.

Variable Interest Entities- An entity is referred to as a variable interestitg (“VIE") if it meets at least one of the followi
criteria: (1) the entity has equity that is insaiiint to permit the entity to finance its activitimithout additional subordinated financial sup
of other parties; or (2) as a group, the holderthefequity investment at risk lack (a) the powedirect the activities of an entity that rr
significantly impact the entitg’ economic performance; (b) the obligation to absbe expected losses; or (c) the right to rectieeexpecte



residual returns; or (3) have disproportional vptiights and the entitg’ activities are conducted on behalf of the invesitat ha
disproportionally few voting rights.




The Company consolidates a VIE when it has bottptiveer to direct the activities that most signifittg impact the economic
performance of the VIE and a right to receive biaef absorb losses of the entity that could bemally significant to the VIE. The
Company is required to reconsider its evaluatiowléther to consolidate a VIE each reporting perfi@ded upon changes in the facts and
circumstances pertaining to the VIE.

Investment Securities Available for Sal&@he Company's investment securities, where thevédire option has not been elected
which are reported at fair value with unrealizethgand losses reported in other comprehensivarirgOCI"), include residential mortgage-
backed securities (“RMBS”) that are issued by goxmeFnt sponsored enterprises (“GSEVhich, together with RMBS issued or guarantee
government agencies, is referred to as “Agency RMB®n-Agency RMBS, collateralized loan obligatioffCLOs") and multifamily
commercial mortgage-backed securities (“CMB®r investment securities are classified as aViailfdr sale securities. Realized gains
losses recorded on the sale of investment secudtiailable for sale are based on the specifictifigation method and included in reali:
gain (loss) on sale of securities and related hedy¢he condensed consolidated statements of tigpesaPurchase premiums or discount
investment securities are amortized or accretddtevest income over the estimated life of the gtieent securities using the effective y
method. Adjustments to amortization are made fawra@repayment 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 siesudh at least a quarterly basis, and designatgsimpairments as either “temporamy’
“other-than-temporary.If the Company intends to sell an impaired secumtyit is more likely than not that it will be reiged to sell th
impaired security before its anticipated recovéngn it must recognize an other-th@mporary impairment through earnings equal toethtére
difference between the investment’'s amortized aostits fair value at the balance sheet date elfGbmpany does not expect to sell an other
than-temporarily impaired security, only the pantiof the other-thatemporary impairment related to credit losses ogaized throug
earnings with the remainder recognized as a comyoo other comprehensive income (loss) on the eosdd consolidated balal
sheet. Impairments recognized through other congmsitie income (loss) do not impact earnings. Faligwhe recognition of an other-than-
temporary impairment through earnings, a new castshis established for the security, which mayhb®adjusted for subsequent recoveris
fair value through earnings. However, other-tl@mporary 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 sigmifichange.

The Companys investment securities available for sale alsdutes its investment in a wholly owned account nref@é to as ot
Agency IO portfolio. These investments primarilglide interest only and inverse interest only siéesr(collectively referred to as “IOstha
represent the right to the interest component ef dash flow from a pool of mortgage loans that guaranteed or issued by a GSE
government agency. The Agency IO portfolio invesiteanclude derivative investments not designagetietging instruments for accoun
purposes, with unrealized gains and losses recedritrough earnings in the condensed consolidateensents of operations. The Comg
has elected the fair value option for these investrsecurities which also measures unrealized gailslosses through earnings in
condensed consolidated statements of operatiortbeaSompany believes this accounting treatmenienagcurately and consistently refle
their results of operations.

Residential Mortgage Loans Held in Securitizationusts — Residential mortgage loans held in securitizationsts ar
certain adjustable rate mortgage ("ARM") loans sfarred to New York Mortgage Trust 2005-1, New Ydfbrtgage Trust 2002-and Ney
York Mortgage Trust 2003-that have been securitized into sequentiallydratasses of beneficial interests. The Companywated for thes
securitization trusts as financings which are ctidated into the financial statements. Residentialtgage loans held in securitization tr
are carried at their unpaid principal balances pfeinamortized premium or discount, unamortizezhlorigination costs and allowance for |
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 curnethtaae anticipated to be fully collectible.

Allowance for Loan Losses on Residential Mortgagaris Held in Securitization TrustsWe establish an allowance for loan lo¢
based on management's judgment and estimate df lo®ggks inherent in our portfolio of residentimbrtgage loans held in securitization tru

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 oflaetors deemed to warrant consideration. Additignave look at the balance of a
delinquent loan and compare that to the currentevaf the collateralizing property. We utilize vars home valuation methodologies incluc



appraisals, broker pricing opinions (“BPOs”), imtetrbased property data services to review comparablgepties in the same a
or consult with a realtor in the property's area.




Comparing the current loan balance to the propeatye determines the current loan-to-value (“LTV&}io of the loan. General
we estimate that a first lien loan on a propertgt thoes into a foreclosure process and becomesstate owned (“REO”)esults in th
property being disposed of at approximately 84%hef current value. This estimate is based on manegts experience as well as real
severity rates since issuance of our securitizatidrhis base provision for a particular loan mayadogusted if we are aware of spec
circumstances that may affect the outcome of the foitigation process for that loan. However, wedpminantly use the base reserve nui
for our reserve. If real estate markets continugetdine, we may adjust our anticipated realizafiercentage.

Multi-Family Mortgage Loans Held in Securitizatidmust — Multi-family mortgage loans held in securitization traensist of
Freddie Mac Multi-Family Loan Securitization Seri2&11-K03 (the “K-03 Series”) that is backed by gimately 62 multifamily properties
On December 30, 2011, the Company had acquired 1iiG#e privately placed first loss security of ted3 Series in the secondary ma
for approximately $21.7 million. Based on a numbgfactors, including our acquisition on January2@12 of a 7.5% ownership interes
RiverBanc, LLC (“RiverBanc”), an external managerthe Company, and certain servicing rights for Kh@83 Series, we determined that
were the primary beneficiary of the K-03 Series &iade consolidated the 83 Series and related debt, interest income andnmepin oL
financial statements as of January 4, 2012. The gaom has elected the fair value option on the asmed liabilities held within the K3
Series, which requires that changes in valuatiortheé assets and liabilities of the(8-Series will be reflected in the Company's stateno
operations.

Interest income is accrued and recognized as reveien earned according to the terms of the moetdg@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 curnethtaae anticipated to be fully collectible.

Allowance for Loan Losses on Multi-Family Mortgdgeans Held in Securitization TrustWe establish an allowance for loan lot
based on management's judgment and estimate df leskes inherent in our portfolio of muftsmily mortgage loans held in securitizal
trust.

Mortgage Loans Held for InvestmentMortgage loans held for investment are stated paighprincipal balance, adjusted for
unamortized premium or discount, deferred feesxperses, net of valuation allowances. Interesirimeis accrued on the principal amour
the loan based on the loantontractual interest rate. Amortization of premsuand discounts is recorded using the effectieddyinethoc
Interest income, amortization of premiums and dist® and prepayment fees are reported in intenestnie. Loans are considered tc
impaired when it is probable that based upon ctiirdormation and events, the Company will be uealbl collect all amounts due under
contractual terms of the loan agreement. Basederfdcts and circumstances of the individual |dagisig impaired, loan specific valuat
allowances are established for the excess carmahge of the loan over either: (i) the present gadfiexpected 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 PartnershipThe Company has an equity investment in a limitedngrship and a limited liability compa
In circumstances where the Company has aaumtrolling interest but either owns a significamtierest or is able to exert influence over
affairs of the enterprise, the Company utilizesahaity method of accounting. Under the equity radtbf accounting, the initial investmen
increased each period for additional capital cbations and a proportionate share of the emtigarnings and decreased for cash distribt
and a proportionate share of the entity’s lossekeM the Company is not required to fund an investi® losses, the Company does
continue to record its proportionate share of thiiyés losses such that its investment balancelevgo below zero.

Management periodically reviews its investmentsifopairment based on projected cash flows fromehtty over the holdin
period. When any impairment is identified, the istveents are written down to recoverable amounts.

Cash and Cash EquivalertsCash and cash equivalents include cash on handyrasmdue from banks and overnight deposits.
Company maintains its cash and cash equivalentighly rated financial institutions, and at timbese balances exceed insurable amounts.

Receivables and Other AssetfReceivables and other assets include restricteld lealsl by third parties of $25.2 million wh
includes $11.6 million held in our Agency IO potifoto be used for trading purposes and $13.4 onillield by counterparties as collatera
hedging instruments at March 31, 2012.

Financing Arrangements, Portfolio Investmenrtdnvestment securities available for sale are typyichanced with repurcha
agreements, a form of collateralized borrowing Wwhie 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.






Residential Collateralized Debt Obligations (“Residial CDOs”) — We use Residential CDOs to permanently finance
residential mortgage loans held in securitizatimsts. For financial reporting purposes, the ARMn® held as collateral are recorded as ¢
of the Company and the Residential CDO is recoetethe Companyg’'debt. The Company has completed four securitizatsince inceptio
the first three were accounted for as a permarieahdéing and the fourth was accounted for as a aadeaccordingly, not included in -
Company'’s financial statements.

Multi-Family Collateralized Debt Obligations (“MulFamily CDOs”) — We consolidated the R3 Series and related debt, refe
to as Multi-Family CDOs, in our financial statem&nThe Multi-Family CDOs permanently finance ourltintamily mortgage loans held
securitization trust. For financial reporting pusps, the loans held as collateral are recordedsetsaof the Company and the Mdi#timily
CDO is recorded as the Company’s debt. We refbotb the Residential CDOs and Multi-Family CDOSC&¥0s in this report.

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

Derivative Financial Instruments- The Company has developed risk management progeamds processes, which inclt
investments in derivative financial instrumentsigesd to manage interest rate and prepayment ssicéated with its securities investn
activities.

Derivative instruments contain an element of rigskthe event that the counterparties may be unablmeet the terms of su
agreements. The Company minimizes its risk expolsydéniting the counterparties with which it ergéénto contracts to banks and investn
banks who meet established credit and capital gnéte

The Company invests in To-Be-Announced securitf@BAs") through its Agency IO portfolio. TBAs areoffwardsettling
purchases and sales of Agency RMBS where the widgripools of mortgage loans are “To-Be-Announcelursuant to these TE
transactions, we agree to purchase or sell, faréusettlement, Agency RMBS with certain principald interest terms and certain type
underlying collateral, but the particular Agency BBIto be delivered is not identified until shortgfore the TBA settlement date. For T
contracts that we have entered into, we have resrtesi that physical settlement is probable, tbeeefve have not designated these fon
commitments as hedging instruments. Realized anglalinred gains and losses associated with thesesTeBé recognized through earning
the condensed consolidated statements of operations

For derivative instruments that are designated qualify as a cash flow hedge, the effective portadrthe gain or loss on t
derivative instrument is reported as a componer®©f and reclassified into earnings in the saméogenr periods during which the hed;
transaction affects earnings. The remaining gailogs on the derivative instruments in excess efdiimulative change in the present valt
future cash flows of the hedged item, if any, isognized in current earnings during the periodhnafnge.

For instruments that are not designated or qualffya cash flow hedge, such as our use of U.S. 0meagcurities or Eurodoll
futures contracts, any realized and unrealized sgaind losses associated with these instrumentseaognized through earnings in
condensed consolidated statement of operations.

Termination of Hedging Relationships The Company employs risk management monitoring gtores to ensure that
designated hedging relationships are demonstraimgjare expected to continue to demonstrate taléig! of effectiveness. Hedge accoun
is discontinued on a prospective basis if it isesd®ined that the hedging relationship is no longghly effective or expected to be hig
effective in offsetting changes in fair value oé thedged item.

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

Revenue RecognitiohlInterest income on our investment securities andunmortgage loans is accrued based on the odisg
principal balance and their contractual terms. Ruem and discounts associated with investment g&=uand mortgage loans at the tim
purchase or origination are amortized into inteiesbme over the life of such securities using #fiective yield method. Adjustments
premium amortization are made for actual prepayraetivity.
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Interest income on our credit sensitive securitsesh as our noAgency RMBS and certain of our CMBS that were pasgd at
discount to par value, is recognized based on ¢#oergy’s effective interest rate. The effective interederon these securities is base:
management’s estimate from each security of thgegted cash flows, which are estimated based orCtirapanys assumptions related
fluctuations in interest rates, prepayment speedstlae timing and amount of credit losses. On astla quarterly basis, the Company rev
and, if appropriate, makes adjustments to its dash projections based on input and analysis resgtifrom external sources, internal moc
and its judgment about interest rates, prepaynmaesy the timing and amount of credit losses, ahdrdactors. Changes in cash flows f
those originally projected, or from those estima#dthe last evaluation, may result in a prospectitange in the yield/interest incc
recognized on these securities.

Based on the projected cash flows from the Comgafigst loss CMBS POs purchased at a discount tovalaie, a portion of tt
purchase discount is designated as non-accretabt@éase discount or credit reserve, which effebtingitigates the Compang’risk of loss o
the mortgages collateralizing such CMBS and isexpected to be accreted into interest income. Tin@uat designated as a credit reserve
be adjusted over time, based on the actual perfwenaf the security, its underlying collateral, uadtand projected cash flow from s
collateral, economic conditions and other facttrthe performance of a security with a credit reseis more favorable than forecaste
portion of the amount designated as credit reserag be accreted into interest income over time VE€wsely, if the performance of a secu
with a credit reserve is less favorable than fester the amount designated as credit reserve magcbeased, or impairment charges
write-downs of such securities to a new cost bamigd result.

With respect to interest rate swaps that have aehlzlesignated as hedges, any net payments undleiGtoations in the fair valt
of, such swaps will be recognized in current eaggin

Other Comprehensive Income (Losspther comprehensive income (loss) is comprised gmilynof income (loss) from changes
value of the Compang’ available for sale securities, and the impactieferred gains or losses on changes in the fairevaf derivativ
contracts hedging future cash flows.

Employee Benefits PlarsThe Company sponsors a defined contribution itae “Plan”)for all eligible domestic employees. 1
Plan qualifies as a deferred salary arrangemergru@dction 401(k) of the Internal Revenue Code. Campany made no contributions to
Plan for the three months ended March 31, 2012284d.

Stock Based CompensatierCompensation expense for equity based awards aoll stsued for services are recognized ove
vesting period of such awards and services, baged the fair value of the stock at the grant date.

Income Taxes- The Company operates so as to qualify as a RElTemutite 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 tBistribution of the remaining balance may extendiluimely filing of the Companys tay
return in the subsequent taxable year. Qualifyistridutions of taxable income are deductible BRET in computing taxable income.

HC and NYMF are TRSs and therefore subject to fldemd state income taxes. Accordingly, deferredatssets and liabilities ¢
recognized for the future tax consequences ataiidatto differences between the financial statencantying amounts of existing assets
liabilities and their respective tax base upon dhange in tax status. Deferred tax assets anditiebiare measured using enacted tax
expected to apply to taxable income in the yearwhich those temporary differences are expectebetoecovered or settled. The effec
deferred tax assets and liabilities of a changexrates 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, preseaeddisclosed 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 whettihe 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 thanthat they will be sustained. ASC 740 was appliedll open taxable years as of the effec
date. Managemerst’determinations regarding ASC 740 may be subjeottiew 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 andomputed by dividing net income available to com
stockholders by the weightenkerage number of shares of common stock outstgrfdinthe period. Diluted earnings per share réslehe
potential dilution that could occur if securities @her contracts to issue common stock were exegicor converted into common stocl
resulted in the issuance of common stock that giamned in the earnings of the Company.
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A Summary of Recent Accounting Pronouncementsv#l
Transfers and Servicing (ASC 860)

In April 2011, the FASB issued ASU No. 2011-03ansfers and Servicing (Topic 860): Reconsideratid Effective Control fc
Repurchase Agreemer. ASU 2011-03 is intended to improve financial ngjmg of repurchase agreements (“repcasifl 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 iramge 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&50, Transfers and Servicingprescribe
when an entity may or may not recognize a sale tiperransfer 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 effectiate dEarly adoption is not permitted. The adoptbASU 201103 did not have an effect on «
financial condition, results of operations and ktisares.

Fair Value Measurements (ASC 8.

In May 2011, the FASB issued ASU No. 2011-64jr Value Measurements (Topic 820): Amendmentadlneve Common F¢
Value Measurement and Disclosure Requirements irGBBP and International Financial Reporting Standsu(* IFRS ). ASU 201164
represents the converged guidance of the FASB lemdlASB (the “Boards”pn fair value measurements. The collective effoftthe Board
and their staffs, reflected in ASU 2004 have resulted in common requirements for m@agdair value and for disclosing information ak
fair value measurements, including a consistentningaof the term “fair value. The Boards have concluded the common requiremeitii
result in greater comparability of fair value measnents presented and disclosed in financial sttésmprepared in accordance with G/
and IFRS. The amendments in this ASU are requodtktapplied prospectively, and are effective fiderim and annual periods beginning ¢
December 15, 2011. The adoption of ASU 2@#1did not affect our financial condition or resutif operations but required us to add additi
disclosures.

Balance Sheet (ASC 21

In December 2011, the FASB issued ASU No. 2011Hi4closures about Offsetting Assets and LiabilitieBhe update requir
new disclosures about balance sheet offsettingraladed arrangements. For derivatives and finarasakets and liabilities, the amendm
require disclosure of gross asset and liability anmt®, amounts offset on the balance sheet, and rimisubject to the offsetting requirem
but not offset on the balance sheet. The guidameéféctive January 1, 2013 and is to be appliedspectively. The adoption of ASU 2011-
will have an effect on our disclosures but we dbexpect the adoption to have an effect on oumfifed condition or results of operations.
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2. Investment Securities Availabledf Sale

Investment securities available for sale consisheffollowing as of March 31, 2012 (dollar amouintshousands):

Amortized Unrealized Unrealized Carrying
Costs Gains Losses Value
Agency RMBS $ 136,95¢ $ 2521 $ (8,337 $ 131,14(
CMBS 21,08( 492 (632 20,94:
Non-Agency RMBS 4,54¢ — (996, 3,552
CLOs 10,94: 15,447 — 26,38
Total $ 173,52t $ 18,46: $ (9,965 $ 182,02:

Included in investment securities available foesale our Agency 10s. Agency IOs are measurediratdlue through earnings a
consist of the following as of March 31, 2012 (dolhmounts in thousands):

Amortized Unrealized Unrealized Carrying
Costs Gains Losses Value
Interest only securities included in Agency RMBS:
Federal National Mortgage Association (“Fannie M) $ 30,62¢ $ 41€¢ $ (3,980 $ 27,06«
Federal Home Loan Mortgage Corporation (“Fredd
Mac”) 19,56¢ 11€ (2,262 17,41¢
Government National Mortgage Association (“Ginn
Mae”") 23,78¢ 43¢ (2,040 22,18:
Total $ 73,977 $ 97C $ (8,282 $ 66,66

Investment securities available for sale consisheffollowing as of December 31, 2011 (dollar amtsun thousands):

Amortized Unrealized Unrealized Carrying
Costs Gains Losses Value
Agency RMBS $ 139,63¢ $ 2321 $ (9,509 $ 132,45
CMBS 42,22 12¢ (1,164 41,18¢
Non-Agency RMBS 5,15¢ — (1,211 3,94t
CLOs 10,26: 12,49: — 22,75¢
Total $ 197,27¢ $ 14,94¢  $ (11,884 $ 200,34.

Included in investment securities available foesale our Agency 10s. Agency |IOs are measurediratdbue through earnings a
consist of the following as of December 31, 201dli& amounts in thousands):

Amortized Unrealized Unrealized Carrying
Costs Gains Losses Value
Interest only securities included in Agency RMBS:
Fannie Mae $ 31,07¢ $ 49C % (3,908 $ 27,66
Freddie Mac 19,477 14z (2,554 17,06¢
Ginnie Mae 21,65¢ 304 (3,004 18,95¢
Total $ 72,21. % 93¢ $ (9,466 $ 63,68:

During the three months ended March 31, 2012, tbmgany received total proceeds of approximately2 $tillion, realizing
approximately $1.1 million of loss from the saleimfestment securities available for sale. Durimg three months ended March 31, 2011
Company received total proceeds of approximatel $7illion, realizing approximately $2.2 million g@iofit before incentive fee to Harv
Capital Strategies LLC (“HCS"), from the sale of@stment securities available for sale.

Actual maturities of our available for sale sedastare generally shorter than stated contractadlinties (which range up to
years), as they are affected by the contractualf the underlying mortgages, periodic paymentsmepayments of principal. As of Ma
31, 2012 and December 31, 2011, the weighted aedifegof the Company available for sale securities portfolio was agprately 4.42 an
5.24 years.
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The following tables set forth the stated resefquisr of our investment securities available foresat March 31, 2012 (doll

amounts in thousands):

March 31, 2012

Agency RMBS
CMBS

Non-Agency RMBS
CLO

Total

More than
Less than 6 Months More than
6 Months To 24 Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
$ 67,95t $ 36,90 $ 26,28 % 131,14
— — 20,94 20,94
3,55¢ — — 3,55
26,38¢ — — 26,38¢
$ 97,89t $ 36,90( $ 4722¢ $ 182,02:

The following tables set forth the stated resetqosr of our investment securities available foresal December 31, 2011 (do

amounts in thousands):

December 31, 2011

Agency RMBS
CMBS

Non-Agency RMBS
CLO

Total

More than
Less than 6 Months More than
6 Months To 24 Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
$ 7498: $ 29,21( % 28,26« $ 132,45
— — 41,18¢ 41,18¢
3,94¢ — — 3,94¢
22,75t — — 22,75¢
$ 101,68: $ 29,21( $ 69,44¢ $ 200,34

The following table presents the Company's investnsecurities available for sale in an unrealizesk Ipositiorreported throug
OCl , aggregated by investment category and lengthinté that individual securities have been in a cardus unrealized loss positior
March 31, 2012 and December 31, 2011, respect{delyar amounts in thousands):

March 31, 2012

Agency RMBS
CMBS

Non-Agency RMBS
Total

December 31, 2011

Agency RMBS
CMBS

Non-Agency RMBS
Total

Less than 12 Months Greater than 12 months Total
Gross Gross Gross
Unrealized Carrying Unrealized Carrying Unrealized
Losses Value Losses Value Losses
$ 55 $ — $ — $ 20,30¢ $ 55
632 — — 14,45: 63z
— 3,565¢ 99¢€ 3,55¢ 99¢€
$ 687 $ 3,55 $ 99€ $ 38,31 $ 1,68:
Less than 12 Months Greater than 12 months Total
Gross Gross Gross
Unrealized Carrying Unrealized Carrying Unrealized
Losses Value Losses Value Losses
$ 43 $ — $ — % 13,71¢  $ 43
1,164 — — 13,39¢ 1,16¢
— 3,94¢ 1,211 3,94¢ 1,211
$ 1,207 $ 3,94« 3 1211 % 31,05¢ $ 2,41¢

For the three months ended March 31, 2012, the @agndid not have unrealized losses in investmerurgees that were deem
other-than-temporary. For the year ended Decembe2@®L1, the Company recognized a $0.3 million sthantemporary impairment throu



earnings.
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3. Residential Mortgage Loans Held Securitization Trusts and Real Estate Owned

Residential mortgage loans held in securitizatimsts (net) consist of the following at March 3012 and December 31, 20
respectively (dollar amounts in thousands):

March 31, December 31,
2012 2011
Mortgage loans principal amount $ 202,50 $ 208,93¢
Deferred origination costs — net 1,28¢ 1,313
Reserve for loan losses (2,979 (3,33])
Total $ 200,80¢ $ 206,92

Allowance for Loan losses Fhe following table presents the activity in then@many's allowance for loan losses on reside
mortgage loans held in securitization trusts ferttiree months ended March 31, 2012 and 2011, ctsgly (dollar amounts in thousands):

Three Months Ended March 31,

2012 2011
Balance at beginning of period $ 3331 % 2,58¢
Provisions for loan losses 21C 42F
Transfer to real estate owned (435 —
Charge-offs (127 (434
Balance at the end of period $ 297¢ % 2,58(

On an ongoing basis, the Company evaluates theuadg®f its allowance for loan losses. The Compsiajfowance for loan loss
at March 31, 2012 was $3.0 million, representing bdsis points of the outstanding principal balasiceesidential loans held in securitizat
trusts as of March 31, 2012, as compared to 158 paits as of December 31, 2011. As part of thenfanys allowance for loan adequs
analysis, management will assess an overall lefvallowances while also assessing credit lossesratit in each noperforming residenti
mortgage loan held in securitization trusts. Thestgmates involve the consideration of various itnedlated factors, including but not limit
to, current housing market conditions, current ltawalue ratios, delinquency status, borrowextirrent economic and credit status and !
relevant factors.

Real Estate Owned Fhe following table presents the activity in thenganys real estate owned held in residential securitin
trusts for the three months ended March 31, 2082t year ended December 31, 2011, respectivelliatthmounts in thousands):

March 31, December 31,
2012 2011
Balance at beginning of period $ 454 3 74C
Write downs (20 (87)
Transfer from mortgage loans held in securitizatiosts 88:< 69¢
Disposal — (897)
Balance at the end of period $ 1317 $ 454

Real estate owned held in residential securitipatiasts are included in receivables and othertsissethe balance sheet and v
downs are included in provision for loan lossethistatement of operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held iden@$al securitization trusts are pledged as aaitdtfor the
Residential CDOs issued by the Company. As of M&t, 2012 and December 31, 2011, the Compangt investment in the residen
securitization trusts, which is the maximum amaafrthe Companys investment that is at risk to loss and represetslifference between 1
carrying amount of the loans and real estate oveddin residential securitization trusts and theant of Residential CDOs outstanding,
$7.4 million and $7.6 million, respectively.
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Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of March 31, 2012, we had 37 delinquent loanth\&h aggregate principal amount outstanding of@pmately $20.1 milliol
categorized as Residential Mortgage Loans HeldetuStization Trusts (net). Of the $20.1 milliondelinquent loans, $15.8 million, or 7¢
are currently under some form of modified paymdahpThe table below shows delinquencies in outfplio of residential mortgage loa
held in securitization trusts, including real estatvned through foreclosure (REO), as of March 2012 (dollar amounts in thousands):

March 31, 2012

Number of

Delinquent Total % of Loan
Days Late Loans Dollar Amount Portfolio
30-60 3 $ 1,09¢ 0.54%
61-90 1 $ 254 0.12%
90+ 33 $ 18,73 9.1€%
Real estate owned through foreclosure 5 $ 1,97¢ 0.9€%

As of December 31, 2011, we had 38 delinquent lomitls an aggregate principal amount outstandingambroximately $21
million categorized as Residential Mortgage LoaesdHn Securitization Trusts (net). Of the $21.0iom in delinquent loans, $18.0 million,
86%, are currently under some form of modified pagtrplan. The table below shows delinquencies mpautfolio of residential mortga
loans held in securitization trusts, including reakate owned through foreclosure (REO), as of Déee 31, 2011 (dollar amounts
thousands):

December 31, 2011

Number of

Delinquent Total % of Loan
Days Late Loans Dollar Amount Portfolio
30-60 2 $ 517 0.25%
61-90 1 $ 37¢ 0.16%
90+ 35 $ 20,13¢ 9.61%
Real estate owned through foreclosure 3 $ 65€ 0.31%
4. Multi-Family Mortgage Loans Heldn Securitization Trust

On December 30, 2011, the Company had acquired 100%e privately placed first loss security of tKe03 Series in tt
secondary market for approximately $21.7 milliomieth was accounted for as an available for salestmaent security at December 31, 2
Based on a number of factors, including our actjaision January 4, 2012 of a 7.5% ownership intéreRiverBanc, an external manage
the Company, and certain servicing rights for th@XSeries, we determined that we were the prirbaneficiary of the K83 Series and ha
consolidated the K-03 Series and related debtreéaténcome and expense in our financial statermesnts January 4, 201Zhe Company dor
not have any claims to the assets (other thandgberity represented by our first loss piece) oigattions for the liabilities of the K3 Series
The Company has elected the fair value option eraisets and liabilities held within theO®-Series, which requires that changes in valug
in the assets and liabilities of the(8- Series will be reflected in the Company's statenof operations. The Company recorded an unez
gain of $2.0 million on the multi-family loans a@DO debt within the securitization trust.

Net assets and liabilities of the 3 Series, recorded at fair value at January 42 2@hsists of the following (dollar amounts
thousands):

Multi-family mortgage loans held in securitizatitrast (net) $ 1,139,57
Receivables 5,097
Multi-family collateralized debt obligations (1,117,89)
Accrued expenses (5,097
Net Investmen $ 21,68:
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The condensed balance sheet of the consolidate®i Befies at March 31, 2012 is as follows (dollaoants in thousands):

March 31,

Assets 2012
Multi-family mortgage loans held in securitizatitrast $ 1,155,18:
Receivables 5,097

Total Assets $ 1,160,28!
Liabilities & Equity
Multi-family collateralized debt obligations $ 1,130,85.
Accrued expenses 5,09
Equity 24,33:

Total Liabilities & Equity $ 1,160,28I

The condensed statement of operations of the ddiasedl K-03 Series for the three months ended Matgt2012 is as follows
(dollar amounts in thousands):

Three Months

Ended
Statement of Operations March 31, 2012
Interest income $ 12,20(
Interest expense 11,57«
Net interest income 62€
Unrealized gain on multi-family loans held in seétimation trust 2,022
Net Income $ 2,64¢

5. Variable Interest Entities

The Company has evaluated its real estate debstimesmts to determine whether they are a VIE. AdMafch 31, 2012 ar
December 31, 2011, the Company identified intersfsur entities which were determined to be VIBased on managemestnalysis, tt
Company is not the primary beneficiary of two ahcee of the identified VIEs, at March 31, 2012 &etember 31, 2011, respectively, sin
(i) does not have the power to direct the actigitieat most significantly impact the ViEeconomic performance; and (ii) does not hav
obligation to absorb the losses of the VIE or tightrto receive the benefits from the VIE, whictulmbbe significant to the VIE. According
these VIEs are not consolidated into the Compaiiny&scial statements as of March 31, 2012 and Déeerd1, 2011.

As of March 31, 2012, the Compasytwo identified variable interests in a VIE tha¢ aot consolidated are investment secu
with a fair value of $20.9 million, which is our ximum exposure to loss. As of December 31, 2014 Gbhmpanys three identified variak
interests in a VIE that are not consolidated avestment securities with a fair value of $41.2 imil] which is our maximum exposure to It
The Company has accounted for these investmentisesas available for sale securities at faiuealwith unrealized gains and losses rep
in OCI. The investment securities consist primamly first loss principal only strips from Freddie a@l Multi-Family K-Series CMB:
securitizations.

The Company has identified two entities that it Hatermined that it has a variable interest in B ®hd for which it is the prima
beneficiary and has a controlling financial intéré3ne entity is an investment in a limited liatyilcompany that has provided a loan
borrower that is secured by commercial propertye Tdan is for $2.5 million and the limited liabjlitompany has been consolidated intc
Company'’s financial statements. The loan was pé#icdw April 5, 2012. The other entity consists ofilt-family mortgage loans held ir
securitization trust that the Company consolidatedng the three months ended March 31, 2012. OCee®éer 30, 2011, the Company
acquired 100% of the privately placed first lossusity of the K-03 Series in the secondary marketapproximately $21.7 milliorBased on
number of factors, including our acquisition on uay 4, 2012 of a 7.5% ownership interest in Risr® an external manager to
Company, and certain servicing rights for the K&&ies, we determined that we were the primary fimagy of the K03 Series and ha
consolidated the K-03 Series and related debtrdaténcome and expense in our financial statemestsf January 4, 2012 . The(d8- Serie
consists of multi-family mortgage loans held inegwwitization trust and Multkamily CDOs in the amount of $1.2 billion and $billion at
March 31, 2012, respectively. The Company doesawe any claims to the assets (other than theigeoepresented by our first loss piece
obligations to the liabilities of the K-03 Seridhe Company’s maximum exposure to loss from th@3KSeries is its carrying value of $2
million as of March 31, 2012, which represents@menpany's investment in the K-03 Series.
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6. Investment in Limited Partnersip

The Company has a naontrolling, unconsolidated limited partnershipeirgst in an entity that is accounted for using ehaity
method of accounting. Capital contributions, dsitions, and profits and losses of the entity #iccated in accordance with the terms of
limited partnership agreement. The Company owng/d@® the equity of the limited partnership, but has decisionrmaking powers, ar
therefore does not consolidate the limited partriprsOur maximum exposure to loss in this variahbterest entity is $5.0 million and $!
million at March 31, 2012 and December 31, 201&peetively. During the third and fourth quarters26fL0, HC invested, in exchange
limited partnership interests, $19.4 million inghimited partnership that was formed for the psgp®f acquiring, servicing, selling
otherwise disposing of firdien residential mortgage loans. The pool of mayggkbans was acquired by the partnership at afgignt discour
to the loans’ unpaid principal balance.

At March 31, 2012 and December 31, 2011, the Compead an investment in this limited partnership$éfl million and $8.
million, respectively. For the three months endedréhh 31, 2012 and 2011, the Company recognizedriaciopom the investment in limit
partnership of $0.4 million and $0.8 million, respeely. For the three months ended March 31, 284d 2011, the Company recei
distributions from the investment in limited pantst@ip of $4.0 million and $2.8 million, respectiyel

The condensed balance sheets of the investmeintited partnership at March 31, 2012 and DecembeRB11, respectively, are
follows (dollar amounts in thousands):

March 31, December 31,

Assets 2012 2011
Cash $ 1,08: $ 1,15¢
Mortgage loans held for sale (net) 3,99: 6,91¢
Other assets 97 661

Total Assets $ 517: $ 8,73
Liabilities & Partners’ Equity
Other liabilities $ 141 $ 20¢€
Partners’ equity 5,032 8,52

Total Liabilities & Partners’ Equity $ 517: $ 8,73:

The condensed statements of operations of thetimees in limited partnership for the three monthdedl March 31, 2012 and
2011, respectively, are as follows (dollar amoumthousands):

Three Months Ended March 31,

Statement of Operations 2012 2011
Interest income $ AR 40¢
Realized gain 275 60€
Total Income 491 1,01«
Other expenses (127) (230)
Net Income $ 37C $ 784
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7. Derivative Instruments and Hedgg Activities

The Company enters into derivative instruments anage its interest rate risk exposure. These damvanstruments incluc
interest rate swaps and futures. The Company nmsyy/ @lrchase or short TBAs and U.S. Treasury séesiripurchase put or call options
U.S. Treasury futures or invest in other types oftgage derivative securities.

The following table presents the fair value of dative instruments held in our Agency 10 portfotitat were not designated
hedging instruments and their location in the Comyp& condensed consolidated balance sheets at Marck022 and December 31, 2C
respectively (dollar amounts in thousands):

Derivatives Not Designated March 31, December 31,
as Hedging Instruments Balance Sheet Location 2012 2011
TBA securities Derivative assets $ 24405 $ 207,89:
Options on U.S. Treasury futures Derivative assets 141 327
U.S. Treasury futures Derivative assets 717 —
U.S. Treasury futures Derivative liabilities — 56€
Eurodollar futures Derivative liabilities 2,871 1,74¢

The tables below summarize the activity of derivatinstruments not designated as hedges for tlee tmonths ended March
2012 and 2011, respectively (dollar amounts in saoals):

Notional Amount For the Three Months Ended March 31 2012

Settlement,
Derivatives Not Designated December 31, Expiration
as Hedging Instruments 2011 Additions or Exercise March 31, 2012
TBA securities $ 202,00 $ 295,000 $ (260,000 $ 237,00(
U.S. Treasury futures (92,800 242,20( (297,500 (148,100
Short sales of Eurodollar futures (2,422,000 277,00( (327,000 (2,472,000
Options on U.S. Treasury futures 199,50( 327,00( (391,500 135,00(

Notional Amount For the Three Months Ended March 31 2011

Settlement,
Derivatives Not Designated December 31, Expiration
as Hedging Instruments 2010 Additions or Exercise March 31, 2011
TBA securities $ —  $ 8,00C $ (2,000 $ 6,00(
U.S. Treasury futures — 22,00( (99,000 (77,000

The TBAs in our Agency IO portfolio are accounted &t fair value with both realized and unrealizeihs and losses includec
other income (expense) in our condensed consotiddtgements of operations. The use of TBAs expthee€ompany to market value risk
the market value of the securities that the Compamgquired to purchase pursuant to a TBA tratisachay decline below the agreager
purchase price. Conversely, the market value of#uairities that the Company is required to selépant to a TBA transaction may incre
above the agreed upon sale price. For the threehm@nded March 31, 2012, we recorded net realjzéas of $3.3 million and unrealiz
losses of $2.3 million. For the three months enkedch 31, 2011, we recorded realized losses of $38Bunrealized losses of $66,000
March 31, 2012 our condensed consolidated balameet sncludes TBAelated liabilities of $245.3 million included irapable for securitie
purchased. Open TBA purchases and sales involWiagsame counterparty, same underlying deliverabte the same settlement date
reflected in our consolidated financial statememts net basis.

The Eurodollar futures in our Agency 1O portfoliceaaccounted for at fair value with both realized anrealized gains and los
included in other income (expense) in our condertgatsolidated statements of operations. For theetimonths ended March 31, 2012,
recorded net realized losses of $41,000 and nefalined losses of $1.1 million in our Eurodollatuites contracts. The Eurodollar futt
consist of 2,472 contracts with expiration datexyinag between June 2012 and September 2014. Thereewo realized or unrealized gain
losses from Eurodollars for the same period in 2011

The U.S. Treasury futures and options in our Agel@@portfolio are accounted for at fair value whbth realized and unrealiz
gains and losses included in other income (expansa)r condensed consolidated statements of dpasat-or the three months ended M
31, 2012, we recorded net realized losses of $lllibmand unrealized gains of $1.3 million. Thesere no realized or unrealized gain:
losses from U.S. Treasury futures and optionsHersame period in 2011.
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The following table presents the fair value of dafive instruments designated as hedging instrusnant their location in tl
Company’s condensed consolidated balance shetarah 31, 2012 and December 31, 2011, respect{deljar amounts in thousands):

Derivatives Designated March 31, December 31,
as Hedging Instruments Balance Sheet Location 2012 2011
Interest Rate Swaps Derivative liabilities $ 19 $ 304

The following table presents the impact of the Camps derivative instruments on the Companyaccumulated oth
comprehensive income (loss) for the three montdgémarch 31, 2012 and 2011, respectively (dolapants in thousands):

Three Months Ended March 31,

Derivatives Designated as Hedging Instruments 2012 2011
Accumulated other comprehensive income (loss) évivdtive instruments:

Balance at beginning of the period $ (304 $ (1,087)
Unrealized gain on interest rate swaps 111 26C
Balance at end of the period $ (193 $ (827)

The Company estimates that over the next 12 moaihsioximately $0.2 million of the net unrealizeddes on the interest r
swaps will be reclassified from accumulated otf@nprehensive income (loss) into earnings.

The following table details the impact of the Comyga interest rate swaps included in interest expéorsthe three months enc
March 31, 2012 and 2011, respectively (dollar ant®imthousands):

Three Months Ended March 31,
2012 2011

Interest Rate Swaps:
Interest expense-investment securities $ 12¢  $ 28C

The Companys interest rate swaps are desighated as cash Bdgek against the benchmark interest rate riskcia$sd with it:
short term repurchase agreements. There were t® icasirred at the inception of our interest ratayss, under which the Company agres
pay a fixed rate of interest and receive a variaiikrest rate based on one month LIBOR, on thnakt amount of the interest rate swaps.
Company’s interest rate swap notional amounts asedbon an amortizing schedule fixed at the stae dof the transaction.

The Company documents its riskanagement policies, including objectives and styias, as they relate to its hedging activities
upon entering into hedging transactions, documethts relationship between the hedging instrument dhd hedged liabilit
contemporaneously. The Company assesses, botltetion of a hedge and on an on-going basis, whaihanot the hedge ishighly
effective” when using the matched term basis.

The Company discontinues hedge accounting on goectise basis and recognizes changes in the féirevilarough earning
when: (i) it is determined that the derivativen longer effective in offsetting cash flows of ediged item (including forecasted transactic
(i) it is no longer probable that the forecastemhsaction will occur; or (iii) it is determinedathdesignating the derivative as a hedge
longer appropriate. The Company’s derivative insients are carried on the Companipalance sheet at fair value, as assets, if thieivalue
is positive, or as liabilities, if their fair value negative. For the Company’s derivative instrateghat are designated as “cash flow hedges,
changes in their fair value are recorded in accatadl other comprehensive income (loss), providatttie hedges are effective. A chanc
fair value for any ineffective amount of the Companderivative instruments would be recognized inniegs. The Company has |
recognized any change in the value of its existegivative instruments designated as cash flow égdgrough earnings as a resul
ineffectiveness of any of its hedges.
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The following table presents information about @@mpanys interest rate swaps as of March 31, 2012 and Dieee31, 201
respectively (dollar amounts in thousands):

March 31, 2012 December 31, 2011
Weighted Average Weighted Average
Notional Fixed Pay Notional Fixed Pay
Maturity (1) Amount Interest Rate Amount Interest Rate
Within 30 Days $ 13C 29% $ 14,93( 3.02%
Over 30 days to 3 months 25C 2.9 26C 2.9¢
Over 3 months to 6 months 37C 2.9 38C 2.9
Over 6 months to 12 months 8,82( 2.9 81C 2.9¢
Over 12 months to 24 months — 8,38( 2.9¢
Total $ 9,57( 292% $ 24,76( 2.9%

(1) The Company enters into scheduled amortizing istergte swap transactions whereby the Company adiped rate of interest a
receives one month LIBOR.

Interest Rate Swaps, Futures Contracts and TBRse-use of interest rate swaps (“SwapxXposes the Company to counterg
credit risks in the event of a default by a Swapnterparty. If a counterparty defaults under thpliapble Swap agreement, the Company
be unable to collect payments to which it is eaditunder its Swap agreements, and may have difficdllecting the assets it pledgec
collateral against such Swaps. The Company cuyrdrdk in place with all outstanding Swap countdigsrbilateral margin agreemei
thereby requiring a party to post collateral to @empany for any valuation deficit. This arrangemisnintended to limit the Comparsy’
exposure to losses in the event of a counterpafiyudt.

The Company is required to pledge assets underlatdsal margin arrangement, including either cashAgency RMBS, &
collateral for its interest rate swaps, futurestm@mis and TBAs, whose collateral requirements wgrgounterparty and change over time b
on the market value, notional amount, and remaiteéngp of the agreement. In the event the Companypable to meet a margin call under
of its agreements, thereby causing an event ofutteda triggering an early termination event undee of its agreements, the counterpar
such agreement may have the option to terminatef @llich counterpartg’outstanding transactions with the Company. Inteag under thi
scenario, any close-out amount due to the countgrppon termination of the counterpagytransactions would be immediately payable b
Company pursuant to the applicable agreement. Cdmepany believes it was in compliance with all niamgquirements under its agreem
as of March 31, 2012 and December 31, 2011. Thepaagnhad $13.4 million and $9.1 million of resteidtcash related to margin postec
its agreements as of March 31, 2012 and Decemhe&(31, respectively. The restricted cash heldhby parties is included in receivables
other assets in the accompanying condensed coataithalance sheets.
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8. Financing Arrangements, Portfolithvestments

The Company has entered into repurchase agreeméhtthird party financial institutions to finanéts investment portfolio. Tt
repurchase agreements are shemta borrowings that bear interest rates typichiged on a spread to LIBOR, and are secured Igetheaitie
which they finance. At March 31, 2012, the Comphayg repurchase agreements with an outstandingdsatz $118.4 million and a weigh
average interest rate of 1.30%. As of December281,1, the Company had repurchase agreements withu@tanding balance of $11
million and a weighted average interest rate oflt@%7 At March 31, 2012 and December 31, 2011, #ssimpledged by the Company
collateral for repurchase agreements had estinfatedalues of $145.2 million and $129.9 milliorespectively. All outstanding borrowir
under our repurchase agreements mature within 6. das of March 31, 2012, the average days to ritptior all repurchase agreements
18 days.

The follow table summarizes outstanding repurctageement borrowings secured by portfolio investmes of March 31, 20.
and December 31, 2011, respectively (dollar amoinntsousands):

Repurchase Agreements by Counterparty

March 31, December 31,

Counterparty Name 2012 2011

Cantor Fitzgerald, L.P. $ 11,46(C $ 9,22t
Credit Suisse First Boston LLC 10,42( 11,147
Jefferies & Company, Inc. 28,38: 18,38(
JPMorgan Chase & Co. 45,34« 49,22¢
South Street Securities LLC 22,77¢ 24,69¢
Total Financing Arrangements, Portfolio Investments $ 118,38! $ 112,67

As of March 31, 2012, the outstanding balance underepurchase agreements was funded at an advatecef 84% that implic
an average haircut of 16%. The weighted averagiecUta related to our repurchase agreement financing doother Agency RMBS, Agen
I0s, CLOs and CMBS was approximately 6%, 25%, 35%h 20%, respectively, for a total weighted averdgercut” of 16%. The amount
risk for Credit Suisse First Boston LLC, South 8tr8ecurities LLC, Jefferies & Company, Inc., Carftidzgerald, L.P., and JPMorgan Ch
& Co. are $0.8 million, $1.0 million, $5.8 millio$5.8 million and $13.4 million, respectively.

In the event we are unable to obtain sufficientrsterm financing through repurchase agreements arwike, or our lenders st
to require additional collateral, we may have tpidate our investment securities at a disadvantagyéme, which could result in losses.
losses resulting from the disposition of our inwestit securities in this manner could have a matadieerse effect on our operating results
net profitability.

As of March 31, 2012, the Company had $8.9 milliorcash and $36.9 million in unencumbered investnsecurities to me
additional haircut or market valuation requiremeimsluding $17.0 million of RMBS, of which $13.4ilion are Agency RMBS. The $€
million of cash and the $17.0 million in RMBS (whiccollectively, represents 22% of our financingaagements, portfolio investments)
liguid and could be monetized to pay down or cellalize the liability immediately. There is also atditional $11.6 million held in overnic
deposits in our Agency 1O portfolio included in treted cash that is available to meet margin cadist relates to our Agency 10 portfc
repurchase agreements.

9. Residential Collateralized Delédbligations

The Company’s Residential CDOs, which are recoraediabilities on the Comparg/’balance sheet, are secured by ARM |
pledged as collateral, which are recorded as ass#te Company. As of March 31, 2012 and Decer3fie011, the Company had Reside
CDOs outstanding of $194.8 million and $199.8 moiili respectively. As of March 31, 2012 and Decengr2011, the current weigh
average interest rate on these CDOs was 0.62%.886&0respectively. The Residential CDOs are aaiidized by ARM loans with a princig
balance of $202.5 million and $208.9 million at letar31, 2012 and December 31, 2011, respectivelg. Gbmpany retained the owner t
certificates, or residual interest for three sdiaiions, and, as of March 31, 2012 and Decemler2811, had a net investment in
residential securitizations trusts of $7.4 millimd $7.6 million, respectively.
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10. Multi-Family Collateralized DebtObligations

The Company’s Multi-Family CDOs, which are recordgedliabilities on the Company’s balance sheetsaweired by multiamily
mortgage loans pledged as collateral, which arerded as assets of the Company. As of March 312,20 Company had Multamily
CDOs outstanding of $1.1 billion. As of March 31012, the current weighted average interest rat¢these CDOs was 5.41%. The Multi-
Family CDOs are collateralized by muléimily mortgage loans with a principal balance ©f2Zbillion at March 31, 2012. The Company h
net investment in the multi-family securitizatiangst of $24.3 million.

11. 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 opard® a result, we have reported revenues and eggerelated to the segment
discontinued operation for all periods presenteth@yaccompanying condensed consolidated finastééments. Certain assets, such a
deferred tax asset, and certain liabilities, suschubordinated debentures and liabilities relatddase facilities not sold, are part of our ong
operations and accordingly, we have not includesbéhitems as part of the discontinued operatiosetssand liabilities related to -
discontinued operation are $4.0 million and $0.8iom, respectively, at each of March 31, 2012 &etember 31, 2011, and are include
receivables and other assets and accrued expersesher liabilities in the condensed consoliddiathnce sheets.

Statements of Operations Data

The statements of operations of the discontinuentatjpn for the three months ended March 31, 2022911, respectively, are
follows (dollar amounts in thousands):

Three Months Ended March 31,

2012 2011
Revenues $ 37 $ 44
Expenses 46 49
Loss from discontinued operations — net of tax $ 9 $ (5)

12. Commitments and Contingencies

Loans Sold to Third Parties Fhe Company sold its discontinued mortgage lenbimginess in March 2007. In the normal cours
business, the Company is obligated to repurchemeslbased on violations of representations andawtes in the loan sale agreements.
Company did not repurchase any loans during theetimonths ended March 31, 2012. At March 31, 2@i&,Company had a reserve
approximately $0.3 million.

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

of March 31, 2012, the Company does not believeahg of its current legal proceedings, individyadl in the aggregate, will have a mate
adverse effect on its operations, financial coonditr cash flows.
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13. Concentrations of Credit Risk

At March 31, 2012 and December 31, 2011, there wexgraphic concentrations of credit risk exceedifg of the total los

balances as follows:

March 31, December 31
Residential mortgage loans held in securitizationrtists and real estate owned held in
residential securitization trusts: 2012 2011
New York 37.8% 37.5%
Massachusetts 25.1% 24.€%
New Jerse! 9.1% 9.2%
Florida 5.0% 5.7%
Connecticut 5.0% 5.1%
March 31, December 31
CMBS investments and multi-family mortgage loans hié in securitization trust: 2012 2011
Texas 14.5% 14.2%
California 9.3% 9.3%
New York 7.2% 7.2%
Georgia 6.7% 6.7%
Washington 6.3% 6.2%
Florida 5.5% 5.5%
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14. Fair Value of Financial Instrumeng

The Company has established and documented predessetermining 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 vadudtierarchy 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, eitheectly or indirectly, for substantially the fukttm 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 pams to the valuation hierarchy .

a. Investment Securities Available for Sale (RM- Fair value for the RMBS in our portfolio is basadquoted prices provid
by dealers who make markets in similar financiatimments. The dealers will incorporate common mrtapkicingmethods
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 regsonably available from a dealer, the securitybeilreclassified as a Level
security and, as a result, management will detegrttie fair value based on characteristics of tioargly that the Compat
receives from the issuer and based on availabl&kehanformation. Management reviews all prices ugedleterminini
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 Compsiiipvestment 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 (CMI — As the Company CMBS investments are comprised of securitie
which there are not substantially similar secusitieat trade frequently, the Company classifiesahsecurities as Level 3 1
values. Fair value of the CompasyCMBS investments is based on an internal valoatiodel that considers expected «
flows from the underlying loans and yields requitgdmarket participants. The significant unobselwabputs used in tt
measurement of these investments are projecteddadgscertain identified loans within the pool ofihs and a discount re
The discount rate used in determining fair valumiporates default rate, loss severity and cumearket interest rates. T
discount rate ranges from 6.0% to 16.8%ignificant increases or decreases in these inpatdd result in a significant
lower or higher fair value measurement. We alsaiobtjuoted prices provided by dealers who make etarkn simila
financial instruments.

C. Multi-family mortgage loans held in securitization tr@isét) —Multi- family mortgage loans held in the securitizatiarstrar
recorded at fair value and classified as LeveliBvalues.Fair value is based on an internal valuation maldal conside!
expected cash flows from the underlying loans aeltly required by market participants. The sigaificunobservable inpt
used in the measurement of these investments sceutit rates. The discount rate used in determifaiingyalue incorporatt
default rate, loss severity and current marketr@sierates. The discount rate ranges from 3.8%8&6 We also obtai
quoted prices provided by dealers who make maiket$milar financial instruments. Significant ineses or decreases
these inputs would result in a significantly loveerigher fair value measurement.

d. Investment Securities Available for Sale (Cl— The fair value of the CLO notes was based on quptéms provided k
dealers who make markets in similar financial instents.

e. Investment Securities Available for S— The fair valueof other investment securities available for saleh as U.S. Treast
securities, are based on quoted prices providedehjers who make markets in similar financial istents and are typica
classified as Level 2 fair values.

f. Derivative Instrument— The fair value of interest rate swaps, options BBés are based on dealer quoteEhe fair value o
futures are based on exchange-traded prices. Thgw&mwy's derivatives are classified as Level 1 aeddl 2 fair values.
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g. Multi-family collateralized debt obligationsTFhe fair of multifamily collateralized debt obligations was basectontractue
cash payments and yields expected by market paatits. We also obtain quoted market prices provijedealers who ma
markets in similar securities.

The following table presents the Companjihancial instruments measured at fair value oacarrring basis as of March 31, 2
and December 31, 2011, respectively, on the Conipaondensed consolidated balance sheets (dollauat® in thousands):

Measured at Fair Value on a Recurring Basis
at March 31, 2012

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:
Agency RMBS — 3 131,14C $ — 3 131,14(
CMBS — — 20,941 20,941
Non-Agency RMBS — 3,552 — 3,552
CLO — 26,38¢ — 26,38¢
Multi-family mortgage loans held in securitization
trust — — 1,155,18: 1,155,18:
Derivative assets:
TBA securities — 244,057 — 244,057
Options on U.S. Treasury futures — 141 — 141
U.S. Treasury futures 717 — — 717
Total 717 % 405,27¢ $ 1,176,12: $ 1,582,12(
Liabilities carried at fair value:
Multi-family collateralized debt obligations — 3 — 3 1,130,85. $ 1,130,85.
Derivative liabilities:
Interest rate swaps — 19¢ — 19¢
Eurodollar futures 2,871 — — 2,871
Total 2,871 $ 19z $ 1,130,85. % 1,133,91!
Measured at Fair Value on a Recurring Basis
at December 31, 2011
Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:
Agency RMBS — 132,457 $ — $ 132,457
CMBS — — 41,18t 41,18t
Non-Agency RMBS — 3,94% — 3,94t
CLO — 22,75¢ — 22,75¢
Derivative assets:
TBA securities — 207,891 — 207,891
Options on U.S. Treasury futures — 327 — 327
Total — % 367,37 % 41,18 $ 408,56(
Liabilities carried at fair value:
Derivative liabilities:
Interest rate swaps — % 304 % — 3 304
U.S. Treasury futures 566 — — 566
Eurodollar futures 1,74¢ — — 1,749
Total 2,31 $ 304 $ — % 2,619
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The following table details changesatuation for the Level 3 assets for the three th®ended March 31, 2012 and 2011,
respectively (amounts in thousands):

Level 3 Assets:

Three Months Ended March 31,

2012 2011

Balance at beginning of period $ 41,18 $ —
Total gains (realized/unrealized)

Included in earning§) 19,24( —

Included in other comprehensive income 89¢ —
Purchases — —
Paydowns (3,240 —
Transferg?) 1,118,04. —
Balance at the end of period $ 1,176,12. $ —

(1)— Amounts included in interest income and unredligain.

(@ — Based on a number of factors, including our actiaision January 4, 2012 of a 7.5% ownership intéreRiverBanc, an external mana
to the Company, and certain servicing rights far Kr03 Series, we determined that we were the pyirbaneficiary of the K33 Series ar
have consolidated the K-03 Series and related debtest income and expense in our financial stategs as of January 4, 2012 .

The following table details changes in valuation fitee Level 3 liabilities for the three months edddarch 31, 2012 and 20:
respectively (amounts in thousands):

Level 3 Liabilities:

Three Months Ended March 31,

2012 2011

Balance at beginning of period $ — % —
Total gains (realized/unrealized)

Included in earning§) 16,20( —

Included in other comprehensive income — —
Purchases — —
Paydowns (3,240 —
Transferg?) 1,117,89. —
Balance at the end of period $ 1,130,85. $ —

(M- Amounts included in interest expense and unredigain.

(2 — Based on a number of factors, including our actiaision January 4, 2012 of a 7.5% ownership intéreRiverBanc, an external mana
to the Company, and certain servicing rights far Kr03 Series, we determined that we were the pyirbaneficiary of the K33 Series ar
have consolidated the K-03 Series and related debtest income and expense in our financial stategs as of January 4, 2012 .

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, lelthe Company believes its valuation methods ppeapriate and consistent with other ma
participants, the use of different methodologiesassumptions, to determine the fair value of @ertmancial instruments could result ii
different estimate of fair value at the reportirated The Company uses inputs that are current eaah reporting date, which may incli
periods of market dislocation, during which timecprtransparency may be reduced. This conditiamidceause the Compargyfinancia
instruments to be reclassified from Level 2 to Uesen future periods.
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The following table presents assets measured avdhie on a nomecurring basis as of March 31, 2012 and Decembe@11
respectively, on the condensed consolidated balsimeets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas
at March 31, 2012

Level 1 Level 2 Level 3 Total
Mortgage loans held for investment $ — 3 — 3 4,32 $ 4,32
Mortgage loans held for sale — included in discuured — — 3,76¢ 3,76¢
operations (net)
Residential mortgage loans held in securitizatiasts — — — 5,65E 5,65¢
impaired loans (net)
Real estate owned held in residential securitipattiosts — — 1,317 1,317
Assets Measured at Fair Value on a Non-Recurring Bas
at December 31, 2011
Level 1 Level 2 Level 3 Total
Mortgage loans held for investment $ — % — % 511 $ 5,11¢
Mortgage loans held for sale — included in discuured — — 3,78C 3,78C
operations (net)
Residential mortgage loans held in securitizatiasts — — — 6,51¢ 6,51¢
impaired loans (net)
Real estate owned held in residential securitipattiosts — — 454 454

The following table presents losses incurred feetsmeasured at fair value on a non-recurringlfasthe three months ended
March 31, 2012 and 2011, respectively, on the Cawygacondensed consolidated statements of opesafdwilar amounts in thousands):

Three Months Ended March 31,
2012 2011
Residential mortgage loans held in securitizatiasts — impaired loans (net) $ 21C $ 40~
Real estate owned held in residential securitipattiosts 2C —

Mortgage Loans Held for InvestmentThe Company mortgage loans held for investment are recordeaheortized cost le
specific loan loss reserves.

Mortgage Loans Held for Sale (net)The fair value of mortgage loans held for sale)(aet estimated by the Company based o
price that would be received if the loans were ssddvhole loans taking into consideration the aggped characteristics of the loans suc
but not limited to, collateral type, index, intereate, margin, length of fixed interest rate pdritife time cap, periodic cap, underwrit
standards, age and credit.

Residential Mortgage Loans Held in Securitizationsts — Impaired Loans (net) lsmpaired residential mortgage loans held ir
securitization trusts are recorded at amortized less specific loan loss reserves. Impaired ladneris based on managemsrdstimate of tt
net realizable value taking into consideration laoarket conditions of the distressed property,aipd appraisal values of the property
estimated expenses required to remediate the ietphian.

Real Estate Owned Held in Residential Securitirafiousts —Real estate owned held in the residential secatitia trusts ai
recorded at net realizable value. Any subsequguostadent will result in the reduction in carryinglue with the corresponding amount cha
to earnings. Net realizable value based on amatgi of disposal taking into consideration locafketconditions of the distressed prope
updated appraisal values of the property and etginexpenses required to sell the property.
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The following table presents the carrying value astimated fair value of the Compasyfinancial instruments at March 31, 2
December 31, 2011, respectively, (dollar amounthausands):

March 31, 2012 December 31, 2011
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value

Financial Assets:
Cash and cash equivalents $ 8,87t % 8,87t % 16,58¢ $ 16,58¢
Investment securities available for sale 182,02: 182,02: 200,34. 200,34.
Residential mortgage loans held in securitizatiasts

(net) 200,80¢ 178,07 206,92 182,97t
Multi-family mortgage loans held in securitizatitrast 1,155,18: 1,155,18: — —
Derivative assets 244,91! 244,91! 208,21¢ 208,21¢
Assets related to discontinued operation-mortgaged

held for sale (net) 3,76¢ 3,76¢ 3,78( 3,78(
Mortgage loans held for investment 4,32 4,328 5,11¢ 5,11¢
Receivable for securities sold — — 1,13 1,13
Financial Liabilities:
Financing arrangements, portfolio investments $ 118,38! $ 118,38! $ 112,67: $ 112,67
Residential collateralized debt obligations 194,76" 164,12: 199,76: 171,18
Multi-family collateralized debt obligations 1,130,85: 1,130,85: — —
Derivative liabilities 3,06¢ 3,06¢ 2,61¢ 2,61¢
Payable for securities purchased 245,29: 245,29: 228,30( 228,30(
Subordinated debentures 45,00( 34,42 45,00( 26,31¢

In addition to the methodology to determine the ¥ailue of the Compang’financial assets and liabilities reported at Vailue on
recurring basis and narecurring basis, as previously described, the Wihg methods and assumptions were used by the Qoyripaarriving
at the fair value of the Company’s other finangiatruments in the following table:

a. Cash and cash equivalentd€Estimated fair value approximates the carrying @alfisuch assets.

b. Residential mortgage loans held in securitizatiarsts (net) -Residential mortgage loans held in the securitizatiusts ar
recorded at amortized cost. Fair value is estimagidg pricing models and taking into consideratioa aggregated characteristics of grou)
loans such as, but not limited to, collateral tylmelex, interest rate, margin, length of fixeate period, life cap, periodic cap, underwri
standards, age and credit estimated using the astihmarket prices for similar types of loans.

c. Receivable for securities sol&Estimated fair value approximates the carrying @afisuch assets.

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

e. Residential collateralized debt obligationdThe fair value of these CDOs is based on discoucastl flows as well as mar
pricing on comparable obligations.

f. Payable for securities purchasedEstimated fair value approximates the carrying @aifisuch liabilities.

g. Subordinated debentures Fhe fair value of these subordinated debenturebased on discounted cash flows u
management’s estimate for market yields.
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15. Capital Stock and Earnings per Sha

The Company had 400,000,000 shares of common spagkyalue $0.01 per share, authorized with 144946 and 13,938,2
shares issued and outstanding as of March 31, @dd2December 31, 2011, respectively. As of March2®12 and December 31, 2011,
Company had 200,000,000 shares of preferred spacksalue $0.01 per share, authorized, with O shiaseied and outstanding. Of the com
stock authorized at March 31, 2012 and DecembeR@1], 1,131,751 shares and 1,154,992 sharescteghe were reserved for issual
under the Compang’'2010 Stock Incentive Plan. The Company issueq2237shares of common stock and 17,095 sharesnoimom stoc
during the three months ended March 31, 2012 atd,2@spectively.

The following table presents cash dividends dedldrg the Company on its common stock with respeatach of the quarte
periods commencing January 1, 2011 and ended Mdrch012:

Record Date

Payment Date

Cash
Dividend
Per Share

Period Declaration Date
First Quarter 2012 March 19, 2012
Fourth Quarter 2011 December 15, 2011
Third Quarter 2011 September 20, 2011
Second Quarter 2011 May 31, 2011
First Quarter 2011 March 18, 2011

@ Includes a $0.10 per share special dividend.

March 29, 2012
December 27, 2011
September 30, 2011

June 10, 2011

March 31, 2011
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April 25, 2012
January 25, 2012
October 25, 2011

June 27, 2011

April 26, 2011

0.2t
0.3t
0.2t
0.2z
0.1¢




The Company calculates basic net income per sharbvirling net income for the period by weightaderage shares of comn
stock outstanding for that period. Diluted net imeoper share takes into account the effect ofiddunhstruments, such as convertible prefe
stock, stock options and unvested restricted diopeance stock, but uses the average share pridddgeriod in determining the numbe
incremental shares that are to be added to thehtegigverage number of shares outstanding. There wemdilutive instruments for thr
months ended March 31, 2012 and 2011.

The following table presents the computation ofibasd dilutive net income per share for the pesiodiicated (dollar amounts
thousands, except per share amounts):

For the Three Months Ended March

31,
2012 2011

Numerator :

Net income— Basic $ 583¢ $ 2,51
Net income from continuing operations 5,84¢ 2,51¢
Net income from discontinued operations (net oj tax (9) (5

Net income— Dilutive 5,83¢ 2,51¢
Net income from continuing operations 5,84¢ 2,51¢
Net income from discontinued operations (net of tax $ 9 $ (5)

Denominator:

Weighted average basic shares outstanding 13,99¢ 9,43:

Weighted average dilutive shares outstanding 13,99¢ 9,43

EPS:

Basic EPS $ 04z $ 0.27
Basic EPS from continuing operations 0.4z 0.27
Basic EPS from discontinued operations (net of tax) — —

Dilutive EPS $ 04z $ 0.27
Dilutive EPS from continuing operations 0.4z 0.27

Dilutive EPS from discontinued operations (netaof)t —
16. Related Party Transactions
Management Agreements

On April 5, 2011, RBCM entered into a managememéagent with RiverBanc, pursuant to which RiverBpnavides investme
management services to RBCM. Under the terms oéfBi@ncs operating agreement, we may acquire up to 17.6%eolimited liability
company interests of RiverBanc, upon satisfyingaderfunding thresholds. As of March 31, 2012, wened 7.5% of the outstanding limi
liability company interests of RiverBanc, which wasquired on January 4, 2012. For the three moenided March 31, 2012, RBCM p
approximately $148,000 in fees to RiverBanc.

Pursuant to the terms of an advisory agreement @B, which was terminated on December 31, 20ELCthmpany will contint
to pay incentive compensation to HCS with respecalt assets of the Company that were, as of tfectdfe termination date, manag
pursuant to the advisory agreement (the “Incenfié Assets”)until such time as such Incentive Tail Assets aspabked of by the Company
mature. For the three months ended March 31, 20C& earned incentive compensation of $0.2 millis.of March 31, 2012, approximat
$33.3 million of the Company'’s assets constitutehtive Tail Assets.
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17. Income Taxes

At December 31, 2011, HC had approximately $59iomillof net operating loss carryforwards which mayused to offset futu
taxable income. The carryforwards will expire iredahrough 2029. The Internal Revenue Code plaedain limitations on the annual ama
of net operating loss carryforwards that can bkzatl if certain changes in the Company’s ownergdpur.The Company determined dur
2011 that it had undergone an ownership changenitte meaning of IRC section 382 that will limlitet net loss carryforwards to be use
offset future taxable income to $660,000 per y&ae Company has recorded a full valuation alloweaag&inst its deferred tax assets bec
at this time management does not believe thatitdee likely than not that the deferred tax asadtde realized.

The Company files income tax returns with the UeBeral government and various state and locaddictions. The Company is
longer subject to tax examinations by tax authesitior years prior to 2007. HC is presently undemg@n IRS examination for the taxa
years ended December 31, 2010 and 2

During the three months ended March 31, 2012, thegany’s two TRSs did not record any income taxeespe. The Comparg/’
estimated taxable income differs from the fedetalusory rate as a result of state and local tarestaxable REIT income and a valuat
allowance.

18. Stock Incentive Plan

In May 2010, the Company’s stockholders approvesl @ompany’s 2010 Stock Incentive Plan (the “2018nB| with suct
stockholder action resulting in the terminationtltd Company’s 2005 Stock Incentive Plan (the “280#”). The terms of the 2010 Plan
substantially the same as the 2005 Plan. Howewgrpatstanding awards under the 2005 Plan willicoltin accordance with the terms of
2005 Plan and any award agreement executed in ctiomenith such outstanding awards. At March 31120there are 31,580 share:
restricted stock outstanding under the 2010 Plan.

Pursuant to the 2010 Plan, eligible employeesceif§i and directors of the Company are offered th@odunity to acquire tt
Company's common stock through the award of reésttistock and other equity awards under the 2046. Alhe maximum number of she
that may be issued under the 2010 Plan is 1,190,086 Company independent directors have been issued 21,9Tdsshiader the 2010 P!
as of March 31, 2012.

During the three months ended March 31, 2012 add 2he Company recognized noash compensation expense of $12,00(
$47,000, respectively. Dividends are paid on a@trieted stock issued, whether those shares hated/er not. In general, naested restricte
stock is forfeited upon the recipient's terminatidremployment.

A summary of the activity of the Company's negsted restricted stock for the three months erdacth 31, 2012 and 20!
respectively, are presented below:

2012 2011
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 14,08 $ 7.1C 28,99¢ $ 5.4%
Granted 22,19 6.3€ 14,08« 7.1C
Forfeited — — — —
Vested (4,69 7.1C — —
Non-vested shares as of March 31 31,58( $ 6.5¢ 43,08 $ 5.9¢
Weighted-average fair value of restricted stocktgd
during the period 22,19 $ 6.3€ 14,08 $ 7.1C

(1) The grant date fair value of restricteccktawards is based on the closing market price@fXompany’s common stock at the grant
date.

At March 31, 2012 and 2011, the Company had unmgized compensation expense of $0.2 million and $dillion, respectively
related to the nomested shares of restricted common stock. The ogrézed compensation expense at March 31, 2012piscéed to b
recognized over a weighted average period of 2a8syeThe total fair value of restricted shareseaesturing each of the three months er



March 31, 2012 and 2011 was $33,000 and $0, rasplctThe requisite service period is two years.
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ltem 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

When used in this Quarterly Report on Form@,0in future filings with the Securities and ExcganCommission, or SEC, or in pr
releases or other written or oral communicatiotatesents which are not historical in nature, idiolg those containing words such
“believe,” “expect,” “anticipate,” “estimate,” “pta” “continue,” “intend,” “should,” “would,” “could” “goal,” “objective,” “will,” “may” or
similar expressions, are intended to identify “fard-looking statementsiithin the meaning of Section 27A of the Securithes of 1933, a
amended, and Section 21E of the Securities Exché&uafjeof 1934, as amended, or Exchange Act, andsuat, may involve known a
unknown risks, uncertainties and assumptions.

Forwardiooking statements are based on our beliefs, assomspand expectations of our future performanaking into account &
information currently available to us. These bealjeissumptions and expectations are subject te &8k uncertainties and can change
result of many possible events or factors, nobalivhich are known to us. If a change occurs, ausiress, financial condition, liquidity a
results of operations may vary materially from thexpressed in our forwatdeking statements. The following factors are exEamf thos
that could cause actual results to vary from omwvéod4{ooking statements: changes in interest rates la@dntarket value of our securities;
impact of the downgrade of the lotgrm credit ratings of the U.S., Fannie Mae, Freddac, and Ginnie Mae; market volatility; changeshie
prepayment rates on the mortgage loans underlyimgnwestment securities; increased rates of detmd/or decreased recovery rates or
assets; our ability to borrow to finance our assetenges in government regulations affecting ausiress; our ability to maintain ¢
qualification as a REIT for federal tax purposeas:; ability to maintain our exemption from registost under the Investment Company Ac
1940, as amended; and risks associated with imgestireal estate assets, including changes imbssiconditions and the general econ
These and other risks, uncertainties and factoctyding the risk factors described in Part |, Ité&— “Risk Factors’of our Annual Report ¢
Form 10K for the year ended December 31, 2011, as updatexir subsequent filings with the SEC under thehxge Act, could cause 1
actual results to differ materially from those aipd in any forward-looking statements we makéfoklvard{ooking statements speak only
of the date on which they are made. New risks anbdainties arise over time and it is not possiblpredict those events or how they |
affect us. Except as required by law, we are nbgated to, and do not intend to, update or reaisg forwardlooking statements, whether ¢
result of new information, future events or othessvi
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In this Quarterly Report on Form 1Q-we refer to New York Mortgage Trust, Inc., togetiith its consolidated subsidiaries,
we,” “us,” “Company,” or “our,” unless we specifially state otherwise or the context indicates otvise. We refer to our whollgwnet
taxable REIT subsidiaries as “TRSs” and our whallyned qualified REIT subsidiaries as “QRSki"addition, the following defines certain
the commonly used terms in this report: “RMBS” reféo residential adjustable-rate, hybrid adjustabhte, fixedrate, interest only ar
inverse interest only and principal only mortgagecked securities; “Agency RMBS&fers to RMBS representing interests in or obligad
backed by pools of mortgage loans issued or guaethby a federally chartered corporation (“GSE8)ch as the Federal National Mortgz
Association “Fannie Mae”) or the Federal Home Loan Mortgage @oration (“Freddie Mac”), or an agency of the U.S. government, suc
the Government National Mortgage Association (“GenMae”); “non-Agency RMBS'tefers to RMBS backed by prime jumbo and Altera
A-paper (“Alt-A”) mortgage loans; “lOs” refers colletively to interest only and inverse interest omigrtgagebacked securities that repres
the right to the interest component of the castv flmm a pool of mortgage loans; “POs” refers to rigagebacked securities that repres
the right to the principal component of the casiwflfrom a pool of mortgage loans; “ARMs” refers ddjustablerate residential mortgag
loans; “prime ARM loans” refers to prime credit dlityg residential ARM loans (“prime ARM loans™eld in securitization trusts; al
“CMBS” refers to commercial mortgage-backed sedasitcomprised of commercial mortgage pt#ssugh securities, as well as 10 or |
securities that represent the right to a specifioponent of the cash flow from a pool of commeroiaitgage loans.

General

We are an internally managed real estate investtnestt or REIT, in the business of acquiring, istugg in, financing and managi
primarily mortgagerelated assets and, to a lesser extent, finanssgts. Our objective is to manage a portfolio &giments that will deliv:
stable distributions to our stockholders over dieeeconomic conditions. We intend to achieve thigaiive through a combination of
interest margin and net realized capital gains foaminvestment portfolio. Our portfolio includesvestments sourced from distressed ma
in recent years that create the potential for ehgjains, as well as more traditional types of gagerelated investments, such as Age
RMBS consisting of adjustable-rate and hybrid adjple+ate RMBS, which we sometimes refer to as AgencyM&Rand Agency RMB
comprised of 10s, which we sometimes refer to asrdy 10s, that generate interest income.

Since 2009, we have endeavored to build a divetsifivestment portfolio that includes elementsntdriest rate and credit risk, as
believe a portfolio diversified among interest rat®l credit risks are best suited to deliveringlstaash flows over various economic cycle
2011, we refined our investment strategy from @wi$ed on a broad range of alternative assetsesbbrcHarvest Capital Strategies LLC
HCS, pursuant to an advisory agreement, to an imes¥ strategy focused on residential and nfaltily loans and securities. In connec
with this focus, we entered into separate investm@amagement agreements with The Midway Group, Widway”) and RiverBanc, LL!
(“RiverBanc”) to provide investment management services withemsmp certain of our investment strategies, inicigcbur investments
Agency 10s and CMBS backed by commercial mortgagas on multi-family properties, which we sometimefer to as multfamily CMBS
With our investment focus having moved away from #itternative assets sourced by HCS, our Boardretfors determined to terminate
advisory agreement with HCS on December 30, 208<dylting in a ongime charge of approximately $2.2 million, subsiaht all of whict
was recorded in the fourth quarter of 2011.

Under our investment strategy, our targeted assetently include Agency ARMs, Agency I0s and mifdtinily CMBS. Subject t
maintaining our qualification as a REIT, we alsoyrogportunistically acquire and manage various otyyges of mortgageelated and financi
assets that we believe will compensate us apptepyrifor the risks associated with them, includimgthout limitation, nonAgency RMBS
(which may include 10s and POs), collateralized tigage obligations, residential mortgage loans amthim commercial real estatelated det
investments.

We have elected to be taxed as a REIT and have lemmand intend to continue to comply, with theyisions of the Intern
Revenue Code, with respect thereto. Accordingly,da@enot expect to be subject to federal incomeot@our REIT taxable income that
currently distribute to our stockholders if certa@isset, income and ownership tests and recordigepgquirements are fulfilled. Even if
maintain our qualification as a REIT, we expedbéosubject to some federal, state and local tamesipincome generated in our TRSs.

Subsequent Events
Multi-Family CMBS I nvestment
During the quarter ending June 30, 2012, we exfepurchase the privately placed first loss seguribm a second quarter 2(
multifamily loan securitization for approximatel2%.7 million. We expect to finance the purchasenwpitoceeds from working capital anc

available short-term or longer-term structured riiciag. The acquisition of this multkmily CMBS is pending. As a result, there can o
assurance that we will complete the purchase duhiegxpected period, if at all.
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Current Market Conditions and Commentar y

General. The first quarter of 2012 produced signs of a matddy growing U.S. economy and a sharper than ezgedrop il
unemployment, declining to 8.2% currently. In atestaent release on April 25, 2012 following its t@ay meeting, the Federal Rese¢
commented that it was forecasting continued modegetwth for the remainder of 2012 for the U.S.repoy and an improving labor marlk
with unemployment rates forecasted to decline 867to 8.0% during the fourth quarter of 2012. Tleeléral Reserve also cautioned that gl
financial markets, namely the European debt crizistinue to pose a significant downside risk & ¢éitonomic outlook for the U.S. Howey
despite recent data suggesting the U.S. econontioouand unemployment picture are improving, ldagn inflation and wage press
expectations remain low and the U.S. housing manitele showing some signs of improving, remainsrdeped. Again in April 2012, t
Federal Reserve announced that it anticipatesett@iomic conditions are likely to warrant excepdibnlow levels for the Federal Funds k
through late 2014. This environment has fosteredicoed strong demand for Agency RMBS backed by ARivid fixedrate mortgages whi
also helping to keep the costs of financing andyhlreglat or near historical lows.

Multi-family Housing. Apartments and other residential rental propsrtiemain one of the better performing segmentshe
commercial real estate market. In recent montis,GSEs have funded record numbers of new loamsstrically low interest rates. Vv
believe this is due, in part, to low levels of neanstruction and increased demand from former h@meos, which has driven stronger re
income growth across the country. In turn, these tactors have led to recent valuation recoveryrti-family properties and negligik
delinquencies on new multi-family loans originatsdFreddie Mac and Fannie Mae.

Recent Government Actioridany political and economic analysts believe tlnare is little likelihood of any significant legédlor
being passed by the U.S. Congress prior to the pedgldential election, including meaningful ddfigduction legislation. In recent years, tl
U.S. Government and the Federal Reserve and otharmgmental regulatory bodies have, however, takemerous actions to stabilize
improve market and economic conditions in the WSo assist homeowners and may in the future sakktional significant actions that r
impact our portfolio and our business. A descriptaff recent government actions that we believeraost relevant to our operations .
business is included below:

. On Septembe2l, 2011, the U.S. Federal Reserve announced theitya@xtension program where it intends to séld@ billior
of shorter-term U.S. Treasury securities by the ehdune 2012 and use the proceeds to buy lomger-U.S. Treasu
securities. This program is intended to extend ahierage maturity of the securities in the FederdeRves portfolio. By
reducing the supply of longer-term U.S. Treasumusées in the market, this action should put dexard pressure on longer-
term interest rates, including rates on financémsleds that investors consider to be close sulestifor longetterm U.S. Treasu
securities, like certain types of Agency RMBS. Treduction in longeterm interest rates, in turn, may contribute tor@ak
easing in financial market conditions that the FallReserve hopes will provide additional stimulassupport the econon
recovery. Following its April 2012 meeting, the Eeal Reserve announced that it intends to conttheaematurity extensic
program.

. On October 24, 2011, the FHFA, along with FannieeMad Freddie Mac, announceelveral changes to be made to HA
Among those changes to HARP, which as modifiedrefer to as HARP I, are (1) the reduction or efiation in certain case
of many risk based fees charged to borrowers wbinancing, (2) the expansion of the previous 126&f-tovalue ceiling ti
allow all underwater borrowers (those borrowers wia@ more on their mortgages than the value of th@nes) to participa
in the program, regardless of the size of theinlearsus the value of their home and (3) the remofveertain representatio
and warranties made on behalf of lenders for laamsed or guaranteed by Fannie Mae or Freddie Maong other change
The provisions of HARP |l are only available to tmwers with loans originated prior to June 1, 2@bat are owned !
guaranteed by Fannie Mae or Freddie Mac. Aside filoenexpansion of HARP as described above, bormwatempting t
utilize the provisions of HARP Il are subject te trestrictions originally put in place for HARPAlthough it is not yet possikt
to gauge the ultimate success of HARP II, the FHFdCtions present the opportunity for many borreweho previously cou
not, to take advantage of the ability to refinatiear mortgages into lower interest rates, posgibsulting in higher prepayme
speeds in the future. This could negatively impagtAgency RMBS, particularly the performance of égency 10s; howeve
while prepayments have trended higher since it ama®unced, it is unknown at this time what themdtie impact will be ¢
our portfolio .
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. On August 31, 2011, the SEC published a conceptsel (No. IC-29778; File No. SW7-34; Companies Engaged in
Business of Acquiring Mortgages and Mortgd®elated Instruments) pursuant to which it is revigwwhether certa
companies that invest in mortgalgacked securities and rely on the exemption frogisteation under Section 3(c)(5)(C) of
Investment Company Act should continue to be altbteerely on such exemption from registration. Tiakease suggests t
the SEC may modify the exemption relied upon by pganies similar to us that invest in mortgage loamd mortgagéacke:
securities. The comment period relating to the ephcelease concluded during the fourth quarte20dfl. We expect the Sl
to provide additional information on its positicglating to this exception during 2012.

Developments at Fannie Mae and Freddie Ma®ayments on the Agency RMBS in which we investqraranteed by Fannie M
and Freddie Mac. As broadly publicized, Fannie Mad Freddie Mac have experienced significant logsescent years, and are prese
under federal conservatorship as the U.S. Goverhewmtinues to evaluate the futures of these estiéind what role the U.S. Governn
should continue to play in the housing marketshia future. The scope and nature of the actionsttieat).S. Government will ultimate
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 adveedédyt the pricing, supply, liquidity and value RMBS and otherwise materially ha
our business and operations.

Credit Spreads Over the past few years, the credit markets gdigeexperienced tightening credit spreads (spealify, spreac
between U.S. Treasury securities and other seesjyitiowever, during the last six months of 2011, theddrmarkets experienced signific
spread widening due to a series of factors, indgidioncerns related to a possible global econofoigdown, the European sovereign ¢
crisis and continued concern with respect to aefth. domestic economic policies. During the qeraehded March 31, 2012, credit spreau
the residential and commercial markets tightengdificantly since December 31, 2011. Typically wherdit spreads widen, crediensitive
assets such as CLOs and mtdtinily CMBS, as well as Agency 10s are negativehpacted, while tightening credit spreads typicallye i
positive impact on the value of such assets.

Financing markets and liquidity The availability of repurchase agreement finagdor our Agency RMBS portfolio remains sta
with interest rates between 0.30% and 0.60% fo®8@@ay repurchase agreements. The 30-day Londerbank Offered Rate (“LIBOR\vas
0.24% at March 30, 2012, marking a decrease ofcaypately 6 basis points from December 30, 201Indey term interest rates, howe
increased during the three months ended March G12,2vith the 10rear U.S. Treasury Rate increasing by 33 basistptin2.21% at Marc
31, 2012. We expect interest rates to rise oveldhger term as the U.S. and global economic oltiogproves. However, we believe t
interest rates, and thus our shintm financing costs, are likely to remain at véow levels until such time as the economic datairbeg
confirm an acceleration of overall economic recgver

While the financing markets for Agency RMBS remédnorable, financing and liquidity for commerciglat estate securities reme
uneven at best, although it has shown recent sijisiproving. For example, short term financing four multifamily CMBS assets h
included interest rates of approximately 7.8%. dididon, we have recently begun to see more lortgen financing opportunities pres
themselves.

Prepayment ratesAs a result of various government initiativesstigpallarly HARP 11, and relatively low intermediasnd longetern
treasury yields, rates on conforming mortgages hesehed and remained at historical lows durinditsequarter of 2012. The result has t
a noticeable upward trend in prepayment rates theepast 7 months, as indicated in the table below.

Significant Estimates and Critical Accounting Poliges

A summary of our critical accounting policies i€linded in Item 8 of our Annual Report on FormK@er the year ended Decem
31, 2011 and “Note 1 — Summary of Significant Aatting Policies"to the condensed consolidated financial statenieoksded therein. Tt
Company elected the fair value option for its Ageh© strategy and its K3 investment, which measures unrealized gaindassgs throuc
earnings in the condensed consolidated stateméonfseaations.

Fair Value. The Company has established and documented prscémsdetermining fair values. Fair value is basgdn quote
market prices, where available. If listed pricesgootes are not available, then fair value is bagegh internally developed models 1
primarily use inputs that are market-based or iedéepntlysourced market parameters, including interestyige curves. Such inputs to
valuation methodology are unobservable and sigmitido the fair value measurement. The Companys RDs, multfamily loans held i
securitization trust and multi-family collateralizdebt obligations are considered to be the mgsifgant of its fair value estimates.

Multi-Family Loan Consolidation Reporting Requirement for the K-03 Series

On December 30, 2011, we acquired 100% of the falivglaced first loss security of the COMM 2009-Kbrtgage Trust (“KO3
Series”) in the secondary market for approxima$ddg.7 million. The K-03 Series represents the finsiti-family mortgage loan securitizati



K-series undertaken by Freddie Mac. Based on a murabfactors, we determined the 03 Series was a variable interest el
(“VIE") and that, as of January 4, 2012, we were phimary beneficiary of the K-03 Series. As a lesue are required to consolidate theDR-
Series’ underlying multfamily loans and related debt, interest income iatetest expense in our financial statements. We le¢ected the fe
value option on the assets and liabilities heldhinithe K03 Series, which requires that changes in valuatiorthe assets and liabilities of
K-03 Series will be reflected in our statement pertions. As of March 31, 2012, the K-03 Series wamprised of $1.2 billion in multi-
family mortgage loans held in securitization tr(re¢t) and $1.1 billion in multi-family collateraéz debt obligations (“CDOs")In addition, a
a result of the consolidation of the 3 Series, our statement of operations for thetgquanded March 31, 2012 included $12.2 millio
interest income and $11.6 million in interest exggenAlso, we recognized a $2.0 million unrealiza¢hgn the statement of operations for
guarter ended March 31, 2012 as a result of thhevédile accounting method election. We do not teawe claims to the assets (other thar
security represented by our first loss piece) digakions for the liabilities of the K-03 SeriesuOmaximum exposure to loss from theOK-
Series is its carrying value of $24.3 million asvtdirch 31, 2012.
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Summary of Operations

Net Interest Spread Our net income is dependent upon the net inténesime (the interest income on portfolio assetsafethe
interest expense and hedging costs associatedsuith assets) generated from our portfolio of RMB8I{ding 10s), CLO, mortgage loe
held in securitization trusts, mortgage loans Heldinvestment and mortgage loans held for sale. it interest spread on our investr
portfolio, adjusted to exclude all assets and liids of the K-03 Series other than the securifgresented by the privately placed first los@X-
Series security owned by us, which we sometimes tefas "adjusted portfolio margin," was 658 basimts for the quarter ended March
2012, as compared to net interest spread of 626 pamts for the quarter ended December 31, 28dd,368 basis points for the quarter el
March 31, 2011. The increase for the quarter emdacth 31, 2012 as compared to same period in 2@timarily due to earnings deriv
from our Agency 10 investments. We commenced ottialrinvestment in Agency 10s in March 2011.

Other Income (Expense) Other income (expense) increased by $0.1 milliantfi@ three months ended March 31, 2012 to
million from $2.3 million for the three months emtl®arch 31, 2011. The Company had an unrealized gaimultifamily loans held in
securitization trust of $2.0 million for the thresonths ended March 31, 2012, which represents ltheges in valuations of the assets
liabilities of the K-03 Series. The Company alsd laecrease in realized gains on investment secyntieieh amounts to $1.1 million for t
three months ended March 31, 2012, as compared.®rillion for the three months ended March 31120n addition, the Company t
unrealized losses recognized through earnings frenmCompanys Agency 10 investments and related hedges, whitbuats to $0.9 millio
for three months ended March 31, 2012, as compar&d0,000 for the three months ended March 311201 addition, for the three mont
ended March 31, 2012, the Company recognized indoone the investment in limited partnership of $éillion, as compared to $0.8 milli
for the three months ended March 31, 2011. A rédadh provision for loan losses to $0.2 milliorr filne three months ended March 31, 2
as compared to $0.6 million for the three montrdeeinMarch 31, 2011 also contributed to the increase

Financing. During the quarter ended March 31, 2012, we coetinto employ a balanced and diverse funding mifirtance ou
assets. At March 31, 2012, our Agency RMBS, CMBS8 edllateralized loan obligations, or CLOs, weradad with approximately $11¢
million of repurchase agreement borrowing, whicpresents approximately 6.8% of our total liabilti@at a weighted average interest ra
1.30%, up from 0.71% at December 31, 2011. Theea®® in the borrowing rate was primarily due to financing a greater portion of ¢
CMBS which typically bears interest at higher ratesn our RMBS. The borrowing rate for the Agen©g lwas approximately 84 basis po
as compared to 36 basis points for the other Ag&BS in our portfolio, 175 basis points for the @& and 780 basis points for the CM
The weighted average haircut on our repurchaseoWorgs was approximately 16% at March 31, 2012adiition, as of March 31, 20:
certain of our wholly owned subsidiaries had tpustferred securities outstanding of $45.0 millishnjch represents approximately 2.6% of
total liabilities, at a weighted average interesgerof 4.4%. As of March 31, 2012, our prime ARMis held in securitization trusts w
permanently financed with approximately $194.8 imill of residential collateralized debt obligations; CDOs, which represen
approximately 11.1% of our total liabilities, at average interest rate of 0.62%. The Company et equity investment of $7.4 million in 1
residential securitization trusts as of March 3112 As of March 31, 2012, the muléimily mortgage loans held in securitization trustse
permanently financed with approximately $1.1 biiliof multi-family CDOs, which represents approximately 64. 706w total liabilities. Th
Company has a net equity investment of $24.3 milliothe multi-family securitization trust as of kth 31, 2012.

At March 31, 2012, the leverage ratio for our RMBSestment portfolio, which we define as our outstiag indebtedness uni
repurchase agreements divided by stockholdsgaity, was 1.3 to 1. We strive to maintain andieah a balanced and diverse funding mi
finance our assets and operations. To achieve whstely primarily on a combination of shaerm borrowings or repurchase agreem:
collateralized debt obligations and long term sdbwted debt. The Company's policy for leveragbased on the type of asset, underl
collateral and overall market conditions. Currentlye Company targets an 8 to 1 maximum leveragje far Agency ARMs, a 2 to
maximum leverage ratio for Agency 10s and a maxinmatio of 3 to 1 for all other securities. We maniall at risk or short term borrowings
ensure that we have adequate liquidity to satisiygim calls and have the ability to respond to ptharket disruptions.

Prepayment Experienc&@he CPR on our overall residential mortgage pddfal/eraged approximately 16.6% during the threatis
ended March 31, 2012, as compared to 15.8% fothtee= months ended December 31, 2011. CPRs onwuthased portfolio of Agen
RMBS for the three months ended March 31, 2012amext 19.4%, as compared to 19.1% for the threehmartded December 31, 2011.
CPRs on our Agency I0s averaged 19.6% during treetimonths ended March 31, 2012, as compared 54lfor the three months enc
December 31, 2011. The CPRs on our residentialgage loans held in securitization trusts averaggmtoximately 8.1% during the thi
months ended March 31, 2012, as compared to 5.2%dcahree months ended December 31, 2011.

When prepayment expectations over the remainimgdffassets increase, we amortize premiums ovéodes time period, whic
results in a reduced yield to maturity on our inwent assets. Conversely, if prepayment expecttiecrease, the premium is amortized
a longer period resulting in a higher yield to nmayu We monitor our prepayment experience on atiigrbasis and adjust the amortizatiol
our net premiums accordingly. Agency 10s are séiegrthat represent the right to receive the istepertion of the cash flow from a pool
mortgage loans issued or guaranteed by Fannie fMaddie Mac or Ginnie Mae. Agency I0s allow us takena direct investment in borrou
prepayment trends in the current market environmgaotvever, Agency IOs also introduce increased asskhese securities have no underl



principal cash flows, which will cause them to urpgform in high prepayment environments as fufaterest payments will |
reduced as a direct result of prepayments. An hotugerceived increase in prepayment speeds dwud a significant negative impact on
earnings derived from our Agency IO strategy.
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Financial Condition

As of March 31, 2012, we had approximately $1.8dvilof total assets, as compared to approximai6B2.7 million of total assets
of December 31, 2011. The increase is primarily @uthe consolidation of mulfamily mortgage loans held in a securitization trgret) ot
our balance sheet, which we refer to as the K-0&SeSee "Multi-Family Loan Consolidation RepogtiRequirement for the K-03 Series.”

Investment Allocation

T he following tables set forth our allocated equdyyinvestment type at March 31, 2012 and Decembeg@11, respectively (doll
amounts in thousands):

At March 31, 2012:

Multi -
Multi - Family Residential
Agency Family Securitized Securitized
ARMs Agency 10s CMBS Loans@ Loans Other @ Total
Carrying value $ 64,47 $ 66,66¢ $ 20,94 $ 1,155,18° $ 200,80¢ $ 43,09¢ $ 1,551,16
Liabilities
Callable® (55,747) (45,342 (10,800) - - (6,500) (118,38Y)
Non callable - - - (1,130,85) (194,76%) (45,000 (1,370,61)
Hedges (Net}» (193 10,18t - - s - 9,99:
Cash - - - - - 8,87t 8,87t
Other - 12,84¢ : : : (847) 12,00:
Net equity allocater  $ 8,541 $ 4435 $ 10,14: $ 24.33. $ 6,04 $ (377 $ 93,03¢

@ The Company determined it is the primary beneficiaf the K-03 Series and has consolidated th83KSeries into the financ
statements.

@) Other includes $26.4 million in CLOs, $5.1 milliam investment in limited partnership, $4.3 milliam loans held for investment &
$3.6 million in nonAgency RMBS. Other callable liabilities include &% million repurchase agreement on our CLO sedesrdnd othe
non-callable liabilities consists of $45.0 millionsubordinated debentures.

@) Includes repurchase agreements.
@) Includes derivative assets, receivable for seesrisiold, derivative liabilities, payable for setias purchased and restricted cash pe
as margin.

At December 31, 2011:

Multi- Residential
Agency Family Securitized
ARMs Agency I0s CMBS Loans Other @ Total
Carrying value $ 68,77¢ $ 63,68. $ 41,188 $ 206,92( $ 44,30 $ 424,86
Liabilities
Callable® (56,919 (49,22¢) (21,53) - (6,53%) (134,204
Non callable - - (199,767 (45,000 (244,767
Hedges (Net§ (304) 9,317 - - - 9,01z
Cash - 16,53¢ - - 16,58¢ 33,12:
Other - 1,33¢ - - (3,057) (1,724
Net equity allocate: $ 11,55¢ $ 4164, $ 19,65¢ $ 7,15¢ $ 6,29t $ 86,307

@ Other includes CLOs, investment in limited parthgrs loans held for investment and ndgency RMBS. Other callable liabiliti
include a $6.5 million repurchase agreement on ©uO securities and other naalable liabilities consist of $45.0 million
subordinated debentures.

@) Includes repurchase agreements and $21.5 millipayables for securities purchased related to auti4fiamily CMBS strategy.

©) Includes derivative assets, receivable for seesrisiold, derivative liabilities, payable for setias purchased and restricted cash pt
as margin.
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Balance Sheet Analysis

Investment Securities - Available for Sale .

At March 31, 2012, our securities portfolio catsiof Agency RMBS, includir

Agency ARM pass-through certificates and Agency, I@slti-family CMBS, nonAgency RMBS and CLOs. At March 31, 2012, we ha
investment securities in a single issuer or ertigt had an aggregate book value in excess of f08@araotal assets. The following tables

forth the balances of our investment securitieslabke for sale as of March 31, 2012 and Decemifie2811, respectively:

Balances of Our Investment Securities (dollar amous in thousands):

Par Carrying % of
March 31, 2012 Value Value Portfolio

Agency RMBS:

IOs 472,46¢ 66,66" 36.€%

ARMs 60,79¢ 64,47" 35.4%
CMBS:

IOs 850,82: 6,49( 3.6%

POs 63,87: 14,45 7.$%
Non-Agency RMBS 5,38( 3,552 2.C%
Collateralized Loan Obligations 35,55( 26,38¢ 14.5%
Total 1,488,88! 182,02: 100.(%

Par Carrying % of
December 31, 2011 Value Value Portfolio

Agency RMBS:

I0s 537,03 63,68’ 31.8%

ARMs 65,117 68,77¢ 34.2%
CMBS:

IOs 850,82: 6,25¢ 3.1%

POs 138,38t 34,921 17.5%
Non-Agency RMBS 6,07¢ 3,94t 1.%
Collateralized Loan Obligations 35,55( 22,75¢ 11.4%
Total 1,632,98! 200,34. 100.(%
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CMBS Loan Characteristics

The following table details our CMBS loan charaistizs as of March 31
in thousands, except as noted):

Current balance of loans
Number of loan:
Weighted average original LTV
Weighted average underwritten debt service coveratie
Current average loan size
Weighted average original loan term (in months)
Weighted average current remaining term (in months)
Weighted average loan rate
First mortgages
Geographic state concentration (greater than 5.0%):
Texas
California
New York
Georgia
Washington
District of Columbia
Florida
Colorado

Detailed Composition of Loans Securitizing Our CLOs

, 2012 and December 31, 2feshectively (dollar amour

December 31,

March 31, 2012 2011

$ 2,405,35. $ 3,457,29
172 234

67.7% 68.(%

1.45x 1.52x

$ 13,98 $ 14,77*
11€ 117
10E 101

4.9% 5.25%

10C% 10C%

15.4% 14.2%

8.3% 9.2%

8.1% 7.2%

— 6.7%

7.1% 6.2%
6.6% —

5.7% 5.5%
5.5% —

The following tables summarize the loans securizbur CLOs grouped by range of outstanding balamckeindustry as of March

2012 and December 31, 2011, respectively (dollaruants in thousands):

As of March 31, 2012

As of December 31, 2011

Maturity
Date

Range of

Outstanding Balance Number of Loans Total Principal

Number of Loans Maturity Date  Total Principal

8/2015-
$0 - $0C 26 8/2015 -2/201¢ $ 11,40¢ 2C 11/201¢ $ 8,58¢
12/2012- 12/2012-
$500 - £,00¢ 12¢ 3/201¢ 167,98: 10z 12/201¢ 147,59t
$2,000 - $,00( 79 4/2013 -9/201¢ 231,90¢ 84 4/2013 -9/201¢ 250,01(
$5,000 - $0,00( 5 2/2013 -3/201¢ 30,47¢ 6 2/2013 -3/201¢ 35,62!
Total 238 $ 441,77: 218 $ 441,81
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March 31, 2012

Industry

Healthcare, Education & Childcare

Retail Store

Chemicals, Plastics and Rubber

Electronics

Telecommunications
Diversified/Conglomerate Service

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

Beverage, Food & Tobacco

Personal & Non-Durable Consumer Products
Aerospace & Defense

Personal, Food & Misc. Services

Utilities

Finance

Diversified/Conglomerate Mfg.

Automobile

Printing & Publishing

Containers, Packaging and Glass
Broadcasting & Entertainment

Banking

Machinery (Non-Agriculture, Non-Construction & Ndtlectronic)
Buildings and Real Estate

Textiles & Leather

Personal Transportation

Grocery

Insurance

Farming & Agriculture

Ecological

Cargo Transport

Mining, Steel, Iron and Non-Precious Metals
Oil & Gas

Diversified Natural Resources, Precious Metals Mirterals

% of
Number of Outstanding Outstanding
Loans Balance Balance

24 % 61,22¢ 13.¢%
16 33,79. 7.€%
18 32,08: 7.2%
15 29,88¢ 6.8%
13 27,19. 6.2%
17 26,45 6.C%
9 20,86t 4.7%
8 20,79¢ 4.7%
10 20,19¢ 4.€%
9 18,50: 4.2%
10 17,10¢ 3.¢%
12 13,74 3.1%
5 12,74: 2.5%
6 9,95¢ 2.2%
7 9,89¢ 2.2%
8 9,67( 2.2%
3 9,14¢ 2.1%
5 8,34: 1.€%
4 7,071 1.€%
4 6,96¢ 1.€%
5 6,50¢ 1.5%
2 5,85¢ 1.2%
5 5,641 1.2%
2 4,95¢ 1.1%
3 4,907 1.1%
2 4,78¢ 1.1%
2 3,84t 0.8%
3 2,97t 0.€%
2 2,48¢ 0.5%
1 1,43( 0.2%
2 1,39t 0.2%
1 1,35¢ 0.2%
23 % 441,77: 100.(%
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December 31, 2011

% of
Number of Outstanding Outstanding
Industry Loans Balance Balance

Healthcare, Education & Childcare 24 % 61,54 13.€%
Retail Store 14 35,70¢ 8.1%
Electronics 13 31,72: 7.2%
Telecommunications 13 27,63¢ 6.2%
Chemicals, Plastics and Rubber 12 25,33¢ 5.7%
Diversified/Conglomerate Service 15 22,32( 5.1%
Beverage, Food & Tobacco 10 20,27 4.€%
Leisure, Amusement, Motion Pictures & Entertainment 8 18,90« 4.2%
Personal & Non-Durable Consumer Products 8 18,20: 4.1%
Aerospace & Defense 10 17,25¢ 3.5%
Utilities 5 16,72: 3.8%
Hotels, Motels, Inns and Gaming 5 15,91« 3.€%
Personal, Food & Misc. Services 12 14,59¢ 3.2%
Containers, Packaging and Glass 7 14,49: 3.2%
Finance 8 11,47 2.€%
Printing & Publishing 4 11,40 2.%
Automobile 7 9,82¢ 2.2%
Diversified/Conglomerate Mfg. 6 9,64: 2.2%
Banking 3 8,77 2.C%
Broadcasting & Entertainment 3 6,29: 1.4%
Mining, Steel, Iron and Non-Precious Metals 3 6,24: 1.4%
Machinery (Non-Agriculture, Non-Construction & Ndtlectronic) 4 6,02¢ 1.4%
Textiles & Leather 5 5,281 1.2%
Personal Transportation 2 4,96¢ 1.1%
Grocery 3 4,911 1.1%
Buildings and Real Estate 2 4,887 1.1%
Insurance 2 4,352 1.C%
Diversified Natural Resources, Precious Metals Miterals 1 2,227 0.5%
Ecological 2 1,98¢ 0.4%
Farming & Agriculture 1 1,90( 0.4%
Cargo Transport 1 99C 0.2%

21 % 441,81 100.(%
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Residential Mortgage Loans Held in Securitization Trusts (net) . Included in our portfolio are prime ARM loans theg originate:
or purchased in bulk from third parties that metionvestment criteria and portfolio requirements #mat we subsequently securitized. We |
completed four securitizations; three were clasdifis financings and one, New York Mortgage TrO862L, qualified as a sale, which resu
in the recording of residual assets and mortgagéecaey rights.

At March 31, 2012, residential mortgage loans heldecuritization trusts totaled approximately $B0fillion, or 10.9% of ot
total assets. The Company has an aggregate ney éuestment of approximately $7.4 million in thleree securitization trusts at March
2012. Of the residential mortgage loans held iusgzed trusts, 100% are traditional ARMs or hybARMSs, 81.9% of which are ARM loa
that are interest only. On our hybrid ARMs, intéreste reset periods are predominately five yeartess and the interesnly period i
typically 10 years, which mitigates the “paymentaki at the time of interest rate reset. None of thedesdial mortgage loans held
securitization trusts are payment option-ARMs oMdRwith negative amortization.

The following table details our residential mortgdgans held in securitization trusts at March 112 and December 31, 20
respectively (dollar amounts in thousands):

# of Loans Par Value Coupon Carrying Value
March 31, 2012 501 $ 202,50: 29™% $ 200,80¢
December 31, 2011 512 $ 208,93: 282% $ 206,92(

Characteristics of Our Residential Mortgage LoarsdHin Securitization Trusts:

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

Average High Low

General Loan Characteristics:

Original Loan Balance (dollar amounts in thousands) $ 441 $ 295( $ 48
Current Coupon Rate 2.92% 7.25% 1.38%
Gross Margin 2.31% 4.1% 1.12%
Lifetime Cap 11.2% 13.2%% 9.1%%
Original Term (Months) 36C 36C 36C
Remaining Term (Months) 277 28t 244
Average Months to Reset 3 11 1
Original Average FICO Score 72¢ 81¢ 59¢
Original Average LTV 70.4%% 95.0(% 13.9%

% of Weighted

Index Type/Gross Margin:

One Month LIBOR

Six Month LIBOR

One Year LIBOR

One Year Constant Maturity Treasury

Total

Outstanding
Loan Balance

Average Gross
Margin (%)

2.%%
72.1%
16.2%

8.1%

100.(%
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The following table sets forth the composition af oesidential mortgage loans held in securitizatioists as of December 31, 2!

(dollar amounts in thousands):

General Loan Characteristics:

Original Loan Balance (dollar amounts in thousands)
Current Coupon Rate

Gross Margin

Lifetime Cap

Original Term (Months)

Remaining Term (Months)

Average Months to Reset

Original Average FICO Score

Original Average LTV

Index Type/Gross Margin:

One Month LIBOR

Six Month LIBOR

One Year LIBOR

One Year Constant Maturity Treasury

Total

Outstanding
Loan Balance

Average High Low

$ 44t 3 295 $ 48
2.82% 7.25% 1.3¢%
2.3% 4.1% 1.12%
11.2%9% 13.25% 9.12%

36C 36C 36C

28C 28¢€ 247

4 11 1

72¢ 81¢ 59z
70.41% 95.0(% 13.9%

% of Weighted

Average Gross
Margin (%)

2.8%
72.%
16.4%

7.S%

100.(%

1.6%
2.4(%
2.2%
2.62%

2.38%

The following tables detail activity for the resid@l mortgage loans held in securitization trugtst) for the three months ent
March 31, 2012 and 2011, respectively (dollar ant®imthousands):

Allowance for

Net Carrying

Principal Premium Loan Losses Value
Balance, January 1, 2012 208,93: $ 1,317 $ (3,33)) $ 206,92(
Principal repayments (5,115 — — (5,115
Provision for loan loss — — (210 (210)
Transfer to real estate owned (1,316 — 43t (887)
Charge-Offs — — 127 127
Amortization for premium — (32) — (32)
Balance, March 31, 2012 202,50 $ 1,288 $ (2,979 $ 200,80¢

Allowance for Net Carrying

Principal Premium Loan Losses Value
Balance, January 1, 2011 229,32. $ 1,451 $ (2,589 $ 228,18!
Principal repayments (4,457 — — (4,459
Provision for loan loss — — (42%) (42%)
Charge-Offs (439 — 434 —
Amortization for premium — (36) — (36)
Balance, March 31, 2011 224,43t $ 1,41 $ (2,580 $ 223,27:
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The following table details loan summary informeatifor our residential mortgage loans held in siéization trusts at March 31, 20
(dollar amounts in thousands):

Principal
Amount of

Loans
Subject to
Periodic Original ~ Current  Delinquent

Description Interest Rate Final Maturity Payment Amount  Amount  Principal

Property Loan Term  Prior of of or

Type Balance Count Max Min Avg Min Max (months) Liens Principal Principal Interest
Single <= $100 15 3.2¢F 2.5C 2.9 09/01/3: 11/01/3: 36C NA $ 205 $ 1,112 $ >
FAMILY <= $250 71 4.5C 2.5C 3.04 09/01/3: 12/01/3: 36C NA 15,64( 13,19( 952
<= $500 84 4.1z 2.5C 2.9¢ 07/01/37 01/01/3¢ 36C NA 32,19 29,407 5,32¢
<=%$1,000 34 3.8¢ 1.5C 2.8 08/01/37 12/01/3: 36C NA 27,34 25,53¢ 2,55¢
>$1,000 19 3.2t 2.6 2.94 01/01/3* 11/01/3: 36C NA 33,851 33,91¢ 9,04¢
Summary 223 4.5C 1.5C 2.97 09/01/3: 01/01/3¢ 36( NA $111,08¢ $103,16¢ $ 17,88:
2-4 <=$100 2 3.65 3.0C 3.31 02/01/3* 07/01/3: 36C NA $ 212 $ 165 $ 75
FAMILY <= $250 6 4.0C 2.8¢ 3.2% 12/01/3: 07/01/3: 36C NA 1,282 1,08¢ -
<= $500 15 7.28 2.1z 3.1¢ 09/01/3: 01/01/3¢ 36C NA 5,55¢ 5,10¢ 254
<=$1,000 - - - - - - 36C NA - - -
>$1,000 - - - - - - 36C NA = 5 5
Summary 23 7.28 2.13 3.21 09/01/3: 01/01/3¢ 36( NA $ 704¢ $ 6,357 $ 32¢
Condo <=$%100 14 3.5C 2.6 3.0¢ 01/01/3¢ 12/01/3: 36C NA $ 2,04C $ 91¢ $ >
<= $250 72 3.7¢ 1.5C 3.01 02/01/3: 01/01/3¢ 36C NA 14,39¢ 12,47¢ 467
<= $500 57 4.1¢ 2.3¢ 2.98 09/01/3: 12/01/3: 36C NA 20,44 18,56¢ -
<=%$1,000 15 4.0C 1.6 2.87 08/01/37 09/01/3: 36C NA 11,58¢ 10,957 -
> $1,000 9 3.2¢F 2.63 2.8¢ 03/01/3¢ 09/01/3: 36C NA 13,66 13,53¢ -
Summary 167 4.1% 1.5C 2.9¢ 09/01/3: 01/01/3¢ 36(C NA $ 62,13: $ 56,45 $ 467
CO-OP <=$%100 5 3.1z 2.5C 2.8¢ 10/01/3: 08/01/3: 36C NA $ 95¢ $ 36t $ >
<= $250 14 3.3¢ 2.2t 2.95 10/01/3: 12/01/3: 36C NA 2,907 2,451 212
<= $500 19 3.5C 1.3¢ 2.9t 08/01/3: 12/01/3: 36C NA 8,23¢ 6,81°F 263
<=%$1,000 11 3.2t 2.63 2.8¢ 12/01/3: 10/01/3: 36C NA 8,56° 8,30¢ -
> $1,000 4 2.8¢ 2.2t 2.6€6 11/01/3: 12/01/3: 36C NA 5,65¢ 5,20¢ -
Summary 53 3.5( 1.3¢ 2.87 08/01/3: 12/01/3: 36( NA $ 26,327 $ 23,14« $ 475
PUD <= $100 1 3.0C 3.0C 3.0 07/01/3* 07/01/3: 36C NA $ 10C $ 88 $ -
<= $250 18 3.5C 2.5C 2.94 08/01/3: 12/01/3: 36C NA 3,95¢ 3,63¢ 16C
<= $500 9 3.0C 2.7t 2.9C 08/01/3: 12/01/3: 36C NA 3,30¢ 3,06¢ 77C
<=$1,000 4 3.2t 2.7 3.0¢ 05/01/3: 07/01/3: 36C NA 2,83¢ 2,58 -
> $1,000 3 3.1z 2.7 2.91 04/01/3: 12/01/3: 36C NA 4,14¢ 4,001 -
Summary 35 3.5( 2.5C 2.98 08/01/3: 12/01/3: 36( NA $ 14,34 $ 13,37¢ $ 93C
Summary <=$100 37 3.6: 2.5C 3.01 09/01/3: 12/01/3: 36C NA $ 536¢ $ 2,65 $ 75
<= $250 181 4.5C 1.5C 3.0z 08/01/3: 01/01/3¢ 36C NA 38,18¢ 32,84( 1,791
<= $500 184 7.28 1.3¢ 2.9¢ 08/01/3: 01/01/3¢ 36C NA 69,73( 62,96: 6,61°F
<=$1,000 64 4.0C 1.5C 2.8¢ 08/01/37 12/01/3: 36C NA 50,321 47,391 2,55¢
> $1,000 35 3.2F 2.2t 2.8¢ 04/01/3: 12/01/3: 36C NA 57,32¢ 56,65¢ 9,04¢

Grand

Total 501 7.28 1.3¢€ 2.9% 08/01/3: 01/01/3¢ 36( NA $220,94( $202,50: $ 20,08:
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The following table details loan summary informatior our residential mortgage loans held in sdi@ation trusts at December
2011 (dollar amounts in thousands):

Principal
Amount of

Loans

Subject to
Periodic Original ~ Current  Delinquent

Description Interest Rate Final Maturity Payment Amount  Amount Principal

Property Loan Term  Prior of of or

Type Balance Count Max Min Avg Min Max (months) Liens Principal Principal Interest
Single <= $100 14 3.0C 2.5C 2.8¢ 09/01/3: 11/01/3¢ 36C NA $ 165¢ $ 1,05 $ =
FAMILY <= $250 71 4.5C 2.5C 2.9¢ 09/01/3: 12/01/3! 36C NA  16,29¢ 13,10% 95¢€
<= $500 89 3.7¢ 2.5C 2.87 07/01/37 01/01/3¢ 36C NA  33,89¢ 31,05¢ 6,13¢
<=$1,000 34 3.5C 1.5C 2.77 08/01/37 12/01/3¢ 36C NA 27,12 25,36¢ 3,411
>$1,000 21 3.2t 2.6¢ 2.81 01/01/3¢ 11/01/3t 36C NA 37,357 36,81 9,041
Summary  22¢ 4.5( 1.5C 2.8¢ 09/01/3: 01/01/3¢ 36C NA $116,33: $107,39° $  19,54¢
2-4 <= $100 2 3.6¢ 3.0C 3.31 02/01/3¢ 07/01/3¢ 36C NA S 21z $ 16€ $ 75
FAMILY <= $250 6 3.6¢ 2.6¢ 3.0z 12/01/3: 07/01/3! 36C NA 1,28: 1,09¢ -
<= $500 15 7.2¢F 2.1¢ 3.1C 09/01/3: 01/01/3¢ 36C NA 5,554 5,13¢ 254
<=$1,000 - - - - - - 36C NA - - -
>$1,000 - - - - - - 36C NA - - -
Summary 23 7.2F 2.1 3.1C 09/01/3: 01/01/3¢ 36C NA $ 7,04¢ $ 6,39€ $ 32¢
Condo <=$100 13 3.2t 2.6 2.81 01/01/3* 12/01/3: 36C NA $ 164C $ 844 $ -
<= $250 72 3.5C 1.5C 2.9z 02/01/3: 01/01/3¢ 36C NA  14,29] 12,41 46¢
<= $500 58 3.7¢ 2.3¢ 2.84 09/01/3. 12/01/3! 36C NA  20,94: 18,89 -
<=$1,000 14 3.8¢ 1.6 2.7¢ 08/01/37 09/01/3¢ 36C NA  10,33¢ 9,99¢ -
> $1,000 10 2.8¢ 2.6¢ 2.72 01/01/3¢ 09/01/3¢ 36C NA 1491 14,55¢ -
Summary 167 3.8¢ 1.5C 2.8¢ 09/01/3. 01/01/3¢ 36C NA $ 62,13. $ 56,70t $ 468
CO-OP <=$100 4 2.8¢ 2.5C 2.6¢ 10/01/3: 08/01/3¢ 36 NA S 443 $ 306 $ =
<= $250 15 3.3¢ 2.2t 2.7¢ 10/01/3: 12/01/3¢ 36C NA 3,42 2,57: 212
<= $500 23 3.5C 1.3¢€ 2.7¢ 08/01/3: 12/01/3t 36C NA 9,537 8,23 -
<=$1,000 11 2.8¢ 2.67 2.6¢ 12/01/3: 10/01/3¢ 36C NA 8,56: 8,321 -
> $1,000 4 2.7¢ 2.2t 2.5¢ 11/01/3: 12/01/3t 36C NA 5,65¢ 5,232 -
Summary 57 3.5C 1.3¢ 2.7z 08/01/3: 12/01/3! 36C NA $§ 27,62t $ 24,668 $ 212
PUD <=$100 1 2.6 2.65 2.6z 07/01/3¢ 07/01/3¢ 36 NA S 10C $ 89 $ -
<= $250 18 3.1 2.5C 2.87 08/01/3¢ 12/01/3! 36C NA 3,95¢ 3,65¢ 16C
<= $500 10 3.0C 2.65 2.8¢ 08/01/3: 12/01/3¢ 36C NA 3,66¢ 3,42z 31t
<=$1,000 4 3.2t 2.7¢ 2.9¢ 05/01/3: 07/01/3! 36C NA 2,832 2,59t -
>$1,000 3 2.8¢ 2.7 2.8z 04/01/3: 12/01/3¢ 36C NA 4,14¢ 4,011 -
Summary 36 3.2¢ 2.5C 2.87 08/01/3: 12/01/3! 36C NA $ 14,70¢ $ 13,777 $ 475
Summary <= $100 34 3.6¢ 2.5C 2.85 09/01/3: 12/01/3: 36C NA $ 405 $ 2462 $ 75
<= $250 182 4.5C 1.5C 2.9z 08/01/3: 01/01/3¢ 36C NA  39,26( 32,84¢ 1,79¢
<= $500 19t 7.2¢ 1.3¢€ 2.87 08/01/3: 01/01/3¢ 36C NA 73,59 66,73¢ 6,704
<=$1,000 63 3.8¢ 1.5C 2.77 08/01/37 12/01/3! 36C NA  48,85¢ 46,27¢ 3,411
> $1,000 38 3.2t 2.2¢ 2.77 04/01/3: 12/01/3! 36C NA  62,07¢ 60,61: 9,047

Grand

Total 512 7.2F 1.3¢ 2.8z 08/01/3: 01/01/3¢ 36C  NA $227,84: $208,93: $ 21,03:
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Multi-Family Mortgage Loans Held in Securitization Trust . Included in our portfolio are mulfamily mortgage loans held ir
securitization trust. On December 30, 2011, the gamyg had acquired 100% of the privately placed faoss security of the KO3 Series in tt
secondary market for approximately $21.7 milliors @result of our ownership interest in RiverBambi¢h is accounted for under the eq
method) increasing to 7.5%, among other factors]anuary 4, 2012, we determined that we are tmegpyi beneficiary of the K3 Series ar
have consolidated the B3 Series and related debt, interest income andnsepin our financial statements as of Januar@#2.2The Compar
does not have any claims to the assets (otherttiesecurity represented by our first loss piecedhdigations to the liabilities of the R3
Series. The Company’s maximum exposure to loss ftenK-03 Series is its carrying value of $24.3 millionafsMarch 31, 2012, whic
represents the Company's investment in the K-O&er

At March 31, 2012, the mulfamily mortgage loans held in securitization trtetaled approximately $1.2 billion, or 62.7% of
total assets. The Company has a net equity investoi@pproximately $24.3 million in the multi-falyisecuritization trust at March 31, 2012.

The following table details the mul&mily mortgage loans held in a securitization tras March 31, 2012 (dollar amounts
thousands):

# of Loans Par Value Coupon Carrying Value
March 31, 2012 62 $ 1,044,271 5.85% $ 1,155,18

Characteristics of Our Multi-Family Mortgage Loahkeld in Securitization Trust:

The following table sets forth the composition aoff enulti-family mortgage loans held in securitization trastof March 31, 20:
(dollar amounts in thousands):

March 31, 2012

Current balance of loans $ 1,044,27!
Number of loan: 62
Weighted average original LTV 68.7%
Weighted average underwritten debt service coveratie 1.6&x
Current average loan size $ 16,84:
Weighted average original loan term (in months) 117
Weighted average current remaining term (in months) 80
Weighted average loan rate 5.85%
First mortgages 10C%
Geographic state concentration (greater than 5.0%):
Georgia 13.4%
Texas 11.7%
California 11.4%
Connecticut 10.1%
Florida 5.C%
New York 5.C%
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Equity Investment in Limited Partnership. The following tables detail loan summary informatitor the loans held in the limit
partnership in which we have an equity interesbfaslarch 31, 2012 and December 31, 2011, respdytiwhich is accounted for under -
equity method (dollar amounts in thousands):

Loan Summary March 31, 2012
Number of Loan: 40
Aggregate Current Loan Balance $ 5,40
Average Current Loan Balance $ 13t
Weighted Average Original Term (Months) 37¢
Weighted Average Remaining Term (Months) 30¢
Weighted Average Gross Coupon (%) 6.9%%
Weighted Average Original Loan-to-Value of Loan (%) 87.02%
Average Cost-to-Principal of Asset at Funding (%) 72.82%
Fixed Rate Mortgages (%) 56.95%
Adjustable Rate Mortgages (%) 43.0¢%
First Lien Mortgages (%) 100.0(%
December 31
Loan Summary 2011
Number of Loan: 64
Aggregate Current Loan Balance $ 9,654
Average Current Loan Balance $ 151
Weighted Average Original Term (Months) 37t
Weighted Average Remaining Term (Months) 311
Weighted Average Gross Coupon (%) 7.02%
Weighted Average Original Loan-to-Value of Loan (%) 85.6%
Average Cost-to-Principal of Asset at Funding (%) 70.81%
Fixed Rate Mortgages (%) 55.5:%
Adjustable Rate Mortgages (%) 44.4%
First Lien Mortgages (%) 100.0(%
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Financing Arrangements, Portfolio Investments. As of March 31, 2012, there were approximately $41@8illion of repurchas
borrowings outstanding. Our repurchase agreentgpitsally have terms of 30 days or less. As of MaBd, 2012, the current weighted avel
borrowing rate on these financing facilities wa3%. For the three months ended March 31, 20th2 ending balance, quarterly average
maximum balance at any mongind for our repurchase agreement borrowings wefe3.81million, $118.6 million and $118.4 millic
respectively.

Residential Collateralized Debt Obligations . As of March 31, 2012 we had $194.8 million of residential collateraliz dek
obligations, or Residential CDOs, outstanding witiveighted average interest rate of 0.62%.

Multi-Family Collateralized Debt Obligations . As of March 31, 2012 , we had $1.1 billion of nmitmily collateralized del
obligations, or MultiFamily CDOs, outstanding with a weighted averagerést rate of 5.41%. During the first quarter 812, we determine
that we are the primary beneficiary of the K-03i€&eand have consolidated the K-03 Series intdinpancial statements.

Subordinated Debentures . As of March 31, 2012 certain of our wholly owned subsidiaries had ttrpseferred securiti
outstanding of $45.0 million with a weighted averagterest rate of 4.4%. The securities are fullgrgnteed by us with respect to distribut
and amounts payable upon liquidation, redemptiomepayment. These securities are classified asrdimaded debentures in the liabi
section of our condensed consolidated balancesheet

Derivative Assets and Liabilities. We generally hedge the risks related to changageénest rates related to our borrowings as wi
market values of our overall portfolio.

In order to reduce our interest rate risk relate@ur borrowings, we may utilize various hedgingtinments, such as interest
swap agreement contracts whereby we receive flpatite payments in exchange for fixed rate paymeffisctively converting our short te
repurchase agreement borrowings or CDOs to a fiated At March 31, 2012, the Company had $9.6 onilbf notional amount of interest r
swaps outstanding with a fair market liability valaf $0.2 million. The interest rate swaps quadifycash flow hedges for financial repor
purposes.

In addition to utilizing interest rate swaps, weynparchase or sell short U.S. Treasury securitiesnber into Eurodollar or oth
futures contracts or options to help mitigate tlogeptial impact of changes in interest rates onpadormance of our Agency I0s. We r
borrow securities to cover short sales of U.S. Sueasecurities under reverse repurchase agreenfgdtized and unrealized gains and Ic
associated with purchases and short sales of Ueasliry securities and Eurodollar or other futuaes recognized through earnings in
condensed consolidated statements of operations.

The Company uses TBAs, U.S. Treasury securitieslhBd Treasury futures and options to hedge inteegs risk, as well as spre
risk associated with its investments in Agency IBa. example, we may utilize TBAs to hedge therggéerate or yield spread risk inherer
our long Agency RMBS by taking short positions iBAS that are similar in character. In a TBA trarigag we would agree to purchase
sell, for future delivery, Agency RMBS with certgmmincipal and interest terms and certain typesiraderlying collateral, but the particL
Agency RMBS to be delivered is not identified urstilortly before the TBA settlement date. The Comgptgpically does not take delivery
TBAs, but rather settles with its trading countetiga on a net basis. TBAs are liquid and have egiobarket prices and represent the |
actively traded class of RMB&or TBA contracts that we have entered into, weehaat asserted that physical settlement is prob&aeaus
we have not designated these forward commitmemstsceged with our Agency 10s as hedging instrumemialized and unrealized gains
losses associated with these TBAs, U.S. Treaswyrisies and U.S. Treasury futures and optians recognized through earnings in
condensed consolidated statements of operations.

The use of TBAs exposes the Company to market védke as the market value of the securities that@ompany is required
purchase pursuant to a TBA transaction may detlélew the agreedpon purchase price. Conversely, the market valubeosecurities th
the Company is required to sell pursuant to a TEafagaction may increase above the agreed upompsede The use of TBAs associated \
our Agency 10 investments creates significant steasrh payables (and/or receivables) on our balaheet.

Derivative financial instruments may contain craiik to the extent that the institutional countatjgs may be unable to meet
terms of the agreements. We minimize this riskilmting our counterparties to major financial ingtions with good credit ratings. In additi
we regularly monitor the potential risk of loss lwiény one party resulting from this type of creisk. Accordingly, we do not expect ¢
material losses as a result of default by othetiggrbut cannot guarantee we do not have countgriadlures.
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Our investment in Agency IOs involves several typkderivative instruments used to hedge the olvesld profile of our investmen
in Agency 10s. This hedging technique is dynamimature and requires frequent adjustments, whiclrdingly makes it very difficult 1
qualify for hedge accounting treatment. Hedge anting treatment requires specific identificationaofisk or group of risks and then requ
that we designate a particular trade to that rigk wo minimal ability to adjust over the life did transaction. Because we and Midway
frequently adjusting these derivative instrumentseisponse to current market conditions, we hateriakned to account for all the derivai
instruments related to our Agency IO investmentdeag/atives not designated as hedging instruments.

Balance Sheet Analysis - Stockholders’ Equity

Stockholders’ equity at March 31, 20%&s $92.0 million and included $15.6 million of aowlated other comprehensive inco
The accumulated other comprehensive income codsigt815.8 million in unrealized gains primarilyated to our CLOs and $0.2 million
unrealized derivative losses related to cash fleddes. Stockholders’ equity at December 31, 204% $85.3 million and included $1
million of accumulated other comprehensive incoiflee accumulated other comprehensive income codsté&12.8 million in unrealize
gains primarily related to our CLOs, $1.2 milliom iinrealized losses related to our CMBS and $0IBomiin unrealized derivative loss
related to cash flow hedges.

Analysis of Changes in Book Value

The following table analyzes the changes in bodkevéor the three months ended March 31, 2012 (awsoin thousands, except
share):

Three Months Ended March 31, 2012

Amount Shares Per Share®
Beginning Balance $ 85,27¢ 13,93¢ $ 6.1Z
Stock issuance 7 1 0.0C
Restricted shares 51 23€ 0.0C
Balance after share issuance activity 85,33¢ 14,17¢ 6.0z
Dividends declared (3,549 (0.25)
Net change AOCI@
Hedges 111 0.01
RMBS 364 0.0:
CMBS 89¢€ 0.0¢
CLOs 2,95¢ 0.21
Net income excluding unrealized gains and losse&gancy 10s and relate
hedges and multi-family loans held in securitizatioust 4,68¢ 0.3
Unrealized net losses on Agency |0s and relatedésed (872) (0.06)
Unrealized gain on multi-family loans held in setimation trust 2,02¢ 0.12
Ending Balance $ 91,95¢ 14,178 $ 6.4¢

(1) Outstanding shares used to calculate book valushmee for the quarter ended period is based mtanuting shares as of March 31, 2
of 14,175,494,
@) Accumulated other comprehensive income (“AOCI”).
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Results of Operations
Comparison of the Quarter Ended March 31, 2012 tohe Quarter Ended March 31, 2011

For the three months ended March 31, 2012, we tegoret income attributable to common stockholdé$5.8 million, as compar
to net income attributable to common stockholddr$25 million for the same period in 2011. The mabmponents of the change in
income for the three months ended March 31, 201¢awpared to the same period for the prior yeadatailed in the following table (doll

amounts in thousands, except per share data):

For the Three Months Ended March 31,

2012 2011 % Change
Net interest incom $ 6,207 $ 2,51( 147.3%
Total other income $ 2,36( $ 2,30z 2.5%
Total general, administrative and other expenses $ 2,668 $ 2,29 16.4%
Income from continuing operations $ 589¢ $ 2,51¢ 134.2%
Income from discontinued operation - net of tax $ 9 $ (5) 80.0%
Net income $ 589 $ 2,51« 134.3%
Net income attributable to noncontrolling inter $ 51 $ — 100.0%
Net income attributable to common stockholc $ 583¢ $ 2,51« 132.3%
Basic income per common share $ 04z $ 0.27 55.6%
Diluted income per common share $ 04z $ 0.27 55.6%

The $3.3 million increase in net income attribuéatdl common stockholders was due primarily to & $3llion increase in net intere
margin on our investment portfolio and loans heldécuritization trusts, a $2.0 million increaseimealized gain on mulfamily loans held i
a securitization trust, a $0.4 million decreaseriovision for loan loss for the residential loaredchin securitization trusts, partially offset b
$0.8 million increase in net unrealized loss orestment securities and related hedges, a $1.Jomilécrease in net realized gain on secu
and related hedges, a $0.4 million decrease inniecdrom investment in limited partnership and a4$illion increase in gener
administrative and other expenses. The increasetnnterest income for the three months ended Ma&td; 2012 as compared to the tl
months ended March 31, 2011 was primarily due 8@ basis point increase in net interest spreaéthmiias mainly driven by our Agen
I0s and multifamily CMBS investments, coupled with an increasaverage interest earning assets, which primeeflgcts the deployment
additional equity capital raised by us in 2011. fivet invested in Agency IOs in March 2011. As auk, unlike the quarter ended March
2012, our results for the quarter ended March 8112o not include a full quarter of results froor dgency |10 portfolio, and thus, may
be comparable. The $2.0 million unrealized gainnuuiti-family loans held in a securitization trust refethe changes in valuations of
assets and liabilities of the 83 Series during the quarter. As discussed abawealized gains and losses for these assets &eeteef in th
statement of operations. The valuation for the KS@Bies 'assets and liabilities benefitted during the 204 fjuarter from tightening cre
spreads and generally less market volatility. TBeB $nillion increase in net unrealized loss on staeent securities and related hedgt
primarily associated with our Agency 10s. The $hillion decrease in net realized gain on securiied related hedges is primarily due tc
realized gains from the sale of certain CLOs dutimg three months ended March 31, 2011. The Comgigngot sell any CLOs during t
three months ended March 31, 2012.

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended March 31,

General, Administrative and Other Expenses: 2012 2011 % Change
Salaries and benefits $ 506 $ 45¢ 10.€%
Professional fees 445 33¢€ 31.8%
Management fees 1,19¢ 1,04(C 14.%
Other 522 45¢ 13.7%

Total $ 2,66¢ $ 2,29: 16.4%

The general, administrative and other expensegaser of $0.4 million for the three months endeddWa&1, 2012 as compared to
same period in 2011 was due primarily to a $0.lionilincrease in salaries and benefits, a $0.lionilincrease in professional fees, a !
million increase in management fees and a $0.liamilincrease in other expenses. The managementofe§4.2 million included ba:
management, incentive fees, and restricted stopkrese of $148,000, $619,000 and $50,000, respbgtpaid to Midway as well as $148,(
in fees paid to RiverBanc and $230,000 in incenfidées and management contract termination feestpaidsS.
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Quarterly Comparative Net | nterest Spread

Our results of operations for our investment pdidfaluring a given period typically reflects thetrieterest income earned on
investment portfolio of Agency and nédwgency RMBS, CMBS, prime ARM loans held in secusdtion trusts, loans held for investment, Ic
held for sale and CLOs (our “Interest Earning As9efThe net interest spread is impacted by factors sagobur cost of financing, the intel
rate that our investments bear and our interest matiging strategies. Furthermore, the amount efjpm or discount paid on purcha
portfolio investments and the prepayment ratesaitfgio investments will impact the net intereptesad as such factors will be amortized |
the expected term of such investments. Realizeduarghlized gains and losses on TBAs, Eurodolldrmreasury futures and other derivat
associated with our Agency 10 investments, whichndt utilize hedge accounting for financial repogtipurposes, are included in of
(expense) income in our statement of operationglae@fore not reflected in the data set forth Welo

The following table sets forth, among other thint net interest spread for our portfolio of lettrEarning Assets by quarter for
eight most recently completed quarters, excludiregdosts of our subordinated debentures:

Weighted
Average
Cash Yield
Average Interest on Interest
Earning Assets (§ Earning Assets Net Interest
Quarter Ended millions) (1) 3) Cost of Funds (4, Spread (5)
March 31, 20122 $ 396.4 7.5% 1.01% 6.58%
December 31, 2011 $ 372.¢ 7.17% 0.97% 6.2(%
September 30, 2011 $ 369.¢ 8.04% 0.8%% 7.1%%
June 30, 2011 $ 341.5 7.5% 0.94% 6.65%
March 31, 2011 $ 310.2 4.7¢% 1.06% 3.68%
December 31, 2010 $ 318.( 4.98% 1.45% 3.52%
September 30, 2010 $ 343t 5.2% 1.6€6% 3.62%
June 30, 2010 $ 393.¢ 5.28% 1.58% 3.7(%

(1) Our Average Interest Earning Assets is calculaszhejuarter as the daily average balance of oerdst Earning Assets for the qual
excluding unrealized gains and losses.

(2) Average Interest Earning Assets for the quanteled March 31, 2012 excludes alDB-Series assets other than the security represby
the privately placed first loss K-03 Series seguoitvned by us. Our net equity investment in th@®3Series securities owned by u
approximately $24.3 million.

(3) Our Weighted Average Cash Yield on Interest Earmsgets was calculated by dividing our annualizgt@rest income from Intert
Earning Assets for the quarter by our average ésteEarning Assets for the quarter.

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

(5) Net Interest Spread is the difference between oeigtited Average Cash Yield on Interest Earning #ssard our Cost of Func
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Prepayment Experience . The constant prepayment rate (“CPR1 our overall portfolio averaged approximately6e6.and 9.6¢
during the quarters ended March 31, 2012 and 2@&kpectively. CPRs on our overall residential magtgy portfolio averaged approximal
19.4% while the CPRs on residential mortgage Idsaid in our securitization trusts averaged appraxély 8.1% during the quarter en
March 31, 2012, as compared to 16.9% and 7.0%ectisply, during the same period in 2011. When pyepent expectations over
remaining life of assets increase, we have to dmgogremiums over a shorter time period resultimgaireduced yield to maturity on «
investment assets. Conversely, if prepayment eapiens decrease, the premium would be amortized aVenger period resulting in a hig
yield to maturity. In addition, the market valuasdacash flows from our Agency 10s can be materialiiyersely affected during periods
elevated prepayments. We monitor our prepaymengréqce on a monthly basis and adjust the amandizatte to reflect current marl
conditions.

The following table sets forth the constant prepagtrates for selected asset classes, by quarter:

Total
Agency Agency Non-Agency Residential Investment

Quarter Ended ARMs I0s RMBS Securitizations Portfolio
March 31, 2012 18.1% 19.€% 13.2% 8.1% 16.€%
December 31, 2011 16.9% 19.5% 12.6% 5.2% 15.8%
September 30, 2011 16.€% 10.1% 14.1% 10.2% 10.8%
June 30, 2011 19.2% 8.C% 11.2% 8.4% 8.8%
March 31, 2011 16.5% 10.4% 20.8% 7.C% 9.€%
December 31, 2010 22.€% —% 18.2% 11.5% 13.8%
September 30, 2010 33.8% —% 15.5% 18.7% 21.1%
June 30, 2010 48.€% —% 13.5% 11.9% 20.5%

Prepayment History for Agency RMBS Portfolio

Quarterly Averages Monthly Averages
Carrying
Value

3/31/2012 3/31/2012 12/31/2011 01/31/2012 02/29/2012 3/31/2012 04/30/2012
Agency ARMs $64,475 18.1% 16.9% 23.3% 23.1% 7.8%1) 29.8%(1)
Agency I0s $66,665 19.6% 19.5% 20.2% 19.1% 19.5% 20.1%

() The variance between periods may be due to a delsgrvicer reporting as the average between nsdatbonsistent with the last several
months of reporting

Federal Housing Finance Agency HARP Il Program

In November, the U.S. Government announced det&ildARP II, which is a program designed to assmtrdwers who are curre
with their mortgage payments but are unable tonagfte due to property valuation ratios. HARP Il iérget homeowners who did |
participate in the original version of HARP and whamortgages were originated prior to June 1, 2008.following table summarizes -

Agency RMBS in our portfolio that contain mortgagebich are eligible for refinancing and thus maypbepaid under HARP Il given t
parameters of the program.

HARP Il Eligible Agency RMBS (Collateralized by loans originated prior to June 2009)

Weighted Average Coupon (“WAC") of Underlying Loans

<4.0% <4.5% <5.0% <5.5% > 5.5%
Agency ARMs $ 20,208 — — — $ 13,508
Agency 10s — — — $6,771 $ 6,994

The Company does not believe securities backedoagsl with WACS less the 4.0% are at risk to the HARP |l progsnthi
borrower has minimal rate incentive to refinaneceaddition, the Agency ARMs with coupons greatemt!s.5% have an average coupon
period of 12 months. Based on current interessrate project that the new coupon would be approwem®.8% upon reset, thus reducing
borrower’s incentive to refinance.
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Non-GAAP Financial Measure

In addition to disclosing financial results caldelhin accordance with United States generally @eckaccounting principles (GAAI
we also present a non-GAAP financial measure tliisés for certain items. The n@AAP financial measure, net income excluc
unrealized gains and losses associated with AgEhayvestments and mulfamily loans held in securitization trust, set Fobtelow is provide
to enhance the user’s overall understanding offimancial performance. Specifically, managementdyels the norGAAP financial measu
provides useful information to investors by exchglior adjusting certain items affecting reporte@raging results that were unusual or
indicative of our core operating results. The @AAP financial measure presented by the Companuldhmt be considered a substitute
or superior to, the financial measures calculateacicordance with GAAP. Moreover, the nBAAP financial measure may not be compar
to similarly titted measures reported by other camips. The noiGAAP financial measure included in this filing hlasen reconciled to t
nearest GAAP measure.

Net Income Excluding Unrealized Gains and Losses Agciated with Agency 10 Investments
A reconciliation between net income excluding utized gains and losses related to our investmentgency 10s and relat

hedges, and mulfamily loans held in securitization trust, and GAAEt income attributable to common stockholderstfigr three montt
ended March 31, 2012 and 2011, respectively, isqmted below (dollar amounts in thousands, excapsipare amounts):

For the Three Months Ended For the Three Months Ended
March 31, 2012 March 31, 2011
Amounts Per Share Amounts Per Share

Net Income Attributable to Common Stockhold-
GAAP $ 583¢ $ 04z $ 2512 $ 0.27
Adjustments
Unrealized net losses on investment securities and
related hedges associated with Agency |10

investments 872 0.0¢ 40 =
Unrealized gain on multi-family loans held in
securitization trust (2,029 (0.15) — —
Net income attributable to common stockholc
excluding unrealized gains and losses $ 468t $ 03 $ 255. % 0.27

Portfolio Asset Yields for the Quarter Ended March31, 2012

The following table summarizes the Compangignificant assets at and for the quarter endartiM31, 2012, classified by relev
categories (dollar amount in thousands):

Carrying Value Coupons@ Yield @ CPR®
Agency RMBS $ 64,47¢ 3.57% 2.62% 18.1%
Agency 10s $ 66,66¢ 5.22% 16.82% 19.6%
CMBS $ 20,94 4.72% 12.1¢% N/A
Residential Securitized Loans $ 200,80¢ 2.76% 2.68% 8.1%
Multi-Family Securitized Loan®) $ 1,155,18: 5.86% 4.3(% N/A
CLOs $ 26,38¢ 4.51% 40.31% N/A

(1) Coupons, yields and CPRs are based on first qu20te? weighted average balances.

@ The Company consolidated the K-03 Series in itarfaial statements. The Company’s maximum exposuss from the K-03 Series is
its carrying value of $24.3 million as of March 2012, which represents the Company's investmethieitK-03 Series. After excluding i
assets and liabilities of the K-03 Series othenfttie security represented by the privately pldostlloss security owned by the Company,
the yield on the Company’s investment was 13.9884He quarter ended March 31, 2012.
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Liquidity and Capital Resources

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committaen repay borrowings, fu
and maintain investments, comply with margin reguients, fund our operations, pay management, iiveesitd consulting fees, pay divide
to our stockholders and other general businesssnéxar investments and assets generate liquiditgroangoing basis through principal
interest payments, prepayments, net earnings estgimior to payment of dividends and distributidnem unconsolidated investments.
addition, depending on market conditions, the sdlénvestment securities or capital market trarisast may provide additional liquidit
However, our intention is to meet our liquidity dsethrough normal operations with the goal of awvmdunplanned sales of asset:
emergency borrowing of funds.

During the three months ended March 31, 2012, we uet cash of $7.7 million, as a result of $6.8ioni used in investing activitit
and $7.4 million used in financing activities, wiiwas partially offset by $6.2 million of cash pided by operating activities. Our invest
activities primarily included $21.7 million of purases of loans held in a muléimily securitization trust and $8.0 million of phases ¢
investment securities, which was partially offsgti8.2 million of principal repayments receivedranrtgage loans held in securitization tru
$5.0 million of principal paydowns on investmentcweties available for sale, $3.8 million of prodsefrom our investment in limit
partnership and $3.6 million of net receipts onidgive instruments settled during the period. @oancing activities included proceeds fr
financing arrangements of $5.7 million, offset 8:3million in payments on CDOs and dividends pi$4.9 million.

We fund our investments and operations throughlanbed and diverse funding mix, which includes sitemm repurchase agreem
borrowings, CDOs, trust preferred debentures aridr fo their redemption, our convertible preferebentures. At March 31, 2012, we
cash and cash equivalents balances of $8.9 milliba.reduction in cash and cash equivalents fro&@tillion at December 31, 2011 refle
the use of additional capital in 2012 to acquiretangeted assets.

We rely primarily on repurchase agreements to fieathe mortgageacked securities and CLOs in our investment pliotfé\s of
March 31, 2012, we have outstanding repurchaseeagmets, a form of collateralized shetetm borrowing, with five different financi
institutions. These agreements are secured byircartaour investment securities and bear interagts that have historically moved in cl
relationship to LIBOR. Our borrowings under repwasé agreements are based on the fair value ohweestment securities portfolio. Intet
rate changes and increased prepayment activitthasa a negative impact on the valuation of thesergees, reducing the amount we
borrow under these agreements. Moreover, our repaecagreements allow the counterparties to determmnew market value of the collat
to reflect current market conditions and becausedHines of financing are not committed, the cexpdrty can call the loan at any time.
counterparty determines that the value of the toltd has decreased, the counterparty may inifiateargin call and require us to either |
additional collateral to cover such decrease oayepportion of the outstanding borrowing in caghminimal notice. Moreover, in the even
existing counterparty elected to not renew the tantling balance at its maturity into a new repusehagreement, we would be require
repay the outstanding balance with cash or procesmisved from a new counterparty or to surrentersiecurities that serve as collatera
the outstanding balance, or any combination thenéafle are unable to secure financing from a newnterparty and had to surrender
collateral, we would expect to incur a loss. Inifidd, in the event one of our lenders under thmurehase agreement defaults on its oblig:
to “re-sell” or return to us the securities that are securiegbtbrrowings at the end of the term of the repwsehagreement, we would inct
loss on the transaction equal to the amount ofréldi associated with the repurchase agreement. The maxiexposure with respect to
repurchase agreements is $26.8 million.

At March 31, 2012, the Company had short term borrowings or repwsehegreements of $118.4 million as compared to .$
million as of December 31, 2011. In addition to ewcess cashihe Company has $36.9 million in unencumbered ##&sirincluding $17.
million of RMBS, of which $13.4 million are AgendgMBS, to meet margin calls, if necessary. Ther&14.6 million in restricted cas
available to meet additional margin calls as iates$ to the repurchase agreements secured by emcpdOs.At March 31, 2012, we also h
long-term debt, including residential CDOs outstagdf $194.8 million, multifamily CDOs outstanding of $1.1 billion and subowatied det
of $45.0 million. The CDOs are collateralized by lesidential and mulfamily mortgage loans held in securitization truséspectively. Ot
maximum exposure to loss on our residential andisfamily CDOs are $7.4 million and $24.3 million, pestively. Based on our curr
investment portfolio, new investment initiativegvérage ratio and available and future possibleolong arrangements, we believe
existing cash balances, funds available under awrent repurchase agreements and cash flows froematpns will meet our liquidi
requirements for at least the next 12 months.

Our leverage ratio for our investment portfolio,igthwe define as our outstanding indebtedness umgherrchase agreements divi
by stockholders’ equity, was 1.3 to 1 at March 3112 .The Company's policy for leverage is based onythe bf asset, underlying collate
and overall market conditions. Currently, the Comptargets an 8 to 1 maximum leverage ratio formayeARMs, a 2 to 1 maximum levere
ratio for Agency 10s and a maximum ratio of 3 tdot all other securities. We monitor all at risk girort term borrowings to ensure that
have adequate liquidity to satisfy margin calls hade the ability to respond to other market disons.
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As of March 31, 2012 we have provided invested capital of $39.5 millimwards our Agency 1O strategy and $43.8 mil
excluding the effects of the short-term repurcHasncing, to RB Commercial Mortgage LLC, or RBCM,connection with our multiamily
CMBS investments. We funded these investments pitynaith proceeds from our public offerings in 20lexcess working capital and short-
term borrowings. We anticipate continuing to cdnite additional capital toward the acquisition of targeted assets in the future from e
working capital liquidity or proceeds from capitabrket transactions or a combination thereof.

Certain of our hedging instruments may also immactliquidity. We use Eurodollar or other futuresntracts to hedge interest t
risk associated with our investments in Agency I@®th respect to futures contracts, initial mardeposits will be made upon entering
futures contracts and can be either cash or se=urDuring the period the futures contract is gperanges in the value of the contract
recognized as unrealized gains or losses by matkingarket on a daily basis to reflect the markate of the contract at the end of each day’
trading. We may be required to satisfy variatiorrgirapayments periodically, depending upon whethreealized gains or losses are incurred.

We also use TBAs to hedge interest rate risk amelasprisk associated with our investments in Agel@y. Since delivery for the
securities extends beyond the typical settlememésdéor most nomlerivative investments, these transactions are mooee to mark
fluctuations between the trade date and the ulgénsattiement date, and thereby are more vulneraBlggcially in the absence of mal
arrangements with respect to these transactionscteasing amounts at risk with the applicablenterparties. The use of TBAs associ
with our Agency 10 investments creates significsimbrt term payables (and/or receivables) on owaru& sheet, amounting to $245.3 mil
at March 31, 2012.

We also use U.S. Treasury securities and U.S. Ulingdigtures and options to hedge interest rateagdociated with our investment:
Agency 10s and interest rate swap agreements achanism to reduce the interest rate risk of owenty ARMs and mortgage loans hel
securitization trusts.

We also own approximately $3.8 million of loanschébr sale, which are included in discontinued agiens. Our inability to s¢
these loans at all or on favorable terms could el affect our profitability as any sale for lékan the current reserved balance would r
in a loss. Currently, these loans are not finareguledged.

As it relates to loans sold previously under certaan sale agreements by our discontinued morttgging business, we may
required to repurchase some of those loans or inderie loan purchaser for damages caused byachref the loan sale agreement. We |
a reserve of approximately $0.3 million.

We have investment management agreements with Bawer and Midway, pursuant to which we pay these agars a ba
management and incentive fee quarterly in arrése." - Results of Operation€emparison of the Quarter Ended March 31, 2012uart@
Ended March 31, 2011Gomparative Expenses" for more information regaydive management fees paid during the quarter eiidech 31
2012.

On March 19, 2012 we declared a 2012 first quarter cash dividen8G25 per common share. The dividend was paid joril A5,
2012 to common stockholders of record as of Ma@h2P12. The dividend was paid out of our workimgital. We expect to continue to |
guarterly cash dividends on our common stock dutirggnear term. However, our Board of Directord wdlntinue to evaluate our divide
policy each quarter and will make adjustments aes&ary, based on a variety of factors, includimgong other things, the need to mair
our REIT status, our financial condition, liquiditgarnings projections and business prospects.d®idend policy does not constitute
obligation to pay dividends.

We intend to make distributions to our stockholderscomply with the various requirements to mamtaur REIT status and
minimize or avoid corporate income tax and the mahudtible excise tax. However, differences in tignlmetween the recognition of RE
taxable income and the actual receipt of cash coedpiire us to sell assets or to borrow funds cshaertierm basis to meet the RE
distribution requirements and to minimize or avoatporate income tax and the nondeductible exeiseAt December 31, 2011, Hypoth
Capital, LLC, one of our TRSs, had approximatel® $3illion of net operating loss carryforwards thdll expire in 2024 through 2029. T
Internal Revenue Code places certain limitationshenannual amount of net operating loss carryfadwahat can be utilized if certain char
in the Companys ownership occur. The Company has undergone arrship change within the meaning of IRC section 882 will limit the
net loss carryforwards to be used to offset futar@ble income to $660,000 per yddypotheca Capital, LLC, one of our TRSs, is prelg
undergoing an IRS examination for the taxable yeateed December 31, 2010 and 20089.
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Exposure to European financial counterparties

We finance the acquisition of a significant portioihour mortgagdsacked securities with repurchase agreements.rnemion witl
these financing arrangements, we pledge our sexuds collateral to secure the borrowing. The arnhofi collateral pledged will typical
exceed the amount of the financing with the extdrmver<collateralization ranging from 6% of the amountroared (in the case of Ager
ARM collateral) to up to 35% (in the case of CLQlateral). While our repurchase agreement financegylts in us recording a liability to 1
counterparty in our condensed consolidated balaheet, we are exposed to the counterparty, if dutie term of the repurchase agreetr
financing, a lender should default on its obligatiand we are not able to recover our pledged as$bts amount of this exposure is
difference between the amount loaned to us plesést due to the counterparty and the fair valuthefcollateral pledged by us to the ler
including accrued interest receivable on such teiéd.

Several large European banks have experiencedcfadaifficulty and have been either rescued byegament assistance or by ol
large European banks. Some of these banks havebbhn&ing subsidiaries which have provided repurelageement financing or interest
swap agreements to us in connection with the aitiquisof various investments, including mortgaggecked securities investments. We t
entered into repurchase agreements with Credits8uisrst Boston LLC (a subsidiary of Credit Suisd®up AG, which is domiciled
Switzerland) in the amount of $10.4 million at Mar81, 2012 with a net exposure of $0.8 million. Wave outstanding interest rate s
agreements with Barclays Bank PLC (domiciled in tthdted Kingdom) as a counterparty in the amoun$®© million notional with a n
exposure of $0.2 million. In addition, certain afrdJ.S. based counterparties may have significappgure to European sovereign debt w
could impact their future lending activities or sauthem to default under agreements with us. Aryntemparty defaults could result il
material adverse effect on our operating results.

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 inflation igwarily reflected in the increased costs of ouemgpions. Virtually all our assets and liabili
are financial in nature. Our consolidated finansi@tements and corresponding notes thereto haae firepared in accordance with GA
which require the measurement of financial positiol operating results in terms of historical dslleithout considering the changes in
relative purchasing power of money over time duanffation. As a result, interest rates and ottaatdrs influence our performance far v
than inflation. Inflation affects our operationsrparily through its effect on interest rates, siimterest 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. Dysamipds of decreasing interest rs
borrowers may prepay their mortgages, which in tmay adversely affect our yield and subsequentyvilue of our portfolio of mortga
assets.

Off-Balance Sheet Arrangements
We did not maintain any relationships with uncoitaikd entities or financial partnerships, sucteasities often referred to
structured finance or special purpose entitiegtdished for the purpose of facilitating dfélance sheet arrangements or other contrac

narrow or limited purposes. Further, we have netrgateed any obligations of unconsolidated entit@sdo we have any commitment or in
to provide funding to any such entities.
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ltem 3. Quantitative and Qualitative Discloares about Market Risk

Market risk is the exposure to loss resulting fronanges in interest rates, credit spreads andyepuides. All of our market ris
sensitive assets, liabilities and related derieagigsitions are for notmading purposes only. Management recognizes tl@xfimg primary risk:
associated with our business and the industry ichwye conduct business:

e Interest rate risk
« Liquidity risk

» Prepayment risk
o Credit risk

o Fair value risk

The following analysis includes forwatdeking statements that assume that certain mateetlitions occur. Actual results
differ materially from these projected results doiehanges in our portfolio assets and borrowingsand due to developments in the dom
and global financial and real estate markets. Dmraknts in the financial markets include the liketid of changing interest rates and
relationship of various interest rates and thejpact on our portfolio yield, cost of funds and célslws. The analytical methods that we us
assess and mitigate these market risks shouldencofsidered projections of future events or opeyaterformance.

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 variabd¢ée borrowings we use to finance our portfoliod ahe interest rate swaps and ¢
Eurodollar and other futures, TBAs and other sdi@srior instruments we use to hedge our portfdi®.a result, our net interest incom
particularly affected by changes in interest rates.

For example, we hold RMBS some of which may haveré@st coupons that reset on various dates thatarmatched to the re:
dates on our repurchase agreements. In generatetpgcing of our repurchase agreements occursemaickly than the rgricing of ou
assets. Thus, it is likely that our floating ratgrowings may react to changes in interest ratésréour RMBS because the weighted ave
next repricing dates on the related borrowings may hawetsh time periods than that of the RMBS. In adbuiifithe interest rates on 1
Agency ARMs backed by hybrid ARMs may be limitedatdperiodic cap’or an increase of typically 1% or 2% per adjustnueriod, whil
our borrowings do not have comparable limitatidiereover, changes in interest rates can directlyaich prepayment speeds, thereby affe
our net return on RMBS. During a declining interegtie environment, the prepayment of RMBS may a&cat# (as borrowers may op!
refinance at a lower rate) causing the amountadfilities that have been extended by the use efdst rate swaps to increase relative t
amount of RMBS, possibly resulting in a declineour net return on RMBS as replacement RMBS may lzalmver yield than those bei
prepaid. Conversely, during an increasing interatg environment, RMBS may prepay slower than ebggkaequiring us to finance a hig
amount of RMBS than originally forecast and at metiwhen interest rates may be higher, resulting idecline in our net return
RMBS. Accordingly, each of these scenarios can tivegg impact our net interest income.

We seek to manage interest rate risk in the pdottmy utilizing interest rate swaps, caps, Eurcatodind other futures, options
U.S. Treasury securities with the goal of optimigithe earnings potential while seeking to maintaimy term stable portfolio values. \
continually monitor the duration of our mortgagesets and have a policy to hedge the financing shiehthe net duration of the assets,
borrowed funds related to such assets, and retetdding instruments, are less than one year. Iitiaddwe utilize TBAs to mitigate the ris
on our long Agency RMBS positions associated withiovestments in Agency 10s.

We utilize a modebased risk analysis system to assist in projegiortfolio performances over a scenario of differiamérest rate
The model incorporates shifts in interest rateanges in prepayments and other factors impactiegatuations of our financial securities
instruments, including mortgademcked securities, repurchase agreements, interestswaps and interest rate caps, TBAs and Elen
futures
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Based on the results of the model, instantaneoaisgas in interest rates would have had the follgwefiect on net interest incol
for the next 12 months based on our assets antitiesbas of March 31, 2012 (dollar amounts inukands):

Changes in Net Interest Income
Changes in Net Interest

Changes in Interest Rates Income
+200 $ 4,75k
+100 $ 3,49:
-100 $ (23,599

Interest rate changes may also impact our net babhle as our financial assets and related hedgeatiges are marked-torarke
each quarter. Generally, as interest rates incrélasevalue of our mortgage assets, other than d@sreases, and conversely, as interest
decrease, the value of such investments will ireredhe value of an 10 will likely be negativelyfeafted in a declining interest r.
environment due to the risk of increasing prepaymates because the 10s value is wholly continganthe underlying mortgage loans hay
an outstanding balance. In general, we expect tvat; time, decreases in value of our portfoligiladtable to interest rate changes will
offset, to the degree we are hedged, by increasealiie of our interest rate swaps or other finanoistruments used for hedging purposes
vice versa. However, the relationship between sisremn securities and spreads on our hedging institarmay vary from time to tin
resulting in a net aggregate book value increasdecline. That said, unless there is a materialimpent in value that would result it
payment not being received on a security or lohanges in the book value of our portfolio will mbtectly affect our recurring earnings or
ability to make a distribution to our stockholders.

Liquidity Risk

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

Our principal sources of liquidity are the repuredagreements on our mortgdggeked securities, the CDOs we have issu
finance our loans held in securitization trustastmpreferred debentures, the principal and intgr@gments from our assets and cash pro:
from the issuance of equity or debt securitiesfasket and other conditions permit). We believe@usting cash balances and cash flows
operations will be sufficient for our liquidity re@ements for at least the next 12 months.

As it relates to our investment portfolio, derivatifinancial instruments we use to hedge intergst risk subject us to “margin call”
risk. If the value of our pledged assets decreasetd a change in interest rates, credit charatiesj or other pricing factors, we may
required to post additional cash or asset collgteraeduce the amount we are able to “borrai'sus the collateral. For example, undel
interest rate swaps, typically we pay a fixed tatéhe counterparties while they pay us a floatetg. If interest rates drop below the fixed
we are paying on an interest rate swap, we magdpgned to post cash margin.

Prepayment Risk

When borrowers repay the principal on their redii@¢mortgage loans before maturity or faster thtzgir scheduled amortizatic
the effect is to shorten the period over whichrese is earned, and therefore, reduce the yielddsidential mortgage assets purchasec
premium to their then current balance, as withrttggority of our assets. Conversely, residential tqeoge assets purchased for less than
then current balance exhibit higher yields dueastdr prepayments. Furthermore, prepayment spe®ggding or lower than our mode
prepayment speeds impact the effectiveness of adgds we have in place to mitigate financing anf#orvalue risk. Generally, when mar
interest rates decline, borrowers have a tendeacsefinance their mortgages, thereby increasingpgmments. The impact of increas
prepayment rates, whether as a result of declimtegest rates, government intervention in the gage markets or otherwise, is particul
acute with respect to our Agency |0s. Because #ieevof an IO security is wholly contingent on tirederlying mortgage loans having
outstanding principal balance, an unexpected iseréa prepayment rates on the pool of mortgagesloaaderlying the 10s could significar
negatively impact the performance of our Agency.|Os

Our modeled prepayments will help determine thewamof hedging we use to offet changes in interest rates. If actual prepay
rates are higher than modeled, the yield will Iss han modeled in cases where we paid a premiuthdarticular residential mortgage as
Conversely, when we have paid a premium, if agwepayment rates experienced are slower than nmydeks would amortize the premil
over a longer time period, resulting in a highelgito maturity.



In an increasing prepayment environment, the tindifierence between the actual cash receipt ofcjpal paydowns and t
announcement of the principal paydown may resudtditional margin requirements from our repurchag®ement counterparties.
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We mitigate prepayment risk by constantly evalugtior residential mortgage assets relative to yrepat speeds observed for as
with a similar structure, quality and charactecistiFurthermore, we stretsst the portfolio as to prepayment speeds andeistteate risk i
order to further develop or make modifications to dedge balances. Historically, we have not hedb@@o of our liability costs due
prepayment risk.

Credit Risk

Credit risk is the risk that we will not fully celtt the principal we have invested in mortgage doanother assets, such as non-
Agency RMBS, CMBS, and CLOs, due to borrower daga@ur portfolio of residential mortgage loanschiel securitization trusts as of Ma
31, 2012 consisted of approximately $202.5 millmfnsecuritized first liens originated in 2005 aratler. The securitized first liens wi
principally originated in 2005 by one of our suligites prior to our exit from the mortgage lendimgsiness. These are predominately high-
quality loans with an average loan-to-value (“LT\Watio at origination of approximately 70.4%, andemage borrower FICO score
approximately 729. In addition, approximately 64.4%these loans were originated with full incomel @sset verification. While we feel t
our origination and underwriting of these loand Wélp to mitigate the risk of significant borrowgefault on these loans, we cannot assurt
that all borrowers will continue to satisfy themypnent obligations under these loans and therebig alefault.

As of March 31, 2012 the Company owns $38.8 millafnfirst loss CMBS comprised of POs that are bdcky commerci:
mortgage loans on multamily properties at a weighted average amortizeatipase price of approximately 27.0% of current gae overa
return of these securities will be dependent onpirdormance of the underlying loans and accorgiinglanagement has taken an approg
credit reserve when determining the amount of dist¢o accrete into income over time. In additjome owned approximately $3.6 million
non-Agency RMBS senior securities. The nsgency RMBS has a weighted average amortized paecipsice of approximately 84.5%
current par value. Management believes the purcpase discount coupled with the credit supporthivitthe bond structure protects us fi
principal loss under most stress scenarios foretmemAgency RMBS. As of March 31, 2012, we own approxieha$26.4 million of note
issued by a CLO at a discounted purchase pricel ém38.8% of par. The securities are backed bgréqio of middle market corporate loat

Fair Value Risk

Changes in interest rates also expose us to meaket (fair value) fluctuation on our assets, lidibs and hedges. While the {
value of the majority of our assets that are messon a recurring basis are determined using L2¥a&ir values, we own certain assets, sut
our CMBS, for which fair values may not be readilailable if there are no active trading marketsiie instruments. In such cases, fair ve
would only be derived or estimated for these inwestts using various valuation techniques, suctoagating the present value of estim;
future cash flows using discount rates commensusétte the risks involved. However, the determinatiof estimated future cash flows
inherently subjective and imprecise. Minor chanigeassumptions or estimation methodologies can laanmterial effect on these derivec
estimated fair values. Our fair value estimates asslimptions are indicative of the interest ratérenments as of March 31, 2012, and dc
take into consideration the effects of subsequerteést rate fluctuations.

We note that the values of our investments in @ére instruments, primarily interest rate hedgesar debt, will be sensitive
changes in market interest rates, interest rateasist credit spreads and other market factorsv@he of these investments can vary anc
varied materially from period to period.

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

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

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

The fair values of the Company's RMBS and CLOsgamerally based on market prices provided by dealéto make markets
these financial instruments. If the fair value cfegcurity is not reasonably available from a deaemagement estimates the fair value bas
characteristics of the security that the Compaggikes from the issuer and on available marketrmétion.

The fair value of residential mortgage loans heidsecuritization trusts is estimated using pricmgdels and taking in
consideration the aggregated characteristics affpg@f loans such as, but not limited to, colldtepe, index, interest rate, margin, lengtl
fixed-rate period, life cap, periodic cap, underwritingnslards, age and credit estimated using the astihmarket prices for similar types



loans.
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The fair value of our CMBS is based on managemsesstimates using pricing models and inputs fromeoii market conditior
including recent transactions. Our CMBS investmerdse acquired in private transactions and areaotitely traded in the secondary mark
However similar assets are issued on a periodiis lthat allows management to assess current madketitions when formulating a mor
evaluation.

The table below presents the sensitivity of thekstavalue and net duration changes of our portfati@f March 31, 2012, usin
discounted cash flow simulation model assumingratantaneous interest rate shift. Application @ thethod results in an estimation of
fair market value change of our assets, liabiliisd hedging instruments per 100 basis point (“Bpfjt in interest rates.

The use of hedging instruments is a critical pdrowar interest rate risk management strategies, thadeffects of these hedg
instruments on the market value of the portfolie ezflected in the model's output. This analys#® @hkes 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 raensitive such as cash, payment receivables, g
expenses, payables and accrued expenses are @kclude

Changes in assumptions including, but not limitedvblatility, mortgage and financing spreads, psapent 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
(Amounts in thousands)
+200 $ (10,914 3.47 years
+100 $ (6,212 2.59 years
Base — 1.42 years
-100 $ (419, 0.88 years

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

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 extensieeaign earnings simulation model to further analgar level of interest rate risk.

There are a number of key assumptions in our egsnsimulation model. These key assumptions inclclieenges in mark
conditions that affect interest rates, the pricafgARM products, the availability of investment atss and the availability and the cos
financing for portfolio assets. Other key assummionade in using the simulation model include pyepnt 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 oterssess potential interest rate risk.
assumptions used represent our estimate of thiy Efgect of changes in interest rates and do maoessarily reflect actual results. The earr
simulation model takes into account periodic afetitne caps embedded in our assets in determihimgarnings at risk.
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ltem 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 managemergpaie@iate to allow timely decisions regarding rieed disclosures. An evaluation v
performed under the supervision and with the padion 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 @12.2Based upon that evaluation, our Chief Exeeu@i¥ficer and Chief Financial Offic
concluded that our disclosure controls and proceslwere effective as of March 31, 2012.

Changes in Internal Control Over Financial RepodiThere have been no changes in our internal cootret financial reportin
during the quarter ended March 31, 2012 that hastenally affected, or are reasonably likely to englly affect, our internal control o\
financial reporting.

PART Il. OTHER INFORMATION
ltem 1A. Risk Factors

We previously disclosed risk factors under "ltem R&k Factors" in our Annual Report on Form K(@er the year ended Decem
31, 2011. In addition to those risk factors and thiger 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, 2011 are nc
only risks facing our company. Additional risks aadcertainties 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 adoption of fair value option accounting could result in income statement volatility, which in turn, could cause significant market price
and trading volume fluctuations for our securities.

Effective with the first quarter of 2012, we detémed that the COMM 2009-K3 Mortgage Trust, orOR-Series, was a varia
interest entity, or VIE, of which we are the priméeneficiary, and elected the fair value optiorttom assets and liabilities held within theDR-
Series. As a result, we are required to consolittegainderlying multi-family loans, related debiterest income and interest expense of the K
03 Series in our financial statements, althoughsole investment in the K3 series is our ownership of the privately plafiext loss securit
issued from the K-03 Series, which has a carryimges of approximately $24.3 million at March 31120 Excluding our investment in the K-
03 Series, we have historically accounted for thétinlamily CMBS in our investment portfolio through acgulated other comprehens
income, pursuant to which unrealized gains andesm those multi-family CMBS are reflected as djustment to stockholdergquity
However, unlike the treatment for the other mudtinily CMBS held in our portfolio, the fair value tign for the K-03 Seriesassets requir
that changes in valuations in the assets anditiabilof the KO3 Series be reflected through our earnings. Famgike, for the quarter enc
March 31, 2012, we recognized a $2.0 million urired gain in our statement of operations as a resuhe fair value accounting opti
election for the K-03 Series. As we acquire addaiomulti-family CMBS assets in the future that ammilar in structure and form to our 83
Series assets, we may be required to consolidatagbets and liabilities of the issuing trust amdilel expect to elect the fair value option
those assets. Because of this, our earnings marierpe greater volatility in the future as a dezlin the fair value of the K-03 Seriezsset:
or similar assets acquired by us in the futureldoeduce both our earnings and stockholders' yquiich in turn, could cause significi
market price and trading volume fluctuations for securities.

Our Leve 2 portfolio investments are recorded at fair value based on market quotations from pricing services and broker/dealers. Our Level
3 investments are recorded at fair value utilizing internal valuation models. The value of our common stock could be adversely affected if our
determinations regarding the fair value of these investments were materially higher than the values that we ultimately realize upon their
disposal.

All of our current portfolio investments are, arahee of our future portfolio investments will be,tlme form of securities that are
publicly traded. The fair value of securities antles investments that are not publicly traded matybe readily determinable. We currel
value and will continue to value these investmenisa quarterlybasis at fair value as determined by our managerbas¢d on mark
guotations from pricing services and brokers/dsatard/or internal valuation models. Because sudhatjons and valuations are inhere
uncertain, they may fluctuate over short perioddimie and are based on estimates, therefore oerrdigtations of fair value may difl
materially from the values that would have beerduéa public market for these securities existede value of our common stock could
adversely affected if our determinations regardhng fair value of these investments were materiaigjher than the values that we ultima
realize upon their disposal.
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Item 2. Unregistered Sales of Equity Secities and Use of Proceeds
Unregistered Sales of Equity Securities

As previously disclosed, on March 9, 2012, we igs@&3,980 shares of restricted common stock (thesttiRted Shares")
Midway pursuant to the Company's investment managémgreement with Midway, as amended, having gneggte value of approximat
$1.4 million (based on the closing sales pricewofadmmon stock on the Nasdaq Capital Market oncll&; 2012). The Restricted Shares
annually in onghird increments beginning on December 31, 2012. ifhuance was exempt from the registration reopgrgs of the Securiti
Act of 1933, as amended (the "Securities Act")gblasn the exemption provided by Section 4(2) ofSbeurities Act.

Item 5. Other Information.

On May 4, 2012, the Board of Directors (the “Bogrdf New York Mortgage Trust, Inc. (the “Companyfyrsuant to Section 7.2.8
Article VII of the Company's Articles of Amendmeahd Restatement (as amended, the “Chartepproved (i) an increase in the Comi
Stock Ownership Limit (as defined in the Charterpt9% (in value or number of shares, whichevenadse restrictive), of the aggregate of
outstanding shares of Common Stock (as definedarCharter), and (ii) an increase in the Aggre§atek Ownership Limit (as defined in-
Charter) to 9.9% in value of the aggregate of thtstanding shares of Capital Stock (as definedhénGharter). Each of the Common St
Ownership Limit and the Aggregate Stock Ownershigravpreviously set at 5.0%. In connection with tadion, the Company filed
certificate of notice with the State DepartmenfAséessments and Taxation of Maryland on May 4, 28X®py of which is filed as Exhibit 3.1
(9) to this Quarterly Report on Form 10-Q and toiporated by reference herein.

Item 6. Exhibits

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

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

NEW YORK MORTGAGE TRUST, INC

Date: May 4, 201 By: /s/ Steven R. Mumma

Steven R. Mumm
Chief Executive Officer and Preside
(Principal Executive Officer;

Date: May 4, 201 By: /s/ Fredric S. Starke

Fredric S. Starke
Chief Financial Office
(Principal Financial and Accounting Office
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Exhibit

EXHIBIT INDEX

Description

3.1(a)

3.1(b)

3.1(c)

3.1(d)

3.1(e)

3.1(f)

3.1(9)

3.2

4.1

4.2(a)

4.2(b)

4.3(a)

4.3(b)

4.3(c)

10.1

311
31.2
32.1

Articles of Amendment and Restatement of New Yorsrtgage Trust, Inc. (Incorporated by reference xbilit 3.1
to the Company’s Registration Statement on Forrhl Sas filed with the Securities and Exchange Corsiori
(Registration No. 333-111668), effective June ZB4.

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

Articles of Amendment of the Registrant (Incorperhby reference to Exhibit 3.2 to the Compangurrent Repac
on Form 8-K filed on October 4, 2007).

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

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

Articles of Amendment of the Registrant (Incorpethby reference to Exhibit 3.1(f) to the Compan@urrent Repc
on Form 8-K filed on June 15, 2009).

Certificate of Notice, dated May 4, 201:

Bylaws of New York Mortgage Trust, Inc., as amendedorporated by reference to Exhibit 3.2 to ther@anyk
Annual Report on Form 10-K filed on March 4, 2011).

Form of Common Stock Certificate. (Incorporated t@ference to Exhibit 4.1 to the CompasmyRegistratio
Statement on Form S-11 as filed with the Securiied Exchange Commission (Registration No. 333668)
effective June 23, 2004).

Junior Subordinated Indenture between The New Ytokigage Company, LLC and JPMorgan Chase BankoNa
Association, as trustee, dated December 1, 20660i(borated by reference to Exhibit 4.1 to the Canys Currer
Report on Form 8-K as filed with the Securities &xthange Commission on December 6, 2005).

Amended and Restated Trust Agreement among The W& Mortgage Company, LLC, JPMorgan Chase B
National Association, Chase Bank USA, National Asstion and the Administrative Trustees named the@ate:
December 1, 2005. (Incorporated by reference tatix.2 to the Company’s Current Report on Forr{ &s filec
with the Securities and Exchange Commission on Déee 6, 2005).

Articles Supplementary Establishing and Fixing Rights and Preferences of Series A Cumulative Redbk
Convertible Preferred Stock of the Company (Ipooated by reference to Exhibit 4.1 to the CompsuwGurren
Report on Form 8-K filed on January 25, 2008).

Form of Series A Cumulative Redeemable Convertleferred Stock Certificate (Incorporated by refeee tc
Exhibit 4.2 to the Company’s Current Report on F@&ni filed on January 25, 2008).

Articles Supplementary Reclassifying Series A Cuative Redeemable Convertible Preferred Stock afeiPee
Stock (Incorporated by reference to Exhibit 99.1he Company’s Current Report on FornK8ed on February :
2012).

First Amendment to Investment Management Agreentgniand between New York Mortgage Trust, Inc. amd
Midway Group, L.P., dated March 9, 2012 (Incorpedaby reference to Exhibit 10.19 to the Companihnua
Report on Form 10-K for the year ended Decembe311).

Section 302 Certification of Chief Executive Office
Section 302 Certification of Chief Financial Office
Section 906 Certification of Chief Executive Offiand Chief Financial Officer.*

Exhibit 101.INS XBRL Instance Document ***



Exhibit 101.SCH XBRIl Taxonomy Extension Schema Document ***

Exhibit 101.CAL
XBRL
Exhibit 101.DEF
XBRL
Exhibit 101.LAB
XBRL
Exhibit 101.PRE
XBRL

Taxonomy Extension Calculation Linkbase Documerit **
Taxonomy Extension Definition Linkbase Document ***
Taxonomy Extension Label Linkbase Document ***
Taxonomy Extension Presentation Linkbase Docum#nt *
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*%

*k%

Filed herewith.

Furnished herewith. Such certification shalltrie deemed “filed’for the purposes of Section 18 of the Securitieshiarge Act ¢
1934, as amended.

Submitted electronically herewith. Attached as B#h101 to this report are the following documefasmatted in XBRL (Extensib
Business Reporting Language): (i) Condensed Categelil Balance Sheets at March 31, 2012 (Unaudited)December 31, 20
(Derived from the audited balance sheet at Dece®bge011); (i) Condensed Consolidated Statemein@perations (Unaudited) 1
the three months ended March 31, 2012 and 2011C6ndensed Consolidated Statements of Comprelehsiome (Unaudited) f
the three months ended March 31, 2012 and 2011Cwndensed Consolidated Statement of Equity (Uited)dfor the three mont
ended March 31, 2012; (v) Condensed Consolidatatbi@ents of Cash Flows (Unaudited) for the threathmended March 31, 2C
and 2011; and (vi) Unaudited Notes to Condenseds@imated Financial Statements. Users of this daéaadvised pursuant
Rule 406T of Regulation $-that this interactive data file is deemed noedilor part of a registration statement or prospetn
purposes of Sections 11 or 12 of the Securities #ct933, is deemed not filed for purposes of ®ectl8 of the Securities a
Exchange Act of 1934, and otherwise is not suligitibility under these sections.
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Exhibit 3.1(g

NEW YORK MORTGAGE TRUST, INC.

CERTIFICATE OF NOTICE

THIS IS TO CERTIFY THAT:

FIRST: The Board of Directors of New York Mortgage Trusc., a Maryland corporation (the “Corporationursuant to
Section 7.2.8 of Article VII of the charter of t@®rporation (the “Charter”), has (i) increased @@mmon Stock Ownership Limit (as defined
in the Charter) to 9.9% (in value or number of ssawhichever is more restrictive), of the aggregdtthe outstanding shares of Common
Stock (as defined in the Charter), and (ii) incesbthe Aggregate Stock Ownership Limit (as defimetthe Charter) to 9.9% in value of the
aggregate of the outstanding shares of CapitakSaxdefined in the Charter).

SECOND: The undersigned officer acknowledges this Gesié of Notice to be the corporate act of the Goapion and as
to all matters or facts required to be verified @ndath, the undersigned officer acknowledgestthtite best of his knowledge, information ¢
belief, these matters and facts are true in alendtrespects and that this statement is maderuhdeenalties for perjury.

IN WITNESS WHEREOF, the Corporation has caused@edificate of Notice to be signed in its name andts behalf by
the undersigned officer and attested to by its @ary on this 4th day of May, 2012.

ATTEST: NEW YORK MORTGAGE TRUST, INC.
/s/ Nathan R. Ree: /s/ Steven R. Mumm (SEAL)
Name: Nathan R. Rees Name: Steven R. Mumn

Title: Secretary Title: President and Chief Executive Offic



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 FormQor the quarter ended March 31, 2012 of New Yiddrtgage Trus
Inc.;

2. Based on my knowledge, this report does notaiorgny untrue statement of a material fact or dmistate a materi
fact necessary to make the statements made, indfghe circumstances under which such statemgete made, not misleading with resj
to the period covered by this report;

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

4. The registrang other certifying officer and | are responsible &stablishing and maintaining disclosure contiots
procedures (as defined in Exchange Act Rules 18a}kmnd 15dt5(e)) and internal control over financial repagtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhtsubsidiaries,
made known to us by others within those entitiestipularly during the period in which this rep@tbeing prepared;

(b) Designed such internal control over financial reipgr, or caused such internal control over finah@aorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimeport our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

(d) Disclosed in this report any change in the regm®ainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registran$ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal abmyvel
financial reporting, to the registrant's auditonsl ghe audit committee of the registrant's boardirctors (or persons performing the equive
functions):

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

(b) Any fraud, whether or not material, that involvesamagement or other employees who have a significalet ir
the registrant's internal control over financigloging.

Date: May 4, 2012
/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 FormQor the quarter ended March 31, 2012 of New Yiddrtgage Trus
Inc.;

2. Based on my knowledge, this report does notaiorgny untrue statement of a material fact or dmistate a materi
fact necessary to make the statements made, indfghe circumstances under which such statemgete made, not misleading with resj
to the period covered by this report;

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

4. The registrang other certifying officer and | are responsible &stablishing and maintaining disclosure contiots
procedures (as defined in Exchange Act Rules 18a}kmnd 15dt5(e)) and internal control over financial repagtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures ttesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhtsubsidiaries,
made known to us by others within those entitiestipularly during the period in which this rep@tbeing prepared;

(b) Designed such internal control over financial reipgr, or caused such internal control over finah@aorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimeport our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

(d) Disclosed in this report any change in the regm®ainternal control over financial reporting thatcurred during tt
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

5. The registran$ other certifying officer and | have disclosedsdxhon our most recent evaluation of internal abmyvel
financial reporting, to the registrant's auditonsl ghe audit committee of the registrant's boardirctors (or persons performing the equive
functions):

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

(b) Any fraud, whether or not material, that involvesamagement or other employees who have a significalet ir
the registrant's internal control over financigloging.

Date: May 4, 2012
/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 Ydvlortgage Trust, Inc., (the “Company”) on Form QOfor the quarter ended March
2012, as filed with the Securities and Exchange @msion on the date hereof (the “Reportf)e undersigned hereby certifies, pursuant 1
U.S.C. § 1350, as adopted pursuant to section BdGarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faigyesents, in all material respects, the financtaldition and results of operations of
Company.

A signed original of this written statement reqditgy Section 906 has been provided to the Compadynédl be retained by the Company i
furnished to the Securities and Exchange Commissiats staff upon request.

Date: May 4, 2012
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: May 4, 2012
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




