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PART I. FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial S&nents

NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands)

September 30, December 31,
2012 2011
ASSETS (unaudited)

Investment securities available for sale, at falue (including pledged securities of $617,995 ar

$129,942, respectively) $ 676,47. $ 200,34:
Investment securities available for sale, at faiue held in securitization trust 21,64 -
Residential mortgage loans held in securitizatiosts (net) 193,90! 206,92(
Multi-family loans held in securitization trustdg,fair value 3,952,08! -
Derivative assets 203,52( 208,21t
Investment in limited partnership 164 8,70:
Cash and cash equivalents 41,03¢ 16,58¢
Receivable for securities sold - 1,13¢
Receivables and other assets 70,71¢ 40,80:
Total Assets $ 5,159,54i $ 682,70!

LIABILITIES AND EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 580,17¢ $ 112,67:
Residential collateralized debt obligations 187,52. 199,76:
Multi-family collateralized debt obligations, atfaalue 3,862,47. -
Securitized debt 26,13¢ -
Derivative liabilities 6,26¢ 2,61¢
Payable for securities purchased 201,51¢ 228,30(
Accrued expenses and other liabilities 28,44: 8,04:
Subordinated debentures 45,00( 45,00(
Total liabilities 4,937,53 596,39!
Commitments and Contingencies
Equity:
Stockholders' equity
Common stock, $0.01 par value, 400,000,000 authdyiz4,044,374 and 13,938,273 shares isst

and outstanding at September 30, 2012 and Dece3ib@011, respectively 34C 13¢
Additional paid-in capital 264,29¢ 153,71(
Accumulated other comprehensive income 18,35: 11,29:
Accumulated deficit (60,974 (79,867)
Total stockholders' equity 222,01 85,27¢
Noncontrolling interes - 1,02¢
Total equity 222,01 86,30"
Total Liabilities and Equity $ 5,159,54i $ 682,70!

See notes to condensed consolidated financialms&ates.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollar amounts in thousands, except per sharé data

INTEREST INCOME:
Investment securities and other
Multi-family loans held in securitization trusts
Residential mortgage loans held in securitizatiosts
Total interest income

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

Total interest expense
NET INTEREST INCOME

OTHER INCOME (EXPENSE):
Provision for loan losses

(unaudited)

For the Three Months
Ended September 30,

For the Nine Months
Ended September 30,

(Loss) income from investments in limited partngrsdnd limited

liability company

Realized gain on investment securities and relagelfjes, net

Unrealized loss on investment securities and rélaéziges, net
Unrealized gain on multi-family loans and debt hieldecuritization

trusts, net
Total other income (expense)

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

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME

TAXES
Income tax expense

INCOME (LOSS) FROM CONTINUING OPERATIONS

(Loss) income from discontinued operation - netiaef
NET INCOME
Net income (loss) attributable to noncontrollingeirest

NET INCOME (LOSS) ATTRIBUTABLE TO COMMON

STOCKHOLDERS

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&atts.

2012 2011 2012 2011
$ 6,33: $ 6,07 $ 16,63¢ $ 13,39(
36,07 : 67,07¢ :
1,42¢ 1,357 4,201 4,217
43,83 7,431 87,91¢ 17,60°

89C 387 1,847 1,081

33,37« : 62,48¢ :

321 34t 1,017 1,08(

63¢ : 1€ :

48¢ 471 1,487 1,407

35,70; 1,20: 67,74 3,56¢
8,13( 6,22¢ 20,17¢ 14,03¢

(247) (43E) (53€) (1,459

(64) 47¢ 664 1,762

5,04¢ 2,52¢ 5,67 8,00(
(1,876 (8,027) (2,577) (8,762

762 - 4,99 -

3,62: (5,457 8,21¢ (45¢)

3,241 717 8,56¢ 6,46

3,241 717 8,56¢ 6,46

8,51z 54 19,82t 7,11¢

59¢ 56 1,06¢ 41¢

7,91¢ @) 18,76( 6,697

(1) 19 32 23

7,91¢ 17 18,79: 6,72(

- 32 (97) 52

$ 791: $ (15 $ 18,88¢ $ 6,66¢
$ 0.3C $ - $ 1.01 $ 0.67
$ 0.3C $ -3 1.01 $ 0.67
$ 027 $ 0.28 $ 0.7¢ $ 0.6F
26,54 11,14¢ 18,62¢ 10,01
26,54 11,14¢ 18,62¢ 10,01







NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Dollar amounts in thousands)
(unaudited)

For the Three Months
Ended September 30,

For the Nine Months
Ended September 30,

2012 2011 2012 2011

NET INCOME (LOSS) ATTRIBUTABLE TO COMMON
STOCKHOLDERS $ 7,91 $ (15 $ 18,88¢ $ 6,66¢
OTHER COMPREHENSIVE INCOME (LOSS)

Increase (decrease) in net unrealized gain onableifor sale securitie 4,22¢ (5,089 8,67¢ (1,99¢)

Reclassification adjustment for net gain includedét income - Q) - (3,88¢)

(Decrease) increase in fair value of derivativérimaents utilized for

cash flow hedges (1,792 194 (1,619 603
OTHER COMPREHENSIVE INCOME (LOSS) 2,43: (4,897 7,06( (5,279
COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE TO COMMO
STOCKHOLDERS $ 10,34¢ $ (4,906 25,94¢ $ 1,38¢

See notes to condensed consolidated financialms&atts.




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¢ $ 86,30’
Net income - - 18,88¢ - (97 18,79:
Stock issuance, net 201 128,01 - - - 128,21.
Dividends declared - (17,42¢) - - - (17,420
Decrease in noncontrolling interest
related to sale of interest in a
mortgage loan held for investmel - - - - (932 (932
Increase in net unrealized gain on
available for sale securities - - - 8,67¢ - 8,67¢
Decrease in fair value of derivative
instruments utilized for cash flow
hedges - - - (1,619 - (1,619
Balance, September 30, 2012 $ 34C $ 264,29t $ (60,979 $ 18,35 $ - 3 222,01

See notes to condensed consolidated financialms&ates.




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

(unaudited)
For the Nine Months Ended
September 30,
2012 2011
Cash Flows from Operating Activities:
Net income $ 18,79: $ 6,72(
Adjustments to reconcile net income to net caskigem by operating activities:
Net amortization 6,587 2,56¢
Realized gain on investment securities and relagelfjes, net (5,679 (8,000)
Unrealized loss on investment securities and rélagziges, net 2,571 8,76:
Unrealized gain on loans and debt held in multiifasecuritization trusts (4,990 -
Net decrease in loans held for sale 95¢€ 24
Provision for loan losses 53€ 1,45¢
Income from investment in limited partnership aimdited liability company (664) (1,767)
Interest distributions from investment in limitedrmership and limited liability company 14¢ 91C
Stock issuance expense 61¢ 20z
Changes in operating assets and liabilities:
Receivables and other assets (19,169 (3,579
Accrued expenses and other liabilities 16,081 167
Net cash provided by operating activit 15,817 7,47
Cash Flows from Investing Activities:
Restricted cash (14,28%) (17,349
Proceeds from sales of investment securities 50,57¢ 168,05!
Purchases of investment securities (596,156 (267,81Y
Issuance of mortgage loans held for investment - (2,520)
Purchase of investment in limited liability company - (5,327
Proceeds from investment in limited partnership 9,04z 7,95z
Proceeds from mortgage loans held for investment 3,31¢ 5,00:
Net receipts on other derivative instruments setilering the period 7,067 -
Principal repayments received on residential mgegdaans held in securitization trusts 11,88: 16,43¢
Principal repayments received on multi-family lodetd in securitization trusts 17,901 -
Principal paydowns on investment securities - abdd for sale 23,50¢ 14,13¢
Purchases of investments held in multi-family seization trusts (80,959 -
Net cash used in investing activiti (568,10Y (81,420
Cash Flows from Financing Activities:
Proceeds from financing arrangements 467,50: 75,86¢
Stock issuance 128,34( 12,29:
Costs associated with common stock issued (744) (359
Dividends paid (13,119 (5,47%)
Payments made on residential collateralized delijatinns (12,297 (17,00¢)
Payments made on multi-family collateralized defitgations (17,907 -
Capital (distributed to) contributed by noncontirgdl interest (932 932
Proceeds from securitized debt 25,99¢ -
Payments made on securitized debt (105) -
Net cash provided by financing activiti 576,74t 66,25’
Net Increase (Decrease) in Cash and Cash Equivalent 24,45 (7,69¢)
Cash and Cash Equivalents - Beginning of Period 16,58¢ 19,37¢
Cash and Cash Equivalents - End of Period $ 41,03¢ $ 11,67¢
Supplemental Disclosure:
Cash paid for interest $ 3,89: $ 3,46¢

Non-Cash Investment Activities:



Sale of investment securities not yet settled

Purchase of investment securities not yet settled
Consolidation of multi-family loans held in secimidtion trusts
Consolidation of multi-family collateralized deltl@ations

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

See notes to condensed consolidated financialms&ates.

6

$ - $ 5,40(
$ 201,51¢ $ 79,58¢
$ 3,808,55 $ -
$ 3,727,74. $ =
$ 9,19: $ 2,79¢




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
September 30, 2012

(unaudited)
1. Summary of Significant Accountig Policies

Organization— New York Mortgage Trust, Inc., together with @snsolidated subsidiaries (“NYMT,” the “Companyeé,” “our”
and “us”), is a real estate investment trust, ot TREh the business of acquiring, investing in,afirting and managing primarily mortgage
related assets and, to a lesser extent, finangsaits Our objective is to manage a portfolio wégtiments that will deliver stable distribution
our stockholders over diverse economic conditidis. intend to achieve this objective through a comation of net interest margin and
realized capital gains from our investment portfoDur portfolio includes investments sourced frdistressed markets in recent years as
as certain credit sensitive assets such as CMBEebdny commercial mortgage loans on multi-familpperties (“multi-family CMBS”)tha
create the potential for capital gains, as welinase interest rate sensitive mortgagéated investments, such as Agency RMBS consisti
adjustable-rate and hybrid adjustable-rate RMBSiclwvhve sometimes refer to as Agency ARMs, AgencyBSVconsisting of fixedate
RMBS, and Agency RMBS comprised of 10s, which wmetimes refer to as Agency I0s, that generateastéencome.

The Company conducts its business through the pammpany, NYMT, and several subsidiaries, inclgdspecial purpo:
subsidiaries established for residential loan amMBS securitization purposes, taxable REIT subsigéar("TRSs") and qualified RE
subsidiaries ("QRSs"). The Company utilizes two itsf wholly-owned QRSs, RB Commercial Mortgage LLGRBCM”) and NYMT
Commercial LLC, for its investments in multi-famiGMBS assets, and, to a lesser extent, other cocmhegal estateelated debt investmen
The Company utilizes another of its wholly-owned $3RNYMT-Midway LLC, and one of its whollpwned TRSs, New York Mortga
Funding, LLC (“NYMF"), for its Agency IO portfoliananaged by The Midway Group, L.P. (“MidwayThe Company consolidates all of
subsidiaries under generally accepted accountimgiptes in the United States of America (“GAAP”).

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

The following defines certain of the commonly usedns in these financial statements: “RMBS” retersesidential adjustablete
hybrid adjustable-rate, fixed-rate, interest onhgl anverse interest only and principal only mortgridiacked securities; “Agency RMB$sfer:
to RMBS representing interests in or obligationskiea by pools of mortgage loans issued or guardritgea federally chartered corporat
(“GSE"), such as the Federal National Mortgage A&g®n (“Fannie Mae”) or the Federal Home Loan dage Corporation (“Freddie Mag”
or an agency of the U.S. government, such as thei@ment National Mortgage Association (“Ginnie Maénon-Agency RMBS"refers t(
RMBS backed by prime jumbo and Alternative A-pafiadt-A”) mortgage loans; “lOs"refers collectively to interest only and inverseenes
only mortgage-backed securities that representigfin to the interest component of the cash flomnfra pool of mortgage loans; “POgfer:
to mortgage-backed securities that represent ¢t 1o the principal component of the cash flownira pool of mortgage loans; “ARMsé&fers
to adjustable-rate residential mortgage loans; “@ViBefers to commercial mortgadpacked securities comprised of commercial mort
passthrough securities, as well as 10 or PO securities represent the right to a specific componenthef cash flow from a pool
commercial mortgage loans; and “CLO” refers toateitalized loan obligations.

Basis of Presentation The condensed consolidated balance sheet as ofribece31, 2011 has been derived from audited firzd
statements. The condensed consolidated balanet ah®eptember 30, 2012, the condensed consalida@tements of operations for the tl
and nine months ended September 30, 2012 and gt tpndensed consolidated statements of comprigbansome for the three and n
months ended September 30, 2012 and 2011, the meedieonsolidated statement of equity for the nineths ended September 30, 2012
the condensed consolidated statements of cash ftowke nine months ended September 30, 2012 @hdl &re unaudited. In our opinion,
adjustments (which include only normal recurringuatinents) necessary to present fairly the Compgafiyiancial position, results
operations and cash flows have been made. Ceénfairmation and footnote disclosures normally imfgd in financial statements prepare
accordance with GAAP have been condensed or omiittetcordance with Article 10 of Regulation S-Xdathe instructions to Form 10-
Q. These condensed consolidated financial statesngdould be read in conjunction with the auditedsolidated financial statements
notes thereto included in our Annual Report on FAOK for the year ended December 31, 2011, as fileth tie Securities and Exchal
Commission (“SEC”).The results of operations for the three and ninathended September 30, 2012 are not necesgatitative of th
operating results for the full year.




The accompanying condensed consolidated finantitdraents have been prepared on the accrual Hesisa@unting in accordan
with U.S. GAAP. The preparation of financial statats in conformity with GAAP requires managementiake estimates and assumpt
that affect the reported amounts of assets anditie® and disclosure of contingent assets angilltees at the date of the financial statem
and the reported amounts of revenues and expenseg the reporting period. Actual results coulfatifrom those estimates.

The condensed consolidated financial statementseoCompany include the accounts of all subsidsasegnificant intercompai
accounts and transactions have been eliminatedai@eprior period amounts have been reclassifiedcaoform 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 insciént to permit the entity to finance its activitieithout additional subordinated financial sup
of other parties; or (2) as a group, the holderghefequity investment at risk lack (a) the powedirect the activities of an entity that rr
significantly impact the entitg’' economic performance; (b) the obligation to albdbe expected losses; or (c) the right to rectieeexpecte
residual returns; or (3) have disproportional vgtirights and the entitg’ activities are conducted on behalf of the investat ha
disproportionally few voting rights.

The Company consolidates a VIE when it has bothpihweer to direct the activities that most signifidg impact the econom
performance of the VIE and a right to receive bigmedr absorb losses of the entity that could bemlly significant to the VIE. Tt
Company is required to reconsider its evaluationvbéther to consolidate a VIE each reporting pertmked upon changes in the facts
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 comprehensiveriaddOCI"), include RMBS that are issu
by GSEs. Our investment securities are classdiedvailable for sale securities. Realized gainklasses recorded on the sale of invest
securities available for sale are based on theifgp@entification method and included in realizgdin (loss) on sale of securities and rel
hedges in the condensed consolidated statemerdpeavhtions. Purchase premiums or discounts on timesd securities are amortized
accreted to interest income over the estimatedfithe investment securities using the effectilddymethod. Adjustments to amortization
made for actual prepayment activity.

When the fair value of an investment security ssléhan its amortized cost at the balance sheet the security is considel
impaired. The Company assesses its impaired siesuoih at least a quarterly basis, and designat@simpairments as either “temporag’
“other-than-temporary.If the Company intends to sell an impaired secutyit 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 tcethtée
difference between the investment’s amortized aostits fair value at the balance sheet date elf@bmpany does not expect to sell an othe
than-temporarily impaired security, only the pamtiof the other-thatemporary impairment related to credit losses geized throug
earnings with the remainder recognized as a comyoot other comprehensive income (loss) on the ensdd consolidated balal
sheet. Impairments recognized through other congmstie income (loss) do not impact earnings. Fatigwthe recognition of an other-than-
temporary impairment through earnings, a new casishis established for the security, which maybeoadjusted for subsequent recoveri
fair value through earnings. However, other-th@mporary impairments recognized through earningy bre accreted back to the amort
cost basis of the security on a prospective basmigh interest income. The determination as totkdrean other-thatemporary impairme
exists and, if so, the amount considered other-tearporarily impaired is subjective, as such deteatidns are based on both factual
subjective information available at the time ofesssnent. As a result, the timing and amount ofretthentemporary impairments constiti
material estimates that are susceptible to significhange.

The Companys investment securities available for sale alstudes its investment in a wholly owned account nrefé to as ot
Agency 10 portfolio. These investments primarilglude interest only and inverse interest only siiesrsometimes referred to as §tha
represent the right to the interest component ef dash flow from a pool of mortgage loans that gwaranteed or issued by a GSE
government agency. The Agency 10 portfolio investtaénclude derivative investments not designagetiediging instruments for accoun
purposes, with unrealized gains and losses recedritrough earnings in the condensed consolidastensents of operations. The Comg
has elected the fair value option for these investnsecurities, which also measures unrealizedsgaim losses through earnings in
condensed consolidated statements of operatiortbeaSompany believes this accounting treatmenenascurately and consistently refle
their results of operations.




Investment Securities Available for Sale Held inui&ization Trust- On May 23, 2012, the Compasysubsidiary, RB Commerc
Trust 2012-RS1 (the “2012-RS1 Trust”), completa@-gecuritization of multi-family CMBS collateratid by multifamily mortgage loans. /
part of the re-securitization transaction, the 2B Trust issued a Class A Senior Note and a Babkwte (collectively, the “201RS]
Note¢"). The 2012-RS1 Notes are secured by multi-farfliMBS contributed to the 2012-RS1Trust by the Compdime multifamily CMBS
contributed to the 2012-RS1 Trust are compriseth®fCompany’s interest in first loss securities aedain 10’s issued by the FREMF 2011
K13 Mortgage Trust Multi-Family Mortgage Pass-ThghuCertificates 2011-K13 (the “K-13 Series”), theEMF 2011K15 Mortgage Tru:
Multi-Family Mortgage Pass-Through Certificates i8&r2011-K15 (the “K-15 Series”), and the FREMF 218 Mortgage Trust Multi-
Family Pass-Through Certificates, Series 2012-Kit# (‘K-18 Series”). The Comparg/investment securities available for sale hel
securitization trust are comprised of the firssltgnche PO security and certain IOs issued bKth8 Series and K5 Series that are held
the 2012-RS1 Trust. We determined that we wereptitaary beneficiary of the K-18 Series and havesotidated the entire K8 Serie
securitization and related debt, interest income expense in our financial statements. Refer ttMt#ti-Family Loans Held in Securitizati
Trusts.”

Residential Mortgage Loans Held in Securitizatiorusts — Residential mortgage loans held in securitizationsts ar
certain adjustable rate mortgage ("ARM") loans sfarred to New York Mortgage Trust 2005-1, New Ydfkrtgage Trust 2002-and Nev
York Mortgage Trust 2008-that have been securitized into sequentiallydratasses of beneficial interests. The Companywated for thes
securitization trusts as financings which are cbdated into the financial statements. Residentiartgage loans held in securitization tr
are carried at their unpaid principal balances ofieinamortized premium or discount, unamortizezhlorigination costs and allowance for |
losses.

Interest income is accrued and recognized as revergen earned according to the terms of the moetd@ans and when, in t
opinion of management, it is collectible. The aetrof interest on loans is discontinued when, imagemens opinion, the interest is r
collectible in the normal course of business, louhd case when payment becomes greater than 90deéigguent. Loans return to acct
status when principal and interest become curnethiaae 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 aof logsks inherent in our portfolio of residentiadrtgage loans held in securitization tru

Estimation involves the consideration of variousdit-related factors including but not limited tnacroeconomic conditions, tl
current housing market conditions, loanvidue ratios, delinquency status, historical créms 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, interbesed property data services to review comparaiglgepties in the same area or consult w
realtor in the property's area.

Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trusésse comprised of mulfiamily
mortgage loans held in the COMM 2009-K3 Mortgagest(“K-3 Series”), the FREMF 2010-K6 Mortgage Trudulti-Family Mortgage Pa
Through Certificates, Series 2010-K6 (the “K-6 8gf), and the K-18 Series (and together with th8 Keries and the K- Series, th
“Consolidated K-Series”)Based on a number of factors, we determined thatwere the primary beneficiary of each VIE withine
Consolidated KSeries, met the criteria for consolidation andoadingly, have consolidated these securitizatiactuding their debt, intere
income and expense in our financial statements.ddrapany has elected the fair value option on @fiche assets and liabilities held wit
the Consolidated K-Series, which requires that gkann valuations in the assets and liabilitiethef Consolidated kKseries be reflected in t
Company's statement of operations.

Interest income is accrued and recognized as reveren earned according to the terms of the moetd@gns and when, in t
opinion of management, it is collectible. The aatraf interest on loans is discontinued when, imagemens opinion, the interest is r
collectible in the normal course of business, Ibuh® case when payment becomes greater than 90deéigguent. Loans return to acct
status when principal and interest become curnethiaae anticipated to be fully collectible.

Mortgage Loans Held for InvestmenMortgage loans held for investment are stated paighprincipal balance, adjusted for
unamortized premium or discount, deferred fees xpeerses, net of valuation allowances, and are diecdluin receivables and otl
assets. Interest income is accrued on the prihaipaunt of the loan based on the Isnbntractual interest rate. Amortization of prem
and discounts is recorded using the effective ymé&thod. Interest income, amortization of premiwand discounts and prepayment fees
reported in interest income. Loans are consideoetlet impaired when it is probable that based upmment information and events,
Company will be unable to collect all amounts duear the contractual terms of the loan agreemesde® on the facts and circumstance
the individual loans being impaired, loan specifiduation allowances are established for the excasying value of the loan over either:
the present value of expected future cash flowsodisted at the loan’s original effective intereater (ii) the estimated fair value of the loan’
underlying collateral if the loan is in the proce$$oreclosure or otherwise collateral dependentjii) the loan’s observable market price.






Investment in Limited Partnership The Company has an equity investment in a limitadr@rship. In circumstances where
Company has a noeentrolling interest but either owns a significamterest or is able to exert influence over thaiadf of the enterprise, t
Company utilizes the equity method of accountingdéf the equity method of accounting, the initralestment is increased each perioc
additional capital contributions and a proportienghare of the entity’earnings and decreased for cash distributionsagrdportionate she
of the entitys losses. Where the Company is not required to additional losses, the Company does not contiauedord its proportiona
share of the entity’s losses such that its investrhalance would go 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 EquivalentsCash and cash equivalents include cash on handjrasmdue from banks and overnight deposits.
Company maintains its cash and cash equivaleritigily rated financial institutions, and at timaese balances exceed insurable amounts.

Receivables and Other AssetReceivables and other assets include restricteld lealsl by third parties of $40.1 million wh
includes $27.5 million held in our Agency IO potifoto be used for trading purposes and $12.3 omillield by counterparties as collatera
hedging instruments at September 30, 2012. Alstudiecl is interest receivable on mutimily loans held in securitization trusts of $1
million.

Financing Arrangements, Portfolio InvestmenrtsThe Company finances the majority of its agencyustes purchases usi
repurchase agreements. Under a repurchase agreemeagset is sold to a counterparty to be repsechat a future date at a predeterm
price, which represents the original sales priess ihterest. The Company accounts for these repaechgreements as financings under
860-1040. Under this standard, for these transactioettreated as financings, they must be separatsaittions and not linked. None of
Company's repurchase agreements are accountesl! lfoked transactions.

Residential Collateralized Debt Obligations (“Residial CDOs”) — We use Residential CDOs to permanently finance
residential mortgage loans held in securitizatiusts. For financial reporting purposes, the ARMN® held as collateral are recorded as ¢
of the Company and the Residential CDOs are redoaiethe Compang’ debt. The Company has completed four securiizgtisinc
inception, the first three were accounted for @emmanent financing and the fourth was accountedda sale and accordingly, not include
the Company’s financial statements.

Multi-Family Collateralized Debt Obligations (“MuHlFamily CDOs”) — We consolidated the ConsolidatedSkéries and relat:
debt, referred to as Multi-Family CDOs, in our ficéal statements. The Multi-Family CDOs permanefitignce the multfamily mortgag
loans held in the Consolidated $eries securitizations. For financial reportinggmses, the loans held as collateral are recordedsats of tt
Company and the Multi-Family CDOs are recordechasGompany’s debt. We refer to both the ResidetiaDs and MultiFamily CDOs a
CDOs in this report.

Securitized Debt On May 23, 2012, the 2012-RS1 Trust, a subsidiatiie Company, completed a re-securitization aftisfamily
CMBS collateralized by multi-family mortgage loamss part of the re-securitization transaction, #8842-RS1 Trust issued the 20R&]
Notes, which are secured by the n-family CMBS contributed to the 2012-RS1 Trust. Thalti-family CMBS contributed to the 201RS]
Trust are comprised of the Company’s interest @nfitst loss tranche (PO securities) and certasifSued by the K-13 Series, 16 Series ar
the K-18 Series. The Company has consolidate@@2-RS1 Trust on its financial statements begigmiith the quarter ended June 30, 2012

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

Derivative Financial Instruments- The Company has developed risk management progeamds processes, which inclt
investments in derivative financial instrumentsigeed to manage interest rate and prepayment ss&ciated with its securities investrr
activities.

Derivative instruments contain an element of riskthe event that the counterparties may be unabimdet the terms of su

agreements. The Company minimizes its risk exposwui@niting the counterparties with which it erdénto contracts to banks and investn
banks who meet established credit and capital §onete
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The Company invests in To-Be-Announced securitiBAs") through its Agency IO portfolio. TBAs areofwardsettling
purchases and sales of Agency RMBS where the wmdgrpools of mortgage loans are “To-Be-Announce@ursuant to these TE
transactions, we agree to purchase or sell, fardusettlement, Agency RMBS with certain principad interest terms and certain type
underlying collateral, but the particular Agency BRBIto be delivered is not identified until shortlgfore the TBA settlement date. For T
contracts that we have entered into, we have regtiriesl that physical settlement is probable, tbeeefve have not designated these fon
commitments as hedging instruments. Realized anellined gains and losses associated with thesesTéBé recognized through earning
the condensed consolidated statements of operations

For derivative instruments that are designated qulify 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 saméogeor periods during which the hed;
transaction affects earnings. The remaining gailogs on the derivative instruments in excess efcilimulative change in the present valt
future cash flows of the hedged item, if any, isognized in current earnings during the periodhafnge.

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

Termination of Hedging Relationships The Company employs risk management monitoring qaoes to ensure that
designated hedging relationships are demonstradimfjare expected to continue to demonstrate,haléngl of effectiveness. Hedge accoun
is discontinued on a prospective basis if it isesdwined that the hedging relationship is no lorgighly effective or expected to be hig
effective in offsetting changes in fair value of thedged item.

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

Revenue Recognitionlnterest income on our investment securities andwnmortgage loans is accrued based on the odist
principal balance and their contractual terms. Ruema and discounts associated with investment g@ssuand mortgage loans at the tim
purchase or origination are amortized into inteissbme over the life of such securities using ¢fiective yield method. Adjustments
premium amortization are made for actual prepayraetivity.

Interest income on our credit sensitive securigegh 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 interegeron these securities is basel
management’s estimate from each security of thgegied cash flows, which are estimated based orCtimapanys assumptions related
fluctuations in interest rates, prepayment speedstle timing and amount of credit losses. On astl@ quarterly basis, the Company rev
and, if appropriate, makes adjustments to its €iashprojections based on input and analysis resgifrom external sources, internal moc
and its judgment about interest rates, prepaynaesy the timing and amount of credit losses, ahdrdactors. Changes in cash flows f
those originally projected, or from those estimadétdthe last evaluation, may result in a prospectihange in the yield/interest incc
recognized on these securities.

Based on the projected cash flows from the Compsafingt loss principal only CMBS purchased at adist to par value, a porti
of the purchase discount is designated as non+abdegourchase discount or credit reserve, whictiglg mitigates the Compang’risk of los
on the mortgages collateralizing such CMBS, anubisexpected to be accreted into interest incorhe.dmount designated as a credit res
may be adjusted over time, based on the actuabqeaince of the security, its underlying collateeattual and projected cash flow from s
collateral, economic conditions and other facttrshe 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€wmely, if the performance of a secu
with a credit reserve is less favorable than fastadh the amount designated as credit reserve magcbeased, or impairment charges
write-downs of such securities to a new cost besigd result.

With respect to interest rate swaps that have eehllesignated as hedges, any net payments undkeGtoations in the fair vall
of, such swaps will be recognized in current earsin

Other Comprehensive Income (Losspther comprehensive income (loss) is comprised gnilynof income (loss) from changes

value of the Company’ available for sale securities, and the impactieferred gains or losses on changes in the fairevaf derivativ
contracts hedging future cash flows.
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Employee Benefits PlarsThe Company sponsors a defined contribution filae “Plan”)for all eligible domestic employees. 1
Plan qualifies as a deferred salary arrangemergru@dction 401(k) of the Internal Revenue Code. Company made no contributions to
Plan for the nine months ended September 30, 20d42@11.

Stock Based CompensatierCompensation expense for equity based awards ank ssued for services are recognized ove
vesting period of such awards and services basex ting fair value of the stock at the grant date.

Income Taxes The Company operates so as to qualify as a REIEwim# requirements of the Internal Revenue Codi986, a
amended, or the Internal Revenue Code. Requirenf@ntgialification as a REIT include various resinns on ownership of the Compasy
stock, requirements concerning distribution of td&ancome and certain restrictions on the natirassets and sources of income. A R
must distribute at least 90% of its taxable incdmés stockholders of which 85% plus any undisttéldl amounts from the prior year mus
distributed within the taxable year in order to i@vthe imposition of an excise tax. Distribution tbe remaining balance may extend t
timely filing of the Companys tax return in the subsequent taxable year. Quadifdistributions of taxable income are deductijea REIT i
computing taxable income.

Hypotheca Capital, LLC (“HC"and NYMF are TRSs and therefore are subject toréédmnd state income taxes. Accordin
deferred tax assets and liabilities are recognfpedhe future tax consequences attributable téedihces between the financial stater
carrying amounts of existing assets and liabiliied their respective tax bases upon the changistatus. Deferred tax assets and liabi
are measured using enacted tax rates expecteglyp taptaxable income in the years in which thommporary differences are expected t
recovered or settled. The effect on deferred tartasand liabilities of a change in tax rates ®geized in income in the period that inclu
the enactment date.

Accounting Standards Codification Topic 740 Accangptfor Income Taxes (“ASC 740)rovides guidance for how uncertain
positions should be recognized, measured, presemteddisclosed in the financial statements. ASC ré4uires the evaluation of tax positi
taken or expected to be taken in the course ofgpieg the Company’s tax returns to determine wtretthe tax positions are “more-likely-than-
not” of being sustained by the applicable tax authotitysituations involving uncertain tax positionsated to income tax matters, we do
recognize benefits unless it is more likely thai that they will be sustained. ASC 740 was appl@edll open taxable years as of the effec
date. Managemerst’determinations regarding ASC 740 may be subgettiew and adjustment at a later date based @aorfaincluding, bt
not limited to, an ongoing analysis of tax lawgulations and interpretations thereof. The Compailiyrecognize interest and penalties, if ¢
related to uncertain tax positions as income tgpease.

Earnings Per Share- Basic earnings per share excludes dilution andbmptited by dividing net income available to com
stockholders by the weightedrerage number of shares of common stock outstgrfdinthe period. Diluted earnings per share réflahe
potential dilution that could occur if securities @ather contracts to issue common stock were es@tlcor converted into common stocl
resulted in the issuance of common stock that sikamed in the earnings of the Company.

A Summary of Recent Accounting Pronouncementsvizl
Transfers and Servicing (ASC 860)

In April 2011, the FASB issued ASU No. 2011-03ansfers and Servicing (Topic 860): Reconsideratip Effective Control fc
Repurchase Agreemer. ASU 2011-03 is intended to improve financial ngjpg of repurchase agreements (“repawifl other agreements t
both entitle and obligate a transferor to repurehais redeem financial assets before their matuhitya typical repo transaction, an er
transfers financial assets to a counterparty imamge for cash with an agreement for the countsrpareturn the same or equivalent finan
assets for a fixed price in the future. FASB Acdinm Standards Codification (“Codification”) Top860, Transfers and Servicingprescribe
when an entity may or may not recognize a sale upenransfer of financial assets subject to regre@ments. That determination is base
part, on whether the entity has maintained effectiontrol over the transferred financial assetg dfmendments to the Codification in this £
are intended to improve the accounting for thearstctions by removing from the assessment of teféecontrol the criterion requiring t
transferor to have the ability to repurchase oeesd the financial assets. The guidance in the AsSéffective for the first interim or anni
period beginning on or after December 15, 2011. Ghielance should be applied prospectively to tretimas or modifications of existil
transactions that occur on or after the effectiadEarly adoption is not permitted. The adoptibASU 201103 did not have an effect on «
financial condition, results of operations and ltisares.
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Fair Value Measurements (ASC 8.

In May 2011, the FASB issued ASU No. 2011-64jr Value Measurements (Topic 820): Amendment&daieve Common Fz
Value Measurement and Disclosure Requirements ifGBBP and International Financial Reporting Standsir(“ IFRS”). ASU 201104
represents the converged guidance of the FASBltiASB (collectively, the “Boards™n fair value measurements. The collective effof
the Boards and their staffs, reflected in ASU 20%]1-have resulted in common requirements for maaguair value and for disclosil
information about fair value measurements, inclgdinconsistent meaning of the term “fair valu€lie Boards have concluded the com
requirements will result in greater comparability fair value measurements presented and disclosefihancial statements preparec
accordance with GAAP and IFRS. The amendmentsisnABU are required to be applied prospectivelyd are effective for interim a
annual periods beginning after December 15, 20h#&. &doption of ASU 20104 did not affect our financial condition or resutif operatior
but required us to add additional disclosures.

Balance Sheet (ASC 21

In December 2011, the FASB issued ASU No. 2011Hi&c¢losures about Offsetting Assets and LiabilitieBhe update requir
new disclosures about balance sheet offsettingrelated arrangements. For derivatives and finaragakts and liabilities, the amendm
require disclosure of gross asset and liability anmtg, amounts offset on the balance sheet, and @meubject to the offsetting requirems
but not offset on the balance sheet. The guidaeéféctive January 1, 2013 and is to be appligdspectively. The adoption of ASU 2011-
will have an effect on our disclosures but we dbexpect the adoption to have an effect on oumfired condition or results of operations.

2. Investment Securities Availabledf Sale

Investment securities available for sale consisheffollowing as of September 30, 2012 (dollar anis in thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS:
Agency ARMs
Freddie Mac $ 83,12¢ $ 901 $ 34 % 83,99!
Fannie Mae 178,52( 1,62¢ — 180,14!
Ginnie Mae 25,87 — (34) 25,83¢
Total Agency ARMs 287,52( 2,52¢ (68) 289,97
Agency Fixed Rate
Freddie Mac 25,18: 114 — 25,29¢
Fannie Mae 249,73: 1,851 (34) 251,55:
Total Agency Fixed Rate 274,91! 1,96¢ (34) 276,84t
Agency 10s (1)
Freddie Mac 30,36¢ 13z (3,242 27,26(
Fannie Mae 33,72. 642 (5,563 28,80(
Ginnie Mae 23,84¢ 624 (2,995 21,47¢
Total Agency 10s 87,93¢ 1,39¢ (11,800 77,53¢
Total Agency RMBS 650,37 5,89( (11,902 644,36.
Non-Agency RMBS 3,41 — (939 2,47¢
CLOs 12,54¢ 17,09: — 29,63’
Total $ 666,33. $ 22,98 $ (12,841 $ 676,47.
(1) Included in investment securitiesilable for sale as of September 30, 2012 are Agé@s. Agency 10s are measured at

value through earnings.
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Investment securities available for sale held irusiéization trust consist of the following as aéf@ember 30, 2012 (dollar amot
in thousands):

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
CMBS $ 21,91C $ 468 $ (734, $ 21,64:
Total $ 21,91C $ 465 $ (734, $ 21,64:

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

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS:
Agency ARMs
Freddie Mac $ 10,20: $ — 3 3 $ 10,19¢
Fannie Mae 57,22¢ 1,391 (40) 58,57¢
Total Agency ARMs 67,42" 1,391 (43) 68,77"
Agency 10s (1)
Freddie Mac 19,477 14z (2,554 17,06:
Fannie Mae 31,07¢ 49C (3,908 27,66
Ginnie Mae 21,65¢ 304 (3,004 18,95¢
Total Agency 10s 72,21 93€ (9,466 63,68
Total Agency RMBS 139,63 2,32 (9,509 132,45
CMBS 42,22: 12¢ (1,164 41,18t
Non-Agency RMBS 5,15¢ — (1,211 3,94
CLOs 10,26: 12,49 — 22,75!
Total $ 197,27¢ $ 1494¢ $ (11,884 $ 200,34:
(1) Included in investment securitieailable for sale as of December 31, 2011 are Agé@sy Agency I0s are measured at fair v:

through earnings.

During the three and nine months ended Septemhe2(®B@®, the Company received total proceeds ofcqimately $49.4 millio
and approximately $50.6 million, respectively, igaly approximately $1.6 million and approximat&9.5 million, respectively, of net ga
from the sale of investment securities availables@@e. During the three and nine months endedeSdmr 30, 2011, the Company rece
total proceeds of approximately $0.2 million and$million, respectively, realizing approximate$® and $5.0 million, respectively, of
gains from the sale of investment securities alsbgléor sale.

Actual maturities of our available for sale sedastare generally shorter than stated contractaalinties (which range up to
years), as they are affected by the contractuasliof the underlying mortgages, periodic payments prepayments of principal. As
September 30, 2012 and December 31, 2011, the teeigaverage life of the Compasyavailable for sale securities portfolio 1
approximately 5.32 and 5.24 years, respectively.
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The following tables set forth the
amounts in thousands):

September 30, 2012

Agency RMBS
Non-Agency RMBS
CLOs

Total

stated resetgoksr of our investment securities available foesal September 30, 2012 (dc

More than
6 Months
Less than To 24 More than
6 Months Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
$ 78,35( $ 8,72¢ $ 557,28t $ 644,36.
2,47¢ — — 2,47¢
29,631 — — 29,63"
$ 110,46: $ 8,72¢ $ 557,28t $ 676,47.

The following tables set forth the stated resefgusr of our investment securities available foreda¢ld in securitization trust
September 30, 2012 (dollar amounts in thousands):

September 30, 2012

CMBS
Total

The following tables set forth the
amounts in thousands):

December 31, 2011

Agency RMBS
CMBS

Non-Agency RMBS
CLOs

Total

More than
6 Months
Less than To 24 More than
6 Months Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
$ — $ — 3 2164. $ 21,64
$ — 3 — 3 2164. % 21,64

stated resetqulsr of our investment securities available foresatl December 31, 2011 (do

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

The following tables present the Company's inveatnsecurities available for sale in an unrealizesk Iposition reported throu
OCI, aggregated by investment category and lengttin® that individual securities have been in atewous unrealized loss positior
September 30, 2012 (dollar amounts in thousands):

September 30, 2012 Less than 12 Months Greater than 12 months Total
Gross Gross Gross
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
Agency RMBS $ 66,66¢ $ 68 $ 6,697 $ 34 $ 73,361 $ 10z
Non-Agency RMBS — — 2,474 93¢ 2,47¢ 93¢




Total $ 66,66¢ $ 68 $ 9,171 $ 97: $ 75,837 $ 1,041
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The following tables present the Company's investnsecurities available for sale held in securit@atrust in an unrealized Ic
position reported through OCI, aggregated by inmestt category and length of time that individuatuwséies have been in a continu
unrealized loss position at September 30, 2012gdamounts in thousands):

September 30, 2012 Less than 12 Months Greater than 12 months Total
Gross Gross Gross
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
CMBS $ 15,45 $ 734 $ — 3 — $ 15,45 $ 734
Total $ 15,45 $ 734 $ — 3 — $ 15,45 $ 734

The following table presents the Company's investnsecurities available for sale in an unrealizesk Iposition reported throu
OCI, aggregated by investment category and lengttine that individual securities have been in atewous unrealized loss positior
December 31, 2011 (dollar amounts in thousands):

December 31, 2011 Less than 12 Months Greater than 12 months Total
Gross Gross Gross
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
Agency RMBS $ 13,71¢  $ 43 % — % — % 13,71¢ % 43
CMBS 13,39¢ 1,16¢ — — 13,39¢ 1,16¢
Non-Agency RMBS — — 3,944 1,211 3,944 1,217
Total $ 27,11 $ 1,207 $ 3,94/ % 1,211 $ 31,05¢ $ 2,41¢

For the nine months ended September 30, 2012, timep&ny did not have unrealized losses in investrsentirities that we
deemed other-than-temporary. For the year endedrbleer 31, 2011, the Company recognized a $0.3omitither-thartemporary impairme
through earnings relating to unrealized lossesvestment securities.

3. Residential Mortgage Loans Heid Securitization Trusts (Net) and Real Estate Owng

Residential mortgage loans held in securitizatiosts (net) consist of the following at Septemb@&r2)12 and December 31, 2C
respectively (dollar amounts in thousands):

September 30, December 31,

2012 2011
Mortgage loans principal amount $ 195,54( $ 208,93:
Deferred origination costs — net 1,23¢ 1,315
Reserve for loan losses (2,879 (3,33))
Total $ 193,90 $ 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 foe tine months ended September 30, 2012 and 20%peatévely (dollar amounts
thousands):

Nine Months Ended September 30,

2012 2011
Balance at beginning of period $ 3,331 % 2,58¢
Provisions for loan losses 56¢ 1,191
Transfer to real estate owned (89¢) (16)
Charge-offs (127) (445)
Balance at the end of period $ 2,87¢ $ 3,31¢
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On an ongoing basis, the Company evaluates thauadgaef its allowance for loan losses. The Compsuajlowance for loan loss
at September 30, 2012 was $2.9 million, represgnti47 basis points of the outstanding principalabeé of residential loans held
securitization trusts as of September 30, 20120awpared to 159 basis points as of December 311,. 284 part of the Compang’allowanc
for loan adequacy analysis, management will asaasgverall level of allowances while also assessirgglit losses inherent in each non
performing residential mortgage loan held in sd@ation trusts. These estimates involve the carsiibn of various credit related fact:
including but not limited to, current housing markenditions, current loan to value ratios, delieey status, the borrowerturrent econom
and credit status and other relevant factors.

Real Estate Owned Fhe following table presents the activity in thengany’s real estate owned held in residential securitin
trusts for the nine months ended September 30, 20d2he year ended December 31, 2011, respecfokelar amounts in thousands):

September 30, December 31,

2012 2011
Balance at beginning of period $ 454 % 74C
Write downs (20 (87)
Transfer from mortgage loans held in securitizatrosts 1,56¢ 69¢
Disposal (1,08)) (897)
Balance at the end of period $ 92z $ 454

Real estate owned held in residential securitipatiiosts are included in receivables and othertsigsethe balance sheet and v
downs are included in provision for loan lossethimstatement of operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held idewmisal securitization trusts are pledged as cidtfor the
Residential CDOs issued by the Company. As ofé&eper 30, 2012 and December 31, 2011, the Comparey’investment in the residen
securitization trusts, which is the maximum amaafrthe Companys investment that is at risk to loss and repregémtslifference between 1
carrying amount of the loans and real estate ovireddl in residential securitization trusts and theant of Residential CDOs outstanding,
$7.3 million and $7.6 million, respectively.

Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of September 30, 2012, we had 33 delinquentslagith an aggregate principal amount outstandingpdroximately $18
million categorized as Residential Mortgage Loae$dHn Securitization Trusts (net). Of the $18.8lion in delinquent loans, $15.4 million,
82%, are under some form of modified payment pldme table below shows delinquencies in our podfofiresidential mortgage loans heli

securitization trusts, including real estate owttedugh foreclosure (REQO), as of September 30, Z6&kar amounts in thousands):

September 30, 2012

Number of

Delinquent Total % of Loan
Days Late Loans Dollar Amount Portfolio
30-60 2 $ 704 0.36%
61-90 3 $ 1,107 0.56%
90+ 28 $ 16,94: 8.6(%
Real estate owned through foreclosure 5 $ 1,53¢ 0.7¢%

17




As of December 31, 2011, we had 38 delinquent lomitls an aggregate principal amount outstandingmbroximately $21.
million categorized as Residential Mortgage Loae$dHn Securitization Trusts (net). Of the $21.0lion in delinquent loans, $18.0 million,
86%, were under some form of modified payment pldre table below shows delinquencies in our padfof residential mortgage loans h
in securitization trusts, including real estate edithrough foreclosure (REO), as of December 311 Z6@ollar amounts in 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¢ 0.18%
90+ 35 $ 20,13¢ 9.61%
Real estate owned through foreclosure 3 $ 65€ 0.31%

4, Multi-Family Loans Held in Secditization Trusts

The Company has elected the fair value option eraisets and liabilities held within the Consodat-Series, which requires tt
changes in valuations in the assets and liabildfethe Consolidated tSeries be reflected in the Company's statemenpefadions. We fir:
consolidated the K-3 Series for the quarter endedcM 31, 2012, while the K-6 and X8 Series were first consolidated in our finar
statements during the quarter ended June 30, ZDAdRinvestment in the K-3, K-6 and K8 Series is limited to the first loss tranche
securities and/or certain 10s issued by these ggations with an aggregate net carrying valu&88.6 million at September 30, 2012.

The condensed balance sheet of the Consolidateeri€ssat September 30, 2012 is as follows (doHaounts in thousands):

September 30,

Assets 2012
Multi-family loans held in securitization trusts $ 3,952,08
Receivables 14,97
Total Assets $ 3,967,06.

Liabilities and Equity

Multi-family CDOs $ 3,862,47.
Accrued expenses 14,77
Total Liabilities 3,877,24!
Equity 89,81’
Total Liabilities and Equity $ 3,967,06:

The condensed statements of operations of the Gdateal KSeries for the three and nine months ended Septegthe201z
respectively, is as follows (dollar amounts in thanids):

Three Months Nine Months

Ended Ended
September 30, September 30,

Statements of Operations 2012 2012
Interest income $ 36,078 $ 67,07¢
Interest expense 33,37« 62,48¢
Net interest income 2,701 4,59(
Unrealized gain on multi-family loans and debt hieldecuritization trusts 762 4,99(
Net Income $ 3,46 $ 9,58(
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5. Use of Special Purpose EntitiesdaVariable Interest Entities

A Special Purpose Entity (“SPEI§ an entity designed to fulfill a specific limitested of the company that organized it. SPE
often used to facilitate transactions that invobexuritizing financial assets or seeuritizing previously securitized financial assefhe
objective of such transactions may include obtgnimonfecourse financing, obtaining liquidity or refinamg the underlying securitiz:
financial assets on improved terms. Securitizatiomlves transferring assets to an SPE to coralexr a portion of those assets into ¢
before they would have been realized in the nogoatse of business through the S®Esuance of debt or equity instruments. Investoatr
SPE usually have recourse only to the assets irSBte and depending on the overall structure oftrdr@saction, may benefit from varic
forms of credit enhancement, such as madlateralization in the form of excess asseth@a$PE, priority with respect to receipt of casiwe
relative to holders of other debt or equity instants issued by the SPE, or a line of credit orrofiien of liquidity agreement that is desig!
with the objective of ensuring that investors reegprincipal and/or interest cash flow on the it in accordance with the terms of t
investment agreement.

Re-securitization transaction

In May 2012, the Company entered into aseeuritization transaction that resulted in the @any consolidating as a VIE the
that was created to facilitate the transactiontanghich the underlying assets in connection whiih tesecuritization were transferred. On |
23, 2012, the Company completed a re-securitizatiomulti-family CMBS through the 201RS1 Trust. The Company received net
proceeds of approximately $26.0 million after deathgcexpenses associated with the re-securitizatarsaction.

As part of the re-securitization transaction, th&2RS1 Trust, a subsidiary of NYMT, issued a Classehir Note (the "Class
Note") with a coupon of 5.35% in the initial aggadg principal face amount of $35 million. The Cl#s&lote was issued at a discount
provides for a bond equivalent yield of 9.50% te thurchaser. The Class A Note holder is entitleceteive all distributions of principal a
interest from the multiamily CMBS pledged to secure the Class A Noteluh#& Class A Note is fully retired, which is expest to occur b
January 2022. NYMT will then receive all remainicash flow, if any, through the Class B Note isshgdhe 2012RS1 Trust and its retain
ownership in the 2012-RS1 Trust. The transactidacéfely represents a long term structured finagaf the multifamily CMBS contribute
to the 2012RS1 Trust by NYMT. The Class A Note is not callablee to collateral valuation or performance. Thierao guarantee that
Company will receive any cash flow or its residurest from the trust.

The 2012-RS1 Trust classified the multi-family CMBSued by the K-13 Series and K-15 Series andtheltie 2012RS1 Trust ¢
available for sale securities as the purpose igmtiade these securities. Available for salausBes are reported at fair value and unrea
gains and losses are recognized in other comprifeensome, not in earnings.

The 2012-RS1 Trust consolidated thel&-Series securitization and its related debtrésteincome and expense in its finar
statements. See “Multi-Family Loans Held in Sedzaiion Trusts” footnote 1 above). Based on a number of factossudised below, t
Company determined that it was the primary berefjcof the K-18 Series and has consolidated thE8KSeries and related debt, inte
income and expense in its financial statements.ddmpany has elected the fair value option on Hseta and liabilities held within the 1@
Series, which requires that changes in valuationthé assets and liabilities of the K-18 Seriesrdfiected in the Company’condense
consolidated statement of operations.

The Company engaged in the re-securitization titimsaprimarily for the purpose of obtaining negcourse financing on a porti
of its CMBS portfolio. As a result of engagingthis transaction, the Company remains economiaadposed to the first loss position on
underlying CMBS transferred to the VIE.

The activities that can be performed by an entigated to facilitate a reecuritization transaction are predominantly speatiin the

entity’s formation documents. Those documents do not ipghm entity, any beneficial interest holder iretkntity, or any other pa
associated with the entity to cause the entityetbas replace the assets held by the entity, dinta such ability to specific events of default.
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The Company concluded that the entity created ¢ditite this transaction, the 2051 Trust, is a VIE. The Company tl
completed an analysis of whether the VIE shouldchesolidated by the Company, based on consideratidts involvement in the VIt
including the design and purpose of the SPE, angtiven its involvement reflected a controlling ficél interest that resulted in the Comp
being deemed the primary beneficiary of the VIE. determining whether the Company would be coneifléhe primary beneficiary, t
following factors were assessed:

. whether the Company has both the power to direcattivities that most significantly impact the momic performanc
of the VIE; and

. whether the Company has a right to receive benefitbsorb losses of the entity that could be i@ty significant tc
the VIE.

Based on its evaluation of the factors discussem/@bincluding its involvement in the purpose arebign of the entity, tt
Company determined that the VIE met the criteria donsolidation and, accordingly, consolidated YHE& created to facilitate this re-
securitization transaction.

As of September 30, 2012, the aggregate fair valube multi-family CMBS that were rgecuritized as described above was ¢
million. These assets are included in the Compmaoghdensed consolidated balance sheet and did@askvestment securities available
sale, at fair value held in securitization trustida‘Multi-family loans held in securitization trisStin the amount of $21.6 million and $.
billion, respectively. As of September 30, 201 aggregate outstanding balance of the Class A Nstied by the 201RS1 Trust was $26
million. The Class A Note is included in the Compa condensed consolidated balance sheet anasisths “Securitized debtThe holder
of the Class A Note have no recourse to the germadit of the Company, but the Company does haeedbligation, under cert:
circumstances to repurchase assets from the VIB timbreach of certain representations and waegaimt relation to the CMBS contribut
to the VIE. In the absence of such a breach, ttragany has no obligation to provide any other expdir implicit support to the VIE.

The Company has also determined that it has abtariaterest in the K-3 Series, K-6 Series and&Series for which it is tl
primary beneficiary and has a controlling finandigkrest and, accordingly, has consolidated th& K-6 and K18 Series and related de
interest income and expense in our financial statem

6. Investment in Limited Partnersip

The Company has a nantrolling, unconsolidated limited partnershipeirgst in an entity that is accounted for using ebaity
method of accounting. Capital contributions, disitions, and profits and losses of the entity dacated in accordance with the terms of
limited partnership agreement. The Company owng4.00 the equity of the limited partnership, but hes decisiormaking powers, ar
therefore does not consolidate the limited partripr®Our maximum exposure to loss in this VIE is1$fillion and $8.5 million at Septeml
30, 2012 and December 31, 2011, respectively. [Qutie third and fourth quarters of 2010, HC invdsia exchange for limited partners
interests, $19.4 million in this limited partnenshihat was formed for the purpose of acquiringyiserg, selling or otherwise disposing of first-
lien residential mortgage loans. The pool of magggdoans was acquired by the partnership at afiignt discount to the loansinpaic
principal balance.

For the three and nine months ended Septembel03@, the Company recognized loss from the investindimited partnership «
$0.1 million and gain from the investment in lindtpartnership of $0.7 million, respectively. Foe tthree and nine months ended Septe
30, 2011, the Company recognized income from thestment in limited partnership of $0.3 million a#dl.6 million, respectively. For t
three and nine months ended September 30, 201Zadmpany received distributions from the investmenimited partnership of $1.3 millic
and $9.2 million, respectively. For the three aridenmonths ended September 30, 2011, the Compamjvesl distributions from tl
investment in limited partnership of $3.9 millionca$8.8 million, respectively.
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The condensed balance sheets of the investmeimbited partnership at September 30, 2012 and DeeeRib, 2011, respective
are as follows (dollar amounts in thousands):

September 30, December 31,

Assets 2012 2011
Cash $ 68 $ 1,154
Mortgage loans held for sale (net) 212 6,91¢
Other assets 13 661
Total Assets $ 29 $ 8,73

Liabilities and Partners’ Equity

Other liabilities $ 231 $ 20€
Partners’ equity 62 8,521
Total Liabilities and Partners’ Equity $ 29 $ 8,73:

The condensed statements of operations of thetimeas in limited partnership for the three and ninenths ended September
2012 and 2011, respectively, are as follows (da@taounts in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,

Statements of Operations 2012 2011 2012 2011
Interest income $ 16 $ 30z $ 31C % 1,06:
Realized (loss) gain (73 20¢ 632 99:
Total (Loss) Income (57) 51C 942 2,05¢
Other expenses (21) (1817) (292) (496)
Net (Loss) Income $ (78) $ 32¢ $ 65C $ 1,56(

7. Derivative Instruments and Hedgim Activities

The Company enters into derivative instruments smage its interest rate risk exposure. These dimgvanstruments incluc
interest rate swaps, swaptions and futures. Thep@aaynmay also purchase or short TBAs and U.S. Trgasecurities, purchase put or
options on U.S. Treasury futures or invest in otigpes of mortgage derivative securities.

The following table presents the fair value of dafive instruments that were not designated as ihgdgstruments and thi
location in our condensed consolidated balancetshate September 30, 2012 and December 31, 201fieatdeely (dollar amounts
thousands):

Derivatives Not Designated September 30, December 31,
as Hedging Instruments Balance Sheet Location 2012 2011
TBA securities Derivative assets $ 202,90: $ 207,89:
Options on U.S. Treasury futures Derivative assets 25¢ 327
U.S. Treasury futures Derivative liabilities 531 56€
Eurodollar futures Derivative liabilities 3,811 1,74¢
Swaptions Derivative assets 35¢ —
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The tables below summarize the activity of deriv@instruments not designated as hedges for tleemonths ended September
2012 and 2011, respectively (dollar amounts in shods):

Notional Amount For the Nine Months Ended SeptembeB0,

2012
Settlement,
Derivatives Not Designated December Expiration September
as Hedging Instruments 31, 2011 Additions or Exercise 30, 2012
TBA securities $ 202,00 $ 2,218,000 $ (2,228,000 $ 192,00
U.S. Treasury futures (92,800 771,10( (812,700 (134,400
Short sales of Eurodollar futures (2,422,00) 1,296,00! (1,361,000 (2,487,000
Options on U.S. Treasury futures 199,50( 1,001,501 (1,036,000 165,00(
Swaptions — 70,00( — 70,00(
Notional Amount For the Nine Months Ended SeptembeB0,
2011
Settlement,
Derivatives Not Designated December Expiration September
as Hedging Instruments 31, 2010 Additions or Exercise 30, 2011
TBA securities $ — 3 193,000 $ (122,000 $ 71,00(
U.S. Treasury futures — 279,70( (275,200 4,50(
Short sales of Eurodollar futures — 1,201,00! (4,068,00) (2,867,000
Options on U.S. Treasury futures — 377,90( (269,000 108,90(

The TBAs in our Agency 10 portfolio are accounted &t fair value with both realized and unrealigaihs and losses includec
other income (expense) in our condensed consotidattements of operations. The use of TBAs exptbge€ompany to market value risk
the market value of the securities that the Compamgquired to purchase pursuant to a TBA tramsachay decline below the agreager
purchase price. Conversely, the market value of#dwairritieshat the Company is required to sell pursuant TBA transaction may increa
above the agreed upon sale price. For the threamimedmonths ended September 30, 2012, we recaorelecbalized gains of $5.6 million ¢
$14.0 million, respectively, and net unrealizedngaof $1.3 million and $1.4 million, respectiveljor the three and nine months er
September 30, 2011, we recorded net realized @éifig.1 million. For the three and nine months eh8eptember 30, 2011, we recorde:
net unrealized gains. At September 30, 2012, ondensed consolidated balance sheet includes fEB#ed liabilities of $198.8 millic
included in payable for securities purchased. OpBA purchases and sales involving the same couatigrpsame underlying deliverable i
the same settlement date are reflected in our didased financial statements on a net basis.

The Eurodollar futures in our Agency 10 portfoli,eaaccounted for at fair value with both realized anrealized gains and los
included in other income (expense) in our condersedolidated statements of operations. For treethnd nine months ended Septembe
2012, we recorded net realized losses of $0.1anilind $0.9 million, respectively, and net unrealifpsses of $1.3 million and $2.1 milli
respectively, in our Eurodollar futures contradter each of the three and nine months ended Septe®ih 2011, we recorded net real
losses of $0.9 million and net unrealized losse$Xofl million in our Eurodollar futures contracihe Eurodollar futures consist of 2,
contracts with expiration dates ranging betweeneldier 2012 and September 2014.

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 (expeinselur condensed consolidated statements of apaesatFor the three and nine mor
ended September 30, 2012, we recorded net redtizeds of $2.1 million and $7.9 million, respectyveand unrealized gains of $45,000
$0.2 million, respectively. For each of the threel aine months ended September 30, 2011, we rato@terealized gains of $2.4 million ¢
$2.9 million, respectively, and net unrealized gaah$0.6 million and $0.5 million, respectively.

Swaptions are accounted for at fair value with bretilized and unrealized gains and losses inclidether income (expense) in «
condensed consolidated statements of operatiomsedeah of the three and nine months ended SepteB@h@012, we recorded realized gi
of $0, and unrealized losses of $0.2 million. Theege no realized or unrealized gains or lossethi@same periods in 2011.

The following table presents the fair value of dative instruments designated as hedging instrusnantl their location in tl
Company'’s condensed consolidated balance sheSep&mber 30, 2012 and December 31, 2011, resplyctdollar amounts in thousands):

Derivatives Designated September 30, December 31,
as Hedging Instruments Balance Sheet Location 2012 2011

Interest Rate Swaps Derivative liabilities $ 1,92 $ 304




22




The following table presents the impact of the Camyps derivative instruments on the Companyaccumulated oth
comprehensive income (loss) for the nine monthgé@eptember 30, 2012 and 2011, respectively ¢(dmteounts in thousands):

Nine Months Ended September 30,

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

Balance at beginning of the period $ (309 $ (1,089)
Unrealized (loss) gain on interest rate swaps (1,619 603
Balance at end of the period $ (1,929 $ (484)

The Company estimates that over the next 12 moathsroximately $1.3 million of the net unrealizeddes on the interest r
swaps will be reclassified from accumulated otremprehensive income (loss) into earnings.

The following table details the impact of the Comya interest rate swaps included in interest exptorsthe three and nine mon
ended September 30, 2012 and 2011, respectivelar(@mounts in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
Interest Rate Swaps:
Interest expense-investment securities $ 167 $ 21 $ 35¢ $ 71€

The Companys interest rate swaps are designated as cash #ldges against the benchmark interest rate riskciased with it:
short term repurchase agreements. There were t® iogsirred at the inception of our interest rat@ss, under which the Company agree
pay a fixed rate of interest and receive a variatiilerest rate based on one month LIBOR, on thenak amount of the interest rate swaps.

The Company documents its rislanagement policies, including objectives and sgjias, as they relate to its hedging activitiesl
upon entering into hedging transactions, documettks relationship between the hedging instrument dhd hedged liabilit
contemporaneously. The Company assesses, bottcetion of a hedge and on an on-going basis, wheaihenot the hedge ishfghly
effective” when using the matched term basis.

The Company discontinues hedge accounting on gectise basis and recognizes changes in the fdirevidnrough earning
when: (i) it is determined that the derivativenis longer effective in offsetting cash flows of ediged item (including forecasted transactic
(ii) it is no longer probable that the forecasteghsaction will occur; or (iii) it is determinedahdesignating the derivative as a hedge
longer appropriate. The Company'’s derivative insats 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 instroteghat are designated as “cash flow hedge:
changes in their fair value are recorded in accatedl other comprehensive income (loss), providatittie hedges are effective. A chang
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 existiegivative instruments designated as cash flow égdbrough 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 September 30, 201Peaceimber 31, 201
respectively (dollar amounts in thousands):

September 30, 2012 December 31, 2011
Weighted Weighted
Average Average
Notional Fixed Pay Notional Fixed Pay
Maturity (1) Amount Interest Rate Amount Interest Rate
Within 30 Days $ 12C 29% $ 14,93( 3.02%
Over 30 days to 3 months 32C 2.9 26C 2.92
Over 3 months to 6 months 8,38( 2.9¢ 38C 2.9t
Over 6 months to 12 months — — 81C 2.9t
Over 12 months to 24 months — — 8,38( 2.9t
Over 24 months to 36 months 95,00( 0.4¢ — —
Over 36 months to 48 months — — — —
Over 48 months to 60 months 135,00( 0.91 — —
Total $ 238,82( 0.81% $ 24,76( 2.99%
(1) The Company enters into interagt swap transactions whereby the Company péysdirate of interest and receives one montt
LIBOR.

Interest Rate Swaps, Futures Contracts and TBRse-use of derivatives exposes the Company to ecuentty credit risks in tt
event of a default by a counterparty. If a courdegpdefaults under the applicable derivative agrest, the Company may be unable to ca
payments to which it is entitled under its derivatagreements, and may have difficulty collectimg é&ssets it pledged as collateral against
derivatives. The Company currently has in placé it counterparties Bateral margin agreements requiring a party to po#iaiteral to th
Company for any valuation deficit. This arrangemmsnintended to limit the Compars/’exposure to losses in the event of a countel
default.

The Company is required to pledge assets underladral margin arrangement, including either cashAgency RMBS, ¢
collateral for its interest rate swaps, futurestamsts and TBAs, whose collateral requirements vgrgounterparty and change over time b
on the market value, notional amount, and remaitengy of the agreement. In the event the Companyable to meet a margin call under
of its agreements, thereby causing an event ofuteda triggering an early termination event undee of its agreements, the counterpar
such agreement may have the option to terminatef allich counterpartg’ outstanding transactions with the Company. Iritesd under thi
scenario, any close-out amount due to the countgrppon termination of the counterpagyttansactions would be immediately payable b
Company pursuant to the applicable agreement. Cdmpany believes it was in compliance with all nramgquirements under its agreem
as of September 30, 2012 and December 31, 2011Cohepany had $12.3 million and $9.1 million of reted cash related to margin pos
for its agreements as of September 30, 2012 anérbeer 31, 2011, respectively. The restricted cadt hy third parties is included
receivables and other assets in the accompanyimdeosed consolidated balance sheets.
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8. Financing Arrangements, Portfad Investments

The Company has entered into repurchase agreenmvéhtshird party financial institutions to finanées investment portfolio. Tt
repurchase agreements are shema borrowings that bear interest rates typichdged on a spread to LIBOR, and are secured ksetheitie
which they finance. At September 30, 2012, the Camphad repurchase agreements with an outstandilagnde of $580.2 million and
weighted average interest rate of 0.65%. As of Bdmr 31, 2011, the Company had repurchase agreemitht an outstanding balance
$112.7 million and a weighted average interest oit®.71%. At September 30, 2012 and December 8112securities pledged by
Company as collateral for repurchase agreementestadated fair values of $618.0 million and $12®i8ion, respectively. As of Septemi
30, 2012, the average days to maturity for all repase agreements are 25 days.

The follow table summarizes outstanding repurchegeement borrowings secured by portfolio investsia@s of September
2012 and December 31, 2011, respectively (dollayuars in thousands):

Repurchase Agreements by Counterparty

September 30, December 31,

Counterparty Name 2012 2011

Barclays $ 52,94. $ —
Cantor Fitzgerald, L.P. 26,45 9,22¢
Credit Suisse First Boston LLC 90,46« 11,14°
Deutsche Bank 55,65¢ —
Jefferies & Company, Inc. 69,32« 18,38(
JPMorgan Chase & Co. 99,23¢ 49,22¢
Mizuho 67,23 —
Morgan Stanley 84,01( —
South Street Securities LLC 34,857 24,69¢
Total Financing Arrangements, Portfolio Investments $ 580,17¢ $ 112,67:

As of September 30, 2012, the outstanding balamckeruour repurchase agreements was funded at am@alvate of 92% ttr
implies an average haircut of 8%. The weighted ayer‘haircut’related to our repurchase agreement financing or Agency RMB!
(excluding Agency 10s), Agency 10s, CLOs and CMB8&svapproximately 5%, 25%, 35% and 50%, respectifetya total weighted avera
“haircut” of 8%. The amount at risk for each of the countaigs is as follows: Barclays: $3.2 million; Canféitzgerald, L.P.: $7.4 milliol
Credit Suisse First Boston LLC: $4.2 million; Dstlie Bank: $2.9 million; Jefferies & Company, Ir®18.6 million; JPMorgan Chase & C
$16.1 million; Mizuho: $4.0 million; Morgan Stanle$5.5 million; and South Street Securities LLC:6btnillion.

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

As of September 30, 2012, the Company had $41@mih cash and $92.2 million in unencumbered sirreent securities to me
additional haircut or market valuation requiremeinisluding $38.5 million of RMBS, of which $36.0ilion are Agency RMBS. The $41
million of cash, the $38.5 million in RMBS, and $27million held in overnight deposits in our Agen€y portfolio included in restricted ce
that is available to meet margin calls as it ralateour Agency 10 portfolio repurchase agreementsch collectively represents 19% of
financing arrangements, portfolio investments apeid and could be monetized to pay down or caolldiee the liability immediately.

9. Residential Collateralized Delfdbligations

The Company’s Residential CDOs, which are recomediabilities on the Comparsg/’balance sheet, are secured by ARM |
pledged as collateral, which are recorded as asédtee Company. As of September 30, 2012 and Dbeerl, 2011, the Company |
Residential CDOs outstanding of $187.5 million &199.8 million, respectively. As of September 3012 and December 31, 2011, the cui
weighted average interest rate on these CDOs w&8@0and 0.68%, respectively. The Residential CD@<allateralized by ARM loans wi
a principal balance of $195.5 million and $208.%9iom at September 30, 2012 and December 31, 2@kpectively. The Company retained
owner trust certificates, or residual interesttfoee securitizations, and, as of September 3@ 288l December 31, 2011, had a net invesi
in the residential securitization trusts of $7.3liovi and $7.6 million, respectively.
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10. Multi-Family Collateralized Debt ligations

The Company’s Multi-Family CDOs, which represerg tbDOs issued by the ConsolidatedSKries and are recorded as liabil
on the Company’s balance sheet, are secured by faniily mortgage loans pledged as collateral, whaichrecorded as assets of the Comj
As of September 30, 2012, the current weightedameeinterest rate on these CDOs was 5.10%. The-Matbily CDOs are collateralized
multi-family mortgage loans with a principal balance &S5 billion at September 30, 2012. The Company &adet investment in tl
Consolidated K-Series of $89.6 million as of SegienB0, 2012.

11. Securitized Debt

On May 23, 2012, the 2012-RS1 Trust, a subsididrthe Company, completed a re-securitization of ti¥fainily CMBS
collateralized by multi-family mortgage loans. Aarpof the re-securitization transaction, the 2@t Trust issued the 20RS1 Notes, whic
are secured by the multi-family CMBS contributedtihe 2012-RS1 Trust. The multi-family CMBS contfied to the 201RS1 Trust at
comprised of the Company’s interest in the firssI®O securities and certain 10s issued by the Beries, K-15 Series and thell8-Series
We determined that we were the primary benefic@rthe K-18 Series and, accordingly, have constdidlahe K18 Series and related de
interest income and expense in our financial stateémtogether with the K-3 Series andkseries, which we have also consolidated; how
the K-18 Series is held in a re-securitization.

The 2012RS1 Trust issued the Class A Note with a coupob.8%% in the initial aggregate principal face antoain$35 million
The Class A Note was issued at a discount thatigegevfor a bond equivalent yield of 9.50% to thechaser. The Class A Note holder will
entitled to receive all distributions of principahd interest from the multamily CMBS pledged to secure the Class A Noteluhé Class /
Note is fully retired, which is expected to occyr January 2022. The Company will then receive ethaining cash flow, if any, through
retained ownership in the 2012-RS1 Trust. The aatisn effectively represents a long term struauieancing of the multfamily CMBS
contributed to the 201RS1 Trust by the Company. The Class A Note is atialole due to collateral valuation or performartkere is n
guarantee that the Company will receive any casWw from or its residual interest in the 20R&1 Trust. As of September 30, 2012,
Company had securitized debt outstanding of $26lliom

12. Discontinued Operation

In connection with the sale of our mortgage oritjoraplatform assets during the quarter ended M&8%h2007, we classified ¢
mortgage lending segment as a discontinued operai® a result, we have reported revenues and eggerelated to the segment
discontinued operation for all periods presenteth@accompanying condensed consolidated finastagé¢ments. Certain assets, such a
deferred tax asset, and certain liabilities, sughs@bordinated debentures, are part of our ongopegations and accordingly, we have
included these items as part of the discontinuestadjpn. Assets and liabilities related to the diimued operation are $3.1 million and §
million, respectively, at September 30, 2012, addd$million and $0.5 million, respectively, at Dedger 31, 2011, and are includec
receivables and other assets and accrued expamsesher liabilities in the condensed consoliddiahnce sheets.

Statements of Operations Data

The statements of operations of the discontinuegtatipn for the three and nine months ended Seperdd, 2012 and 201
respectively, are as follows (dollar amounts inuands):

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
Revenues $ 34 $ 58 $ 111 $ 16C
Expenses 35 40 79 137
(Loss) income from discontinued operations — ne¢arf $ 1 $ 18 $ 32 $ 23
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13. Commitments and Contingencies

Loans Sold to Third Parties Fhe Company sold its discontinued mortgage lenBingjiness in March 2007. In the normal cours
business, the Company is obligated to repurchasgslbased on violations of representations andawses in the loan sale agreements.
Company did not repurchase any loans during the mionths ended September 30, 2012. At Septemb&03@, the Company had a rest
of approximately $0.3 million for loans sold torthparties.

Outstanding Litigation The Company is at times subject to various legat@edings arising in the ordinary course of businAs
of September 30, 2012, the Company does not betteateany of its current legal proceedings, indingtlly or in the aggregate, will haw
material adverse effect on its operations, findraadition or cash flows.

14. Concentrations of Credit Risk

At September 30, 2012 and December 31, 2011, thiere geographic concentrations of credit risk edizee5% of the total loe
balances as follows:

Residential mortgage loans held in securitizationrtists and real estate owned held in

residential securitization trusts: September 302012 December 31, 2011
New York 38.2% 37.5%
Massachusetts 25.2% 24.6%
New Jerse! 9.2% 9.2%
Florida 5.(% 5.7%
Connecticut 4.8% 5.1%
CMBS investments and multi-family loans held in sedritization trusts: September 302012 December 31, 2011
Texas 12.<% 14.2%
California 11.8% 9.2%
New York 6.4% 7.2%
Georgia 4.8% 6.7%
Washington 5.2% 6.2%
Florida 5.7% 5.5%
15. Fair Value of Financial Instruments

The Company has established and documented predessietermining fair values. Fair value is baspdn quoted market pric
where available. If listed prices or quotes areawailable, then fair value is based upon intéyndéveloped models that primarily use ing
that are market-based or independently-sourcedahpdtameters, including interest rate yield curves

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

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

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

Level 3- inputs to the valuation methodology are unobdaesand significant to the fair value measurement.
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The following describes the valuation methodologissd for the Companyfinancial instruments measured at fair valueyel$ as
the general classification of such instruments yams to the valuation hierarchy.

a.

Investment Securities Available for Sale (RM- Fair value for the RMBS in our portfolio are valuading a thirdparty
pricing service or are based on quoted prices gemviby dealers who make markets in similar findnicistruments. Th
dealers will incorporate common market pricing noglth including a spread measurement to the Tre@suwe or interest ra
swap curve as well as underlying characteristicthefparticular security including coupon, periodind life caps, collater
type, rate reset period and seasoning or age ofdberity. If quoted prices for a security are regsonably available fron
dealer, the security will be ®assified as a Level 3 security and, as a residhagement will determine the fair value base
characteristics of the security that the Compangeives from the issuer and based on available rharifermation
Management reviews all prices used in determiniaigation to ensure they represent current markedlifons. This revie
includes surveying similar market transactions, parisons to interest pricing models as well asroffes of like securities t
dealers. The Company's investment securities tleat@nprised of RMBS are valued based upon reatifervable mark
parameters and are classified as Level 2 fair galue

Investment Securities Available for Sale Held icusiézation Trust (CMBS— As the Company CMBS investments ¢
comprised of securities for which there are notstanitially similar securities that trade frequentlye Company classifi
these securities as Level 3 fair values. Fair vafulie Company CMBS investments is based on an internal valoatiode
that considers expected cash flows from the unthgrljoans and yields required by market participarithe significar
unobservable inputs used in the measurement of tilmestments are projected losses of certain ift@hioans within th
pool of loans and a discount rate. The discour used in determining fair value incorporates défaate, loss severity a
current market interest rates. The discount ratgesa from 6.0% to 17.0%. Significant increasesemrelases in these inp
would result in a significantly lower or higher ffaialue measurement. We also obtain quoted pricegded by dealers wi
make markets in similar financial instruments.

Multi-Family Loans Held in Securitization Trust$Aulti-family loans held in securitization trusts are releal at fair value ar
classified as Level 3 fair values. Fair value isdzhon an internal valuation model that considepgeted cash flows from t
underlying loans and yields required by marketipgants. The significant unobservable inputs uisethe measurement
these investments are discount rates. The discatmtised in determining fair value incorporatefaulérate, loss severity a
current market interest rates. The discount ratges from 2.7% to 12.4% Significant increases or decreases in these i
would result in a significantly lower or higher faialue measurement. We also obtain quoted pricegded by dealers wi
make markets in similar financial instruments.

Investment Securities Available for Sale (CI The fair value of the CLO notes are valued usitkjim@-party pricing servic
or are based on quoted prices provided by dealessmake markets in similar financial instrumentfie Company classifi
these securities as Level 2 fair values.

Investment Securities Available for S— The fair value of other investment securities aldé for sale, such as U.S. Trea:
securities, are based on quoted prices providedebjers who make markets in similar financial imstents and are typica
classified as Level 2 fair values.

Derivative Instrument— The fair value of interest rate swaps, swaptioptipas and TBAs are based on dealer quotes. Tt
value of futures are based on exchange-tradedspridee Compang’ derivatives are classified as Level 1 or Levdhi2

values.

Multi-Family CDOs —The fair value of MultiFamily CDOs is based on contractual cash paymemdsy&lds expected |
market participants. We also obtain quoted markieep provided by dealers who make markets in ainsiécurities.
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The following table presents the Companfinancial instruments measured at fair value oecairring basis as of September
2012 and December 31, 2011, respectively, on thepaoy’s condensed consolidated balance sheeta@atiounts in thousands):

Measured at Fair Value on a Recurring Basis
at September 30, 2012

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:
Agency RMBS $ — 3 644,36. $ — 3 644,36.
Non-Agency RMBS — 2,47¢ — 2,47¢
CLOs — 29,637 — 29,63"
Investment securities available for sale held Tusé&zation trust:
CMBS — — 21,64: 21,64:
Multi-family loans held in securitization trusts — — 3,952,08: 3,952,08!
Derivative assets:
TBA securities — 202,90: — 202,90:
Options on U.S. Treasury futures — 25¢ — 25¢
Swaptions — 35¢ — 35¢
Total $ —  $ 879,99 $ 3,973,72' $ 4,853,72
Liabilities carried at fair value:
Multi-family collateralized debt obligations $ — 3 — $ 3,862,47. $ 3,862,47
Derivative liabilities:
Interest rate swaps — 1,92: — 1,92
U.S. Treasury futures 531 — — 531
Eurodollar futures 3,811 — — 3,811
Total $ 434: 3 1,92: $ 3,862,47. $ 3,868,73

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 $ — 3 132,45 $ — 3 132,45
CMBS — — 41,18t 41,18
Non-Agency RMBS — 3,94¢ — 3,94t
CLOs — 22,75¢ — 22,75¢
Derivative assets:
TBA securities — 207,89: — 207,89:
Options on U.S. Treasury futures — 327 — 327
Total $ — $ 367,370 % 41,18 $ 408,56(
Liabilities carried at fair value:
Derivative liabilities:
Interest rate swaps $ — 3 304 $ — 3 304
U.S. Treasury futures 56€ — — 56€
Eurodollar futures 1,74¢ — — 1,74¢
Total $ 231t $ 304 $ — $ 2,61¢
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The following table details changes in valuation fite Level 3 assets for the nine months endedeSdpmr 30, 2012 and 20.
respectively (amounts in thousands):

Level 3 Assets:

Nine Months Ended September 30,

2012 2011

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

Included in earnings (1) 162,65¢ —

Included in other comprehensive income 76€ —
Purchases (3) 2,668,98: —
Paydowns (17,907 —
Transfers (2) 1,118,04. —
Balance at the end of period $ 3,973,720 $ —

(1) — Amounts included in interest income and ulized gain.

(2) — Based on a number of factors, we determihatl we were the primary beneficiary of the3KSeries as of January 4, 2012 and
consolidated the K-3 Series and related debt,eéaténcome and expense in our financial statements.

(3) — Based on a number of factors, we determihatl we were the primary beneficiary of the K-6 8grand the K8 Series, which we
purchased in the second quarter of 2012 and haveotidated the K-6 Series and thelB-Series and related debt, interest income anelns
in our financial statements.

The following table details changes in valuationtfte Level 3 liabilities for the nine months end&eptember 30, 2012 and 2C
respectively (amounts in thousands):

Level 3 Liabilities:

Nine Months Ended September 30,

2012 2011

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

Included in earnings (1) 152,63¢ —

Included in other comprehensive income — —
Purchases (3) 2,609,85. —
Paydowns (17,907 —
Transfers (2) 1,117,89. —
Balance at the end of period $ 3,862,47. $ —

(1) — Amounts included in interest expense andalized gain.

(2) — Based on a number of factors, we determihatl we were the primary beneficiary of the3KSeries as of January 4, 2012 and
consolidated the K-3 Series and related debt,esténcome and expense in our financial statements.

(3) — Based on a number of factors, we determihatl we were the primary beneficiary of the K-6 8grand the K8 Series, which we
purchased in the second quarter of 2012 and haveptidated the K-6 Series and thelB-Series and related debt, interest income anelns
in our financial statements.

Any changes to the valuation methodology are regelWwy management to ensure the changes are apteophis 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 iathe of net realizable value
reflective of future fair values. Furthermore, ighihe Company believes its valuation methods ppeapriate and consistent with other ma
participants, the use of different methodologiasassumptions, to determine the fair value of cerfimancial instruments could result il
different estimate of fair value at the reportirgted The Company uses inputs that are currenf aaah reporting date, which may incl
periods of market dislocation, during which timecprtransparency may be reduced. This conditiarldcocause the Comparsyfinancia
instruments to be reclassified from Level 2 to UeS/en future periods.
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The following table presents assets measuredratdaie on a nomecurring basis as of September 30, 2012 and Dezedi) 201!
respectively, on the condensed consolidated balstmeets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas
at September 30, 2012

Level 1 Level 2 Level 3 Total
Mortgage loans held for investment $ — 3 — 3 1,792 $ 1,79:
Mortgage loans held for sale — included in disqored operations (net) — — 2,83¢ 2,83¢
Residential mortgage loans held in securitizatiasts — impaired loans — — 4,14¢ 4,14¢
(net)
Real estate owned held in residential securitipatiiosts — — 922 922

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 $ — 3 — 3 511¢ $ 5,11¢
Mortgage loans held for sale — included in disaargd operations (net) — — 3,78( 3,78(
Residential mortgage loans held in securitizatiasts — impaired loans — — 6,51¢ 6,51¢
(net)
Real estate owned held in residential securitipatiiosts — — 454 454

The following table presents gains (lossesyiired for assets measured at fair value on areourring basis for the three and r
months ended September 30, 2012 and 2011, resplgcidn the Companyg’ condensed consolidated statements of operatimiisar(amount
in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2012 2011 2012 2011
Residential mortgage loans held in securitizatrosts — impaired loans
(net) $ (269) $ (435 $ (56¢) $ (1,239
Real estate owned held in residential securitinatiosts 22 — 32 —

Mortgage Loans Held for InvestmentThe Company mortgage loans held for investment are recordeaireortized 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 saddvhole loans taking into consideration the agmped characteristics of the loans suc
but not limited to, collateral type, index, intereate, margin, length of fixed interest rate pedritife time cap, periodic cap, underwrit
standards, age and credit.

Residential Mortgage Loans Held in Securitizationsts — Impaired Loans (net)lmpaired residential mortgage loans held ir
securitization trusts are recorded at amortizedlless specific loan loss reserves. Impaired lagnevis 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 igtpkian.

Real Estate Owned Held in Residential Securitirafiousts —Real estate owned held in the residential secatitin trusts al
recorded at net realizable value. Any subsequgastadent will result in the reduction in carryinglue with the corresponding amount cha
to earnings. Net realizable value based on amesti of disposal taking into consideration locatketconditions of the distressed prope
updated appraisal values of the property and etttnexpenses required to sell the property.
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The following table presents the carrying value astimated fair value of the Compasyinancial instruments at September
2012 December 31, 2011, respectively, (dollar artimthousands):

September 30, 2012 December 31, 2011
Fair Value
Hierarchy Carrying Estimated Carrying Estimated
Level Value Fair Value Value Fair Value

Financial Assets:
Cash and cash equivalents Levell $ 41,03¢ $ 41,03¢ $ 16,58¢ $ 16,58¢
Investment securities available for sale Level 2 676,47: 676,47: 200,34 200,34.
Investment securities available for sale, at faiue held in

securitization trust Level 3 21,64 21,64 — —
Residential mortgage loans held in securitizatiasts (net)  Level 3 193,90! 170,10° 206,92( 182,971
Multi-family loans held in securitization trusts Level 3 3,952,08! 3,952,08! — —
Derivative assets Level 2 203,52( 203,52( 208,21¢ 208,21t
Assets related to discontinued operation- mortdaaes helc

for sale (net) Level 3 1,792 1,792 3,78( 3,78(
Mortgage loans held for investment Level 3 2,83¢ 2,83¢ 5,11¢ 5,11¢
Receivable for securities sold Level 1 — — 1,13: 1,13:
Financial Liabilities:
Financing arrangements, portfolio investments Level2 $ 580,17¢ $ 580,17¢ $ 112,67 $ 112,67-
Residential collateralized debt obligations Level 3 187,52. 159,64. 199,76. 171,18
Multi-family collateralized debt obligations Level 3 3,862,47. 3,862,47. — —
Securitized debt Level 3 26,13¢ 26,13¢ — —
Derivative liabilities Level 1 or Z 6,26¢ 6,26¢ 2,61¢ 2,61¢
Payable for securities purchased Level 1 201,51¢ 201,51¢ 228,30( 228,30!
Subordinated debentures Level 3 45,00( 33,80: 45,00( 26,31¢

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

a. Cash and cash equivalentEstimated fair value approximates the carrying @alfisuch assets.

b.

Residential mortgage loans held in securitizatiorsts (net}- Residential mortgage loans held in the securitmatrusts ar
recorded at amortized cost. Fair value is estimatsithg pricing models and taking into consideratitie aggregate
characteristics of groups of loans such as, butlinoted to, collateral type, index, interest rateargin, length of fixedate
period, life cap, periodic cap, underwriting stamtsa age and credit estimated using the estimata®enprices for similar typ
of loans.

Receivable for securities sc— Estimated fair value approximates the carrying altisuch assets.

Financing arrangements, portfolio investme— The fair value of these financing arrangements @pprates cost as they
short term in nature and generally mature in 3Gday

Residential collateralized debt obligatio— The fair value of these CDOs is based on discoucdsti flows as well as mar
pricing on comparable obligations.

Securitized debt The fair value of securitized debt is based @ealinted cash flows using managenseestimate for mark
yields.

Payable for securities purchas— Estimated fair value approximates the carrying @alfisuch liabilities.

Subordinated debentures Fhe fair value of these subordinated debenturebaised ondiscounted cash flows usi
management’s estimate for market yields.
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16. Capital Stock and Earnings per Sha

The Company had 400,000,000 shares of common spackyalue $0.01 per share, authorized with 3434 .and 13,938,2°
shares issued and outstanding as of September02@, @hd December 31, 2011, respectively. As ofSapér 30, 2012 and December
2011, the Company had 200,000,000 shares of peefstock, par value $0.01 per share, authorizety, Qvshares issued and outstanding.
Company issued 20,106,101 and 1,752,831 sharemmhon stock during the nine months ended SepteBhe2012 and 2011, respectivi
Of the common stock authorized at September 302 201 December 31, 2011, 1,100,371 shares and,39%54hares, respectively, w

reserved for issuance under the Company’s 201k $teentive Plan.

The following table presents cash dividends dedldng the Company on its common stock with respeatach of the quartel
periods commencing January 1, 2011 and ended Skete30, 2012:

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share

Third Quarter 2012 September 18, 2012 September 28, 2012 October 25, 2012 0.27
Second Quarter 2012 June 15, 2012 June 25, 2012 July 25, 2012 0.27
First Quarter 2012 March 19, 2012 March 29, 2012 April 25, 2012 0.2t
Fourth Quarter 2011 December 15, 2011 December 27, 2011 January 25, 2012 0.35(2)
Third Quarter 2011 September 20, 2011 September 30, 2011 October 25, 2011 0.2t
Second Quarter 2011 May 31, 2011 June 10, 2011 June 27, 2011 0.2z

First Quarter 2011 March 18, 2011 March 31, 2011 April 26, 2011 0.1¢

(1) Includes a $0.10 per share ispeévidend.

On May 25, 2012, we entered into an underwritingeament relating to the offer and sale of up t®3,300 shares of our comrn
stock (including 412,500 shares issuable pursumahtoverallotment option) at a public offering price of 66.per share. On May 31, 20
we closed on the issuance of 3,162,500 sharesetaurtderwriter, resulting in total net proceeds $oofi $20.0 million after deducting t
underwriting discount and offering expenses payhbplas.

On July 17, 2012, we entered into an underwritiggeament relating to the offer and sale of up 105,000 shares of our comn
stock (including the 675,000 shares that were lsuyaursuant to an ovelotment option) at a public offering price of $6.per share. On Jt
17, 2012, we closed on the issuance of 5,175,0@@8eshof common stock to the underwriter (includihg 675,000 oveallotment optio
shares), resulting in total net proceeds of $33ltlom after deducting the underwriting discountaoffering expenses payable by us.

On August 16, 2012, we entered into an underwriiggeement relating to the offer and sale of ud%®00,000 shares of ¢
common stock (including the 1,500,000 shares tlaktvissuable pursuant to an o@libtment option) at a public offering price of $8.pe
share. On August 21, 2012, we closed on the isguaint0,000,000 shares of common stock to the writer, resulting in total net proceeds
$64.9 million after deducting the underwriting disat and offering expenses payable by us. On Sdygteh 2012, we closed on the issu:
of 1,500,000 shares to the underwriter pursuatitémver-allotment option, resulting in additionak proceeds of $9.8 million.

The Company calculates basic net income per shadiviing net income for the period by weightaderage shares of comn
stock outstanding for that period. Diluted net imeoper share takes into account the effect ofidduhstruments, such as convertible prefe
stock, stock options and unvested restricted diopaance stock, but uses the average share pridbdgeriod in determining the numbe
incremental shares that are to be added to thehtezgigverage number of shares outstanding. There wed#utove instruments for the thr
and nine months ended September 30, 2012 and 2011.
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The following table presents the computation ofibasd dilutive net income per share for the pesioutlicated (dollar amounts
thousands, except per share amounts):
For the Three Months Ended  For the Nine Months Ended

September 30, September 30,
2012 2011 2012 2011

Numerator :

Net income (loss— Basic $ 7,91 % 15 $ 18,88¢ $ 6,66¢
Net income (loss) from continuing operations 7,914 (39 18,857 6,64¢
Net (loss) income from discontinued operations (rigax) Q) 19 32 23

Net income (loss— Dilutive 7,91 (15 18,88¢ 6,66¢
Net income (loss) from continuing operations 7,91¢ (34) 18,851 6,64t
Net (loss) income from discontinued operations @idax) $ Q $ 1 3 32 % 23

Denominator:

Weighted average basic shares outstanding 26,54 11,14¢ 18,62¢ 10,01¢

Weighted average dilutive shares outstanding 26,54 11,14¢ 18,62¢ 10,01t

EPS:

Basic EPS $ 0.3C $ — 8 101 % 0.67
Basic EPS from continuing operations 0.3C — 1.01 0.6
Basic EPS from discontinued operations (net of tax) — — — —

Dilutive EPS $ 03C $ — 3 101 $ 0.67%

Dilutive EPS from continuing operations 0.3C — 1.01 0.6
Dilutive EPS from discontinued operations (neta)t — — — —

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 irRathrough 2029. The Internal Revenue Code plagdain limitations on the annual ama
of net operating loss carryforwards that can bkizetl if certain changes in the Compangwnership occur. The Company determined di
2011 that it had undergone an ownership changeanitite meaning of IRC section 382 that will linitet net loss carryforwards to be use
offset future taxable income to $660,000 per y&ae Company may also have experienced an ownecslaipge within the meaning of I
Section 382 during 2012 that may further limit tiet operating loss carryforwards in 2012 and futigars. The Company has recorded ¢
valuation allowance against its deferred tax asetause at this time management does not belimtdttis more likely than not that 1
deferred tax assets will be realized.

The Company files income tax returns with the WeBleral government and various state and locadiaiions. The Company is
longer subject to tax examinations by tax authesifior years prior to 2008. HC is presently undeg@n IRS examination for the taxa
years ended December 31, 2010 and 2

During the nine months ended September 30, 20E82Cthmpanys two TRSs recorded approximately $1.1 million ddme ta
expense. The Company’s estimated taxable inconferslifrom the federal statutory rate as a resulttafe and local taxes, néexable REI
income and a valuation 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 terminationtled Company’s 2005 Stock Incentive Plan (the “280in”). The terms of the 2010 Plan
substantially the same as the 2005 Plan. At SdeB0, 2012, there are 31,580 shares of unvesstdcted stock outstanding under the -
Plan.

Pursuant to the 2010 Plan, eligible employeescef§ and directors of the Company have the oppéyttmacquire the Compan
common stock through the award of restricted stk other equity awards under the 2010 Plan. Thenmen number of shares that may
issued under the 2010 Plan is 1,190,000.

During the three and nine months ended Septemhe2@®, the Company recognized nzash compensation expense of $20

and $52,000, respectively. Dividends are paid ¢mealricted stock issued, whether those shares kasted or not. In general, nvester
restricted stock is forfeited upon the recipietgtgnination of employment.
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A summary of the activity of the Company's naested restricted stock under the 2010 Plan fomthe months ended Septenr

30, 2012 and 2011, respectively, are presentedvbelo

2012 2011
Weighted Weighted
Average Per Average Per
Number of Share Number of Share
Non-vested Grant Date Non-vested Grant Date
Restricted Fair Value Restricted Fair Value
Shares (1) Shares (1)
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 (4,695 7.1C (28,999 5.4%
Non-vested shares as of September 30 31,58( $ 6.5¢€ 14,08 $ 7.1C
Weighted-average fair value of restricted stockggd during the period 22,197 $ 6.3€ 14,08 $ 7.1(C
(1) The grant date fair value of restd stock awards is based on the closing mamke¢ of the Compang’common stock at the gr:

date.

At September 30, 2012 and 2011, the Company hadcagnized compensation expense of $0.2 million $0d million
respectively, related to the neested shares of restricted common stock unde2®i® Plan. The unrecognized compensation expel
September 30, 2012 is expected to be recognizedaoweighted average period of 2.1 years. The fatalvalue of restricted shares ve:
during the nine months ended September 30, 2012284d was $33,000 and $0.2 million, respectivelge Tequisite service period
restricted shares at issuance is three years.

19. Subsequent Events

On October 3, 2012, we entered into an underwridiggeement relating to the offer and sale of ud8®%b25,000 shares of ¢
common stock (including the 2,025,000 shares tlaktvissuable pursuant to an oaliotment option) at a public offering price of 88.pe
share. On October 9, 2012, we closed on the issuaint5,525,000 shares of common stock to the wniter (including the 2,025,000 sha
subject to the oveallotment option), resulting in total net proceedspproximately $104.2 million, after deductingdemwriting discounts ar
commissions and offering expenses payable by us.
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Item 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 FormQ,0im future filings with the Securities and ExchganCommission, or SEC, or
press releases or other written or oral communminatistatements which are not historical in natimguding those containing words suct
“believe,” “expect,” “anticipate,” “estimate,” “pla” “continue,” “intend,” “should,” “would,” “could” “goal,” “objective,” “will,” “may” or
similar expressions, are intended to identify “fardrlooking statementsiithin the meaning of Section 27A of the Securitet of 1933, a
amended, and Section 21E of the Securities Exchaafjeof 1934, as amended, or Exchange Act, andsuas, may involve known a
unknown risks, uncertainties and assumptions.

Forwardiooking statements are based on our beliefs, assoumspand expectations of our future performanaking into accoul
all information currently available to us. Thesdidfe, assumptions and expectations are subjedske and uncertainties and can change
result of many possible events or factors, nobhllvhich are known to us. If a change occurs, aisiess, financial condition, liquidity a
results of operations may vary materially from thexpressed in our forwatdeking statements. The following factors are exl®pf thos
that could cause actual results to vary from oww&dlooking statements: changes in interest rates hedrarket value of our securiti
changes in credit spreads, the impact of the doadegof the londerm credit ratings of the U.S., Fannie Mae, Freddac, and Ginnie Ma
market volatility; changes in the prepayment rategshe mortgage loans underlying our investmentirsiies; increased rates of default an
decreased recovery rates on our assets; our abiliigrrow to finance our assets; changes in gowem regulations affecting our business;
ability to maintain our qualification as a REIT féederal tax purposes; our ability to maintain exemption from registration under
Investment Company Act of 1940, as amended; akd essociated with investing in real estate asgetsiding changes in business conditi
and the general economy. These and other riskgrianaties and factors, including the risk factdescribed in this report and in Part I, I
1A — “Risk Factors” of our Annual Report on Form-K@or the year ended December 31, 2011 and inQuarterly Reports on Form 1Q-for
the quarters ended March 31, 2012 and June 30, 20tPas updated by our subsequent filings withSBE€ under the Exchange Act, cc
cause our actual results to differ materially frémse projected in any forward-looking statemenesmake. All forwardooking statemen
speak only as of the date on which they are made: fisks and uncertainties arise over time anslnitoit possible to predict those events or
they may affect us. Except as required by law, et obligated to, and do not intend to, updateswvise any forwardeoking statement
whether as a result of new information, future ¢ésem otherwise.

In this Quarterly Report on Form 1Q-we refer to New York Mortgage Trust, Inc., togethith its consolidated subsidiaries,
we,” “us,” “Company,” or “our,” unless we specifially state otherwise or the context indicates otfise. We refer to our whollgwnec
taxable REIT subsidiaries as “TRSs” and our whallyned qualified REIT subsidiaries as “QRSk"addition, the following defines certain
the commonly used terms in this report: “RMBS” ref¢o residential adjustable-rate, hybrid adjustedvhte, fixedrate, interest only ar
inverse interest only and principal only mortgageeked securities; “Agency RMBSegfers to RMBS representing interests in or oblimyad
backed by pools of mortgage loans issued or guaexhby a federally chartered corporation (“GSE&8)ch as the Federal National Mortge
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 (“G&énMae”); “non-Agency RMBS'tefers to RMBS backed by prime jumbo and Altera
A-paper (“Alt-A”) mortgage loans; “I0s” 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 rtigagebacked securities that repres
the right to the principal component of the casiwfifrom a pool of mortgage loans; “ARMs” refers adjustablerate residential mortgag
loans; “prime ARM loans” refers to prime credit diity residential ARM loans (“prime ARM loans”) heid securitization trusts; “CMBS”
refers to commercial mortgage-backed securitiesprasad of commercial mortgage padsough securities, as well as 10 or PO securitiesl
represent the right to a specific component ofdash flow from a pool of commercial mortgage loatt;.O” refers to collateralized loz
obligations; and “CDQ" refers to collaterized debbligations.

«, ” ow
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General

We are an internally managed real estate investtnest; or REIT, for federal income tax purposesthie business of acquirit
investing in, financing and managing primarily ngagerelated assets and, to a lesser extent, finanssdts Our objective is to manag
portfolio of investments that will deliver stabléstlibutions to our stockholders over diverse eenitoconditions. We intend to achieve -
objective through a combination of net interest girarand net realized capital gains from our investmportfolio. Our portfolio include
investments sourced from distressed markets imtegears as well as certain credit sensitive asaath as CMBS backed by commer
mortgage loans on multi-family properties (“mulliriily CMBS”) that create the potential for capital gains, ad a&imore traditional types
mortgage-related investments, such as Agency RMBSisting of adjustable-rate and hybrid adjustabte-RMBS, which we sometimes re
to as Agency ARMs, Agency RMBS consisting of fixede RMBS, and Agency RMBS comprised of 10s, whigh sometimes refer to
Agency 10s, that generate interest income.

Since 2009, we have endeavored to build a divetsifivestment portfolio that includes elementsntédriest rate and credit risk,
we believe a portfolio diversified among intereaterand credit risks are best suited to delivestalple cash flows over various econc
cycles. In 2011, we refined our investment stratiegsn one focused on a broad range of alternateets sourced by Harvest Capital Strate
LLC, or HCS, pursuant to an advisory agreemengrtanvestment strategy focused on residential anti-fiamily loans and securities.
connection with this focus, we entered into segaravestment management agreements with The Mid@aup, L.P. (“Midway”) anc
RiverBanc, LLC (“RiverBanc”}to provide investment management services withe@sip certain of our investment strategies, inicigul
investments in Agency I0s and muléimily CMBS. With our investment focus having mowasay from the alternative assets sourced by
our Board of Directors determined to terminate dld@isory agreement with HCS on December 30, 20ddylting in a ongime charge ¢
approximately $2.2 million, substantially all of ish was recorded in the fourth quarter of 2011.

Under our investment strategy, our targeted assetently include Agency RMBS, including Agency ARMfixed+ate RMBS
and Agency 10s, and multamily CMBS. Subject to maintaining our qualificati as a REIT, we also may opportunistically acqaing
manage various other types of mortgagkted and financial assets that we believe waithpensate us appropriately for the risks assoc
with them, including, without limitation, noAgency RMBS (which may include IOs and POs), cellalized mortgage obligations, resider
mortgage loans, including loans sourced from dised markets, and certain commercial real estitgededebt investments.

We have elected to be taxed as a REIT and havelmampand intend to continue to comply, with theysions of the Intern
Revenue Code of 1986, as amended, or Internal RevEode, with respect thereto. Accordingly, we db expect to be subject to fede
income tax on our REIT taxable income that we alyedistribute to our stockholders if certain assacome and ownership tests
recordkeeping requirements are fulfilled. Even & maintain our qualification as a REIT, we expecbé subject to federal, state and |
taxes on our income generated in our TRSs.

Public Offerings of Common Stock

On July 17, 2012, we closed on the issuance ardo$dl, 175,000 shares of our common stock pursioaan underwritten publ
offering, including 675,000 shares issued purstmttie exercise of the underwriters’ owaietment option, at a price to the public of $6p&i
share and received net proceeds of approximate3yl®3iillion after deducting the underwriting disobwand offering expenses payable
us. We used substantially all of the net procdemia this offering to purchase Agency ARMs and rephort-term indebtedness.

On August 16, 2012, we entered into an underwriiggeement relating to the offer and sale of up®00,000 shares of ¢
common stock (including the 1,500,000 shares tlakvissuable pursuant to an oediotment option) at a public offering price of $8.pe
share. On August 21, 2012, we closed on the isguaint0,000,000 shares of common stock to the under, resulting in total net proceeds
approximately $64.9 million after deducting the engriting discount and offering expenses payablaibyOn September 4, 2012, we clc
on the issuance of 1,500,000 shares to the underwpursuant to the ovelotment option, resulting in additional net preds o
approximately $9.8 million after deducting the oiifg expenses payable by us. We used substargialhf the net proceeds from this offer
to purchase Agency RMBS, including adjustable-gate fixed-rate Agency RMBS.
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On October 3, 2012, we entered into an underwriiggeement relating to the offer and sale of ufp3¢b25,000 shares of ¢
common stock (including the 2,025,000 shares tlakvissuable pursuant to an oaiotment option) at a public offering price of 88.pe
share. On October 9, 2012, we closed on the issuaint5,525,000 shares of common stock to the wrder (including the 2,025,000 sha
issuable pursuant to the owatetment option), resulting in total net proceedsapproximately $104.2 million, after deductingdenwriting
discounts and commissions and offering expensealpaypy us. We used the net proceeds from thexioff to primarily purchase Ager
RMBS and multi-family CMBS.

Third Quarter 2012 Common Stock Dividend

On September 18, 2012, our Board of Directors dedl@a regular quarterly cash dividend of $0.27 gf@re on shares of (
common stock for the quarter ended September 3®.2he dividend was paid on October 25, 2012 tocommon stockholders of recorc
of September 28, 2012.

Subsequent Events
Multi-Family CMBS I nvestment

On October 25, 2012, we completed our purchasheofitst loss floating rate security issued by eerd Freddie Mac sponso
multi-family loan securitization for approximately $2rillion. We used a portion of the net proceedsnfrour October 2012 public stc
offering to fund the purchase price of this segurit

In addition, during the quarter ending December 3112, we expect to purchase the first loss POrigmsuand certain I
securities from two additional Freddie Mac spondaraulti-family loan securitizations. We expectfimance our pending purchases of multi
family CMBS with proceeds from working capital aod/available short-term or long&rm structured financing. Because tl
acquisitions are pending, there can be no assuthatee will complete the purchases during theseigd period, if at all.

Collectively, we expect to pay an aggregate purehaige of approximately $83.1 million for the mikflamily CMBS we hav
purchased or will purchase, from these fourth queét012 Freddie Mac sponsored multi-family loarusiizations.

Current Market Conditions and Commentar y

General. The first quarter of 2012 produced signs of a matidy growing U.S. economy and a sharper than egdedrop i
unemployment, declining to 8.2% in March. Howewdata for the second and third quarters of 2012 estggthat economic activity |
expanded at a moderate pace with GDP growing o886 during the second quarter of 2012 and expanoir2y0% GDP growth for the 20
third quarter. Meanwhile, unemployment data hdshated mixed results, increasing to 8.3% during 2012 second quarter and then decli
again in September 2012 to 7.8%. In a statemésdised on October 24, 2012, the Federal Reserveneated that while household spent
advanced a bit more quickly recently and the hausector has exhibited further signs of improvemegrawth in business fixed investment
slowed. The Federal Reserve also cautioned trahstin global financial markets continue to pegmificant downside risks to the econo
outlook for the U.S. Recent data also continuesutggest that longerm inflation expectations remain stable. In itddber 24, 2012 stateme
the Federal Reserve stated that it anticipatestt@iomic conditions are likely to warrant excempdilty low levels for the Federal Funds Ral
least through mid 2015. Moreover, the Federal Reskirther commented thatd' support a stronger economic recovery and to &edure thi
inflation, over time, is at the rate most consisteith its dual mandate, the Committee will congnpurchasing additional agency mortgage
backed securities at a pace of $40 billion per mmdthe Federal Reserve also committed to the naation of “operation twistthrough th
end of 2012 and is maintaining its existing polafyreinvesting principal payments from its holdingfsAgency debt and Agency mortgage
backed securities in Agency mortgage-backed séesiriDperation twist is the Federal Resesy@'ogram to extend the average maturity «
holdings of U.S. Treasury securities. Togethers¢hactions by the Federal Reserve are expectetreaise the Federal Resesshbldings ¢
longer-term securities by about $85 billion eacmthahrough the end of the year, which, in the FaldReserves view, should put downwa
pressure on longeerm interest rates, support mortgage markets,hahgl to make broader financial conditions more auoodative. Thi
environment has fostered continued strong demanéddency RMBS backed by ARMs and fixedte mortgages while also helping to keeg
costs of financing and hedging at or near histbtmas.
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Continued difficulties in European financial markeind a significantly decelerating trend in GDEEimope have served as a ¢
on the U.S. and global economies and continue tergg¢e significant fluctuations in credit and fioeh markets. Although the Europe
Central Bank president has indicated that the EC#esigning and may implement appropriate modaltteeaddress the severe malfunctio
in pricing processes in the bond markets of Eurogmauntries, the timing and ultimate effectiveneany such programs remains uncel
and unlikely to settle the credit and financing kedruntil material details have been disclosed.afA®sult, we anticipate further credit
financial market volatility during the fourth quartof 2012 and into 2013.

Multi-family Housing. Apartments and other residential rental propertiemain one of the better performing segmentshe
commercial real estate market. As a result, pgiadm new issuances of mutimily CMBS has increased and is expected to caoatitt
increase in the near future. In 2012, the GSEse lianded large numbers of new loans on nfaltiily properties. We believe this is due
part, to low levels of new construction and inceshdemand from former homeowners, which has drstemnger rental income growth acr
the country. In turn, these two factors have ledet®nt valuation recovery for mufamily properties and negligible delinquencies
new multi-family loans originated by Freddie Maddrannie Mae.

Recent Government Actions. recent years, the U.S. Government and the Fe&aserve and other governmental regule
bodies have, however, taken numerous actions biliseaor improve market and economic conditiongha U.S. or to assist homeowners
may in the future take additional significant an8ahat may impact our portfolio and our businét®wvever, questions remain over the |
Government’s ability to resolve the impending “&écliff.” A description of recent government actions thatekeve are most relevant to
operations and business is included below:

. On October 4, 2012, the Federal Housing Financéaity (the “FHFA”) released a White Paper entitlelilding a Nev
Infrastructure for the Secondary Mortgage Markéitie October 2012 White Paper describes a propoaateivork for both
new securitization platform and a model Pooling &=ivicing Agreement as set forth in an FHFA Whitgper issued
February 2012. The framework described in the Gat@®12 White Paper sets forth three strategicsgimalthe next phase
the Fannie Mae and Freddie Mac conservatorshigdsliasvs: (i) to build a new infrastructure for treecondary mortga
market, (ii) to gradually contract Fannie Mae amddgie Mac's presence in the marketplace while Ifiyimy and shrinking
their operations, and (iii) to maintain foreclosupeevention activities and credit availability forew and refinance
mortgages. The October 2012 White Paper, which intesded to establish an open exchange of idetdrnthe mortgac
industry that will foster the further developmerittbe abovestated goals, is a proposed framework only. Assaltgit is
currently unclear whether the proposals set fortthé October 2012 White Paper will be enactedf, emacted, what the effes
of the enactment will be.

. In a statement issued on September 13, 2012, theRéderal Reserve announced that in ordesupport a stronger econor
recovery and to help ensure that inflation, overeti is at the rate most consistent with its duahaage,” it intended ti
implement a program pursuant to which the FedeeseR/e would purchase an additional $40 billiorAgéncy RMBS pe
month. In the same statement, the Federal Resisweaanounced the continuation of operation twisbigh the end of 201
In a statement released on October 24, 2012, ther&leReserve reaffirmed its continued use of tivsepolicy programs ar
commented that it intended to closely monitor infation in coming months and that if the labor mardees not improy
substantially, the Federal Reserve will contingepitirchases of Agency mortgalgaecked securities, will undertake additic
asset purchases and will employ other policy taald appropriate improvement is achieved.

. On September 21, 2011, the U.S. Federal Resenauanad the maturity extension program, or “operatigist,” pursuant t
which the U.S. Federal Reserve would sell $400ohilbf shorteterm U.S. Treasury securities by the end of Juri® 20d us
the proceeds to buy longmsrm U.S. Treasury securities. In June 2012, thdefed Reserve announced it was increasin
size of this program by $267 billion and extendinthrough the end of 2012. This program is inshdb extend the avere
maturity of the securities in the Federal Reserpegfolio. By reducing the supply of longegrm U.S. Treasury securities
the market, the action has created downward pressarlongeterm interest rates, including rates on financsdeds th:
investors consider to be close substitutes fordotgrm U.S. Treasury securities, like certain typé#\gency RMBS. Th
reduction in longeterm interest rates, in turn, may contribute ta@ad easing in financial market conditions that Fleglere
Reserve hopes will provide additional stimulus tport economic recovery. While longerm interest rates have fal
significantly since operations twist was implemehftés ability to stimulate economic recovery rengiincertain.
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. On October 24, 2011, the FHFA, along with FannieeMad Freddie Mac, announced several changes ritatde to HARF
Among those changes to HARP, which as modified refer to as “HARP II”,are (1) the reduction or elimination in cen
cases, of many risk based fees charged to borromiees refinancing, (2) the expansion of the presi@@5% loan-toralue
ceiling to allow all underwater borrowers (thoserbwers who owe more on their mortgages than theevef their homes)
participate in the program, regardless of the siztheir loan versus the value of their home andtii@ removal of certa
representations and warranties made on behalhdets for loans owned or guaranteed by Fannie M&eealdie Mac, amor
other changes. The provisions of HARP Il are onlgilable to borrowers with loans originated priordune 1, 2009 that ¢
owned or guaranteed by Fannie Mae or Freddie MaieAfrom the expansion of HARP as described abbueower:
attempting to utilize the provisions of HARP Il aebject to the restrictions originally put in paior HARP 1. Although it i
not yet possible to gauge the ultimate successAiMIl, the FHFAS actions present the opportunity for many borreywec
previously could not, to take advantage of theitghtib refinance their mortgages into lower inténeges, possibly resulting
higher prepayment speeds. Prepayment spreads baeeadly trended higher during the first nine menh 2012 as compar
to 2011. HARP Il may negatively impact our AgeiiVIBS, particularly the performance of our AgencyslO

. On August 31, 2011, the SEC published a conceptisel (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 mortgabeeked securities and rely on the exemption frogisteation under Section 3(c)(5)(C) of
Investment Company Act should continue to be altbigerely on such exemption from registration. Tiekease suggests t
the SEC may modify the exemption relied upon by ganies similar to us that invest in mortgage loam$ mortgagdsacker
securities. The comment period relating to the ephcelease concluded during the fourth quart&0dfl. The SEC has yet
provide additional information on its position rifg to this exception and timing of any future sbas to the exempti
remains unknown.

Developments at Fannie Mae and Freddie M&ayments on the Agency RMBS in which we invest guaranteed by Fan
Mae and Freddie Mac. As broadly publicized, Famviée and Freddie Mac have experienced significas#ds in recent years, and are pres
under federal conservatorship as the U.S. Goverhemmntinues to evaluate the futures of these estiéind what role the U.S. Governn
should continue to play in the housing marketshi& future. The scope and nature of the actionstheal).S. Government will ultimate
undertake with respect to the future of Fannie Maé Freddie Mac are unknown and will continue tohes. New regulations and progra
related to Fannie Mae and Freddie Mac may adveedédgt the pricing, supply, liquidity and value RMBS and otherwise materially ha
our business and operations.

Credit Spreads Over the past few years, the credit markets gdigeexperienced tightening credit spreads (spedlify, spreac
between U.S. Treasury securities and other seesiritHowever, during the last six months of 20h#, ¢redit markets experienced signific
spread widening due to a series of factors, inalgidioncerns related to a possible global econoigdown, the European sovereign ¢
crisis and continued concern with respect to certaiS. domestic economic policies. During the ninenths ended September 30, 2!
although credit spreads in the residential and ceroial markets have generally tightened, they heyerienced significant fluctuations d
in part, to continued concerns regarding the Euaonpebt crisis and recession and growing concegerding the U.S. Governmesnibility tc
address the “fiscal cliff.” Typically when credipreads widen, credit-sensitive assets such as @o@snultifamily CMBS, as well as Agen
IO’s are negatively impacted, while tightening dtepireads typically have a positive impact onuakie of such assets.

Financing markets and liquidity The availability of repurchase agreement finagdior our Agency RMBS portfolio remai
stable with interest rates between 0.38% and 0.#8%0 day repurchase agreements for Agency ARMis/agency fixed-rate RMBS. The 30-
day London Interbank Offered Rate (“LIBORWas 0.21% at September 28, 2012, marking a decrdasgproximately 4 basis points fri
June 29, 2012, and a decrease of 9 basis pointstfre previous year end. Longer term interest rates decreased during the nine mo
ended September 30, 2012, with theygar U.S. Treasury Rate decreasing by 24 basiggptinl.63% at September 28, 2012. We e;
interest rates to rise over the longer term adJtise and global economic outlook improves. Howegaren the global economic headwinds
expected modest economic growth, we believe thatéast rates, and thus our shi@tm financing costs, are likely to remain at veny levels
until such time as the economic data begin to conéin acceleration of overall economic recoveriede lower interest rates may contribu
higher prepayment experience for our portfolio while conditions persist.

40




While the financing markets for Agency RMBS remé&avorable, financing and liquidity for commerciaat estate securiti
remains uneven at best, although it has shown reigms of improving. For example, short term ficiag for our multifamily CMBS asse
has included interest rates of approximately 7.B¥addition, we have recently begun to see morgdoterm financing opportunities pres
themselves, such as the multi-family CMBS re-seization transaction we completed in May 2012.

Prepayment ratesAs a result of various government initiativesttigalarly HARP I, and relatively low intermediatd longer-
term treasury yields, rates on conforming mortgaueee repeatedly established new historical lowrinduthe nine months ended Septen
30, 2012. The result has been a noticeable upwend in prepayment rates over the past nine moaths)dicated in the table set forth ur
the caption “- Results of Operations — PrepaymegeEence.”

Significant Estimates and Critical Accounting Polices

A summary of our critical accounting policies icluded in Item 8 of our Annual Report on Form K(er the year ende
December 31, 2011 and “Note 1 — Summary of SigaificAccounting Policiesto the condensed consolidated financial statermantsdec
therein. The Company elected the fair value opfamits Agency IO strategy and the Consolidate®éties (as defined in Note 1 to
unaudited condensed consolidated financial statesmecluded in this report), which measures unrealigains and losses through earnin
the condensed consolidated statements of operations

Fair Value.The Company has established and documented precessgetermining fair values. Fair value is bagpdn quote
market prices, where available. If listed pricesqootes are not available, then fair value is bageoh internally developed models 1
primarily use inputs that are market-based or iedéepntlysourced market parameters, including interestyigie curves. Such inputs to 1
valuation methodology are unobservable and sigmifido the fair value measurement. The Companys RIDs, multfamily loans held i
securitization trust and multi-family CDOs are cidesed to be the most significant of its fair vaksimates.

Loan Consolidation Reporting Requirement for Cert8ulti-Family K-Series SecuritizationsAs of September 30, 2012,
owned 100% of the first loss securities of the @tidated K-Series. The Consolidated K-Series reprtssthree separate muftimily mortgag
loan securitizations undertaken by Freddie Maduitiog the K-3 Series, the K-6 Series and th&8Series, of which we, or one of our Sk
own the first loss PO securities and certain IQugtes. We determined that the Consolidated K-&ewere variable interest entities (“VIgs”
and that we are the primary beneficiary of the ©@tidated K-Series. As a result, we are requireddnsolidate the Consolidated K-Series
underlying multifamily loans and related debt, interest income iatefest expense in our financial statements. Wk ledected the fair vali
option on the assets and liabilities held withia @onsolidated kKSeries, which requires that changes in valuatiortke assets and liabilities
the Consolidated K-Series will be reflected in statement of operations.

Summary of Operations

For the three months ended September 30, 201Z;dahgpany reported net income attributable to comstonkholders of $7
million as compared to net loss of $15,000 forttivee months ended September 30, 2011. The $7i®nrilcrease in net income attributa
to common stockholders for the three months endgdetnber 30, 2012, as compared to the same peribeé previous year, was due prime
to a $6.2 million decrease in net unrealized lassnwvestment securities and related hedges, adlidn increase in net realized gains
securities and related hedges, a $1.9 million eEgen net interest margin on our investment plotfand loans held in securitization trust
$0.8 million increase in net unrealized gain ontirfiamily loans and debt held in securitization truptstially offset by a $2.5 million incree
in general, administrative and other expenses,.a #lllion decrease in income from investmentsimited partnership and limited liabili
company and a $0.5 million increase in income tepease. The significant decline in net unrealizesklon investment securities and rel
hedges was mainly related to an improved environrfenour portfolio as compared to the comparaf@d 1 periods. During the 2011 tF
quarter, a confluence of factors, including undetyaand concerns of systemic risk related to theoRean sovereign debt crisis ar
revamping of the rules for HARP I, contributed dosignificant widening of credit spreads during 8®11 third quarter, which in tu
negatively impacted the pricing of our Agency I@Saptember 30, 2011.

The increase in net interest margin for the thremtins ended Septemb8&0, 2012, as compared to the three months ¢
September 30, 2011, was primarily due to an ineréasaverage interest earning assets of approxiymég28.7 million, which was main
driven by the Company’s additional investments igeAcy RMBS and multi-family CMBS during 2012. Netdrest spreadecreased t
approximately 245 basis points for the quarter drffleptember 3®012 as compared to the same period the previcars Yae decrease w
due in large part to an increase in the Compargveraged Agency RMBS positioprimarily through investments in Agency ARMS
Agency fixed rate RMBS, relative to its credit-siéime assets. In most cases, the Company’s crediisveassets benefit from having mu
larger interest rate spreads, but utilize littlenorleverage. However, because the Company apgplésder leverage to its Agen&RMs anc
Agency fixed rate RMBS trades, the Agency ARMs &mncy fixed rate RMBS in the Compasyportfolio generally produce a total
return on equity that is substantially in-line witte total net returns produced by the Company&alinvestment portfolio.

The $2.5 million increase in general, administratind other expenses was due primarily to a $2lBmincrease in managemi



fees, primarily due to increased profitability afrdnvestments during the 2012 third quarter aspamed to the same perioc
2011.

Finally, the $2.5 million increase in net realizggin on securities and related hedges is primdrily to the sale of approximat
$49.4 million of seasoned Agency ARMs during thaqmkresulting in a gain of approximately $1.6 moitl.
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Financial Condition

As of September 30, 2012, we had approximately BBlidn of total assets, as compared to approxéya$682.7 million of tot:
assets as of December 31, 2011. The increasenmiilsi due to the consolidation of mufmily loans held in securitization trusts on
balance sheet, which represents the assets congptim Consolidated ISeries, and the purchase primarily of leveragednagdRMBS witt
cash proceeds from recent equity offerings. Seafil@onsolidation Reporting Requirement for Cerbdinti-Family K-Series Securitizations

Investment Allocation

The following tables set forth our allocated equifyinvestment type at September 30, 2012 and DigeeB1, 2011, respective
(dollar amounts in thousands):

At September 30, 2012:

Multi- Residential
Agency Family Securitized
RMBS (1) Agency 10s CMBS (2) Loans Other (3) Total
Carrying value $ 566,82: $ 77,53¢ $ 111,25¢  $ 193,90! $ 40,247 % 989,76
Liabilities:

Callable (4) (505,57() (57,799 (10,43)) - (6,380) (580,17¢)
Non callable - - (26,139) (187,52)) (45,000 (258,66()
Hedges (Net) (5) 2,147 5,93t - - - 8,08:
Cash - 27,53: - - 41,03¢ 68,57(
Other 2,817 1,30¢ 102 1,671 (11,467 (5,57J)
Net equity allocate: $ 66,21¢ $ 5451¢ $ 74,78¢ $ 8,05¢ $ 18,43¢ $ 222,01

(1) Includes both Agency ARMs and Agency fixed rate R3/
(2) The Company determined it is the primary brieefy of the Consolidated K-Series and has codatdid the Consolidated Beries into th
Company’s financial statements. A reconciliatiorotr financial statements as of September 30, RllRvs:

Multi-Family loans held in securitization trusts fair value $ 3,952,08!
Multi-Family CDOs, at fair value (3,862,47)
Net carrying value 89,61«
CMBS, at fair value (available for sale) 21,64
Total CMBS, at fair value 111,25!
Securitized debt (26,13¢)
Repurchase agreements (20,439
Other 10z
Net Equity in Mult-Family CMBS $ 74,78¢

(3) Other includes CLOs having a carrying valu&®®.6 million, loans held for investment and regency RMBS. Other callable liabiliti
include a $6.4 million repurchase agreement onGiud securities and other naallable liabilities consist of $45.0 million inlsordinate:
debentures.

(4) Includes repurchase agreements.

(5) Includes derivative assets, receivable for seesriold, derivative liabilities, payable for setias purchased and restricted cash post
margin.
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At December 31, 2011:

Multi- Residential
Agency Family Securitized
ARMs Agency 10s CMBS Loans Other (1) Total
Carrying value $ 68,77¢ $ 63,68. $ 41,18 $ 206,92( $ 44,30 $ 424,86:
Liabilities:
Callable (2) (56,919 (49,22¢ (21,53)) - (6,53%) (134,209
Non callable - - - (199,76 (45,000 (244,765
Hedges (Net) (3) (3049) 9,31 - - - 9,01
Cash - 16,53¢ - - 16,58¢ 33,12:
Other - 1,33 - - (3,057) (1,729
Net equity allocate: $ 11,55¢ $ 41.64. $ 19,65 $ 7,15¢ $ 6,29t $ 86,30°

(1) Other includes CLOs, investment in limitedtparship, loans held for investment and agency RMBS. Other callable liabilities inclt
a $6.5 million repurchase agreement on our CLO r#exsi and other nowallable liabilities consist of $45.0 million in Isordinate:
debentures.

(2) Includes repurchase agreements and $21.5%mili payables for securities purchased relatexditanulti-family CMBS strategy.

(3) Includes derivative assets, receivable for seesriold, derivative liabilities, payable for setias purchased and restricted cash post
margin.

Balance Sheet Analysis

Investment Securities Available for Sale . At September 30, 2012, our securities portfofioludes Agency RMBS, includil
Agency fixed-rate and ARM pass-through certificatggency 10s, norAgency RMBS and CLOs, which are classified as itmest securitie
available for sale. At September 30, 2012, we ladhwestment securities in a single issuer or giiiat had an aggregate book value in e»
of 10% of our total assets. The increase in investrsecurities available for sale as of SeptembeRB312 as compared to December 31, .
is primarily a result of increased purchases of fayeRMBS during the third quarter of 2012 with cqmbceeds from recent equity offerir
The following tables set forth the balances of mwestment securities available for sale as of &aper 30, 2012 and December 31, 2
respectively:

Balances of Our Investment Securities Available foGale (dollar amounts in thousands):

Par Carrying
September 30, 2012 Value Value % of Total
Agency RMBS:
ARMs $ 273,370 $ 289,97¢ 42.8%
Fixed Rate 258,60: 276,84t 40.%
I0s 533,41( 77,53¢ 11.5%
Non-Agency RMBS 4,06¢ 2,47¢ 0.4%
CLOs 35,55( 29,637 4.4%
Total $ 1,105,000 $ 676,47: 100.(%
Par Carrying
December 31, 2011 Value Value % of Total
Agency RMBS:
ARMs $ 65,11: $ 68,77¢ 34.5%
I0s 537,03. 63,68: 31.8%
CMBS:
POs 138,38t 34,927 17.5%
IO0s 850,82: 6,25¢ 3.1%
Non-Agency RMBS 6,07¢ 3,94¢ 1.£%
CLOs 35,55( 22,75t 11.£%
Total $ 1,632,98 $ 200,34: 100.(%
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I nvestment Securities Available for Sale Held in Securitization Trust . At September 30, 2012, our securities portfaicude:
multi-family CMBS classified as investment secastiavailable for sale held in securitization trustich are multifamily CMBS contributed t
the RB Commercial Trust 2012-RS1 (the “2012-RS1stTjua subsidiary of the Company that was cre&tefacilitate a multfamily CMBS
re-securitization transaction completed by the Companyay 2012. The following table sets forth theddnces of our investment securi
available for sale held in securitization trusbdSeptember 30, 2012:

Balances of Our Investment Securities Available foBale Held in Securitization Trust (dollar amountsin thousands):

Par Carrying
September 30, 2012 Value Value % of Total
CMBS:
POs $ 63,87 $ 15,45: 71.4%
I0s 846,28: 6,18¢ 28.6%
Total $ 910,15« $ 21,64: 100.(%

Detailed Composition of Loans Securitizing Our CLOs

The following tables summarize the loans secunitzour CLOs grouped by range of outstanding balar@k industry as
September 30, 2012 and December 31, 2011, resplyctdollar amounts in thousands):

As of September 30, 2012 As of December 31, 2011
Range of Outstanding Number of Total Number of Total
Balance Loans Maturity Date Principal Loans Maturity Date Principal

$0 - $50( 29  8/2015-8/2019 $ 12,20t 20 8/2015-11/2018 $ 8,58:
$500 - £,00( 138 12/2012 - 8/2019 177,11 105 12/2012 - 12/201¢ 147,59
$2,000 - $,00( 74  3/2013 - 9/2019 212,86! 84  4/2013 - 9/2019 250,01(
$5,000 - $0,00( 4 2/2013 - 7/2017 21,86¢ 6 2/2013 - 3/2016 35,62!
Total 242 $ 424,05! 21¢ $ 441,81
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September 30, 2012

Industry

Healthcare, Education & Childcare

Retail Store

Diversified/Conglomerate Service

Chemicals, Plastics and Rubber

Electronics

Telecommunications

Beverage, Food & Tobacco

Leisure, Amusement, Motion Pictures & Entertainment
Personal & Non-Durable Consumer Products

Hotels, Motels, Inns and Gaming

Aerospace & Defense

Utilities

Personal, Food & Misc Services
Diversified/Conglomerate Mfg

Automobile

Broadcasting & Entertainment

Banking

Machinery (Non-Agriculture, Non-Construction & Ndtiectronic)
Insurance

Printing & Publishing

Personal Transportation

Grocery

Finance

Buildings and Real Estate

Ecological

Farming & Agriculture

Textiles & Leather

Cargo Transport

Containers, Packaging and Glass

Oil & Gas

Diversified Natural Resources, Precious Metals Mirterals
Home and Office Furnishings, Housewares and Dur@blesumer Products
Mining, Steel, Iron and Non-Precious Metals

Personal and Non-Durable Consumer Products (mfg onl

45

Outstanding

Outstanding

Balance

25 52,34« 12.2%
17 31,88: 7.4%
21 30,32¢ 7.1%
16 29,92¢ 7.C%
14 26,31¢ 6.2%
11 24,67 5.8%
13 23,60¢ 5.6%
10 20,96 4.9%
10 18,02¢ 4.3%
6 16,97¢ 4.C%
11 16,37¢ 3.€%
7 15,56 3.7%
10 12,48( 2.8%
9 11,06: 2.6%
7 10,49¢ 2.5%
6 9,21¢ 2.2%
6 8,73¢ 2.1%
4 7,44¢ 1.7%
2 5,77¢ 1.4%
2 5,65¢ 1.2%
3 5,58( 1.2%
3 5,38¢ 1.2%
5 5,18¢ 1.2%
2 4,997 1.2%
4 4,91¢ 1.2%
2 3,73¢ 0.€%
4 3,61°¢ 0.€%
2 3,47: 0.8%
3 2,48( 0.6%
3 1,93¢ 0.5%
1 1,53¢ 0.4%
1 1,497 0.4%
1 1,36 0.2%
1 49€ 0.1%
242 $ 424,05¢ 100.(%




December 31, 2011

Industry

Healthcare, Education & Childcare

Retail Store

Electronics

Telecommunications

Chemicals, Plastics and Rubber
Diversified/Conglomerate Service

Beverage, Food & Tobacco

Leisure, Amusement, Motion Pictures & Entertainment
Personal & Non-Durable Consumer Products
Aerospace & Defense

Utilities

Hotels, Motels, Inns and Gaming

Personal, Food & Misc. Services

Containers, Packaging and Glass

Finance

Printing & Publishing

Automobile

Diversified/Conglomerate Mfg.

Banking

Broadcasting & Entertainment

Mining, Steel, Iron and Non-Precious Metals
Machinery (Non-Agriculture, Non-Construction & Ndtiectronic)
Textiles & Leather

Personal Transportation

Grocery

Buildings and Real Estate

Insurance

Diversified Natural Resources, Precious Metals Mitterals
Ecological

Farming & Agriculture

Cargo Transport

% of
Number of Outstanding Outstanding
Loans Balance Balance
24 3 61,54 13.€%
14 35,70 8.1%
13 31,72: 7.2%
13 27,63¢ 6.2%
12 25,33¢ 5.7%
15 22,32( 5.1%
10 20,27+ 4.€%
8 18,90« 4.3%
8 18,20: 4.1%
10 17,25¢ 3.€%
5 16,72: 3.8%
5 15,91« 3.6%
12 14,59¢ 3.2%
7 14,49: 3.2%
8 11,47 2.6%
4 11,40 2.6%
7 9,82¢ 2.2%
6 9,64: 2.2%
3 8,77 2.C%
3 6,29:¢ 1.4%
3 6,24: 1.4%
4 6,02¢ 1.4%
5 5,281 1.2%
2 4,96¢ 1.1%
3 4,911 1.1%
2 4,88 1.1%
2 4,35; 1.C%
1 2,227 0.5%
2 1,98¢ 0.4%
1 1,90( 0.4%
1 99C 0.2%
21 3 441,81« 100.(%
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Residential Mortgage Loans Held in Securitization Trusts (net) . Included in our portfolio are prime ARM loans that
originated or purchased in bulk from third partitbst met our investment criteria and portfolio reguents and that we subseque
securitized. We have completed four securitizatidhsee were completed in 2005 and were classiiedinancings and one, New Yi
Mortgage Trust 2006-1, qualified as a sale, whasulted in the recording of residual assets andgage servicing rights.

At September 30, 2012, residential mortgage loahd in securitization trusts totaled approximately@3.9 million. The Compal
has an aggregate net equity investment of apprd&ign&7.3 million in the three securitization treistt September 30, 2012. Of the reside
mortgage loans held in securitized trusts, 100%teaditional ARMs or hybrid ARMs, 81.9% of whichea'ARM loans that are inter
only. With respect to the hybrid ARMs included irese securitizations, interest rate reset perioglpredominately five years or less and
interest-only period is typically 10 years, whiclitigates the “payment shocldt the time of interest rate reset. None of theleggial mortgag
loans held in securitization trusts are paymenibopARMs or ARMs with negative amortization.

The following table details our residential mortgdgans held in securitization trusts at Septen3@er2012 and December
2011, respectively (dollar amounts in thousands):

Weighted
Number of Loans Par Value Average Coupon  Carrying Value
September 30, 2012 486 $ 195,54( 3.0¢% $ 193,90!
December 31, 2011 512 $ 208,93: 282% $ 206,92(

Characteristics of Our Residential Mortgage LoaredHin Securitization Trusts:

The following table sets forth the composition aff @esidential mortgage loans held in securitizatimsts as of September
2012 (dollar amounts in thousands):

Average High Low
General Loan Characteristics:
Original Loan Balance (dollar amounts in thousands) $ 441  $ 2,95 $ 48
Current Coupon Rate 3.08% 7.25% 1.38%
Gross Margin 2.31% 4.1%% 1.1%%
Lifetime Cap 11.2%% 13.25% 9.15%
Original Term (Months) 36C 36C 36C
Remaining Term (Months) 271 27¢ 23¢
Average Months to Reset 3 11 1
Original Average FICO Score 72¢ 81¢ 593
Original Average LTV 70.45% 95.00% 13.9/%
% of Weighted
Outstanding Average Gross
Loan Balance Margin (%)
Index Type/Gross Margin:
One Month LIBOR 3.C% 1.69%
Six Month LIBOR 73.(% 2.4(%
One Year LIBOR 16.1% 2.2€%
One Year Constant Maturity Treasury 7.% 2.65%
Total 100.(% 2.38%
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The following table sets forth the composition ofr sesidential mortgage loans held in securitizatimsts as of December

2011 (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

Average High Low
$ 44t % 295 $ 48
2.82% 7.25% 1.3¢%
2.31% 4.1% 1.12%
11.2% 13.25% 9.15%
36C 36C 36C
28C 28¢ 247
4 11 1
72¢ 81¢ 592
70.41% 95.0(% 13.9/%
% of Weighted

Outstanding
Loan Balance

Average Gross

Margin (%)

2.8%
72.%
16.4%%

7.8%

100.(%

1.6%
2.4(%
2.2%
2.64%
2.38%

The following tables detail activity for the resid&l mortgage loans held in securitization trusist) for the nine months enc
September 30, 2012 and 2011, respectively (dotteouats in thousands):

Allowance
for Loan Net Carrying
Principal Premium Losses Value

Balance, January 1, 2012 $ 208,93 $ 1,317 $ (3,33) $ 206,92
Principal repayments (10,927 — — (10,927
Provision for loan loss — — (56¢) (56¢)
Transfer to real estate owned (2,467 — 89¢ (1,569
Charge-Offs — — 127 127
Amortization for premium — (78) — (78)
Balance, September 30, 2012 $ 195,54( $ 1,23¢ $ (2,879 $ 193,90!

Allowance

for Loan Net Carrying

Principal Premium Losses Value

Balance, January 1, 2011 $ 229,32. $ 1,451 $ (2,589 $ 228,18!
Principal repayments (16,860) — — (16,86()
Provision for loan loss — — (2,197 (1,197
Transfer to real estate owned (239 — 16 (21¢)
Charge-Offs 17t — 44E 62(
Amortization for premium — (113 — (113)
Balance, September 30, 2011 $ 212,40: $ 1,33t $ (3,319 $ 210,42:
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The following table details loan summary informati@r our residential mortgage loans held in seization trusts at Septemt
30, 2012 (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 <= $100 14 3.3¢ 2.3¢ 3.04 12/01/3: 11/01/3¢ 36C NAS$ 185¢% 1,00¢$% 71
FAMILY <= $250 72 4.8¢ 2.3¢ 3.1¢€ 09/01/3: 12/01/3t 36C NA 16,006  13,29¢ 85¢
<= $500 80 4.1z 2.3¢ 3.1C 07/01/3¢ 01/01/3¢ 36C NA  31,00¢ 28,11 4,41°F
<=$1,00C 32 3.8¢ 1.5C 3.05 08/01/3: 12/01/3t 36C NA  2572¢ 23,83¢ 75€
>$1,000 19 3.5C 3.0C 3.1401/01/3! 11/01/3t 36C NA 33,857 33,87¢ 9,04¢
Summary 217 4.8¢ 1.5C 3.12 09/01/3: 01/01/3¢ 36C NA $108,45. $100,12. $ 15,14¢
2-4 <= $100 2 4.0C 3.3¢ 3.6€ 02/01/3! 07/01/3¢ 36C NA $ 21z $ 16C $ 75
FAMILY <= $250 6 4.0C 3.0C 3.3€ 12/01/3: 07/01/3¢ 36C NA 1,28: 1,077 -
<= $500 15 7.2¢ 2.1 3.2€ 09/01/3: 01/01/3¢ 36C NA 5,554 5,04¢ 254
<=$1,00C - - - - 01/01/0C 01/01/0( 36C NA - - -
>$1,000 - - - - 01/01/0C 01/01/0( 36C NA - - -
Summary 23 7.2F 2.1% 3.3209/01/3: 01/01/3¢ 36( NAS$ 7,04¢$ 6,280 % 32¢
Condo <= $100 15 3.8¢ 3.0C 3.22 12/01/3: 12/01/3¢ 36C NAS$ 2,157$ 1,001 % =
<= $250 71 3.8¢ 1.5C 3.14 02/01/3: 01/01/3¢ 36C NA 14,50 12,40¢ 46€
<= $500 53 4.1% 2.3¢ 3.0€ 09/01/3: 12/01/3t 36C NA 19,09 17,03¢ 29/
<=$1,00C 15 4.1% 1.62 2.97 08/01/3: 09/01/3t 36C NA  11,74¢ 10,86 74z
> $1,000 8 3.2t 3.0C 3.0€ 03/01/3! 09/01/3¢ 36C NA 12,54 12,53¢ -
Summary 162 4.1: 1.5C 3.1109/01/3: 01/01/3¢ 36C NA $ 60,047 $ 53,84( % 1,50z
CO-OP <= $100 4 3.2t 2.3¢ 2.9110/01/3: 08/01/3¢ 36C NAS$ 44 % 28t $ =
<= $250 14 3.6 2.5C 3.1110/01/3: 12/01/3¢ 36C NA 2,907 2,43¢ 21z
<= $500 18 3.65 1.3¢ 3.1108/01/3: 12/01/3t 36C NA 7,93 6,594 267
<=$1,00C 11 3.2t 3.0C 3.0Z 12/01/3: 10/01/3t 36C NA 8,56: 8,287 -
> $1,000 4 3.0C 2.2t 2.8111/01/3: 12/01/3t 36C NA 5,65¢ 5,151 -
Summary 51 3.6: 1.3¢ 3.0108/01/3: 12/01/3t 36C NA $ 25,50f $ 22,75! $ 47¢
PUD <= $100 1 3.0C 3.0C 3.0C 07/01/3¢ 07/01/3¢ 36C NA $ 10C $ 87 % =
<= $250 17 3.5C 2.3¢ 3.07 08/01/3: 12/01/3¢ 36C NA 3,78t 3,441 -
<= $500 9 3.3¢ 2.8¢ 3.0€ 08/01/3: 12/01/3¢ 36C NA 3,30t 3,041 45t
<=$1,00C 3 3.2t 3.0C 3.17 09/01/3: 07/01/3¢ 36C NA 2,18z 1,99: 84z
> $1,000 3 3.2t 2.91 3.0t 04/01/3: 12/01/3¢ 36C NA 4,14¢ 3,981 -
Summary 33 3.5C 2.3¢ 3.07 08/01/3: 12/01/3t 36C NA $ 13,52( $ 12,540 $ 1,29¢
Summary <=$100 36 4.0C 2.3¢ 3.1510/01/3: 12/01/3t 36C NAS$ 477($ 2531 % 14¢€
<= $250 18C 4.8¢ 1.5C 3.1€ 08/01/3: 01/01/3¢ 36C NA  38,48. 32,65¢ 1,537
<= $500 17t 7.25 1.3¢ 3.1C 08/01/3: 01/01/3¢ 36C NA 66,88¢ 59,83( 5,681
<=$1,00C 61 4.1% 1.5C 3.0Z 08/01/3: 12/01/3t 36C NA 48,220 44,97¢ 2,341
> $1,000 34 3.5C 2.2t 3.0€ 04/01/3: 12/01/3¢ 36C NA 56,206 55,54( 9,04¢
Grand
Total/
Weighted
Average 48€ 7.2F 1.3¢ 3.0€ 08/01/3: 01/01/3¢ 36( NA $214,56° $19554( $ 18,75!
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The following table details loan summary informatifor our residential mortgage loans held in séi@ation trusts at Decemt
31, 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 <= $100 14 3.0C 2.5C 2.8¢ 09/01/3: 11/01/3¢ 36C NAS$ 1656 $ 1,055 $ =
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 07/01/3: 01/01/3¢ 36C NA  33,89¢ 31,05¢ 6,13t
<=$1,00C 34 3.5C 1.5C 2.71 08/01/3: 12/01/3" 36C NA 27,12 25,36¢ 3,411
>$1,000 21 3.2t 2.62 2.81 01/01/3¢ 11/01/3¢ 36C NA 37,351 36,81: 9,047
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 3.6t 2.62 3.0z 12/01/3: 07/01/3¢ 36C NA 1,28t 1,094 -
<= $500 15 7.2% 218 3.1C 09/01/3: 01/01/3¢ 36C NA 5,55¢ 5,13¢ 254
<=$1,00C - - - - - - 36C NA - - -
>$1,000 : : : - - - 36C NA - - -
Summary 23 7.28 2.1% 3.1C 09/01/3: 01/01/3¢ 36C NAS$ 7,04¢ $ 6,39 $ 32¢
Condo <= $100 13 3.2t 2.62 2.81 01/01/3t 12/01/3* 36C NAS$ 164C $ 844 $ =
<= $250 72 3.5C 1.5C 2.92 02/01/3¢ 01/01/3¢ 36C NA 14,297 12,41t 46¢
<= $500 58 3.7t 2.3¢ 2.84¢ 09/01/3: 12/01/3" 36C NA  20,94: 18,89: -
<=$1,00C 14 3.8¢ 1.6: 2.7€¢ 08/01/3: 09/01/3! 36C NA 10,33¢ 9,99¢ -
> $1,000 10 2.8¢ 2.65 2.7: 01/01/3t 09/01/3t 36C NA 14,91 14,55¢ -
Summary 167 3.8¢ 1.5C 2.8€ 09/01/3. 01/01/3¢ 36C NA$ 62,13 $ 56,70F & 46¢
CO-OP <= $100 4 2.8¢ 2.5C 2.6¢ 10/01/3: 08/01/3¢ 36C NAS$ 44t ¢ 30€ $ =
<= $250 15 3.3¢ 2.28 2.7¢ 10/01/3: 12/01/3¢ 36C NA 3,42¢ 2,57 21z
<= $500 23 3.5C 1.3¢ 2.7¢ 08/01/3¢ 12/01/3" 36C NA 9,531 8,23t -
<=$1,00C 11 2.8¢ 2.6 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¢ 12/01/3" 36C NA 5,65¢ 5,23 -
Summary 57 3.5C 1.3¢ 2.7z 08/01/3¢ 12/01/3! 36C NA $ 27,62¢ $ 24,66 $ 21z
PUD <= $100 1 2.62 2.62 2.6% 07/01/3t 07/01/3¢ 36C NA S 10C $ 89 $ =
<= $250 18 3.1: 2.5C 2.87 08/01/3t 12/01/3t 36C NA 3,95¢ 3,65¢ 16C
<= $500 10 3.0C 2.62 2.8¢ 08/01/3: 12/01/3¢ 36C NA 3,66¢ 3,42 31t
<=$1,00C 4 3.2t 2.7¢ 2.9¢ 05/01/3: 07/01/3¢ 36C NA 2,83 2,59¢ -
> $1,000 3 2.8¢ 2.7¢ 2.8% 04/01/3: 12/01/3¢ 36C NA 4,14¢ 4,011 -
Summary 36 3.2t 2.5 2.87 08/01/3: 12/01/3! 36C NAS$ 14,700 $ 13,77 $ 47t
Summary <= $100 34 3.6: 2.5C 2.8t 09/01/3¢ 12/01/3" 36C NAS$ 405 $ 246 $ 75
<= $250 182 4.5C 1.5C 2.9% 08/01/3: 01/01/3¢ 36C NA  39,26( 32,84¢ 1,79¢
<= $500 19t 7.2t 1.3¢ 2.87 08/01/3: 01/01/3¢ 36C NA 73,59 66,73¢ 6,704
<=$1,00C 63 3.8¢ 1.5C 2.71 08/01/3: 12/01/3" 36C NA  48,85¢ 46,27¢ 3,411
> $1,000 38 3.2t 2.28 2.77 04/01/3: 12/01/3¢ 36C NA 62,07¢ 60,61 9,047
Grand
Total/
Weighted
Average 512 7.28 1.3¢ 2.8z 08/01/3: 01/01/3¢ 36C NA $227,84. $208,93: $ 21,03!
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Multi-Family Loans Held in Securitization Trusts . As of September 30, 2012, we owned 100% of the lfiss securities of tl
Consolidated K-Series. The Consolidated K-Seripsesents three separate médtinily mortgage loan securitizations undertakenFbgddie
Mac, which includes the K-3 Series, the K-6 Seaied the K18 Series, of which we, or one of our SPEs, owrfitseloss POs and certain I(
We determined that the Consolidated K-Series wexgable interest entities (“VIEs"and that we are the primary beneficiary of
Consolidated K-Series. Accordingly, we are requiee@donsolidate the Consolidated K-Series’ undagyinultifamily loans and related de
interest income and interest expense in our firdrstatements. We have elected the fair value omtiothe assets and liabilities held within
Consolidated K-Series, which requires that chamgealuations in the assets and liabilities of @@nsolidated KSeries will be reflected in o
statement of operations. As of September 30, 2012 Consolidated K-Series was comprised of $4.obilin multi-family loans held i
securitization trusts and $3.9 billion in multi-fdgynCDOs. In addition, as a result of the consalidn of the Consolidated Keries, ot
statement of operations for the three and nine hsebded September 30, 2012 included $36.1 mi#lf@h$67.1 million in interest income ¢
$33.4 million and $62.5 million in interest expensespectively. Also, we recognized a $0.8 millemd $5.0 million unrealized gain in -
statement of operations for the three and nine hsoahded September 30, 2012, respectively, asult céghe fair value accounting mett
election. We do not have any claims to the agsth®r than the security represented by our foss Ipiece) or obligations for the liabilities
the Consolidated K-Series. Our maximum exposuréoss from the Consolidated Beries is our carrying value of $89.6 million a:
September 30, 2012.

Multi-Family CMBS Loan Characteristics

The following table details the loan characteristid the loans that back the multi-family CMBS (irding the Consolidated K-
Series) in our portfolio as of September 30, 20d@ Recember 31, 2011, respectively (dollar amoimtisousands, except as noted):

September 30, December 31,

2012 2011

Current balance of loans $ 5,847,17. $ 3,457,29
Number of loan: 377 234
Weighted average original LTV 69.(% 68.(%
Weighted average underwritten debt service coveraiie 1.42x 1.52x
Current average loan size $ 15,51C $ 14,77¢
Weighted average original loan term (in months) 11¢€ 117
Weighted average current remaining term (in months) 94 101
Weighted average loan rate 5.15% 5.25%
First mortgages 10C% 10C(%
Geographic state concentration (greater than 5.0%):

Texas 12.9% 14.2%

California 11.€% 9.2%

New York 6.4% 7.2%

Georgia 4.8% 6.7%

Washington 5.2% 6.2%

Florida 5.7% 5.5%

Financing Arrangements, Portfolio Investments. As of September 30, 2012, we had approximated$5aillion of repurchas
borrowings outstanding. Our repurchase agreentgpisally have terms of 30 days or less. As of 8eyter 30, 2012, the current weigt
average borrowing rate on these financing faclitias 0.65%. For the three months ended Septendh@022, the ending balance, quart
average and maximum balance at any memith-for our repurchase agreement borrowings we8®.85million, $345.9 million and $59:
million, respectively. Our repurchase agreementdwings as of September 30, 2012 are higher as amdpgo December 31, 2011 prima
as a result of our increased investments in Agé&iRyls and Agency fixed rate RMBS during the nine therended September 30, 2012.

Residential Collateralized Debt Obligations. As of September 30, 2012, we had $187.5 millionesfdential collateralized de
obligations, or Residential CDOs, outstanding waitlveighted average interest rate of 0.66%.

Multi-Family Collateralized Debt Obligations. As of September 30, 2012, we had $3.9 billion oftrfamily collateralized del
obligations, or Multi-Family CDOs, outstanding wighweighted average interest rate of 5.10%. Thegki-Mamily CDO’s are obligations
the Consolidated K-Series. We determined that veethe primary beneficiary of the ConsolidatedSKries and have consolidated
Consolidated K-Series into our financial statements
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Securitized Debt . As of September 30, 2012, we had $26.1 million edusitized debt, which was issued at a discoun
provides for a bond equivalent yield of 9.5% to thechaser. This securitized debt represents thesrissued in our May 2012 muléimily
CMBS re-securitization transaction, which is setizgd by the multi-family CMBS contributed to th8I2-RS1 Trust.

Subordinated Debentures . As of September 30, 2012, certain of our wholly edrsubsidiaries had trust preferred secu
outstanding of $45.0 million with a weighted averaigterest rate of 4.29%. The securities are fglharanteed by us with respect
distributions and amounts payable upon liquidati@demption or repayment. These securities areifits as subordinated debentures ir
liability section of our condensed consolidatecabak sheets.

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

In order to reduce our interest rate risk relatedur borrowings, we may utilize various hedgingtioments, such as interest
swap agreement contracts whereby we receive fipatite payments in exchange for fixed rate paymeffsctively converting our short te
repurchase agreement borrowings or Residential CidGsfixed rate. At September 30, 2012, the Compgaad $238.8 million of notion
amount of interest rate swaps outstanding withiranfiarket liability value of $1.9 million. The intest rate swaps qualify as cash flow he:
for financial reporting purposes.

In addition to utilizing interest rate swaps, weynpairchase or sell short U.S. Treasury securitiesnter into Eurodollar or oth
futures contracts or options to help mitigate tbéeptial impact of changes in interest rates onptiormance of our Agency 10s. We
borrow securities to cover short sales of U.S. Jueasecurities under reverse repurchase agreenfgdtized and unrealized gains and Ic
associated with purchases and short sales of WeBsiliry securities, Eurodollar or other futures swvdptions are recognized through earr
in the condensed consolidated statements of opagati

The Company uses To-Beanounced securities, or TBAs, U.S. Treasury séiegrand U.S. Treasury futures and options to t
interest rate risk, as well as spread risk assetiafith its investments in Agency I0s. For example,may utilize TBAs to hedge the inte
rate or yield spread risk inherent in our long AgeRMBS by taking short positions in TBAs that amnilar in character. In a TBA transacti
we would agree to purchase or sell, for futurevaeli, Agency RMBS with certain principal and intgréerms and certain types of underly
collateral, but the particular Agency RMBS to béiwdeed is not identified until shortly before tA@A settlement date. The Company typic
does not take delivery of TBAs, but rather settléth its trading counterparties on a net basis. $B#e liquid and have quoted market pi
and represent the most actively traded class of BMBor TBA contracts that we have entered into,haee not asserted that phys
settlement is probable. Because we have not dasijthese forward commitments associated with agen&y I0s as hedging instrume
realized and unrealized gains and losses assocwtadthese TBAs, U.S. Treasury securities and U.&asury futures and options
recognized through earnings in the condensed ddased statements of operations.

The use of TBAs exposes the Company to market vidleas the market value of the securities that@ompany is required
purchase pursuant to a TBA transaction may detlelew the agreedpon purchase price. Conversely, the market valukeosecurities th
the Company is required to sell pursuant to a TB#gaction may increase above the agreed upopisede The use of TBAs associated \
our Agency IO investments creates significant stearh payables (and/or receivables) on our balaheet.

Derivative financial instruments may contain credik to the extent that the institutional countetigs may be unable to meet
terms of the agreements. We minimize this riskifmjting our counterparties to major financial ingtions with good credit ratings. In additi
we regularly monitor the potential risk of loss lwiiny one party resulting from this type of craik. Accordingly, we do not expect ¢
material losses as a result of default by othetigsgrbut we cannot guarantee that we will not epee counterparty failures in the future.

Our investment in Agency 10s involves several typéglerivative instruments used to hedge the oleislt profile of ou
investments in Agency 10s. This hedging technicuieyinamic in nature and requires frequent adjustsnevhich accordingly makes it ve
difficult to qualify for hedge accounting treatmehtedge accounting treatment requires specifictifieation of a risk or group of risks a
then requires that we designate a particular ttadbat risk with no minimal ability to adjust ovére life of the transaction. Because we
Midway are frequently adjusting these derivativetinments in response to current market conditimeshave determined to account for all
derivative instruments related to our Agency IOesivnents as derivatives not designated as hedustryiinents.
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Balance Sheet Analysis - Stockholders’ Equity

Stockholders’equity at September 30, 2012 was $222.0 million iactuded $18.4 million of accumulated other conhgmesive
income. The accumulated other comprehensive incoomsisted of $17.1 million in unrealized gains ity related to our CLOs, $:
million in unrealized gains related to our AgencMBS, partially offset by $1.9 million in unrealizetkrivative losses related to cash 1
hedges and $0.3 million in net unrealized losséstae to our CMBS. Stockholdergquity at December 31, 2011 was $85.3 million
included $11.3 million of accumulated other compretive income. The accumulated other comprehernso@me at December 31, 2(
consisted of $12.8 million in unrealized gains ity related to our CLOs, $1.2 million in unre&d losses related to our CMBS and !
million in unrealized derivative losses related&sh flow hedges.

Analysis of Changes in Book Value

The following table analyzes the changes in bodkesdor the three and nine months ended SeptenheP®L2, respective
(amounts in thousands, except per share):

Three Months Ended September 30, 2012 Nine Months Ended September 30, 2012

Amount Shares Per Share(1) Amount Shares Per Share(1)
Beginning Balance $ 112,99: 17,36¢ $ 6.51 $ 85,27¢ 13,93¢ $ 6.12
Stock issuance, net 107,86 16,67¢ 128,21 20,10¢
Balance after share issuance activity 220,86 34,04+ 6.4¢ 213,49: 34,04 6.2
Dividends declared (9,199 (0.27) (17,42¢ (0.5
Net change AOCI(2)
Hedges (1,799 (0.0%) (1,619 (0.05)
RMBS 2,48t 0.07 3,31: 0.1c¢
CMBS (249 (0.0 76€ 0.0z
CLOs 1,98¢ 0.0¢ 4,60( 0.14
Net income excluding unrealized
gains and losses on investmen
securities and related hedges ¢
multi-family loans and debt hel
in securitization trusts 9,027 0.27 16,47¢ 0.4¢
Unrealized net losses on investmel
securities and related hedges (1,876 (0.0¢) (2,577) (0.0¢)
Unrealized net gains on multi-famil
loans and debt held in
securitization trusts 762 0.0z 4,99( 0.1f
Ending Balance $ 222,01« 34,04¢ $ 6.5 $ 222,01 34,04¢ $ 6.52

(1) Outstanding shares used to calculate book valushsme for the quarter ended period is based astamding shares as of Septembe
2012 of 34,044,374.
(2) Accumulated other comprehensive income (*“AQCI”
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Results of Operations
Comparison of the Three and Nine Months Ended Septeber 30, 2012 to the Three and Nine Months Ended Bember 30, 2011

For the three and nine months ended September(3@, 2ve reported net income attributable to commstomckholders of $7
million and $18.9 million, respectively, as comghite net loss attributable to common stockholddr$1®,000 for the three months en
September 30, 2011 and net income attributabletonwon stockholders of $6.7 million for the nine nienended September 30, 2011.
main components of the change in net income fothtee and nine months ended September 30, 20d@ngzared to the same periods for
prior year are detailed in the following table (dolamounts in thousands, except per share data):

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2012 2011 $ Change 2012 2011 $ Change
Net interest incom $ 8,13( $ 6,22¢ $ 1,90z $ 20,17¢  $ 14,03¢ $ 6,13¢
Total other income (expense) $ 3,62: $ (5,457 $ 9,08( $ 8,21t % (459 $ 8,67¢

Total general, administrative and oth:
expenses $ 3,241 % 717 $ 252¢ % 8,56¢ $ 6,46/ $ 2,10¢
Income from continuing operations

before income taxes $ 8,51 $ 54 $ 8,45¢ $ 19,82t $ 7,11¢ $ 12,70¢
Income tax expense $ 50¢ $ 56 $ 54z $ 1,06: $ 41¢  $ 64¢€
Net income $ 791: % 17 $ 7,89¢ $ 18,79: $ 6,72C $ 12,07:
Net income (loss) attributable

common stockholders $ 7,91 $ a5 $ 7,92¢ $ 18,88¢ $ 6,66¢ $ 12,22:
Basic income per common share $ 03C $ — 3 03C $ 1.01 $ 067 $ 0.3¢
Diluted income per common share  $ 0.3C $ — % 03C $ 1.01 $ 0.67 $ 0.3¢

The $7.9 million increase in net income attribugatd common stockholders for the three months esigrdember 30, 2012,
compared to the same period in the previous yeas, due primarily to a $6.2 million decrease in umatealized loss on investment secur
and related hedges, a $2.5 million increase ime@ized gains on securities and related hedggs.%million increase in net interest margir
our investment portfolio and loans held in seceatiion trusts, a $0.8 million increase in net ulized gain on multfamily loans and debt he
in securitization trusts, partially offset by a $2nillion increase in general, administrative atitko expenses, a $0.5 million decrease in inc
from investments in limited partnership and limitebility company and a $0.5 million increase meome tax expense. The significant det
in net unrealized loss on investment securitiesrafated hedges was mainly related to an improvett@ment for our portfolio as compa
to the comparative 2011 periods. During the 201ifd tquarter, a confluence of factors, includingenainty and concerns of systemic
related to the European sovereign debt crisis arevamping of the rules for HARP I, contributedaasignificant widening of credit spre:
during the 2011 third quarter, which in turn, néggly impacted the pricing of our Agency |0s at &epber 30, 2011.

The $12.2 million increase in net income attriblgaio common stockholders for the nine months er@igotember 30, 2012,
compared to the same period in the previous yeas, due primarily to a $6.2 million decrease in umatealized loss on investment secur
and related hedges, a $6.1 million increase inimtetest margin on our investment portfolio andnwdeld in securitization trusts, a ¢
million increase in net unrealized gain on mdtinily loans and debt held in securitization trust$0.9 million decrease in provision for |
losses, partially offset by a $2.3 million decreasaet realized gain on investment securities ealdted hedges, a $2.1 million increas
general, administrative and other expenses, a ®illlibn decrease in income from investments in tedi partnership and limited liabil
company and a $0.6 million increase in income tgpease.

The improvements in net interest margin duringttiree and nine months ended September 30, 20X&nagared to the sai
periods in the prior year was driven by continued financing rates and an increase of approxima888.7 million in our average inter
earning assets. The increases in our average sh&aming assets was a result of our purchasédii@nal leveraged Agency RMBS and of
investments with the cash proceeds from our reeguity offerings.
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The $0.8 million and $5.0 million increase in neteslized gains on mulfamily loans and debt held in securitization trufs
the three and nine months ended September 30, B8 ctively, as compared to the same period 14 2@flects the changes in valuation
the assets and liabilities of the Consolidate@®dties. As discussed above, unrealized gains asddofor these assets are reflected i
statement of operations. The valuation for the Gbdated K-Seriesassets and liabilities benefitted during the 20&8qals from tightenin
credit spreads.

Comparative Expenses (dollar amounts in thousands)

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

General, Administrative and Other
Expenses: 2012 2011 % Change 2012 2011 % Change
Salaries, benefits and directors’
compensation $ 597 $ 414 44.2% $ 1,70 % 1,32¢ 28.2%
Professional fees 382 31C 23.5% 1,29(C 1,07t 20.(%
Management fees 1,772 (46€) 480.29% 3,981 2,66¢ 49.4%
Other 48¢ 45¢ 6.5% 1,58¢ 1,39¢ 13.%

Total $ 3,241 $ 717 352.(% $ 8,56¢ $ 6,464 32.5%

The general, administrative and other expensegaser of $2.5 million and $2.1 million for the thraed nine months end
September 30, 2012, respectively, as comparedetsame periods in 2011, was due primarily to iregsaf $2.2 million and a $1.3 millic
respectively, in management fees, and $0.2 and bdlibn, respectively, in salaries, benefits aricedtors’ compensation. The increase
management fees for the three and nine months eaepttmber 30, 2012 is primarily a result of inseshprofitablility of our investmen
including those managed by Midway.
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Quarterly Comparative Net I nterest Spread

Our results of operations for our investment pdidfduring a given period typically reflects thetmeterest income earned on
investment portfolio of Agency and ndkgency RMBS, CMBS (including CMBS held in securdiion trust), prime ARM loans held
securitization trusts, loans held for investmendnis held for sale and CLOs (collectively, our éhaist Earning Assets”Jhe net interest spre
is impacted by factors such as our cost of finagcithe interest rate that our investments bear and interest rate hedgi
strategies. Furthermore, the amount of premiumiscodint paid on purchased portfolio investments tired prepayment rates on portft
investments will impact the net interest spreadswcsh factors will be amortized over the expectethtef such investments. Realized
unrealized gains and losses on TBAs, Eurodollar&medsury futures and other derivatives associaitdour Agency 10 investments, whi
do not utilize hedge accounting for financial repay purposes, are included in other income (ex@geirs our statement of operations,
therefore, not reflected in the data set forth welo

The following table sets forth, among other thinfg, net interest spread for our portfolio of lerEarning Assets by quarter
the eight most recently completed quarters, exnlyithe costs of our subordinated debentures:

Weighted

Average Average

Interest Cash Yield

Earning on Interest

Assets ($ Earning Cost of Net Interest
Quarter Ended millions) (1) Assets (3) Funds (4) Spread (5)
September 30, 2012 (2) $ 698.t 5.9% 1.2% 4.7(%
June 30, 2012 (2) $ 409.4 7.28% 1.37% 5.95%
March 31, 2012 (2) $ 396.4 7.5% 1.01% 6.5%
December 31, 2011 $ 372.¢ 7.1% 0.97% 6.2(%
September 30, 2011 $ 369.¢ 8.04% 0.8¢% 7.15%
June 30, 2011 $ 341.% 7.5%% 0.9% 6.65%
March 31, 2011 $ 310.2 4.7¢% 1.0¢% 3.66%
December 31, 2010 $ 318.( 4.98% 1.45% 3.52%

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

(2) Average Interest Earning Assets for the quazkeludes all Consolidated K-Series assets otiar the Consolidated K-Seriestcuritie
actually owned by us.

(3) Our Weighted Average Cash Yield on Interest Earnhsgets was calculated by dividing our annualizé@rest income from Intere
Earning Assets for the quarter by our average éstdearning Assets for the quarter.

(4) Our Cost of Funds was calculated by dividing ounwsiized interest expense from our Interest Earisgets for the quarter by ¢
average financing arrangements, portfolio investsand Residential CDOs for the quarter.

(5) Net Interest Spread is the difference between ogigtifed Average Cash Yield on Interest Earning #ssaed our Cost of Funcd
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Prepayment Experience . The constant prepayment rate (“CPRY) our overall portfolio of RMBS and residentiabits held i
securitization trusts averaged approximately 15di%ing the quarter ended September 30, 2012, mpaed to 16.6% during the qua
ended June 30, 2012. CPRs on our overall RMBS giimrtfor the quarter ended September 30, 2012 geerapproximately 18.0%,
compared to 20.0% for the quarter ended June 3IB.2T0he CPRs on our residential mortgage loand imebur securitization trusts for 1
quarter ended September 30, 2012 averaged appreynda6%, as compared to 7.4% for the quarter @éddme 30, 2012. When prepayn
expectations over the remaining life of assetseiase, we have to amortize premiums over a shamtergeriod resulting in a reduced vyielc
maturity on our investment assets. Converselyréppyment expectations decrease, the premium wmaildmortized over a longer per
resulting in a higher yield to maturity. In additiche market values and cash flows from our Agdf@s/can be materially adversely affec
during periods of elevated prepayments. We momitorprepayment experience on a monthly basis ajbtatthe amortization rate to refl
current market conditions.

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

Weighted

Average

Agency Agency Agency Non-Agency Residential for Overall

Quarter Ended ARMs Fixed Rate I0s RMBS Securitizations Portfolio
September 30, 2012 17.5% 2.C% 19.2% 15.1% 4.6% 15.1%
June 30, 2012 24.¢% N/A 19.2% 15.2% 7.4% 16.6%
March 31, 2012 18.1% N/A 19.€% 13.2% 8.1% 16.6%
December 31, 2011 16.9% N/A 19.5% 12.6% 5.2% 15.8%
September 30, 2011 16.6% N/A 10.1% 14.7% 10.2% 10.8%
June 30, 2011 19.2% N/A 8.C% 11.2% 8.4% 8.8%
March 31, 2011 16.5% N/A 10.2% 20.8% 7.C% 9.6%
December 31, 2010 22.6% N/A N/A 18.4% 11.5% 13.8%

Federal Housing Finance Agency HARP Il Program

In November 2011, the U.S. Government announcedilsle@tf HARP 1, which is a program designed toistssorrowers who a
current with their mortgage payments but are untblefinance due to property valuation ratios. HARwill target homeowners who did 1
participate in the original version of HARP and wwhamortgages were originated prior to June 1, 28pPproximately 2.6% of the Agen
RMBS in our portfolio contain mortgages which aligible for refinancing and thus may be prepaid @nd ARP 1l given the parameters of
program.
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Non-GAAP Financial Measure

In addition to disclosing financial results caldelh in accordance with United States generally @teceaccounting principl
(GAAP), we also present a non-GAAP financial meaghat adjusts for certain items. The MBAAP financial measure, net income excluc
unrealized gains and losses associated with inwedtsecurities and related hedges and the ConsadidaSeries, set forth below is provic
to enhance the user’s overall understanding offioancial performance. Specifically, managementevels the norGAAP financial measu
provides useful information to investors by exchglior adjusting certain items affecting reporte@&rating results that were unusual or
indicative of our core operating results. The &AAP financial measure presented by the Companyldhwot be considered a substitute
or superior to, the financial measures calculateaicicordance with GAAP. Moreover, the fBAAP financial measure may not be compar
to similarly titted measures reported by other canips. The noiGAAP financial measure included in this filing hiasen reconciled to t
nearest GAAP measure, which is net income attridetto common stockholders.

Net I ncome Excluding Unrealized Gains and L osses Associated with | nvestment Securities and Related Hedges and Consolidated K-Series

A reconciliation between net income excluding ulized gains and losses related to our investmesurgees and related hedg
and multifamily loans and debt held in securitization trustsd GAAP net income attributable to common stotdérs for the three and n
months ended September 30, 2012 and 2011, resplgciiv presented below (dollar amounts in thousaegcept per share amounts):

For the For the For the For the
Three Months Endec  Three Months Ended  Nine Months Ended Nine Months Ended
September 30, 2012  September 30, 2011 September 30, 2012 September 30, 2011
Per
Amounts Share Amounts Per Share Amounts Per Share Amounts Per Share

Net Income (Loss) Attributable -
Common Stockholders - GAAP $ 791 $ 03C $ (15 $ — $ 1888 $ 101 $ 6666 $ 0.67
Adjustments:
Unrealized net losses on investrr
securities and related hedge: 1,87¢ 0.07 8,027 0.7z 2,57 0.14 8,762 0.87
Unrealized net gains on multi-
family loans and debt held in
securitization trusts (762) (0.09) — — (4,990 (0.27) — —

Net income attributable to comm:
stockholders excluding
unrealized gains and losses $ 9,027 $ 03/ $ 8012 $ 072 $ 1647¢ $ 08t $ 1543( $ 1.5¢

Portfolio Asset Yields for the Quarter Ended Septerber 30, 2012

The following table summarizes the Compangignificant assets at and for the quarter endgdegber 30, 2012, classified
relevant categories (dollar amount in thousands):

Carrying
Value Coupons(1) Yield(1) CPR(1)
Agency ARMs $ 289,97¢ 3.0%% 2.14% 17.5%
Agency Fixed Rate RMBS $ 276,84¢ 3.2(% 2.42% 2.C%
Agency |0s $ 77,53¢ 5.86% 12.82% 19.2%
CMBS (2) $ 111,25! 0.1(% 12.7¢% N/A
Residential Securitized Loans $ 193,90! 2.9€% 2.9(% 4.€%
CLOs $ 29,637 4.42% 40.5% N/A

(1) Coupons, yields and CPRs are based on theiden2012 weighted average balances. Yieldsaoslated on amortized cost basis.
(2) CMBS carrying value, coupons and yield calculatians based on the underlying CMBS that are actwallyed by the Company and
not include the other consolidated assets anditiabiof the Consolidated K-Series not owned by @ompany.
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Liquidity and Capital Resources
General

Liquidity is a measure of our ability to meet pdtehcash requirements, including ongoing committaen repay borrowing
fund and maintain investments, comply with margiquirements, fund our operations, pay managemecgntive and consulting fees, |
dividends to our stockholders and other generahless needs. Our investments and assets, excltidimincipal only multfamily CMBS we
invest in, generate liquidity on an ongoing bakietigh principal and interest payments, prepaymeisearnings retained prior to paymer
dividends and distributions from unconsolidatedestments, while the principal only muléimily CMBS we invest in are backed by ball
nontecourse mortgage loans that provide for the payroémrincipal at maturity date, which is typicalgight to ten years. In additic
depending on market conditions, the sale of investnsecurities, structured financings or capitatk@atransactions may provide additic
liquidity. However, our intention is to meet ouguidity needs through normal operations with thal@d avoiding unplanned sales of asse
emergency borrowing of funds.

During the nine months ended September 30, 2012ywere provided net cash of $24.5 million, as a ltesi$576.7 millior
provided by financing activities and $15.8 milliohcash provided by operating activities, which wéset by $568.nillion used in investin
activities. Our financing activities primarily inaled proceeds from financing arrangements of $4@l®n, proceeds from stock issuancefs
$128.3 million, and proceeds from securitized deb$26.0 million, partially offset by $17.9 milliom payments made on mufémily
collaterized debt obligations, $13.1 million in dignds paid and $12.3 million in payments madeesidential collaterized debt obligatic
Our investing activities primarily included $5961llion of purchases of investment securities, $81.0 millibpwchases of investments h
in multi-family securitization trusts, partiallyffset by $50.6 million of proceeds from salesmfdastment securities, $23.5 million in princi
paydowns on investment securities available fog,skl7.9 million in principal repayments receivedmulti-family loans held in securitizati
trusts and $11.9 million in principal repaymentsaiged on residential mortgage loans held in sézation trusts.

We fund our investments and operations through lanbad and diverse funding mix, which includes pemts from equi
offerings, shorterm repurchase agreement borrowings, CDOs, seedfitdebt, trust preferred debentures and, pridthéir redemption i
2010, our convertible preferred debentures. Ingteases where we utilize some form of structuneainiging, be it through CDOs or securiti
debt, the cash flow produced by the assets that sex collateral for these structured finance umsénts may be restricted in terms of its us
applied to pay principal or interest on CDOs oresathat are senior to our interests. At SepterBBe2012, we had cash and cash equive
balances of $41.0 million. The increase in cashaasth equivalents from $16.6 million at December2Ril1 is due primarily to an increast
87% in our average interest earning assets duhagperiod and the need to hold greater cash ard emsivalent positions as a resul
the additional investment securities and relatedghs in our portfolio that are subject to margitiscaBased on our current investm
portfolio, new investment initiatives, leverageigaand available and future possible borrowing regeanents, we believe our existing ¢
balances, funds available under our current re@msetagreements and cash flows from operationsnveiit our liquidity requirements for
least the next 12 months.

Liquidity — Financing Arrangements

We rely primarily on repurchase agreements andrgized debt to finance the mortgapaeked securities and CLOSs in
investment portfolio. As of September 30, 2012 hage outstanding repurchase agreements, a forwllaferalized shorterm borrowing, wit
nine different financial institutions. These agresits are secured by certain of our investment gesuand bear interest rates that t
historically moved in close relationship to LIBORur borrowings under repurchase agreements ara lossthe fair value of our investm
securities portfolio. Interest rate changes andeased prepayment activity can have a negative dimpa the valuation of these securit
reducing the amount we can borrow under these agneis. Moreover, our repurchase agreements allewedhnterparties to determine a |
market value of the collateral to reflect currerarket conditions and because these lines of fimgnare not committed, the counterparty
call the loan at any time. If a counterparty deiegs that the value of the collateral has decreabedcounterparty may initiate a margin
and require us to either post additional collatépatover such decrease or repay a portion of thstanding borrowing in cash, on minir
notice. Moreover, in the event an existing courdespelected to not renew the outstanding balardés anaturity into a new repurchz
agreement, we would be required to repay the cudstg balance with cash or proceeds received frarava counterparty or to surrender
securities that serve as collateral for the outitanbalance, or any combination thereof. If we an@able to secure financing from a r
counterparty and had to surrender the collateralywuld expect to incur a loss. In addition, in évent one of our lenders under the repurc
agreement defaults on its obligation to “re-seli”return to us the securities that are securirghthrrowings at the end of the term of
repurchase agreement, we would incur a loss orréimsaction equal to the amount of “haircut” assied with the repurchase agreement
which we sometimes refer to as the “amount at rislAs of September 30, 2012 &vhad an aggregate amount at risk under our repsk
agreements with nine counterpartafsapproximately $63.5 million, with no greater thapproximately $18.6 million at risk with any sie
counterparty.
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At September 30, 2012, the Company had short temmapurchase agreement borrowings of $580.2 miismompared to $11.
million as of December 31, 2011. The increase istanding repurchase agreement borrowings is pitiyraue to an increase in the size of
leveraged Agency RMBS portfolio, which has beerdfahwith a portion of the proceeds from our reqarilic stock offerings. In addition
our excess cash, the Company has $92.2 milliomancumbered securities, including $38.5 millionRMBS, of which $36.0 million a
Agency RMBS. The $41.0 million of cash, the $3&iHlion in RMBS, and $27.5 million held in overnigteposits in our Agency 10 portfo
included in restricted cash that is available toemmargin calls as it relates to our Agency 10 fodid repurchase agreements, wt
collectively represents 19% of our financing arramegnts, portfolio investments, are liquid and cdagdnonetized to pay down or collatera
the liability immediately. At September 30, 20%9% also had long-term debt, including Resident208 outstanding of $187.5 million, multi-
family CDOs outstanding of $3.9 billion which repeait obligations of the ConsolidatedS¢éries, subordinated debt of $45.0 million
securitized debt of $26.1 million. The CDOs ardlateralized by the residential and muhimily loans held in securitization trus
respectively. Our maximum exposure to loss on oesitRential and MultFamily CDOs at September 30, 2012 is $7.3 million &89.1
million, respectively. The securitized debt represehe proceeds to us from thesesuritization transaction we completed in May 20A2
market conditions and balance sheet conditions ibewe expect to pursue in the future transactisingilar in structure and form to the re-
securitization transaction.

Our leverage ratio for our investment portfolio,igthwe define as our outstanding indebtedness uregfairchase agreeme
divided by stockholdersquity, was 2.6 to 1 at September 30, 2012. Thep2owis policy for leverage is based on the typasskt, underlyir
collateral and overall market conditions. Currentlye Company targets an 8 to 1 maximum leveratje far Agency RMBS, a 2 to
maximum leverage ratio for Agency 10s and a maxinmatio of 3 to 1 for all other securities. We maoniall at risk or short term borrowings
ensure that we have adequate liquidity to satisdygin calls and have the ability to respond to otharket disruptions.

Liquidity — Hedging and Other Factors

Certain of our hedging instruments may also impagt liquidity. We use interest rate swaps, swatiéurodollar or oth
futures contracts to hedge interest rate risk dattwith our investments in Agency RMBS. Withpest to futures contracts, initial mar
deposits will be made upon entering into futurestiaets and can be either cash or securities. Butie period the futures contract is 0]
changes in the value of the contract are recogragaghrealized gains or losses by marking to market daily basis to reflect the market vi
of the contract at the end of each datyading. We may be required to satisfy variabbegim payments periodically, depending upon wht
unrealized gains or losses are incurred.

We also use TBASs to hedge interest rate risk amelasprisk associated with our investments in Agelizy. Since delivery fc
these securities extends beyond the typical settiérmdates for most naerivative investments, these transactions are mpaee to marki
fluctuations between the trade date and the ulénsattiement date, and thereby are more vulnerabfeecially in the absence of ma
arrangements with respect to these transactionscteasing amounts at risk with the applicablenterparties. The use of TBAs associi
with our Agency 10O investments creates significanort term payables (and/or receivables), amourttin§198.8 million at September
2012, and is included in payable for securitiespased on our condensed consolidated balance sheet.

We also use U.S. Treasury securities and U.S. Uirgasitures and options to hedge interest rate @skociated with o
investments in Agency IOs and interest rate swapeagents as a mechanism to reduce the interesiglatef our Agency ARMs and mortge
loans held in securitization trusts.

As it relates to loans sold previously under certaan sale agreements by our discontinued mortiganging business, we may

required to repurchase some of those loans or indgitine loan purchaser for damages caused byachref the loan sale agreement. We |
a reserve of approximately $0.3 million for thesepmses.
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Liquidity — Equity Offerings

In addition to the financing arrangements describdve under the captior—Liquidity—Financing Arrangements e alsc
rely on secondary equity offerings as a sourceotti Bhort-term and lonterm liquidity. During the nine months ended SegienB0, 2012, w
closed on the following public offerings of commstock:

. On May 25, 2012, we entered into an underwritingeament relating to the offer and sale of up t®3,300 shares of @
common stock (including 412,500 shares issuablsyaunt to an oveatlotment option) at a public offering price of 66.pe
share. On May 31, 2012, we closed on the issuah8gl62,500 shares to the underwriter, resultingptal net proceeds to
of $20.0 million after deducting the underwritingebunt and offering expenses payable by us.

. On July 17, 2012, we entered into an underwritiggeament relating to the offer and sale of up 75,000 shares of ¢
common stock (including 675,000 shares that weseaisle pursuant to an ovaltetment option) at a public offering price
$6.70 per share. On July 17, 2012, we closed omssiuance of 5,175,000 shares of common stocletaniderwriter (includin
the 675,000 oveallotment option shares), resulting in total nebtgeeds of $33.1 million after deducting the undémg
discount and offering expenses payable by us.

. On August 16, 2012, we entered into an underwriiggeement relating to the offer and sale of up1t®00,000 shares of ¢
common stock (including 1,500,000 shares that wsseable pursuant to an option to purchase additisimares) at a pub
offering price of $6.73 per share. On August 211, 20ve closed on the issuance of 10,000,000 slefirgsmmon stock to tt
underwriter, resulting in total net proceeds of $6#illion after deducting the underwriting discowand offering expens
payable by us. On September 4, 2012, we closetimissuance of 1,500,000 additional shares purdoahe option grante
to the underwriters, resulting in total net proceetiapproximately $9.8 million before offering exzes payable by us.

We used substantially all of the net proceeds ftbese offerings to fund additional investments um argeted assets, includ
Agency RMBS, multi-family CMBS and for general corpte purposes.

We also may generate liquidity through the salsh&res of our common stock pursuant to an equdtyilolition agreement. (
June 11, 2012, we entered into an equity distiiiousigreement with JIMP Securities LLC as the plac¢mgent, pursuant to which we may
up to $25,000,000 of shares of our common stocknftime to time through the placement agent. Purtsioethe equity distribution agreeme
the shares may be offered and sold through theplant agent in transactions that are deemed tatlibe marketbfferings as defined in Rt
415 under the Securities Act of 1933, as amendwiljding sales made directly on The Nasdaq Capltaket or sales made to or throuc
market maker other than on an exchange or, sutmetie terms of a written notice from us, in prelgtnegotiated transactions. We hawvi
obligation to sell any of the shares under the tgqiistribution agreement and may at any time sod®licitations and offers under the eq
distribution agreement. As of September 30, 20had yet to issue any shares under the equitybdison agreement.

Management Agreements

We have investment management agreements with Bawer and Midway, pursuant to which we pay theseagars a ba:
management and incentive fee quarterly in arréges. " - Results of Operation<Comparison of the Quarter Ended September 30, 2§
Quarter Ended September 30, 20Xomparative Expenses" for more information regaydie management fees paid during the quarter
September 30, 2012. In addition, pursuant to ¢he$ of our former advisory relationship with H@& also may pay incentive compensa
to HCS with respect to those assets of our complaaywere managed by HCS at the time the advissationship with HCS concluded ('
“Incentive Tail Assets”) until such time as sucleéntive Tail Assets are disposed of by us or mature
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Dividends

On September 18, 2012, we declared a 2012 thirdeyuzash dividend of $0.27 per common share, wisithe same amount tl
was declared for the 2012 second quarter. The elididvas paid on October 25, 2012 to common stodehelof record as of September
2012. The dividend was paid out of our working talpMWe expect to continue to pay quarterly casfidénds on our common stock during
near term. However, our Board of Directors will ione to evaluate our dividend policy each quaatest will make adjustments as neces:
based on a variety of factors, including, amongpthings, the need to maintain our REIT status,fimancial condition, liquidity, earnin
projections and business prospects. Our dividefidypdoes not constitute an obligation to pay dénds.

We intend to make distributions to our stockholdergomply with the various requirements to maimtair REIT status and
minimize or avoid corporate income tax and the mohdtible excise tax. However, differences in tignlvetween the recognition of RE
taxable income and the actual receipt of cash coedgiire us to sell assets or to borrow funds oghartterm basis to meet the RE
distribution requirements and to minimize or avoaporate income tax and the nondeductible exeise t

Exposure to European financial counterparties

We finance the acquisition of a significant portiohour mortgagdsacked securities with repurchase agreements. inetior
with these financing arrangements, we pledge oaouriies as collateral to secure the borrowingse Bmount of collateral pledged v
typically exceed the amount of the financing witle extent of ovecollateralization ranging from 5% of the amountroared (in the case
Agency ARM and Agency fixed rate RMBS collaterat) up to 50% (in the case of CMBS collateral). Whiler repurchase agreem
financing results in us recording a liability teetbounterparty in our condensed consolidated balaheet, we are exposed to the counter
if during the term of the repurchase agreemenmfiimay, a lender should default on its obligatiom ave are not able to recover our plec
assets. The amount of this exposure is the difterdetween the amount loaned to us plus interestalthe counterparty and the fair valu
the collateral pledged by us to the lender (inelgdiccrued interest receivable on such collateral).

Several large European banks have experienced artthee to experience financial difficulty, somewhom have required
rescue or assistance from other large Europearsbamthe European Central Bank. Some of these Haaks U.S. banking subsidiaries wt
have provided repurchase agreement financing erdst rate swap agreements to us in connectiontiétlacquisition of various investmel
including mortgagdsacked securities investments. We have outstarrdimgrchase agreement borrowings with Credit Stkgse Boston LL(
in the amount of $90.5 million at September 30, 20idith a net exposure of $4.2 million. We have tanding repurchase agreen
borrowings with Deutsche Bank Securities in the am@f $55.7 million at September 30, 2012 withed exposure of $2.9 million. We he
outstanding repurchase agreement borrowings wittel®g Capital Inc. in the amount of $52.9 milliah September 30, 2012 with a
exposure of $3.2 million. We have outstanding iesérrate swap agreements with Barclays Bank PL& @sunterparty in the amount of $
million notional with a net exposure of $0.1 miioWe have outstanding interest rate swap agresmeéttt Credit Suisse International &
counterparty in the amount of $230.0 million notibwith a net exposure of $1.8 million. In additjcertain of our U.S. based counterpa
may have significant exposure to the financial aadnomic turmoil in Europe which could impact thieiture lending activities or cause th
to default under agreements with us. In the eveet @ more of these counterparties or their aféiBaexperience liquidity difficulties in t
future, our liquidity could be materially adverseilffected.

Inflation

For the periods presented herein, inflation has bekatively low and we believe that inflation hast had a material effect on «
results of operations. The impact of inflation snarily reflected in the increased costs of ouergpions. Virtually all our assets and liabili
are financial in nature. Our consolidated finansi@tements and corresponding notes thereto hare frepared in accordance with GA
which require the measurement of financial positima operating results in terms of historical dsllaithout considering the changes in
relative purchasing power of money over time duanflation. As a result, interest rates and ottamtdrs influence our performance far n
than inflation. Inflation affects our operationsnparily through its effect on interest rates, siimterest rates typically increase during periof
high inflation and decrease during periods of laflaeition. During periods of increasing interestesgtdemand for mortgages and a borrosver
ability to qualify for mortgage financing in a pha&se transaction may be adversely affected. Dyperipds of decreasing interest rs
borrowers may prepay their mortgages, which in tmay adversely affect our yield and subsequentgyviddue of our portfolio of mortga
assets.
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Off-Balance Sheet Arrangements

We did not maintain any relationships with uncoitaded entities or financial partnerships, sucteatsties often referred to
structured finance or special purpose entitieghdished for the purpose of facilitating dfélance sheet arrangements or other contrac
narrow or limited purposes. Further, we have natrgateed any obligations of unconsolidated entit@sdo we have any commitment or in
to provide funding to any such entities.

Item 3. Quantitative and Qualitative Dislosures about Market Risk

Market risk is the exposure to loss resulting framanges in interest rates, credit spreads andyegpidtes. All of our market ris
sensitive assets, liabilities and related deriveafiositions are for notrading purposes only. Management recognizes tlenrimg primary risk:
associated with our business and the industry iiclwdve conduct business:

. Interest rate risk
. Liquidity risk

. Prepayment risk
. Credit risk

. Fair value risk

The following analysis includes forwatdeking statements that assume that certain madeditions occur. Actual results n
differ materially from these projected results doehanges in our portfolio assets and borrowingsand due to developments in the dome
and global financial and real estate markets. Dgreents in the financial markets include the liketid of changing interest rates and
relationship of various interest rates and thejawt on our portfolio yield, cost of funds and céisiwvs. The analytical methods that we us
assess and mitigate these market risks shouldenocomsidered projections of future events or opeggterformance.

Interest Rate Risk

Interest rates are sensitive to many factors, d@ioly governmental, monetary, tax policies, domestid international econon
conditions, and political or regulatory matters teg our control. Changes in interest rates affeetvalue of the financial assets we mai
and hold in our investment portfolio and the vaeatate borrowings we use to finance our portfolioa@es in interest rates also affect
interest rate swaps and caps, Eurodollar and dtineres, TBAs and other securities or instrumengsuse to hedge our portfolio. As a re:
our net interest income is particularly affectedchgnges in interest rates.

For example, we hold RMBS, some of which may haxedf rates or interest rates that adjust on vardates that are r
synchronized to the adjustment dates on our repsechgreements. In general, therieing of our repurchase agreements occurs mauklgy
than the re-pricing of our variabieterest assets. Thus, it is likely that our flogtrate borrowings, such as our repurchase agrésnpmen
react to interest rates before our RMBS becausavtighted average next peicing dates on the related borrowings may hawetsh time
periods than that of the RMBS. In addition, thesiast rates on our Agency ARMs backed by hybrid ARivay be limited to a “periodic cap,”
or an increase of typically 1% or 2% per adjustmegriod, while our borrowings do not have compagdbhitations. Moreover, changes
interest rates can directly impact prepayment spabdreby affecting our net return on RMBS. Durdndeclining interest rate environment,
prepayment of RMBS may accelerate (as borrowersapayo refinance at a lower interest rate) causiimgamount of liabilities that have b
extended by the use of interest rate swaps toasereslative to the amount of RMBS, possibly rasglin a decline in our net return on RMI
as replacement RMBS may have a lower yield thagettiieing prepaid. Conversely, during an increaisitegest rate environment, RMBS n
prepay more slowly than expected, requiring usrtarfce a higher amount of RMBS than originally t@st and at a time when interest r
may be higher, resulting in a decline in our nétine on RMBS. Accordingly, each of these scenaci&as negatively impact our net intel
income.

We seek to manage interest rate risk in our paottoy utilizing interest rate swaps, swaptions,s;dpurodollar and other futur
options and U.S. Treasury securities with the gidabptimizing the earnings potential while seekbtegmaintain long term stable portfc
values. We continually monitor the duration of enortgage assets and have a policy to hedge thacfima of those assets such that the
duration of the assets, our borrowed funds reltdeslich assets, and related hedging instrumermdess than one year. In addition, we ut
TBASs to mitigate the risks on our long Agency RMB&sitions associated with our investments in Agdxs,
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We utilize a modebased risk analysis system to assist in projeqtiorgfolio performances over a scenario of differgmneéres
rates. The model incorporates shifts in interegtsrachanges in prepayments and other factors tngathe valuations of our financ
securities and instruments, including mortghgeked securities, repurchase agreements, intextesswaps and interest rate caps, TBAs
Eurodollar futures.

Based on the results of the model, the instantamebanges in interest rates specified below woaltthad the following effe
on net interest income for the next 12 months baseaur assets and liabilities as of Septembe2B02 (dollar amounts in thousands):

Changes in Net Interest Income

Changes in Net

Interest
Changes in Interest Rates Income
+200 $ 5,07¢
+100 $ 5,25(
-100 $ (12,449

Interest rate changes may also impact our net bahle as our financial assets and related hedgeatiges are marked-torarke
each quarter. Generally, as interest rates incrélasevalue of our mortgage assets, other than d@sieases, and conversely, as interest
decrease, the value of such investments will irs@e&he value of an 10 will likely be negativelyfeadted in a declining interest r.
environment due to the risk of increasing prepaymates because the I0&lue is wholly contingent on the underlying moggdoans havir
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 increasesliie of our interest rate swaps or other finanastruments used for hedging purposes
vice versa. However, the relationship between sjsremn securities and spreads on our hedging institsmay vary from time to tirr
resulting in a net aggregate book value increasdegline. That said, unless there is a materialaimpent in value that would result it
payment not being received on a security or loaanges in the book value of our portfolio will riitectly 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 committadn repay borrowing
fund and maintain investments, pay dividends to stockholders and other general business needstedégnize the need to have fu
available to operate our business. It is our pol@cyave adequate liquidity at all times. We planteet liquidity through normal operatic
with the goal of avoiding unplanned sales of assetamergency borrowing 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 trustgusitized debt, trust preferred securities, th@gpal and interest payments from our asset:
cash proceeds from the issuance of equity or dshirigies (as market and other conditions periig. believe our existing cash balances
cash flows from operations will be sufficient farrdiquidity requirements for at least the nextr@nths.

As it relates to our investment portfolio, derivatifinancial instruments we use to hedge intera risk subject us tonfargir
call” risk. If the value of our pledged assets decredsesto a change in interest rates, credit chaiatites; or other pricing factors, we may
required to post additional cash or asset collgteraeduce the amount we are able to “borragainst the collateral. For example, undel
interest rate swaps, typically we pay a fixed tatéhe counterparties while they pay us a floateug. If interest rates drop below the fixed
we are paying on an interest rate swap, we magdpginred to post cash margin.
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Prepayment Risk

When borrowers repay the principal on their residdémortgage loans before maturity or faster their scheduled amortizatic
the effect is to shorten the period over whichnesé is earned, and therefore, reduce the yielddsidential mortgage assets purchasec
premium to their then current balance, as withrttegority of our assets. Conversely, residential tyqege assets purchased for less than
then current balance exhibit higher yields dueastdr prepayments. Furthermore, prepayment speegeding or lower than our mode
prepayment speeds impact the effectiveness of adgds we have in place to mitigate financing anf#iorvalue risk. Generally, when mar
interest rates decline, borrowers have a tendeacsefinance their mortgages, thereby increasingpgments. The impact of increas
prepayment rates, whether as a result of decliimitegest rates, government intervention in the geaye markets or otherwise, is particul
acute with respect to our Agency 10s. Because #ieevof an 10 security is wholly contingent on thaderlying mortgage loans having
outstanding principal balance, an unexpected iiseréa prepayment rates on the pool of mortgagesloaderlying the 10s could significar
negatively impact the performance of our Agency.lOs

Our modeled prepayments will help determine the wamh@f hedging we use to ofet changes in interest rates. If ac
prepayment rates are higher than modeled, the yiglde less than modeled in cases where we paicemium for the particular residen
mortgage asset. Conversely, when we have paidnaiymg if actual prepayment rates experienced awwesl than modeled, we would amor
the premium over a longer time period, resulting imigher yield to maturity.

In an environment of increasing prepayment spebdstiming difference between the actual cash ptadi principal paydowr
and the announcement of the principal paydown reaylt in additional margin requirements from opuehase agreement counterparties.

We mitigate prepayment risk by constantly evaluptur residential mortgage assets relative to ympat speeds observed
assets with a similar structure, quality and charistics. Furthermore, we stretest the portfolio as to prepayment speeds andeistteate ris
in order to further develop or make modificationsour hedge balances. Historically, we have nogkddl00% of our liability costs due
prepayment risk.

Credit Risk

Credit risk is the risk that we will not fully cektt the principal we have invested in mortgage $oamnother assets, such as nor

Agency RMBS, CMBS, and CLOs, due to borrower defauDur portfolio of residential mortgage loansdhel securitization trusts as
September 30, 2012 consisted of approximately $18#llion of securitized first liens originated #005 and earlier. The securitized first li
were principally originated in 2005 by one of owbsidiaries prior to our exit from the mortgagedigry business. These are predomin:
high-quality loans with an average loan-to-valueT(/”) ratio at origination of approximately 70.5%, andeieage borrower FICO score
approximately 728. In addition, approximately 65.d%these loans were originated with full incomel asset verification. While we feel t
the quality of our origination and underwriting thiese loans will help to mitigate the risk of sfigant borrower default on these loans,
cannot assure you that all borrowers will contitmeatisfy their payment obligations under thesenoand thereby avoid default.

As of September 30, 2012, the Company owns $90IBmof first loss CMBS comprised of POs that &@ecked by commerci
mortgage loans on multamily properties at a weighted average amortizethpase price of approximately 26.6% of current pée overa
return of these securities will be dependent onpisormance of the underlying loans and accorginglanagement has taken an approf
credit reserve when determining the amount of distto accrete into income over time. In additioe, owned approximately $2.5 million
non-Agency RMBS senior securities. The nogency RMBS has a weighted average amortized peecipaice of approximately 83.9%
current par value. Management believes the purcpase discount coupled with the credit supporthwitthe bond structure protects us fi
principal loss under most stress scenarios foretimmAgency RMBS. As of September 30, 2012, we own ayiprately $29.6 million c
notes issued by a CLO at a discounted purchase egaal to 35.3% of par. The securities are babkeal portfolio of middle market corpor:
loans.
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Fair Value Risk

Changes in interest rates also expose us to maaket (fair value) fluctuation on our assets, liéiles and hedges. While the {
value of the majority of our assets that are meaabon a recurring basis are determined using L2¥air values, we own certain assets, sut
our CMBS, for which fair values may not be readilailable if there are no active trading marketstfie instruments. In such cases, fair ve
would only be derived or estimated for these inwestts using various valuation techniques, suchoagpating the present value of estim:
future cash flows using discount rates commensusdtte the risks involved. However, the determinatiof estimated future cash flows
inherently subjective and imprecise. Minor chanigeassumptions or estimation methodologies can laaneterial effect on these derivec
estimated fair values. Our fair value estimatesasslimptions are indicative of the interest ratérenments as of September 30, 2012, ar
not take into consideration the effects of subsetjimerest rate fluctuations.

We note that the values of our investments in @ive instruments, primarily interest rate hedge®or debt, will be sensitive
changes in market interest rates, interest ratasisr credit spreads and other market factorsva@he of these investments can vary anc
varied materially from period to period.

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

Fair value estimates are made as of a specifid fioitime based on estimates using present valushar valuation technique
These techniques involve uncertainties and areifgigntly affected by the assumptions used and jtrdgments made regarding t
characteristics of various financial instrumentscdunt rates, estimate of future cash flows, fiexpected loss experience and other factors.

Changes in assumptions could significantly affeese estimates and the resulting fair values. Bérair value estimates can
be substantiated by comparison to independent nsagkel, in many cases, could not be realized imamediate sale of the instrument. Al
because of differences in methodologies and assomspised to estimate fair values, the fair valusesd by us should not be compared to t
of other companies.

The fair values of the Company's RMBS and CLOsgarerally based on market prices provided by dealo make markets
these financial instruments. If the fair value cfegturity is not reasonably available from a deaf@nagement estimates the fair value bas
characteristics of the security that the Compangives from the issuer and on available marketimétion.

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

The fair value of our CMBS is based on managersesgtimates using pricing models and inputs fromecti market conditior
including recent transactions. Our CMBS investme&rege acquired in private transactions and areaotively traded in the secondary mark
However similar assets are issued on a periodiis lthat allows management to assess current madkelitions when formulating a mou
evaluation.

The table below presents the sensitivity of the ketawvalue and net duration changes of our portladi@f September :
2012, using a discounted cash flow simulation m@$sluming an instantaneous interest rate shiftliégipn of this method results in
estimation of the fair market value change of @gess, liabilities and hedging instruments perddfls point (“bp”) shift in interest rates.

The use of hedging instruments is a critical pardbwr interest rate risk management strategies,thadffects of these hedg
instruments on the market value of the portfolie egflected in the model's output. This analysso ahkes into consideration the valui
options embedded in our mortgage assets includingtraints on the rpricing of the interest rate of assets resultimgrfiperiodic and lifetim
cap features, as well as prepayment options. Assetdiabilities that are not interest ransitive such as cash, payment receivables, g
expenses, payables and accrued expenses are ekclude
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Changes in assumptions including, but not limidvblatility, mortgage and financing spreads, psapent behavior, defaults,
well as the timing and level of interest rate ctesgill 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 $ (7,571 2.20 years
+100 $ (397 1.12 years
Base — 0.41 years
-100 $ (8,457 (0.48) years

It should be noted that the model is used as attoalentify potential risk in a changing intereate environment but does
include any changes in portfolio composition, fio@g strategies, market spreads or changes in lbveaieket 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 limitedhanges in investment and financing strategiesngés in market spreads and chang
business volumes. Accordingly, we make extensieeafi@n earnings simulation model to further analgar level of interest rate risk.

There are a number of key assumptions in our egsngimulation model. These key assumptions inckltEnges in mark
conditions that affect interest rates, the pricofgARM products, the availability of investment atss and the availability and the cos
financing for portfolio assets. Other key assummpgionade in using the simulation model include pyapat speeds and managem
investment, financing and hedging strategies, dmedissuance of new equity. We typically run the udation model under a variety
hypothetical business scenarios that may includterdnt interest rate scenarios, different investmstrategies, different prepaym
possibilities and other scenarios that provide ith & range of possible earnings outcomes in omlerssess potential interest rate risk.
assumptions used represent our estimate of thly Bffect of changes in interest rates and do eoessarily reflect actual results. The earr
simulation model takes into account periodic afetitne caps embedded in our assets in determihmgarnings at risk.

ltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedured/e maintain disclosure controls and proceduresala designed to ens
that information required to be disclosed in thporés that we file or submit under the Securitie€lange Act of 1934, as amendec
recorded, processed, summarized and reported vitibitime periods specified in the rules and foaohthe SEC, and that such informatio
accumulated and communicated to our managememgpaie@iate to allow timely decisions regarding riegd disclosures. An evaluation v
performed under the supervision and with the pigditon of our management, including our Chief Bxae Officer and Chief Financi
Officer, of the effectiveness of our disclosure tcols and procedures (as defined in Rules 13a-1&(e€) 15di5(e) under the Securit
Exchange Act of 1934, as amended) as of Septenthe2(@ 2. Based upon that evaluation, our Chief Htee Officer and Chief Financi
Officer concluded that our disclosure controls anacedures were effective as of September 30, 2012.

Changes in Internal Control Over Financial Repogiffhere have been no changes in our internal coote financial reportin

during the quarter ended September 30, 2012 that imaterially affected, or are reasonably likelyrtaterially affect, our internal control o
financial reporting.
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PART Il. OTHER INFORMATION
Item 1A. Risk Factors

We previously disclosed risk factors under "ltem Rdsk Factors" in our Annual Report on Form KOfor the year ende
December 31, 2011 and in our Quarterly Reports om#1(-Q for the quarters ended March 31, 2012 and June28@2. In addition to tho:
risk factors and the other information includedest$ere in this report, you should also carefullysider the risk factor discussed below.
risks described below and in our Annual Report omnf-10-K for the year ended December 31, 2011 aralii Quarterly Reports on Form 10-
Q for the quarters ended March 31, 2012 and June28Q2 are not the only risks facing our compangdifional risks and uncertainties r
currently known to us or that we deem to be imnigtefso may materially adversely affect our bussefinancial condition and/or results
operations.

Failure to obtain and maintain an exemption from being regulated as a commodity pool operator could subject us and our directors and
officers to additional regulation and compliance requirements and may result in fines, penalties and other actions or proceedings which
could materially adversely affect our business and financial condition.

The Dodd-Frank Wall Street Reform and Consumereetmin Act of 2010, or the Dod@rank Act, provided the U.S. Commoc
Futures Trading Commission, or CFTC, with jurisiiotover derivative contracts commonly referreésd'swaps.’As part of the amendmel
to the Dodd-Frank Ac§ amendments to the Commodity Exchange Act, angstmvent fund that trades in swaps may be consida
“commodity pool,” which would cause its “operator@ some cases the fund’s directors), to be raégdlas “commodity pool operatorgf
CPOs. Under these amended statutory provisionk,which compliance is required by December 31, 20t 2hose funds that are commo
pools solely because of their use of swaps, CPGst mgister with the CFTC and the National Futukssociation, or NFA. Registration a
CPO requires, among other things, compliance wii €FTC’s regulations and the NFAtrules with respect to disclosure, repor
recordkeeping and business conduct.

We do not currently engage in any speculative @¢ries activities or other ndmedging transactions using swaps, future
options on futures. We do not use these instrunfenthie purpose of trading in commodity interestsl we do not consider our company c
operations to be a commodity pool as to which CEB@istration or compliance is required. Nonetheless have submitted a rewstion lette
request to the staff of the CFTC seeking reliefdor directors and officers from CPO registrationd @ompliance. Consequently, at this ti
our directors and officers do not intend to registe CPOs with the NFA. However, there can be sarasice that the CFTC staff will prov
the relief requested from these new rules priddeéasember 31, 2012, or at all.

The CFTC may suspend or revoke the registratioa pérson who fails to comply with commodities lawsdes and regulatior
prohibit such a person from trading or doing busineith registered entities, impose civil moneygites, require restitution and seek fine
imprisonment for criminal violations. In additiom, the event that we are viewed to be a commoditl,pve may be obligated to provide
with additional disclosures regarding our hedgingtriuments. Further, a private right or action tsxésyainst those who violate the laws
which CFTC has jurisdiction. In the event that we giewed to be a commodity pool and we fail toeree noaction relief from the CFTC ¢
this matter and our directors and officers faittomply with the regulatory requirements of these s&tutory provisions, we may be subjet
significant fines, penalties and other civil or gavmental actions or proceedings, any of whichaddwlve a materially adverse effect on
business, financial condition and results of openst

Item 6. Exhibits

The information set forth under “Exhibit Index” &l is incorporated herein by reference.

68




SIGNATURES

Pursuant to the requirements of the Secuiiifiehange Act of 1934, the registrant has duly calsis report to be signed on
behalf by the undersigned thereunto duly authorized

NEW YORK MORTGAGE TRUST, INC

Date: November 9, 2012 By: /s/ Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: November 9, 2012 By: /s/ Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)
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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)

4.4(a)

Articles of Amendment and Restatement of New Yorbrtgage Trust, Inc. (Incorporated by reference xhilit 3.1
to the Company’s Registration Statement on Forthl Ss filed with the Securities and Exchange Corsioi
(Registration No. 333-111668), effective June ZB)4).

Articles of Amendment of the Registrant (Incorpethby reference to Exhibit 3.1 to the Compan@urrent Repa
on Form 8-K filed on October 4, 2007 (File No. (82216)).

Articles of Amendment of the Registrant (Incorpethby reference to Exhibit 3.2 to the Compan@urrent Repa
on Form 8-K filed on October 4, 2007 (File No. (B2216)).

Articles of Amendment of the Registrant (Incorperhtoy reference to Exhibit 3.1(d) to the Compangurren
Report on Form 8-K filed on May 16, 2008 (File N@.1-32216)).

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 (File NG1-32216)).

Articles of Amendment of the Registrant (Incorperhby reference to Exhibit 3.1(f) to the Compan@urrent Repa
on Form 8-K filed on June 15, 2009 (File No. 00138@)).

Certificate of Notice, dated May 4, 2012 (Incorgechby reference to Exhibit 3.1(g) to the Compan@uarterl
Report on Form 10-Q filed on May 4, 2012 (File 1961-32216)).

Bylaws of New York Mortgage Trust, Inc., as amendetorporated by reference to Exhibit 3.2 to thampanys
Annual Report on Form 10-K filed on March 4, 20Fil€ No. 001-32216)).

Form of Common Stock Certificate. (Incorporated f@ference to Exhibit 4.1 to the CompasmyRegistratio
Statement on Form S-11 as filed with the Securitied Exchange Commission (Registration No. 3B3668)
effective June 23, 2004).

Junior Subordinated Indenture between The New Ydidtgage Company, LLC and JPMorgan Chase E
National Association, as trustee, dated Septemp2005. (Incorporated by reference to Exhibit 4.the Compar’s
Current Report on Form 8-K as filed with the Setbesiand Exchange Commission on September 6, 2005).

Parent Guarantee Agreement between New York Mogtgaégust, Inc. and JPMorgan Chase Bank, Nat
Association, as guarantee trustee, dated Septerfibe2005. (Incorporated by reference to Exhibit11@ the
Company'’s Current Report on FornK8as filed with the Securities and Exchange Comimisen September 6, 20
(File No. 001-32216))

Junior Subordinated Indenture between The New YMdiktgage Company, LLC and JPMorgan Chase E
National Association, as trustee, dated March 0852 (Incorporated by reference to Exhibit 4.3@)he Company
Quarterly Report on Form 10-Q filed on August 912@File No. 001-32216))

Parent Guarantee Agreement between New York Mogtgaégust, Inc. and JPMorgan Chase Bank, Nat
Association, as guarantee trustee, dated MarcBA(g. (Incorporated by reference to Exhibit 4.3¢bdhe Company
Quarterly Report on Form 10-Q filed on August 912@File No. 001-32216))

Certain instruments defining the rights of holdefdongterm debt securities of the Registrant and its &lidises are
omitted pursuant to Item 601(b)(4)(iii) of RegutetiSK. The Registrant hereby undertakes to furnistht SEC
upon request, copies of any such instruments.

Articles Supplementary Establishing and Fixing fRights and Preferences of Series A Cumulative Rudbk

Convertible Preferred Stock of the Company (Ipooated by reference to Exhibit 4.1 to the Comparurrer
Report on Form 8-K filed on January 25, 2008 (Nte 001-32216)).
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4.4(b)

4.4(c)

10.1

10.2

311
31.2
32.1

101.INS

101.SCH
101.CAL
101.DEF
101.LAB
101.PRE

*

*%

*kk

Form of Series A Cumulative Redeemable Convertreferred Stock Certificate (Incorporated by rafeee tc
Exhibit 4.2 to the Company’s Current Report on F& filed on January 25, 2008 (File No. 001-322316)

Articles Supplementary Reclassifying Series A Cuative Redeemable Convertible Preferred Stock afeiPee
Stock (Incorporated by reference to Exhibit 99.1h® Company’s Current Report on FornkK8iled on February :
2012 (File No. 001-32216)).

Underwriting Agreement, dated as of May 25, 201&ween New York Mortgage Trust, Inc. and Laden
Thalmann & Co., Inc. (Incorporated by referencéidnibit 1.1 to the Company’s Current Report on F@4 filed
on July 17, 2012 (File No. 001-32216)).

Underwriting Agreement, dated August 16, 2012, gt between New York Mortgage Trust, Inc. and DewdBank
Securities Inc. (Incorporated by reference to EixHild to the Company’s Current Report on Form 8sKfiled
August 21, 2012 (File No. 001-32216)).

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

XBRL Instance Document **

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docuntrig*
XBRL Taxonomy Extension Definition Linkbase Docurh&tf
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Doenii**
Filed herewith.

Furnished herewith. Such certification shalltriie deemed “filedfor the purposes of Section 18 of the SecuritieshBrge Act ¢
1934, as amended.

Pursuant to applicable securities laws and regulafithe Company is deemed to have complied wéhehporting obligation relatir
to the submission of interactive data files in seghibits and is not subject to liability under aaytifraud provisions of the fede
securities laws as long as the Company has madma fgith attempt to comply with the submissionuiegments and promp!
amends the interactive data files after becomingirawthat the interactive data files fails to complth the submissic
requirements. Users of this data are advised phasuant to Rule 406T, these interactive data filee deemed not filed or part ¢
registration statement or prospectus for purpo$aegaions 11 or 12 of the Securities Act of 1988 amended, or Section 18 of
Securities Exchange Act of 1934, as amended, dratwise are not subject to liability under thosetisas.
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Exhibit 31.1

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

I, Steven R. Mumma, certify that:

1. | have reviewed this quarterly report on FormQ@or the quarter ended September 30, 2012 of Nevk ¥ortgag:
Trust, Inc.;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or dmstate a materi
fact necessary to make the statements made, indfghe circumstances under which such statemeete 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, ssof operations and cash flows of the registibf, and for, the periods presented in
report;

4. The registran$ other certifying officer and | are responsible éstablishing and maintaining disclosure conteols
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designeduch disclosure controls and procedures, or causaudisclosure controls and procedures to be wedignder ot
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhtsubsidiaries,
made known to us by others within those entitiestigularly during the period in which this rep@tbeing prepared,;

(b) Designed such internal control over financial réipar, or caused such internal control over finaheorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodimand the preparation
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimeiport our conclusiol
about the effectiveness of the disclosure contrals procedures, as of the end of the period coveyetis report based
such evaluation; and

(d) Disclosed in this report any change in the regmainternal control over financial reporting thatcurred during tf
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materia
affected, or is reasonably likely to materiallyeatf, the registrant's internal control over finahceporting; and

5. The registrans other certifying officer and | have disclosedsdxon our most recent evaluation of internal @mvel
financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardifctors (or persons performing the equive
functions):

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

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

November 9, 201
/s/ Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.Z

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

I, Fredric S. Starker, certify that:

1. | have reviewed this quarterly report on FormQ@or the quarter ended September 30, 2012 of Nevk ¥ortgag:
Trust, Inc.;

2. Based on my knowledge, this report does notatorany untrue statement of a material fact or dmstate a materi
fact necessary to make the statements made, indfghe circumstances under which such statemeete 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, ssof operations and cash flows of the registibf, and for, the periods presented in
report;

4. The registran$ other certifying officer and | are responsible éstablishing and maintaining disclosure conteols
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

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

(b) Designed such internal control over financial réipar, or caused such internal control over finaheorting to be design
under our supervision, to provide reasonable assareegarding the reliability of financial repodimand the preparation
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimeiport our conclusiol
about the effectiveness of the disclosure contrals procedures, as of the end of the period coveyetis report based
such evaluation; and

(d) Disclosed in this report any change in the regmainternal control over financial reporting thatcurred during tf
registrant's most recent fiscal quarter (the regiss fourth fiscal quarter in the case of an ahneport) that has materia
affected, or is reasonably likely to materiallyeatf, the registrant's internal control over finahceporting; and

5. The registrans other certifying officer and | have disclosedsdxon our most recent evaluation of internal @mvel
financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardifctors (or persons performing the equive
functions):

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

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

November 9, 201
/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 Yddlortgage Trust, Inc., (the “Company”) on Form QCfor the quarter ended Septembel
2012, as filed with the Securities and Exchange @@sion on the date hereof (the “Reportf)e undersigned hereby certifies, pursuant 1
U.S.C. 8§ 1350, as adopted pursuant to section B &Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities Ex@eAct of 1934; and

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

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyall be retained by the Company
furnished to the Securities and Exchange Commigsidts staff upon request.

November 9, 201
/s/ Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

November 9, 201
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




