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

CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands)

June 30, December 31,
2013 2012
ASSETS (unaudited)
Investment securities available for sale, at falue (including pledged securities of $908,144 and
$954,656, respectively) $ 972,74 $ 1,034,71
Investment securities available for sale, at faiue held in securitization trusts 82,62¢ 71,15¢
Residential mortgage loans held in securitizatiasts (net) 177,18( 187,22¢
Distressed residential mortgage loans held in #&ation trust (net) 58,21: 60,45¢
Distressed residential mortgage loans 131,68: -
Multi-family loans held in securitization trustg,fair value 6,760,39! 5,442,901
Derivative assets 245,53! 246,12¢
Cash and cash equivalents 53,267 31,777
Receivables and other assets 80,88¢ 86,03:
Total Assets®) $ 8,562,521 $ 7,160,40.
LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 855,15! $ 889,13
Financing arrangements, distressed residentialgaget loans 40,00( -
Residential collateralized debt obligations 171,04 180,97¢
Multi-family collateralized debt obligations, atifaalue 6,574,00: 5,319,57:
Securitized debt 117,76( 117,59:
Derivative liabilities 1,86( 5,542
Payable for securities purchased 238,44( 245,93:
Accrued expenses and other liabilities (includidd&and $211 to related parties, respectively) 45,93¢ 34,64"
Subordinated debentures 45,00( 45,00(
Total liabilities () 8,089,19 6,838,39!
Commitments and Contingencies
Stockholders' Equity:
Preferred stock, $0.01 par value, 7.75% SeriesrButative redeemable, $25 liquidation preference p

share, 3,450,000 shares authorized, 3,000,000 ahdr@s issued and outstanding as of June 30, 2

and December 31, 2012, respectively 72,391 -
Common stock, $0.01 par value, 400,000,000 shatbeized, 63,754,730 and 49,575,331 shares is

and outstanding as of June 30, 2013 and Decenih@032, respectively 63€ 49¢€
Additional paid-in capital 421,93 355,00¢
Accumulated other comprehensive income 2,657 18,08¢
Accumulated deficit (24,307) (51,58
Total stockholders' equity 473,32¢ 322,00¢
Total Liabilities and Stockholders' Equity $ 8,562,521 $ 7,160,40:

(1) Our condensed consolidated balance sheetdimessets and liabilities of consolidated variattierest entities ("VIEs") as the Company is the
primary beneficiary of these VIEs. As of June 3012 and December 31, 2012, assets of consoliddtes tdtaled $7,111,674 and $5,786,569,
respectively, and the liabilities of consolidatelEY totaled $6,887,415 and $5,636,650, respecti@sde Note 7 for further discussion.

See notes to condensed consolidated financiahstates.






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

(unaudited)
For the Three Months For the Six Months
Ended June 30, Ended June 30,
2013 2012 2013 2012
INTEREST INCOME:
Investment securities and other $ 10,62: $ 479¢ % 21,77¢  $ 10,38t
Multi-family loans held in securitization trusts 54,48¢ 18,80: 99,80: 31,00«
Residential mortgage loans held in securitizatiosts 1,22¢ 1,42¢ 2,53t 2,772
Distressed residential mortgage loans 2,55( - 3,98¢ -
Total interest income 68,88/ 25,03: 128,10( 44,15¢
INTEREST EXPENSE:
Investment securities and other 1,81¢ 50C 3,447 952
Multi-family collateralized debt obligations 50,24¢ 17,54: 91,90¢ 29,11¢
Residential collateralized debt obligations 27¢ 332 57€ 691
Securitized debt 2,10¢ 277 4,19¢ 277
Subordinated debentures 46€ 50C 93¢ 99¢
Total interest expense 54,917 19,15( 101,06: 32,03¢
NET INTEREST INCOME 13,967 5,881 27,03¢ 12,12¢
OTHER INCOME (EXPENSE):
Provision for loan losses (3849 (59) (667) (289
Realized (loss) gain on investment securities atated hedges, net (8,490 (443 (11,657 62€
Realized gain on distressed residential mortgagesio 43E - 571 -
Unrealized gain (loss) on investment securitiesratated hedges, net 2,057 171 451% (702
Unrealized gain on multi-family loans and debt hieldecuritization trusts,
net 8,981 2,20t 16,03: 4,22¢
Other income (including $41, $0, $60 and $0 frofatesl parties,
respectively) 167 35¢ 347 738
Total other income 2,76¢ 2,238 9,14< 4,597
Management fees (including $654, $177, $1,321 &% $o related partie:
respectively) 1,68 1,18( 3,24z 2,21¢
Expenses on distressed residential mortgage loans 1,117 - 1,56¢€ -
Other general and administrative expenses (incudirt62, $156, $369 ani
$316 to related parties, respectively) 1,84( 1,47¢ 3,771 3,161
Total general, administrative and other expenses 4,644 2,65¢ 8,57¢ 5,37¢
INCOME FROM OPERATIONS BEFORE INCOME TAXES 12,08¢ 5,45¢ 27,60z 11,34¢
Income tax expense 18¢ 467 32C 467
NET INCOME 11,90( 4,98¢ 27,28: 10,87¢
Net (loss) income attributable to noncontrollingenest - (148 - (97
Preferred stock dividends (662) - (662) -
NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢ $ 11,23t $ 5137 $ 26,62 $ 10,97¢
Basic income per common share $ 0.1¢ $ 034 $ 04¢ $ 0.7t
Diluted income per common share $ 0.1¢ % 034 $ 04¢ % 0.7t
Dividends declared per common share $ 027 $ 027 $ 054 $ 0.52
Weighted average shares outstanding-basic 58,95¢ 15,26: 54,31: 14,63(
Weighted average shares outstanding-diluted 58,95¢ 15,26: 54,31: 14,63(




See notes to condensed consolidated financiahséaes.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

(Dollar amounts in thousands)

(unaudited)
For the Three Months For the Six Months
Ended June 30, Ended June 30,
2013 2012 2013 2012
NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢ $ 11,23t $ 5137 $ 26,62 $ 10,97¢
OTHER COMPREHENSIVE (LOSS) INCOME
(Decrease) increase in net unrealized gain onableaifor sale securities (20,527 24C (20,329 4,45¢
Increase in fair value of derivative instrumentitizgd for cash flow hedge 4,21¢ 62 4,89¢ 178
OTHER COMPREHENSIVE (LOSS) INCOME (16,307 302 (15,43) 4,62
COMPREHENSIVE (LOSS) INCOME ATTRIBUTABLE TO COMMON
STOCKHOLDERS $ (5,069 $ 543¢ $ 11,19C $ 15,60:

See notes to condensed consolidated financiahsses.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS' E QUITY
(Dollar amounts in thousands)

(unaudited)
Accumulated
Additional Other
Preferred Common Paid-In Accumulated Comprehensive
Stock Stock Capital Deficit Income Total
Balance, December 31, 2012 $ - % 49 $ 355,00t $ (51,589 $ 18,08¢ $ 322,00t
Net income - - - 27,28: - 27,28:
Common stock issuance, net - 142 98,29¢ - - 98,44(
Preferred stock issuance, net 72,397 - - - - 72,397
Dividends declared on common stocl - - (30,709 - = (30,70
Dividends declared on preferred stoc - - (662) - - (662)
Decrease in net unrealized gain on
available for sale securities - - - - (20,329 (20,329
Increase in fair value of derivative
instruments utilized for cash flow
hedges - - - - 4,89¢ 4,89¢
Balance, June 30, 2013 $ 72,397 $ 63t $ 42193 $ (24,30) $ 2,651 $ 473,32¢

See notes to condensed consolidated financiahstaes.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollar amounts in thousands)

Cash Flows from Operating Activities:
Net income

(unaudited)

Adjustments to reconcile net income to net caskigeal by operating activities:

Net amortization

Realized loss (gain) on investment securities atated hedges, net

Realized gain on distressed residential mortgagesio

Unrealized (gain) loss on investment securitiesrafated hedges, net
Unrealized gain on loans and debt held in multiifamecuritization trusts

Net decrease in loans held for sale

Provision for loan losses

Income from investment in limited partnership

Interest distributions from investment in limitedrmership

Amortization of stock based compensation, net

Changes in operating assets and liabilities:
Receivables and other assets
Accrued expenses and other liabilities

Net cash provided by operating activit

Cash Flows from Investing Activities:
Restricted cash
Proceeds from sales of investment securities
Purchases of investment securities
Proceeds from mortgage loans held for investment
Proceeds from investment in limited partnership
Purchases of other assets

Net (payments) receipts on other derivative instrats settled during the period
Principal repayments received on residential mgedaans held in securitization trusts
Principal repayments received on distressed reaenortgage loans

Principal repayments received on multi-family lodwedd in securitization trusts

Principal paydowns on investment securities - abéd for sale
Purchases of distressed residential mortgage loans
Purchases of loans held in multi-family securii@atrusts

Net cash used in investing activiti

Cash Flows from Financing Activities:
Proceeds from financing arrangements, net
Common stock issuance
Preferred stock issuance
Costs associated with common stock and preferoexk $$sued
Dividends paid on common stock
Payments made on residential collateralized deliyatinns
Payments made on multi-family collateralized ddidigations
Capital distributed to noncontrolling interest
(Payments made on) proceeds from securitized debt
Net cash provided by financing activiti
Net Increase (Decrease) in Cash and Cash Equivalent
Cash and Cash Equivalents - Beginning of Period
Cash and Cash Equivalents - End of Period

Supplemental Disclosures:
Cash paid for interest
Cash paid for income taxes

Non-Cash Investment Activities:

Purchase of investment securities not yet settled
Consolidation of multi-family loans held in secigdtion trusts
Consolidation of multi-family collateralized delbliations

For the Six Months Ended

June 30,
2013 2012

$ 27,28: $ 10,87¢
8,59¢ 4,52¢

11,65: (62€)

(577) -

(4,519 701

(16,037 (4,22¢)

334 951

667 28¢
- (728)

- 181

51€ 44¢
(6,577) (20,49)

6,80 11,20:

28,16. 13,10«
15,18« (14,15

1,25¢ 1,201
(60,49 (17,379

18 3,31¢

13€ 7,71¢

(2,997 -

(8,437) 3,831

9,742 9,15¢

1,89¢ -

29,87: 8,411

70,29: 12,56:

(132,379 -
(41,234 (80,959
(116,147 (66,270

6,01¢ 26,197

98,17: 20,18¢

72,637 -
(490 (293)
(26,874 (8,422)
(9,975 (9,16%)
(29,867) (8,417
- (932

(153%) 26,04

109,47: 45,20
21,49( (7,965

31,77% 16,58¢

$ 53,267 $ 8,621
$ 118,16¢ $ 27,47¢
$ 39C % 337
$ 238,44( $ 273,98
$ 1,700,86! $ 3,808,55!
$ 1,659,631 $ 3,727,74.




Non-Cash Financing Activities:
Dividends declared on common stock to be paid bssguent period $ 17,21 $ 4,69(
Dividends declared on preferred stock to be pa&linsequent period $ 66z $ =

See notes to condensed consolidated financiahséses.
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NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2013

(unaudited)
1. Organization

New York Mortgage Trust, Inc., together with itsxsolidated subsidiaries (“NYMT,” the “Company,” “Weéour” and “us”), is a real esta
investment trust, or REIT, in the business of adngj investing in, financing and managing primanmhortgagerelated assets and, to a lesser e»
financial assets. Our objective is to manage af@mtof investments that will deliver stable dibutions to our stockholders over diverse econi
conditions. We intend to achieve this objectivetiyzh a combination of net interest margin and ealized capital gains from our investment portfs
Our portfolio includes investments in mortgagetedaand financial assets, including Agency RMBjsisting of fixed-rate, adjustabtate an
hybrid adjustableate RMBS, Agency IOs, consisting of interest oahd inverse interest only RMBS that represent it to the interest compont
of the cash flow from a pool of mortgage loans, tirfaimily CMBS and residential mortgage loans, udihg loans sourced from distressed markets.

The Company conducts its business through the pamnpany, NYMT, and several subsidiaries, inclgdgpecial purpose subsidial
established for residential loan and CMBS secuatitimn purposes, taxable REIT subsidiaries ("TR&s) qualified REIT subsidiaries ("QRSs").
Company consolidates all of its subsidiaries umggrerally accepted accounting principles in thetééhBStates of America (“GAAP”).

The Company is organized and conducts its opemtiorqualify as a REIT for federal income tax puwg®m As such, the Company
generally not be subject to federal income taxhat portion of its income that is distributed tockholders if it distributes at least 90% of itsIR
taxable income to its stockholders by the due daits federal income tax return and complies wighious other requirements.

2. Summary of Significant Accountingolicies

Definitions — The following defines certain of the commonly diserms in these financial statements: “RMBi@fers to residenti
adjustable-rate, hybrid adjustable-rate, fixed;rat¢erest only and inverse interest only and ppakonly mortgage-backed securitieidency
RMBS” refers to RMBS representing interests in or obiayet backed by pools of mortgage loans issued aragueed by a federally charte
corporation (“GSE”), such as the Federal Nationartgage Association (“Fannie Mae”) or the Federahté Loan Mortgage CorporationFfeddie
Mac”), or an agency of the U.S. government, sucthasGovernment National Mortgage Association (‘f@&énMae”); “non-Agency RMBS'refers t
RMBS backed by prime jumbo and Alternative A-pa@i@it-A”) mortgage loans; “Agency |O'tefers to an 10 that represents the right to theras
component of the cash flow from a pool of residdntiortgage loans issued or guaranteed by a GS#f) agency of the U.S. government; “l@sfers
collectively to interest only and inverse interesty mortgagebacked securities that represent the right tortterést component of the cash flow fi
a pool of mortgage loans; “POs” refers to mortghgeked securities that represent the right to theipal component of the cash flow from a poc
mortgage loans; “ARMs” refers to adjustable-ratsidential mortgage loans “multi-family CMBS” refets commercial mortgageacked securiti
backed by commercial mortgage loans on nfaltiily properties, as well as IO or PO securitiest represent the right to a specific componerthe
cash flow from a pool of commercial mortgage loarg] “CLO” refers to collateralized loan obligation

Basis of Presentatior The accompanying condensed consolidated balanet aheof December 31, 2012 has been derived fratitea
financial statements. The accompanying condenseotidated balance sheet as of June 30, 2013ad¢bempanying condensed consolid.
statements of operations for the three and six hsoeinded June 30, 2013 and 2012, the accompangimdensed consolidated statement
comprehensive (loss) income for the three and sixnths ended June 30, 2013 and 2012, the accompaogimdensed consolidated statemel
stockholdersequity for the six months ended June 30, 2013 heditcompanying condensed consolidated statemiecdsto flows for the six mont
ended June 30, 2013 and 2012 are unaudited. lopnion, all adjustments (which include only notmecurring adjustments) necessary to pre
fairly the Companys financial position, results of operations andhciiews have been made. Certain information aradnfote disclosures norma
included in financial statements prepared in acaocd with GAAP have been condensed or omitted dordance with Article 10 of Regulation>s-
and the instructions to Form 1D- These condensed consolidated financial stateststrould be read in conjunction with the auditedsolidate
financial statements and notes thereto includemlimAnnual Report on Form 10-for the year ended December 31, 2012, as filat thie Securitie
and Exchange Commission (“SEC"yhe results of operations for the three and six troended June 30, 2013 are not necessarily indicat the
operating results for the full year.




The accompanying condensed consolidated finantiéérments have been prepared on the accrual Haatzounting in accordance w
GAAP. The preparation of financial statements imfoamity with GAAP requires management to makeneates and assumptions that affect
reported amounts of assets and liabilities andlaisce of contingent assets and liabilities at diage of the financial statements and the rep
amounts of revenues and expenses during the negquéiriod. Actual results could differ from thostimates.

Reclassifications- Certain prior period amounts have been reclassifigtie accompanying condensed consolidated fiaastatements
conform to current period presentation.

Principles of Consolidation and Variable InteresitEies— The accompanying condensed consolidated finanzitdraents of the Compa
include the accounts of all its subsidiaries whégle majority-owned, controlled by the Company ovagiable interest entity (“VIE")where thi
Company is the primary beneficiary. All signifi¢antercompany accounts and transactions have é@amated in consolidation.

A VIE is an entity that lacks one or more of thetteristics of a voting interest entity. A VI& defined as an entity in which eqt
investors do not have the characteristics of arotimg financial interest or do not have sufficiegguity at risk for the entity to finance its adties
without additional subordinated financial suppeodnfi other parties. The Company consolidates awtEn it is the primary beneficiary of such Vv
As primary beneficiary, it has both the power teedi the activities that most significantly impaoeé economic performance of the VIE and a rig
receive benefits or absorb losses of the entity ¢bald be potentially significant to the VIE. Tl®mpany is required to reconsider its evaluatic
whether to consolidate a VIE each reporting per@ded upon changes in the facts and circumstgectsning to the VIE.

Investment Securities Available for Sal&@he Company's investment securities, where thevedire option has not been elected and w
are reported at fair value with unrealized gaind Bsses reported in Other Comprehensive Incom&("Qinclude Agency RMBS, nogency
RMBS and CLOs. Our investment securities are ifladsas available for sale securities. Realizethgiand losses recorded on the sale of inves
securities available for sale are based on thefgp&tentification method and included in realizgdin (loss) on sale of securities and related égdh
the accompanying condensed consolidated stateroeaperations. Purchase premiums or discounts westment securities are amortized or accl
to interest income over the estimated life of teestment securities using the effective yield mdthAdjustments to amortization are made for a
prepayment activity.

The Company assesses its impaired securities l@astta quarterly basis and designates such impataras either “temporary” or “other-
than-temporary” by applying the guidance prescrilmedSC Topic 320t0. When the fair value of an investment secustiess than its amortized ¢
as of the balance sheet date, the security is deresd impaired. If the Company intends to selinapaired security, or it is more likely than noattit
will be required to sell the impaired security lrefdts anticipated recovery, then it must recograreother-thatemporary impairment throu
earnings equal to the entire difference betweernnhestments amortized cost and its fair value as of the ladasheet date. If the Company does
expect to sell an other-than-temporarily impairedusity, only the portion of the other-th&gmporary impairment related to credit losses i®gaize!
through earnings with the remainder recognized asnaponent of other comprehensive income (losstheraccompanying condensed consolid
balance sheets. Impairments recognized throughr otdmprehensive income (loss) do not impact eamiRgllowing the recognition of an other-than-
temporary impairment through earnings, a new castshis established for the security, which maybetdjusted for subsequent recoveries ir
value through earnings. However, other-thamporary impairments recognized through earningg be accreted back to the amortized cost ba
the security on a prospective basis through intéeneeme. The determination as to whether an atfentemporary impairment exists and, if so,
amount considered other-thgemporarily impaired is subjective, as such deteatidons are based on both factual and subjectieenvation availabl
at the time of assessment. As a result, the tirmimdjamount of other-thaemporary impairments constitute material estimétes are susceptible
significant change.

The Companyg investment securities available for sale alstugeits investment in a wholly owned account nefdrto as our Agency |
portfolio. These investments primarily include AggniO’s. The Company has elected the fair value optiorthiese investment securities, which
measures unrealized gains and losses through garimiithe accompanying condensed consolidatechstats of operations, as the Company beli
this accounting treatment more accurately and sterdly reflects their results of operations. TAgency 10 portfolio also includes derivat
investments not designated as hedging instrumemt@adcounting purposes, with unrealized gains asdds recognized through earnings ir
accompanying condensed consolidated statemenfseadtions.




Investment Securities Available for Sale Held icu8iéization Trusts— The Company investment securities available for sale he
securitization trusts are comprised of médtmily CMBS consisting of first loss tranche PO wties, a first loss floating rate security andtam 10s
issued from four Freddie Mac-sponsored multi-famfySeries securitizations. The Company’s midthily CMBS investments are held in |
Commercial Trust 2012-RS1 (the “2012-RS1 Trust) &lew York Mortgage Securitization Trust 2012-1e(tiNYMST 2012-1 Trust”ypursuant to
re-securitization transaction and a collateralimxburse financing transaction completed duringyter ended December 31, 2012:€ Notes 7 al
13).

The Company's investment securities available &b &eld in securitization trusts, where the faifue option has not been elected
reported at fair value with unrealized gains argbés reported in OCI. Realized gains and lossesded on the sale of investment securities ava
for sale held in securitization trusts are basedhenspecific identification method and includedéalized gain (loss) on sale of securities andtee
hedges in the accompanying condensed consolidéagsh®ents of operations. Purchase premiums or wiidscare amortized or accreted to inte
income over the estimated life of the investmentusées using the effective yield method.

Residential Mortgage Loans Held in Securitizatiousts — Residential mortgage loans held in securitizatinrsts are comprised
certain ARM loans transferred to New York Mortgdgest 2005-1, New York Mortgage Trust 2005-2 anavNéork Mortgage Trust 2008-that hav
been securitized into sequentially rated classdseogficial interests. The Company accounted feséhsecuritization trusts as financings whict
consolidated into the Compamsyfinancial statements. Residential mortgage Ideeld in securitization trusts are carried at theipaid principe
balances, net of unamortized premium or discoumamortized loan origination costs and allowanceldan losses. Interest income is accrued
recognized as revenue when earned according tetins of the mortgage loans and when, in the opinofomanagement, it is collectible. The acc
of interest on loans is discontinued when, in managnts opinion, the interest is not collectible in trermal course of business, but in no case \
payment becomes greater than 90 days delinqueatd.eturn to accrual status when principal anerést become current and are anticipated
fully collectible.

Distressed Residential Mortgage Loans Held in Séezation Trust and Distressed Residential Mortgdgsmns— Distressed resident
mortgage loans held in securitization trust antrelsed residential mortgage loans are compris@dast of performing, r@erforming and to a les:
extent nonperforming, fixed and adjustable rate, residentialtgage loans. The distressed residential mortyzges held in securitization trust w
acquired in the fourth quarter of 2012 and tramsfitto NYMT Residential 2012-RP1, LLC (“NYMT Resit@l 2012-RP1")as part of a securitizati
transaction. The Company accounted for this sezatibn trust as a financing and has consolidat¥iIN Residential 2012-RP1 into the Compagy’
financial statements. Another pool of distressesidential mortgage loans was acquired in the secpadter of 2013. A portion of this pool v
securitized in July 20139ee Note 22

Distressed residential mortgage loans held in #&ation trust and distressed residential mortgdogns are classified as held
investment and carried at their unpaid principdbees, net of unamortized discount, and allowdockan losses.

For acquired distressed loans where it is probtdalethe Company will collect less than the coritratamounts due under the terms of
loan based, at least in part, on the assessmehe afredit quality of the borrowers, the loans areounted for under ASC Topic 380; "Loans an
Debt Securities Acquired with Deteriorated Creditafty" ("ASC 310-30"). Under ASC 3180, the amount by which the future cash flows etgrbtx
be collected at the acquisition date exceeds timaed fair value of the loan, or accretable yjiédecognized in income over the estimated reing
life of the loan using a level yield methodologyheTdifference between the contractually requireghpnts of the loan as of the acquisition date
the total cash flows expected to be collected ooraccretable difference, is not recognized. The aable yield is recalculated on a prospective bié
there is a change in expected cash flows to beateli.

For performing loans, interest income is accrued @tognized as revenue according to the termbeofrtortgage loan and when, in
opinion of management, it is collectible. For narprming loans, the accrual of interest on loandiscontinued when, in managemsrapinion, th
interest is not collectible in the normal coursebokiness, but in no case when payment becometegtéan 90 days delinquent. When a loe
classified as nonaccrual, collections receivedgareerally either applied against principal or répdras income, depending on managensgotigmer
as to the collectability of the principal. Loansura to accrual status only when principal andrieée become current and are anticipated to be
collectible.




Allowance for Loan Losses We establish an allowance for loan losses basethamagement's judgment and estimate of credit |
inherent in our portfolio of residential mortgagehs held in securitization trusts, our distresssitlential mortgage loans held in securitizatios
and our distressed residential mortgage loans.

Estimation involves the consideration of variousdif-related factors, including but not limited tmacroeconomic conditions, curre
housing market conditions, loan-¥edue ratios, delinquency status, historical créulis severity rates, purchased mortgage insurdneeyorrower
current economic condition and other factors deetoedarrant consideration. Additionally, we looktae balance of any delinquent loan and con
that to the current value of the collateralizinggperty. We utilize various home valuation method@s including appraisals, broker pricing opinit
internet-based property data services to reviewpawable properties in the same area or consultawtaltor in the property's area.

Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trustse comprised of mulfiamily mortgag
loans held in five and four Freddie Mac-sponsoredtiafamily K-Series securitizations (the “Consdigd K-Series”)as of June 30, 2013 ¢
December 31, 2012, respectively. Based on a nurobdactors, we determined that we were the primbepeficiary of each VIE within tl
Consolidated K-Series, met the criteria for corgadlon and, accordingly, have consolidated thesaldie Mac-sponsored multi-family Berie:
securitizations, including their assets, liabitiénterest income and expense in our accompargongensed consolidated financial statements
Company has elected the fair value option on edidhebassets and liabilities held within the Coidatled KSeries, which requires that change
valuations in the assets and liabilities of the €didated KSeries be reflected in the Company's accompanyingensed consolidated statemer
operations, as the Company believes this accoutréagment more accurately and consistently refldwtir results of operations.

Interest income is accrued and recognized as revevhen earned according to the terms of the moetdagns and when, in the opinion
management, it is collectible. The accrual of iestron loans is discontinued when, in managemesgtinion, the interest is not collectible in
normal course of business, but in no case when eayirecomes greater than 90 days delinquent. Liedus to accrual status when principal
interest become current and are anticipated talhedollectible.

Cash and Cash EquivalentgCash and cash equivalents include amounts duelfestks and overnight deposits. The Company mainies
cash and cash equivalents in highly rated finariegltutions, and at times these balances exaedgable amounts.

Receivables and Other AssetReceivables and other assets as of June 30, 2@1Bexember 31, 2012 include restricted cash helihibg
parties of $31.4 million and $46.5 million, respeely. Included in restricted cash is $16.7 mitliand $25.8 million held in our Agency IO portfotia
be used for trading purposes and $11.2 million $1@l8 million held by counterparties as collatéoalhedging instruments as of June 30, 2013
December 31, 2012, respectively. Interest recedvabl multifamily loans held in securitization trusts is alsoluded in the amounts of $24.6 milli
and $18.3 million as of June 30, 2013 and Decer@bep012, respectively.

Financing Arrangements, Portfolio Investmert¥he Company finances the majority of its agencyustes purchases using repurctk
agreements. Under a repurchase agreement, anisgiss®tl to a counterparty to be repurchased attard date at a predetermined price, w
represents the original sales price plus interébe Company accounts for these repurchase agrégragrfinancings under Accounting Stand
Codification (“ASC”") 860, Transfers and Servicing Under ASC 860, for these transactions to betdtkas financings, they must be sep:
transactions and not linked. If the Company firemthe purchase of its agency securities with d@se agreements with the same counterparty
which the securities are purchased and both tréinsacare entered into contemporaneously or inesoptation of each other, the transactions
presumed under GAAP to be part of the same arraegenor a "Linked Transaction," unless certaineci# are met. None of the Company’
repurchase agreements are accounted for as lirkeshttions.

Residential Collateralized Debt Obligations (“Residial CDOs”) — We use Residential CDOs to permanently finance residentie
mortgage loans held in securitization trusts. Faarfcial reporting purposes, the ARM loans held@ltateral are recorded as assets of the Con
and the Residential CDOs are recorded as the Cortpalebt. The Company has completed four resident@tgage loan securitizations sil
inception; the first three were accounted for @gemanent financing while the fourth was accourée@s a sale and accordingly, is not includeda
Company’s accompanying condensed consolidateddiabstatements.

Multi-Family Collateralized Debt Obligations (“MuHFamily CDOs”) — We consolidated the ConsolidatedSéries including their del
referred to as Multi-Family CDOs, in our accompargycondensed consolidated financial statements Muig- Family CDOs permanently finance
multi-family mortgage loans held in the ConsolidakeSeries securitizations. For financial reportingpgmses, the loans held as collateral are reci
as assets of the Company and the Multi-Family CRfasrecorded as the Company’s debt. We refer to that Residential CDOs and MuRamily
CDOs as CDOs in this report.
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Securitized Debt In May 2012, the 2012-RS1 Trust, a wholly-ownebsidiary of the Company, completed a re-secutitinaof multi-
family CMBS. As part of the re-securitization traoton, the 2012-RS1 Trust issued the notes, whieh secured by the mufémily CMBS
contributed to the 2012-RS1 Trust.

In November 2012, the Company’s wholly-owned subsjd RB Commercial Mortgage LLC (“RBCM®ntered into a master repurct
agreement with a three-year term for the purpogmanhcing certain multi-family CMBS. As part dfé master repurchase agreement, NYMST 2D12-
Trust issued notes, which are secured by the rfaritity CMBS transferred to NYMST 2012-1 Trust.

The multi-family CMBS contributed to the 2012-RSau3t and NYMST 2012-1 Trust are comprised colledsivof the Company interest
in the first loss tranche PO securities, first Ifisgating rate security and certain 10s issued éyes Freddie Mac-sponsored multi-familySérie:
securitizations.

In December 2012, NYMT Residential LLC, a wholly4oed subsidiary of the Company, completed a sezatitin transaction with a three-
year term for the purpose of financing distressesidential mortgage loans. As part of the seaatibn transaction, NYMT Residential 20RR]
issued a note, which is secured by the distresssidantial mortgage loans transferred to NYMT Resiihl 2012RP1. The distressed resider
mortgage loans serving as collateral for the nogeparforming, re-performing and to a lesser extemt-performing, fixed and adjustable-rate, fully-
amortizing, interest only and balloon, seasonedgage loans secured by first liens on one to faurily properties.

The Company has consolidated the 2012-RS1 TrustM8IY 2012-1 Trust and NYMT Residential 20RR1 on its accompanyi
condensed consolidated financial statemergse( Note 7. Costs related to issuance of securitized débchwinclude underwriting, rating agen
legal, accounting and other fees are reflectedeésrieed charges. Such costs are included on timep@oys accompanying condensed consolid
balance sheets in receivables and other assédte mnount of $2.2 million and $2.6 million as ohdw0, 2013 and December 31, 2012, respect
These deferred charges are amortized as an adjustimieterest expense using the effective interesthod.

Subordinated DebenturesSubordinated debentures are trust preferred sesutitat are fully guaranteed by the Company wapect t
distributions and amounts payable upon liquidatiedemption or repayment. These securities assifiled as subordinated debentures in the lia
section of the Company’s accompanying condensesiotidated balance sheets.

Derivative Financial Instruments The Company has developed risk management progaachprocesses, which include investmen
derivative financial instruments designed to mariatgrest rate and prepayment risk associateditgigecurities investment activities.

Derivative instruments contain an element of riskhie event that the counterparties may be unabieetet the terms of such agreeme
The Company minimizes its risk exposure by limitihg counterparties with which it enters into caots to banks and investment banks who
established credit and capital guidelines.

The Company invests in To-Be-Announced secur{tiéBAs”) through its Agency 10 portfolio. TBAs arforwardsettling purchases a
sales of Agency RMBS where the underlying poolsmafrtgage loans are “To-Be-Announced?irsuant to these TBA transactions, we agr
purchase or sell, for future settlement, Agency FBVBIith certain principal and interest terms andaiertypes of underlying collateral, but
particular Agency RMBS to be delivered is not idiéed until shortly before the TBA settlement dafe@r TBA contracts that we have entered into
have not asserted that physical settlement is piebtherefore, we have not designated these fahwammitments as hedging instruments. Rea
and unrealized gains and losses associated wise fiBAs are recognized through earnings as otltenie (expense) in the accompanying conde
consolidated statements of operations.

For derivative instruments that are designated qualify as a cash flow hedge, the effective portdrihe gain or loss on the derival
instrument is reported as a component of OCI anthssified into earnings in the same period orquriduring which the hedged transaction af
earnings. The remaining gain or loss on the devigahstruments in excess of the cumulative changbe present value of future cash flows of
hedged item, if any, is recognized in current eagaiduring the period of change.

For instruments that are not designated or quabfya cash flow hedge, such as our use of U.S. dmeascurities or financial futures ¢

options on financial futures contracts, any realiaad unrealized gains and losses associated lggte tinstruments are recognized through earnir
other income (expense) in the accompanying condermesolidated statement of operations.

11




Termination of Hedging RelationshipsThe Company employs risk management monitoring guores to ensure that the design
hedging relationships are demonstrating, and goea®d to continue to demonstrate, a high leveffettiveness. Hedge accounting is discontinue
a prospective basis if it is determined that thégiey relationship is no longer highly effectiveexpected to be highly effective in offsetting ches
in fair value of the hedged item.

Additionally, the Company may elect to un-desigreateedge relationship during an interim period sndesignate upon the rebalancini
a hedge profile and the corresponding hedge rektiip. When hedge accounting is discontinued, tbmgany continues to carry the deriva
instruments at fair value with changes recordecliment earnings.

Revenue Recognitiehinterest income on our investment securities andwrmortgage loans is accrued based on the odteaprincipa
balance and their contractual terms. Premiums ascbdnts associated with investment securities raodtgage loans at the time of purchas
origination are amortized into interest income aer life of such securities using the effectivelgimethod. Adjustments to amortization are mad
actual prepayment activity.

Interest income on our credit sensitive securisesh as our CLOs and certain of our CMBS that werrehased at a discount to par ve
is recognized based on the security’s effectiveregt rate. The effective interest rate on thesergis is based on managemergstimate from ea
security of the projected cash flows, which arenested based on the Compasiydssumptions related to fluctuations in interasts, prepayme
speeds and the timing and amount of credit lo&3esat least a quarterly basis, the Company revawds if appropriate, makes adjustments to its
flow projections based on input and analysis resgtifivom external sources, internal models, anghitgment about interest rates, prepayment rate
timing and amount of credit losses, and other factGhanges in cash flows from those originallyjgeted, or from those estimated at the
evaluation, may result in a prospective changéényield/interest income recognized on these seestri

Based on the projected cash flows from the Comgafisst loss principal only multiamily CMBS purchased at a discount to par vali
portion of the purchase discount is designateasatcretable purchase discount or credit reserfiich partially mitigates the Compamyfisk of los
on the mortgages collateralizing such médtinily CMBS, and is not expected to be accreted interest income. The amount designated as at
reserve may be adjusted over time, based on thelgotrformance of the security, its underlyingatelral, actual and projected cash flow from
collateral, economic conditions and other facttire performance of a security with a credit resés more favorable than forecasted, a portiotine
amount designated as credit reserve may be acdrgteihterest income over time. Conversely, if feformance of a security with a credit reser
less favorable than forecasted, the amount desidrest credit reserve may be increased, or impairofemges and writdewns of such securities t
new cost basis could result.

With respect to interest rate swaps that have eenliesignated as hedges, any net payments undleictoations in the fair value of, st
swaps will be recognized in current earnings.

See"Distressed Residential Mortgage Loans Held in Sgimation Trust and Distressed Residential Mortgdgpans”for a description ¢
our revenue recognition policy for acquired dissegsresidential mortgage loans.

Other Comprehensive Income (Lospther comprehensive income (loss) is comprisedgmilynof income (loss) from changes in valu
the Companys available for sale securities, and the impactedérred gains or losses on changes in the faieval derivative contracts hedging fut
cash flows.

Employee Benefits Plans The Company sponsors a defined contribution flaa “Plan”) for all eligible domestic employees. The F
qualifies as a deferred salary arrangement undeticBe401(k) of the Internal Revenue Code of 1286amended (the “Internal Revenue CodEhe
Company made no contributions to the Plan for hineet and six months ended June 30, 2013 and 2012.

Stock Based CompensatierCompensation expense for equity based awards aoll stsued for services are recognized over théng
period of such awards and services based uporaitheaiue of the stock at the grant date.

Income Taxes- The Company operates in such a manner as to quaifg REIT under the requirements of the InterreateRue Cod
Requirements for qualification as a REIT includeimas restrictions on ownership of the Compangtock, requirements concerning distributio
taxable income and certain restrictions on the neatdi assets and sources of income. A REIT mustildlise at least 90% of its taxable income t
stockholders, of which 85% plus any undistribut@doants from the prior year must be distributed imitthe taxable year in order to avoid
imposition of an excise tax. Distribution of thema@ning balance may extend until timely filing dtCompanys tax return in the subsequent tax
year. Qualifying distributions of taxable income aeductible by a REIT in computing taxable income.
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Certain activities of the Company are conductedugh TRSs and therefore are subject to federalvaridus state and local income ta:
Accordingly, deferred tax assets and liabilities s¥cognized for the future tax consequences atititte to differences between the financial state
carrying amounts of existing assets and liabilides their respective tax bases. Deferred tax sisset liabilities are measured using enacted tzes
expected to apply to taxable income in the yearsgtiith those temporary differences are expectdzbteecovered or settled. The effect on deferre
assets and liabilities of a change in tax rateedegnized in income in the period that includeseghactment date.

ASC 740,Income Taxes provides guidance for how uncertain tax positishsuld be recognized, measured, presented, aclds#d in th
financial statements. ASC 740 requires the evalnaif tax positions taken or expected to be takehe course of preparing the Compantgx return
to determine whether the tax positions are “mdteli-than-not"of being sustained by the applicable tax authohitysituations involving uncertain t
positions related to income tax matters, we dor@cbgnize benefits unless it is more likely thahthat they will be sustained. ASC 740 was appia
all open taxable years as of the effective datenddamens determinations regarding ASC 740 may be subjeatiew and adjustment at a later
based on factors including, but not limited to, agoing analysis of tax laws, regulations and prietations thereof. The Company will recog!
interest and penalties, if any, related to uncerax positions as income tax expense.

Earnings Per Share Basic earnings per share excludes dilution andnsputed by dividing net income available to commstckholder
by the weightedxverage number of shares of common stock outstgridinthe period. Diluted earnings per share rédlehe potential dilution th
could occur if securities or other contracts taégsommon stock were exercised or converted imaneon stock or resulted in the issuance of con
stock that then shared in the earnings of the Compa

Segment Reporting ASC 280,Segment Reporting is the authoritative guidance for the way puldittities report information abc
operating segments in their annual financial statem We are a REIT focused on the business ofi@aguinvesting in, financing and manag
primarily mortgage-related assets and currentlyatedan only one reportable segment.

Summary of Recent Accounting Pronouncements
Balance Sheet (ASC 21

In January 2013, the Financial Accounting Stand8asrd (“FASB”) issued Accounting Standards UpdafsU”) 2013-01,Clarifying the
Scope of Disclosures about Offsetting Assets aablillties (ASC 210), Balance Sheeélthe update addresses implementation issues ARut2011-
11 and applies to derivatives accounted for in atamce with ASC 815Derivatives and Hedging including bifurcated embedded derivatiy
repurchase agreements and reverse repurchase agtserand securities borrowing and securities fepdransactions that are either offse
accordance with ASC 210 or ASC 815 or subject toeaforceable master netting arrangement or sinaiggeement. The guidance was effec
January 1, 2013 and was applied retrospectively. ddoption of ASU 20181 had an effect on our disclosures but did noehav effect on ol
accompanying condensed consolidated financial tonddr results of operations.

Comprehensive Income (ASC 220)

In February 2013, the FASB issued ASU No. 2013Re&porting of Amounts Reclassified Out of Accumdl@¢her Comprehensi
Income. ASU No. 201332 requires registrants to provide information abthe amounts reclassified out of Accumulated OtBemprehensiv
Income (“AOCI") by component. In addition, an entity is requiregtesent significant amounts reclassified out 6fGA by the respective line itel
of netincome. ASU No. 20132 is effective for fiscal years, and interim pesawithin those years, beginning after Decembel0%2. The impact
these amendments are reflected beginning with rapany’s Quarterly Report on Form @@for the period ended March 31, 2013. As the
standard does not change the current requirementgeporting net income or other comprehensive nimeoin the accompanying conden
consolidated financial statements, our condenseddinlated financial position and results of opera were not impacted.

Derivatives and Hedging (ASC 815)

In July 2013, the FASB issued ASU 201G; Inclusion of the Fed Funds Effective Swap Rate Overnight Index Swap Rate) a
Benchmark Interest Rate for Hedge Accounting Purpda consensus of the FASB Emerging Issues Tasle}F¢)ASU 2013-10").The amendmen
of this ASU apply to all entities that elect to §ppedge accounting of the benchmark interest uatéer Derivatives and Hedging (FASB Accoun
Standards Codification Topic 815). ASU 201@-permits the Federal Funds Effective Rate (ad$erred to as the Overnight Index Swap Rate, o
to be used as a U.S. benchmark interest rate figehaccounting purposes in addition to the inter@sts on direct Treasury obligations of the
government and London Interbank Offered Rate. ABW32L0 was effective prospectively for qualifying newredesignated hedging relationst
entered into on or after July 17, 2013. The Comfsaagloption of ASU 2103-10 is neipected to have a material impact on the Comg
consolidated financial statements.
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3. Investment Securities Available For Sale
Investment securities available for sale consisheffollowing as of June 30, 2013 and DecembefB12 (dollar amounts in thousands):

June 30, 2013:

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS:
Agency ARMs
Freddie Mac $ 70,98: $ — 3 (2,002 $ 68,98(
Fannie Mae 142,47( 2 (3,559 138,918
Ginnie Mae 20,09 — (315) 19,77¢
Total Agency ARMs 233,54: 2 (5,870 227,66¢
Agency Fixed Rate
Freddie Mac 46,95¢ — (1,339 45,62!
Fannie Mae 555,17: — (20,719 534,45:.
Total Agency Fixed Rate 602,12° — (22,059 580,07t
Agency [0sD)
Freddie Mac 41,86¢ 38 (5,486 36,42(
Fannie Mae 65,561 741 (7,100 59,20:
Ginnie Mae 37,14: 57¢ (3042 34,67¢
Total Agency I0s 144,57t 1,354 (15,639 130,29¢
Total Agency RMBS 980,24¢ 1,35¢ (43,567) 938,04
Non-Agency RMBS 2,94¢ 88 (451) 2,58¢
CLOs 15,691 16,42: — 32,11¢
Total $ 998,89: $ 17,86 $ (44,019) $ 972,74:
December 31, 2012:
Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
Agency RMBS:
Agency ARMs
Freddie Mac $ 80,10¢ $ 341 $ 83 $ 80,36«
Fannie Mae 169,02( 65¢ (11¢) 169,56
Ginnie Mae 24,12% — (129) 23,99¢
Total Agency ARMs 273,25; 1,00C (330 273,92:
Agency Fixed Rate
Freddie Mac 49,89¢ 24 (162) 49,76
Fannie Mae 578,30( 1,16¢€ (1,287 578,18:
Total Agency Fixed Rate 628,19¢ 1,19¢ (1,449 627,94
Agency [0sD)
Freddie Mac 38,02t 92 (3,217) 34,90(
Fannie Mae 40,85¢ 65€ (5,26¢) 36,24¢
Ginnie Mae 30,53( 73¢ (3,049 28,22«
Total Agency I0s 109,41: 1,48¢ (11,52) 99,37
Total Agency RMBS 1,010,86! 3,67¢ (13,309 1,001,23!
Non-Agency RMBS 3,291 — (604 2,687
CLOs 13,49t 17,29( — 30,78t
Total $ 102765 $ 20,96¢ $ (13,900 $ 1,034,71.

M ncluded in investment securities available foesale Agency 10s. Agency 10s are measured at &irevthrough earnings.
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Investment securities available for sale held pusiézation trusts consist of the following asdofne 30, 2013 and December 31, 2012 (dollar
amounts in thousands):

June 30, 2013:

Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
CMBS $ 71257 $ 11387 $ (16) $ 82,62¢
Total $ 71,257 $ 11,387 $ (16) $ 82,62¢
December 31, 2012:
Amortized Unrealized Unrealized Carrying
Cost Gains Losses Value
CMBS $ 68,42¢ $ 3,006 $ 273 $ 71,15¢
Total $ 68,42¢ $ 3,006 $ 273 $ 71,15¢

During the three and six months ended June 30, 2003 Company received total proceeds of $0 andoappately $1.3 millior
respectively, realizing $0 and approximately $0.illiom, respectively, of net gains (losses) frone thale of investment securities available for
During the three and six months ended June 30,,2B&2Zompany received total proceeds of $0 andoappately $1.2 million, respectively, realizi
$0 and approximately $1.1 million of net gains ¢les) from the sale of investment securities aviailfdy sale.

Actual maturities of our available for sale sedastare generally shorter than stated contractaélimities (which range up to 30 years)
they are affected by the contractual lives of tinelarlying mortgages, periodic payments and prepagsnef principal. As of June 30, 2013
December 31, 2012, based on management’s estintagsyeighted average life of the Companyvailable for sale securities portfolio \
approximately 4.15 and 4.83 years, respectively.

The following tables set forth the stated resetooksr of our investment securities available foesad of June 30, 2013 and Decembe
2012 (dollar amounts in thousands):

More than
Less than 6 Months More than
June 30, 2013 6 Months To 24 Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
Agency RMBS $ 102,45 $ 14,03: $ 821,55! $ 938,04
Non-Agency RMBS 2,58¢ — — 2,58:
CLOs 32,11¢ — — 32,11¢
Total $ 137,15¢ $ 14,03: $ 82155! $ 972,74
More than
Less than 6 Months More than
December 31, 2012 6 Months To 24 Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
Agency RMBS $ 91,63 $ 15,55¢ $ 894,047 $ 1,001,23!
Non-Agency RMBS 2,681 — — 2,681
CLOs 30,78t — — 30,78¢
Total $ 125,10 $ 15,55¢ $ 894,04 $ 1,034,71.
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The following tables set forth the stated resetgasrof our investment securities available foedald in securitization trusts as of June
2013 and December 31, 2012 (dollar amounts in #uls):

More than
Less than 6 Months More than
June 30, 2013 6 Months To 24 Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
CMBS $ 25,45F  $ — 3 57,17° $ 82,62¢
Total $ 25,45 $ — 3 57,170 $ 82,62¢
More than
Less than 6 Months More than
December 31, 2012 6 Months To 24 Months 24 Months Total
Carrying Carrying Carrying Carrying
Value Value Value Value
CMBS $ 22,21 $ — 3 48,94 $ 71,15¢
Total $ 22,21 $ — 3 48,94 $ 71,15¢

The following tables present the Company's investnsecurities available for sale in an unrealizess |position reported through O
aggregated by investment category and length ¢ timat individual securities have been in a comtirsuunrealized loss position as of June 30,
and December 31, 2012 (dollar amounts in thousands)

June 30, 2013 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 $ 797,300 $ (27,88) $ 3847 % 44) $ 801,15 $ (27,929
Nor-Agency RMBS — — 1,13¢ (457 1,13¢ (451)
Total $ 797,300 $ (27,889 $ 498t $ (499 $ 802,29. $ (28,379
December 31, 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 $ 513,73: $ 1,749 $ 6,15¢ $ (26) $ 519,88¢ $ (1,775
Non-Agency RMBS — — 2,68 (604) 2,68 (604
Total $ 513,73: $ (1,749 $ 8,84t §$ (630 $ 522,57t $ (2,379

The following tables present the Company's investrsecurities available for sale held in securitizatrusts in an unrealized loss posi
reported through OCI, aggregated by investmengeayeand length of time that individual securitfes/e been in a continuous unrealized loss po:
as of June 30, 2013 and December 31, 2012 (datauats in thousands):

June 30, 2013 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 $ 78 $ (16) $ — 3 — $ 78 $ (16)
Total $ 78¢ % (16) $ — 3 — $ 78¢ % (16)
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December 31, 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 $ 16,357 $ 273 $ — $ — 3 16,357 $ (273
Total $ 16,357 $ 273 $ — 3 — $ 16,357 $ (273)

For the three and six months ended June 30, 20d2@t2, the Company did not have unrealized loss@s/estment securities that w
deemed other-than-temporary.

4, Residential Mortgage Loans Held iSecuritization Trusts (Net) and Real Estate Owned

Residential mortgage loans held in securitizatinrsts (net) consist of the following as of June 2013 and December 31, 20
respectively (dollar amounts in thousands):

June 30, December 31,
2013 2012
Mortgage loans principal amount $ 179,43( $ 189,00¢
Deferred origination costs — net 1,137 1,19¢
Reserve for loan losses (3,387) (2,979
Total $ 177,180 $ 187,22¢

Allowance for Loan LossesThe following table presents the activity in then@many's allowance for loan losses on residentiatgage
loans held in securitization trusts for the six tisrended June 30, 2013 and 2012, respectivellatdohounts in thousands):

Six Months Ended June 30,

2013 2012
Balance at beginning of period $ 297¢ % 3,331
Provisions for loan losses 52¢ 29¢
Transfer to real estate owned (83) (89¢)
Charge-offs (36) (127)
Balance at the end of period $ 3381 $ 2,60¢

On an ongoing basis, the Company evaluates theuadg®f its allowance for loan losses. The Compsuayfowance for loan losses a:
June 30, 2013 was $3.4 million, representing 18&8shgoints of the outstanding principal balanceesidential loans held in securitization trustof
June 30, 2013, as compared to 158 basis points@scember 31, 2012. As part of the Comparsiflowance for loan adequacy analysis, manage
will assess an overall level of allowances whileoahssessing credit losses inherent in eachpediofrming residential mortgage loan helc
securitization trusts. These estimates involvedtesideration of various credit related factorgluding but not limited to, current housing ma
conditions, current loan to value ratios, delinguyestatus, the borrower’s current economic anditstatus and other relevant factors.

Real Estate Owned Fhe following table presents the activity in then@uany's real estate owned held in residential securitingtusts fo
the six months ended June 30, 2013 and the yeadddecember 31, 2012, respectively (dollar amointisousands):

June 30, December 31,
2013 2012
Balance at beginning of period $ 732 % 454
Write downs (10) (124)
Transfer from mortgage loans held in securitizatiosts 63 1,56¢
Disposall (34€) (1,167%)
Balance at the end of period $ 43¢ $ 73z

Real estate owned held in residential securitinatioists are included in receivables and othertaisse the accompanying conder
balance sheets and write downs are included inigicovfor loan losses in the statement of operatfon reporting purposes.

All of the Companys mortgage loans and real estate owned held inertEil securitization trusts are pledged as caiddtfor the
Residential CDOs issued by the Company.
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Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of June 30, 2013, we had 35 delinquent loank aiit aggregate principal amount outstanding of@pprately $19.6 million categoriz
as Residential Mortgage Loans Held in Securitizafiousts (net). Of the $19.6 million in delinquésans, $12.0 million, or 61%, are under some
of modified payment plan. The table below showsndglencies in our portfolio of residential mortgdgans held in securitization trusts, including|
estate owned (“REQ”) through foreclosure, as oeJ8®, 2013 (dollar amounts in thousands):

June 30, 2013

Number of

Delinquent Total % of Loan
Days Late Loans Unpaid Principal Portfolio
3C - 60 2 $ 29z 0.16%
61 - 90 4 $ 1,61¢ 0.90%
9C + 29 $ 17,673 9.80%
Real estate owned through foreclosure 3 $ 962 0.53%

As of December 31, 2012, we had 35 delinquent logitls an aggregate principal amount outstandingmfroximately $19.5 millic
categorized as Residential Mortgage Loans HeldeicuStization Trusts (net). Of the $19.5 milliondelinquent loans, $15.2 million, or 78%, w
under some form of modified payment plan. The tddglow shows delinquencies in our portfolio of desitial mortgage loans held in securitiza
trusts, including REO through foreclosure, as of&wvber 31, 2012 (dollar amounts in thousands):

December 31, 2012

Number of

Delinquent Total % of Loan
Days Late Loans Unpaid Principal Portfolio
3C - 60 3 $ 751 0.39%
61 - 90 — $ — —%
9C + 32 $ 18,76: 9.85%
Real estate owned through foreclosure 4 $ 1,421 0.75%

The geographic concentrations of credit risk exoee8% of the total loan balances in our residémtiartgage loans held in securitizat
trusts and real estate owned held in resident@lrgezation as of June 30, 2013 and December @12 2re as follows:

June 30, December 31,
2013 2012
New York 36.5% 37.8%
Massachusetts 25.2% 25.2%
New Jerse! 9.9% 9.5%
Florida 5.4% 5.1%
Connecticut 5.2% 5.0%
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5. Distressed Residential Mortgage Loans Held in Secttization Trust (Net) and Distressed Residential Magage Loans

Distressed residential mortgage loans held in gigzation trust (net) consist of the following asJune 30, 2013 and December 31, 2012,
respectively (dollar amounts in thousands):

December 31,

June 30, 2013 2012
Unpaid principal balance $ 88,47¢ $ 91,83:
Unamortized discount (30,139 (31,379
Reserve for loan losses (12¢) —
Total $ 58,21 $ 60,45¢

Distressed residential mortgage loans consish@ffallowing as of June 30, 2013 and December 8122respectively (dollar amounts
thousands):

December 31,

June 30, 2013 2012
Unpaid principal balance $ 156,12 $ —
Unamortized discount (24,444 —
Reserve for loan losses = —
Total $ 131,68: $ —

The Company considers our purchase price for thieedised residential mortgage loans, includingedised residential mortgage loans
in securitization trust to be at fair value at ttate of acquisition. The Company only establistrealmwance for loan losses subsequent to acarisiti

The following table details activity for the distsed residential mortgage loans, including diseéeésgsidential mortgage loans hele
securitization trust for the six months ended J8®e2013:

Non-
Accretable Accretable Allowance for  Net Carrying
Principal Discount Discount Loan Losses Value
Balance, January 1, 2013 $ 91,83: $ (18,95) $ (12,42) $ — 3 60,45¢
Purchases 156,94 (8,679 (15,899 — 132,37.
Principal repayments (4,17¢) 53C 35¢€ — (3,28¢)
Allowance for loan losses — — — (128) (12§)
Transfers — — — — —
Charge-Offs — — — — —
Accretion of discount — 47¢ — — 47¢
Balance, June 30, 2013 $ 24459 $ (26,61 $ (27,967 $ (128) $ 189,89«

There were no distressed residential mortgage Ibelusin securitization trust or distressed rediidémortgage loans as of June 30, 2012.

The Company evaluates the adequacy of its allowforclan losses each quarter. As part of the Cawygaallowance for loan adequs
analysis, management will assess an overall lefallowance while also assessing the credit lossherent in each noperforming distresse
residential mortgage loan. The Company looks at#reying value of the noperforming distressed residential mortgage loancamdpares that to t
current value of the collateralizing property, at@d for costs of disposition.
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Delinquency Status of Our Distressed Residential Mtgage Loans

The table below shows delinquencies in our porfofi distressed residential mortgage loans, inalydiistressed residential mortgage Ic
held in securitization trust as of June 30, 2018 Bacember 31, 2012 (dollar amounts in thousands):

June 30, 2013

% of
Number of Total Portfolio
Delinquent  Total Unpaid Carrying Carrying
Days Late Loans Principal Value Value
30 - 60 80 $ 8,881 % 7,05( 3.71%
61 - 90 26 $ 2,66 $ 1,90¢ 1.0(%
90+ 30 $ 3,27¢ % 2,36: 1.24%
December 31, 2012
% of
Number of Total Portfolio
Delinquent  Total Unpaid Carrying Carrying
Days Late Loans Principal Value Value
30 - 60 26 $ 4,48¢ $ 2,83 4.6%
61 - 90 5 $ 75¢ $ 472 0.7¢%
90+ 0 $ - % = 0.0(%

Distressed Residential Mortgage Loan Characteristics

The geographic concentrations of credit risk exoep8% of the total loan balances in our distregssilential mortgage loans, includ
distressed residential mortgage loans held in gexation trust as of June 30, 2013 and DecembgePB312, respectively, are as follows:

June 30, December 31,
2013 2012
California 14.(% 24.1%
New York 9.5% 3.¢%
Florida 7.€% 6.5%
Texas 6.5% 7.C%
Pennsylvania 5.1% 4.%
Maryland 3.4% 5.5%

The Companys distressed residential mortgage loans held inrgization trust are pledged as collateral fortaier of the Securitized De
issued by the Companysée Note 13. The Companyg distressed residential mortgage loans with amidnprincipal balance of $82.2 million as
June 30, 2013 are pledged as collateral for a chpse agreement with a third party financial intth (see Note 10.

6. Multi-Family Loans Held in Secutization Trusts

The Company has elected the fair value option @nabsets and liabilities held within the ConsokdaK-Series, which requires tt
changes in valuations in the assets and liabiliieshe Consolidated ISeries be reflected in the Company's statementpefations. We fir:
consolidated one of the Freddie Mac-sponsored ffautiily K-Series securitizations included in therSolidated KSeries for the quarter ended Me
31, 2012, while two other K-series securitizatiomsluded in the Consolidated Beries were first consolidated in our financiatestzents for th
quarter ended June 30, 2012. The fourth K-Seriegrsization included in the Consolidated3eries was consolidated for the quarter ended Dige
31, 2012. The fifth and final K-Series securitiaatincluded in the Consolidated 8eries was consolidated for the quarter ended 30n2013. Ot
investment in the Consolidated K-Series is limitedhe multifamily CMBS comprised of first loss tranche PO géms and/or certain 10s issued
these KSeries securitizations with an aggregate net aagryialue of $186.4 million and $123.3 million andu30, 2013 and December 31, 2I
respectively 6ee Note 7.
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The condensed balance sheets of the Consolidatedri€s at June 30, 2013 and December 31, 201Zatésgly, are as follows (doll

amounts in thousands):

June 30, December 31,
Balance Sheets 2013 2012
Assets
Multi-family loans held in securitization trusts $ 6,760,390 $ 5,442,90!
Receivables 24,58¢ 18,34
Total Assets $ 6,784,971 $ 5,461,24:
Liabilities and Equity
Multi-family CDOs $ 6,574,00. $ 5,319,57:
Accrued expenses 24,13 18,02:
Total Liabilities 6,598,13 5,337,59!
Equity 186,84 123,65!
Total Liabilities and Equity $ 6,784,971 $ 5,461,24

The multifamily loans held in securitization trusts had udparincipal balance of approximately $6.5 billiand $4.9 billion at June &
2013 and December 31, 2012, respectively. The fartily CDOs had unpaid principal balance of appmadely $6.5 billion and $4.9 billion at Ju

30, 2013 and December 31, 2012, respectively.

The condensed statements of operations of the Gdatwal KSeries for the three and six months ended June2@D3 and 201

respectively, is as follows (dollar amounts in thads):

Three Months

Ended Six Months Endec
Statements of Operations June 30, 2013 June 30, 2013
Interest income $ 54,48: $ 99,80:
Interest expense 50,24¢ 91,90¢
Net interest income 4,23t 7,894
Unrealized gain on multi-family loans and debt hieldecuritization trusts 8,981 16,03
Net Income $ 13,21¢ $ 23,92¢
Three Months Six Months
Ended Ended
Statement of Operations June 30, 2012 June 30, 2012
Interest income $ 18,80 $ 31,00¢
Interest expense 17,54: 29,11t
Net interest income 1,26: 1,88¢
Unrealized gain on multi-family loans and debt hieldecuritization trusts 2,20t 4,22¢
Net Income $ 3,46¢ $ 6,117

The geographic concentrations of credit risk exoepd% of the total loan balances related to our BSMinvestments included
investment securities available for sale and Maltily loans held in securitization trusts as afid30, 2013 and December 31, 2012, respectived

as follows:

Texas
California
Florida
New York
Georgia
Washington
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7. Use of Special Purpose Entities@Variable Interest Entities

A Special Purpose Entity (“SPEf$ an entity designed to fulfill a specific limitegted of the company that organized it. SPEs fie&
used to facilitate transactions that involve sdizing financial assets or igecuritizing previously securitized financial asseThe objective of su
transactions may include obtaining natourse financing, obtaining liquidity or refinamg the underlying securitized financial assetsiraprovec
terms. Securitization involves transferring assetan SPE to convert all or a portion of thoseetssmto cash before they would have been realiz
the normal course of business through the SPRESuance of debt or equity instruments. Investoan SPE usually have recourse only to the a3
the SPE and depending on the overall structurbefransaction, may benefit from various formsrefdd enhancement, such as oveltateralizatiol
in the form of excess assets in the SPE, priorithi vespect to receipt of cash flows relative tédees of other debt or equity instruments issuedhla
SPE, or a line of credit or other form of liquidigreement that is designed with the objectivenstieing that investors receive principal and/oeries
cash flow on the investment in accordance withténms of their investment agreement.

The Company has evaluated its CMBS investmentsnie Rreddie Mac-sponsored 8eries securitizations to determine whether the
VIEs. In addition, the Company also evaluatediitancings transactions, such as its ResidentiadD€Dompleted in 2005, its multi-family CMBS re-
securitization transaction completed in May 2018, dollateralized recourse financing transactiompgleted in November 2012 and its distre:
residential mortgage loan securitization transactiompleted in December 2012 (collectively, thendficing VIEs")and concluded that the entit
created to facilitate each of the transactionsvaEes.

The Company then completed an analysis of whetteeFinancing VIEs should be consolidated by the @amg, based on consideratior
its involvement in each of the Financing VIEs, imdihg the design and purpose of the SPE, and whéthénvolvement reflected a controlli
financial interest that resulted in the Companyngeileemed the primary beneficiary of the Finanditigs. In determining whether the Comp.
would be considered the primary beneficiary, tHowang factors were assessed:

° whether the Company has both the power to dilecactivities that most significantly impact treoeomic performance of the VIE;
and
° whether the Company has a right to receive benefiabsorb losses of the entity that could bemgally significant to the VIE.

The Company has determined that it has a variaibégdst in the Consolidated Beries for which it is the primary beneficiary amas
controlling financial interest and, accordingly,shaonsolidated their assets, liabilities, incomel axpenses in the accompanying conde
consolidated financial statementsee Notes 2 and)6

Also, based on its evaluation of the factors disedsabove, including its involvement in the purpasé design of the entity, the Comp

determined that the Financing VIEs met the critéoiaconsolidation and, accordingly, consolidated Financing VIEs created to facilitate tt
transactions.
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The following table presents a summary of the asaet liabilities of these Financing VIEs. Intergmany balances have been elimin.
for purposes of this presentation.

Assets and Liabilities of Consolidated VIEs asurie) 30, 2013:

Non-financing

Financing VIEs VIEs
Distressed
Residential Residential
Multi-family Collateralized Mortgage Mortgage
CMBS re- Recourse Loan Loan Multi-family
securitization Financing Securitization  Securitization CMBS Total

Investment securities available for sale

fair value held in securitization trusts $ 26,19¢ $ 56,42¢ $ - $ - $ - $ 82,62¢
Residential mortgage loans held in

securitization trusts (net) - - - 177,18( - 177,18(
Distressed residential mortgage loans |

in securitization trust (net) - - 58,21 - = 58,21
Multi-family loans held in securitization

trusts, at fair value 1,257,22! 2,485,15! - - 3,018,001 6,760,391
Receivables and other assets 5,161 11,54« 5,87( 1,115 9,571 33,26
Total assets $ 128858 $ 255312 $ 64,08 $ 178,290 $ 3,02757 $ 7,111,67.
Residential collateralized debt obligatic $ - % - $ - $ 171,04 $ - % 171,04:
Multi-family collateralized debt

obligations, at fair value 1,223,101 2,411,49 - - 2,939,40 6,574,00.
Securitized debt 27,06( 52,00( 38,70( - - 117,76(
Accrued expenses and other liabilities 4,51¢ 10,50¢ 258 17 9,317 24,60¢
Total liabilities $ 125468 $ 247399 $ 38,95¢ $ 171,06( $ 294872 $ 6,887,41
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Assets and Liabilities of Consolidated VIEs as ecBPmber 31, 2012:

Non-financing

Financing VIEs VIE
Distressed
Residential Residential
Multi-family Collateralized Mortgage Mortgage
CMBS re- Recourse Loan Loan Multi-family
securitization Financing Securitization  Securitization CMBS Total

Investment securities available for sale

fair value held in securitization trusts $ 2261 $ 4854¢ $ - $ - % - $ 71,15¢
Residential mortgage loans held in

securitization trusts (net) - - - 187,22¢ - 187,22¢
Distressed residential mortgage loans |

in securitization trust (net) - - 60,45¢ - = 60,45¢
Multi-family loans held in securitization

trusts, at fair value 1,335,86: 2,610,271 - - 1,496,76! 5,442,901
Receivables and other assets 5,37z 11,79 3,18% 1,42¢ 3,03t 24,81¢
Total assets $ 136384 $ 267062 $ 63,64¢ $ 188,65: $ 1,499,80. $ 5,786,56!
Residential collateralized debt obligatic $ - % - $ - % 180,97¢ $ - $ 180,97¢
Multi-family collateralized debt

obligations, at fair value 1,306,76! 2,547,01! - - 1,465,79! 5,319,57.
Securitized debt 26,89: 52,00( 38,70( - - 117,59:
Accrued expenses and other liabilities 4,70¢ 10,60¢ 25€ 15 2,91¢ 18,507
Total liabilities $ 133835 $ 2,609,62 $ 38,95¢ $ 180,99: $ 1,468,711 $ 5,636,65

Multi-Family CMBS Re-securitization Transaction

In May 2012, the Company completed a re-securitimabf multi-family CMBS through the 2012-RS1 Trusthis resecuritizatiol
transaction resulted in the Company consolidatei@ & |IE the SPE that was created to facilitatetthesaction and to which the underlying asse
connection with the re-securitization were trangfédr As part of the re-securitization transactite 2012RS1 Trust, issued a Class A Senior I
(the "Class A Note") in the initial aggregate pipad face of $35 million. The holders of the Cla@s#lote have no recourse to the general credihe
Company, but the Company does have the obligatinder certain circumstances, to repurchase agsetsthe 2012RS1 Trust upon the breach
certain representations and warranties in relatadhe CMBS contributed to the 20R51 Trust. In the absence of such a breach, thgp&oy has r
obligation to provide any other explicit or implicgupport to the 2012-RS1 Trusi€e Note 13.

The Company engaged in the re-securitization tidiwaprimarily for the purpose of obtaining nogeourse financing on a portion of
multi-family CMBS portfolio. As a result of engaging tinis transaction, the Company remains economieadfyosed to the first loss position on
underlying multi-family CMBS transferred to the ZDRS1 Trust.

The 2012-RS1 Trust classified the multi-family CMBSued by the two K-Series securitizations andl sl the 2012RS1 Trust e
available for sale securities as the purpose ismtrade these securities. The 2012-RS1 Trudalmfated the other ISeries securitization that issl
certain of the multi-family CMBS transferred to t2@12RS1 Trust, including its assets, liabilities, ietsr income and expense, in its finar
statements as based on a number of factors, thep&ugndetermined that it was the primary beneficemyg has a controlling financial interest in
particular K-Series securitizatiors€e Note 6.
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Collateralized Recourse Financing Transaction

In November 2012, the Company, through a wholly-esvsubsidiary, entered into a master repurchaseagmt with a thregear term fo
the purpose of financing certain multi-family CMB8/ned by the Company. Pursuant to the terms ofithster repurchase agreement (t681BS
Master Repurchase Agreement”) by and between, dlyvnned subsidiary of the Company, NYMST 2012Frust, an SPE, and U.S. Bank Natic
Association, as indenture trustee, the Companysteared multi-family CMBS to NYMST 2012- Trust in exchange for gross cash procee:
approximately $52 million before deducting expenassociated with the transaction. In connectioth whe transaction, the Company agree
guarantee the due and punctual payment of NYMSPR-20Trust’s obligations under the CMBS Master Repase Agreementsge Note 13.

The multifamily CMBS serving as collateral under the CMBSstéa Repurchase Agreement are comprised of seuiitsued from fo
separate Freddie Mac-sponsored multifamily K-Sesexauritizations. The NYMST 2012-1 Trust classifitee multifamily CMBS issued by the tv
K-Series securitizations and held by the NYMST 2Q1Prust as available for sale securities as th@gse is not to trade these securities. NYI
2012-1 Trust consolidated two of theS3éries securitizations, including its assets, liigs, interest income and expense, in its finahstatements
based on a number of factors, the Company detednriime it was the primary beneficiary and has atradimg financial interest in such serie:
securitizations éee Note .

Distressed Residential Mortgage Loan Securitizaficensaction

In December 2012, the Company, through a wholly-edvsubsidiary, entered into a securitization tretisa with a threerear term for th
purpose of financing distressed residential mortglagns owned by the Company. Pursuant to terntkeo§ecuritization agreements, the Com|
transferred the distressed residential mortgagesléa NYMT Residential LLC, a whollpwned subsidiary of the Company, which in turn sfarrec
the distressed residential mortgage loans to NYMSitkential 201RP1, an SPE, in exchange for gross cash proceegpodximately $38.7 millic
before deducting expenses associated with thedctioa (see Note 13.

This securitization transaction resulted in the @any consolidating as a VIE, NYMT Residential 28R4, to which the underlying ass
in connection with the securitization were transfdr

Residential Mortgage Loan Securitization Transattio

The Company has completed four residential mortd@ae securitizations (other than the distresssitleatial mortgage loan securitizat
discussed above) since inception, the first threeevaccounted for as permanent financings and beee included in the Compasyaccompanyir
condensed consolidated financial statements.

Multi-family CMBS not subject to Financing VIEs

Two of the nine Freddie Mac-sponsored multi-fanihSeries securitizations included in the ConsobkdaK-Series are not subject to ¢
Financing VIE as of June 30, 2013. One of the eightidie Mac-sponsored multi-family K-Series se@ations included in the ConsolidatedSérie:
is not subject to any Financing VIE as of Decen8ier2012.

Unconsolidated VIEs

The Company has evaluated its CMBS investmentsun Freddie Mac-sponsored 8eries securitizations to determine whether the

VIEs and should be consolidated by the CompanyseB8an a number of factors, the Company deterntimetit has no controlling financial inter
and is not the primary beneficiary of these VIEs.
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8. Derivative Instruments and Hedgip Activities

The Company enters into derivative instruments &mage its interest rate risk exposure. These demvanstruments include interest r
swaps, swaptions and futures. The Company may @lschase or short TBAs and U.S. Treasury securipaschase put or call options on L
Treasury futures or invest in other types of maygderivative securities.

The following table presents the fair value of dative instruments that were not designated asihgdgstruments and their location in
accompanying condensed consolidated balance shteiise 30, 2013 and December 31, 2012, respec{iellar amounts in thousands):

Derivatives Not Designated June 30, December 31,
as Hedging Instruments Balance Sheet Location 2013 2012
TBA securitiesV) Derivative assets $ 233,17. $ 244,78¢
U.S. Treasury futures Derivative assets 7,092 67¢€
Swaptions Derivative assets 1,767 597
Options on U.S. Treasury futures Derivative assets 5 5¢
Interest rate swap futures Derivative assets 344 8
Eurodollar futures Derivative liabilities 1,86( 3,79¢

(M Open TBA purchases and sales involving the samatemarty, same underlying deliverable and the saetidlement date are reflected in
accompanying condensed consolidated financialretatés on a net basis. TBA sales amounting to $12ifllion and $245.6 million have be
netted against TBA purchases and are includedyalpe for securities purchased in the accompangomglensed consolidated balance she:
June 30, 2013 and December 31, 2012, respectively.

The tables below summarize the activity of deri@instruments not designated as hedges for thaaitths ended June 30, 2013 and 2
respectively (dollar amounts in thousands):

Notional Amount For the Six Months Ended June 30, @13

Settlement,
Derivatives Not Designated December 31, Expiration June 30,
as Hedging Instruments 2012 Additions or Exercise 2013
TBA securities $ 234,000 $ 1,323,000 $ (1,326,000 $ 231,00(
U.S. Treasury futures (172,100 484,40( (515,700 (203,400
Interest rate swap futures (13,000 82,20( (105,600 (36,400
Short sales of Eurodollar futures (2,852,001 1,559,001 (2,224,000 (3,517,00i)
Options on U.S. Treasury futures 70,00( 220,00( (260,000 30,00(
Swaptions 100,00( — — 100,00(

Notional Amount For the Six Months Ended June 30, @12

Settlement,
Derivatives Not Designated December 31, Expiration June 30,
as Hedging Instruments 2011 Additions or Exercise 2012
TBA securities $ 202,000 $ 1,328,000 $ (1,269,000 $ 261,00(
U.S. Treasury futures (92,800 497,80( (538,800 (133,800)
Short sales of Eurodollar futures (2,422,000 1,128,001 (1,361,000 (2,655,000
Options on U.S. Treasury futures 199,50( 651,50( (676,500 174,50(
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The TBAs in our Agency 10 portfolio are accountend &t fair value with both realized and unrealizgdns and losses included in ot
income (expense) in our accompanying condensecdbtidated statements of operations. The use of T&§mses the Company to market value
as the market value of the securities that the Gumps required to purchase pursuant to a TBA #etien may decline below the agreeger
purchase price. Conversely, the market value oféuerrities that the Company is required to sefpant to a TBA transaction may increase abov
agreed upon sale price. For the three and six rsoettded June 30, 2013, we recorded net realizestdosf $8.7 million and $10.4 millic
respectively, and net unrealized losses of $1.8amiand $1.4 million respectively. For the threglaix months ended June 30, 2012, we recorde
realized gains of $5.0 million and $8.3 millionspectively, and unrealized gains of $2.5 milliord &®©.2 million, respectively. As of June 30, 2(
our accompanying condensed consolidated balancet ghdudes TBArelated liabilities, net of $238.4 million included payable for securitir
purchased.

The Eurodollar futures in our Agency IO portfoliceaaccounted for at fair value with both realized anrealized gains and losses inclt
in other income (expense) in our accompanying cosele consolidated statements of operations. Fahtke and six months ended June 30, 201
recorded net realized losses of $0.4 million and $iillion, respectively, and net unrealized gaih$0.5 million and $1.9 million in our Eurodol
futures contracts. For the three and six montlde@dune 30, 2012, we recorded net realized lafs&3.8 million and $0.8 million, respectively, ¢
net unrealized gain of $0.3 million and a net uhzed loss of $0.8 million, respectively, in our fedollar futures contracts. The Eurodollar futi
consist of 3,517 contracts with expiration dategynag between September 2013 and June 2015.

The U.S. Treasury futures and options in our Age@yortfolio are accounted for at fair value wiihth realized and unrealized gains
losses included in other income (expense) in ouompanying condensed consolidated statements o&tipes. For the three and six months el
June 30, 2013, we recorded net realized gains & ®dlion and $0.7 million, respectively, and natrealized gain of $8.2 million and $6.8 milli
respectively. For the three and six months endeé 30, 2012, we recorded net realized losses 6f i®dlion and $5.8 million, respectively, and
unrealized losses of $1.2 million and net unredligains $0.1 million, respectively.

Swaptions are accounted for at fair value with bathlized and unrealized gains and losses inclidesther income (expense) in
accompanying condensed consolidated statemenfseodtions. For the three and six months ended 30n2013, we recorded unrealized gains of
million and $1.4 million, respectively.

The following table presents the fair value of dative instruments designated as hedging instrusne@md their location in the Compasay’
accompanying condensed consolidated balance shteiise 30, 2013 and December 31, 2012, respec{iellar amounts in thousands):

Derivatives Designated June 30, December 31,
as Hedging Instruments Balance Sheet Location 2013 2012
Interest Rate Swaps Derivative assets $ 3,15¢ $ =
Interest Rate Swaps Derivative liabilities — 1,74¢

The Company has netting arrangements by countgrpéttt respect to its interest rate swaps. Congraci liability position amounting
$0.1 million have been netted against the assedtigosand $0.1 million of assets have been nettgairest contracts in a liability position in 1
accompanying condensed consolidated balance sitebise 30, 2013 and December 31, 2012, respsctivel

The following table presents the impact of the Canyis derivative instruments on the Compangccumulated other comprehen
income (loss) for the six months ended June 303 201 2012, respectively (dollar amounts in thodsgn

Six Months Ended June 30,

Derivatives Designated as Hedging Instruments 2013 2012
Accumulated other comprehensive income (loss) évivdtive instruments:

Balance at beginning of the period $ 1,749 3 (304)
Unrealized gain on interest rate swaps 4,89¢ 172
Balance at end of the period $ 3154 § (132)

The Company estimates that over the next 12 moagmoximately $1.5 million of the net unrealizeddes on the interest rate swaps
be reclassified from accumulated other compreherisicome (loss) into earnings.
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The following table details the impact of the Comya interest rate swaps included in interest egpdor the three and six months ended
June 30, 2013 and 2012, respectively (dollar amsunthousands):

Three Months Ended June 30, Six Months Ended June 30,
2013 2012 2013 2012

Interest Rate Swaps:
Interest expense-investment securities $ 42 $ 64 $ 85¢ $ 192

The Companys interest rate swaps are designated as cash 8dgel against the benchmark interest rate riskcia$sd with its short ter
repurchase agreements. There were no costs incairted inception of our interest rate swaps, unddéch the Company agrees to pay a fixed ra
interest and receive a variable interest rate basezhe month LIBOR, on the notional amount ofititerest rate swaps.

The Company documents its objectives and strateggethey relate to its hedging activities, andrupaotering into hedging transactic
documents the relationship between the hedginguimsint and the hedged liability contemporaneouliy Company assesses, both at inceptior
hedge and on an on-going basis, whether or ndidtige is “highly effective” when using the matchehn basis.

The Company discontinues hedge accounting on gectise basis and recognizes changes in the faievarough earnings when: (i) it
determined that the derivative is no longer effeciin offsetting cash flows of a hedged item (inihg forecasted transactions); (i) it is no lor
probable that the forecasted transaction will ocour(iii) it is determined that designating theridative as a hedge is no longer appropriate.
Company'’s derivative instruments are carried onGbenpanys balance sheets at fair value, as assets, if fdieivalue is positive, or as liabilities,
their fair value is negative. For the Company’'sidive instruments that are designated as “cash Aedges,thanges in their fair value are recor
in accumulated other comprehensive income (logsyiged that the hedges are effective. A changgiinvalue for any ineffective amount of -
Companys derivative instruments would be recognized imiegs. The Company has not recognized any chantieimalue of its existing derivati
instruments designated as cash flow hedges threagtings as a result of ineffectiveness of anysaiedges.

The following table presents information about @@mpanys interest rate swaps as of June 30, 2013 and eredd, 2012, respective
(dollar amounts in thousands):

June 30, 2013 December 31, 2012
Weighted Weighted
Average Average
Notional Fixed Pay Notional Fixed Pay
Amount Interest Rate Amount Interest Rate
Maturity (1)
Within 30 Days $ — —% $ 8,38( 2.9%%
Over 30 days to 3 months — — — —
Over 3 months to 6 months — — — —
Over 6 months to 12 months — = — —
Over 12 months to 24 months — — — —
Over 24 months to 36 months 135,00( 0.4 135,00( 0.4t
Over 36 months to 48 months — — — —
Over 48 months to 60 months 215,00( 0.8 215,00( 0.8<
Total $ 350,00( 0.6¢% $ 358,38 0.74%

(1) The Company enters into interest rate swaygs#retions whereby the Company pays a fixed raietefest and receives one month LIBOR.

Interest Rate Swaps, Futures Contracts and TBR®e-use of derivatives exposes the Company to equantty credit risks in the event ¢
default by a counterparty. If a counterparty defauinder the applicable derivative agreement, thm@any may be unable to collect paymen
which it is entitled under its derivative agreenser@nd may have difficulty collecting the assetslédged as collateral against such derivatives
Company currently has in place with all counteriearbilateral margin agreements requiring a party to polateral to the Company for any valua
deficit. This arrangement is intended to limit tbempany’s exposure to losses in the event of ategoarty default.
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The Company is required to pledge assets unddatitzl margin arrangement, including either casAgency RMBS, as collateral for
interest rate swaps, futures contracts and TBAgselcollateral requirements vary by counterparty @mnge over time based on the market v
notional amount, and remaining term of the agreemerihe event the Company is unable to meet ayimanall under one of its agreements, the
causing an event of default or triggering an etefynination event under one of its agreementsctlmterparty to such agreement may have the c
to terminate all of such counterparty’s outstandirsgnsactions with the Company. In addition, uniiés scenario, any closait amount due to tl
counterparty upon termination of the counterpartyransactions would be immediately payable by @wmmpany pursuant to the applice
agreement. The Company believes it was in comgdiamith all margin requirements under its agreesast of June 30, 2013 and Decembe
2012. The Company had $11.2 million and $19.8 anillof restricted cash related to margin posteditoragreements as of June 30, 2013
December 31, 2012, respectively. The restricteth tetd by third parties is included in receivaldesl other assets in the accompanying cond:
consolidated balance sheets.

9. Financing Arrangements, Portfolidnvestments

The Company has entered into repurchase agreeméthisthird party financial institutions to financiés investment portfolio. Tt
repurchase agreements are shemn borrowings that bear interest rates typichged on a spread to LIBOR, and are secured bsetheities whic
they finance. At June 30, 2013, the Company hadroffase agreements with an outstanding balanc85%.% million and a weighted average inte
rate of 0.56%. As of December 31, 2012, the Compsey repurchase agreements with an outstandingndelef $889.1 million and a weigh
average interest rate of 0.54%. At June 30, 2083D®tember 31, 2012, securities pledged by the @asnps collateral for repurchase agreement
estimated fair values of $926.2 million and $95#nillion, respectively. As of June 30, 2013, therage days to maturity for all repurch
agreements are 23 days. The Compsraccrued interest payable on outstanding repuechgeeements at June 30, 2013 and December 31
amounts to $0.2 million and $0.2 million, respeelyy and is included in accrued expenses and didlgitities on the Compang’ accompanyir
condensed consolidated balance sheets.

The follow table summarizes outstanding repurchegeement borrowings secured by portfolio investses of June 30, 2013 ¢
December 31, 2012, respectively (dollar amountid@usands):

Repurchase Agreements by Counterparty

June 30, December 31,

Counterparty Name 2013 2012

Barclays Capital Inc. $ 92,29¢ $ 114,27¢
Cantor Fitzgerald Securities 21,85¢ 27,83t
Credit Suisse First Boston LLC 86,30 98,91¢
Deutsche Bank Securities Inc. 89,76: 97,76
Jefferies & Company, Inc. 60,101 55,531
JPMorgan Chase Bank, N.A. 130,47 121,15¢
Mizuho Securities USA Inc. 65,75¢ 72,527
Morgan Stanley & Co. LLC 73,86: 81,26
RBC Capital Markets Corporation 31,00: 46,15¢
South Street Securities LLC 110,06 32,71¢
Wells Fargo Bank, N.A. 93,66! 140,98t
Total Financing Arrangements, Portfolio Investments $ 855,150 § 889,13

The following table presents contractual matunitioimation about the Comparsybutstanding repurchase agreements as of Jur9 B¢t
and December 31, 2012 (dollar amounts in thousands)

June 30, December 31,

Contractual Maturity 2013 2012

Overnight $ — % —
Within 30 days 759,75¢ 765,59:
Over 30 days to 90 days 95,39¢ 123,54
Over 90 days — —
Demand — —
Total $ 855,15! $ 889,13«
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The following table presents detailed informatidooat the Companyg’ assets pledged as collateral pursuant to itsoWworgs unde
repurchase agreements as of June 30, 2013 and bec8(n 2012 (dollar amounts in thousands):

June 30, 2013

Outstanding Fair Value of Amortized Cost
Repurchase Collateral Of Collateral
Agreements Pledged Pledged
Agency RMBS
Agency ARMs $ 215,02 $ 227,368 $ 233,23:
Agency Fixed Rate 529,33 557,25¢ 578,41
Agency I10s 89,82: 109,15¢ 122,20t
CMBS 12,781 18,09( 18,43¢
CLOs 8,19( 14,36! 7,81¢
Balance at end of the period $ 855,150 $ 926,23 $ 960,11

December 31, 2012

Outstanding Fair Value of Amortized Cost
Repurchase Collateral Of Collateral
Agreements Pledged Pledged
Agency RMBS
Agency ARMs $ 240,44( $ 253,84: $ 253,28:
Agency Fixed Rate 566,03 597,62( 597,76¢
Agency I10s 74,707 90,25( 100,07¢
CLOs 7,95( 12,94¢ 6,871
Balance at end of the period $ 889,13 $ 954,65t $ 958,001

As of June 30, 2013, the outstanding balance uoderepurchase agreements was funded at an advarecef 92.3% that implies
average haircut of 7.7%. The weighted average ¢h#irelated to our repurchase agreement financingdo®@ency RMBS (excluding Agency 10
Agency I0s, CMBS and CLOs was approximately 5%, 28086 and 35%, respectively, for a total weighteerage “haircut’of 7.7%. The amount
risk for each of the counterparties is as follovBgrclays Capital Inc.: $6.4 million; Cantor Fitzgkel Securities: $6.8 million; Credit Suisse F
Boston LLC: $4.5 million; Deutsche Bank Securitles.: $5.7 million; Jefferies & Company, Inc.: $8nillion; JPMorgan Chase Bank, N.A.: $2
million; Mizuho Securities USA Inc: $1.9 million; dtgan Stanley & Co. LLC: $4.1 million; RBC Capitdiarkets Corporation: $1.3 million; Sot
Street Securities LLC: $5.5 million; and Wells Faug.A.: $5.2 million.

In the event we are unable to obtain sufficientrsterm financing through repurchase agreements anethe, or our lenders start
require additional collateral, we may have to lipie our investment securities at a disadvantagtmes which could result in losses. Any los
resulting from the disposition of our investmentisities in this manner could have a material aslwegffect on our operating results and
profitability.

As of June 30, 2013, the Company had $53.3 millionash and $64.6 million in unencumbered investnsecurities to meet additiol
haircut or market valuation requirements, includd4g.8 million of RMBS, of which $44.3 million asgency RMBS. The $53.3 million of cash,
$46.8 million in RMBS, and the $16.7 million heldavernight deposits in our Agency IO portfoliodlinded in restricted cash that is available to |
margin calls as it relates to our Agency IO poitfalepurchase agreements), which collectively repmé 13.7% of our financing arrangeme
portfolio investments, are liquid and could be mea to pay down or collateralize the liabilityimediately.

10. Financing Arrangements, DistresseRlesidential Mortgage Loans

On June 27, 2013, the Company entered into a rbepsecagreement with Jefferies Mortgage Funding, th@nance a portion of i
distressed residential mortgage loans with a ntstdate of July 26, 2013. At June 30, 2013, theurefpase agreement had an outstanding balai
$40 million and an interest rate of 5.20%. At J&@e 2013, the distressed residential mortgagesigdedged by the Company as collateral fol
repurchase agreement had an unpaid principal lah&82.2 million. In connection with the secwdtiion transaction discussed Note 22, the
Company repaid the borrowing under the repurchgsseanent in full.
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11. Residential Collateralized Debt Qigations

The Company’s Residential CDOs, which are recoateliabilities on the Comparg/balance sheets, are secured by ARM loans pleak
collateral, which are recorded as assets of thepaomn As of June 30, 2013 and December 31, 2022Ctmpany had Residential CDOs outstan
of $171.0 million and $181.0 million, respectivels of June 30, 2013 and December 31, 2012, theemuweighted average interest rate on t
CDOs was 0.58% and 0.59%, respectively. The ResaleddDOs are collateralized by ARM loans with anpipal balance of $179.4 million a
$189.0 million at June 30, 2013 and December 312 2fespectively.

12. Multi-Family Collateralized Debt Mligations

The Company’s Multi-Family CDOs, which represerg tbDOs issued by the ConsolidatedSKries and are recorded as liabilities or
Company'’s balance sheets, are secured by ffanitily mortgage loans pledged as collateral, whiod recorded as assets of the Company. As ol
30, 2013 and December 31, 2012, respectively, theest weighted average interest rate on these OR&3s4.45% and 4.59%. The Mukamily
CDOs are collateralized by mufémily mortgage loans with a carrying value of $6iion and $5.4 billion at June 30, 2013 and Daeber 31, 201:
respectively. The Company had a net investmertiéendonsolidated kSeries of $186.4 million and $123.3 million as ohd 30, 2013 and Decem
31, 2012, respectivelysee Note 7.

13. Securitized Debt

Securitized debt consists of notes issued by tH@2-RB1 Trust, NYMST 2012-1 Trust and NYMT Residah2012RP1 that have be
consolidated by the Company.

Provided in the table below is information regagdithe Compang securitized debt as of June 30, 2013 and Decel®beR01z
respectively (dollar amount in thousands):

June 30, 2013 December 31, 2012
Principal Carrying Principal Carrying
Amount Amount Amount Amount
2012-RS1 Trust $ 35,000 $ 27,06 $ 35,00 $ 26,89
NYMST 201z1 Trust 52,00( 52,00( 52,00( 52,00(
NYMT Residential 201-RP1 38,70( 38,70( 38,70( 38,70(
Total $ 125,700 $ 117,76( $ 125,70C $ 117,59:

In May 2012, the 2012-RS1 Trust, a subsidiary & @ompany, completed a re-securitization of maliirily CMBS. As part of the re-
securitization transaction, the 2012-RS1 Trustddsuotes, which are secured by the multi-family Cntributed to the 2012-RS1 Trust. The multi-
CMBS contributed to the 2012-RS1 Trust are comgrigiethe Company interest in the first loss tranche PO securiiegd certain 10s issued frc
three separate Freddie Mac-sponsored multi-famifyefies securitizations. The 20RE1 Trust issued the Class A Note with a coupdn 88% in th
initial aggregate principal face amount of $35.0ion. The Class A Note was issued at a discouat finovides for a bond equivalent yield of 9.50¢
the purchaser. The Class A Note holder will betleatito receive all distributions of principal aimderest from the multiamily CMBS pledged t
secure the Class A Note until the Class A Noteully fretired, which is expected to occur by Janua@®22. The Company will then receive
remaining cash flow, if any, through its Class Bt&and its retained ownership in the 208341 Trust. The transaction effectively represenitsng
term structured financing of the multi-family CMB®ntributed to the 201RS1 Trust by the Company. The Class A Note is radialle due t
collateral valuation or performance.

In November 2012, the Company’s subsidiary RBCMertt into a CMBS Master Repurchase Agreement witireeyear term for th
purpose of financing certain multi-family CMBS atkralized by multfamily mortgage loans. As part of the CMBS Ma$Repurchase Agreeme
NYMST 201%-1 Trust issued notes pursuant to an indenturestwdiie secured by multi-family CMBS transferreddoMST 2012-1 Trust. The multi-
family CMBS contributed to the NYMST 2012-1 Truseaomprised of the Compamyinterest in the first loss tranche PO securifies, loss floatin:
rate securities and certain 10s issued by four dieedlac-sponsored multi-family K-Series securii@as. The NYMST 2012- Trust notes be
interest that is payable monthly at a per annura egual to oneronth LIBOR plus 6.50%. The notes and the finanainder the CMBS Mast
Repurchase Agreement are scheduled to mature ieriloer 2015, at which time NYMST 2012-1 Trust widlrisfer the multfamily CMBS serving &
collateral back to RBCM in exchange for the repaytmd the outstanding financing under the CMBS Ma®fepurchase Agreement at maturity
NYMST 201z-1 Trust will repay the notes. In connection witle tihansaction, the Company agreed to guarantedudend punctual payment of
RBCM’s obligations under the CMBS Master Repurchageement.
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All income received on the multamily CMBS during the term of the Master Repureh@greement will be applied to pay any p
differential and to reduce the aggregate repurcipaise of the collateral under the Master Repurehagreement. The financing under the Me
Repurchase Agreement is subject to margin calleecextent the market value of the mdigtimily CMBS declines, in which case the Company
be required to either post additional collaterat@wer such decrease or repay a portion of theandig financing in cash.

In December 2012, NYMT Residential LLC, a wholly4oed subsidiary of the Company, completed a sezatitin transaction with a three-
year term for the purpose of financing distressesidential mortgage loans. As part of the seaatibn transaction, NYMT Residential 20RR]
issued a note, which is secured by the distressdential mortgage loans transferred to NYMT Resiil 2012RP1 by the Company. The distres
residential mortgage loans serving as collatenattfe note are comprised of performing, re-perfoigrand to a lesser extent, fixed and adjustediie-
fully-amortizing, interest only and balloon, seasdmortgage loans secured by first liens on orieunfamily properties.

The note bears interest that is payable monthly gér annum rate equal to 4.25% and is schedulathtore in December 2015, at wt
time NYMT Residential 201RP1 will transfer the distressed residential mayegans serving as collateral back to the Companying the first twi
years of the financing (the “Revolving Periodtjo principal payments will be made on the note. @&dkh proceeds generated by the distre
residential mortgage loans and received by NYMTidRegial 2012RP1 during the Revolving Period, after paymentniériest on the notes, rese
amounts and certain other transaction expenselshbavidvailable for the purchase by NYMT ResidenZi@l2RP1 of additional mortgage loans |
satisfy certain eligibility criteria.

There is no guarantee that the Company will recaivecash flow from the 2012-RS1 Trust, NYMST 2a1Zrust and NYMT Residenti
2012-RP1.

14. Subordinated Debentures
The outstanding subordinated debentures as of 3yr2013 and December 31, 2012 were in the amdudomillion.

In March 2005, the Company closed a private placerme$25.0 million of trust preferred securitiesaberna Preferred Funding I, Ltd
pooled investment vehicle. The securities wereeidday NYM Preferred Trust | and are fully guaradtég the Company with respect to distributi
and amounts payable upon liquidation, redemptiorepayment. These securities have a floating isteete equal to thremonth LIBOR plus 3.759
resetting quarterly (4.024% as of June 30, 20134a06% as of December 31, 2012). The securitiesimadn March 2035 and may be called at pe
the Company any time after March 2010. The prefesteck of NYM Preferred Trust | has been clasdifis subordinated debentures in the liat
section of the Company’s accompanying condensesiotidated balance sheets.

In September 2005, the Company closed a privateplant of $20.0 million of trust preferred secestto Taberna Preferred Funding
Ltd., a pooled investment vehicle. The securitiesenissued by NYM Preferred Trust 1l and are figlyaranteed by the Company with respe
distributions and amounts payable upon liquidatiedemption or repayment. These securities hadeal finterest rate equal to 8.35% up to
including July 2010, at which point the interesteraas converted to a floating rate equal to ttmesth LIBOR plus 3.95% until maturity (4.226%
of June 30, 2013 and 4.26% as of December 31, 200f®) securities mature in October 2035 and magalied at par by the Company any time
October 2010. The preferred stock of NYM Preferfedst |l has been classified as subordinated debestin the liability section of the Compasy’
accompanying condensed consolidated balance sheets.

As of August 8, 2013, the Company has not beerfi@dtiand is not aware, of any event of defaultarritie covenants for the subordin
debentures.

15. Commitments and Contingencies

Loans Sold to Third Parties Fhe Company sold its mortgage lending business amchl 2007. In the normal course of business
Company is obligated to repurchase loans basedidatiens of representations and warranties inltdan sale agreements. The Company dic
repurchase any loans during the six months endee 30, 2013.

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

30, 2013, the Company does not believe that aiitg @aurrent legal proceedings, individually or iretaggregate, will have a material adverse effa
the Company’s operations, financial condition atcéows.
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16. Fair Value of Financial Instrumerg

The Company has established and documented predessgetermining fair values. Fair value is bagedn quoted market prices, wh
available. If listed prices or quotes are not Ede, then fair value is based upon internallyedleped models that primarily use inputs that areketa
based or independently-sourced market parametetading interest rate yield curves.

A financial instrumeng categorization within the valuation hierarchyb&sed upon the lowest level of input that is sigaift to the fai
value measurement. The three levels of valuatieraichy are defined as follows:

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

Level 2- inputs to the valuation methodology include quopeides for similar assets and liabilities in actimarkets, and inputs that .
observable for the asset or liability, either dikgor indirectly, for substantially the full terof the financial instrument.

Level 3- inputs to the valuation methodology are unobdaesand significant to the fair value measurement.

The following describes the valuation methodologissd for the Compang’financial instruments measured at fair valueyweh as thi
general classification of such instruments purst@ithe valuation hierarchy.

a. Investment Securities Available for Sale (RM - Fair value for the RMBS in our portfolio are valuading a thirdearty pricing
service or are based on quoted prices providecebieds who make markets in similar financial instemts. The dealers will incorpor
common market pricing methods, including a spreadsurement to the Treasury curve or interest vea surve as well as underlyi
characteristics of the particular security inclgdooupon, periodic and life caps, collateral tyjage reset period and seasoning or a
the security. If quoted prices for a security ace reasonably available from a dealer, the secwvitybe reclassified as a Level
security and, as a result, management will detegrtiie fair value based on characteristics os#wurity that the Company receives fi
the issuer and based on available market informafidanagement reviews all prices used in deterrginialuation to ensure th
represent current market conditions. This reviesluides surveying similar market transactions, caispas to interest pricing models
well as offerings of like securities by dealerseT®ompany's investment securities that are compas&MBS are valued based uj
readily observable market parameters and are fiabsis Level 2 fair values.

b. Investment Securities Available for Sale Held inu8iéization Trust (CMB$- As the Company CMBS investments are compriset
securities for which there are not substantiallyilsir securities that trade frequently, the Compelagsifies these securities as Lev
fair values. Fair value of the CompasyCMBS investments is based on an internal valnatiodel that considers expected cash f
from the underlying loans and yields required byrketparticipants. The significant unobservableuispused in the measuremen
these investments are projected losses of cedaintified loans within the pool of loans and a disut rate. The discount rate use
determining fair value incorporates default ratessl severity and current market interest rates. dimount rate ranges from 4.3%
17.5%. Significant increases or decreases in timgaas would result in a significantly lower or higr fair value measurement. We
obtain quoted prices provided by dealers who ma&kets in similar financial instruments.

C. Multi-Family Loans Held in Securitization Trusts Multi-family loans held in securitization trusts are melea at fair value ar
classified as Level 3 fair values. Fair value isdzhon an internal valuation model that considepgeted cash flows from the underly
loans and yields required by market participantse Significant unobservable inputs used in the omeasent of these investments
discount rates. The discount rate used in detenmifair value incorporates default rate, loss sgvand current market interest ra
The discount rate ranges from 3.1% to 6.2%ignificant increases or decreases in these inpotdd result in a significantly lower
higher fair value measurement. We also obtain glpties provided by dealers who make marketsnilai financial instruments.

d. Investment Securities Available for Sale (Cl — The fair value of the CLO notes are valued usirbi@-party pricing service or a

based on quoted prices provided by dealers who mmekkets in similar financial instruments. The Qamy classifies these securi
as Level 2 fair values.
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e. Derivative Instrument— The fair value of interest rate swaps, swaptiopsipas and TBAs are based on dealer quotes. Thedhie
of futures are based on exchange-traded pricesCbhgpany’s derivatives are classified as Level Leyrel 2 fair values.

f.  Multi-Family CDOs -The fair value of Multi-Family CDOs is based on trastual cash payments and yields expected by marke
participants. We also obtain quoted market pricesiged by dealers who make markets in similar sges.

The Company does not have any claims to the agstitsr than the security represented by our fivss Ipiece) or obligations for 1
liabilities of the Consolidated K-Series. We halected the fair value option for both mulimily loans held in securitization trusts and théatec
multi-family CDOs. The net fair value of our ingesent in the Consolidated Beries which represents the difference betweerdying values ¢
multi-family loans held in securitization trustssethe carrying value of multi-family CDOs approat®s the fair value of our underlying securities.

The following table presents the Companyinancial instruments measured at fair value aeaurring basis as of June 30, 2013
December 31, 2012, respectively, on the Compargcsrapanying condensed consolidated balance shiedfgr(amounts in thousands):

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

Investment securities available for sale held gusézation trust:

CMBS
Multi-family loans held in securitization trusts
Derivative assets:

Interest rate swaps

TBA securities

Options on U.S. Treasury futures

U.S. Treasury futures

Interest rate swap futures

Swaptions

Total

Liabilities carried at fair value:
Multi-family collateralized debt obligations
Derivative liabilities:
Eurodollar futures
Total

Measured at Fair Value on a Recurring Basis
at June 30, 2013

Level 1 Level 2 Level 3 Total
$ — % 938,04: $ — 3 938,04
— 2,58¢ — 2,58:
— 32,11¢ — 32,11¢
— — 82,62¢ 82,62¢
— — 6,760,39! 6,760,39!
— 3,15¢ — 3,15¢
— 233,17: — 233,17:
— 5 — 5
7,092 — — 7,092
344 — — 344
— 1,767 — 1,767
$ 7,43¢ $ 1,210,84. $ 6,843,010 $ 8,061,291
$ — — $ 6,574,00. $ 6,574,00:.
1,86( — — 1,86(
$ 1,86( $ —  $ 6,574,00. $ 6,575,86.
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Measured at Fair Value on a Recurring Basis
at December 31, 2012

Level 1 Level 2 Level 3 Total
Assets carried at fair value:
Investment securities available for sale:

Agency RMBS $ — $ 100123 $ — $ 1,001,23

Non-Agency RMBS — 2,681 — 2,681

CLOs — 30,78¢ — 30,78¢
Investment securities available for sale held tusi&zation trust:

CMBS — — 71,15¢ 71,15¢
Multi-family loans held in securitization trusts — — 5,442,901 5,442,901
Derivative assets:

TBA securities — 244,78¢ — 244,78t

Options on U.S. Treasury futures — 59 — 59

U.S. Treasury Futures 67€ — — 67€

Interest rate swap futures — — 8

Swaptions — 597 — 597

Total $ 684 $ 1,280,151 $ 551406 $ 6,794,90!
Liabilities carried at fair value:
Multi-family collateralized debt obligations $ — % — $ 5319570 $ 5,319,57
Derivative liabilities:
Interest rate swaps — 1,74¢ — 1,744
Eurodollar futures 3,79¢ — — 3,79¢
Total $ 3,79t 1,74¢ $ 531957. $ 5,32511!
The following table details changes in valuationtfee Level 3 assets for the six months ended 30n2013 and 2012, respectively
(amounts in thousands):
Level 3 Assets:
Six Months Ended June 30,
2013 2012
Balance at beginning of period $ 5,514,06! $ 41,18t
Total losses and gains (unrealized)
Included in earning® (350,68() 55,54
Included in other comprehensive income 8,63¢ 1,01¢
Purchases 1,700,86! 2,668,98.
Paydowns (29,87)) (8,417
Transfers®@ = 1,118,04:
Balance at the end of period $ 6,843,010 $ 3,876,35!

() Amounts included in interest income and unrealigaih.

(@ Based on a number of factors, we determined thatvare the primary beneficiary of a eries securitization as of January 4, 2012 ane
consolidated its assets, liabilities, interest mecand expense in our accompanying condensed adatsol financial statements.
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The following table details changes in valuationtfee Level 3 liabilities for the six months endkde 30, 2013 and 2012, respectively
(amounts in thousands):

Level 3 Liabilities:

Six Months Ended June 30,

2013 2012

Balance at beginning of period $ 5319,57. $ —
Total losses and gains (unrealized)

Included in earning® (375,33) 48,79:

Included in other comprehensive income — —
Purchases 1,659,63! 2,609,85.
Paydowns (29,867) (8,417)
Transfers(®) — 1,117,89
Balance at the end of period $ 6,574,00: $ 3,768,111

(1) Amounts included in interest expense and unrealizeql.
(@ Based on a number of factors, we determined thaitvare the primary beneficiary of a eries securitization as of January 4, 2012 ane
consolidated its assets, liabilities, interest mecand expense in our accompanying condensed adatsol financial statements.

Any changes to the valuation methodology are regtelsy management to ensure the changes are ateopfis markets and produ
develop and the pricing for certain products becomere transparent, the Company continues to réfinealuation methodologies. The meth
described above may produce a fair value calculdtiat may not be indicative of net realizable eatu reflective of future fair values. Furtherm
while the Company believes its valuation method@sagppropriate and consistent with other marketigpaints, the use of different methodologies
assumptions, to determine the fair value of cerfeiancial instruments could result in a differessttimate of fair value at the reporting date.
Company uses inputs that are current as of eadhtieg date, which may include periods of markedatiation, during which time price transpare
may be reduced. This condition could cause theg2amyis financial instruments to be reclassifiedrrbevel 2 to Level 3 in future periods.

The following table presents assets measuredratdhie on a non-recurring basis as of June 303 20l December 31, 2012, respectively,
on the accompanying condensed consolidated batdmeets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas
at June 30, 2013

Level 1 Level 2 Level 3 Total
Residential mortgage loans held in securitizatiasts — impaired loans (net $ — 3 — 8 6,581 $ 6,581
Real estate owned held in residential securitindtiosts — — 43¢ 43¢
Distressed residential mortgage loans held in g#ation trust - impaired
loans (net) — — 191 191
Assets Measured at Fair Value on a Non-Recurring Bas
at December 31, 2012
Level 1 Level 2 Level 3 Total
Residential mortgage loans held in securitizatiasts — impaired loans (net $ — 8 — % 5,05¢ $ 5,05¢
Real estate owned held in residential securitipatiosts — — 732 732
Distressed residential mortgage loans held in g#zation trust - impaired
loans (net) — — — —
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The following table presents gains (losses) irenifior assets measured at fair value on areourring basis for the three and six mo
ended June 30, 2013 and 2012, respectively, orCtmpanys accompanying condensed consolidated statemerdpesétions (dollar amounts
thousands):

Three Months Ended June 30, Six Months Ended June 30,

2013 2012 2013 2012
Residential mortgage loans held in securitizatiasts — impaired loans (net $ (248 $ B9 $ (528 $ (299)
Real estate owned held in residential securitindtiosts (7 30 (10 10
Distressed residential mortgage loans held in g&zation trust (net) (12¢) — (22¢) =

Residential Mortgage Loans Held in Securitizatiorusts — Impaired Loans (net) knpaired residential mortgage loans held in
securitization trusts are recorded at amortized less specific loan loss reserves. Impaired loalineris based on managemsngstimate of the r
realizable value taking into consideration localrkea conditions of the distressed property, updategraisal values of the property and estirr
expenses required to remediate the impaired loan.

Real Estate Owned Held in Residential Securitiraliousts —-Real estate owned held in the residential secatitin trusts are recordec
net realizable value. Any subsequent adjustmentresilt in the reduction in carrying value wittethorresponding amount charged to earnings
realizable value based on an estimate of dispekald into consideration local market conditiongha# distressed property, updated appraisal vaif
the property and estimated expenses requiredItthegbroperty.

Distressed Residential Mortgage Loans Held in Séeation Trust — Impaired Loans (net)lmpaired distressed residential mortgage |
held in the securitization trust are recorded abriized cost less specific loan loss reserves. lragdoan value is based on managengastimate ¢
the net realizable value taking into consideratiocal market conditions of the distressed propeuydated appraisal values of the property
estimated expenses required to remediate the iatphian.
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The following table presents the carrying value astimated fair value of the Company’s financiatioments as of June 30, 2013 and
December 31, 2012, respectively (dollar amountid@usands):

June 30, 2013 December 31, 2012
Fair Value Carrying Estimated Carrying Estimated
Hierarchy Level Value Fair Value Value Fair Value

Financial Assets:
Cash and cash equivalents Level 1 $ 53267 $ 53,267 $ 31,777 $ 31,777
Investment securities available for sale Level 2 972,74 972,74 1,034,71. 1,034,71
Investment securities available for sale, at falue held ir

securitization trust Level 3 82,62¢ 82,62¢ 71,15¢ 71,15¢
Residential mortgage loans held in securitizatiasts
(net) Level 3 177,18( 161,65: 187,22¢ 165,91¢
Distressed residential mortgage loans held in #&zation
trust (net) Level 3 58,21 69,82: 60,45¢ 60,45¢
Distressed residential mortgage loans Level 3 131,68: 125,31 — —
Multi-family loans held in securitization trusts Level 3 6,760,39! 6,760,39! 5,442,901 5,442,901
Derivative assets Level 1 or 2 245,53 245,53! 246,12¢ 246,12¢
Mortgage loans held for sale (net) Level 3 2,50z 2,57¢ 2,831 2,83
Mortgage loans held for investment Level 3 3,76( 3,76( 1,77¢ 1,77¢
Financial Liabilities:
Financing arrangements, portfolio investments Level 2 $ 855,15. $ 855,15 $ 889,13: $ 889,13:
Financing arrangements, distressed residentialgaget

loans Level 2 40,00( 40,00( — —
Residential collateralized debt obligations Level 3 171,04 156,60¢ 180,97¢ 160,50t
Multi-family collateralized debt obligations Level 3 6,574,00: 6,574,00: 5,319,57: 5,319,57:
Securitized debt Level 3 117,76( 120,72¢ 117,59: 118,40:
Derivative liabilities Level 1 1,86( 1,86( 5,54 5,54:
Payable for securities purchased Level 1 238,44( 238,44( 245,93: 245,93:
Subordinated debentures Level 3 45,00( 38,16¢ 45,00( 34,10¢

In addition to the methodology to determine the failue of the Compang’financial assets and liabilities reported at faitue on
recurring basis and namcurring basis, as previously described, the fahg methods and assumptions were used by the Qomipaarriving at th
fair value of the Company'’s other financial instemts in the preceding table:

a. Cash and cash equivalentskEstimated fair value approximates the carrying #afisuch assets.
b. Residential mortgage loans held in securitizatiarsts (net— Residential mortgage loans held in the securitiratiusts are recorded
amortized cost. Fair value is estimated using pgichodels and taking into consideration the agdesbeharacteristics of groups of lo

such as, but not limited to, collateral type, indieterest rate, margin, length of fixedte period, life cap, periodic cap, underwri
standards, age and credit estimated using theastihmarket prices for similar types of loans.

C. Distressed residential mortgage loans held in siization trust (net) and distressed residentialrtgage loan— Fair value is estimat:
using pricing models taking into consideration eutrinterest rates, loan amount, payment statuspaoperty type, and forecasts
future interest rates, home prices and propertyeslprepayment speeds, default and loss severities

d. Financing arrangement- The fair value of these financing arrangements @pprates cost as they are short term in natureganérall
mature in 30 days.

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

f. Securitized debt The fair value of securitized debt is based sealinted cash flows using management’s estimatadoket yields.
g. Payable for securities purchas— Estimated fair value approximates the carrying ®atisuch liabilities.
h. Subordinated debentures Fhe fair value of these subordinated debenturesaged on discounted cash flows using management

estimate for market yields.
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17. Common Stock and Earnings per Shar

The Company had 400,000,000 authorized sharesnoinom stock, par value $0.01 per share, with 6378%and 49,575,331 shares iss
and outstanding as of June 30, 2013 and Decemhe2(3P, respectively. The Company issued 14,17988P3,431,101 shares of common s
during the six months ended June 30, 2013 and 2@%Rectively. Of the common stock authorized aeJ80, 2013 and December 31, 2012, 99t
shares and 1,094,414 shares, respectively, wezevsgsfor issuance under the Company’s 2010 Stowdnitive Plan.

The following table presents cash dividends dedldrg the Company on its common stock with respeatach of the quarterly peric
commencing January 1, 2012 and ended June 30, 2013:

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share
Second Quarter 2013 June 18, 2013 June 28, 2013 July 25, 2013 $ 0.27
First Quarter 2013 March 18, 2013 March 28, 2013 April 25, 2013 0.27
Fourth Quarter 2012 December 14, 2012 December 24, 2012 January 25, 2013 0.27
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

On June 11, 2012, we entered into an equity digiob agreement with JMP Securities LLC (“*JMRY the placement agent, pursual
which we may sell up to $25,000,000 of shares efommmon stock from time to time through JMP. Weéhao obligation to sell any of the she
under the equity distribution agreement and magngt time suspend solicitations and offers underetipgity distribution agreement. As of June
2013, we have issued 480,014 shares under theyedjsttibution agreement resulting in total netqaeds to the Company of $3.5 million, a
deducting the placement fees.

On May 3, 2013, we closed on the issuance of 13080@0shares of common stock resulting in totalpreteeds of approximately $9
million, after deducting for offering expenses plalgaby the Company.

The Company calculates basic net income per shadéviing net income attributable to common staalklers for the period by weighted-
average shares of common stock outstanding forpiwadd. Diluted net income per share takes intmant the effect of dilutive instruments, sucl
convertible preferred stock, stock options and steerestricted or performance stock, but useavkeage share price for the period in determirtig
number of incremental shares that are to be add#wtweightedwverage number of shares outstanding. There weddutive instruments for the ¢
months ended June 30, 2013 and 2012.

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

For the Three Months Ended For the Six Months Ended
June 30, June 30,
2013 2012 2013 2012
Numerator :
Net income attributable to common stockhol— Basic $ 11,23¢  $ 5137 $ 26,62. $ 10,97¢
Net income attributable to common stockholc— Dilutive $ 11,23¢ $ 5137 $ 26,62 $ 10,97¢
Denominator:
Weighted average basic shares outstanding 58,95¢ 15,26: 54,31 14,63(
Weighted average dilutive shares outstanding 58,95¢ 15,26: 54,31: 14,63(
EPS:
Basic EPS $ 0.1¢ % 032 $ 0.4¢ 3 0.7t
Dilutive EPS $ 0.1¢ $ 032 $ 0.4¢ 3 0.7t

39




18. Preferred Stock

The Company had 200,000,000 authorized shareséérped stock, par value $0.01 per share, withB@I®D shares issued and outstan
as of June 30, 2013. There was no preferred stotstamding at December 31, 2012. During the sixthmended June 30, 2013, the Company is
3,000,000 shares of 7.75% Series B Cumulative Redble Preferred Stock (“Series B Preferred Stookijh a par value of $0.01 per share ai
liquidation preference of $25.00 per share, 3,480,6hares authorized, in an underwritten publieraffy, for net proceeds of approximately $
million, after deducting underwriting discounts aoftering expenses. The Series B Preferred Stoektitled to receive a dividend at a rate of %
per year on the $25.00 liquidation preference ansknior to the common stock with respect to distibns upon liquidation, dissolution or wind
up. The Series B Preferred Stock generally doésianee any voting rights, subject to an exceptiothe event the Company fails to pay dividend
such stock for six or more quarterly periods (wketbr not consecutive). Under such circumstanitesSeries B Preferred Stock will be entitle
vote to elect two additional directors to the Compa Board of Directors (the “BoardYlesignating the Series B Preferred Stock untiluaaic
dividends have been paid or declared and set &gggsayment. In addition, certain material anderde changes to the terms of the Series B Pre
Stock cannot be made without the affirmative vdtealders of at least two-thirds of the outstandéhgres of Series B Preferred Stock.

The Series B Preferred Stock is not redeemabléadyCompany prior to June 4, 2018, except undeuristances intended to preserve
Companys qualification as a REIT and except upon the aetwe of a Change of Control (as defined in thécked Supplementary designating
Series B Preferred Stock). On and after June 48,20k Company may, at its option, redeem the S&i€referred Stock, in whole or in part, at
time or from time to time, for cash at a redemptoice equal to $25.00 per share, plus any accusuiknd unpaid dividends.

In addition, upon the occurrence of a Change oft@grthe Company may, at its option, redeem th#eSd Preferred Stock, in whole ol
part, within 120 days after the first date on whaith Change of Control occurred, for cash at amgdion price of $25.00 per share, plus
accumulated and unpaid dividends.

The Series B Preferred Stock has no stated matigitot subject to any sinking fund or mandat@gemption and will remain outstand
indefinitely unless repurchased or redeemed byCtimpany or converted into the Compangbmmon stock in connection with a Change of @t
by the holders of the Series B Preferred Stock.

Upon the occurrence of a Change of Control, eatten@f Series B Preferred Stock will have the riginless the Company has exerc
its right to redeem the Series B Preferred Stazkonvert some or all of the Series B Preferre@iSteeld by such holder into a number of sharesuc
common stock per share of Series B Preferred Stetd&rmined by a formula, in each case, on the tamdssubject to the conditions described ir
Articles Supplementary .

On June 18, 2013, the Board declared a Series #8rR¥d Stock cash dividend of $0.22066 per sharBesfes B Preferred Stock for
partial quarterly period that began on June 4, 2&xidends on July 14, 2013. This dividend was paiduly 15, 2013 to holders of record of Seri
Preferred Stock as of July 1, 2013.

19. Income Taxes

At June 30, 2013, one of the Companwholly owned TRS had approximately $59 millionnaft operating loss carryforwards which
Company does not expect to be able to utilize feepffuture taxable income, other than taxable nimearising from certain “built in gainsin its
CLOs. The carryforwards will expire between 202btigh 2028. The Internal Revenue Code places pditaitations on the annual amount of
operating loss carryforwards that can be utilifezkitain changes in the Compasywnership occur. The Company determined duririd 20at it ha
undergone ownership changes within the meaningntgriial Revenue Code Section 382 that the Compeafigves will substantially elimina
utilization of these net operating loss carryfordgato offset future taxable income. In generad dompany incurs an ownership change under S
382, the company's ability to utilize a NOL carmyfiard to offset its taxable income becomes limii@a@ certain amount per year. The Compan)
recorded a full valuation allowance against itseedefd tax assets at June 30, 2013 as managemamaloeelieve that it is more likely than not tha
deferred tax assets will be realized.

The Company files income tax returns with the UeBleral government and various state and locadisiions. The Company is no lon
subject to tax examinations by tax authoritiesyfears prior to 2009. The Company has assessedxifgasitions for all open years, which inclu
2009 to 2012 and concluded that there are no rahtercertainties to be recognized.

During the periods ended June 30, 2013 and Jun@®, the Companyg’ TRSs recorded approximately $0.2 million and $iBion,

respectively of income tax expense. The Compaegtimated taxable income differs from the fedstatutory rate as a result of state and localst
non-taxable REIT income and a valuation allowance.
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20. Stock Incentive Plan

In May 2010, the Company’s stockholders approved@ompany’s 2010 Stock Incentive Plan (the “201&nP| with such stockhold:
action resulting in the termination of the Compan3005 Stock Incentive Plan (the “2005 Plaihe terms of the 2010 Plan are substantially thee
as the 2005 Plan. At June 30, 2013, there ar&/84Bares of unvested restricted stock outstandidgr the 2010 Plan.

Pursuant to the 2010 Plan, eligible employeescef§ and directors of the Company have the oppiyttonacquire the Company's comn
stock through the award of restricted stock an@moéquity awards under the 2010 Plan. The maximumber of shares that may be issued unde
2010 Plan is 1,190,000.

During the three and six months ended June 30,,20&3Company recognized neash compensation expense of approximately $6
and $100,000, respectively. During the three amdnsdnths ended June 30, 2012, the Company recajmpacash compensation expense
approximately $20,000 and $32,000, respectivelyidends are paid on all restricted stock issuedsthdr those shares have vested or not. In ge
non-vested restricted stock is forfeited upon t@pient's termination of employment.

A summary of the activity of the Company's nasted restricted stock under the 2010 Plan forsthenonths ended June 30, 2013
2012, respectively, are presented below:

2013 2012

Weighted Weighted

Number of Average Per Number of Average Per
Non-vested Share Non-vested Share

Restricted Grant Date Restricted Grant Date
Shares Fair Value Shares Fair Value @
Non-vested shares at January 1 31,58( $ 6.5¢ 14,08: $ 7.1C
Granted 75,38¢ 7.1% 22,19: 6.3¢
Vested (12,09 6.65 (4,695 7.1C
Non-vested shares as of June 30 94,87: $ 7.01 31580 $ 6.5¢
Weighted-average fair value of restricted stocktgd during the period 75,38 $ 7.1¢ 22,197 $ 6.3¢

(M The grant date fair value of restricted stock awasthased on the closing market price of the Cayijpacommon stock at the grant date.

At June 30, 2013 and 2012, the Company had unrézegjicompensation expense of $0.6 million and $#ilRon, respectively, related
the nonvested shares of restricted common stock undeP®i® Plan. The unrecognized compensation expendenat 30, 2013 is expected tc
recognized over a weighted average period of 2asyd he total fair value of restricted shareseasturing the six months ended June 30, 201.
2012 was approximately $86,000 and $33,000, reisedet The requisite service period for restricthres at issuance is three years.

21. Related Party Transactions

Management Agreements

On April 5, 2011, the Company entered into a mamege agreement with RiverBanc LLC (“RiverBancfyrsuant to which RiverBa
provides investment management services to the @oynpgOn March 13, 2013, the Company entered int@apended and restated managel
agreement with RiverBanc (as amended, the “RivecBBllmanagement Agreement’Jhe RiverBanc Management Agreement replaces tha

management agreement between RiverBanc and the &gymgated as of April 5, 2011. The amended anidhtexs agreement has an effective da
January 1, 2013 and has a term that will expir®ecember 31, 2014, subject to automatic annualyeaerenewals thereof.
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Under the terms of RiverBargbperating agreement, we may acquire up to 17 H#tedimited liability company interests of RiveaBc
upon satisfying certain funding thresholds. As wfiel 30, 2013 and December 31, 2012, the Compangdwarl?7.5% and 15% membership inte
respectively in RiverBanc.

For the three and six months ended June 30, 2013,Company expensed $0.7 million and $1.3 millionfées to RiverBan
respectively. For the three and six months endete B0, 2012, the Company expensed $0.2 million $®m@& million in fees to RiverBar
respectively. As of June 30, 2013 and DecembefB312, the Company had fees payable to RiverBaigOaf million and $0.1 million, respective
included in accrued expenses and other liabilities.

22. Subsequent Events

On July 12, 2013, the Company, through a wholly edveubsidiary, effected a securitization transactiith an initial term of three yea
The transaction involved the financing of certaistréssed residential mortgage loans with an agdgeegnpaid principal balance of approxima
$125.8 million, including performing, re-performiamd, to a lesser extent npetforming, fixed and adjustable rate, fully anzrtg, interest only ar
balloon, seasoned mortgage loans secured byiéirst bn one—to-four family properties.

The transaction involved the issuance of Class £e8land Class M Notes pursuant to an indenture Cldies A Notes were privately plac
with a qualified institutional buyer resulting imogs proceeds of approximately $75.3 million, amel Company retained the subordinated Cla
Notes with an initial principal amount of approxitely $12.5 million. The Class A Notes bear interaist per annum rate equal to 4.25% pay
monthly and are scheduled to mature in July 20téhéch time the Company may redeem the Class Aedlot retain them as outstanding, althout
an increased per annum interest rate.
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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@,0n future filings with the Securities and ExcgarCommission, or SEC, or in press rele
or other written or oral communications, statememitsch are not historical in nature, including taasontaining words such as “believe,” “expect,”
“anticipate,” “estimate,” “plan,” “continue,” “inted,” “should,” “would,” “could,” “goal,” “objective” “will,” “may” or similar expressions,
intended to identify “forward-looking statementsithin the meaning of Section 27A of the Securitdet of 1933, as amended, or Securities Act,
Section 21E of the Securities Exchange Act of 12®34amended, or Exchange Act, and, as such, malveéiknown and unknown risks, uncertain
and assumptions.

" ow ” o«

Forwardiooking statements are based on our beliefs, assumpand expectations of our future performane&jng into account &
information currently available to us. These baliefssumptions and expectations are subject te &isll uncertainties and can change as a re:
many possible events or factors, not all of whighlkanown to us. If a change occurs, our businé@sané€ial condition, liquidity and results of opéoat
may vary materially from those expressed in ouwénd{ooking statements. The following factors are exEmpf those that could cause actual re
to vary from our forwardeoking statements: changes in interest rates lendniarket value of our securities, changes in tegleads, the impact of 1
downgrade of the lontgerm credit ratings of the U.S., Fannie Mae, Freddac, and Ginnie Mae; market volatility; changeshie prepayment rates
the mortgage loans underlying our investment seesriincreased rates of default and/or decreaszml/ery rates on our assets; our ability to borta
finance our assets; changes in government laws|atgns or policies affecting our business, inahgdactions taken by the U.S. Federal Reservt
the U.S. Treasury; our ability to maintain our dfieation as a REIT for federal tax purposes; ohility to maintain our exemption from registrat
under the Investment Company Act of 1940, as antended risks associated with investing in real testssets, including changes in busi
conditions and the general economy. These and a#fier, uncertainties and factors, including tts& factors described in this report and in Patem
1A - “Risk Factors” of our Annual Report on Form-K(for the year ended December 31, 2012 and inQuarterly Report on Form 1Q-for the
quarters ended March 31, 2013 and June 30, 201&sgbdated by our subsequent filings with the SE@er the Exchange Act, could cause
actual results to differ materially from those ied in any forward-looking statements we makéfdklvarddooking statements speak only as of
date on which they are made. New risks and unceigaiarise over time and it is not possible taljtethose events or how they may affect us. B>
as required by law, we are not obligated to, andndbintend to, update or revise any forwévdking statements, whether as a result of
information, future events or otherwise.

Defined Terms

In this Quarterly Report on Form 10-Q we refer teWNYork Mortgage Trust, Inc., together with its solidated subsidiaries, as “we,” “us,”
“Company,” or “our,” unless we specifically statetlrerwise or the context indicates otherwise. Werred our whollyowned taxable RE
subsidiaries as “TRSs” and our wholly-owned quelifiREIT subsidiaries as “QRSdri addition, the following defines certain of thentmonly use
terms in this report: “RMBS” refers to residentialdjustable-rate, hybrid adjustable-rate, fixete, interest only and inverse interest only
principal only mortgag-backed securities; “Agency RMB®fers to RMBS representing interests in or obligad backed by pools of mortgage lo
issued or guaranteed by a federally chartered coapion (“GSE”), such as the Federal National Mortga Association (“Fannie Mae"pr the
Federal Home Loan Mortgage Corporatiof'Freddie Mac”), or an agency of the U.S. government, such as theei®@ment National Mortgay
Association “Ginnie Mae”); “non-Agency RMBS” refers to RMBS Head by prime jumbo and Alternative A-paper (“AltyAhortgage loans; “10s”
refers collectively to interest only and inverstemest only mortgageacked securities that represent the right to titerest component of the cash 1
from a pool of mortgage loan“Agency 10" refers to an 10 that represents the right to thieiast component of cash flow from a pool of restid¢
mortgage loans issued or guaranteed by a GSE, aagency of the U.S. government; “POs” refers to tgagebacked securities that represent
right to the principal component of the cash flsanf a pool of mortgage loans; “ARMSs” refers to adfable-rate residential mortgage loangyrime
ARM loan” refers to prime credit quality residential ARMdos (“prime ARM loans”) held in securitization trgs “distressed residential loans”
refers to pools of performing, re-performing andatdesser extent non-performing, fixed-rate anduatdjble-rate, fully amortizing, interestily anc
balloon, seasoned mortgage loans secured by fesslon one- to four-family properties; “CMBS” regeto commercial mortgagleacked securitie
comprised of commercial mortgage pdisssugh securities, as well as 10 or PO securitieat represent the right to a specific componerthefcas
flow from a pool of commercial mortgage loar'multi-family CMBS” refers to CMBS backed by comugial mortgage loans on multamily
properties;“CLO” refers to collateralized loan obligations; ah“CDO” refers to collateralized debt obligations.
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General

We are a real estate investment trust, or REIT,féderal income tax purposes, in the business qfiieng, investing in, financing al
managing primarily mortgageslated assets and, to a lesser extent, finansgdts. Our objective is to manage a portfolio ekgtments that w
deliver stable distributions to our stockholdergrodiverse economic conditions. We intend to achithis objective through a combination of
interest margin and net realized capital gains fraum investment portfolio. Our portfolio includeertain credit sensitive assets and investn
sourced from distressed markets in recent yeatsdieate the potential for capital gains, as wslinaore traditional types of mortgagsatec
investments that generate interest income.

We have endeavored to build in recent years a sifienl investment portfolio that includes elemesitinterest rate and credit risk. We beli
a portfolio diversified among interest rate andddreisks is best suited to delivering stable célslws over various economic cycles. Under
investment strategy, our targeted assets curremtlyde Agency ARMs, Agency fixed-rate RMBS, Agen®s, multifamily CMBS, direct financin
to owners of multfamily properties generally through mezzanine arefgored equity investments, and residential maggans, including loa
sourced from distressed markets. Subject to maingaiour qualification as a REIT, we also may oppoistically acquire and manage various ¢
types of mortgageelated assets and financial assets that we beli/eompensate us appropriately for the risksoaigged with them, includin
without limitation, nonAgency RMBS (which may include I0Os and POs), celalized mortgage obligations and securities isfiyedewly originate
residential securitizations, including credit sémsisecurities from these securitizations. Iniadid, we will continue to seek new areas of oppoitly
in the residential space, including mortgage sergicights which may complement our Agency |0 &gyt

We strive to maintain and achieve a balanced angfst funding mix to finance our assets and opmratiTo this end, we rely primarily ol
combination of shorterm borrowings, such as repurchase agreementstevitis typically of 30 days, and longer term stetl financings, such
securitization and re-securitization transactiovith terms longer than one year.

We internally manage a certain portion of our pwitf including Agency ARMs, fixed-rate Agency RMBBonAgency RMBS, CLOs ar
certain residential mortgage loans held in seaatitbn trusts. In addition, as part of our investingtrategy, we also contract with certain exte
investment managers to manage specific asset tgpgsted by us. We are a party to separate investmanagement agreements with The Mid
Group, LP (“Midway”), RiverBanc, LLC (“RiverBanc’and Headlands Asset Management LLC (“Headlandgit)) Midway providing investme!
management services with respect to our investmien#sgency 10s, RiverBanc providing investment mgemaent services with respect to
investments in multi-family CMBS and certain comumial real estateelated debt investments, and Headlands providivgstment managem
services with respect to our investments in centlistressed residential mortgage loans. Prior t220e were also a party to an advisory agree
with Harvest Capital Strategies LLC (“HCS"), whialas terminated effective December 31, 2011.

Key Second Quarter 2013 Developments
Public Offering of Common Stock

On April 29, 2013, we entered into an underwritagyeement whereby the underwriters agreed to psechd,600,000 shares of our comi
stock from us at a price of $6.96 per share. On Blag013, we closed on the issuance of 13,600,6@6s of common stock to the underwrit
resulting in net proceeds of approximately $94.Bioni, after deducting estimated offering expenses.
Public Offering of Series B Cumulative Preferred Stock

On May 28, 2013, we entered into an underwritingeament for the issuance and sale of 3.0 milliceresh of 7.75% Series B Cumulal
Redeemable Preferred Stock (“Series B Preferredk3towith a liquidation preference of $25.00 per shéoe,net proceeds of approximately $7
million, after deducting underwriting discounts aoiflering expenses payable by us. On June 4, 20&3;losed on the issuance and sale of th
million shares of Series B Preferred Stock.
Multi-Family CMBS Transaction

In May 2013, we purchased a first loss PO secuaity certain 10 securities issued by a Freddie M@nsored multi-family KSerie:

securitization for an aggregate purchase priceppfaimately $41.2 million. We financed the purahad these multfamily CMBS with proceec
from the public offering of common stock discussédve.
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Acquisition of Pool of Distressed Residential Mortgage Loans

In May 2013, we purchased a pool of distressedleasial mortgage loans, consisting of performimgperforming and to a lesser extent non-
performing, fixed and adjustable-rate, fully-amazrig, interest-only and balloon, seasoned mortdages secured by first liens on one- to féamily
properties for an aggregate purchase cost of appately $132.4 million. We financed our purchas¢hefse distressed residential mortgage loans
proceeds from the public offering of common stook areferred stock discussed above and availablg-trm financings.

Second Quarter 2013 Common Stock and Preferred Stock Dividend

On June 18, 2013, our Board of Directors (the “Bdgadeclared a regular quarterly cash dividend of $@&7share on shares of our comi
stock for the quarter ended June 30, 2013. Theleind was paid on July 25, 2013 to our common stuldkns of record as of June 28, 2013.

Also, in accordance with the terms of the SerieBrBferred Stock of the Company, the Board declaré&kries B Preferred Stock ¢
dividend of $0.22066 per share of Series B PrefeBtck for the partial quarterly period that beganJune 4, 2013 and ended on July 14, 2013
dividend was paid on July 15, 2013 to holders obrd of Series B Preferred Stock as of July 1, 2013

Subsequent Events
Completion of Distressed Residential Mortgage Loans Securitization Transaction

On July 12, 2013, the Company, through a wholly eveubsidiary, effected a securitization transactith an initial term of three yea
The transaction involved the financing of certaistrgssed residential mortgage loans with an agdgeegnpaid principal balance of approxima
$125.8 million. The transaction involved the isstmof Class A Notes and Class M Notes pursuant todenture. The Class A Notes were prive
placed with a qualified institutional buyer resodfiin gross proceeds of approximately $75.3 millemd the Company retained the subordinated
M Notes with an initial principal amount of apprmately $12.5 million. See Note 22 included in Raltem 1 of the Quarterly Report on Form 10-Q.

Current Market Conditions and Commentar y

General.The U.S. economy grew modestly during the secoradtguof 2013, with real gross domestic productd®3) estimated to ha
expanded by 1.7% in the second quarter of 2013.UlBe Department of Labor estimates that the uneympént rate was at 7.4% as of the end of
2013, down from 7.6% in March 2013. According te B.S. Department of Labor, total nonfarm payrofippoyment increased by 162,000 in .
2013, down from 195,000 new jobs in June 2013. Hemnewhile the most recent GDP data exhibits sigha sluggish continued recovery, n
participants in the Federal Reserve Open Market i@itt@e (the “FOMC”)meeting in June 2013 anticipate that growth of @BIP will pick uf
somewhat in the second half of 2013, which shoutdide for a gradual decline in the unemploymete.ra

As disclosed in our prior periodic reports, the &mdl Reserve has undertaken three rounds of gatwditeasing in an effort to suppol
stronger economic recovery and to help ensureirtilation, over time, is at a rate that is most sistent with the Federal Reservelual mandate
fostering maximum employment and price stabilitheTmost current version of the Federal Ressrgeantitative easing program, which is referre
as “QES3,” involves the purchase by the Federal Resef Agency RMBS at a pace of $40 billion per tioand longeterm U.S. Treasury securities
a pace of $45 billion per month, as well as thevestment of principal payments from its holdingsAgency debt and Agency RMBS in Agel
RMBS and the rolling over of maturing U.S. Treassegurities at auction. The FOMC meeting minutésaseed on May 22, 2013 announced tha
Federal Reserve was considering beginning to tdygepace of purchases of Agency RMBS as early @ 2013. In June 2013, the FOMC introdt
more formal unemployment rate and inflation targetish Chairman Bernanke announcing on June 193 204t the Federal Reserve would begi
scale back Agency RMBS purchases later in 2018dfdéconomy continued to improve in line with theMROs current projections and that s
purchases would cease entirely when the unemploymae reached 7%. The Federal Resen@irrent expectation is that 7% unemployme
achievable by mid-year 2014. In his semiannual rteogeaeport before the U.S. House of Represensitivimancial Services Committee on July
2013, Chairman Bernanke indicated that if the inogmeconomic data confirms a strengthening laborketaand inflation moving back toward -
Federal Reserve’2 percent target, the FOMC anticipates that iuld/de appropriate to begin to moderate their mgnplace of Agency RMB
purchases later in 2013, but then softened therstit by noting that any such moderation in pureha®uld be adjusted depending on incol
economic data.
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The market reaction to the possible tapering of Q&lurring in 2013 was extremely negative. The catéenyear U.S. Treasury notes mo
sharply higher during the second quarter of 201f8rAitting an intraguarter low of 1.63% in early May, the market soffisignificantly, reaching
high above 2.60% before closing the quarter at%®.49uring the course of these events, Agency RMB&tperformed dramatically, as evidence
significantly lower pricing on these assets. They8@r mortgage rate mirrored the move in the markisisg from 3.57% at the end of the first que
to 4.46% as of the end of June. Despite Chairmana®&es remarks before the House Financial Services Ctteenand the sluggish expansiol
GDRP in the first half of 2013, the markets app@ahave priced in the expectation that the FOMC hélyjin to taper in the near term. We believe
uncertainty and the uncertainty surrounding thergate landing spot for benchmark interest réddiewing the end of quantitative easing has
potential to continue to weigh on Agency RMBS ie ttoming months. The predictions for the futur@& aside, the FOMC has maintained its ir
to keep the target range for the federal fundsbiatereen 0% and 0.25% until either the unemploymeietdrops below 6.5% or the projected infla
rate over the next one to two years increases ab®% and longer-term inflation expectations camgino be well anchored.

The market movements outlined above have had aingahnegative impact on our existing Agency RMB&tfolio (including our Agenc
10s), which suffered from negative price movementsside of our hedged expectations, but have giynéiad a positive impact on the valuations
our multifamily CMBS and distressed residential mortgagendpahereby mitigating to a large extent the dodmdmpact of these events on
overall portfolio. We expect that these overall ketrconditions may continue to impact our operategults and will cause us to adjust our invest
and financing strategies over time as new oppdramémerge and risk profiles of our business cbang

Single-Family Homes and Residential Mortgage Markee residential real estate market has shown si§esntinued improvement in t
second quarter of 2013. Data released by S&P Iadieits S&P/Cas&hiller Home Price Indices for May 2013 showed tbataverage, home pric
increased by 12.2% for the Zlity Composite as compared to May 2012. In addjtamtording to data provided by the U.S. Departno&@ommerce
privately-owned housing starts were at a seasonally adjumtedal rate of 836,000, which is more than 10% drighan the June 2012 rate
approximately 9.9% below starts in May 2013.

Multi-family Housing. Apartments and other residential rental propgménain one of the better performing segmenth@tommercial re
estate market. According to data provided by th®. Department of Commerce, starts on nialtivily homes, such as apartment buildings, whid
included in the housing starts number set fortthénimmediately preceding paragraph, dipped in 2018 to an annual rate of 245,000 units, whi
approximately 26% below activity in the prior montdowever, while multi-family construction slowed June, starts for mulfamily propertie
during the first half of 2013 are up significantlhen compared to the same time last year. We leetiey performance of multamily housing in th
past year is due, in part, to a significant declinenew construction during the recent economic mtown and increased demand from for
homeowners, which has driven stronger rental incgrogvith across the country. In turn, these facharge led to recent valuation recovery for multi-
family properties and negligible delinquencies emwmulti-family loans originated by Freddie Mac dfmhnie Mae.

Recent Government Actions. recent years, the U.S. Government and the Fe&mrserve and other governmental regulatory bod#as
taken numerous actions to stabilize or improve mtadnd economic conditions in the U.S. or to adsisheowners and may in the future i
additional significant actions that may impact @artfolio and our business. A description of recgavernment actions that we believare mot
relevant to our operations and business is includhelr this same caption in our Annual Report omFd0K for the year ended December 31, 2
(the “2012 Annual Report”) and above under “—Geliera

Developments at Fannie Mae and Freddie MBayments on the Agency ARMs and fixede Agency RMBS in which we invest
guaranteed by Fannie Mae and Freddie Mac. As bygadblicized, Fannie Mae and Freddie Mac are ptgsemder federal conservatorship as
U.S. Government continues to evaluate the fututhede entities and what role the U.S. Governmiemiild continue to play in the housing marke:
the future. Since being placed under federal conservatorshggethave been a number of proposals introducet,ftlmm industry groups and by f
U.S. Congress, relating to changing the role ofutf®. government in the mortgage market and refogror eliminating Fannie Mae and Freddie N
The most recent bill to receive serious considenais the Housing Finance Reform and Taxpayer Btiote Act of 2013, also known as the Corker-
Warner Bill, which was introduced in the U.S. Sendthis legislation, among other things, would étiate Freddie Mac and Fannie Mae and rej
them with a new agency which would provide a finahguarantee that would only be tapped after peiastitutions and investors stepped ir
addition, members of the U.S. House of Represemetatrecently introduced the Protecting American pegers and Homeowners Act, a br
financing bill which serves as a counterpart to @wkerWarner Bill. It remains unclear whether these oy ather proposals will become law
should a proposal become law, if or how the enalaedwill differ from the current draft of thesellbi It is unclear how the proposals would imj
housing finance, and what impact, if any, they Wilve on mortgage REITSs.
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Credit SpreadsCredit spreads in the residential and commerciaketa have generally continued to tighten furthenirey first half of 2012
continuing a trend exhibited during a significamatrtpof 2012. Typically when credit spreads widered@-sensitive assets such as CLOs and multi
family CMBS, as well as Agency |Os are negativehpacted, while tightening credit spreads typicélve a positive impact on the value of ¢
assets.

Financing markets and liquidityThe availability of repurchase agreement finandimigour Agency RMBS portfolio remains stable v
interest rates between 0.33% and 0.43% for 30 dpurchase agreements for Agency ARMs and Agen@dfiate RMBS. The 38ay Londol
Interbank Offered Rate (“LIBOR"vas 0.19% at June 28, 2013, marking a decreasppobdimately 1 basis point from December 31, 2Qi¢hge!
term interest rates were increased as of June @B3 2s compared to the 2012 year end, with thgedd-U.S. Treasury Rate increasing
approximately 73 basis points to 2.5%. We expaetrést rates to rise over the longer term as ti§e &hd global economic outlook improves.

In addition, financing and liquidity for commercia¢al estate securities and other credit sensdass&ets have continued show sign
improvement, both in terms of financing rates awdilability, as evidenced by the four longerm structured financings we have completed siiag
2012.

Prepayment rateAs a result of the significant increase in Idiegm interest rates in June 2013, prepayment sgerasslowed considerak
particularly for refinancings. However, during tiiear prior to June 2013, various government invést, particularly HARP II, and relatively Ic
intermediate and longeéerm treasury yields, pushed rates on conforminggages to historical lows, which resulted in etedaprepayment rates
our Agency RMBS, as indicated in the table setfortder the caption “—Results of Operations—Prepayr&xperience.”
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Significant Estimates and Critical Accounting Poliges

A summary of our critical accounting policies islided in Item 8 of our Annual Report on FormK ®er the year ended December 31, 2
and “Note 2 — Summary of Significant AccountingiPiels” to the condensed consolidated financiakst&nts included therein.

Fair Value. The Company has established and documented prec&ssdetermining fair values. Fair value is basgdn quoted mark
prices, where available. If listed prices or qgodee not available, then fair value is based uptarnally developed models that primarily use its
that are market-based or independestiyrced market parameters, including interestyiel curves. Such inputs to the valuation methogglare
unobservable and significant to the fair value meaxment. The Company’s 10s, POs, multi-family lo&esd in securitization trusts and mutimily
CDOs are considered to be the most significantisdiir value estimates.

The Company’s valuation methodologies are describétlote 16 — Fair Value of Financial Instrumenistluded in Part I, Item 1 of tt
Quarterly Report on Form 10-Q.

Loan Consolidation Reporting Requirement for Certilulti-Family K-Series SecuritizationsAs of June 30, 2013, we owned 100% ol
first loss securities of the “Consolidated K-Seti@$he Consolidated K-Series collectively represeite separate Freddie Mac-sponsored nialtiily
loan K-Series securitizations of which we, or one of quecial purpose entities, or SPEs, own the first B® securities and certain 10 securities
determined that the Consolidated K-Series were \ifitsthat we are the primary beneficiary of the €&didated KSeries. As a result, we are requ
to consolidate the Consolidated K-Series’ undegdymulti-family loans including their liabilities, interegicome and expense in our consolidi
financial statements. We have elected the fairevalption on the assets and liabilities held wittiie Consolidated kKSeries, which requires tt
changes in valuations in the assets and liabilifabe Consolidated K-Series will be reflectedur consolidated statement of operations.

Fair Value Option— The fair value option provides an election thabwl companies to irrevocably elect fair value foahcial assets a
liabilities on an instrument-binstrument basis at initial recognition. Changefainvalue for assets and liabilities for whicle tblection is made will |
recognized in earnings as they occur. The Compéagted the fair value option for its Agency 1Castigy and the Consolidated3eries (as defined
Note 2 to our unaudited condensed consolidateddiahstatements included in this repo

Recent Accounting Pronouncements

A discussion of recent accounting pronouncemendstla@ possible effects on our financial stateméntscluded in “Note 2 —Summary ¢
Significant Accounting Policies” included in Parttem 1 of this Quarterly Report on Form 10-Q.
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Investment Allocation

The following tables set forth our allocated equufyinvestment type at June 30, 2013 and Decenthe2®L2, respectively (dollar amou
in thousands):

At June 30, 2013:

Multi- Distressed Residential
Agency Agency Family Residential  Securitized
RMBS &) I0s CMBS @ Loans Loans Other @ Total
Carrying value $ 807,74« $ 130,29¢ $ 269,01! $ 189,89: $ 177,18 $ 42,317 $ 1,616,44
Liabilities:
Callable® (744,359 (89,82) (12,787 (40,000 — (8,190 (895,15)
Non-callable — — (79,060 (38,700 (171,04) (45,000 (333,809
Hedges (Net®) 4,50¢ 11,88( — 3,27¢ — — 19,66:
Cash — 16,731 — — — 53,267 70,00¢
Other 2,95¢ 2,18¢ 1,93¢ 5,65t 1,10¢ (17,679 (3,829
Net equity allocate! $ 70,85 $ 71,28. $ 17910 $ 120,12: $ 7231 $ 2472 $ 473,32

(1) Includes both Agency ARMs and Agency fixecerRIMBS.
(2) The Company determined it is the primary bieieafy of the Consolidated K-Series and has codatéid the Consolidated K-Series into the
Company'’s financial statements. A reconciliatiorour financial statements as of June 30, 2018l

Multi-Family loans held in securitization trusts fair value $ 6,760,39!
Multi-Family CDOs, at fair value (6,574,00)
Net carrying value 186,38
Investment securities available for sale, at falue held in securitization trusts 82,62¢
Total CMBS, at fair value 269,01!
Securitized debt (79,060
Repurchase agreement (12,78
Other 1,93¢
Net Equity in Mult-Family CMBS $ 179,10°

(3) Other includes CLOs having a carrying value$8®.1 million, as well as loans held for investinand nonAgency RMBS. Other callak
liabilities include an $8.2 million repurchase agrent on our CLO securities and other wafiable liabilities consist of $45.0 million
subordinated debentures.

(4) Consists of borrowings under repurchase agee¢sn

(5) Includes derivative assets, derivative lidigiti, payable for securities purchased and restticash posted as margin.
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At December 31, 2012:

Multi- Distressed Residential

Agency Agency Family Residential  Securitized

RMBS ) I0s CMBS @ Loans Loans Other ® Total
Carrying value $ 901,86 $ 99,370 $ 194,49: $ 60,45¢ $ 187,22¢ $ 41,80( $ 1,485,221
Liabilities:
Callable® (806,47) (74,707 - - - (7,950) (889,139
Non-callable - - (78,89) (38,700 (180,979 (45,000 (343,57()
Hedges (Net®) 3,71¢ 10,78: - 57¢ - - 15,07:
Cash - 25,79 - - - 31,77: 57,57¢
Other 3,12¢ 1,57¢ 1,971 2,35¢ 1,41C (13,597 (3,156)
Net equity allocate $ 102,23: $ 6281¢ $ 11757. $ 2468 $ 766( $ 7,03 $ 322,00

(1) Includes both Agency ARMs and Agency fixederRIMBS.
(2) The Company determined it is the primary bieieafy of the Consolidated K-Series and has codatéid the Consolidated K-Series into the
Company'’s financial statements. A reconciliatioroto financial statements as of December 31, 261@4s:

Multi-Family loans held in securitization trusts fair value $ 5,442,90i
Multi-Family CDOs, at fair value (5,319,57)
Net carrying value 123,33:
Investment securities available for sale, at falue held in securitization trusts 71,15¢
Total CMBS, at fair value 194,49:
Securitized debt (78,89
Other 1,971
Net Equity in Mult-Family CMBS $ 117,57:

(3) Other includes CLOs having a carrying valu&®®.8 million, nonAgency RMBS and loans held for investment. Othdabke liabilities include
an $8.0 million repurchase agreement on our CLQr#é&s and other non-callable liabilities congis$45.0 million in subordinated
debentures. Certain prior period amounts have bedassified to conform to current period preseora

(4) Consists of borrowings under repurchase ageeésn
(5) Includes derivative assets, derivative lidigiti, payable for securities purchased and restticash posted as margin.

50




Results of Operations
Comparison of the Three and Six Months Ended June® 2013 to the Three and Six Months Ended June 32012

For the three and six months ended June 30, 20&3geported net income attributable to common stolcldrs of $11.2 million and $2¢
million, respectively as compared to net incomeitaitable to common stockholders of $5.1 milliordabil1.0 million, respectively for the sa
periods in 2012. The main components of the chamget income for the three and six months ende@ B0, 2013 as compared to the same pe
for the prior year are detailed in the followindla (dollar amounts in thousands, except per Sthaiia):

For the Three Months Ended June 30, For the Six Months Ended June 30,
2013 2012 $ Change 2013 2012 $ Change
Net interest incom $ 13,967 $ 5881 $ 8,08 $ 27,03¢ $ 12,12 $ 14,91:
Total other income $ 2,766 $ 223 $ 53z % 9,14« $ 4597 $ 4,547
Total general, administrative and other
expenses $ 4,64 $ 2,65¢ $ 1,98t $ 857¢ % 537¢ $ 3,20z
Income from operations before income
taxes $ 12,08¢ $ 545¢ $ 6,63 $ 27,60 $ 11,34¢  $ 16,257
Income tax expense $ 18 $ 467 $ 279 $ 32C $ 467 $ (147)
Net income $ 11,90C $ 498¢ $ 6,911 $ 27,28: $ 10,87¢ $ 16,40«
Preferred stock dividends $ (662) $ - $ (662) $ (662) $ - $ (662)
Net income attributable to comm:
stockholders $ 11,23t $ 5137 $ 6,101 $ 26,62. $ 10,97¢ $ 15,64¢
Basic income per common share $ 0.1¢ $ 034 $ (0.15 % 04¢ $ 0.7t % (0.26)
Diluted income per common share $ 0.1¢ % 034 $ (0.15 % 04¢ $ 0.7t % (0.26)

In general, the significant increase in a numbethef line items set forth above are largely a fiomcof the growth in the Compary’
stockholders’equity from $113.0 million as of June 30, 2012 #¥$.3 million as of June 30, 2013 and the corredpongrowth in the size of tl
Company'’s portfolio of interest earning assetsheafcwhich has been fueled by the Compangsuance of common and preferred equity in p
offerings during the past twelve months.

Net interest income for the three and six montfgednJune 30, 2013 more than doubled compared tgathe periods in the prior year due
large part, to an increase of $1.1 billion in agerinterest earning assets for each of the thrdesiarmonth periods ended June 30, 2013 as comr
to the same periods in 2012. The Compamgrtfolio net interest margin was 348 basis @ofat the quarter ended June 30, 2013 as compaunee!
interest margin of 595 basis points for the quagteted June 30, 2012 and 348 basis points foruhger ended March 31, 2013. The decrease
interest margin for the quarter ended June 30, 2G18ompared to the same period in 2012 was laag#iputable to a decreased emphasis il
Company'’s 10 strategy as a percentage of invesjaityeand an increased position in its levered Awyeiixed-rate and Agency ARM strategy.

Total other income increased by $0.5 million ands$illion for the three and six month periods ethdane 30, 2013 as compared to the ¢
periods in 2012, respectively. The changes in twitaér income for the three and six months endeé B0, 2013 as compared to the same peric
2012 were primarily driven by:

e an increase in net unrealized gains on nfattily loans and debt held in securitization trustst6.8 million and $11.8 million for tl
three and six months ended June 30, 2013, respBctiVhe increase in unrealized gains on nfaltily loans and debt held
securitization trusts was due to improved credieags as well as a significant increase in ourstment in multifamily CMBS a
compared to the corresponding prior year perigssof June 30, 2013, the net carrying value ofrautti-family CMBS, which measur
unrealized gains and losses through earnings, asdarapproximately $186.4 million as compared 6.8 million at June 30, 201
Credit spreads on these assets have continuedéditie 2013 from improved credit market conditioand greater demand by inves
for this product, resulting in increased valuatiémrsour multi-family CMBS investments; and

e an increase in unrealized gains on investment giesuand related hedges of $1.9 million and $5itian for the three and six mont
ended June 30, 2013, respectively, and an incieasalized loss on investment securities and edldtedges of $8.0 million and $1
million for the three and six months ended June 1,3, respectively, which were primarily relateddur Agency 10 strategy. T
increased rate volatility combined with illiquidily the inverse 10 market resulted in larger thapeeted losses in this strategy.
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Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended June 30,

For the Six Months Ended June 30,

General, Administrative and Other

Expenses 2013 2012 $ Change 2013 2012 $ Change
Salaries, benefits and directors’

compensation $ 494 % 59¢ $ (104 $ 1,091 $ 1,106 $ (15
Professional fees 49¢ 307 19z 1,23¢ 91¢ 314
Management fees 1,687 1,18( 507 3,24z 2,21¢ 1,027
Expenses on distressed residential

mortgage loans 1,115 - 1,115 1,56¢ - 1,56¢
Other 847 578 274 1,447 1,13¢ 311

Total $ 464 $ 2,65¢ $ 1,98t $ 857¢ $ 537¢ $ 3,20z

General, administrative and other expenses incdebge$2.0 million and $3.2 million for the threedasix months ended June 30, 2(
respectively, as compared to the same periods 12.Z0he increase was due primarily to an increds&ld million and $1.6 million in expens
related to our distressed residential mortgage ilmaestments, which included a otiee expense of $0.4 million for the purchase ef$132.4 milliol
of distressed residential mortgage loans in thersquarter, an increase of $0.5 million and $1ililan in management fees and an increase
million and $0.3 million in professional fees. Timerease in management fees is driven in largetpathe increase in assets managed by our ex
managers. The increase in expenses on distressielémtial mortgage loans is due to the signifigaatease in our investment in this asset cla
compared to the previous period. As of June 30320& owned distressed residential mortgage loawm a carrying value of approximately $1¢
million. There were no distressed residential magtyloans at June 30, 2012. The increase in o#ttegaries is largely a result of the growth of

stockholders’ equity and balance sheet.
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Quarterly Comparative Net I nterest Spread

Our results of operations for our investment pdidgfaluring a given period typically reflects thetniaterest income earned on
investment portfolio of Agency and ndxgency RMBS, CMBS (including CMBS held in securdiion trusts), prime ARM loans held in securitioa
trusts, distressed residential loans, loans heléhfe@stment, loans held for sale and CLOs (cdllety, our “Interest Earning Assets"he net intere
spread is impacted by factors such as our costimdnéing, the interest rate that our investmentsr band our interest rate hedg
strategies. Furthermore, the amount of premiumisoodint paid on purchased portfolio investments thedprepayment rates on portfolio investm
will impact the net interest spread as such factdlisbe amortized over the expected term of sunkestments. Realized and unrealized gains
losses on TBAs, Eurodollar and Treasury futures atir derivatives associated with our Agency I@estments, which do not utilize het
accounting for financial reporting purposes, armduded in other income (expense) in our statemémfperations, and therefore, not reflected ir
data set forth below.

The following table sets forth, among other thing®, net interest spread for our portfolio of letrEarning Assets by quarter for the €
most recently completed quarters, excluding thésaofsour subordinated debentures:

Weighted

Average Average Casl

Interest Yield on

Earning Interest

Assets Earning Cost of Funds  Net Interest
Quarter Ended ($ millions) Assets®) ) Spread®)
June 30, 2013 $ 1,524.: 4.8%% 1.41% 3.4%
March 31, 2012 $ 1,446. 4.86% 1.38% 3.4%
December 31, 201 $ 1,350.: 4.46% 1.1% 3.3 %
September 30, 201@ $ 698.L 5.9% 1.2% 4.7(%
June 30, 201 $ 409.2 7.26% 1.39% 5.95%
March 31, 20142 $ 396. 7.5% 1.01% 6.5%
December 31, 2011 $ 372.¢ 7.17% 0.97% 6.2(%
September 30, 2011 $ 369.¢ 8.04% 0.8% 7.15%

(1) Our Average Interest Earning Assets is catedi@ach quarter as the daily average balancerdhtarest Earning Assets for the quarter, exclgdin
unrealized gains and losses.

(2) Average Interest Earning Assets for the quaaxeludes all Consolidated K-Series assets ottar those securities issued by the securitizations
comprising the Consolidated K-Series that are digtoaned by us.

(3) Our Weighted Average Cash Yield on Intereshitey Assets was calculated by dividing our anragaliinterest income from Interest Earning
Assets for the quarter by our average InterestiEguissets for the quarter.

(4) Our Cost of Funds was calculated by dividing annualized interest expense from our InterestiEg Assets for the quarter by our average
financing arrangements, portfolio investments aistressed residential mortgage loans, Residenb&®<and Securitized Debt for the quarter.

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

Prepayment Experience

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

Agency Agency Agency Non-Agency Residential Weighted
Quarter Ended ARMs Fixed Rate I0s RMBS Securitizations Average
June 30, 2013 22.2% 6.4% 21.% 18.(% 6.5% 15.4%
March 31, 2013 20.8% 3.&% 21.€% 15.% 10.2% 12.%%
December 31, 2012 14.5% 1.5% 21.&% 16.2% 11.€% 12.5%
September 30, 2012 17.52% 2.t% 19.2% 15.1% 4.€% 15.1%
June 30, 2012 24.&% N/A 19.&% 15.2% 7.4% 16.€%
March 31, 2012 18.1% N/A 19.6% 13.2% 8.1% 16.€%

When prepayment expectations over the remainieglifassets increase, we have to amortize premiwersa shorter time period resulting
a reduced yield to maturity on our investment asggbnversely, if prepayment expectations decreéhsepremium would be amortized over a lol
period resulting in a higher yield to maturity. dddition, the market values and cash flows fromAgency 10s can be materially adversely affe
during periods of elevated prepayments. We momtorprepayment experience on a monthly basis ajustaithe amortization rate to reflect cun
market conditions.
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Portfolio Asset Yields for the Quarter Ended June 30, 2013

The following table summarizes the Compangignificant assets at and for the quarter endad 30, 2013, classified by relevant categ:
(dollar amount in thousands):

Carrying
Value Coupon @) Yield @ CPR®
Agency ARMs $ 227,66 2.9% 1.1% 22.2%
Agency Fixed Rate RMBS $ 580,07! 2.95% 2.05% 6.4%
Agency 10s $ 130,29t 5.7¢% 8.14% 21.%
CMBS @ $ 269,01! 0.11% 11.7% N/A
Distressed Residential Loans $ 189,89: 5.7¢% 8.8% N/A
Residential Securitized Loans $ 177,18( 2.8% 2.7&% 6.5%
CLOs $ 32,11¢ 4.11% 39.9&% N/A

(1) Coupons, yields and CPRs are based on seamrteq2013 weighted average balances. Yieldsaoelated on amortized cost basis and do not
reflect the effects of leverage.

(2) CMBS carrying value, coupons and yield caltiates are based on the underlying CMBS that angadlgtowned by the Company and do not
include the other consolidated assets and liaslitif the Consolidated K-Series not owned by the@oy.

Financial Condition

As of June 30, 2013, we had approximately $8.60billof total assets, as compared to approximatél ®illion of total assets as
December 31, 2012. The increase in total assgignsarily a result of our consolidation of an aditial Freddie Mac KSeries securitization in t
second quarter of 2013 and our acquisition of d pbdistressed residential mortgage loans in #eosd quarter of 2013. A significant portion of
assets represents the assets comprising the GiatsoliKSeries, which we consolidate under the accountifesr See "Loan Consolidation Repor
Requirement for Certain Multi-Family K-Series Setimations."

Balance Sheet Analysis

I nvestment Securities Available for Sale. At June 30, 2013, our securities portfolio in@adAgency RMBS, including Agency fixadte
and ARM pass-through certificates, Agency I0s, Agency RMBS and CLOs, which are classified as itmesit securities available for sale. At J
30, 2013, we had no investment securities in alesiigguer or entity that had an aggregate bookevaduexcess of 10% of our total assets.

following tables set forth the balances of our stweent securities available for sale as of Jun2B03 and December 31, 2012, respectively:

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

Par Carrying

June 30, 2013 Value Value % of Total
Agency RMBS:

ARMs $ 222,08 $ 227,66¢ 23.%%

Fixed Rate 566,76: 580,07* 59.6%

I0s 822,27 130,29¢ 13.4%
Non-Agency RMBS 3,441 2,58¢ 0.3%
CLOs 35,55( 32,11¢ 3.3%
Total $ 1,650,11' $ 972,74: 100.(%
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Par Carrying

December 31, 2012 Value Value % of Total
Agency RMBS:

ARMs $ 259,85. $ 273,92: 26.5%

Fixed Rate 591,25« 627,94 60.7%

I0s 645,93’ 99,37: 9.6%
Non-Agency RMBS 3,86¢ 2,681 0.2%
CLOs 35,55( 30,78t 3.0%
Total $ 1,536,461 $ 1,034,71. 100.(%

Detailed Composition of Loans Securitizing Our CLOs

The following tables summarize the loans that teikdize our CLOs grouped by range of outstandialgrice and industry greater than
of outstanding balance as of June 30, 2013 andrbeee31, 2012, respectively (dollar amounts in Hzmals):

As of June 30, 2013

As of December 31, 2012

Range of Number of Loans Number of Loans
Outstanding Balance Maturity Date Total Principal Maturity Date Total Principal
$0 -$500 21 12/201:-4/2019 $ 8,047 32 8/201!-8/2019 $ 12,50¢
$50( -$2,000 11¢ 5/201<-5/2020 155,86 131 12/201:-12/2019 163,93¢
$2,00( -$5,000 74 12/201:-2/2020 212,36: 74  4/201:-12/2019 210,99:
$5,00( -$10,000 4  3/201<-5/2018 24,42« 5 2/201:-5/2018 31,24¢
Over $10,000 1 3/2017 10,20¢ — — —
Total 21¢ 410,90: 242 418,68¢
June 30, 2013
% of
Number of Outstanding Outstanding
Industry Loans Balance Balance
Healthcare, Education & Childcare 22 $ 56,60: 13.€%
Chemicals, Plastics and Rubber 16 36,09¢ 8.8%
Diversified/Conglomerate Service 18 32,80¢ 8.C%
Retail Store 15 27,52 6.7%
Leisure, Amusement, Motion Pictures & Entertainment 10 21,85% 5.3%
Electronics 11 20,37¢ 5.C%
December 31, 2012
% of
Number of Outstanding Outstanding
Industry Loans Balance Balance
Healthcare, Education & Childcare 23 % 50,19: 12.(%
Retail Store 19 35,74¢ 8.5%
Diversified/Conglomerate Service 20 33,76: 8.1%
Chemicals, Plastics and Rubber 17 32,05¢ 7.7%
Electronics 15 25,54 6.1%
Beverage, Food & Tobacco 11 20,98 5.C%
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Investment Securities Available for Sale Held in Securitization Trusts. At June 30, 2013, our securities portfolio in@admnultifamily
CMBS classified as investment securities availdble sale held in securitization trusts, which areltiffamily CMBS contributed to both F
Commercial Trust 2012-RS1 (the “2012-RS1 Trust’d ddew York Mortgage Securitization Trust 2012-1e(ttNYMST 2012-1 Trust”),bott
subsidiaries of the Company. The following tables $erth the balances of our investment securéigglable for sale held in securitization trustsof
June 30, 2013 and December 31, 2012:

Balances of Our Investment Securities Available foGale Held in Securitization Trusts (dollar amountsn thousands):

Par Carrying
June 30, 2013 Value Value % of Total
CMBS:
POs $ 137,42 % 46,45¢ 56.2%
Floating Rate 50,38¢ 25,45k 30.8%
I0s 1,820,12 10,71¢ 13.(%
Total $ 2,007,941 $ 82,62¢ 100.(%
Par Carrying
December 31, 2012 Value Value % of Total
CMBS:
POs $ 137,42 % 37,44¢ 52.6%
Floating rate 50,38¢ 22,21t 31.2%
I0s 1,825,20: 11,49¢ 16.2%
Total $ 2,013,011 $ 71,15¢ 100.(%

Residential Mortgage Loans Held in Securitization Trusts (net) . Included in our portfolio are prime ARM loans thaé originated ¢
purchased in bulk from third parties that met ewestment criteria and portfolio requirements drat tve subsequently securitized.

At June 30, 2013, residential mortgage loans heldsecuritization trusts totaled approximately $27willion. The Compang ne
investment in the residential securitization trustkich is the maximum amount of the Companiyivestment that is at risk to loss and represia
difference between the carrying amount of the sset and liabilities associated with ARM mortghmgens and real estate owned held in reside
securitization trusts was $7.2 million. Of the desitial mortgage loans held in securitized trus#§% are traditional ARMs or hybrid ARMs, 81.9%
which are ARM loans that are interest only. Wittspect to the hybrid ARMs included in these seaations, interest rate reset periods
predominately five years or less and the interet-period is typically 10 years, which mitigatdwet“payment shockéat the time of interest re
reset. None of the residential mortgage loans imedecuritization trusts are payment option-ARM#a&Ms with negative amortization.

The following table details our residential mortgdgans held in securitization trusts at June 8@32and December 31, 2012, respectively
(dollar amounts in thousands):

Weighted
Number of Average Carrying
Loans Par Value Coupon Value
June 30, 2013 452 $ 179,43( 291% $ 177,18(
December 31, 2012 474 $ 189,00¢ 3.08% $ 187,22
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Characteristics of Our Residential Mortgage LoarsldHin Securitization Trusts:

The following table sets forth the composition af cesidential mortgage loans held in securitizatioists as of June 30, 2013 (dollar

amounts in thousands):
Average High Low

General Loan Characteristics:
Original Loan Balance (dollar amounts in thousands) $ 4C % 295( $ 48
Current Coupon Rate 2.91% 7.25% 1.38%
Gross Margin 2.31% 4.1% 1.1%
Lifetime Cap 11.3(% 13.25% 9.1%
Original Term (Months) 36( 36( 36C
Remaining Term (Months) 262 27C 22¢
Average Months to Reset 3 11 1
Original Average FICO Score 72¢ 81¢ 59¢
Original Average LTV 70.3¢% 95.0(% 13.9%%

The following table sets forth the composition af cesidential mortgage loans held in securitizatiosts as of December 31, 2012 (dollar

amounts in thousands):

Average High Low

General Loan Characteristics:

Original Loan Balance (dollar amounts in thousands) $ 4C % 295( $ 48
Current Coupon Rate 3.06% 7.25% 1.38%
Gross Margin 2.3™% 4.1%% 1.13%
Lifetime Cap 11.2% 13.25% 9.13%
Original Term (Months) 36( 36( 36C
Remaining Term (Months) 26¢ 27€ 23¢
Average Months to Reset 3 11 1
Original Average FICO Score 72¢ 81¢ 59¢
Original Average LTV 70.4% 95.0(% 13.9%%
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The following tables detail activity for the resid&l mortgage loans held in securitization trustst) for the six months ended June
2013 and 2012, respectively (dollar amounts in saods):

Allowance for  Net Carrying

Principal Premium Loan Losses Value
Balance, January 1, 2013 $ 189,00¢ $ 1,19¢ $ (2,979 $ 187,22¢
Principal repayments (9,437 — — (9,437)
Provision for loan loss — — (52¢) (52¢)
Transfer to real estate owned (147) — 83 (64)
Charge-Offs — — 36 36
Amortization for premium — (61) — (61)
Balance, June 30, 2013 $ 179,43( $ 1,137 $ (3,38) $ 177,18(

Allowance for  Net Carrying

Principal Premium Loan Losses Value
Balance, January 1, 2012 $ 208,93: $ 1,317 % (333) $ 206,92(
Principal repayments (8,747 — — (8,749
Provision for loan loss — — (29¢) (29¢)
Transfer to real estate owned (2,467) — 89¢ (1,569
Charge-Offs — — 127 127
Amortization for premium — (59 — (59
Balance, June 30, 2012 $ 197,72« $ 1,25¢ % (2,609 $ 196,37¢

Distressed Residential Mortgage Loans Held in Securitization Trust and Distressed Residential Mortgage Loans . Distressed resident
mortgage loans held in securitization trust antrel§sed residential mortgage loans are compris@das of performing, r@erforming and to a les:
extent nonperforming, fixed and adjustable rate, residentialtgage loans. The distressed residential mortyzages held in securitization trust w
acquired in the fourth quarter of 2012 and tramefto a trust as part of a securitization trangactAnother pool of distressed residential morg
loans was acquired in the second quarter of 2013.

At June 30, 2013 and December 31, 2012, distre=sedential mortgage loans held in securitizatiorst; had a carrying value of $5
million and $60.5 million, respectively. The Comg& net investment in the securitization trust,iakhis the maximum amount of the Company’
investment that is at risk to loss and represémwglifference between the carrying amount of theassets and liabilities associated with the dist
residential mortgage loans held in securitizatroistt was $25.1 million at June 30, 2013.

At June 30, 2013, distressed residential mgeg@ans had a carrying value of $131.7 millione TBompanys distressed resident
mortgage loans with an unpaid principal balanc&8#.2 million at June 30, 2013 are pledged as tesdhfor a $40.0 million repurchase agreer
with a third party financial institution. A portioof this pool was securitized in July 2013 as dsed above under “ — Subsequent Ever@erpletior
of Distressed Residential Mortgage Loans Secutitinal ransaction.”

The following table details our portfolio of disteed residential mortgage loans, including thostretised residential mortgage loans
in securitization trust at June 30, 2013 and Deear8hh, 2012, respectively (dollar amounts in thodsg

Weighted
Number of Unpaid Average Carrying
Loans Principal Coupon Value
June 30, 2013 1,85¢ $ 244,59¢ 6.0(% $ 189,89:
December 31, 2012 51z % 91,83: 5.6:% $ 60,45¢
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Characteristics of Our Distressed Residential Magg Loans, including Distressed Loans Held in Sézation Trusts:

The following tables set forth characteristics of dlistressed residential mortgage loans, includiape distressed residential mortc
loans held in securitization trust as a percentaigearrying value as of June 30, 2013 and Decerdier2012, respectively (dollar amounts

thousands):

Loan to Value at Purchase
50.00% or less

50.01%- 60.00%

60.01%- 70.00%

70.01%- 80.00%

80.01%- 90.00%

90.01%- 100.00%
100.01% and over

Total

FICO Scores at Purchase
550 or less

551 to 60C

601 to 65C

651 to 70C

701 to 75C

751 to 80C

801 and over

Total

Occupancy

Owner Occupied
Second/Vacation Home
Investor Property

Total

Property Type

Single Family
Condominium

Cooperative

Planned Unit Development
Two to Four Family

Total

Origination Year
2005 or earlier
2006

2007

2008

2009

2010

2011

2012

Total

June 30, December 31,
2013 2012
5.€% 1.5%
6.2% 2.€%
9.C% 7.1%
9.4% 6.5%
17.2% 20.2%
12.6% 13.2%
39.5% 48.7%
100.(% 100.(%
June 30, December 31,
2013 2012
14.5% 16.2%
19.8% 21.6%
24.8% 30.9%
20.1% 16.6%
13.2% 10.7%
6.7% 2.5%
0.8% 1.4%
100.(% 100.(%
June 30, December 31,
2013 2012
89.4% 91.4%
2.2% 0.€%
8.2% 8.C%
100.(% 100.(%
June 30, December 31,
2013 2012
77.% 80.8%
5.€% 5.€%
1.2% 1.1%
7.5% 9.2%
7.4% 3.2%
100.(% 100.(%
June 30, December 31,
2013 2012
37.2% 23.%
14.7% 7.1%
43.(% 58.4%
2.8% 4.1%
0.8% 2.4%
0.% 2.8%
0.2% 0.%
0.2% 1.C%
100.(% 100.(%

The following table sets forth the status of owstidissed residential mortgage loans, includingettdistressed residential mortgage Ic
held in securitization trust as of June 30, 2018 Bacember 31, 2012, respectively (dollar amounthdusands):

June 30, 2013

Total Total
Unpaid Carrying
Principal Value
Performing and Re-performing $ 241,320 $ 187,53
Nonr-performing (over 90 days late) 3,27¢ 2,362

Total $ 24459¢ $ 189,89




Performing and Re-performing
Non-performing (over 90 days late)
Total

December 31, 2012

Total Total
Unpaid Carrying
Principal Value
$ 91,83: $ 60,45¢
$ 91,83: $ 60,45¢
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The following table details activity for the distsed residential mortgage loans, including diséesgsidential mortgage loans hel
securitization trust for the six months ended J8®e2013:

Non-
Accretable Accretable Allowance for  Net Carrying
Principal Discount Discount Loan Losses Value
Balance, January 1, 2013 $ 91,83: $ (18,95) $ (12,42) $ — 3 60,45¢
Purchases 156,94« (8,679 (15,899 — 132,37.
Principal repayments (4,17¢) 53C 35¢ — (3,289
Allowance for loan losses — — — (22¢) (12¢)
Transfers — — — — —
Charge-Offs — — — — —
Accretion of discount — 47¢ — — 47¢
Balance, June 30, 2013 $ 24459¢ $ (26,61 $ (27,967 $ (12¢) $ 189,89«

There were no distressed residential mortgage Ibalukin securitization trust and distressed redidemortgage loans as of June 30, 2012.

Multi-Family Loans Held in Securitization Trusts. As of June 30, 2013 and December 31, 2012, we oWfe# of the first loss securit
of the Consolidated K-Series. The Consolidated KeSeare comprised of multi-family mortgage loamddhin five and four Freddie Magponsore
multi-family K-Series securitizations as of June 30, 2013 andrbleee31, 2012, respectively, of which we, or onewf SPEs, own the first loss F
and certain 10s. We determined that the securitimatcomprising the Consolidated $eries were VIEs and that we are the primary beiag§i of
these securitizations. Accordingly, we are requied@onsolidate the Consolidated K-Series’ undagyinultifamily loans and related debt, intel
income and interest expense in our financial statém We have elected the fair value option orefgets and liabilities held within the Consolid
K-Series, which requires that changes in valuationghe assets and liabilities of the Consolidate&eries will be reflected in our statemen
operations. As of June 30, 2013 and December 3,28e Consolidated K-Series was comprised of B#liBn and $5.4 billion, respectively in multi-
family loans held in securitization trusts and $6il6on and $5.3 billion, respectively in mul&mily CDOs. The increase in balances at Jun@30D;
as compared to December 31, 2012 is primarily alre$ our consolidation of an additional Freddied/K-Series securitization in the second qui
of 2013. In addition, as a result of the consolaabf the Consolidated ISeries, our statement of operations for the sixtimoanded June 30, 2(
included $99.8 million in interest income and $9m#lion in interest expense, respectively. Als@ mecognized a $16.0 million unrealized gain ir
statement of operations for the six months endeé B0, 2013 as a result of the fair value accogntiethod election. We do not have any clain
the assets (other than the security representedibfjrst loss piece) or obligations for the lidiés of the Consolidated Keries. Our investment in 1
Consolidated K-Series is limited to the multi-faynCMBS comprised of first loss tranche PO secwgig@d or/certain 10s issued by thes&&re:
securitizations with an aggregate net carrying @&li$186.4 million and $123.3 million as of Jurie 2013 and December 31, 2012, respectively.

Multi-Family CMBS Loan Characteristics

The following table details the loan characterstid the loans that back the multi-family CMBS (uding the Consolidated ISeries) il
our portfolio as of June 30, 2013 and DecembefB812, respectively (dollar amounts in thousandsgpias noted):

June 30, December 31,
2013 2012

Current balance of loans $ 11,46153 $ 9,932,16
Number of loan: 683 60¢
Weighted average original LTV 69.2% 69.2%
Weighted average underwritten debt service coveratie 1.49y 1.49y
Current average loan size $ 16,78 $ 16,30¢
Weighted average original loan term (in months) 11C 10¢€
Weighted average current remaining term (in months) 87 89
Weighted average loan rate 4.42% 4.5%
First mortgages 10C% 10C%
Geographic state concentration (greater than 5.0%):

Texas 14.(% 14.(%

California 12.7% 13.6%

Florida 6.8% 7.4%

New York 6.5% 6.8%

Georgia 5.4% 5.4%

Washington 5.C% 5.C%

Financing Arrangements, Portfolio Investments . As of June 30, 2013, we had approximately $855l2omof repurchase borrowini
outstanding. Our repurchase agreements typicalye herms of 30 days or less. As of June 30, 20E3¢current weighted average borrowing rat
these financing facilities was 0.56%. For the thmeanths ended June 30, 2013, the ending balanegtegy average and maximum balance at
month-end for our repurchase agreement borrowirege %855.2 million, $885.9 million and $924.7 naitli respectively.



As of December 31, 2012, we had approximately $88aillion of repurchase agreement borrowings ouatditeg. Our repurcha
agreements typically have terms of 30 days or ksof December 31, 2012, the current weightedayeeborrowing rate on these financing facil
was 0.54%. For the year ended December 31, 20&2nHing balance, yearly average and maximum balahany montlend for our repurcha
agreement borrowings were $889.1 million, $358.Bioni and $889.1 million, respectively.
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Financing Arrangements, Distressed Residential Mortgage Loans . As of June 30, 2013, the Company had $40.0 milibrepurchas
agreement borrowing related to its distressed eesial mortgage loans with a maturity date of Ry 2013 and an interest rate of 5.20%. At Jun
2013, the distressed residential mortgage loandgplk® by the Company as collateral for the repuelageement had unpaid principal balanc
$82.2 million.

Multi-Family Collateralized Debt Obligations . As of June 30, 2013 and December 31, 2012, we $@a@ billion and $5.3 billiot
respectively of multi-family collateralized debtligations, or MultiFamily CDOs. As of June 30, 2013 and December2812, respectively, tl
current weighted average interest rate on these C&s 4.45% and 4.59%. These Multi-Family CDO's abligations of the Consolidated K-
Series. We determined that we are the primary fiéay of the Consolidated K-Series and have ctidated the Consolidated Keries into ot
financial statements. We do not have any claintheécassets (other than the security representediibijrst loss piece) or obligations for the liiiegs
of the Consolidated K-Series. Our maximum exposarss from the Consolidated Beries is the aggregate net carrying value of owestmen
which amounts to $186.4 million and $123.3 as @feJ80, 2013 and December 31, 2012, respectively.

Securitized Debt . The securitized debt represents the notes idsu@dour May 2012 multi-family CMBS reecuritization transaction, (
our November 2012 mulfamily CMBS collateralized recourse financing traciion and (iii) our December 2012 distressed ergidl mortgage loe
securitization transaction. As of June 30, 2013 d&wktember 31, 2012, we had $117.8 million and $l1million of securitized dek
respectively. Refer to Note 13 of our unauditeddesmsed consolidated financial statements incliniéais report for more information on Securiti;
Debt.

Subordinated Debentures . As of June 30, 2013, certain of our wholly ownetissdiaries had trust preferred securities outstandf $45.
million with a weighted average interest rate dfl8. The securities are fully guaranteed by us véatipect to distributions and amounts payable
liquidation, redemption or repayment. These seiegriare classified as subordinated debentureseitiahility section of our condensed consolid;
balance sheets.

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

In order to reduce our interest rate risk relaaur borrowings, we may utilize various hedgingtinoments, such as interest rate <
agreement contracts whereby we receive floating payments in exchange for fixed rate paymentscadely converting our short term repurct
agreement borrowings or Residential CDOs to a fregd. At June 30, 2013, the Company had $350.lomibf notional amount of interest rate sw
outstanding with a fair market asset value of $8ifion. At December 31, 2012, the Company had $&8538illion of notional amount of interest r
swaps outstanding with a fair market liability valof $1.7 million. The interest rate swaps quadi§ycash flow hedges for financial reporting purgose

In addition to utilizing interest rate swaps, weynprchase or sell short U.S. Treasury securitiesnter into Eurodollar or other futu
contracts or options to help mitigate the potentiglact of changes in interest rates on the peidoa of our Agency 10s. We may borrow secut
to cover short sales of U.S. Treasury securitiekeuneverse repurchase agreements. Realized aedlized gains and losses associated with purc
and short sales of U.S. Treasury securities, Edlador other futures and swaptions are recognitbedugh earnings in the condensed consolic
statements of operations.

The Company uses To-Beanounced securities, or TBAs, U.S. Treasury séiesrand U.S. Treasury futures and options to héugees
rate risk, as well as spread risk associated ustlinvestments in Agency I0s. For example, we midlizel TBAs to hedge the interest rate or y
spread risk inherent in our long Agency RMBS posisi associated with our investments in Agency I@saliing short positions in TBAs that :
similar in character. In a TBA transaction, we wbalgree to purchase or sell, for future delivergeAcy RMBS with certain principal and intel
terms and certain types of underlying collaterait the particular Agency RMBS to be delivered ig mentified until shortly before the TE
settlement date. The Company typically does nat tidivery of TBAs, but rather settles with itsdirey counterparties on a net basis. TBAs are |i
and have quoted market prices and represent theatibeely traded class of RMBS. For TBA contrattat we have entered into, we have not ass
that physical settlement is probable. Because we ot designated these forward commitments adsdciaith our Agency 10s as hedg
instruments, realized and unrealized gains ande#oassociated with these TBAs, U.S. Treasury desuand U.S. Treasury futures and option:
recognized through earnings in the condensed ddasetl statements of operations.

The use of TBAs exposes the Company to market widlgas the market value of the securities that@ompany is required to purch
pursuant to a TBA transaction may decline belowageeeddpon purchase price. Conversely, the market valubeosecurities that the Compan'
required to sell pursuant to a TBA transaction nragrease above the agreed upon sale price. ThefuS8As associated with our Agency
investments creates significant short term payalaled/or receivables) on our balance sheet.
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Derivative financial instruments may contain credik to the extent that the institutional countetjes may be unable to meet the tern
the agreements. We minimize this risk by limitingr @ounterparties to major financial institutionghagood credit ratings. In addition, we regul;
monitor the potential risk of loss with any onetpaesulting from this type of credit risk. Accondily, we do not expect any material losses asut
of default by other parties, but we cannot guamaiteat we will not experience counterparty failurethe future.

In connection with our investment in Agency IOs, ui#ize several types of derivative instrumenth&uge the overall risk profile of the
investments. This hedging technique is dynamicdture and requires frequent adjustments, whichrdoagly makes it very difficult to qualify fc
hedge accounting treatment. Hedge accounting tegdtrequires specific identification of a risk apgp of risks and then requires that we design
particular trade to that risk with no minimal atyilto adjust over the life of the transaction. Besmwe and Midway are frequently adjusting t
derivative instruments in response to current ntackeditions, we have determined to account fothadl derivative instruments related to our Age
10 investments as derivatives not designated agihgdnstruments.

Balance Sheet Analysis - Stockholders’ Equity

Stockholders’equity at June 30, 2013 was $473.3 million andudetl $2.7 million of accumulated other comprehenshcome. Th
accumulated other comprehensive income consisteRll®# million in unrealized gains related to ourG3, $11.4 million in net unrealized ga
related to our CMBS, $3.2 million in unrealized iglative gain related to cash flow hedges, partiaffget by $28.3 million in unrealized losses ret
to our Agency RMBS and Non-Agency RMBS. Stockhodderquity at December 31, 2012 was $322.0 million amduded $18.1 million ¢
accumulated other comprehensive income. The acatetlbther comprehensive income at December 32, @isisted of $17.3 million in unreali:
gains related to our CLOs, $2.7 million in net wdized gains related to our CMBS, partially offegt $1.7 million in unrealized derivative los
related to cash flow hedges and $0.2 million ineatized losses related to our Agency RMBS and Agency RMBS. The significant increase
unrealized losses related to our Agency RMBS amdAgency RMBS was largely driven by the decline ie fitrice of our Agency RMBS outside
our hedged expectations.

Analysis of Changes in Book Value

The following table analyzes the changes in bodieraf our common stock for the three and six merthded June 30, 2013 (amounts in
thousands, except per share):

Three Months Ended June 30, 2013 Six Months Ended June 30, 2013
Amount Shares Per Share® Amount Shares Per Share®
Beginning Balance $ 327,27( 49,96¢ $ 6.5t $ 322,00t 4957 $ 6.5C
Common stock issuance, net 95,94« 13,78¢ 98,44( 14,18(
Preferred stock issuance, net 72,391 72,39
Preferred stock liquidation preference (75,000 (75,000
Balance after share issuance activity 420,61: 63,75t 6.6C 417,84 63,75¢ 6.5E
Dividends declared (17,214 (0.27) (30,704 (0.4¢)
Net change AOCI®
Hedges 4,21¢ 0.07 4,89¢ 0.0¢
RMBS (23,587 (0.37) (28,099 (0.49
CMBS 4,782 0.07 8,63¢ 0.1z
CLOs (1,720 (0.09) (869) (0.03)
Net income 11,23¢ 0.1¢€ 26,62. 0.4z
Ending Balance $ 398,32¢ 63,75¢ $ 6.25 $ 398,32¢ 63,75¢ $ 6.2F

(1) Outstanding shares used to calculate boolevyadun share for the quarter ended period is basedistanding shares as of June 30, 2013 of
63,754,730.
(2) Accumulated other comprehensive income (“AQCI”
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Liquidity and Capital Resources
General

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committaen repay borrowings, fund &
maintain investments, comply with margin requiretsgfund our operations, pay management and ineef¢ies, pay dividends to our stockhols
and other general business needs. Our investmedtassets, excluding the principal only misdtnily CMBS we invest in, generate liquidity on
ongoing basis through principal and interest paysjeprepayments, net earnings retained prior taneay of dividends and distributions fr
unconsolidated investments, while the principalyanulti-family CMBS we invest in are backed by lo@h nonrecourse mortgage loans that pro
for the payment of principal at maturity date, whis typically seven to ten years. In addition, eleging on market conditions, the sale of investi
securities, structured financings or capital matkatsactions may provide additional liquidity. Hewer, our intention is to meet our liquidity ne
through normal operations with the goal of avoidimglanned sales of assets or emergency borrowifunads.

During the six months ended June 30, 2013, we wereided net cash of $21.5 million, as a resubd9.5 million provided by financi
activities and $28.1 million of cash provided byeogting activities, offset by $116.1 million used investing activities. Our financing activit
primarily included net proceeds from common andfgred stock issuances of $170.3 million and $6.i0ian in proceeds from financir
arrangements, partially offset by $29.9 milliorpayments made on mufiamily CDOs, $26.9 million in dividends paid andd$Q million in payment
made on residential CDOs. Our investing activifesnarily included $132.4 million of purchases détdessed residential mortgage loans, §
million of purchases of investment securities, 4rillion in loans held in multfamily securitization trusts, $8.4 million in neayments on oth
derivative instruments settled during the period $8.0 million in purchases of other assets, pértadfset by $70.3 million in principal paydowns
investment securities available for sale, $29.9ionilin principal repayments received on mdi#timily loans held in securitization trusts, $15.2lion
in restricted cash, $9.7 million in principal repagnts received on residential mortgage loans helskecuritization trusts, $1.9 million in princi
payments received on distressed residential moetlgsms held in securitization trust and $1.3 wonillof proceeds from sales of investment securities.

We fund our investments and operations throughlanbad and diverse funding mix, which includes peats from equity offerings, short-
term repurchase agreement borrowings, CDOs, seadfitdebt, and trust preferred debentures. The appeterms of financing used by us depenc
the asset being financed. In those cases wheratiize some form of structured financing, be itahgh CDOs or securitized debt (includ
financings similar to our CMBS Master Repurchasee&gent), the cash flow produced by the assetsémaé as collateral for these structured fin
instruments may be restricted in terms of theirarsapplied to pay principal or interest on CDQ@gurchase agreements, or notes that are seniar
interests. At June 30, 2013, we had cash andexpshalents balances of $53.3 million. The incraassash and cash equivalents from $31.8 millic
December 31, 2012 corresponds to our increasedakisblders’ equity as of June 30, 2013.

Liquidity — Financing Arrangements

We rely primarily on shorterm repurchase agreements (typically 30 dayshem€e the more liquid assets in our investmentfqar, suct
as Agency RMBS and CLOs. As of June 30, 2013, wee hautstanding short-term repurchase agreementsina of collateralized shottermr
borrowing, with eleven different financial institoms. These agreements are secured by certainr dfeestment securities and bear interest ratet
have historically moved in close relationship t®OR. Our borrowings under repurchase agreementbased on the fair value of our investn
securities portfolio. Interest rate changes andem®ed prepayment activity can have a negativedipathe valuation of these securities, reducire
amount we can borrow under these agreements. Mereour repurchase agreements allow the countépad determine a new market value of
collateral to reflect current market conditions dretause these lines of financing are not committedcounterparty can call the loan at any tirha
counterparty determines that the value of the terlld has decreased, the counterparty may inéiatergin call and require us to either post adui
collateral to cover such decrease or repay a podiothe outstanding borrowing in cash, on minimatice. Moreover, in the event an exis
counterparty elected to not renew the outstandialgrize at its maturity into a new repurchase agee¢nwe would be required to repay
outstanding balance with cash or proceeds recdioed a new counterparty or to surrender the sdesrthat serve as collateral for the outstan
balance, or any combination thereof. If we are ig&d secure financing from a new counterparty laad to surrender the collateral, we would ex
to incur a loss. In addition, in the event one of tenders under the repurchase agreement defaulits obligation to “re-sell'dr return to us tr
securities that are securing the borrowings atetie of the term of the repurchase agreement, wédwoaur a loss on the transaction equal tc
amount of “haircut” associated with the short-teapurchase agreement, which we sometimes refer tioea’amount at risk.As of June 30, 2013, \
had an aggregate amount at risk under our sbart-repurchase agreements with eleven countegpartiapproximately $71.1 million, with no gre:
than approximately $21.7 million at risk with aripgle counterparty. The volatility in the marketpé during the second quarter of 2013 has nc
an impact on our liquidity or our ability to finamour more liquid assets through short-term remselagreements.
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At June 30, 2013, the Company had sherntn repurchase agreement borrowings to financenesstment portfolio of $855.2 million
compared to $889.1 million as of December 31, 201iZddition to our excess cash, the Company hds63@iillion in unencumbered securiti
including $46.8 million of RMBS, of which $44.3 rin are Agency RMBS. The $53.3 million of cashe $$46.8 million in RMBS, and the $1
million held in overnight deposits in our Agency portfolio (included in restricted cash that is itatsle to meet margin calls as it relates to oueAg
IO portfolio repurchase agreements), which collegti represent 13.7% of our financing arrangememstfolio investments as of June 30, 2013
liquid and could be monetized to pay down or celalize the liability immediately.

Also outstanding at June 30, 2013 was $40.0 milbbshortterm repurchase agreement borrowings to financerop of our distress¢
residential mortgage loans at an interest rate2%. At June 30, 2013, the distressed residemigatgage loans pledged by the Company as coll
for the repurchase agreement had unpaid princigdahle of $82.2 million. In connection with the wétization transaction discussed above under “
Subsequent Events — Completion of Distressed Ratiididlortgage Loans Securitization Transactiomg' repaid the borrowings under this repurc
agreement in full subsequent to June 30, 2013.

At June 30, 2013, we also had other longer-ternt,dabluding Residential CDOs outstanding of $17@lion, multi-family CDOs
outstanding of $6.6 billion (which represent obtigas of the Consolidated Keries), subordinated debt of $45.0 million andisgzed debt of $117
million. The CDOs are collateralized by the resitikd and multifamily loans held in securitization trusts, respegly. The securitized debt represe
the notes issued from (i) our May 2012 multi-famiéssecuritization transaction, (ii) our Novemb@12 multifamily CMBS collateralized recour
financing transaction, and (iii) our December 2@itressed residential mortgage loan securitizatimmsaction, which are described in Note 13 ir
unaudited condensed consolidated financial statesnen

As of June 30, 2013, our overall leverage ratioluding both our short- and longer-term financiagd excluding the CD@’issued by tt
Consolidated K-Series and our Residential CDOsddiV by stockholdersquity, was approximately 2.2 to 1. Our overalelage ratio on our sh
term financings or callable debt was approximate$y/to 1. We monitor all at risk or short term lmwvings to ensure that we have adequate liquid
satisfy margin calls and have the ability to resptmother market disruptions.

Liquidity — Hedging and Other Factors

Certain of our hedging instruments may also impactliquidity. We use interest rate swaps, swatidrBAs, Eurodollar or other futui
contracts to hedge interest rate risk associatéld eir investments in Agency RMBS (including Ageri©s). With respect to interest rate swi
futures contracts and TBAs, initial margin deposiif be made upon entering into these contracts ean be either cash or securities. During
period these contracts are open, changes in the wélthe contract are recognized as unrealizetsgailosses by marking to market on a daily bia
reflect the market value of these contracts ateth@ of each dag’ trading. We may be required to satisfy variabkrgim payments periodical
depending upon whether unrealized gains or logsemeurred.

We also use TBAs to hedge interest rate risk agtatiwith our investments in Agency 10s. Sincewgli for these securities extel
beyond the typical settlement dates for most derivative investments, these transactions are manee to market fluctuations between the trade
and the ultimate settlement date, and thereby ame wulnerable to increasing amounts at risk whih applicable counterparties. The use of T
associated with our Agency 10 investments creatgsficant short term payables (and/or receivablspunting to $238.4 million at June 30, 2(
and is included in payable for securities purchasedur consolidated balance sheet.

We also use U.S. Treasury securities and U.S. Tingdatures and options to hedge interest rate ais$ociated with our investments

Agency 10s and interest rate swap agreements aagt®ms as a mechanism to reduce the interestisktef our Agency ARMs and mortgage lo
held in securitization trusts.
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Liquidity — Equity Offerings

In addition to the financing arrangements describbdve under the caption “—Liquidity—Financing Amgements,"we also rely o
secondary equity offerings as a source of bo thitdeam and long-term liquidity. See “—Key Seconda@er 2013 Development$dr informatior
regarding public stock offerings completed by u2013.

We also may generate liquidity through the salshafres of our common stock in an “at the marké#ring program pursuant to an eqt
distribution agreement, as well as through the shkhares of our common stock pursuant to ourd@ind Reinvestment Plan, or DRIP. On Jar
14, 2012, we filed a registration statement on F&¥ to enable us to issue up to $20,000,000 of shafresir common stock pursuant to
DRIP. On June 11, 2012, we entered into an eglistyibution agreement with IMP Securities LLC las placement agent, pursuant to which we
sell up to $25,000,000 of shares of our commonksfiaen time to time through the placement agentsPant to the equity distribution agreement
shares may be offered and sold through the placeagemt in transactions that are deemed to bénéairtarket offerings as defined in Rule 415 un
the Securities Act of 1933, as amended, includadgssmade directly on The Nasdaq Stock Market l@ssaade to or through a market maker ¢
than on an exchange or, subject to the terms afittew notice from us, in privately negotiated santions. We have no obligation to sell any o
shares under the equity distribution agreementnazg at any time suspend solicitations and offexdeunhe equity distribution agreement. As of .
30, 2013, we have issued 480,014 shares of comtnok snder the equity distribution agreement.

Management Agreements

We have investment management agreements with Biwner Midway and Headlands, pursuant to which we thase managers a b
management and incentive fee quarterly in arrégs."— Results of OperationsGemparison of the Quarter and Six Months Ended 300013 t
the Quarter and Six Months Ended June 30, 202mparative Expenses" for more information regaydhee management fees paid during the
months ended June 30, 2013. In addition, pursioathie terms of our former advisory relationshiphaiCS, we also may pay incentive compensi
to HCS with respect to those assets of our comghat were managed by HCS at the time the adviselgtionship with HCS concluded (i
“Incentive Tail Assets”) until such time as suclkeéntive Tail Assets are disposed of by us or mature

Dividends

On June 18, 2013, we declared a Series B Pref&tatk cash dividend of $0.22066 per share of S&i€seferred Stock for the par
guarterly period that began on June 4, 2013 aneéceiod July 14, 2013. This dividend was paid on Xly 2013 to holders of record of Serie
Preferred Stock as of July 1, 2013.

On June 18, 2013, we declared a 2013 second qearkrdividend of $0.27 per common share, whithaéssame amount that was decl
for the 2013 first quarter. The dividend was paidJaly 25, 2013 to common stockholders of recordfakine 28, 2013. The dividend was paid o
our working capital. We expect to continue to pagrgerly cash dividends on our common stock duttiegnear term. However, our Board of Direc
will continue to evaluate our dividend policy eaparter and will make adjustments as necessargdbas a variety of factors, including, among ¢
things, the need to maintain our REIT status, marfcial condition, liquidity, earnings projectioasd business prospects. Our dividend policy dot
constitute an obligation to pay dividends.

We intend to make distributions to our stockholdersomply with the various requirements to maimt@air REIT status and to minimize
avoid corporate income tax and the nondeductibtésextax. However, differences in timing betweea tbcognition of REIT taxable income and
actual receipt of cash could require us to sektassr to borrow funds on a shéerm basis to meet the REIT distribution requireteemd to minimiz
or avoid corporate income tax and the nondeductiktése tax.
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Exposure to European financial counterparties

We finance the acquisition of a significant portioihour mortgagdsacked securities with repurchase agreements.rinemion with thes
financing arrangements, we pledge our securitiesoflateral to secure the borrowings. The amountafateral pledged will typically exceed -
amount of the financing with the extent of owallateralization ranging from 4% of the amountrbered (in the case of Agency ARM and Age
fixed rate RMBS collateral) to up to 35% (in theseaf CLO collateral). While our repurchase agregnfinancing results in us recording a liability
the counterparty in our condensed consolidatednbeal@heet, we are exposed to the counterpartyrihgl the term of the repurchase agreel
financing, a lender should default on its obligatend we are not able to recover our pledged asBeésamount of this exposure is the differe
between the amount loaned to us plus interestaltigetcounterparty and the fair value of the cetftalt pledged by us to the lender (including acc
interest receivable on such collateral).

Several large European banks have experiencedcfalatifficulty in recent years, some of whom haequired a rescue or assistance 1
other large European banks or the European CeBaiak. Some of these banks have U.S. banking salgdiwhich have provided repurch
agreement financing or interest rate swap agreesm@nus in connection with the acquisition of vasonvestments, including mortgabeeket
securities investments. We have outstanding repseelagreement borrowings with Credit Suisse Fiostd@ LLC in the amount of $8618illion at
June 30, 2013 with a net exposure of $4.5 millidfe. have outstanding repurchase agreement borrowiitiyeutsche Bank Securities in the ams
of $89.8 million at June 30, 2013 with a net expesef $5.7 million. We have outstanding repurchageement borrowings with Barclays Capital
in the amount of $92.3 million at June 30, 2013hwvdtnet exposure of $6.4 million. We have outstagditerest rate swap agreements with C
Suisse International as a counterparty in the amofi245.0 million notional with a net exposure &ff.7 million. In addition, certain of our U
based counterparties may have significant expdsuttee financial and economic turmoil in Europe e¥hcould impact their future lending activities
cause them to default under agreements with uselevent one or more of these counterpartieseir #ffiliates experience liquidity difficulties itne
future, our liquidity could be materially adverselffected.

Inflation

For the periods presented herein, inflation has bekatively low and we believe that inflation hast had a material effect on our result
operations. The impact of inflation is primarilyflexted in the increased costs of our operationgu#ly all our assets and liabilities are finaadin
nature. Our consolidated financial statements ammesponding notes thereto have been preparedcdordance with GAAP, which require 1
measurement of financial position and operatingltesn terms of historical dollars without congiahg the changes in the relative purchasing povi
money over time due to inflation. As a result, iet# rates and other factors influence our perfogadar more than inflation. Inflation affects
operations primarily through its effect on intereses, since interest rates typically increasendyseriods of high inflation and decrease duriegqu:
of low inflation. During periods of increasing inést rates, demand for mortgages and a borrevwasility to qualify for mortgage financing ir
purchase transaction may be adversely affectedn®yeriods of decreasing interest rates, borroweayg prepay their mortgages, which in turn |
adversely affect our yield and subsequently theesaf our portfolio of mortgage assets.

Off-Balance Sheet Arrangements
We did not maintain any relationships with uncoidaded entities or financial partnerships, suclemtities often referred to as struct
finance or special purpose entities, establishedhe purpose of facilitating offalance sheet arrangements or other contractuathpw or limitec

purposes. Further, we have not guaranteed anyatioligs of unconsolidated entities nor do we hawe @mmitment or intent to provide funding
any such entities.
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Item 3. Quantitative and Qualitative Disclosures hout Market Risk

This section should be read in conjunction withetit 1A. Risk Factors” in our Annual Report on ForfKL and our subsequent perio
reports filed with the SEC.

We seek to manage risks that we believe will impactbusiness including, interest rates, liquidisgpayments, credit quality and ma
value. When managing these risks we consider thgadmon our assets, liabilities and derivative fpmss. While we do not seek to avoid |
completely, we believe the risk can be quantifiedf historical experience and seek to actively rgartaat risk, to generate riskljusted total retur
that we believe compensate us appropriately fasehisks and to maintain capital levels consisiétit the risks we take.

The following analysis includes forwatdeking statements that assume that certain marteditions occur. Actual results may dif
materially from these projected results due to glearin our portfolio assets and borrowings mix dod to developments in the domestic and g
financial and real estate markets. Developmentkarfinancial markets include the likelihood of ngang interest rates and the relationship of va
interest rates and their impact on our portfolielgj cost of funds and cash flows. The analyticethrads that we use to assess and mitigate
market risks should not be considered projectidrigtare events or operating performance.

Interest Rate Risk

Interest rates are sensitive to many factors, diolygovernmental, monetary, tax policies, domestid international economic conditic
and political or regulatory matters beyond our oontChanges in interest rates affect the valu¢gheffinancial assets we manage and hold ir
investment portfolio and the variablate borrowings we use to finance our portfolicha@ges in interest rates also affect the inteesstswaps, cay
financial futures, TBAs and other securities otrimsients we use to hedge our portfolio.

Our net interest income depends on differences dmiwhe yields earned on our investments and ostr afoborrowing and hedgil
activities. The cost of our borrowings will gendyabe based on prevailing market interest rategiriguperiods of rising interest rates, the borray
costs associated with our floating rate debt apdnehase agreements tend to increase while thenm@arned on many of our investments may re
substantially unchanged until the interest ratéhmse particular investments resets, if at all.'Smenismatch results in a narrowing of the netrex
spread between our assets and related borrowirtymawg even result in losses. The severity of amp slecline will depend upon the compositio
our assets and liabilities at the time as welhasmagnitude and duration of the interest rateciee.

For example, we hold RMBS, some of which may haxedf rates or interest rates that adjust on vardaiss that are not synchronize
the adjustment dates on our repurchase agreenhemsneral, the re-pricing of our repurchase agesmoccurs more quickly than themeeing of
our variableinterest assets. Thus, it is likely that our flogtrate borrowings, such as our repurchase agréenveiti react to interest rates before
RMBS. In addition, the interest rates on our Agefikgd-rate RMBS will not change the during the life oétkecurity, while the interest rates on
Agency ARMs backed by hybrid ARMs may be limitedadperiodic cap,’or an increase of typically 1% or 2% per adjustmesriod, while oL
borrowings do not have comparable limitations. Meer, changes in interest rates can directly immaepayment speeds, thereby affecting
expected cash flows of our RMBS. During a declinimiggrest rate environment, the prepayment of RMB accelerate (as borrowers may o)
refinance at a lower interest rate) causing thewannof liabilities that have been extended by tee af interest rate swaps to increase relativéd
amount of RMBS, possibly resulting in a declineoiur net return on RMBS, as replacement RMBS maye fzalower yield than those being prep
Conversely, during an increasing interest raterenment, RMBS may prepay more slowly than expeategiiring us to finance a higher amour
RMBS than originally forecast and at a time wheteriest rates may be higher, resulting in a dedtingur net return on RMBS. Accordingly, eact
these scenarios can negatively impact our netasténcome.

We seek to manage interest rate risk in our paetfoy utilizing interest rate swaps, swaptions, s;agnd Eurodollars with the goal
optimizing net interest income while attemptingatmid risk that we believe is inappropriate in tighi our expected total returns. Further, an inst
in shortterm interest rates could also have a negativedtmpathe market value of our investments. If ahthese events happen, we could experi
a decrease in net income or incur a net loss diuhiege periods, which could adversely affect ayuidlity and results of operations. We do not et
any of these transactions for speculative purposes.

We utilize a modebased risk analysis system to assist in projeqtioigfolio interest rate sensitivity over a scenasfodifferent interes
rates. The model incorporates shifts in interets;achanges in prepayments and other factors tmpgathe interest rate sensitivity of our finan
assets, liabilities and hedging instruments.
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Based on the results of the model, the instantanebanges in interest rates specified below woalctihe following effect on net inter
income for the next 12 months based on our asadttiabilities as of June 30, 2013 (dollar amountghousands):

Changes in Net Interest Income
Changes in Net Interest

Changes in Interest Rates Income
+200 $ 602
+100 $ 3,091
-100 $ (16,179

Interest rate changes may also impact our net lvabke as our financial assets and related hedgeatigees are marked-toarket eac
guarter. Generally, as interest rates increaseyahee of our mortgage assets will decrease, andarsely, as interest rates decrease, the valsaot
investments will increase. In general, we expeat,tbver time, decreases in the value of our plistidtributable to interest rate changes will set,
to the degree we are hedged, by increases in w@laer interest rate swaps or other financial unsients used for hedging purposes, and vice \
However, the relationship between spreads on sexsuaind spreads on our hedging instruments mayfk@n time to time, resulting in a net aggre(
book value increase or decline. That said, unleseetis a material impairment in value that wowsluit in a payment not being received on a sec
or loan, or if we are forced to sell a securitylaan due to liquidity concerns, changes in the bealkie of our portfolio will not directly affect o
recurring earnings or our ability to make a digitibn to our stockholders.

Liquidity Risk

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committaen repay borrowings, fund &
maintain investments, pay dividends to our stoattéd and other general business needs. We recdpeizeeed to have funds available to operat
business. It is our policy to have adequate lidyidit all times. We plan to meet liquidity througlormal operations with the goal of avoid
unplanned sales of assets or emergency borrowifighds.

Our principal sources of liquidity are the repureh@agreements on our mortgdsgeked securities, the CDOs we have issued todean
loans held in securitization trusts, securitizeltdeust preferred securities, the principal amerest payments from our assets and cash profeea
the issuance of equity or debt securities (as ntankeé other conditions permit). We believe our gxgscash balances and cash flows from opere
will be sufficient for our liquidity requirementsif at least the next 12 months.

In the event the value of our assets pledged datedl suddenly decrease, margin calls relatingup repurchase agreements ci
increase, causing an adverse change in our liguptisition. Additionally, if one or more of our neqghase agreement counterparties chose |
provide ongoing funding, we may unable to replace the finag¢hrough other lenders on favorable terms otlafa such, we provide no assura
that we will be able to roll over our repurchaseeaments as they mature from time to time in theréu See Item 2, "Management's Discussior
Analysis of Financial Condition and Results of CGiems - Liquidity and Capital Resources" in thisa@erly Report on Form 1Q- for furthe
information about our liquidity and capital resceiroanagement.

Prepayment Risk

When borrowers repay the principal on their residémortgage loans before maturity or faster ttiaeir scheduled amortization, the ef
is to shorten the period over which interest is1edr and thereby, reduce the yield for residentialtgage assets purchased at a premium to thei
current balance, as with our portfolio of Agency B81 Conversely, residential mortgage assets puechias less than their then current balance,
as our distressed residential mortgage loans exhidpher yields due to faster prepayments. Furtbeemprepayment speeds exceeding or lower
our modeled prepayment speeds impact the effeesgenf any hedges we have in place to mitigatending and/or fair value risk. Generally, wi
market interest rates decline, borrowers have detgry to refinance their mortgages, thereby inangaprepayments. The impact of increa:
prepayment rates, whether as a result of declimitggest rates, government intervention in the gage markets or otherwise, is particularly acuti
respect to our Agency 10s. Because the value dOasecurity is wholly contingent on the underlyimgprtgage loans having an outstanding print
balance, an unexpected increase in prepayment oatdhe pool of mortgage loans underlying the I@sld significantly negatively impact t
performance of our Agency IOs.

Our modeled prepayments will help determine thewamof hedging we use to o$et changes in interest rates. If actual prepayspeed
are faster than modeled, the yield will be lesstimodeled in cases where we paid a premium fop#ngcular residential mortgage asset. Conver
when we have paid a premium, if actual prepaymatetsrexperienced are slower than modeled, we wamalortize the premium over a longer t
period, resulting in a higher yield to maturity.
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In an environment of increasing prepayment spet@stiming difference between the actual cash peagd principal paydowns and t
announcement of the principal paydown may resudidditional margin requirements from our repurcheag®ement counterparties.

We seek to manage prepayment risk by constantljuatmag our residential mortgage assets relativerepayment speeds observec
assets with a similar structure, quality and charégtics. Furthermore, we stretest the portfolio as to prepayment speeds andeisiteate risk in ord
to further develop or make modifications to our ¢pethalances. Historically, we have not hedged 1008&ur liability costs due to prepayment risk.

Credit Risk

Credit risk is the risk that we will not fully ceitt the principal we have invested in our creditsite/e assets, including distressed reside
and other mortgage loans, CMBS and CLOs due toober defaults. In selecting the credit sensitiveets in our portfolio, we seek to identify i
invest in assets with characteristics that we beligfset or limit the exposure of borrower defauti the Company.

With respect to the $189.9 million of distressesidential loans the Company owned at June 30, 20&3nortgage loans were purchase
a discount to par reflecting their distressed stateperceived higher risk of default, which may liude higher LTVS and, in certa
instances, delinquent loan payments. Prior toattguisition of distressed residential mortgage doaur external investment manager validates
information provided by the sellers that is necessa determine the value of the distressed resiaglemortgage loans. We then seek to maximiz:
value of the mortgage loans that we acquire eitherugh borrower assisted refinancing, outrighinlsale or through foreclosure and resale o
underlying home.

As of June 30, 2013, we own $197.6 million of fiets CMBS comprised of POs that are backed by centiadl mortgage loans on multi-
family properties at a weighted average amortizethse price of approximately 27.0% of current par of June 30, 2013, we own approxima
$32.1 million of notes issued by a CLO at a dis¢edrpurchase price equal to 44.2% of par. The g&suare backed by a portfolio of middle ma
corporate loans. We also own approximately $5llianiof mezzanine financing at June 30, 2013, leady residential and multi-family properties.

Fair Value Risk

Changes in interest rates also expose us to meaka (fair value) fluctuation on our assets, litibs and hedges. While the fair value
the majority of our assets that are measured @carning basis are determined using Level 2 faiues (excluding the impact of consolidations
accounting purposes related to our investments utiiHiamily CMBS issued by certain Freddie Mac-spored K-Series securitizations), we o
certain assets, such as our CMBS, classified asll®¥ssets, for which fair values may not be riaavailable if there are no active trading mar
for the instruments. In such cases, fair valueslevonly be derived or estimated for these investihersing various valuation techniques, suc
computing the present value of estimated futuréd d¢asvs using discount rates commensurate withrigles involved. However, the determinatior
estimated future cash flows is inherently subjectind imprecise. Minor changes in assumptionstonaon methodologies can have a material e
on these derived or estimated fair values. Ourvalue estimates and assumptions are indicatitheofnterest rate environment as of June 30, :
and do not take into consideration the effectaubkequent interest rate fluctuations.

We note that the values of our investments in dditre instruments, primarily interest rate hedgesuor debt, will be sensitive to chan

in market interest rates, interest rate spreadso#ret market factors. The value of these investesnean vary and has varied materially from peri
period.
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The following describes the methods and assumpti@use in estimating fair values of our finanoiatruments:

Fair value estimates are made as of a specifict poitime based on estimates using present valuather valuation techniques. Th
technigues involve uncertainties and are signitigaaffected by the assumptions used and the jud¢snmeade regarding risk characteristics of val
financial instruments, discount rates, estimat®ifre cash flows, future expected loss experiemzkother factors.

Changes in assumptions could significantly afféese estimates and the resulting fair values. Bdrifair value estimates cannot
substantiated by comparison to independent madgetsin many cases, could not be realized in anddiate sale of the instrument. Also, becau:
differences in methodologies and assumptions ugeelstimate fair values, the fair values used byshsuld not be compared to those of c
companies.

The table below presents the sensitivity of theketavalue and net duration changes of our portfasief June 30, 2013, using a discou
cash flow simulation model assuming an instantasdoterest rate shift and assuming a static paotfdhpplication of this method results in
estimation of the fair market value change of asess, liabilities and hedging instruments perld&is point shift in interest rates.

The use of hedging instruments is a critical pakw interest rate risk management strategies tla@effects of these hedging instrum
on the market value of the portfolio are refleciethe model's output. This analysis also takes @onsideration the value of options embedded n
mortgage assets including constraints on theri@ng of the interest rate of assets resultingnfrperiodic and lifetime cap features, as we
prepayment options. Assets and liabilities thatrexeinterest ratsensitive such as cash, payment receivables, preppenses, payables and acc
expenses are excluded.

Changes in assumptions including, but not limidvblatility, mortgage and financing spreads, psepent behavior, defaults, as wel
the timing and level of interest rate changes afiiéct the results of the model. Therefore, acteslilts are likely to vary from modeled results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amounts in thousand:
+200 $ (74,91 2.93 years
+100 $ (37,419 2.55 years
Base — 1.75 years
-100 $ 20,43: 0.30 years

It should be noted that the model is used as attomlentify potential risk in a changing intereate environment but does not include
changes in portfolio composition, financing straésgmarket spreads, changes in business volunwwmaoges in overall market liquidity.
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ltem 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedure$Ve maintain disclosure controls and procedures dn@ designed to ensure 1
information required to be disclosed in the reptr& we file or submit under the Securities ExaeAct of 1934, as amended, is recorded, proce
summarized and reported within the time periodsciipel in the rules and forms of the SEC, and thath information is accumulated i
communicated to our management as appropriatelde aimely decisions regarding required disclosudes evaluation was performed under
supervision and with the participation of our magragnt, including our Chief Executive Officer andi€@Hrinancial Officer, of the effectiveness of
disclosure controls and procedures (as defineduleRL3a-15(e) and 18kb(e) under the Securities Exchange Act of 1934nasnded) as of June
2013. Based upon that evaluation, our Chief Exeeudfficer and Chief Financial Officer concludedtiour disclosure controls and procedures

effective as of June 30, 2013.

Changes in Internal Control Over Financial RepodiThere have been no changes in our internal cootret financial reporting durir
the quarter ended June 30, 2013 that have mayegifficted, or are reasonably likely to materialffect, our internal control over financial repagi
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PART Il. OTHER INFORMATION
Iltem 1A. Risk Factors

We previously disclosed risk factors under "ltem BR#sk Factors" in our Annual Report on Form KCer the year ended December
2012 and in our Quarterly Report on Form @QOfor the quarter ended March 31, 2013. In additionthose risk factors and the other informa
included elsewhere in this report, you should atagefully consider the risk factors discussed beldte risks described below and in our Ani
Report on Form 1-K for the year ended December 31, 2012 and inQuarterly Report on Form 1Q for the quarter ended March 31, 2013 are
the only risks facing our company. Additional rigksd uncertainties not currently known to us ortth@ deem to be immaterial also may mater
adversely affect our business, financial conditimal/or results of operations.

Separate legislation has been introduced in both houses of the U.S. congress, which would, among other things, revoke the charters of Fannie Mae
and Freddie Mac, and we could be materially adversely affected if these proposed laws were enacted.

On June 25, 2013, a bipartisan group of senattmsduced the Housing Finance Reform and TaxpayeteBtion Act of 2013, which mi
serve as a catalyst for congressional discussioth@meform of Fannie Mae and Freddie Mac, to th®. $enate. On July 11, 2013, members ¢
House Committee on Financial Services introducedPtfotecting American Taxpayers and Homeownergditite U.S. House of Representatives.

While the two bills are distinguishable in manypests, they have some notable commonalities. Bitith dall for the revocation of tt
charters of Fannie Mae and Freddie Mac and seglctease the opportunities for private capitaladipipate in, and consequently bear the risk st
in connection with, governmegtiaranteed mortgage back securities. Both bills laés/e considerable support in their respectiveséewf Congres
which suggests that efforts to reform and possifilminate Fannie Mae and Freddie Mac may be gaimiogentum.

The passage of any new legislation affecting Fahtdae and Freddie Mac may create market uncertaintyreduce the actual or percei
credit quality of securities issued or guarantegdhle U.S. government through a new or existingsssor entity to Fannie Mae and Freddie Me
the charters of Fannie Mae and Freddie Mac werakesy; it is unclear what effect, if any, this wollave on the value of the existing Fannie Mae
Freddie Mac Agency RMBS. It is also possible tha abovereferenced proposed legislation, if made law, caddersely impact the market
securities issued or guaranteed by the U.S. govemhand the spreads at which they trade. The fonggmuld materially adversely affect the prici
supply, liquidity and value of our target assetd atherwise materially adversely affect our bussneperations and financial condition.

Item 6. Exhibits

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

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

NEW YORK MORTGAGE TRUST, INC

Date: August 8, 2013 By: /s/ Steven R. Mumma

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

Date: August 8, 2013 By: /s/ Fredric S. Starker

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

Exhibit Description

3.1(a) Articles of Amendment and Restatement of New Yoréirfdage Trust, Inc. (Incorporated by reference xbilit 3.1 to the Company
Registration Statement on Form S-11 as filed wha $ecurities and Exchange Commission (Registréion3334111668), effectiv
(June 23, 2004).

3.1(b) Articles of Amendment of the Registréintorporated by reference to Exhibit 3.1(f) te ompany's Current Report on ForrK 8led
on June 15, 2009 (File No. 00132216)).

3.1(c) Certificate of Notice, dated May 4, 2Qdncorporated by reference to Exhibit 3.1(g)lte Company's Quarterly Report on FormQo-
filed on May 4, 2012 (File No. 00132216)).

3.2 Bylaws of New York Mortgage Trust, Incs, @amended (Incorporated by reference to Exhibitt@.the Company Annual Report ¢
Form 10-K filed on March 4, 2011).

3.3 Articles Supplementary designating the Company’ %% Series B Cumulative Redeemable Preferred Stbek“Series B Preferre
Stock”). (Incorporated by reference to Exhibit 8f3he Company’s Registration Statement on Formfdetd on May 31, 2013).

4.1 Form of Common Stock Certificate. (Incaaded by reference to Exhibit 4.1 to the Compamegistration Statement on Forml$-a:
filed with the Securities and Exchange CommissRedistration No. 333-111668), effective June 2840

4.2(a) Junior Subordinated Indenture between The New Yoktgage Company, LLC and JPMorgan Chase Bank,oNakiAssociation, ¢
trustee, dated September 1, 2005. (Incorporategfieyence to Exhibit 4.1 to the Company’s Curreap®&t on Form 8< as filed witt
the Securities and Exchange Commission on Septef2905).

4.2(b) Parent Guarantee Agreement between New York Mogtgagst, Inc. and JPMorgan Chase Bank, Nationabéiation, as guarant
trustee, dated September 1, 2005. (Incorporataéfeyence to Exhibit 10.1 to the Company's CurReport on Form & as filed witt
the Securities and Exchange Commission on Septe®2905 (File No 001-32216)).

4.3(a) Junior Subordinated Indenture between The New Yoktgage Company, LLC and JPMorgan Chase Bank,oNakiAssociation, ¢
trustee, dated March 15, 2005 (Incorporated byreefee to Exhibit 4.3(a) to the Company's Quart&gport on Form 1@ filed or
August 9, 2012 (File No. 001-32216)).

4.3(b) Parent Guarantee Agreement between New York Moetdagst, Inc. and JPMorgan Chase Bank, Nationabéiaton, as guarant
trustee, dated March 15, 2005. (Incorporated bgregice to Exhibit 4.3(b) to the Company's Quart&d#port on Form 1@ filed or
August 9, 2012 (File No. 001-32216)).

4.4 Form of Certificate representing the Series B RreteStock. (Incorporated by reference to Exhibdt 8f the Companyg Registratio
Statement on Form 8-A filed on May 31, 2013).

Certain instruments defining the rights of holdefdongterm debt securities of the Registrant and its &lidases are omitted pursua

to Item 601(b)(4)(iii) of Regulation K- The Registrant hereby undertakes to furnishht $EC, upon request, copies of any
instruments.
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10.1 Underwriting Agreement, by and among New York Madg Trust, Inc., Deutsche Bank Securities Inc. @retit Suisse Securiti
(USA) LLC, dated as of April 29, 2013. (Incorportey reference to Exhibit 1.1 to the Company’s €ntReport on Form B-filed on
May 2, 2013 (File No. 001-32216)).

10.2 Underwriting Agreement, dated May 28, 2013, by antbng New York Mortgage Trust, Inc., Citigroup GdbMarkets Inc. and Keel
Bruyette & Woods, Inc. (Incorporated by referenoeEixhibit 1.1 to the Company’s Current Report onnr@K as filed with th
Securities and Exchange Commission on May, 31, ZBil& No. 001-32216)).

12.1 Statement re: Computation of Ratios.*

311 Section 302 Certification of Chief ExaeetOfficer.*

31.2 Section 302 Certification of Chief Fineh©fficer.*

321 Section 906 Certification of Chief ExaeetOfficer and Chief Financial Officer.*

101.INS XBRL Instance Document ***
101.SCH Taxonomy Extension Schema Document ***
101.CAL Taxonomy Extension Calculation Linkbase Documerit **

101.DEF Taxonomy Extension Definition Linkbase Document ***

XBRL

Taxonomy Extension Label Linkbase Document ***
101.LAB

Taxonomy Extension Presentation Linkbase Document *
101.PRE

*  Filed herewith.

**  Furnished herewith. Such certification shallt i@ deemed “filed” for the purposes of Sectiorol&he Securities Exchange Act of 1934, as
amended.

** Submitted electronically herewith. Attached as BxhiO1 to this report are the following documefdgsmatted in XBRL (Extensible Busine
Reporting Language): (i) Condensed ConsolidatecariBa Sheets at June 30, 2013 and December 31, #f)1Zondensed Consolidat
Statements of Operations for the six months endeé 30, 2013 and 2012; (iii) Condensed Consolid&tadements of Comprehensive (Lt
Income for the six months ended June 30, 2013 aad;Ziv) Condensed Consolidated Statement of Simders’Equity for the six months end
June 30, 2013; (v) Condensed Consolidated Statsm@nCash Flows for the six months ended June 8@3 2and 2012; and (vi) Notes
Condensed Consolidated Financial Statements. Wéd¢inss data are advised pursuant to Rule 406 TegfuRation SF that this interactive data f
is deemed not filed or part of a registration stent or prospectus for purposes of Sections 12 mfthe Securities Act of 1933, is deemed
filed for purposes of Section 18 of the Securitied Exchange Act of 1934, and otherwise is notesuttp liability under these sections.

75



Ratio of Earnings to Fixed Charges
Ratio of Earnings to Combined Fixed Charges and Prferred Stock Dividends
(dollars in thousands)

Exhibit 12.1

For the Six
Months
Ended For the Years Ended December 31,
June 30, 201: 2012 2011 2010 2009 2008
Earnings:

Pretax income (loss) from continuing

operations $ 27,60t 29,10C $ 524 % 567C $ 10,88 $ (25,769

Fixed charges 101,06: 105,92¢ 4,83 9,611 14,23t 36,26(

Dividends distributed to shareholders 26,87¢ 22,30« 8,27( 8,10z 7,10¢ 4,10(C

Equity investee adjustment 13€ (39 (174 (64) - -

Noncontrolling interest - 97 (97) - - -
Total Earnings $ 155,67t 157,38¢ $ 18,07¢ $ 23,31¢ $ 32,220 % 14,59¢
Fixed Charges:

Interest expense $ 101,06: 105,92t $ 4837 $ 9,611 $ 1423 % 36,26(
Total Fixed Charges 101,06: 105,92¢ 4,83 9,611 14,23t 36,26(
Preferred stock dividends 662 - - - - -
Total Combined Fixed Charges and
Preferred Stock Dividends $ 101,72 105,92t $ 4831 $ 9,611 $ 14,23t $ 36,26(
Ratio of earnings to fixed charges 1.54 1.4¢ 3.74 2.43 2.2¢€ 0.4C
Ratio of earnings to combined fixed
charges and preferred stock dividends 1.5 1.4¢ 3.74 2.43 2.2¢€ 0.4C
Deficiency related to ratio of earnings ti
fixed charges NA NA NA NA NA $ (21,669
Deficiency related to ratio of earnings ti
combined fixed charges and preferred
stock dividends NA NA NA NA NA $ (21,669



Exhibit 31.1

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

I, Steven R. Mumma, certify that:

1. I have reviewed this quarterly report on ForraQ@r the quarter ended June 30, 2013 of New Yoktgage Trust, Inc.;

2. Based on my knowledge, this report does notaiordny untrue statement of a material fact or dmistate a material fe

necessary to make the statements made, in lighieofircumstances under which such statements made, not misleading with respect to the pe
covered by this report;

3. Based on my knowledge, the financial statemeantd, other financial information included in thiport, fairly present in ¢

material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this report;

4. The registran$ other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedurt

(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange Act Rules 13f)
and 15d-15(f)) for the registrant and have:

@)

(b)

(©

(d)

Designed such disclosure controls and proceduresawsed such disclosure controls and proceduréde tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this report is being prepared

Designed such internal control over financial réipgr, or caused such internal control over finaha@orting to be designed uni
our supervision, to provide reasonable assurangarding the reliability of financial reporting arde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsmeport our conclusions abi
the effectiveness of the disclosure controls aramtgaures, as of the end of the period covered sy réport based on sL
evaluation; and

Disclosed in this report any change in the regmsanternal control over financial reporting theatcurred during the registrat
most recent fiscal quarter (the registrant's fodidbal quarter in the case of an annual repod} tras materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal abnovel

financial reporting, to the registrant's auditorsl ghe audit committee of the registrant's boardliofctors (or persons performing the equive

functions):

@

(b)

All significant deficiencies and material weaknessethe design or operation of internal controtiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and refpaincial  information; and

Any fraud, whether or not material, that involvesrmagement or other employees who have a significdatin the registran
internal control over financial reporting.

Date: August 8, 2013

/sl Steven R. Mumma

Steven R. Mumma

Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.2

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

I, Fredric S. Starker, certify that:

1. I have reviewed this quarterly report on ForraQ@r the quarter ended June 30, 2013 of New Yoktgage Trust, Inc.;

2. Based on my knowledge, this report does notaiordny untrue statement of a material fact or dmistate a material fe

necessary to make the statements made, in lighieofircumstances under which such statements made, not misleading with respect to the pe
covered by this report;

3. Based on my knowledge, the financial statemeantd, other financial information included in thiport, fairly present in ¢

material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this report;

4. The registran$ other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedurt

(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange Act Rules 13f)
and 15d-15(f)) for the registrant and have:

@)

(b)

(©

(d)

Designed such disclosure controls and proceduresawsed such disclosure controls and proceduréde tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this report is being prepared

Designed such internal control over financial réipgr, or caused such internal control over finaha@orting to be designed uni
our supervision, to provide reasonable assurangarding the reliability of financial reporting arde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsmeport our conclusions abi
the effectiveness of the disclosure controls aramtgaures, as of the end of the period covered sy réport based on sL
evaluation; and

Disclosed in this report any change in the regmsanternal control over financial reporting theatcurred during the registrat
most recent fiscal quarter (the registrant's fodidbal quarter in the case of an annual repod} tras materially affected, or
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

5. The registrang other certifying officer and | have disclosedsdxh on our most recent evaluation of internal abnovel

financial reporting, to the registrant's auditorsl ghe audit committee of the registrant's boardliofctors (or persons performing the equive

functions):

@

(b)

All significant deficiencies and material weaknessethe design or operation of internal controtiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and refpaincial  information; and

Any fraud, whether or not material, that involvesrmagement or other employees who have a significdatin the registran
internal control over financial reporting.

Date: August 8, 2013

/sl Fredric S. Starker

Fredric S. Starker

Chief Financial Officer

(Principal Financial and Accounting Officer)




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of New Yadvlortgage Trust, Inc., (the “Company”) on Form QOfor the quarter ended June 30, 201:
filed with the Securities and Exchange Commissiorhe date hereof (the “Reportthe undersigned hereby certifies, pursuant to TBCI.§ 1350, ¢
adopted pursuant to section 906 of the SarbanesyQydt of 2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExafeaAct of 1934; and
(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of the Company.

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

Date: August 8, 2013
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: August 8, 2013
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




