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

CONDENSED CONSOLIDATED BALANCE SHEETS
(Dollar amounts in thousands, except per shareg data

March 31, December 31,
2014 2013
ASSETS (unaudited)

Investment securities, available for sale, at¥alue (including pledged securities of $828,941 ai

$853,223, respectively) $ 911,32: $ 912,44:
Investment securities, available for sale, atWalue held in securitization trusts 96,12 92,57¢
Residential mortgage loans held in securitizatrosts (net) 159,51. 163,23
Distressed residential mortgage loans held in $&ation trusts (net) 229,21! 254,72:
Multi-family loans held in securitization trustg,fair value 8,221,64. 8,111,02.
Derivative assets 201,57¢ 197,59(
Cash and cash equivalents 76,50¢ 31,79¢
Receivables and other assets 176,06( 135,28!
Total Assets(l) $ 10,071,96 $ 9,898,67

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 767,827 $ 791,12
Residential collateralized debt obligations 154,45¢ 158,41(
Multi-family collateralized debt obligations, atifaalue 7,975,42. 7,871,02!
Securitized debt 298,20( 304,96
Derivative liabilities 70€ 1,43
Payable for securities purchased 204,84( 191,59:
Accrued expenses and other liabilities (includis@$and $951 to related parties, respectively) 59,67: 54,46¢
Subordinated debentures 45,00( 45,00(
Total liabilities () 9,506,12; 9,418,00!
Commitments and Contingencies
Stockholders' Equity:
Preferred stock, $0.01 par value, 7.75% SeriesrButative redeemable, $25 liquidation preferer

per share, 3,450,000 shares authorized, 3,000(t0@ssissued and outstanding as of March 3

2014 and December 31, 2013. 72,39 72,39
Common stock, $0.01 par value, 400,000,000 sharte®rzed, 75,706,546 and 64,102,029 shar

issued and outstanding as of March 31, 2014 anémker 31, 2013, respectively 757 641
Additional paid-in capital 480,47 404,55!
Accumulated other comprehensive income 11,39 3,07:
Retained earnings 817 -
Total stockholders' equity 565,84. 480,66t
Total Liabilities and Stockholders' Equity $ 10,071,96 $ 9,898,67:

(1) Our consolidated balance sheets include aaset$iabilities of consolidated variable interestiges ("VIEs") as the Company is the
primary beneficiary of these VIEs. As of March 2014 and December 31, 2013, assets of consolitddEsitotaled $8,777,783 and
$8,665,829, respectively, and the liabilities ofisolidated VIEs totaled $8,462,489 and $8,365,82¢pectively. See Note 7 for further
discussion.

The accompanying notes are an integral part ofcivesolidated financial statements.






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

(unaudited)

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

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

NET INTEREST INCOME

OTHER INCOME (EXPENSE):
Provision for loan losses
Realized gain (loss) on investment securities atated hedges, net
Realized gain on distressed residential mortgagesio
Unrealized (loss) gain on investment securitiesratated hedges, net
Unrealized gain on multi-family loans and debt hieldecuritization trusts, net
Other income (including $142 and $19 from relatadips, respectively)
Total other income

Base management and incentive fees (including 1308 $667 to related parties, respectivel

Expenses related to distressed residential mortigamgs

Other general and administrative expenses (inctufiB0 and $207 to related parties, respectiy
Total general, administrative and other expenses

INCOME FROM OPERATIONS BEFORE INCOME TAXES
Income tax expense

NET INCOME

Preferred stock dividends

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢

Basic income per common share

Diluted income per common share

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

For the Three Months Ended March

31,
2014 2013

$ 14,96: $ 11,06
74,94 45,31¢

4,34¢ 1,43¢

987 1,30¢

95,23¢ 59,12¢

1,47( 1,62¢

68,74 41,65¢

23t 29¢

4,50% 2,09:

45¢ 467

75,41° 46,14

19,82¢ 12,98

(48¢) (289)

2,03¢ (3,167)

8,22t 13€

(1,736) 2,45¢

4,92¢ 7,051

51C 26¢

13,47¢ 6,46¢

3,77¢ 1,55¢

1,212 432

2,56¢ 1,94¢

7,55¢ 3,03¢

25,74 15,51

3,03( 131

22,71° 15,38:

1,45: -

$ 21.25¢ $ 15,38:
$ 0.2¢ $ 0.31
$ 0.2¢ $ 0.31
$ 027 $ 0.27
74 50¢ 49,61

74,50¢ 49,61

The accompanying notes are an integral part oftinsolidated financial statements.




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

(unaudited)
For the Three Months Ended March
31,
2014 2013

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢ $ 21,25¢ $ 15,38¢

OTHER COMPREHENSIVE INCOME
Increase in net unrealized gain on available ftg securities 8,45( 192
(Decrease) increase in fair value of derivativeéruraents utilized for cash flow hedges (129 684
OTHER COMPREHENSIVE INCOME 8,321 87¢€
COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON STOCKHIDERS $ 29,57¢ $ 16,25¢

The accompanying notes are an integral parteottmsolidated financial statements.




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

(unaudited)
Accumulated
Additional Other
Common Preferred Paid-In Retained Comprehensive
Stock Stock Capital Earnings Income Total
Balance, December 31, 2013 $ 641 $ 72,397 $ 404,55! $ - % 3,07 % 480,66t
Net income - - - 22,71 - 22,71
Stock issuance, net 11€ - 75,92: - 76,03¢
Dividends declared - - (21,89¢) - (21,899
Increase in net unrealized gain on
available for sale securities - - - - 8,45( 8,45(
Decrease in fair value of derivative
instruments utilized for cash flow
hedges - - - - (129) (129
Balance, March 31, 2014 $ 757 $ 72,397 $ 480,47 $ 817 $ 11,39: $ 565,84

The accompanying notes are an integral part oftimsolidated financial statements.




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

(unaudited)
For the Three Months Ended
March 31,
2014 2013
Cash Flows from Operating Activities:
Net income $ 22,71:  $ 15,38
Adjustments to reconcile net income to net caskigem by operating activities:
Net amortization (1,316 3,73¢
Realized (gain) loss on investment securities afated hedges, net (2,039 3,16%
Realized gain on distressed residential mortgageslo (8,225 (13¢)
Unrealized loss (gain) on investment securitiesratated hedges, net 1,73¢ (2,45¢6)
Unrealized gain on loans and debt held in multiifarsecuritization trusts (4,92¢) (7,050
Net decrease in loans held for sale 14 331
Provision for loan losses 48¢ 28¢
Income from investments in limited partnerships Bmited liability companies (52¢) -
Distributions of income from investments in limitpertnership and limited liability companies 28¢ -
Amortization of stock based compensation, net 20¢ 16C
Changes in operating assets and liabilities:
Receivables and other assets 18¢ (2,957)
Accrued expenses and other liabilities and accex@énses, related parties 1,981 1,42¢
Net cash provided by operating activit 10,58: 11,88¢
Cash Flows from Investing Activities:
Restricted cash (34,739 3,03:
Proceeds from sales of investment securities - 1,25¢
Purchases of investment securities (12,48¢) (46,759
Return of capital from investments in limited paships and limited liability companies - 13€
Purchases of other assets (77) (34)
Funding of mezzanine loan and preferred equitystments (6,930 (1,959
Proceeds from mortgage loans held for investment - 9
Net payments on other derivative instruments sktlaing the period 2,171 3,55¢
Principal repayments received on residential mgedaans held in securitization trusts 3,98¢ 6,271
Principal repayments and proceeds from sales dimaneing of distressed residential mortgag
loans 42,76¢ 1,19:
Principal repayments received on multi-family lo&esd in securitization trusts 16,59: 13,02:
Principal paydowns on investment securities - aldd for sale 21,33t 33,33(
Purchases of distressed residential mortgage loans (4,780 -
Net cash provided by investing activiti 27,84 13,06
Cash Flows from Financing Activities:
Payments of financing arrangements (23,299 (10,310
Common stock issuance 76,01t 2,33¢
Costs associated with common stock issued (18%) 2
Dividends paid on common stock (17,295 (13,38¢)
Dividends paid on preferred stock (1,459 -
Payments made on residential collateralized delations (3,96¢) (6,386
Payments made on multi-family collateralized ddiiigations (16,597 (13,019
Payments made on securitized debt (6,93¢) (79
Net cash provided by (used in) financing activi 6,28¢ (40,847)
Net Increase in Cash and Cash Equivalents 44 71( (15,889
Cash and Cash Equivalents - Beginning of Period 31,79¢ 31,77.
Cash and Cash Equivalents - End of Period $ 76,50¢ $ 15,88¢
Supplemental Disclosure:
Cash paid for interest $ 87,69: $ 56, 72(
Cash paid for income taxes $ 1,02¢ $ 19¢€




Non-Cash Investment Activities:
Purchase of investment securities not yet settled $ 204,84 $ 241,58:

Non-Cash Financing Activities:

Dividends declared on common stock to be paid bssguent period $ 20,44. $ 13,49:
Dividends declared on preferred stock to be paglimsequent period $ 145: $ -
Common stock subscribed included in receivableathdr assets $ - % 1,17¢

The accompanying notes are an integral part of¢imsolidated financial statements.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
March 31, 2014

(unaudited)
1. Organization

New York Mortgage Trust, Inc., together with itsneolidated subsidiaries (“NYMT,” the “Company,” “We'our” and “us”), is &
real estate investment trust, or REIT, in the bessnof acquiring, investing in, financing and manggrimarily mortgageelated assets a
financial assets. Our objective is to manage af@artof investments that will deliver stable dibitions to our stockholders over dive
economic conditions. We intend to achieve this dibje through a combination of net interest maragid net realized capital gains from
investment portfolio. Our portfolio includes invesnts in mortgage-related and financial assetjdimg multifamily CMBS, direct financin
to owners of multfamily properties through mezzanine loans and prefeequity investments, residential mortgage lpamduding loan
sourced from distressed markets, Agency RMBS ctngi®f fixed-rate, adjustable-rate and hybrid atiblerate RMBS and Agency [(
consisting of interest only and inverse interasly RMBS that represent the right to the inte@snponent of the cash flow from a poo
mortgage loans.

The Company conducts its business through the pa@mpany, NYMT, and several subsidiaries, inclgdspecial purpo:
subsidiaries established for residential loan aMB6 securitization purposes, taxable REIT subsiggar("TRSs") and qualified RE
subsidiaries ("QRSs"). The Company consolidatesfaills subsidiaries under generally accepted autog principles in the United States
America (“GAAP").

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

2. Summary of Significant Accountig Policies

Definitions— The following defines certain of the commonly diserms in these financial statements: “RMB8fers to residenti
adjustable-rate, hybrid adjustable-rate, fixed;ratierest only and inverse interest only and ppalconly mortgage-backed securitieggency
RMBS” refers to RMBS representing interests in or obiiayet backed by pools of mortgage loans issued araguteed by a federally charte
corporation (“GSE”), such as the Federal Nationartgage Association (“Fannie Maedy the Federal Home Loan Mortgage Corpore
(“Freddie Mac”), or an agency of the U.S. governmeaoch as the Government National Mortgage Assiocig*Ginnie Mae”); “nonAgency
RMBS” refers to RMBS backed by prime jumbo mortgémgns; “lOs” refers collectively to interest ordyd inverse interest only mortgage
backed securities that represent the right to ikerést component of the cash flow from a pool oftgage loans; “POs” refers to mortgage
backed securities that represent the right to tireipal component of the cash flow from a poohadrtgage loans; “Agency 10géfers to a
IO that represents the right to the interest corepbof the cash flows from a pool of residentialrtgage loans issued or guaranteed by a
or an agency of the U.S. government; “ARMs” refersaadjustable-rate residential mortgage loans; tgeARMs” refers to Agency RMB
comprised of adjustable-rate and hybrid adjustasile-RMBS; “multi-family CMBS” refers to commerciatlortgagebacked securities back
by commercial mortgage loans on mdiétimily properties, as well as 10 or PO securitiest represent the right to a specific componerthe
cash flow from a pool of commercial mortgage loaargj “CLO” refers to collateralized loan obligatson

Basis of Presentation The accompanying condensed consolidated balanet abef December 31, 2013 has been derived
audited financial statements. The accompanyingleosed consolidated balance sheet as of March(@H4, 2he accompanying conden
consolidated statements of operations for the tmeaths ended March 31, 2014 and 2013, the accoymgartondensed consolida
statements of comprehensive income for the thregimsended March 31, 2014 and 2013, the accompguegimdensed consolidated stater
of changes in stockholderstjuity for the three months ended March 31, 20IH4the accompanying condensed consolidated stateroEnas
flows for the three months ended March 31, 20142018 are unaudited. In our opinion, all adjusttagwhich include only normal recurri
adjustments) necessary to present fairly the Cogipafinancial position, results of operations andhcéiews have been made. Cer
information and footnote disclosures normally imgd in financial statements prepared in accordavite GAAP have been condensec
omitted in accordance with Article 10 of Regulat®#X and the instructions to Form - These condensed consolidated financial states
should be read in conjunction with the audited otidated financial statements and notes theretiidieel in our Annual Report on Form KO-
for the year ended December 31, 2013, as filed thighU.S. Securities and Exchange Commission (“$ETHe results of operations for
three months ended March 31, 2014 are not neclsisalicative of the operating results for the fudlar.




The accompanying condensed consolidated finant&keraents have been prepared on the accrual basascounting il
accordance with GAAP. The preparation of finan@ttements in conformity with GAAP requires managemto make estimates ¢
assumptions that affect the reported amounts etsssd liabilities and disclosure of contingersteds and liabilities at the date of the finar
statements and the reported amounts of revenuegx@whses during the reporting period. Although @ompanys estimates contempli
current conditions and how it expects them to ckaimgthe future, it is reasonably possible thaualctonditions could be different tt
anticipated in those estimates, which could mdtgrimpact the Companyg results of operations and its financial conditiblanagement h,
made significant estimates in several areas, imdudaluation of its CMBS investments, multimily loans held in securitization trusts
multi-family CDOs, as well as, income recognitiamdistressed residential mortgage loans purchasediacount.

Reclassifications- Certain prior period amounts have been reclassiiiethe accompanying condensed consolidated fiad
statements to conform to current period presemtatio

Principles of Consolidation and Variable Interesttlies — The accompanying condensed consolidated finantagdraents of tt
Company include the accounts of all its subsidgavitaich are majority-owned, controlled by the Compar a variable interest entity (“VIE”
where the Company is the primary beneficiary. sidinificant intercompany accounts and transactiae been eliminated in consolidation.

A VIE is an entity that lacks one or more of thectteristics of a voting interest entity. A VIE defined as an entity in whi
equity investors do not have the characteristica obntrolling financial interest or do not havéfisient equity at risk for the entity to finan
its activities without additional subordinated firedal support from other parties. The Company obdates a VIE when it is the prime
beneficiary of such VIE. As primary beneficiary,hiis both the power to direct the activities thaisnsignificantly impact the econor
performance of the VIE and a right to receive biémedr absorb losses of the entity that could beemally significant to the VIE. Tt
Company is required to reconsider its evaluatiomvbéther to consolidate a VIE each reporting pertmased upon changes in the facts
circumstances pertaining to the VIE.

Investment Securities Available for Sal@he Company's investment securities, where thevidire option has not been elec
and which are reported at fair value with unreaizmins and losses reported in Other Comprehenss@me (“OCI"), include Agenc
RMBS, nonAgency RMBS and CLOs. The Company has electefaih@alue option for its Agency 10s, which measutmrealized gains a
losses through earnings in the accompanying coredetmnsolidated statements of operations. Thevédire option was elected for Agency
to mitigate earnings volatility by better matchitig accounting for these investment securities thithrelated derivative instruments which
not designated as hedging instruments for accountingpgses, with unrealized gains and losses recognikemligh earnings in tl
accompanying condensed consolidated statementseadtions within the Agency 1O portfolio.

Our investment securities are classified as availtdy sale securities. Realized gains and lossesrded on the sale of investrr
securities available for sale are based on theifspédentification method and included in realizgdin (loss) on investment securities
related hedges in the accompanying condensed ddaitsnl statements of operations. Purchase premaurdscounts on investment securi
are amortized or accreted to interest income dweestimated life of the investment securities gisire effective yield method. Adjustment:
amortization are made for actual prepayment agtivit

The Company accounts for debt securities that &rbigh credit quality (generally those rated AA better by a National
Recognized Statistical Rating Organization, or NR$Rat date of acquisition in accordance with Agtng Standards Codification (“ASE”
320-10. The Company accounts for debt securities thatnat of high credit quality (i.e., those whosskrbf loss is less than remote)
securities that can be contractually prepaid sheh we would not recover our initial investmentta date of acquisition in accordance \
ASC 32540. The Company considers credit ratings, the uyider credit risk and other market factors in detating whether the de
securities are of high credit quality; however,wséies rated lower than AA or an equivalent ratarg not considered of high credit quality
are accounted for in accordance with ASC 3B5{f ratings are inconsistent among NRSROs, thea@any uses the lower rating in determi
whether the securities are of high credit quality.




The Company assesses its impaired securities lastta quarterly basis and designates such impateras either “temporargt
“other-than-temporary” by applying the guidancesgprébed in ASC Topic 32Q0. When the fair value of an investment secustiess than i
amortized cost as of the reporting balance sheet ttee security is considered impaired. If thenpany intends to sell an impaired securit
it is more likely than not that it will be requireéd sell the impaired security before its anticgahtecovery, then it must recognize an other-tha
temporary impairment through earnings equal toetiiiére difference between the investmeraimortized cost and its fair value as of the lux
sheet date. If the Company does not expect toasebther-than-temporarily impaired security, ortig ortion of the other-thaemporar
impairment related to credit losses is recognibedugh earnings with the remainder recognized@swgponent of other comprehensive inci
(loss) on the accompanying condensed consolidakhte sheets. Impairments recognized through ettraprehensive income (loss) do
impact earnings. Following the recognition of ahestthantemporary impairment through earnings, a new casisbis established for 1
security, which may not be adjusted for subsequeobveries in fair value through earnings. Howewgher-thartemporary impairmen
recognized through earnings may be accreted battletamortized cost basis of the security on ag@oisve basis through interest income.
determination as to whether an other-than-tempairapairment exists and, if so, the amount considerher-thartemporarily impaired
subjective, as such determinations are based dm fastual and subjective information available la¢ time of assessment as well
Company’s estimates of the future performance amsh dlow projections. As a result, the timing andoant of other-thatemporar
impairments constitute material estimates thasaseeptible to significant change.

In determining the othethan temporary impairment related to credit loskssecurities that are not of high credit qualitiie
Company compares the present value of the remaasisl flows expected to be collected at the purcdase (or last date previously revis
against the present value of the cash flows exgdotée collected at the current financial repgrtifate. The Company considers informe
available about the past and expected future pegoce of underlying mortgage loans, including tigniof expected future cash flo\
prepayment rates, default rates, loss severitidslatinquency rates.

Investment Securities Available for Sale Held inuBiization Trusts- The Company investment securities available for sale
in securitization trusts are comprised of médtnily CMBS consisting of PO securities that reprashe first loss tranche of the securitizat
from which they were issued, or “first loss tranthe first loss tranche floating rate security arattain 10s issued from four Freddie Mac
sponsored multi-family KSeries securitizations. These securities arertegh@t fair value with unrealized gains and lossgrted in OC
Realized gains and losses recorded on the saleve$timent securities available for sale held irusgzation trusts are based on the spe
identification method and included in realized gdoss) on sale of securities and related hedgéiseiraccompanying condensed consolic
statements of operations. Purchase premiums ocoutit€ are amortized or accreted to interest incovee the estimated life of the investrr
securities using the effective yield method.

Residential Mortgage Loans Held in Securitizationsis— Residential mortgage loans held in securitizatiosts are comprised
certain ARM loans transferred to Consolidated VIBat have been securitized into sequentially rafledses of beneficial interests.
Company accounted for these securitization trustfirancings which are consolidated into the Corgpsrinancial statements. Resider
mortgage loans held in securitization trusts ardexhat their unpaid principal balances, net cimortized premium or discount, unamorti
loan origination costs and allowance for loan lgssaterest income is accrued and recognizedwesue when earned according to the t
of the mortgage loans and when, in the opinion ahagement, it is collectible. The accrual of indéren loans is discontinued when
managemens$ opinion, the interest is not collectible in themal course of business, but in no case when patyberomes greater than
days delinquent. As of March 31, 2014, there wefdaans on a nonaccrual basis with an unpaid graiddalance of approximately $
million. Loans return to accrual status when ppatiand interest become current and are anticipgatbd fully collectible.

We establish an allowance for loan losses basadamagement's judgment and estimate of credit laekesent in our portfolio
residential mortgage loans held in securitizatimsts. Estimation involves the consideration ofiouas creditrelated factors, including but r
limited to, macro-economic conditions, current finganarket conditions, loan-tealue ratios, delinquency status, historical crexis severit
rates, purchased mortgage insurance, the borroeterant economic condition and other factors dektoavarrant consideration. Additiona
we look at the balance of any delinquent loan ampare that to the current value of the collatenadj property. We utilize various hol
valuation methodologies including appraisals, brgkécing opinions, interndbased property data services to review comparabolgepties il
the same area or consult with a realtor in the gnygfs area.

Acquired Distressed Residential Mortgage Loaristressed residential mortgage loans held in #&ation trusts are compris
of pools of fixed and adjustable rate residentiattigage loans acquired by the Company at a disqohat is due, in part, to the credit que
of the borrower). Distressed residential mortgaggn$ held in securitization trusts are distresssidential mortgage loans transferre
Consolidated VIEs that have been securitized irdoeficial interests. The Company accounted forehsescuritization trusts as financii
which are consolidated into the Company’s finanstatements.

The Company considers the purchase price for theied distressed residential mortgage loans tatiair value at the date
acquisition. These acquired distressed residemtiatgage loans were initially recorded at fair eahith no allowance for loan losses.






Acquired distressed residential mortgage loanstiaae evidence of deteriorated credit quality gju#sition are accounted for uni
ASC Subtopic 310-30, "Loans and Debt Securitiesuitegql with Deteriorated Credit Quality" ("ASC 310°3. Under ASC 31(@B0, the
acquired loans may be aggregated and accountexd fmpool of loans if the loans being aggregatee bammon risk characteristics. A poc
accounted for as a single asset with a single ceitgptterest rate and an aggregate expectati@asif flows. Once a pool is assembled,
treated as if it was one loan for purposes of dpplyhe accounting guidance. The Company appliedl pocounting on distressed residel
mortgage loans acquired starting January 1, 20sBedsed residential mortgage loans acquired poi@013 are accounted for individu:
(i.e., not in pools).

Under ASC 31@0, the excess of cash flows expected to be celleover the carrying amount of the loans, refeteds th
“accretable yield,"is accreted into interest income over the life lé toans in each pool or individually using a leyald methodology
Accordingly, our acquired distressed residentiattgage loans accounted for under ASC 300are not subject to classification as nonac
classification in the same manner as our residemitatgage loans that were not distressed whenimjby us. Rather, interest income
acquired distressed residential mortgage loanseseta the accretable yield recognized at the fe@l or on an individual loan basis, and
to contractual interest payments received at the level. The difference between contractually negliprincipal and interest payments anc
cash flows expected to be collected, referred tthas‘nonaccretable differenceyicludes estimates of both the impact of prepayment
expected credit losses over the life of the indiaildoan, or the pool (for loans grouped into alpoo

The Company monitors actual cash collections agéimexpectations, and revised cash flow estimatesprepared as necess
These estimates incorporate assumptions regardifauld rates, loss severities, value of the undeglyeal estate securing the loans,
amounts and timing of prepayments and other fadtoas reflect thersurrent market conditions. A decrease in expectsh flows i
subsequent periods may indicate that the loan @oioldividual loan, as applicable, is impaired tiheguiring the establishment of an allowe
for loan losses by a charge to the provision f@anldosses. An increase in expected cash flows lisesjuent periods initially reduces
previously established allowance for loan losseghayincrease in the present value of cash flowmeebed to be collected, and results
recalculation of the amount of accretable yieldtfa loan pool. The adjustment of accretable yikeld to an increase in expected cash floy
accounted for prospectively as a change in estinfdite additional cash flows expected to be colkbete reclassified from the nonaccret
difference to the accretable yield, and the amo@iperiodic accretion is adjusted accordingly ot remaining life of the loans in the poo
individual loan, as applicable. The impact of (igpayments, (ii) changes in variable interest ratad (iii) any other changes in the timing
expected cash flows are recognized prospectiveadpstments to interest income.

An acquired distressed residential mortgage loag bearesolved either through receipt of paymentfiih or in part) from th
borrower, the sale of the loan to a third partyfaveclosure of the collateral. For acquired distesl residential mortgage loans held in poo
the event of a sale of the loan, a gain or lossala is recognized and reported based on the dliifer between the sales proceeds an
carrying amount of the acquired distressed resiglemiortgage loan. In the case of a foreclosurdndividual loan is removed from the poo
the fair value of the underlying collateral lessstsoto sell. For loans satisfied by payment in, filile loan is removed from the pool. -
Company uses the specific allocation method for rdraoval of loans as the estimated cash flows atated carrying amount for e
individual loan are known. In these cases, the neimg accretable yield is unaffected and any mateshange in remaining effective yi
caused by the removal of the loan from the poadddressed by the sssessment of the estimate of cash flows for thd paspectively
Acquired distressed residential mortgage loansestitip modification are not removed from the pogdreif those loans would otherwise
considered troubled debt restructurings becauspdbk and not the individual loan, representsuthié of account.

For individual loans not accounted for in poolstthee sold or satisfied by payment in full, a garfoss on sale is recognized
reported based on the difference between the padegeds and the carrying amount of the acquirstledised residential mortgage loan. Ir
case of a foreclosure, the loss is recognizedédfdarrying value exceeds the fair value of theateibl (less costs to sell). A gain is
recognized if the fair value of collateral (lesstsoto sell) exceeds the carrying value.

Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trusésse comprised of mulfiamily
mortgage loans held in six Freddie Mac-sponsoreltifiaunily K-Series securitizations (the “Consoltdd K-Seriesas of March 31, 2014 a
December 31, 2013. Based on a number of factorslete¥mined that we were the primary beneficiargath VIE within the Consolidated K-
Series, met the criteria for consolidation andpadingly, have consolidated these Freddie Mac-spaasmulti-family KSeries securitizatior
including their assets, liabilities, income and exges in our financial statements. The Companyeleased the fair value option on each ol
assets and liabilities held within the Consolidate@®eries, which requires that changes in valuationshe assets and liabilities of
Consolidated KSeries be reflected in the Company's accompanyingensed consolidated statement of operationsiea€ampany believ
this accounting treatment more accurately and sty reflects its results of operations.

Interest income is accrued and recognized as reveren earned according to the terms of the moetd@ans and when, in t
opinion of management, it is collectible. The aetrof interest on loans is discontinued when, imagemens opinion, the interest is r
collectible in the normal course of business, louhd case when payment becomes greater than 90deéigguent. Loans return to acct
status when principal and interest become curnethiaae anticipated to be fully collectible.
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Mezzanine Loan and Preferred Equity Investmentfie- Company invests in mezzanine loans and prefemeity of entities th
have significant real estate assets. The mezzdoareis secured by a pledge of the borrower’s ggontnership in the propertynlike &
mortgage, this loan does not represent a lien emptbperty. Therefore, it is always junior and aalinate to any firstien as well as seco
liens, if applicable, on the property. These loares senior to any preferred equity or common gqguterests. Purchasers of mezzanine |
benefit from a right to foreclose on the ownersqpity in a more efficient manner than senior magtydebt.

A preferred equity investment is an equity invesitria the entity that owns the underlying properBreferred equity is not secu
by the underlying property, but holders have ptyorelative to common equity holders on cash flagtributions and proceeds from caf
events. In addition, preferred equity holders mayable to enhance their position and protect ity position with covenants that limit-
entity’s activities and grant the holder the exitlagight to control the property after an eventlefault.

Mezzanine loans and preferred equity investmentgravthe risks and payment characteristics arevaelgmit to mezzanine loans,
accounted for as loans held for investment andstated at unpaid principal balance, adjusted for @mamortized premium or discot
deferred fees or expenses, net of valuation alleesyrand are included in receivables and othetsass&’'e accrete or amortize any discoun
premiums over the life of the related loan recdiealtilizing the effective interest method or sigfti line-method, if the result is not materie
different. We evaluate the collectibility of bothtérest and principal of each of our loans, if winstances warrant, to determine whether
are impaired. A loan is impaired when, based omecirinformation and events, it is probable thatwiébe unable to collect all amounts «
according to the existing contractual terms. Whdoam is impaired, the amount of the loss accreatalculated by comparing the carry
amount of the investment to the estimated fair &atithe loan or, as a practical expedient, toveidae of the collateral if the loan is collate
dependent.

Mezzanine loans and preferred equity investmentrathe risks and payment characteristics are alguit’/to an equity investme
are accounted for using the equity method of adiiognSee “Investment in Limited Partnership and Limited LlapiCompanies’ for a
description of our accounting policy for Investremt Limited Partnerships and Limited Liability Cpamies. The mezzanine loans
preferred equity investments are included in resiglies and other assets.

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

Investments in Limited Partnership and Limited Lliab Companies- In circumstances where the Company has acootrolling
interest but either owns a significant interestsoable to exert influence over the affairs of grmgerprise, the Company utilizes the ec
method of accounting. Under the equity method ebaating, the initial investment is increased epehiod for additional capital contributic
and a proportionate share of the entity’s earnorgsreferred return and decreased for cash disimitisiand a proportionate share of the erttity
losses. Where the Company is not required to fudditianal losses, the Company does not continueetord its proportionate share of
entity’s losses such that its investment balanceldvgo below zero.

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

Cash and Cash EquivalentsCash and cash equivalents include cash on handjrasmdue from banks and overnight deposits.
Company maintains its cash and cash equivalemtigly rated financial institutions, and at timbsse balances exceed insurable amounts.
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Receivables and Other AssetReceivables and other assets as of March 31, 20dDacember 31, 2013 include restricted
held by third parties of $78.8 million and $44.1lion, respectively. Included in restricted cast$B8.7 million and $30.4 million held in «
Agency 10 portfolio to be used for trading purposesl $12.5 million and $10.2 million held by couptgties as collateral for hedg
instruments as of March 31, 2014 and December @13,2respectively. Also included in receivables attter assets is $27.4 million and
million in restricted cash held in trust relatingdur securitized debt transactions as of March2B14 and December 31, 2013, respecti
Interest receivable on muli@mily loans held in securitization trusts is alsoluded in the amounts of $30.2 million and $3thiflion as o
March 31, 2014 and December 31, 2013, respectively.

Financing Arrangements, Portfolio InvestmerisThe Company finances the majority of its Agency RBBurchases usi
repurchase agreements. Under a repurchase agteemesset is sold to a counterparty to be repgegh at a future date at a predetern
price, which represents the original sales priees fhterest. The Company accounts for these rbpaecagreements as financings under
860, Transfers and Servicing Under ASC 860, for these transactions to beedceas financings, they must be separate transactind nc
linked. If the Company finances the purchaseoécurities with repurchase agreements with the sunterparty from which the securi
are purchased and both transactions are ente@dantemporaneously or in contemplation of each oter transactions are presumed u
GAAP to be part of the same arrangement, or a '&#dnKransaction,” unless certain criteria are nidone of the Compang’ repurchas
agreements are accounted for as linked transadiiecesuse they met the applicable criteria in acurd with ASC 860-10-40.

Residential Collateralized Debt Obligations (“Residial CDOs”) — We use Residential CDOs to permanently finance
residential mortgage loans held in securitizatiusts. For financial reporting purposes, the ARMN® held as collateral are recorded as ¢
of the Company and the Residential CDOs are redoaiethe Compang’ debt. The Company has completed four securiizgtisinc
inception. The first three were accounted for ggeamanent financing while the fourth was accourftedas a sale and accordingly, is
included in the Company’s accompanying condensedatmated financial statements .

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

Securitized Debt Securitized Debt represents thpdrty liabilities of Consolidated VIEs and excludéebilities of the VIE:
acquired by the Company that are eliminated ondaatation. The Company has entered into severahfiing transactions that resulted in
Company consolidating as VIEs the special purposiéies (the “SPEs"}hat were created to facilitate the transactiordstarwhich underlyin
assets in connection with the financing were trametl. The Company engaged in these transactiomsnly to obtain permanent or long
term financing on a portion of its multi-family CMBand acquired distressed residential mortgagesloan

Costs related to issuance of securitized debt winiclude underwriting, rating agency, legal, acammand other fees are reflec
as deferred charges. Such costs are includedeo@dimpanys accompanying condensed consolidated balancessiheetceivables and ott
assets in the amount of $3.7 million and $4.1 onillas of March 31, 2014 and December 31, 2013¢eatisply. These deferred charges
amortized as an adjustment to interest expensg tisineffective interest method, or straight Imethod, if the result is not materially differe

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

Derivative instruments contain an element of riskthe event that the counterparties may be unabimdet the terms of su
agreements. The Company minimizes its risk exposwui@niting the counterparties with which it erdénto contracts to banks and investn
banks who meet established credit and capital §onete

The Company invests in To-Be-Announced securitiBAs”) through its Agency IO portfolio. TBAs areofwardsettling
purchases and sales of Agency RMBS where the wmdgrpools of mortgage loans are “To-Be-Announce@ursuant to these TE
transactions, we agree to purchase or sell, fardusettlement, Agency RMBS with certain principad interest terms and certain type
underlying collateral, but the particular Agency BRBIto be delivered is not identified until shortlgfore the TBA settlement date. For T
contracts that we have entered into, we have regtiriesl that physical settlement is probable, tbheeefve have not designated these fon
commitments as hedging instruments. Realized angalined gains and losses associated with thesesTBé recognized through earning
other income (expense) in the consolidated statesméroperations.
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For derivative instruments that are designated qunalify as a cash flow hedge, the effective portarthe gain or loss on t
derivative instrument is reported as a componer®@@f and reclassified into earnings in the saméogeor periods during which the hed
transaction affects earnings. The remaining gailoss on the derivative instruments in excess efdlmulative change in the present valt
future cash flows of the hedged item, if any, isognized in current earnings during the periodhafnge.

For instruments that are not designated or qualfp cash flow hedge, such as our use of U.S. Umeascurities or financial futur
and options on financial futures contracts, anyized and unrealized gains and losses associatbdése instruments are recognized thr
earnings as other income (expense) in the consetiddatements of operations.

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

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

Revenue Recognitionlinterest income on our investment securities andwnmortgage loans is accrued based on the odist
principal balance and their contractual terms. Ruema and discounts associated with investment gg&suand mortgage loans at the tim
purchase or origination are amortized into inteiasbme over the life of such securities using dfiective yield method. Adjustments
amortization are made for actual prepayment agtivit

Interest income on our credit sensitive securisesh as our CLOs and certain of our CMBS that perehased at a discount to
value, is recognized based on the security’s effednterest rate. The effective interest rate lbbese securities is based on managemen
estimate from each security of the projected céshsf which are estimated based on the Compmaagsumptions related to fluctuation
interest rates, prepayment speeds and the timidgaamount of credit losses. On at least a quartealsis, the Company reviews anc
appropriate, makes adjustments to its cash floyeptions based on input and analysis received fgtarnal sources, internal models, an
judgment about interest rates, prepayment ratestiting and amount of credit losses, and othetofacChanges in cash flows from th
originally projected, or from those estimated & lfist evaluation, may result in a prospective ghdn the yield/interest income recognizet
these securities.

Based on the projected cash flows from the Comggafigst loss tranche PO muftkmily CMBS purchased at a discount to
value, a portion of the purchase discount is dedegh as nomccretable purchase discount or credit reservectwhartially mitigates tt
Company'’s risk of loss on the mortgages collateiradi such multfamily CMBS, and is not expected to be accreted interest income. Tl
amount designated as a credit reserve may be adjaser time, based on the actual performanceeo$élaurity, its underlying collateral, act
and projected cash flow from such collateral, eooicoconditions and other factors. If the performaé a security with a credit reserw
more favorable than forecasted, a portion of thewarhdesignated as credit reserve may be accnetieéhierest income over time. Convers
if the performance of a security with a credit resds less favorable than forecasted, the amoesigdated as credit reserve may be incre
or impairment charges and write-downs of such seesito a new cost basis could result.

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

See“Acquired Distressed Residential Mortgage Loarfst a description of our revenue recognition polfoy acquired distress
residential mortgage loans.

Manager CompensationWe are a party to separate investment managemesgragnts with Headlands Asset Management
(“Headlands”), The Midway Group, LP (“Midway”) ariverBanc, LLC (“RiverBanc”)with Headlands providing investment managet
services with respect to our investments in certhstressed residential mortgage loans, Midway iging investment management serv
with respect to our investments in Agency 10s, &iderBanc providing investment management serwedls respect to our investments
multifamily CMBS and certain commercial real estattated debt investments. These investment managteagreements provide for
payment to our investment managers of a managefeenincentive fee and reimbursement of certairrape expenses, which are acct
and expensed during the period for which they araed or incurred.

Other Comprehensive Income (Lossyhe Company comprehensive income/(loss) available to comntockbolders includes r
income, the change in net unrealized gains/(losse#f available for sale securities and its dgiise hedging instruments, currently compr
of interest rate swaps, (to the extent that su@ngés are not recorded in earnings), adjusted dlized net gains/(losses) reclassified ot
accumulated other comprehensive income/(loss) Vailable for sale securities and is reduced byd#imts declared on the Company’
preferred stock.



Employee Benefits PlarsThe Company sponsors a defined contribution filee “Plan”)for all eligible domestic employees. 1
Plan qualifies as a deferred salary arrangemergru@dction 401(k) of the Internal Revenue Coded86] as amended (thénternal Revent
Code”). The Company made no contributions to ttae Fbr the three months ended March 31, 2014 aad 20
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Stock Based CompensatierCompensation expense for equity based awards ank ssued for services are recognized ove
vesting period of such awards and services basex ting fair value of the stock at the grant date.

Income Taxes The Company operates in such a manner so as tifygasla REIT under the requirements of the InteRevenu
Code. Requirements for qualification as a REIT udel various restrictions on ownership of the Comjmstock, requirements concerr
distribution of taxable income and certain resipits on the nature of assets and sources of incAnREIT must distribute at least 90% of
taxable income to its stockholders, of which 854smny undistributed amounts from the prior yeastnie distributed within the taxable y
in order to avoid the imposition of an excise tBistribution of the remaining balance may extendilumely filing of the Companys tay
return in the subsequent taxable year. Qualifyisgidutions of taxable income are deductible BRET in computing taxable income.

Certain activities of the Company are conducteduph TRSs and therefore are subject to federalzaridus state and local inco
taxes. Accordingly, deferred tax assets and litddliare recognized for the future tax consequeantteibutable to differences between
financial statement carrying amounts of existingeds and liabilities and their respective tax baBeferred tax assets and liabilities
measured using enacted tax rates expected to &ppaxable income in the years in which those temyodifferences are expected to
recovered or settled. The effect on deferred tartasand liabilities of a change in tax rates ®geized in income in the period that inclu
the enactment date.

ASC 740,Income Taxes provides guidance for how uncertain tax positish®uld be recognized, measured, presentec
disclosed in the financial statements. ASC 740 ireguhe evaluation of tax positions taken or ex@do be taken in the course of prepe
the Company’s tax returns to determine whethetdRepositions are “more-likely-than-notif being sustained by the applicable tax authc
In situations involving uncertain tax positionsateld to income tax matters, we do not recognizefitsrunless it is more likely than not t
they will be sustained. ASC 740 was applied tampkn taxable years as of the effective date. Managés determinations regarding ASC -
may be subject to review and adjustment at a tdtr based on factors including, but not limitedato ongoing analysis of tax laws, regulat
and interpretations thereof. The Company will retdng interest and penalties, if any, related tceatain tax positions as income tax expense.

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

Segment Reporting ASC 280, Segment Reporting, is the authoritativiel@nce for the way public entities report infornosatiabou

operating segments in their annual financial statgs We are a REIT focused on the business ofiagjuinvesting in, financing at
managing primarily mortgage-related assets, ardi¢sser extent, financial assets, and currengyaip in only one reportable segment.
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Summary of Recent Accounting Pronouncements
Liabilities (ASC 405

In April 2013, the FASB issued Accounting Standddgslate ("ASU") 2013-04,.iabilities (Topic 405)-Obligations Resulting fro
Joint and Several Liability Arrangements for Whibk Total Amount of the Obligation Is Fixed at Beporting Date("ASU 201304"), whict
provides guidance for the recognition, measurememd, disclosure of obligations resulting from joantd several liability arrangements
which the total amount of the obligation is fixedtlae reporting date. ASU 2018t became effective for the Company beginning Jani;
2014. The adoption of ASU 2013-04 did not haveféaceon the Company's consolidated financial stetets.

Income taxes (ASC 74

In November 2013, the FASB issued ASU No. 2013thdpme Taxes (Topic 740Presentation of an Unrecognized Tax Be
When a Net Operating Loss Carryforward, a SimilaxToss, or a Tax Credit Carryforward ExigtASU 2013-11") . ASU No. 2013-1
provide that an unrecognized tax benefit, or aiporthereof, should be presented in the finandatesnents as a reduction to a deferre«
asset for a net operating loss carryforward, alamax loss, or a tax credit carryforward, excéptthe extent that a net operating
carryforward, a similar tax loss, or a tax cre@itrgforward is not available at the reporting datsettle any additional income taxes that w
result from disallowance of a tax position, or the law does not require the entity to use, ancetitdy does not intend to use, the deferre:
asset for such purpose, then the unrecognizeddagfib should be presented as a liability. ASU 2@13ecame effective for the Comp.
beginning January 1, 2014. The adoption of ASU3201 did not have an impact on the Company's dioladed financial statements.

Receivables (ASC 310)

In April 2014, the FASB issued ASU 2014-ORgceivables—Troubled Debt Restructurings by Cresli{f@ubtopic 310-46}
Reclassification of Residential Real Estate Cotldteed Consumer Mortgage Loans upon Foreclos(*ASU 2014-04"). The amendments
this ASU are intended to clarify when a creditoowd be considered to have received physical pessesf residential real estate prop
collateralizing a consumer mortgage loan suchtti@toan should be derecognized and the real estadgnized. In addition, the amendm:
clarify that an in substance repossession or foseick occurs, and a creditor is considered to haseived physical possession of reside
real estate property collateralizing a consumertgage loan, upon either: (1) the creditor obtainiegal title to the residential real es
property upon completion of a foreclosure, or (& borrower conveying all interest in the residanteal estate property to the credito
satisfy that loan through completion of a deedién lof foreclosure or through a similar legal agneat. ASU 20144 is effective for fisci
years, and interim periods within those years, ti@gg after December 15, 2014. We do not expectattaption of ASU 201-04 to have
significant effect on our financial condition, réswf operations and disclosures.

15




3. Investment Securities Available For Sale

Investment securities available for sale consisheffollowing as of March 31, 2014 and December2113 (dollar amounts in
thousands):

March 31, 2014 December 31, 2013
Amortized Unrealized Fair Amortized Unrealized Fair
Cost Gains Losses Value Cost Gains Losses Value
Agency RMBS:
Agency ARMs
Freddie Mac $ 65,74. $ 42 $ (1,679 $ 64,108 $ 67,12: $ 37 $ (210) $ 65,05
Fannie Mae 126,75t 56 (2,737) 124,07! 130,48 58 (3,129¢) 127,41
Ginnie Mae 15,78: — (217) 15,56¢ 17,04¢ — (201) 16,84¢
Total Agency
ARMs 208,28 98 (4,632 203,74¢ 214,65 95 (5,430 209,32.
Agency Fixed Rate
Freddie Mac 42 57( — (1,289 41,28: 43,92( — 1,719 42,20¢
Fannie Mae 503,77: — (19,42) 484,35( 518,59¢ — (24,86)) 493,73
Total Agency Fixed
Rate 546,34: — (20,710 525,63 562,51 — (26,579 535,94.
Agency 10s)
Freddie Mac 41,75° 34¢ (4,819 37,28¢ 43,46¢ 252 (5,189 38,53
Fannie Mae 63,03: 1,66¢ (4,459 60,237 60,81: 1,30(¢ (5,009 57,10¢
Ginnie Mae 49,597 53¢ (2,689 47,45 37,66( 70€ (2,399 35,97(
Total Agency IOs 154,38! 2,55 (11,96() 144,97¢ 141,94 2,25¢ (12,590 131,60
Total Agency RMBS 909,00t 2,651 (37,30 874,35! 919,11t 2,35 (44,599 876,87-
Non-Agency RMBS 2,35¢ 122 (209) 2,27¢ 2,41 13€ (18¢) 2,361
CLOs 20,07: 14,62: — 34,69¢ 18,47¢ 14,73( — 33,20¢
Total investment
securities available fc
sale $ 93143 $ 17,39%¢ $ (37,509 $ 911,32: $ 940,00 $ 17,21¢ $ (44,78) $ 912 44.
CMBS (@ $ 75,94( $ 20,18 $ — $ 96,12« $ 74,31 $ 18,26¢ $ — $ 92,57¢
Total investment
securities available fc
sale held in
securitization trusts  $ 7594 $ 20,18 $ — $ 096,12« $ 7431¢ $ 1826: $ — $ 92,57¢

(MIncluded in investment securities available foesale Agency 10s. Agency |0s are measured at &irevthrough earnings.
(2)CMBS investments have contractual maturities withio 10 years.

During the three months ended March 31, 2013, tbenfiany received total proceeds of approximatel $tillion realizing
approximately $0.1 million of net losses from tladesof investment securities available for saleer€hwere no sales of investment secu
available for sale during the three months endettiMal, 2014.

Actual maturities of our available for sale sedasitare generally shorter than stated contractw@dimties (which range up to
years), as they are affected by the contractuasInf the underlying mortgages, periodic payments@epayments of principal. Investm
securities available for sale amounting to $42.8ioni have contractual maturities within 0 to 10ay®, approximately $525.1 million hg
contractual maturities within ten to twenty yeansl $343.3 million have contractual maturities withiventy to thirty years. As of March .
2014 and December 31, 2013, based on managesmestimates using three month historical CPR, tlegghted average life of t
Company’s available for sale securities portfoliaswapproximately 6.63 and 7.03 years, respectively.
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The following tables set forth the stated resetigoisr of our investment securities available foresahd investment securit
available for sale held in securitization trust$/arch 31, 2014 and December 31, 2013 at carryahgev(dollar amounts in thousands):

March 31, 2014 December 31, 2013
Less than Less than
6 6to 24 More than 6 6to 24 More than
months months 24 months Total months months 24 months Total

Agency RMBS $ 104,58t $ 9,94( $ 759,82¢ $ 874,35 $ 9738 $ 1482 $ 764,66¢ $ 876,87:
Non-Agency RMBS 1,961 31z — 2,27¢ 2,361 — — 2,361
CLOs 34,69¢ — — 34,69¢ 33,20¢ — — 33,20¢
Total investment securities

available for sale $ 141,24: $ 10,2571 $ 759,82¢ $ 911,32 $ 132,95 $ 1482 $ 764,66t $ 91244
CMBS $ 29,24t 3 — $ 6687¢ $ 96,12« $ 2823 $ — $ 64,34t $ 9257¢
Total investment securities

available for sale held in

securitization trusts $ 29,24 $ — $ 66,87¢ $ 96,12¢ $ 2823: $ — $ 64,34¢ $ 92,57¢

The following tables present the Company's investnsecurities available for sale in an unrealizess Iposition reported throu
OCI, aggregated by investment category and lenigtime that individual securities have been in atoaious unrealized loss position at Me
31, 2014 and December 31, 2013 (dollar amountsangands):

March 31, 2014 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 $ 236,95¢ $ (6,33) $ 479,65( $ (19,019) $ 716,60¢ $ (25,349
Non-Agency RMBS — — 1,06( (203) 1,06( (203)
Total investment securities available
sale $ 236,95¢ $ (6,33) $ 480,71( $ (19,219) $ 717,66¢ $ (25,54%)
December 31, 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 $ 332,51¢ $ (11,429 $ 398,32 $ (20,589 $ 730,84: $ (32,009
Non-Agency RMBS — — 1,104 (18€) 1,10¢ (18¢)
Total investment securities available
sale $ 332,51¢ $ (11,429 $ 399,42¢ $ (20,770 $ 731,94t $ (32,199

For the three months ended March 31, 2014 and,2B&3Xompany recognized no other-than-temporapaimrment through
earnings .
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4, Residential Mortgage Loans Heid Securitization Trusts (Net) and Real Estate Owng

Residential mortgage loans held in securitizatrosts (net) consist of the following as of March 3014 and December 31, 20
respectively (dollar amounts in thousands):

March 31, December 31,
2014 2013
Unpaid principal balance $ 161,337 $ 165,17:
Deferred origination costs — net 1,02t 1,05:
Reserve for loan losses (2,849 (2,989
Total $ 159,51 $ 163,23

Allowance for Loan LossesThe following table presents the activity in then@many's allowance for loan losses on reside
mortgage loans held in securitization trusts ferttiree months ended March 31, 2014 and 2013, atésgly (dollar amounts in thousands):

Three months Ended March 31,

2014 2013
Balance at beginning of period $ 298¢ $ 2,97¢
Provisions for loan losses 16 28C
Transfer to real estate owned (157) (59)
Charge-offs — —
Balance at the end of period $ 2,84t $ 3,20t

On an ongoing basis, the Company evaluates thauadg®f its allowance for loan losses. The Compaajlowance for loan loss
as of March 31, 2014 was $2.8 million, representi® basis points of the outstanding principal bedaof residential loans held
securitization trusts as of March 31, 2014, as amegh to 181 basis points as of December 31, 2083akt of the Compang’allowance fc
loan loss adequacy analysis, management will assess/erall level of allowances while also assepsiredit losses inherent in each non
performing residential mortgage loan held in seiaiion trusts. These estimates involve the caraiibn of various credit related fact
including but not limited to, current housing markenditions, current loan to value ratios, deliagey status, the borrowsrturrent econom
and credit status and other relevant factors.

Real Estate Owned Fhe following table presents the activity in thengany’s real estate owned held in residential securitia
trusts for the three months ended March 31, 2084284 3, respectively (dollar amounts in thousands):

Three months Ended March 31,

2014 2013
Balance at beginning of period $ 1,10¢ $ 732
Write downs (22 (3
Transfer from mortgage loans held in securitizatrosts 55 18
Disposal (367) (96)
Balance at the end of period $ 78C $ 651

Real estate owned held in residential securitipatiosts are included in receivables and othertassethe accompanying conder
consolidated balance sheets and write downs ahedied in provision for loan losses in the accomjpagngondensed consolidated statemer
operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held idemisal securitization trusts are pledged as cidtfor the
Residential CDOs issued by the Company . As ofdk&1, 2014 and December 31, 2013, the Comgamgt investment in the residen
securitization trusts, which is the maximum amaafrthe Companys investment that is at risk to loss and repregétslifference between 1
carrying amount of the mortgage loans and realteesievned held in residential securitization trustel the amount of Residential CLC
outstanding, was $6.4 million and $6.6 million,pestively.
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Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of March 31, 2014, we had 38 delinquent loarth \eh aggregate principal amount outstanding of@pmately $19.2 millio
categorized as Residential Mortgage Loans HeldeicuBtization Trusts (net). Of the $19.2 milliondelinquent loans, $9.4 million, or 49
are under some form of temporary modified paymdsm.pThe table below shows delinquencies in outfpliw of residential mortgage loa
held in securitization trusts, including real estatvned (“REQO”) through foreclosure, as of March 3214 (dollar amounts in thousands):

March 31, 2014

Number of Total

Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30 - 60 5 $ 1,46¢ 0.9(%
61 - 90 1 $ 18¢ 0.12%
90 + 32 $ 17,58: 10.71%
Real estate owned through foreclosure 4 $ 1,39 0.86%

As of December 31, 2013, we had 34 delinquent loaitts an aggregate principal amount outstandingpuroximately $18
million categorized as Residential Mortgage LoaesdHn Securitization Trusts (net). Of the $18.9liom in delinquent loans, $9.1 million,
48%, are under some form of modified payment pldre table below shows delinquencies in our poufoli residential mortgage loans hels
securitization trusts, including real estate owttedugh foreclosure (REO), as of December 31, Z8bBar amounts in thousands):

December 31, 2013

Number of Total

Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30 - 60 3 $ 601 0.3€%
61 - 90 1 $ 23¢ 0.1%%
90 + 30 $ 18,03¢ 10.7€%
Real estate owned through foreclosure 5 $ 2,381 1.42%

The geographic concentrations of credit risk exoep&®% of the total loan balances in our residéniartgage loans held
securitization trusts and real estate owned hetdsitential securitization trusts as of March3114 and December 31, 2013 are as follows:

March 31, December 31,
2014 2013
New York 36.1% 35.9%
Massachusetts 24.9% 24.€%
New Jerse! 10.2% 10.4%
Florida 5.2% 5.8%
Connecticut 5.7% 5.6%
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5. Distressed Residential Mortgage Loans

As of March 31, 2014 and December 31, 2013, theyicay value of the Compang’distressed residential mortgage loans, inclt
distressed residential mortgage loans held in gé&mation trusts amounts to approximately $229.2iam and $254.7 million, respective
Distressed residential mortgage loans with a cagryalue amounting to approximately $5.2 millioe arcluded in receivables and other as
in the accompanying condensed consolidated baktmeet at March 31, 2014 .

The Company considers its purchase price for thtredised residential mortgage loans, includingedised residential mortge
loans held in securitization trusts, to be at faitue at the date of acquisition. The Company adiablishes an allowance for loan lo:
subsequent to acquisition.

The following table presents information regardihg estimates of the contractually required paysjehe cash flows expectec
be collected, and the estimated fair value of tistre&bsed residential mortgage loans acquired guhia three months ended March 31, -
(dollar amounts in thousands):

March 31,
2014
Contractually required principal and interest $ 11,50:
Non-accretable yield (2,959
Expected cash flows to be collected 8,541
Accretable yield (3,76%)
Fair value at the date of acquisition $ 4,77¢

There were no acquisitions of distressed residemtiatgage loans during the three months ended Mat¢ 2013.

The following table details activity in accretablield for the distressed residential mortgage lpamduding distressed residen
mortgage loans held in securitization trusts, fier three months ended March 31, 2014 (dollar ansdarthousands):

March 31,
2014
Balance at beginning of period $ 171,11.
Additions 35,85:
Disposals (44,56
Accretion (4,349
Balance at end of period $ 158,05:

Accretable yield is the excess of the distresssiieatial mortgage loangash flows expected to be collected over the pse
price. The cash flows expected to be collectedesmts the Compars/estimate, of the amount and timing of undiscadiqgencipal an
interest cash flows. Additions include accretalikddyestimates for purchases made during the penabreclassification to accretable y
from nonaccretable yield. Deletions include distezsresidential mortgage loan dispositions, whidtuide refinancing, sale and foreclosur
the underlying collateral and resulting removathe distressed residential mortgage loans fromatuoeetable yield, and reclassifications f
accretable to nonaccretable yield. The reclassifioa between accretable and nonaccretable yieldtenaccretion of interest income is bz
on various estimates regarding loan performancetia@dialue of the underlying real estate securmgldans. As the Company continue
gather additional information regarding the loansl @he underlying collateral, the accretable yieldy change. Therefore, the amoun
accretable income recorded in the three-month genmled March 31, 2014 is not necessarily indieadif/future results.
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The geographic concentrations of credit risk extwp&% of the unpaid principal balance in our dissed residential mortge
loans, including distressed residential mortgag@dcheld in securitization trusts as of March 3, 2and December 31, 2013, respectively
as follows:

March 31, December 31,
2014 2013
California 12.7% 14.2%
New York 8.5% 8.1%
Florida 8.3% 8.2%
Texas 6.6% 6.6%
Pennsylvania 5.2% 4.7%
New Jerse! 5.1% 4.7%

The Companys distressed residential mortgage loans held imrgzation trusts are pledged as collateral fortaia of the
Securitized Debt issued by the Company (see Note 7)

6. Consolidated K-Series

The Company has elected the fair value option eraisets and liabilities held within the Consokda-Series, which requires tt
changes in valuations in the assets and liabilitiethe Consolidated series be reflected in the Company's statementpefations. Ot
investment in the Consolidated K-Series is limitedhe multifamily CMBS comprised of first loss tranche PO séi@s and/or certain IC
issued by certain KSeries securitizations with an aggregate net azgryalue of $249.8 million and $240.0 million at Mda 31, 2014 ar
December 31, 2013, respectivelgge Note 7.

The condensed consolidated balance sheets of theolidated KSeries at March 31, 2014 and December 31, 2013ectsely, ar
as follows (dollar amounts in thousands):

March 31, December 31,
Balance Sheets 2014 2013
Assets
Multi-family loans held in securitization trusts $ 8,221,64. $ 8,111,02.
Receivables 30,15:¢ 30,22:
Real estate ownéed 3,54¢ —
Total Assets $ 8,255,341 $ 8,141,24.
Liabilities and Equity
Multi-family CDOs $ 7,975,42. $ 7,871,02!
Accrued expenses 29,69 29,76¢
Total Liabilities 8,005,11! 7,900,78
Equity 250,22: 240,45!
Total Liabilities and Equity $ 8,255,341 $ 8,141,24.

(1) Included in receivables and other assetheratcompanying condensed consolidated balancesshee

The multifamily loans held in securitization trusts had udpgarincipal balance of approximately $7.9 billiand $8.0 billion ¢
March 31, 2014 and December 31, 2013, respectiudig. multifamily CDOs had unpaid principal balance of appmadely $7.9 billion an
$8.0 billion at March 31, 2014 and December 31,30&spectively. As of March 31, 2014 and DecenBier2013, the current weigh
average interest rate on these Multi-Family CDOs %4 6%.
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The condensed consolidated statements of operatiottee Consolidated ISeries for the three months ended March 31, 204
2013, respectively, is as follows (dollar amountshiousands):

Three Months Ended March 31,

Statements of Operations 2014 2013
Interest income $ 7494 % 45,31¢
Interest expense 68,74 41,65¢
Net interest income 6,197 3,66(
Unrealized gain on multi-family loans and debt hieldecuritization trusts 4,92¢ 7,051
Net Income $ 11,127 $ 10,71:

The geographic concentrations of credit risk edoege 5% of the total loan balances related to oMiBS investments included
investment securities available for sale and nfalily loans held in securitization trusts as of ritfa 31, 2014 and December 31, 2(
respectively, are as follows:

March 31, December 31,
2014 2013
California 14.1% 14.(%
Texas 13.6% 13.7%
New York 7.3% 7.2%
Florida 6.4% 6.5%
Washington 5.3% 5.3%

7. Use of Special Purpose Entitiaad Variable Interest Entities

A Special Purpose Entity (“SPEI$ an entity designed to fulfill a specific limitegted of the company that organized it. SPE
often used to facilitate transactions that invobexuritizing financial assets or seeuritizing previously securitized financial asseflhe
objective of such transactions may include obtgnionfecourse financing, obtaining liquidity or refinamg the underlying securitiz:
financial assets on improved terms. Securitizatiomlves transferring assets to an SPE to coralexr a portion of those assets into ¢
before they would have been realized in the nowoatse of business through the S®E5suance of debt or equity instruments. Investoatr
SPE usually have recourse only to the assets irSBte and depending on the overall structure oftrdmesaction, may benefit from varic
forms of credit enhancement, such as wadlateralization in the form of excess asseth@&$PE, priority with respect to receipt of casiwe
relative to holders of other debt or equity instants issued by the SPE, or a line of credit orrofiien of liquidity agreement that is desig!
with the objective of ensuring that investors reegprincipal and/or interest cash flow on the it in accordance with the terms of t
investment agreement.

The Company has evaluated its CMBS investmentseddie Mac-sponsored Keries securitizations to determine whether the
VIEs. In addition, the Company also evaluatedfiitancings transactions, such as its ResidentiaD€Bompleted in 2005, its mufamily
CMBS resecuritization transaction completed in May 2012 collateralized recourse financing transactiomsmeted in November 2012 ¢
November 2013 and its distressed residential mgetd@an securitization transactions completed ineb#er 2012, July 2013 and Septer
2013 (each a “Financing VIE" and collectively, théinancing VIEs”) and concluded that the entities created to fatlitmach of th
transactions are VIEs.

The Company then completed an analysis of whelleeWtEs should be consolidated by the Company,daseconsideration of i
involvement in each of the VIEs, including the desand purpose of the SPE, and whether its invodrgmeflected a controlling financ
interest that resulted in the Company being deethedprimary beneficiary of the VIEs. In determigiwhether the Company would
considered the primary beneficiary, the followiagtbrs were assessed:

° whether the Company has both the power to direcattivities that most significantly impact the romic performance of the VI

and
° whether the Company has a right to receive benefiabsorb losses of the entity that could bemglly significant to the VIE.
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The Company has determined that it has a varialbéedst in the Consolidated Beries for which it is the primary beneficiary
has a controlling financial interest and, accortlindias consolidated their assets, liabilities,oine and expenses in the accompar
consolidated financial statementsee Notes 2 and)6

Also, based on its evaluation of the factors disedsabove, including its involvement in the purpasd design of the entity, 1
Company determined that the Financing VIEs metctiiteria for consolidation and, accordingly, condated the Financing VIEs createc

facilitate these transactions.

The following table presents a summary of the assed liabilities of these VIEs. Intercompany baks have been eliminated
for purposes of this presentation.

Assets and Liabilities of consolidated Financinge¥ ks of March 31, 2014 (dollar amounts in thousand

Financing VIEs

Distressed
Multi- family Residential Residential
CMBS re- Collateralized  Mortgage Mortgage
securitization Recourse Loan Loan
Financings(® Securitization ~Securitizations Total

Investment securities available for sale, at falue held

in securitization trusts $ 30,33. $ 65,79¢ $ — % — % 96,12«
Residential mortgage loans held in securitizatiasts

(net) — — — 159,51: 159,51:
Distressed residential mortgage loans held in

securitization trusts (net) — — 229,21! — 229,21!
Multi-family loans held in securitization trustd,fair

value 1,251,73 6,969,901 — — 8,221,64.
Receivables and other assets 5,20¢ 30,81+ 33,88¢ 1,38¢ 71,29(
Total assets $ 128727, $ 7,066,551 $ 263,09¢ $ 160,89 $ 8,777,78
Residential collateralized debt obligations $ — % — $ — $ 154,45t $ 154,45¢
Multi-family collateralized debt obligations, atfaalue 1,211,83: 6,763,58! — — 7,975,42.
Securitized debt 27,33¢ 107,85: 163,00¢ — 298,20(
Accrued expenses and other liabilities 4,62¢ 25,31 4,45 15 34,41
Total liabilities $ 124379 $ 6,896,750 $ 167,46t $ 154,47, $ 8,462,48

@ The Company classified the multi-family CMBS issuBdtwo K-Series securitizations and held by this Financihig &s available fc
sale securities as the purpose is not to tradee thesurities. The Financing VIE consolidated or8dfies securitization that issi
certain of the multfamily CMBS owned by the Company, including its etss liabilities, income and expenses, in its fuial
statements, as based on a number of factors, thw&uty determined that it was the primary benefjcard has a controlling financ
interest in this particular K-Series securitizat{@ee Note §.

@ The multi-family CMBS serving as collateral undee ttollateralized recourse financings are comprigescurities issued from seven
separate Freddie Mac-sponsored multi-family K-Sesiecuritizations. The Financing VIE classified thulti-family CMBS issued by
the two K-Series securitizations and held by theRcing VIE as available for sale securities aptimpose is not to trade these
securities. The Financing VIE consolidated fivahef K-Series securitizations, including their assetsjlitees, income and expenses
its financial statements as based on a numberctirts the Company determined that it was the pyirbaneficiary and has a
controlling financial interest in such K-Series wetizations (see Note §.
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Assets and Liabilities of consolidated Financinge¥ ks of December 31, 2013 (dollar amounts in thods):

Financing VIEs

Distressed
Multi- family Residential Residential
CMBS re- Collateralized  Mortgage Mortgage
securitization Recourse Loan Loan
1 Financings(® Securitization ~Securitizations Total

Investment securities available for sale, at faiue held

in securitization trusts $ 29,28¢ $ 63,28¢ $ — % — 8 92,57¢
Residential mortgage loans held in securitizatiasts

(net) — — — 163,23 163,23°
Distressed residential mortgage loans held in

securitization trusts (net) — — 254,72: — 254,72!
Multi-family loans held in securitization trusts,fair

value 1,234,08. 6,876,93! — — 8,111,02:
Receivables and other assets 5,241 27,19¢ 10,07 1,76( 44,27:
Total assets $ 126861 $ 6,967,42' $ 264,79. $ 164,99° $ 8,665,82
Residential collateralized debt obligations $ — % — $ — $ 158,41( $ 158,41(
Multi-family collateralized debt obligations, atifaalue 1,195,63 6,675,38: — — 7,871,02!
Securitized debt 27,24( 107,85: 169,87 — 304,96:
Accrued expenses and other liabilities 4,64(C 25,31¢ 981 15 30,95
Total liabilities $ 122751 $ 6,80855 $ 170,85. $ 158,42! $ 8,365,34!

@D The Company classified the multi-family CMBS issuBdtwo K-Series securitizations and held by this Financihig &s available fc
sale securities as the purpose is not to tradee thesurities. The Financing VIE consolidated onr8dfies securitization that issi
certain of the multfamily CMBS owned by the Company, including its etss liabilities, income and expenses, in its faial
statements, as based on a number of factors, thgw&ut determined that it was the primary benefjcard has a controlling financ
interest in this particular K-Series securitizat{@ee Note §.

@ The multi-family CMBS serving as collateral undee ttollateralized recourse financings are comprigescurities issued from seven
separate Freddie Mac-sponsored multi-family K-Sesiecuritizations. The Financing VIE classified thulti-family CMBS issued by
the two K-Series securitizations and held by thekcing VIE as available for sale securities aptimpose is not to trade these
securities. The Financing VIE consolidated fivahef K-Series securitizations, including their assetsjlitees, income and expenses
its financial statements as based on a numberctirs the Company determined that it was the pyirbaneficiary and has a
controlling financial interest in such K-Series wetizations (see Note §.
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The following table summarizes the Company’s se¢ized debt collateralized by muliémily CMBS and distressed resider
mortgage loans (dollar amounts in thousands):

Distressed
Multi-family Residential
CMBS Collateralized Mortgage
Re-securitization Recourse Loan
@) Financing (@ Securitization (3)
Original Face amount of Notes issued by the \fif purchased by 3rd part
investors $ 35,000 $ 107,853 $ 176,97C
Principal Amount at March 31, 2014 $ 34,431 $ 107,853 $ 163,009
Principal Amount at December 31, 2013 $ 34,508 $ 107,853 $ 169,871
Carrying Value at March 31, 2014} $ 27,338 $ 107,853 $ 163,008
Carrying Value at December 31, 2043 $ 27,240 $ 107,853 $ 169,871
One-month
LIBOR plus
Pass-through rate of Notes issued 5.35% 5.25% - 6.50% 4.25%- 4.85%

D The Company engaged in the re-securitization titimsaprimarily for the purpose of obtaining nogeourse financing on a portion of

multi-family CMBS portfolio. As a result of engaging ihig transaction, the Company remains economicalpoged to the first lo
position on the underlying mulfamily CMBS transferred to the Consolidated VIE.eTholders of the Note have no recourse tc
general credit of the Company, but the Company d@es the obligation, under certain circumstant@sepurchase assets upon
breach of certain representations and warranties.Jompany will receive all remaining cash flowaiify, through its retained ownership.
The Company entered into CMBS Master Repurchaseefgents with a thregear term for the purpose of financing a portionits
multi-family CMBS portfolio. In connection with these tisactions, the Company agreed to guarantee thardipunctual payment of
wholly-owned subsidiary's obligations under the CBMBaster Repurchase Agreements.

©® The Company engaged in these transactions forutmope of financing distressed residential mortdages acquired by the Company.
The distressed residential mortgage loans sengrapbateral for the financings are comprised afgening, reperforming and to a less
extent non-performing, fixed and adjustable-ratéyfamortizing, interest only and balloon, seasonedgage loans secured by first li¢
on one to four family properties. Two of the foeraritization transactions provide for a revolvjygyiod of one to two years from the c
of the respective financing (“Revolving Periodihere no principal payments will be made on thenatl cash proceeds generated by
distressed residential mortgage loans and recéiyede respective securitization trust during tley®&tving Period, after payment of
interest on the note, reserve amounts and certia@r transaction expenses, will be available ferghrchase by the trust of additional
mortgage loans that satisfy certain eligibilityteria.

Classified as securitized debt in the liability tsmt of the Company’s accompanying condensed cateted balance sheets .

@

©)

The following table presents contractual matunitipimation about the Financing VIESécuritized debt as of March 31, 2014
December 31, 2013, respectively:

March 31, December 31,

Scheduled Maturity (principal amount) 2014 2013
(Dollar amount in thousands)

Within 24 months $ 90,70C $ 90,70(
Over 24 months to 36 months 180,16 187,02:
Over 36 months 34,43 34,50"
Total 305,29: 312,23:
Discount (7,099 (7,267)
Carrying value $ 298,20( $ 304,96:

There is no guarantee that the Company will recaiwecash flows from these securitization trusts.
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Residential Mortgage Loan Securitization Transattio

The Company has completed four residential mortgaga securitizations (other than the distressesidemtial mortgage loi
securitizations discussed above) since inceptioa,first three were accounted for as permanenndings and have been included in
Company’s accompanying condensed consolidateddiabstatements.

Unconsolidated VIEs

The Company has evaluated its Multi-family CMBS @siments in four Freddie Mac-sponsoredsé&res securitizations and
mezzanine loan, preferred equity and other equityestments to determine whether they are VIEs drmlld be consolidated by 1
Company. Based on a number of factors, the Comgatgrmined that it does not have a controllingviicial interest and is not the prim
beneficiary of these VIEs. The following table mets the classification and carrying value of usotidated VIEs as of March 31, 2014
December 31, 2013 (dollar amounts in thousands):

March 31, 2014 December 31, 2013
Investment Investment
securities securities
available for available for
sale, at fair sale, at fair
value, held in Receivables value, held in Receivables
securitization and other securitization and other
trusts Assets Total trusts Assets Total
Multi-Family CMBS $ 96,12« 182 $ 96,30¢ $ 92,57¢ 18 $ 92,76:
Mezzanine loan and equity
investments — 34,89¢ 34,89¢ — 28,05¢ 28,05¢
Total assets $ 96,12/ 35,07¢ $ 131,20: $ 92,57¢ 28,24, % 120,81¢

Our maximum loss exposure on the Mditmily CMBS investments, mezzanine loan and equaigstments is approximately $13
million and $120.8 million at March 31, 2014 anddember 31, 2013, respectively. The Companyaximum exposure does not excee!
carrying value of its investments.

8. Derivative Instruments and Hedgp Activities

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

The following table presents the fair value of dafive instruments that were not designated as ihgdgstruments and thi
location in our accompanying condensed consolida#daince sheets at March 31, 2014 and Decemb@033, respectively (dollar amount:
thousands):

Derivatives Not Designated March 31, December 31,
as Hedging Instruments Balance Sheet Location 2014 2013
TBA securities?) Derivative assets $ 198,69 $ 190,74.
U.S. Treasury futures Derivative assets 181 3,257
Swaptions Derivative assets 677 1,30¢
Interest rate swap futures Derivative assets 112 23¢
Options on U.S. Treasury futures Derivative assets — 7
Eurodollar futures Derivative liabilities 70€ 1,43:

(1) Open TBA purchases and sales involving the sametequarty, same underlying deliverable and the ssetitement date are reflecte
our accompanying condensed consolidated finantzgtments on a net basis. There was no nettindg3é8f Sales against TBA purchase
March 31, 2014 and December 31, 2013.
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The tables below summarize the activity of denxainstruments not designated as hedges for tte® thonths ended March
2014 and 2013, respectively (dollar amounts in shods):

Notional Amount For the Three months Ended March 31

2014
December Settlement,
Derivatives Not Designated 31, Expiration March 31,
as Hedging Instruments 2013 Additions or Exercise 2014
TBA securities $ 188,00( 590,00( (584,001) 194,00(
U.S. Treasury futures (11,900 36,60( (32,300 (7,600
Interest rate swap futures (242,701) 242,70! (237,201) (237,201
Eurodollar futures (3,360,00i) 1,074,00! (984,00() (3,270,00i)
Options on U.S. Treasury futures 40,00( — (40,000 —
Swaptions 100,00( — — 100,00

Notional Amount For the Three months Ended March 31

2013
December Settlement,
Derivatives Not Designated 31, Expiration March 31,
as Hedging Instruments 2012 Additions or Exercise 2013
TBA securities $ 234,000 $ 485,000 $ (489,000 $ 230,00!
U.S. Treasury futures (172,100 256,70! (265,20() (180,60()
Interest rate swap futures (13,000 48,10( (69,200 (34,100
Eurodollar futures (2,852,00i) 1,000,001 (1,408,001 (3,260,001
Options on U.S. Treasury futures 70,00( 135,00( (140,001) 65,00(
Swaptions 100,00( — — 100,00(

The following table presents the components ofizedland unrealized gains and losses related toderivative instruments that wi
not designated as hedging instruments includedhiarancome (expense) in our condensed consolidatgdments of operations for the tt
months ended March 31, 2014 and 2013:

Three months Ended March 31,

2014 2013
Realized Unrealized Realized Unrealized
Gains Gains Gains Gains

(Losses) (Losses) (Losses) (Losses)
TBA $ 3312 $ 265 % (1,737 $ 174
Eurodollar Future§) (1,219 72¢ (1,389 1,42¢
Swaptions — (51¢) — 157
U.S. Treasury and Interest rate swap futures atidrep (44) (3,139 89 (1,389
Total $ 2,05¢ $ (2,660 $ (3,03) $ 27

(1) At March 31, 2014, the Eurodollar futuresisist of 3,270 contracts with expiration dates nagpdpetween June 2014 and September
2017.

The use of TBAs exposes the Company to market vigle as the market value of the securities that@ompany is required
purchase pursuant to a TBA transaction may detlelew the agreedpon purchase price. Conversely, the market valubeosecurities th
the Company is required to sell pursuant to a TB#vtaction may increase above the agreed upompisede At March 31, 2014 and Decem
31, 2013, our condensed consolidated balance sinekide TBA+elated liabilities of $199.2 million and $191.6lkon included in payable fi
securities purchased, respectively. Open TBA pwehand sales involving the same counterparty, semerlying deliverable and the sc
settlement date are reflected in our condensedtidated financial statements on a net basis.
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The following table presents the fair value of dative instruments designated as hedging instrumantl their location in tl
Companys accompanying condensed consolidated balancessaiebtarch 31, 2014 and December 31, 2013, respéctidollar amounts
thousands):

Derivatives Designated March 31, December 31,
as Hedging Instruments Balance Sheet Location 2014 2013
Interest Rate Swaps Derivative assets $ 191 $ 2,041

The Company has netting arrangements by countgrpitit respect to its interest rate swaps. Congrach liability position of $0.
million have been netted against the asset pogitfid&2.2 million and contracts in a liability pdsit of $0.3 million have been netted agains
asset position of $2.3 million in the accompanycandensed consolidated balance sheets at Marct2(®Y and December 31, 20
respectively.

The following table presents the impact of the Canyis derivative instruments on the Companyaccumulated oth
comprehensive income (loss) for the three montds@march 31, 2014 and 2013, respectively (dolaowants in thousands):

Three months Ended March 31,

Derivatives Designated as Hedging Instruments 2014 2013
Accumulated other comprehensive income (loss) éoivdtive instruments:

Balance at beginning of the period $ 2,041 $ (1,749
Unrealized gain (loss) on interest rate swaps (129) 684
Balance at end of the period $ 1,91 $ (1,060

The Company estimates that over the next 12 moumihysroximately $1.7 million of the net unrealizeadrgs on the interest r:
swaps will be reclassified from accumulated otlemprehensive income (loss) into earnings.

The following table details the impact of the Compa interest rate swaps included in interest egpdor the three months ended
March 31, 2014 and 2013, respectively (dollar am®imthousands):

Three months Ended March 31,
2014 2013

Interest Rate Swaps:
Interest expense-investment securities $ 457 $ 43¢

The Companys interest rate swaps are designated as cash #dgels against the benchmark interest rate riskciated with it
short term repurchase agreements. There were m® iogsrred at the inception of our interest ratayss, under which the Company agre¢
pay a fixed rate of interest and receive a variaiilerest rate based on one month LIBOR, on thenat amount of the interest rate swaps.

The Company documents its riskanagement policies, including objectives and egjias, as they relate to its hedging activitiesl
upon entering into hedging transactions, documeths relationship between the hedging instrument ahd hedged liabilit
contemporaneously. The Company assesses, botttetion of a hedge and on an on-going basis, whaihanot the hedge ishfghly
effective” when using the matched term basis.

The Company discontinues hedge accounting on gectigse basis and recognizes changes in the fairevidorough earning
when: (i) it is determined that the derivativen longer effective in offsetting cash flows of @edged item (including forecasted transactic
(i) it is no longer probable that the forecastemhsaction will occur; or (iii) it is determinedahdesignating the derivative as a hedge
longer appropriate. The Company’s derivative inseents are carried on the Companipalance sheets at fair value, as assets, iffieivalue
is positive, or as liabilities, if their fair valus negative. For the Company’s derivative instroteghat are designated as “cash flow hedge:
changes in their fair value are recorded in accatedl| other comprehensive income (loss), providatittie hedges are effective. A chanc
fair value for any ineffective amount of the Compan derivative instruments would be recognized inniegs. The Company has
recognized any change in the value of its existiegivative instruments designated as cash flow égdbrough earnings as a resul
ineffectiveness of any of its hedges.
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The following table presents information about @@mpany’s interest rate swaps as of March 31, 200#December 31, 2013,
respectively (dollar amounts in thousands):

March 31, 2014 December 31, 2013
Weighted Weighted
Average Average
Notional Fixed Pay Notional Fixed Pay
Maturity () Amount Interest Rate Amount Interest Rate
Within 30 Days $ — % $ — — 04
Over 30 days to 3 months — — — _
Over 3 months to 6 months — — — —
Over 6 months to 12 months — — — _
Over 12 months to 24 months 135,00( 0.4t 135,00( 0.4~
Over 24 months to 36 months — — — _
Over 36 months to 48 months 215,00( 0.87 215,00( 0.87
Over 48 months to 60 months — — — —
Total $___350,00( 0.6¢% $___ 350,00( 0.6<%

(1) The Company enters into interest rate swap traiosectvhereby the Company pays a fixed rate of @steand receives one mo
LIBOR.

The use of derivatives exposes the Company to equentty credit risks in the event of a default byoanterparty. If a counterpa
defaults under the applicable derivative agreenteetCompany may be unable to collect paymentshictwit is entitled under its derivati
agreements, and may have difficulty collecting dlssets it pledged as collateral against such dierga The Company currently has in pl
with all counterparties Hateral margin agreements requiring a party to pudlateral to the Company for any valuation defi€his
arrangement is intended to limit the Company’s sxipe to losses in the event of a counterparty dtefau

The Company is required to pledge assets underladsal margin arrangement, including either cashAgency RMBS, ¢
collateral for its interest rate swaps, futurestemts and TBAs, whose collateral requirements bgrgounterparty and change over time b
on the market value, notional amount, and remaitengn of the agreement. In the event the Companyable to meet a margin call under
of its agreements, thereby causing an event ofutteda triggering an early termination event undee of its agreements, the counterpar
such agreement may have the option to terminatef allich counterpartg’ outstanding transactions with the Company. Iriteag under thi
scenario, any close-out amount due to the countgrppon termination of the counterpagyttansactions would be immediately payable b
Company pursuant to the applicable agreement. Cidmpany believes it was in compliance with all nramgquirements under its agreem
as of March 31, 2014 and December 31, 2013. Thep@ognhad $12.5 million and $10.2 million of reseit cash related to margin postec
its agreements as of March 31, 2014 and Decemhe(3B, respectively. The restricted cash helchiog pparties is included in receivables
other assets in the accompanying condensed coatalithalance sheets.
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9. Financing Arrangements, Portfm Investments

The Company has entered into repurchase agreemvéhtshird party financial institutions to finanées investment portfolio. Tt
repurchase agreements are shema borrowings that bear interest rates typichdged on a spread to LIBOR, and are secured ksetheitie
which they finance. At March 31, 2014, the Comphay repurchase agreements with an outstandingdeatfr$767.8 million and a weight
average interest rate of 0.44%. At December 3132the Company had repurchase agreements withitatanding balance of $791.1 mill
and a weighted average interest rate of 0.49%.fAdaoch 31, 2014 and December 31, 2013, the avedage to maturity for all repurche
agreements were 38 days and 31 days, respectiieyCompanys accrued interest payable on outstanding repuecigreements at March
2014 and December 31, 2013 amounts to $0.2 midimh$0.6 million, respectively, and is includedagtrued expenses and other liabilitie
the Company'’s condensed consolidated balance sheets

The following table presents detailed informatidmoat the Companyg’ borrowings under repurchase agreements and asx
assets pledged as collateral at March 31, 201Dacedmber 31, 2013 (dollar amounts in thousands):

March 31, 2014 December 31, 2013
Amortized Amortized

Outstanding  Fair Value of Cost Outstanding  Fair Value of Cost

Repurchase Collateral Of Collateral ~ Repurchase Collateral Of Collateral

Agreements Pledged Pledged Agreements Pledged Pledged
Agency RMBS
Agency ARMs $ 191,60 $ 202,61: $ 207,14' $ 197,97: $ 208,70. $ 214,03!
Agency Fixed Rate 473,53t 497,68 517,33« 489,95: 516,01 541,58
Agency I10s 94,23t 113,65t 121,84 94,69¢ 113,72: 122,87!
CLOs 8,45( 14,99 9,56¢ 8,50( 14,78¢ 8,941
Balance at end of the period $ 767,82 $ 828,94. $ 855,89. $ 791,12 $ 853,22 $ 887,44

The following table presents contractual matunitipimation about the Comparsybutstanding repurchase agreements at Mar«
2014 and December 31, 2013:

March 31, December 31,
Contractual Maturity 2014 2013
Within 30 days $ 499,23: % 509,56¢
Over 30 days to 90 days 268,59¢ 281,56:
Total $ 767,820 $ 791,12!

As of March 31, 2014, the outstanding balance underepurchase agreements was funded at an adresteoaf 92.2% that impli
an average haircut of 7.8%. The weighted averagéecit” related to our repurchase agreement financing tiorAgency RMBS (excludir
Agency 10s), Agency 10s and CLOs was approximabély 25% and 35%, respectively, for a total weigtaedrage “haircutdf 7.8%. As ¢
December 31, 2013, the outstanding balance underepurchase agreements was funded at an advamcefra2.2% that implies an aver:
haircut of 7.8%. The weighted average “hairaafated to our repurchase agreement financing dorAgency RMBS (excluding Agency 10
Agency 10s and CLOs was approximately 5%, 25% &%d,3espectively, for a total weighted averagerthal of 7.8%.

In the event we are unable to obtain sufficientrsterm financing through repurchase agreements @retke, or our lenders st
to require additional collateral, we may have tpitate our investment securities at a disadvantaggéme, which could result in losses. ;
losses resulting from the disposition of our inugsht securities in this manner could have a matadizerse effect on our operating results
net profitability. At March 31, 2014 and Decembé@r, 2013, the Company had repurchase agreementd tvitounterparties. As of March
2014 and December 31, 2013, we had no counterpartiere the amount at risk was in excess of 5%tafkBolders’Equity. The amount
risk is defined as the fair value of securitiesdgled as collateral to the repurchase agreementese of the repurchase agreement liability.
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As of March 31, 2014, the Company had $76.5 milliorcash and $82.4 million in unencumbered investnsecurities to me
additional haircut or market valuation requiremeinisluding $62.7 million of RMBS, of which $60.4iliron are Agency RMBS. The $7¢
million of cash, the $62.7 million in RMBS, and $38nillion held in overnight deposits in our Agen€y portfolio included in restricted ce
(that is available to meet margin calls as it edab our Agency IO portfolio repurchase agreementsich collectively represent 23.2% of
financing arrangements are liquid and could be ripee to pay down or collateralize the liabilityrimediately.

10. Residential Collateralized Debtl@igations

The Company’s Residential CDOs, which are recomedabilities on the Compars/'condensed consolidated balance sheet
secured by ARM loans pledged as collateral, whiehracorded as assets of the Company. As of Matcl2®BL4 and December 31, 2013,
Company had Residential CDOs outstanding of $164ll5n and $158.4 million, respectively. As of M#r 31, 2014 and December 31, 2(
the current weighted average interest rate on t8&88@s was 0.54% and 0.55%, respectively. The Res&addeCDOs are collateralized by AF
loans with a principal balance of $161.3 millionda$165.2 million at March 31, 2014 and DecemberZ1,3, respectively. The Comp:
retained the owner trust certificates, or residotdrest for three securitizations, and, as of Mat, 2014 and December 31, 2013, had
investment in the residential securitization trut$6.4 million and $6.6 million, respectively.

11. Subordinated Debentures
Subordinated debentures are trust preferred sexsuthat are fully guaranteed by the Company wétspect to distributions a
amounts payable upon liquidation, redemption oayepent. The following table summarizes the key ittetsf the Company subordinate

debentures as of March 31, 2014 and December 3B, @llar amounts in thousands):

NYM Preferred NYM Preferred

Trust | Trust Il
Principal value of trust preferred securities $ 25,000 $ 20,00(
Three mont Three mont
LIBOR plus LIBOR plus
Interest Rate 3.75%, resettin 3.95%, resettin
quarterly quarterly
Scheduled maturity March 15, 203 October 30, 20z

As of May 8, 2014, the Company has not been ndtifend is not aware, of any event of default uritier covenants for tl
subordinated debentures.

12. Commitments and Contingencies

Loans Sold to Third Parties Fhe Company sold its mortgage lending businessanchl2007. In the normal course of busines:
Company is obligated to repurchase loans basedatations of representations and warranties inltia® sale agreements. The Company
not repurchase any loans during the three monttheceMarch 31, 2014.

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

of March 31, 2014, the Company does not believeé ding of its current legal proceedings, individyadlr in the aggregate, will have
material adverse effect on the Company’s operatiimsncial condition or cash flows.

13. Fair Value of Financial Instrumets
The Company has established and documented pescissdetermining fair values. Fair value is lohgpon quoted market pric

where available. If listed prices or quotes areawailable, then fair value is based upon intéyndéveloped models that primarily use ing
that are market-based or independently-sourcedahpetameters, including interest rate yield curves
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A financial instrumens categorization within the valuation hierarchyp&sed upon the lowest level of input that is sigaiit to thi

fair value measurement. The three levels of vanatierarchy are defined as follows:

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

Level 2- inputs to the valuation methodology include quqgtedes for similar assets and liabilities in actimarkets, and inputs tt

are observable for the asset or liability, eitheeatly or indirectly, for substantially the fukktm of the financial instrument.

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

The following describes the valuation methodologissd for the Companyfinancial instruments measured at fair valueyel$ as

the general classification of such instruments gams to the valuation hierarchy.

a.

Investment Securities Available for Sale (RMBS @h@®s) - Fair value for the RMBS in our portfolio are valuasing :
third-party pricing service or are based on quoted ppecegided by dealers who make markets in similaariicial instrument
The dealers will incorporate common market priaingthods, including a spread measurement to thesiiingaurve or intere
rate swap curve as well as underlying charactesistif the particular security including coupon, ipgic and life cap:
collateral type, rate reset period and seasoniragerof the security. If quoted prices for a seguie not reasonably availa
from a dealer, the security will be cassified as a Level 3 security and, as a remdhagement will determine the fair ve
based on characteristics of the security that theagany receives from the issuer and based on alaitaarket informatiol
Management reviews all prices used in determinialgiation to ensure they represent current markeditons. This revie
includes surveying similar market transactions, parisons to interest pricing models as well asrofs of like securities t
dealers. The Company's investment securities tieat@nprised of RMBS and CLOs are valued based ugextily observab
market parameters and are classified as Level dhies.

Investment Securities Available for Sale Held iousiization Trusts (CMBS — As the Companyg CMBS investments &
comprised of securities for which there are nossatitially similar securities that trade frequenthe Company classifies thi
securities as Level 3 fair values. Fair value & @ompanys CMBS investments is based on an internal valnatiodel the
considers expected cash flows from the underlyiogn$ and yields required by market participantse Hignifican
unobservable inputs used in the measurement of theestments are projected losses of certainifthtoans within the por
of loans and a discount rate. The discount ratd irsdetermining fair value incorporates defauterdoss severity and curr
market interest rates. The discount rate ranges #®% to 15.9%. Significant increases or decreasékese inputs wou
result in a significantly lower or higher fair valimeasurement.

Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trusts are releal at fair valu
and classified as Level 3 fair values. Fair vakibased on an internal valuation model that consiepected cash flows fr
the underlying loans and yields required by mapieticipants. The significant unobservable inpugisdiin the measuremen
these investments are discount rates. The discatenused in determining fair value incorporatefaude rate, loss severity a
current market interest rates. The discount ratgea from 3.31% to 6.09%Significant increases or decreases in these i
would result in a significantly lower or higher faialue measurement.

Derivative Instrument— The fair value of interest rate swaps, swaptioptipas and TBAs are based on dealer quotes. Tt
value of futures are based on exchange-tradedspridlee Companyg derivatives are classified as Level 1 or Levdhig
values.

Multi-Family CDOs —The fair value of MultiFamily CDOs is determined using a third party pricservice or are based
quoted prices provided by dealers who make maiketsnilar financial instruments. The dealers wihsider contractual ce
payments and yields expected by market participddglers also incorporate common market pricinghods, including
spread measurement to the Treasury curve or imteats swap curve as well as underlying charadiesi®f the particule
security including coupon, periodic and life capsljateral type, rate reset period and seasonirgyerof the security.
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The following table presents the Companfihancial instruments measured at fair value oacarring basis as of March 31, 2!
and December 31, 2013, respectively, on the Compaaondensed consolidated balance sheets (dollavats in thousands):

Measured at Fair Value on a Recurring Basis at

March 31, 2014 December 31, 2013
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets carried at fair value
Investment securities
available for sale:
Agency RMBS $ — $ 874,35 $ — $ 87435 $ — $ 876,87 $ — $ 876,87
Non-Agency RMBS — 2,274 — 2,274 — 2,361 — 2,361
CLOs — 34,69¢ — 34,69¢ — 33,20¢ — 33,20¢
Investment securities
available for sale held in
securitization trusts:
CMBS — — 96,12 96,12 — — 92,57¢ 92,57¢
Multi-family loans held in
securitization trusts — — 8,221,64. 8,221,64. — — 8,111,02. 8,111,02
Derivative assets:
TBA Securities — 198,69 — 198,69 — 190,74 — 190,74
Options on U.S.
Treasury futures — — — — 7 — — 7
U.S. Treasury futures 181 — — 181 3,257 — — 3,251
Interest rate swap
futures 112 — — 112 23¢ — — 23¢
Interest rate swaps — 1,912 — 1,912 — 2,041 — 2,041
Swaptions — 677 — 677 — 1,30t — 1,30¢
Total $ 29 $1,112,611 $8,317,761 $9,430,66! $ 3,50z $1,106,53. $8,203,601 $9,313,63
Liabilities carried at fair
value
Multi-family collateralized
debt obligations $ — 3 — $7,97542 $7,97542 $ — 3 — $7,871,021 $7,871,02
Derivative liabilities:
Eurodollar futures 70€ — — 70€ 1,43: — — 1,432
Total $ 70€ $ — $7,97542 $7,976,12 $ 1,43: $ — $7,871,020 $7,872,45,

The following table details changes in valuatiom foe Level 3 assets for the three months endedcciMad, 2014 and 201
respectively (amounts in thousands):

Level 3 Assets:

Three Months Ended March 31,

2014 2013

Balance at beginning of period $ 8,203,601 $ 5,514,06!
Total gains (realized/unrealized)

Included in earnings (1) 132,38 (52,347

Included in other comprehensive income 1,92( 3,857
Paydowns (16,597 (13,029
Transfer to real estate owned (3,54%) —
Balance at the end of period $ 8,317,761 $ 5,452,55
) Amounts included in interest income from tiafdmily loans held in securitization trusts antrealized gain on mulfiamily loans an

debt held in securitization trusts, net.
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The following table details changes in valuationtfee Level 3 liabilities for the years ended MaB&t) 2014 and 2013, respectiv
(amounts in thousands):

Level 3 Liabilities:
Three Months Ended March 31,

2014 2013
Balance at beginning of period $ 7,871,021 $ 5,319,57:
Total gains (realized/unrealized)
Included in earnings (1) 120,99: (63,48
Included in other comprehensive income — —
Paydowns (16,597 (13,019
Balance at the end of period $ 797542 $ 5,243,07

@ Amounts included in interest income from multi-féyribans held in securitization trusts and unresaligain on multfamily loans and de
held in securitization trusts, net.

The following table details the changes in unrealigains (losses) included in earnings for our L8vassets and liabilities for t
three months ended March 31, 2014 and 2013, regeklyctdollar amounts in thousands):

Three Months Ended March 31,

2014 2013
Change in unrealized gains (losses) — assets $ 143,44: $ (40,559
Change in unrealized gains (losses) — liabilities (138,511 47,60¢
Net change in unrealized gains included in earnfogassets and liabilitie $ 4,926 $ 7,051

Any changes to the valuation methodology are regélwy management to ensure the changes are apteophis markets a
products develop and the pricing for certain praslubecomes more transparent, the Company continoesefine its valuatio
methodologies. The methods described above magupeoa fair value calculation that may not be iathi® of net realizable value
reflective of future fair values. Furthermore, ighhe Company believes its valuation methods ppeapriate and consistent with other ma
participants, the use of different methodologiasassumptions, to determine the fair value of cerfimancial instruments could result i
different estimate of fair value at the reportirgted The Company uses inputs that are currenf aaah reporting date, which may incl
periods of market dislocation, during which timecprtransparency may be reduced. This conditiarldcocause the Comparsyfinancia
instruments to be reclassified from Level 2 to UeS/e future periods.

The following table presents assets measured mvdfie on a nomecurring basis as of March 31, 2014 and Decembef@13
respectively, on the condensed consolidated balstmeets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas at
March 31, 2014 December 31, 2013
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Residential Mortgage loan

held in securitization

trusts — impaired loans

(net) $ — % — % 4,78¢ $ 4,78¢ $ — 3 — % 6,591 $ 6,591
Real estate owned held in

residential securitization

trusts — — 78C 78C — — 1,10¢ 1,10¢
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The following table presents losses incurred feetsmeasured at fair value on a mecdrring basis for the three months ended vV
31, 2014 and 2013, respectively, on the Compargrsiensed consolidated statements of operations @hounts in thousands):

Three Months Ended March 31,
2014 2013

Residential mortgage loans held in securitizatrosts — impaired loans (net) $ 15 $ 28C
Real estate owned held in residential securitinatiosts 84 3

Residential Mortgage Loans Held in Securitizatiamsts — Impaired Loans (net) kmpaired residential mortgage loans hel
securitization trusts are recorded at amortized less specific loan loss reserves. Impaired I@neris based on managemsrdstimate of tt
net realizable value taking into consideration lavarket conditions of the property, updated amalavalues of the property and estim:
expenses required to remediate the impaired loan.

Real Estate Owned Held in Residential Securitiraffousts —Real estate owned held in the residential secatitin trusts ai
recorded at net realizable value. Any subsequguostdent will result in the reduction in carryinglue with the corresponding amount cha
to earnings. Net realizable value based on amasti of disposal taking into consideration locakket conditions of the property, upda
appraisal values of the property and estimatedresggerequired to sell the property.

The following table presents the carrying valud astimated fair value of the Compasyinancial instruments at March 31, 2014
December 31, 2013, respectively, (dollar amounthdusands):

March 31, 2014 December 31, 2013
Fair Value
Hierarchy Carrying Estimated Carrying Estimated
Level Value Fair Value Value Fair Value

Financial Assets:
Cash and cash equivalents Level 1 $ 76,506 $ 76,50¢ $ 31,79¢ $ 31,79¢
Investment securities available for sale Level 2 911,32 911,32 912,44 912,44
Investment securities available for sale, at falue held

in securitization trusts Level 3 96,12« 96,12« 92,57¢ 92,57¢
Residential mortgage loans held in securitizatiasts

(net) Level 3 159,51: 146,17: 163,23’ 152,10:
Distressed residential mortgage loans (Hét) Level 3 234,45¢ 241,39! 264,43: 254,54;
Multi-family loans held in securitization trusts Level 3 8,221,64. 8,221,64. 8,111,02: 8,111,02.
Derivative assets Level 1 or 2 201,57¢ 201,57¢ 197,59( 197,59(
Mortgage loans held for sale (n€%) Level 3 2,49 2,55( 2,49¢ 2,59¢
First mortgage loan@) Level 3 8,24: 8,514 8,24¢ 8,31¢
Mezzanine loan and equity investmef@ts Level 3 28,41+ 28,78( 21,56¢ 21,81
Financial Liabilities:
Financing arrangements, portfolio investments Level 2 $ 767,82 $ 767,827 $ 791,12 $ 791,12!
Residential collateralized debt obligations Level 3 154,45t 142,31¢ 158,41( 151,91(
Multi-family collateralized debt obligations Level 3 7,975,42. 7,975,42. 7,871,02i 7,871,02i
Securitized debt Level 3 298,20( 309,50: 304,96« 311,53!
Derivative liabilities Level 1 or 2 70¢€ 70€ 1,432 1,43
Payable for securities purchased Level 1 204,84( 204,84( 191,59: 191,59.
Subordinated debentures Level 3 45,00( 38,361 45,00( 39,31(

() Includes distressed residential mortgage loans inedécuritization trusts with a carrying value amting to approximately $229.2 milli
and $254.7 million at March 31, 2014 and Decemler2®13, respectively. Distressed residential nagrégloans with a carrying val
amounting to approximately $5.2 million and $9.7liom are included in receivables and other assetthe accompanying conden:
consolidated balance sheets at March 31, 2014 eacdrbber 31, 2013, respectively.

(@ Included in receivables and other assets in therapanying condensed consolidated balance sheets.
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In addition to the methodology to determine the Vailue of the Compang’financial assets and liabilities reported at Vaiue on
recurring basis and naecurring basis, as previously described, the Walig methods and assumptions were used by the Qoyipaarriving
at the fair value of the Company’s other finanaistruments in the table immediately above:

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

b. Residential mortgage loans held in securitizatiorsts (net}- Residential mortgage loans held in the securitimatrusts ar
recorded at amortized cost. Fair value is basedromternal valuation model that considers the egaged characteristics
groups of loans such as, but not limited to, cefialt type, index, interest rate, margin, lengthfixéd-rate period, life ca
periodic cap, underwriting standards, age and testimated using the estimated market pricesifoites types of loans.

c. Distressed residential mortgage loans (n— Fair value is estimated using pricing models takimip consideration curre
interest rates, loan amount, payment status angepsotype, and forecasts of future interest rabesne prices and prope
values, prepayment speeds, default, loss seveutiesactual purchases and sales of similar loans.

d. Mortgage loans held for sale (n The fair value of mortgage loans held for sale)(aet estimated by the Company based o
the price that would be received if the loans werle as whole loans taking into consideration #ygregated characteristics of
the loans such as, but not limited to, collateypkt index, interest rate, margin, length of fixegrest rate period, life time cap,
periodic cap, underwriting standards, age and ti

e. First mortgage loan and mezzanine loan and equigstment— Estimated fair value is determined by both madeehparable
pricing and discounted cash flows. The discountsthdlows are based on the underlying contractast fows and estimated
changes in market yields. The fair value also ot$leonsideration of changes in credit risk siteedrigination or time of initic
investment

f.  Financing arrangement- The fair value of these financing arrangements@qprates cost as they are short term in nature.

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

h. Securitized debt The fair value of securitized debt is based @talinted cash flows using managenmsesstimate for mark
yields.

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

j-  Subordinated debentures Fhe fair value of these subordinated debenturedaised on discounted cash flows u
management’s estimate for market yields.

14. Stockholders’ Equity
(a) Dividends on Preferred Stor

The Company had 200,000,000 authorized sharesefémped stock, par value $0.01 per share, with B@ID shares issued ¢
outstanding as of March 31, 2014 and December 813.20n June 4, 2013, the Company issued 3,000s0@es of 7.75% Serie:
Cumulative Redeemable Preferred Stock (“SerieséBeired Stock™)with a par value of $0.01 per share and a liquidlapreference of $:
per share, 3,450,000 shares authorized, in an wnitten public offering, for net proceeds of approately $72.4 million, after deducti
underwriting discounts and offering expenses. $haes B Preferred Stock is entitled to receidivalend at a rate of 7.75% per year on
$25 liquidation preference and is senior to the mmm stock with respect to distributions upon ligiidn, dissolution or winding up. T
Series B Preferred Stock generally does not hayevating rights, subject to an exception in thergvithe Company fails to pay dividends
such stock for six or more quarterly periods (wketbr not consecutive). Under such circumstanttes,Series B Preferred Stock will
entitled to vote to elect two additional directéesthe Company’s Board of Directors (the “Boardgsignating the Series B Preferred S
until all unpaid dividends have been paid or destdaaind set apart for payment. In addition, cenaaterial and adverse changes to the ten
the Series B Preferred Stock cannot be made wittheuaffirmative vote of holders of at least tihirds of the outstanding shares of Seri
Preferred Stock.
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The Series B Preferred Stock is not redeemablehbyCtompany prior to June 4, 2018, except undeuristances intended
preserve the Comparg/’qualification as a REIT and except upon the getwe of a Change of Control (as defined in theicked
Supplementary designating the Series B PreferredkptOn and after June 4, 2018, the Company miaits aption, redeem the Serie:
Preferred Stock, in whole or in part, at any timrefrom time to time, for cash at a redemption priggual to $25.00 per share, plus
accumulated and unpaid dividends.

In addition, upon the occurrence of a Change oft@bnthe Company may, at its option, redeem theeSeB Preferred Stock,
whole or in part, within 120 days after the firgitel, on which such Change of Control occurredcémsh at a redemption price of $25.00
share, plus any accumulated and unpaid dividends.

The Series B Preferred Stock has no stated matusityot subject to any sinking fund or mandatagemption and will rema
outstanding indefinitely unless repurchased oreets by the Company or converted into the Compaogmmon stock in connection wit
Change of Control by the holders of the Series &d?Pred Stock.

Upon the occurrence of a Change of Control, eadtehaf Series B Preferred Stock will have the tifimless the Company has
exercised its right to redeem the Series B Prale®teck) to convert some or all of the Series Bféd?red Stock held by such holder into a
number of shares of our common stock per shareé¢SB Preferred Stock determined by a formul@aich case, on the terms and subject tc
the conditions described in the Articles Suppleragnt

From the time of original issuance of the SerieBrBferred Stock through March 31, 2014, the Comgasydeclared and paid
required quarterly dividends on such stock. Thofahg table presents the relevant dates with retsfpesuch quarterly cash dividends on
Series B Preferred Stock from issuance through Maic 2014:

Cash
Dividend
Declaration Date Record Date Payment Date Per Share
March 13, 2014 April 1, 2014 April 15, 2014 $ 0.48437!
December 10, 2013 January 1, 2014 January 15, 2014 $ 0.48437!
September 12, 2013 October 1, 2013 October 15, 2013 $ 0.48437!
June 18, 2013 July 1, 2013 July 15, 2013 $ 0.22066!

(b) Dividends on Common Sto

The following table presents cash dividends dedldng the Company on its common stock with respeatach of the quartel
periods commencing January 1, 2013 and ended Mrcp014:

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share
First Quarter 2014 March 13, 2014 March 24, 2014 April 25, 2014 $ 0.27
Fourth Quarter 2013 December 10, 2013 December 20, 2013 January 27, 2014 0.27
Third Quarter 2013 September 12, 2013 September 23, 2013 October 25, 2013 0.27
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
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(c) Public Offering of Common Sto

The table below presents information with respeahares of the Comparsytommon stock issued through public offeringsrily
the three months ended March 31, 2014. There wepiblic offerings of common stock during the thneenths ended March 31, 2013.

Share Issue Date Shares Issued Net Proceeds?d)
(Amounts in Thousands)
January 10, 2014 11,500 $ 75,84¢

@ proceeds are net of underwriting costs and offezikygenses paid by the Company.
(d) Equity Distribution Agreemel

On June 11, 2012, we entered into an equity digich agreement with JMP Securities LLC (“JMR{$ the placement age
pursuant to which we may sell up to $25,000,000thvof shares of our common stock from time to tim®ugh JMP. We have no obligat
to sell any of the shares under the equity distiGiouagreement and may at any time suspend soiiita and offers under the eqt
distribution agreement. During the three monthsednilarch 31, 2014, there were no shares issued dtinele=quity distribution agreeme
During the three months ended March 31, 2013, sued 315,514 shares under the equity distributipaeanent resulting in total net proce
to the Company of $2.3 million, after deducting i@cement fees. Also, as of March 31, 2013, wel&H500 share subscriptions that se
on April 1, 2013, resulting in total net proceedshe Company of $1.2 million after deducting titecpment fees.

15. Earnings Per Share

The Company calculates basic net income per shyadévtlling net income for the period by weightaderage shares of common si
outstanding for that period. Diluted net income phare takes into account the effect of dilutivstrimments, such as convertible prefe
stock, stock options and unvested restricted diopaance stock, but uses the average share pnidbdgeriod in determining the numbe
incremental shares that are to be added to thehtezgigverage number of shares outstanding. There wed#utove instruments for the thr
months ended March 31, 2014 and 2013.

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

For the Three Months Ended

March 31,
2014 2013
Numerator :
Net income attributable to common stockholc— Basic $ 21,25¢ $ 15,38:
Net income attributable to common stockholc— Dilutive $ 21,25¢ $ 15,38:
Denominator:
Weighted average basic shares outstanding 74,50¢ 49,61
Weighted average dilutive shares outstanding 74,50¢ 49,61:
EPS:
Basic EPS $ 0.2¢ % 0.31
Dilutive EPS $ 0.2¢ $ 0.31
16. Stock Incentive Plan

Pursuant to the 2010 Plan Stock Incentive Planpmsoaed by the Comparny’stockholders, eligible employees, officers
directors of the Company have the opportunity tgure the Company's common stock through the awhrdstricted stock and other eqt
awards under the 2010 Plan. The maximum numberares that may be issued under the 2010 Plan98,000.
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Of the common stock authorized at March 31, 203dl Recember 31, 2013, 890,512 shares and 995,@26sshespectively, we
reserved for issuance under the Compsr3010 Stock Incentive Plan. At March 31, 2014 Bedember 31, 2013, there were 162,171
94,873 shares of unvested restricted stock outstgnohder the 2010 Plan. The Companglirectors have been issued 83,311 shares ure
2010 Plan as of March 31, 2014 and December 313.2ZlHe Company officers have been issued 216,177 and 111,66@shader the 20:
Plan as of March 31, 2014 and December 31, 20%Bentively.

During the three months ended March 31, 2014 al®,2the Company recognized noash compensation expense of $82,00(
$35,000, respectively. Dividends are paid on d@trieted stock issued, whether those shares hatedser not. In general, narested restricte
stock is forfeited upon the recipient's terminata@fremployment. There were no forfeitures during tihree months ended March 31, 2014
2013.

A summary of the activity of the Company's nagsted restricted stock under the 2010 Plan fothhee months ended March
2014 and 2013, respectively, are presented below:

2014 2013

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 94,87 $ 7.01 31,58( $ 6.5¢
Granted 104,51° 7.3¢ 75,38¢ 7.18
Vested (37,219 6.97 (12,097 6.6¢
Non-vested shares as of March 31 162,17. $ 7.2¢€ 94,87 $ 7.01
Weighted-average fair value of restricted stoclggd during the period 10451 § 7.3¢ 75,38t $ il

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

At March 31, 2014 and 2013, the Company had unm&zed compensation expense of $1.1 million and $tilon, respectively
related to the nomested shares of restricted common stock unde2Q@ié Plan. The unrecognized compensation experidarah 31, 2014
expected to be recognized over a weighted averagedoof 2.5 years. The total fair value of redettshares vested during the three mc
ended March 31, 2014 and 2013 was approximate® ®dlion and $0.1 million, respectively. The resjte service period for restricted shs
at issuance is three years.

17. Income Taxes

At March 31, 2014, a wholly owned TRS of the Comphad approximately $59 million of net operatingdaarryforwards whic
the Company does not expect to be able to utitizeffset future taxable income, other than taxétdeme arising from certain “built in gains”
on its CLOs. The carryforwards will expire betwezdR4 through 2028. The Internal Revenue Code plaedsin limitations on the anni
amount of net operating loss carryforwards thatlmamtilized if certain changes in the Compangwnership occur. The Company determ
during 2012 that it had undergone ownership chamagtién the meaning of Internal Revenue Code Seacsi®2 that the Company believes:
substantially eliminate utilization of these neemting loss carryforwards to offset future taxablgome. In general, if a company incurs
ownership change under Section 382, the compabilitydo utilize a net operating loss, or NOL c#arward to offset its taxable incor
becomes limited to a certain amount per year. 1h32@he Company, through its wholly owned TRSsuimed net operating losses in
aggregate amount of approximately $2.5 million. Qwnpanys carryforward net operating losses will expire2033 if they are not offset
future taxable income. Additionally, during 2018etCompany, through one of its wholly owned TRSsp ancurred approximately $:
million in capital losses. The Compasytarryforward capital losses will expire by 2018hiey are not offset by future capital gains.
Company has recorded a valuation allowance agaértin deferred tax assets at March 31, 2014 amgesnent does not believe that
more likely than not that these deferred tax assétde realized.

The Company files income tax returns with the WeSleral government and various state and locadigiions. The Company is

longer subject to tax examinations by tax authesitior years prior to 2010. The Company has as$esse¢ax positions for all open ye:
which includes 2010 to 2013 and concluded thaktlaee no material uncertainties to be recognized.
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During the three months ended March 31, 2014 arkB2the Companyg TRSs recorded approximately $3.0 million and
million, respectively, of income tax expense. Tmmpanys estimated taxable income differs from the fedstautory rate as a result of s
and local taxes, non-taxable REIT income and aateln allowance and other differences.

The gross deferred tax asset at March 31, 2014Dmwémber 31, 2013 is $30.7 million and $30.3 millicespectively. The
major sources of temporary differences includethendeferred tax assets and their deferred taxtedfeof March 31, 2014 and December 31,
2013 are as follows (dollar amounts in thousands):

March 31, December 31,
2014 2013

Deferred tax assets

Net operating loss carryforward $ 28,64: $ 28,25(

Net capital loss carryforward 1,75¢ 1,594

GAAP/Tax basis differences 318 48¢

Total deferred tax assdfs 30,71( 30,33
Valuation allowance (30,56)) (30,279)
Total net deferred tax asset 14¢ 55
Deferred tax liabilities

Deferred tax liabilities 1832 55

Total deferred tax liabilitie®) 187 55
Total net deferred tax liability $ 34 $ —

(@ Included in receivables and other assets in therapanying condensed consolidated balance sheets.
@) Included in accrued expenses and other liabilitiehe accompanying condensed consolidated bakimeets.

18. Related Party Transactions
Management Agreements

On April 5, 2011, the Company entered into a mamayg agreement with RiverBanc, pursuant to whicheFBanc provide
investment management services to the Company. @rchvil3, 2013, the Company entered into an ameadddrestated managem
agreement with RiverBanc (as amended, the “RivetBdanagement Agreement"Jhe RiverBanc Management Agreement replaces tloe
management agreement between RiverBanc and the &@gmgated as of April 5, 2011. The amended andtexs agreement has an effec
date of January 1, 2013 and has a term that wilirexon December 31, 2014, subject to automaticanone-year renewals thereof.

As of March 31, 2014 and December 31, 2013, the fizmy owned a 20% membership interest in RiverBRocthe three montl
ended March 31, 2014 and 2013, the Company recedrépproximately $142,000 and $19,000 in incomatedl to its investment
RiverBanc, respectively.

For the three months ended March 31, 2014 and 2823Company expensed $1.1 million and $0.7 milliofiees to RiverBan
respectively. As of March 31, 2014 and Decemler2®13, the Company had fees payable to River®&i$0.7 million and $1.0 milliol
respectively, included in accrued expenses and G#islities.

19. Subsequent Events
On April 7, 2014, we closed on the issuance of 3@,800 shares of common stock to the underwriterduding the 1,950,0(

shares issuable pursuant to the option grantedetaderwriters), resulting in net proceeds toGoenpany of approximately $109.9 millic
after deducting estimated offering expenses.
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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@,0in future filings with the Securities and ExcganCommission, or SEC, or in pr
releases or other written or oral communicatiossesl or made by us, statements which are not luiatén nature, including those contain
words such as “believe,” “expect,” “anticipate,”stamate,” “plan,” “continue,” “intend,” “should,” Would,” “could,” “goal,” “objective,”
“will,” “may” or similar expressions, are intendéad identify “forward-looking statementsvithin the meaning of Section 27A of the Secur
Act of 1933, as amended, or Securities Act, andi@e@1E of the Securities Exchange Act of 1934aasended, or Exchange Act, and
such, may involve known and unknown risks, uncaetias and assumptions.

" ou LIS " ou

Forwardiooking statements are based on our beliefs, assumspand expectations of our future performanaking into account ¢
information currently available to us. These balieilssumptions and expectations are subject te asll uncertainties and can change
result of many possible events or factors, nobhllvhich are known to us. If a change occurs, aisiess, financial condition, liquidity a
results of operations may vary materially from thexpressed in our forwatdeking statements. The following factors are exl®pf thos
that could cause actual results to vary from oww&dlooking statements: changes in interest rates hedrarket value of our securiti
changes in credit spreads, the impact of the doadegof the londerm credit ratings of the U.S., Fannie Mae, Freddac, and Ginnie Ma
market volatility; changes in the prepayment rateshe mortgage loans underlying our investmenur$ges; increased rates of default an
decreased recovery rates on our assets; our abilltgrrow to finance our assets; changes in gonem laws, regulations or policies affec
our business, including actions taken by the UesleFal Reserve and the U.S. Treasury; our abdityaintain our qualification as a REIT
federal tax purposes; our ability to maintain oxeraption from registration under the Investment @any Act of 1940, as amended; and 1
associated with investing in real estate assetduding changes in business conditions and the rgemeonomy. These and other ri
uncertainties and factors, including the risk fegtescribed in this report and in Part I, ltem-1/Risk Factors’of our Annual Report on Fot
10K for the year ended December 31, 2013 and as egdat our subsequent filings with the SEC underBkehange Act, could cause
actual results to differ materially from those cied in any forward-looking statements we makéfakivard{ooking statements speak only
of the date on which they are made. New risks anmkiiainties arise over time and it is not possibleredict those events or how they |
affect us. Except as required by law, we are négated to, and do not intend to, update or reaisg forwardlooking statements, whether ¢
result of new information, future events or othesvi

Defined Terms

In this Quarterly Report on Form 1Q-we refer to New York Mortgage Trust, Inc., togetivith its consolidated subsidiaries,
“we,” “us,” “Company,” or “our,” unless we specifially state otherwise or the context indicates otfise. We refer to our whollgwnet
taxable REIT subsidiaries as “TRSs” and our whallyned qualified REIT subsidiaries as “QRSk"addition, the following defines certain
the commonly used terms in this report: “RMBS” refdéo residential mortgage-backed securities coseati of adjustableate, hybric
adjustable-rate, fixed-rate, interest only and irseeinterest only, and principal only securitieAgency RMBS'tefers to RMBS representi
interests in or obligations backed by pools of mage loans issued or guaranteed by a federally telmad corporation (“*GSE”),such as th
Federal National Mortgage AssociatiofFannie Mae”) or the Federal Home Loan Mortgage Qoration (“Freddie Mac”), or an agency ¢
the U.S. government, such as the Government Natioatigage Association (“Ginnie Mae”); “Agency ARNsrefers to Agency RME
comprised of adjustable-rate and hybrid adjustatate RMBS; “non-Agency RMBS¢fers to RMBS backed by prime jumbo and Altera
A-paper (“Alt-A") mortgage loans; “lOs” refers colletively to interest only and inverse interest omigrtgagebacked securities that repres
the right to the interest component of the castv fimm a pool of mortgage loans; “Agency 10&fers to I0s that represent the right to
interest components of the cash flow from a poohaftgage loans issued or guaranteed by a GSE @gamcy of the U.S. government; “POs’
refers to mortgagdacked securities that represent the right to thiagipal component of the cash flow from a poolnobrtgage loan:
“ARMS” refers to adjustable-rate residential moriga loans; “prime ARM loans”and “residential secured loans®®ach refer to prime crec
quality residential ARM loans (“prime ARM loans”ehl in securitization trusts; “distressed residextioans” refers to pools of performi
and re-performing, fixed-rate and adjustable-réftdly amortizing, interestnly and balloon, seasoned mortgage loans secuyditdt liens ol
one- to four-family properties “CMBS” refers to commercial mortgage-backed sedesitcomprised of commercial mortgage passugl
securities, as well as 10 or PO securities thatresgent the right to a specific component of thehdéswy from a pool of commercial mortge
loans; and “CLO" refers to collateralized loan olglations.
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General

We are a REIT, for federal income tax purposethénbusiness of acquiring, investing in, financamgl managing primarily mortgage-
related assets and financial assets. Our objeigtitemanage a portfolio of investments that wédlider stable distributions to our stockholc
over diverse economic conditions. We intend to ehithis objective through a combination of ne¢liest margin and net realized capital g
from our investment portfolio. Our portfolio inclad certain credit sensitive assets and investnsenised from distressed markets in re
years that create the potential for capital gaassyell as more traditional types of mortg-related investments that generate interest income.

We have endeavored to build in recent years a sifiedt investment portfolio that includes elemeuittsnterest rate and credit risk,
we believe a portfolio diversified among intereater and credit risks are best suited to delivestalple cash flows over various econc
cycles. Under our investment strategy, our targeteskets currently include mufamily CMBS, mezzanine loans to and preferred e
investments in owners of mul&mily properties, residential mortgage loans, udahg loans sourced from distressed markets, anehéy
RMBS. Subject to maintaining our qualification aRBIT, we also may opportunistically acquire anchage various other types of mortgage
related and financial assets that we believe withpensate us appropriately for the risks associatddthem, including, without limitatio
non-Agency RMBS (which may include 10s and POs), cellalized mortgage obligations and securities isfiyedewly originated resident
securitizations, including credit sensitive sedesifrom these securitizations.

We strive to maintain and achieve a balanced awmdrsk funding mix to finance our assets and opmrstiTo this end, we re
primarily on a combination of shotérm borrowings, such as repurchase agreementdaevitis typically of 30 days, and longer term sinoet
financings, such as securitization and re-secatitn transactions, with terms longer than one.year

We internally manage a certain portion of our gitf including Agency ARMs, fixed-rate Agency RMB8onAgency RMBS
CLOs and certain residential mortgage loans helseturitization trusts. In addition, as part of owestment strategy, we also contract '
certain external investment managers to manageifispasset types targeted by us. We are a partgejparate investment manager
agreements with Headlands Asset Management LLCadkads”), The Midway Group, LP (“Midway”) and RiBanc, LLC (“RiverBanc},
with Headlands providing investment management serwigts respect to our investments in certain disedssesidential mortgage loa
Midway providing investment management serviceshwéspect to our investments in Agency IOs, andefanc providing investme
management services with respect to our investmemisilti-family CMBS and certain commercial reata&te-related debt investments.

Key First Quarter 2014 Developments
Public Offering of Common Stock

On January 10, 2014, we closed on the issuancé&,60Q,000 shares of common stock in an underwrfitgslic offering (includini
1,500,000 shares issuable pursuant to an optiamtegtao the underwriters), resulting in net proseetl approximately $75.8 million afi
deducting offering expenses.
Sales and Refinancing of Distressed Residential Mortgage Loans

During the first quarter of 2014, the Company sad refinanced distressed residential mortgageslostin a carrying value, includii
advances, of approximately $32.7 million for aggtegproceeds of approximately $40.9 million, whiebulted in a net realized gain, be
income taxes, to the Company of approximately $&lkon.

First Quarter 2014 Common Stock and Preferred Stock Dividends

On March 13, 2014, our Board of Directors declamegtgular quarterly cash dividend of $0.27 per comrshare for the quar
ended March 31, 2014. The dividend was paid onl&ari 2014 to our common stockholders of recordfddarch 24, 2014.

Also, in accordance with the terms of our SerieBrBferred Stock, a March 13, 2014, our Board of Directors declaredkeaes |

Preferred Stock quarterly cash dividend of $0.4848&r share of Series B Preferred Stock. The diddeas paid on April 15, 2014 to «
preferred stockholders of record as of April 1,201
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Subsequent Events

On April 7, 2014, we closed on the issuance of 38,800 shares of common stock to the underwriterduding the 1,950,0(
shares issuable pursuant to the option grantedetanderwriters), resulting in net proceeds toGoenpany of approximately $109.9 millic
after deducting estimated offering expenses.

Current Market Conditions and Commentar y

General. The U.S. economy grew less than initially expeatedng the first quarter of 2014 due, in part, ttverse weather in parts
the United States. U.S. real gross domestic prod@&®P") expanded by 0.1% during the first quarter of 2@klcompared to growth of 4.:
and 2.6% in the third and fourth quarters of 20&3pectively. According to the U.S. Department abér, the U.S. unemployment rate at
end of March 2014 held steady at 6.7%, unchanged the unemployment rate as of the end of Decer2®&8, while total nonfarm payr
employment posted an estimated average monthlgaser of approximately 178,000 jobs during the fitsarter of 2014 as compared tc
average monthly increase of 194,000 jobs duringyte ended December 31, 2013. The lower averagghtgcemployment growth numbe
for the first quarter of 2014 was significantly iegted by the jobs number in January 2014, whicbrdesd just 144,000 new jobs. Howe'
other signs have suggested that labor conditiomsnaproving modestly, including a recent jobs repbat indicated that the economy ad
288,000 new jobs in April and an unemployment Hté.3% at the end of April 2014. In light of thimwer than expected economic gro
during the first quarter of 2014, U.S. Federal Reseor Federal Reserve, policymakers slightly oeduthe high end of their range for C
growth projections for 2014 and 2015, with the calntendency projections for GDP growth rangingrird.8% to 3.0% for 2014 and 3.0%
3.2% for 2015.

As previously publicized, in December 2013, givaditations that the U.S. economy had improved cefitly, the Federal Rese!
announced that it would reduce the pace of itshases under QE3 of (i) longtsrm U.S. Treasury securities to $40 billion pemthoand (ii
Agency RMBS to $35 billion per month, and that @wd likely reduce the pace of asset purchasesrthér measured steps to be announc
future meetings. In late January 2014, the Fedeeakrve announced that it would reduce its assehases by an additional $10 billion
month beginning in February 2014. The Federal Reesleas maintained that pace of reductions in &stgsurchase program throughout the
quarter of 2014. In April 2014, the Federal Resdndicated that, beginning in May 2014, it wouldluee the pace of its purchases o
longer-term U.S. Treasury securities to $25 billgmr month and (ii) Agency RMBS to $20 billion gaonth. These reductions have been ir
line with the market's expectations for asset pasehreductions under QES3.

While the Federal Reserve maintained its assethpsec reductions as expected, the Federal Resenorirazed in March 2014
update to its forward guidance for the target raofgghe federal funds rate. The Federal Reservataiaied its intent to keep the target rang:
the federal funds rate between 0% and 0.25%, llitated that in determining how long to maintaie tturrent target range, the Fed
Reserve will assess progress, both realized aneceeg, towards its objectives of maximum employrmaerd 2% inflation. Recognizing tt
unemployment was likely to drop below 6.5% in tleanterm, the Federal Reserve elected to elimitgequantitative unemployment r
threshold that had previously been part of its fmidvwguidance relating to the federal fund rate.

With most of the reports out of the Federal Reséiugng the first quarter of 2014 relatively indinvith the markeg expectations fi
Federal Reserve actions, the rate on theyeam-U.S. Treasury note has traded in a range &&@% to 3.01% during the first quarter of 2(
finishing the quarter at 2.72%.

Single-Family Homes and Residential Mortgage Markée residential real estate market has startethdw signs of slowing |
recent months. Data released by S&P Indices foB&®/CasesShiller Home Price Indices for January 2014 showed, while on averag
home prices increased by 13.2% for theQfy Composite in January 2014 as compared to Jar@ 3, January 2014 represented the
consecutive monthly decline in prices for the@0¢ Composite. In addition, according to data pded by the U.S. Department of Comme
privately-owned housing starts for single family homes avetlay seasonally adjusted annual rate of 605,30Agltire first quarter of 2014,
compared to an annual rate of 617,600 in the yadea& December 31, 2013. We expect the sifaylaly residential real estate marke
continue to improve modestly in the near term, lieiteve that higher interest rates and tepid jaation will contribute to slowing housi
gains for single family homes over the next 12 rhent

Multi-family Housing. Apartments and other residential rental properte®ain one of the better performing segments o
commercial real estate market. According to dateiged by the U.S. Department of Commerce, startsaltifamily homes containing fix
units or more averaged a seasonally adjusted anagabf 305,300 during the first quarter of 204¢ compared to an annual rate of 293,71
the year ended December 31, 2013. Strength in th&-family housing sector has contributed to vdilora improvements for multiamily
properties and, in turn, many of the multi-familiMBS that we own.
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Developments at Fannie Mae and Freddie MRayments on the Agency ARMs and fixede Agency RMBS in which we invt
are guaranteed by Fannie Mae and Freddie Mac.ditiad, although not guaranteed by Freddie Macpatur multifamily CMBS has bee
issued by securitization vehicles sponsored by dteetMac. As broadly publicized, Fannie Mae and Bredac are presently under fed:
conservatorship as the U.S. Government continuesdtuate the future of these entities and what tled U.S. Government should continu
play in the housing markets in the future. Sincedpglaced under federal conservatorship, there limen a number of proposals introdu
both from industry groups and by the U.S. Congresdating to changing the role of the U.S. governtrie the mortgage market and reforn
or eliminating Fannie Mae and Freddie Mac. Onehef piroposed bills that has received serious coradida is the Housing Finance Reft
and Taxpayer Protection Act of 2013, also knowthasCorkerWarner Bill, which was introduced in the U.S. Sendthis legislation, amol
other things, would eliminate Freddie Mac and Fariviae and replace them with a new agency which dvprdvide a financial guarantee 1
would only be tapped after private institutions amgestors stepped in. It remains unclear how diniany other proposal will become law
should a proposal become law, if or how the enaletedwill differ from the current draft of this lillt is unclear how the proposal or any o
similar proposal would impact housing finance, art impact, if any, they will have on mortgage RE&l

Credit SpreadsCredit spreads in the residential and commerciaketa havegenerally continued to tighten further during tlrst
quarter of 2014, continuing a trend exhibited dgrinsignificant part of 2012 and 2013. Typicallyemhcredit spreads widen, credénsitive
assets such as CLOs, mdtimily CMBS, distressed residential loans, as wasllAgency I0s, are negatively impacted, while ggirg cred
spreads typically have a positive impact on theealf such assets.

Asset gathering in the first quarter of 2014 hasnbeore difficult as an increased supply of invielgtacapital focused more on cre
sensitive assets which has put upward pressureic@ngon certain of our targeted assets. While fias had a positive impact on the value
of many of the assets in our current portfolidhas caused the sourcing of new investments atawearisk-adjusted return levels to beca
more challenging in recent months.

Financing markets and liquidityThe 30-day London Interbank Offered Rate (“LIBORVas 0.15% at March 31, 2014, markir
decrease of approximately 2 basis points from Déegr81, 2013. Longer term interest rates were lageof March 31, 2014 as compare
the 2013 year end, with the rate on the 10-year Tr&sury note decreasing by approximately 31shasints to 2.72%.

Significant Estimates and Critical Accounting Polices

A summary of our critical accounting policies igluded in Item 8 of our Annual Report on FormHK@er the year ended Decem
31, 2013 and “Note 2 — Summary of Significant Aaating Policies” to the condensed consolidated for@rstatements included therein.

Revenue Recognitiarinterest income on our investment securities abkdl#or sale and on our mortgage loans is accrased o
the outstanding principal balance and their cottiiderms. Premiums and discounts associatedimittsstment securities and mortgage ¢
at the time of purchase or origination are amodtizeto interest income over the life of such sdwsi using the effective yie
method. Adjustments to premium amortization are erfad actual prepayment activity.

Interest income on our credit sensitive securitiegh as our noAgency RMBS and certain of our CMBS that were pasgt at
discount to par value, is recognized based on ¢oergy’s effective interest rate. The effective interegeron these securities is basel
management’s estimate from each security of thgegied cash flows, which are estimated based orCtimapanys assumptions related
fluctuations in interest rates, prepayment speedstlae timing and amount of credit losses. On astla quarterly basis, the Company rev
and, if appropriate, makes adjustments to its ¢iashprojections based on input and analysis remgifrom external sources, internal moc
and its judgment about interest rates, prepaynaesythe timing and amount of credit losses, @hdrdactors. Changes in cash flows f
those originally projected, or from those estimaétdthe last evaluation, may result in a prospectihange in the yield/interest incc
recognized on these securities.

Based on the projected cash flows from the Comafingt loss principal only CMBS purchased at adist to par value, a portion
the purchase discount is designated as non-aclggtatrhase discount or credit reserve, which gigyrtmitigates the Company'risk of loss o
the mortgages collateralizing such CMBS, and isexpiected to be accreted into interest income.afheunt designated as a credit reserve
be adjusted over time, based on the actual perfizenaf the security, its underlying collateral,uattand projected cash flow from si
collateral, economic conditions and other facttrshe performance of a security with a credit reseis more favorable than forecaste
portion of the amount designated as credit reserag be accreted into interest income over time VE€wmely, if the performance of a secu
with a credit reserve is less favorable than fastadh the amount designated as credit reserve magcbeased, or impairment charges
write-downs of such securities to a new cost besidd result.

With respect to interest rate swaps that have eenlidesignated as hedges, any net payments undleGtoations in the fair value «
such swaps will be recognized in current earnings.
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Fair value. The Company has established and documented prec&mssdetermining fair values. Fair value is basgdn quote
market prices, where available. If listed priceésqaotes are not available, then fair value is Baggon internally developed models -
primarily use inputs that are market-based or iedéepntlysourced market parameters, including interestyigie curves. Such inputs to 1
valuation methodology are unobservable and sigmifido the fair value measurement. The Companys RIDs, multfamily loans held i
securitization trusts and multi-family CDOs are sidlered to be the most significant of its fair vastimates.

The Company’s valuation methodologies are describhéNote 13 — Fair Value of Financial Instrumenistiuded in Part I, Item 1
this Quarterly Report on Form 10-Q.

Residential Mortgage Loans Held in SecuritizatiowsEs — Impaired Loans (nethmpaired residential mortgage loans held in
securitization trusts are recorded at amortizedlless specific loan loss reserves. Impaired lagnevis based on managemsrdstimate of tt
net realizable value taking into consideration laoarket conditions of the distressed property,ated appraisal values of the property
estimated expenses required to remediate the ietpkian.

Variable Interest Entities- A variable interest entity (“VIE")s an entity that lacks one or more of the charattes of a votin
interest entity. A VIE is defined as an entitywhich equity investors do not have the characiesisif a controlling financial interest or do
have sufficient equity at risk for the entity todince its activities without additional subordimafeancial support from other parties. -
Company consolidates a VIE when it is the primagdficiary of such VIE. As primary beneficiaryhis both the power to direct the activi
that most significantly impact the economic perfanoe of the VIE and a right to receive benefitalosorb losses of the entity that coul
potentially significant to the VIE. The Companyréxjuired to reconsider its evaluation of whethecdasolidate a VIE each reporting per
based upon changes in the facts and circumstaectsning to the VIE.

Loan Consolidation Reporting Requirement for Certi&lulti-Family K-Series SecuritizationsAs of March 31, 2014 and Decem
31, 2013, we owned 100% of the first loss, tranoheecurities of the “Consolidated K-Series”. ThenSolidated KSeries, collectivel
represents six separate Freddie Mac sponsored-ianiiily loan K-Series securitizations, of which we, or one of gpecial purpose entities,
SPEs, own the first loss PO securities and cel@isecurities. We determined that the Consolid#&teBeries were VIEs and that we are
primary beneficiary of the Consolidated K-Series.aresult, we are required to consolidate the @lmlaed K-Series’ underlying mulfamily
loans including their liabilities, income and expes in our consolidated financial statements. We letected the fair value option on the as
and liabilities held within the Consolidated K-Sesi which requires that changes in valuationseragsets and liabilities of the Consolidated k
Series will be reflected in our consolidated staetiof operations.

Fair Value Option- The fair value option provides an election thab\af companies to irrevocably elect fair value foahcial asse
and liabilities on an instrument-bgstrument basis at initial recognition. Changeain value for assets and liabilities for whicle telection i
made will be recognized in earnings as they ocdime Company elected the fair value option fordigency 10 strategy and the Consolide
K-Series (as defined in Note 2 to our unauditeddemsed consolidated financial statements includékliis report).

Acquired Distressed Residential Mortgage Loamcquired distressed residential mortgage loans e evidence of deteriora
credit quality at acquisition are accounted for emdSC Subtopic 3130, "Loans and Debt Securities Acquired with Detexied Cred
Quality" ("ASC 310-30"). Under ASC 3180, the acquired loans may be aggregated and aecbfor as a pool of loans if the loans bt
aggregated have common risk characteristics. A @oatcounted for as a single asset with a singheposite interest rate and an aggre
expectation of cash flows. Once a pool is assemlitiésl treated as if it was one loan for purposéspplying the accounting guidance.
Company applied pool accounting on distressed eail mortgage loans acquired starting Januar3013; distressed residential mortg
loans acquired prior to 2013 are accounted fowviddally (i.e., not in pools).

Under ASC 31®0, the excess of cash flows expected to be celleover the carrying amount of the loans, refeteds th
“accretable yield,"is accreted into interest income over the life lné toans in each pool or individually using a leyald methodology
Accordingly, our acquired distressed residentiattgage loans accounted for under ASC 3D0are not subject to classification as nonac
classification in the same manner as our residemiatgage loans that were not distressed wheni@by us. Rather, interest income
acquired distressed residential mortgage loanseseta the accretable yield recognized at the f@v@l or on an individual loan basis, and
to contractual interest payments received at the level. The difference between contractually ireglprincipal and interest payments anc
cash flows expected to be collected, referred tthas'non-accretable differencdyicludes estimates of both the impact of prepayment
expected credit losses over the life of the indialdoan, or the pool (for loans grouped into alpoo
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The Company monitors actual cash collections agamexpectations, and revised cash flow expemiatare prepared as necessal
decrease in expected cash flows in subsequentisamay indicate that the loan pool or individuarpas applicable, is impaired thus requi
the establishment of an allowance for loan losgea bharge to the provision for loan losses. Amdase in expected cash flows in subsec
periods initially reduces any previously establélalowance for loan losses by the increase inptiesent value of cash flows expected t
collected, and results in a recalculation of theam of accretable yield for the loan pool. Theuatthent of accretable yield due to an incr
in expected cash flows is accounted for prospelgtiae a change in estimate. The additional casksflexpected to be collected are reclass
from the nonaccretable difference to the accretable yield,tarcamount of periodic accretion is adjusted adogigd over the remaining life
the loans in the pool or individual loan, as atie.

Recent Accounting Pronouncements

A discussion of recent accounting pronouncements the possible effects on our financial stateméntscluded in “Note 2—
Summary of Significant Accounting Policies” inckdlin Part I, Item 1 of this Quarterly Report oniRd.0-Q.

Capital Allocation

The following tables set forth our allocated caphig investment type at March 31, 2014 and Decen#dgr2013, respective
(dollar amounts in thousands):

At March 31, 2014:

Distressed Residentia

Agency Agency Multi- Residentia  Securitizec
RMBS (1) I0s Family () Loans Loans ) Other (4) Total
Carrying value $ 729,377 $ 144,97 $ 380,60t $ 23526! $ 159,51. $ 41,227 $1,690,95
Liabilities:
Callable®) (665,139 (94,23¢) — — — (8,450 (767,82)
Non-callable — — (135,19) (163,009 (154,450 (45,000 (497,659
Hedges (Net}®) 3,331 5,24] — — — — 8,57¢
Cash 11,00( 38,71: — — — 65,50¢ 115,21¢
Other 1,82( 2,01f 1,29¢ 28,53 1,37( (18,469 16,56¢
Net capital allocate $ 8039 $ 96,700 $ 246,71( $ 100,78¢ $ 6,42¢ $ 34,81f $ 565,84

(1) Includes both Agency ARMs and Agency fixed ratdBS.
@ The Company determined it is the primary beneficiairthe Consolidated K-Series and has consoliddtedConsolidated kKseries int
the Company'’s financial statements. A reconciliatio our financial statements as of March 31, 2f@lldws:

Multi-family loans held in securitization trusts, at fealue $ 8,221,64.
Multi-family CDOs, at fair valui (7,975,42)
Multi-family real estate owne 3,54¢
Net carrying value 249,76t
Investment securities available for sale, at falue held in securitization trus 96,12/
Total CMBS, at fair valu 345,89(
First mortgage loan, mezzanine loan and prefergedyeinvestment: 34,71¢
Securitized dek (135,19)
Other 1,29t
Net Capital in Mult-Family $ 246,71

® Represents our residential mortgage loans helddargization trusts.

(4)  Other includes CLOs having a carrying value 4.8 million, nonAgency RMBS and loans held for investment. Othélabte liabilities
include an $8.5 million repurchase agreement on @u® securities and other namadlable liabilities consist of $45.0 million
subordinated debentures.

®)  Includes repurchase agreements.

6) Includes derivative assets, derivative liabilitipayable for securities purchased and restrictsl pasted as margi
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At December 31, 2013:

Distressed Residentia

Agency Agency Multi- Residentia Securitizec
RMBS () I0s Family ) Loans Loans (3 Other @) Total
Carrying value $ 74526 $ 131,60¢ $ 360,43( $ 26539 $ 163,23 $ 39,82 $1,705,75!
Liabilities:
Callable®) (687,92) (94,699 — — — (8,500 (791,12)
Non-callable — —  (135,09)  (169,87)  (158,41() (45,000 (508,379
Hedges (Net{®) 3,47¢ 11,25¢ — — — — 14,73(
Cash — 30,44: — — — 31,79¢ 62,23¢
Other 1,91¢ 1,861 1,21¢ 7,97¢ 1,74% (17,279 (2,560
Net capital allocate $ 62,728 $ 80,46¢ $ 226,555! $ 103,49: $ 6,57 $ 84¢ $ 480,66t

@ Includes both Agency ARMs and Agency fixed raidBS.

@ The Company determined it is the primary beneficiafrthe Consolidated K-Series and has consoliddtedConsolidated kseries int:

the Company’s financial statements. A reconciliatio our financial statements as of December 31320llows:

Multi-family loans held in securitization trusts, at fealue $ 8,111,02.
Multi-family CDOs, at fair valui (7,871,020
Net carrying value 240,00:
Investment securities available for sale, at faiue held in securitization trus 92,57¢
Total CMBS, at fair valu 332,58
First mortgage loan, mezzanine loan and prefemgedyeinvestment: 27,85(
Securitized dek (135,097
Other 1,21¢
Net Capital in Mult-Family $ 226,55!

® Represents our residential mortgage loans helddargization trusts.

4) Other includes CLOs having a carrying value 88.8 million, nonAgency RMBS and loans held for investment. Othdtabke
liabilities include an $8.5 million repurchase agrent on our CLO securities and other rafiable liabilities consist of $45.0 million

subordinated debentures.

®)  Includes repurchase agreements.
(©) Includes derivative assets, derivative liabilitipayables for securities purchased and restricied posted as marg
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Results of Operations

Comparison of the Three Months Ended March 31, 201tb the Three Months Ended March 31, 2013

For the three months ended March 31, 2014, we tegporet income attributable to common stockholdé®21.3 million as compar
to net income attributable to common stockholddr$15.4 million for the same period in 2013. Theimeomponents of the change in
income for the three months ended March 31, 2@Bicompared to the same period in 2@k8 detailed in the following table (dollar ama
in thousands, except per share data):

For the Three Months Ended

March 31,
2014 2013 $ Change
Net interest incom $ 19,82¢ $ 12,98 $ 6,841
Total other income $ 13,47 $ 6,46€ $ 7,00¢
Total general, administrative and other expen $ 7,55¢ $ 3,93¢ $ 3,628
Income from operations before income taxes $ 25,74. $ 15,51« % 10,227
Income tax expense $ 3,03C $ 131 $ 2,89¢
Net income $ 22,71. % 15,38: $ 7,32¢
Preferred stock dividends $ (1,459 $ — 3 (1,459
Net income attributable to common stockholc $ 21,25¢ $ 15,38! $ 5,87¢
Basic income per common share $ 0.2¢ $ 0.31 $ (0.02)
Diluted income per common share $ 0.2¢ % 031 % (0.02)

In general, the significant increases in a numiie¢he line items set forth above is largely a fumetof the growth in the Compary’
stockholdersequity from $328.4 million as of March 31, 2013%865.8 million as of March 31, 2014 and the coroesiing growth in the si:
of the Company'’s portfolio of interest earning assecombined with a high demand for many credilsg&/e assets, such as our mdgimily
CMBS, which has favorably impacted the valuationtltdse assets, and greater sale and refinancingtyadh our distressed resident
portfolio, which resulted in a realized gain of &8nillion. The increase in tax expense was prirgadile to the increase in realized g
resulting from loan sales in our distressed loarifplio, as loan sale activity is transacted inaaable REIT subsidiary for REIT compliat
purposes and accordingly is subject to federate stad local taxes.

Net I nterest Income

The significant increase in net interest incometfa three months ended March 31, 2014 is dirextlybutable to the growth in ¢
average interest earning assets, which increasé&1®.1 million at March 31, 2014 as compared ®ofttst quarter of 2013. During the p
year, the Company increasingly allocated capitairémlit sensitive, higher yielding investments afidcated less capital to its Agency RV
portfolio, which is lower-yielding. As of March 32014, 61% of the Company’s capital was allocatethvestments in muliamily CMBS
other multifamily investments and distressed residential lpapsfrom 48% at March 31, 2013. This selectiveadtion of capital favorab
impacted net interest margin in recent quarterduding the first quarter of 2014. In addition, tfiest quarter of 2014 was also favora
impacted by a slowdown in prepayment rates in ogerley RMBS and Agency |0 portfolios as compareduo prepayment experience
2013 (See “Quarterly Comparative Net Interest Sprsaction below).

The combination of investment allocation to cresibsitive assets and decreased prepayment ratétedes a 91 basis point incre:
in net interest spread when comparing the firsttguaf 2014 to the first quarter of 2013.
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Other Income

Total other income increased by $7.0 million fog three months ended March 31, 2014 as comparbe ame period in 2013. 1
changes in total other income for the three moatited March 31, 2014 as compared to the same garkitl3 were primarily driven by:

e an increase in realized gains on distressed resdi@nortgage loans of $8.1 million for the threemths ended March 31, 2014
compared to the same period in 2013. The realiagusgare derived from loan refinancings, workoutd eesales, with the major
of the realized income on these assets in thediratter of 2014 from loan resales.

e a decrease in net unrealized gains on nfiaittily loans and debt held in securitization trusts$2.1 million for the three mont
ended March 31, 2014 as compared to the same perid@l3, primarily due to a less favorable creggitead environmerior out
multi-family CMBS investments during the first gterrof 2014 as compared to the first quarter of2@hd

e an increase in realized gain on investment seearénd related hedges of $5.2 million partiallyseffby an increase in unreali
loss on investment securities and related hedg®4.8fmillion for the three months ended March&114, respectively, as compa

to the same period in 2013, which is primarily tethto our Agency IO portfolio. The Agency 10 poitbd performed better in tl
first quarter of 2014 due to lower interest ratéatiity and improved IO pricing as compared to fhist quarter of 2013.

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended

March 31,

General, Administrative and Other Expenses 2014 2013 $ Change
Salaries, benefits and directors’ compensation $ 1,05C $ 597 % 458
Professional fees 891 68C 211
Base management and incentive fees 3,77¢ 1,55k 2,22z
Expenses on distressed residential mortgage loans 1,21z 43z 78C
Other 62€ 672 (44)

Total $ 7,55¢ $ 3,93t $ 3,628

The increase in general, administrative and othgrenses was largely attributable to the increasmanagement fees, exper
related to our distressed residential mortgage loaestments and salaries, benefits and directooshpensation. The increase in t
management and incentifees was driven in large part by the increase setassmanaged by our external managers, which glesetesponc
to the growth in our stockholdersfuity since the first quarter of 2013, and thdgrerance of the assets they manage for us durmgehiod
which resulted in incentive fees earne@he increase in expenses related to distressadergial mortgage loans is due to the signifi
increase in our investment in this asset clas®agpared to the same period in 2013. The distresssdential mortgage loan strategy typic
has a higher cost, as loan servicing and resolyiiogessing on distressed loans is more operaljoiménsive than performing loans. 1
increase in salaries, benefits and directors’ carsgtgon can be attributed to internalization of @@mpany’s accounting function.
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Quarterly Comparative Net I nterest Spread

Our results of operations for our investment pdidfoluring a given period typically reflect the riaterest income earned on
investment portfolio of Agency and ndxgency RMBS, CMBS (including CMBS held in securdion trusts), residential securitized lo:
distressed residential loans including, distresssitlential loans held in securitization trustgne held for investment, loans held for sale
CLOs (collectively, our “Interest Earning AssetsThe net interest spread is impacted by factors sgobur cost of financing, the interest
that our investments bear and our interest ratgihgdstrategies. Furthermore, the amount of premaurdiscount paid on purchased portf
investments and the prepayment rates on portfaliestments will impact the net interest spreadus$ $actors will be amortized over
expected term of such investments. Realized andalined gains and losses on TBAs, Eurodollar arehdury futures and other derivati
associated with our Agency 10 investments, whichndbutilize hedge accounting for financial repogtpurposes, are included in other inc
(expense) in our statement of operations, and fitrerenot reflected in the data set forth below.

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

Weighted

Average Average

Interest Yield

Earning on Interest

Assets ($ Earning Cost of Net Interest
Quarter Ended millions) () Assets(3) Funds (4) Spread )
March 31, 2014%) $ 1,632.: 6.4(% 2.01% 4.3%
December 31, 201@) $ 1,644. 5.9% 1.8% 4.1(%
September 30, 2013 $ 1,586.¢ 5.21% 1.62% 3.5¢%
June 30, 2018) $ 1,524.: 4.8% 1.41% 3.4&%
March 31, 20131 $ 1,446.: 4.8€% 1.3&8% 3.4%
December 31, 2012 $ 1,350.: 4.4¢% 1.12% 3.32%
September 30, 2012 $ 698.t 5.9% 1.2% 4.7(%
June 30, 2012 $ 409.¢ 7.28% 1.33% 5.95%

(1) Average Interest Earning Assets for the quartedugbes all Consolidated ISeries assets other than those securities issueithe
securitizations comprising the Consolidated K-Setieat are actually owned by us.

@ our Average Interest Earning Assets is calculatethejuarter as the daily average balance of oardst Earning Assets for the qual
excluding unrealized gains and losses.

() Our Weighted Average Yield on Interest Earning Asseas calculated by dividing our annualized irgeiacome from Interest Earni
Assets for the quarter by our average InterestiBgissets for the quarter.

(#) Our Cost of Funds was calculated by dividing ounusized interest expense from our Interest Earfiagets for the quarter by «
average financing arrangements, portfolio investsyeResidential CDOs and Securitized Debt for thartgr. Our cost of funds incluc
the impact of our liability interest rate hedgingiaities.

() Net Interest Spread is the difference between oeigtifed Average Yield on Interest Earning Assets@ur Cost of Fund

Prepayment Experience

The following table sets forth the actual constprépayment rates (“CPR'pr selected asset classes, by quarter, for thiogs
indicated:

Weighted

Average

Agency Agency Agency Non-Agency Residential for Overall

Quarter Ended ARMs Fixed Rate I0s RMBS Securitizations Portfolio
March 31, 2014 8.8% 5.2% 11.2% 9.7% 7.5% 8.£%
December 31, 2013 6.7% 5.2% 13.5% 16.£% 12.€% 10.(%
September 30, 2013 16.6% 8.5% 20.4% 23.6% 12.(% 15.2%
June 30, 2013 22.2% 6.4% 21.% 18.2% 6.5% 15.4%
March 31,201 20.8% 3.8% 21.€% 15.% 10.2% 12.9%
December 31, 2012 14.5% 1.S% 21.£% 16.2% 11.6% 12.5%
September 30, 2012 17.5% 2.t% 19.2% 15.1% 4.6% 15.1%

June 30, 2012 24.&% N/A 19.2% 15.2% 7.4% 16.€%
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When prepayment expectations over the remainirgdffassets increase, we have to amortize premav@sa shorter time peri
resulting in a reduced yield to maturity on oure@stiment assets. Conversely, if prepayment expestatiecrease, the premium woulc
amortized over a longer period resulting in a highield to maturity. In addition, the market valwesd cash flows from our Agency 10s cat
adversely affected during periods of elevated premmts. We monitor our prepayment experience onoathly basis and adjust 1
amortization rate to reflect current market cormdis.

As a result of the significant increase in laiegm treasury rates and mortgage rates duringubeter ended June 30, 2013, mortg
originations related to refinancing decreased,ltieguin lower prepayment speeds for many of oueAgy RMBS in the latter part of 2013 :
early 2014.

Portfolio Asset Yields for the Quarter Ended March 31, 2014

The following table summarizes the Compangignificant assets at and for the quarter endattiM31, 2014, classified by relev
categories (dollar amount in thousands):

Carrying
Value Coupon @) Yield @) CPR@)
Agency Fixed Rate RMBS $ 525,63: 2.9%% 2.0™% 5.2%
CMBS @) $ 345,89( 0.1¢% 12.2% N/A
Distressed Residential Loaf% $ 234,45¢ 5.9%% 6.84% N/A
Agency ARMs $ 203,74t 2.91% 2.15% 8.8%
Residential Securitized Loans $ 159,51: 2.4 2.3%% 7.5%
Agency 10s $ 144,97t 5.51% 16.15% 11.2%
CLOs $ 34,69: 4.1% 40.1%% N/A

@ Coupons, yields and CPRs are based on first qu20tet daily average balances. Yields are calculatedmortized co

basis.
@ cmBs carrying value, coupons and yield calculatians based on the underlying CMBS that are actumilged by th

Company and do not include the other consolidatsgta and liabilities of the ConsolidatedSkries not owned by t

Company.
®) Distressed residential loan yield is net of praMisfor loan losses

Financial Condition

As of March 31, 2014, we had approximately $10Illoli of total assets, as compared to approxime®8l® billion of total assets
of December 31, 2013The increase is primarily due to cash proceeds foum public offering of common stock in the firstagter. /
significant portion of our assets represents tlsetascomprising the ConsolidatedS¢€ries, which we consolidate under the accountites
See "Loan Consolidation Reporting Requirement fert&n Multi-Family K-Series Securitizations."
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Balance Sheet Analysis

Investment Securities Available for Sale . At March 31, 2014, our securities portfolio indas Agency RMBS, including Agen
fixed-rate and ARM pass-through certificates, Agem®s, nonAgency RMBS and CLOs, which are classified as itmest securitie
available for sale. At March 31, 2014, we had negesiment securities in a single issuer or enti&f ttad an aggregate book value in exce
10% of our total assets. The decrease in investsmririties available for sale as of March 31, 2884 ompared to December 31, 201
primarily a result of principal paydowns.

The following tables set forth the balances of ionestment securities available for sale by vintége, by issue year) as of March
2014 and December 31, 2013, respectively (dollayuars in thousands):

March 31, 2014 December 31, 2013
Carrying Carrying
Par Value Value Par Value Value
Agency RMBS
ARMs
Prior to 2011 $ 23,77 $ 25,08: $ 24500 $ 25,81¢
2011 24,41 25,76¢ 25,79¢ 27,24
2012 149,92: 152,90( 153,86: 156,26
Total ARMs 198,10° 203,74t 204,15t 209,32.
Fixed
2011 2,72¢ 2,79¢ 3,02¢ 3,08t
2012 511,55( 522,83: 526,46! 532,85!
Total Fixed 514,27 525,63 529,49: 535,94.
10
Prior to 2011 248,20: 35,96« 247,73¢ 34,79:
2011 154,00: 25,47 160,85t 26,35(
2012 307,50( 55,29: 293,32. 52,38t
2013 138,41 25,87¢ 100,65t 18,07¢
2014 18,21: 2,36¢ — —
Total 10s 866,32¢ 144,97¢ 802,57: 131,60!
Total Agency RMBS 1,578,70! 874,35! 1,536,22: 876,87:
Non Agency RMBS
2006 2,92¢ 2,27¢ 3,001 2,361
CLOs
2007 35,55( 34,69¢ 35,55( 33,20¢
Total $ 1,617,18 $ 911,32« $ 157477 $ 912,44.
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I nvestment Securities Available for Sale Held in Securitization Trusts. At March 31, 2014, our securities portfolio ind&s multi-
family CMBS classified as investment securitiesilabde for sale held in securitization trusts, whiare multifamily CMBS transferred -
securitization trusts as part of securitizatiomsactions. The increase in carrying value at M&th2014 is primarily due to improved pric
on our CMBS investments. The following table setstf the balances of our investment securitieslaviai for sale held in securitization trt
by vintage (i.e., by issue year) as of March 31,28nd December 31, 2013 (dollar amounts in thalsan

March 31, 2014 December 31, 2013
Carrying Carrying
Par Value Value Par Value Value
CMBS:
2011 $ 897,50 $ 30,33 $ 900,13 $ 29,28¢
2012 1,100,62 65,79 1,101,54! 63,28¢
Total $ 1,998,112 $ 96,12« $ 2,001,68 $ 92,57¢

Residential Mortgage Loans Held in Securitization Trusts (net) . Included in our portfolio are prime ARM loans theg originate:
or purchased in bulk from third parties that metiouestment criteria and portfolio requirementsl #mat we subsequently securitized in 2005.

At March 31, 2014, residential mortgage loans helsecuritization trusts totaled approximately $E6®illion. The Compang ne
investment in the residential securitization trusthich is the maximum amount of the Companyivestment that is at risk to loss
represents the difference between the carrying atmfuthe ARM mortgage loans and real estate owned in residential securitization tru
and the amount of Residential CDOs outstanding, $64 million. Of the residential mortgage loanddhim securitized trusts, 100% |
traditional ARMs or hybrid ARMs, 82.9% of which afRM loans that are interest only. With respecthte hybrid ARMs included in the
securitizations, interest rate reset periods wesdgminately five years or less and the inteogsy- period is typically 9 years, which mitiga
the “payment shock” at the time of interest rateteNone of the residential mortgage loans he&kauritization trusts are pay optigiRMs ol
ARMSs with negative amortization.

The following table details our residential mortgdgans held in securitization trusts at March 3114 and December 31, 20
respectively (dollar amounts in thousands):

Number of Loans Par Value Carrying Value
March 31, 2014 41€ $ 161,337 $ 159,51:
December 31, 2013 42z $ 165,17 $ 163,23

Characteristics of Our Residential Mortgage LoareddHin Securitization Trusts:

The following table sets forth the composition af oesidential mortgage loans held in securitizatioists as of March 31, 2014 ;
December 31, 2013 respectively (dollar amounthdusands):

March 31, 2014 December 31, 2013
Average High Low Average High Low

General Loan Characteristics:

Original Loan Balance 43€ 2,95( 48 $ 43t $ 295( $ 48
Current Coupon Rate 2.7¢% 7.25% 1.25% 2.71% 7.25% 1.25%
Gross Margin 2.31% 4.1% 1.12% 2.31% 4.1% 1.13%
Lifetime Cap 11.3%% 13.25% 9.13% 11.32% 13.25% 9.1%%
Original Term (Months) 36C 36C 36C 36C 36C 36C
Remaining Term (Months) 258 261 22C 25€ 264 22¢
Average Months to Reset 3 11 1 3 11 1
Original FICO Score 727 81¢ 598 727 81¢ 592
Original LTV 70.26% 95.0(% 13.9% 70.21% 95.0(% 13.9%
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The following tables detail the activity for thesigential mortgage loans held in securitizatiostsynet) for the three months ended
March 31, 2014 and 2013, respectively (dollar am®imthousands):

Allowance
for Loan Net Carrying
Principal Premium Losses Value

Balance, January 1, 2014 $ 165,17: $ 1,05 $ (2,989 $ 163,23
Principal repayments (4,365 — — (4,36%)
Provision for loan loss — — (16) (16)
Transfer to real estate owned (212 — 157 (55)
Charge-Offs 741 — — 741
Amortization of premium — (30) — (30)
Balance, March 31, 2014 $ 161,33° $ 1,02: $ (2,848 $ 159,51:

Allowance

for Loan Net Carrying
Principal Premium Losses Value

Balance, January 1, 2013 $ 189,00¢ $ 1,19¢ $ (2,97¢) $ 187,22!
Principal repayments (6,187 — — (6,187
Provision for loan loss — — (280) (280
Transfer to real estate owned (71) — 53 (18)
Charge-Offs — — — —
Amortization of premium — (37) — (37
Balance, March 31, 2013 $ 182,75 % 1,161 $ (3,205 $ 180,71.

Acquired Distressed Residential Mortgage Loans . Distressed residential mortgage loans held imrigzation trusts and distress
residential mortgage loans are comprised of pobled and adjustable rate residential mortgags$oacquired by the Company at a disc
to par value (that is due, in part, to the credialdy of the borrower). Distressed residential tgage loans held in securitization trusts
distressed residential mortgage loans transfea&bhsolidated VIEs that have been securitizedbetueficial interests.

At March 31, 2014 and December 31, 2013, distresssidential mortgage loans held in securitizatrosts, had a carrying value
$229.2 million and $254.7 million, respectively.ef@ompanys net investment in the securitization trusts, Whgcthe maximum amount of 1
Companys investment that is at risk to loss and repregbetslifference between the carrying amount ofrtbieassets and liabilities associ:
with the distressed residential mortgage loans imefgcuritization trusts, was $95.6 million an@®million at March 31, 2014 and Decernr
31, 2013, respectively.

At March 31, 2014 and December 31, 2013, distresssidential mortgage loans included in receivables other assets accour
the accompanying condensed consolidated balanet¢sshad a carrying value of $5.2 million and $9illion, respectively.

The following table details our portfolio of distsed residential mortgage loans, including thostredised residential mortgi
loans held in securitization trusts, at March 3112and December 31, 2013, respectively (dollarwantin thousands):
Number of Loans Unpaid principal Carrying Value
March 31, 2014 2,34¢ % 29458 $ 234,45¢
December 31, 2013 258C $ 339,57¢ $ 264,43:

Characteristics of Our Distressed Residential Magg Loans, including Distressed Residential Morgghgans Held in Securitization Trusts

March 31, December 31,

Loan to Value at Purchase 2014 2013

50.00% or less 4.5% 4.2%
50.01% - 60.00% 4.4% 4.2%
60.01% - 70.00% 7.5% 7.4%
70.01% - 80.00% 10.2% 9.9%
80.01% - 90.00% 14.7% 14.5%
90.01% - 100.00% 13.(% 12.2%

100.01% and over 45.€% 47 5o




Total 100.(g4 100.(o4
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March 31,

December 31

FICO Scores at Purchase 2014 2013

550 or less 15.2% 16.4%
551 to 600 21.9% 22.6%
601 to 650 24.1% 24.€%
651 to 700 19.4% 18.6%
701 to 750 12.6% 11.7%
751 to 800 5.8% 5.2%
80l1andover 0.8% 0.7%
Total 100.(o4 100.(o4

March 31, December 31
Current Coupon 2014 2013
3.00% or less 16.7% 17.%
3.01% - 4.00% 7.€% 9.9%
4.01% - 5.00% 10.2% 10.1%
5.01% - 6.00% 13.2% 14.6%
6.01%ancover 51.8% 47 5o
Total 100.(o4 100.(o4
March 31, December 31,
Delinquency Status 2014 2013
Current 80.7% 79.5%
31 - 60days 13.2% 12.0%
61 - 90days 0.2% 4.1 %
90+ days 5.C% 4.4
Total 100.(oy 100.004
March 31, December 31

Origination Year 2014 2013

2005 or earlier 35.5% 33.%%
2006 16.1% 15.6%
2007 41.5% 44.(%
2008 or later 6.% 7.C%
Total 100.(o4 100.(o4

Consolidated K-Series As of March 31, 2014 and December 31, 2013, we ovil¥®% of the first loss securities of the Consaikx
K-Series. The Consolidated K-Series are compridetdti-family mortgage loans held in six Freddieabsponsored multi-family Kserie:
securitizations as of March 31, 2014 and Decembe2813, respectively, of which we, or one of oB®ES, own the first loss securities
certain 10s. We determined that the securitizatiom®prising the Consolidated Beries were VIEs and that we are the primary beiagi of
these securitizations. Accordingly, we are requiedonsolidate the Consolidated K-Series’ undagymultifamily loans and related de
income and expense in our financial statementsh¥ye elected the fair value option on the assetdiahilities held within the Consolidat
K-Series, which requires that changes in valuatioribe assets and liabilities of the Consolid&{e8eries will be reflected in our consolide
statement of operations. As of March 31, 2014 aedeinber 31, 2013, the Consolidated5&ries was comprised of $8.2 billion and !
billion, respectively, in multi-family loans heldh isecuritization trusts and $8.0 billion and $7ifidm, respectively, in multfamily CDOs
outstanding with a weighted average interest rate4.46%. As a result of the consolidation of then€olidated KSeries, ot
condensed consolidated statements of operatioritbddhree months ended March 31, 2014 included®lion in interest income and $6i
million in interest expense, respectively. Also, reeognized a $4.9 million unrealized gain in tteesnent of operations for the three mo
ended March 31, 2014 as a result of the fair vat@unting method election. We do not have anynsldo the assets (other than the sec
represented by our first loss piece) or obligatifurghe liabilities of the Consolidated K-Seri€ur investment in the ConsolidatedSéries i
limited to the multi-family CMBS comprised of firftss tranche PO securities and or/certain IO=ibdly these KSeries securitizations w
an aggregate net carrying value of $249.8 millind $240.0 million as of March 31, 2014 and Decen®ier2013, respectively.
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Multi-Family CMBS Loan Characteristics:

The following table details the loan characteristid the loans that back our multi-family CMBS (inding the Consolidated K-
Series) in our portfolio as of March 31, 2014 aret@mber 31, 2013, respectively (dollar amounthdusands, except as noted):

March 31, December 31,
2014 2013

Current balance of loans $ 12,518,86 $ 12,585,13
Number of loan: 73¢ 74z
Weighted average original LTV 69.(% 69.(%
Weighted average underwritten debt service coveraie 1.50x 1.5(x
Current average loan size $ 16,94 $ 16,96
Weighted average original loan term (in months) 112 112
Weighted average current remaining term (in months) 86 85
Weighted average loan rate 4.37% 4.31%
First mortgages 10C% 10C%
Geographic state concentration (greater than 5.0%):

California 14.1% 14.(%

Texas 13.€% 13.7%

New York 7.2% 7.2%

Florida 6.4% 6.5%

Washington 5.3% 5.3%

Financing Arrangements, Portfolio Investments . As of March 31, 2014 and December 31, 2013, we d@mtoximately $767
million and $791.1 million of repurchase borrowingststanding, respectively. As of March 31, 2@kl December 31, 2013, the cur
weighted average borrowing rate on these finantegities was 0.44% and 0.49%, respectively. Qepurchase agreements typically F
terms of 30 days.

As of March 31, 2014 and December 31, 2013, wentwacbunterparties where the amount at risk wagdéess of 5% of Stockholders
Equity. The amount at risk is defined as the faiue of securities pledged as collateral to themepase agreement in excess of the repur
agreement liability.

As of March 31, 2014 and December 31, 2013, thstantling balance under our repurchase agreementiin@ed at an advance 1
of 92.2% that implies an average haircut of 7.8¥%e Weighted average “haircutlated to our repurchase agreement financingdorgency
RMBS (excluding Agency 10s), Agency 10s and CLOssvapproximately 5%, 25% and 35%, respectively, ddiotal weighted avera
“haircut” of 7.8% as of March 31, 2014 and Decentkier2013.

The following table details the ending balance,rtpryy average balance and maximum balance at antmend during the quart
over the last three years for repurchase agreeboerawings outstanding (dollar amounts in thousgnds

Quarterly End of Quarter Maximum

Average Balance Balance

Balance at any Month-

Quarter Ended End

March 31, 2014 $ 77454 $ 767,820 $ 784,01¢
December 31, 2013 $ 796,04: $ 791,12 $ 800,19:
September 30, 2013 $ 799,34. $ 794,18. $ 810,50t
June 30, 2013 $ 885,94. $ 855,15: $ 924,66
March 31, 2013 $ 879,73. $ 878,82: $ 882,61
December 31, 2012 $ 878,20 $ 889,13 $ 889,13:
September 30, 2012 $ 446,61( $ 580,17¢ $ 592,97t
June 30, 2012 $ 129,10. $ 138,87. $ 138,87:
March 31, 2012 $ 113,09 $ 118,38! $ 118,38!
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Residential Collateralized Debt Obligations. As of March 31, 2014 and December 31, 2013, weResldential CDOs, of $15¢
million and $158.4 million, respectively. As of Mdr 31, 2014 and December 31, 2013, the weightechgeenterest rate of these Reside
CDOs was 0.54% and 0.55%, respectively. The Reae@DOs are collateralized by ARM loans with anpipal balance of $161.3 millic
and $165.2 million at March 31, 2014 and Decemler2®13, respectively. The Company retained theesvirust certificates, or resid
interest for three securitizations, and, as of Ma&8t, 2014 and December 31, 2013, had a net ineestim the residential securitization trt
of $6.4 million and $6.6 million, respectively.

Securitized Debt . The following table summarizes the Company’s séiezed debt collateralized by mul&mily CMBS and distress
residential mortgage loans (dollar amounts in thods):

Multi-family Collateralized Distressed
CMBS Recourse Residential Mortgage
Re-securitization Financings Loan Securitizations
Original Face amount of Notes issued by the VIE pumethased by 3r(
party investors $ 35,000 $ 107,853 $ 176,970
Principal Amount at March 31, 2014 $ 34,431 $ 107,853 $ 163,008
Principal Amount at December 31, 2013 $ 34,508 $ 107,853 $ 169,871
Carrying Value at March 31, 2014 $ 27,338 $ 107,853 $ 163,009
Carrying Value at December 31, 2013 $ 27,240 $ 107,853 $ 169,871
Onemonth LIBOR
Pass-through rate of Notes issued 5.35% plus 5.25% 6.50% 4.25% - 4.85%

Refer to Note 7 of our condensed consolidated Gizstatements included in this report for moifeimation on Securitized Debt.

Subordinated Debentures . As of March 31, 2014, certain of our wholly ownedbsidiaries had trust preferred securities outstenali
$45.0 million with a weighted average interest 1@td.07%. The securities are fully guaranteed $wvith respect to distributions and amo
payable upon liquidation, redemption or repaymdimese securities are classified as subordinatedndetes in the liability section of ¢
condensed consolidated balance sheets.

Derivative Assets and Liabilities. We generally hedge the risks related to chang@&#énest rates related to our borrowings as we¢
market values of our overall portfolio.

In order to reduce our interest rate risk relatedur borrowings, we may utilize various hedgingtinments, such as interest rate <
agreement contracts whereby we receive floating patyments in exchange for fixed rate paymentgctdely converting our short te
repurchase agreement borrowings or Residential Gb@dfixed rate. At March 31, 2014, the Compang £250.0 million of notional amot
of interest rate swaps outstanding with a fair madsset value of $1.9 million. At December 31,20he Company had $350.0 million
notional amount of interest rate swaps outstandiitly a fair market asset value of $2.0 million. Tihterest rate swaps qualify as cash -
hedges for financial reporting purposes.

In addition to utilizing interest rate swaps, weymmurchase or sell short U.S. Treasury securitieenter into Eurodollar or oth
futures contracts or options on futures to helggate the potential impact of changes in interagts on the performance of our Agency
We may borrow securities to cover short sales &. Ureasury securities under reverse repurchagsemgnts. Realized and unrealized ¢
and losses associated with purchases and shost sBld.S. Treasury securities, Eurodollar or oth#ures and swaptions are recogn
through earnings in the condensed consolidatedrstatts of operations.
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The Company uses To-B®anounced securities, or TBAs, U.S. Treasury séiesriand U.S. Treasury futures and options to
interest rate risk, as well as spread risk assetiaith its investments in Agency I0s. For example,may utilize TBAs to hedge the intel
rate or yield spread risk inherent in our long AgeRMBS positions associated with our investmemtdgency |Os by taking short position:
TBAs that are similar in character. In a TBA tractgan, we would agree to purchase or sell, for faitdelivery, Agency RMBS with certe
principal and interest terms and certain typesrafeulying collateral, but the particular Agency RBIBo be delivered is not identified u
shortly before the TBA settlement date. The Compspically does not take delivery of TBAs, but ratlsettles with its trading counterpar
on a net basis. TBAs are liquid and have quoteketanrices and represent the most actively tratess©f RMBS. For TBA contracts that
have entered into, we have not asserted that iyséttlement is probable. Because we have nogugsid these forward commitme
associated with our Agency 10s as hedging instruseralized and unrealized gains and losses atsdowith these TBAs, U.S. Treas
securities and U.S. Treasury futures and optioesenognized through earnings in the condensedtidated statements of operations.

The use of TBAs exposes the Company to market vadke as the market value of the securities that Company is required
purchase pursuant to a TBA transaction may detlelew the agreedpon purchase price. Conversely, the market valubeosecurities th
the Company is required to sell pursuant to a TEAgaction may increase above the agreed upompisede The use of TBAs associated \
our Agency IO investments creates significant stearh payables (and/or receivables) on our balaheet.

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

In connection with our investment in Agency |0s, uidize several types of derivative instrumenth&mge the overall risk profile
these investments. This hedging technique is dymaminature and requires frequent adjustments, waacordingly makes it very difficult
qualify for hedge accounting treatment. Hedge aoting treatment requires specific identificationaofisk or group of risks and then requ
that we designate a particular trade to that righ wo minimal ability to adjust over the life die transaction. Because we and Midway
frequently adjusting these derivative instrumentseisponse to current market conditions, we hateraéned to account for all the derival
instruments related to our Agency 10 investmentdaagvatives not designated as hedging instruments.

Balance Sheet Analysis - Stockholders’ Equity

Stockholders’equity at March 31, 2014 was $565.8 million anduded $11.4 million of accumulated other comprehengcome
The accumulated other comprehensive income codsi$t$14.6 million in unrealized gains primarilylated to our CLOs, $20.2 million in r
unrealized gains related to our CMBS and $1.9 omllin unrealized derivative gains related to cdelv fhedges, partially offset by $2!
million in unrealized losses related to our AgeityIBS and non-Agency RMBS. Stockholdeegjuity at December 31, 2013 was $4
million and included $3.1 million of accumulatechet comprehensive income. The accumulated othepimnsive income consistec
$14.7 million in unrealized gains primarily relatedour CLOs, $18.3 million in net unrealized gaietated to our CMBS and $2.0 million
unrealized derivative gains related to cash flowdes, partially offset by $31.9 million in unrealizlosses related to our Agency RMBS
non-Agency RMBS. The increase in stockholdexguity at March 31, 2014, as compared to Decemter2@13, is primarily due to @
issuance of common stock in public offerings wittt proceeds to us of $75.8 million, after deductiffigring expenses, during the th
months ended March 31, 2014.
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Analysis of Changes in Book Value

The following table analyzes the changes in bodkeraf our common stock for the three months eridacth 31, 2014 (amounts
thousands, except per share):

Three Months Ended
March 31, 2014

Amount Shares Per Share(®

Beginning Balance?) $ 405,66t 64,10: $ 6.32
Common stock issuance, net 76,03¢ 11,60¢
Balance after share issuance activity 481,70: 75,707 6.35
Dividends declared (20,447 (0.27)
Net change AOCI®)

Hedges (129 0.0C

RMBS 6,63¢ 0.0¢

CMBS 1,92( 0.0z

CLOs (106) 0.0C

Net income attributable to common stockholders 21,25¢ 0.2¢
Ending Balance $ 490,84 75,707 $ 6.4¢€

(1) Outstanding shares used to calculate boolevyadu share for the quarter ended period is basedistanding shares as of March 31, 2014
of 75,706,546

(2) Includes preferred stock liquidation preferaenounting to $75 million.

(3) Accumulated other comprehensive income (*“AQCI”

Liquidity and Capital Resources
General

Liquidity is a measure of our ability to meet pdtehcash requirements, including ongoing committedo repay borrowings, fu
and maintain investments, comply with margin regmients, fund our operations, pay management, imeeand consulting fees, pay divide
to our stockholders and other general businesssn€ad investments and assets, excluding the pahoinly multifamily CMBS we invest it
generate liquidity on an ongoing basis throughgpal and interest payments, prepayments, netrgggnietained prior to payment of divide
and distributions from unconsolidated investmemthile the principal only multi-family CMBS we inves$n are backed by balloon non-
recourse mortgage loans that provide for the paymeprincipal at maturity date, which is typicalgven to ten years. In addition, depen
on market conditions, the sale of investment séesristructured financings or capital market teetions may provide additional liquidi
However, our intention is to meet our liquidity dsethrough normal operations with the goal of awwjdunplanned sales of asset:
emergency borrowing of funds.

During the three months ended March 31, 2014, ash increased $44.7 million, as a result of $27il8om provided by investin
activities, $6.3 million provided by financing adties and $10.6 million of cash provided by opemtactivities. Our investing activiti
primarily included $21.3 million in principal paydms received on investment securities available dale, $16.6 million in princip
repayments received on muléimily loans held in securitization trusts, $4.0limn in principal repayments received on residanthortgag
loans held in securitization trusts, $42.8 millionprincipal repayments and proceeds from salesrafidancings of distressed resider
mortgage loans, partially offset by $4.8 millionpirchases of distressed residential mortgage |&r#&s5 million of purchases of investm
securities, $6.9 million in the funding of a mezirenloan and $34.7 million decrease in restrictaghc Our financing activities primar
included net proceeds from common stock issuant83m8 million, partially offset by $23.3 milliom payments of financing arrangeme
$16.6 million in payments made on mukimily CDOs, $18.7 million in dividends paid on comn stock and Series B Preferred Stock,
million in payments made on Residential CDOs, a®@ $illion in payments made on securitized debt.
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We fund our investments and operations throughlanbad and diverse funding mix, which includes pests from equity offering
short-term and longeterm repurchase agreement borrowings, CDOs, seadritiebt, and trust preferred debentures. The &ypkterms ¢
financing used by us depends on the asset beiagdad. In those cases where we utilize some forstrattured financing, be it throu
CDOs, longeiterm repurchase agreements or securitized debuding financings similar to our CMBS Master Rephase Agreements), 1
cash flow produced by the assets that serve amtexll for these structured finance instruments beagestricted in terms of its use or applie
pay principal or interest on CDOs, repurchase ages¢s, or notes that are senior to our interestdMach 31, 2014, we had cash and «
equivalents balances of $76.5 million, which inseghfrom December 31, 2013. Based on our curremistment portfolio, new investm
initiatives, leverage ratio and available and fatpossible borrowing arrangements, we believe »igtieg cash balances, funds available u
our various financing arrangements and cash floars foperations will meet our liquidity requiremefds at least the next 12 months.

Liquidity — Financing Arrangements

We rely primarily on shorterm repurchase agreements (typically 30 daysham€e the more liquid assets in our investmentfqa,
such as Agency RMBS and CLOs. Recently, certainndmase agreement lenders have elected to exitefie lending market for vario
reasons, including capital requirement regulatidisvever, as certain lenders have exited the spber financing counterparts that had
participated in the repo lending market historichlave begun to step in to replace many of thedenthat have elected to exit.

As of March 31, 2014, we have outstanding shamiteepurchase agreements, a form of collateralgeattterm borrowing, wit
eleven different financial institutions. These @&gnents are secured by certain of our investmenirisies and bear interest rates that |
historically moved in close relationship to LIBORur borrowings under repurchase agreements arel lnesthe fair value of our investm
securities portfolio. Interest rate changes andeased prepayment activity can have a negative dimma the valuation of these securit
reducing the amount we can borrow under these agnets. Moreover, our repurchase agreements allewedhnterparties to determine a |
market value of the collateral to reflect currerdarket conditions and because these lines of fimgnare not committed, the counterparty
call the loan at any time. Market value of the at@tal represents the price of such collateraliobthfrom generally recognized sources or |
recent closing bid quotation from such source plosrued income. If a counterparty determines tatvilue of the collateral has decrea
the counterparty may initiate a margin call andurexjus to either post additional collateral to @oguch decrease or repay a portion o
outstanding borrowing in cash, on minimal noticearBbver, in the event an existing counterpartytetbto not renew the outstanding balz
at its maturity into a new repurchase agreementwenld be required to repay the outstanding balavitte cash or proceeds received fro
new counterparty or to surrender the securitiesdbeve as collateral for the outstanding balanceny combination thereof. If we are un:
to secure financing from a new counterparty andtbaglirrender the collateral, we would expect tauira loss. In addition, in the event on
our lenders under the repurchase agreement deéauits obligation to “re-sellor return to us the securities that are securiegothrrowings ¢
the end of the term of the repurchase agreementyaudd incur a loss on the transaction equal toameunt of “haircut’associated with tt
short-term repurchase agreement, which we sometieiesto as the “amount at risk&s of March 31, 2014, we had an aggregate amo!
risk under our repurchase agreements with elevemtegparties of approximately $61.1 million, witlke greater than approximately $2
million at risk with any single counterparty.

At March 31, 2014, the Company had sherm repurchase agreement borrowings of $767.8omils compared to $791.1 million
of December 31, 2013. In addition to our exces$,cée Company has $82.4 million in unencumberediriies, including $62.7 million
RMBS, of which $60.4 million are Agency RMBS. Théass million of cash, the $62.7 million in RMBS,caf838.7 million held in overnig
deposits in our Agency 10 portfolio included in trgted cash that is available to meet margin cadist relates to our Agency 10 portfc
repurchase agreements, which collectively repreg8i2% of our financing arrangements, portfoliodstments, are liquid and could
monetized to pay down or collateralize the liapilinmediately.

At March 31, 2014, we also had other longer-teritdiacluding Residential CDOs outstanding of $554illion, multi-family CDOs
outstanding of $8.0 billion (which represent obtigas of the Consolidated Keries), subordinated debt of $45.0 million andisgzed debt c
$298.2 million. The CDOs are collateralized by desitial and multfamily loans held in securitization trusts, respegy. The securitized de
represents the notes issued in (i) our May 201Ziffarhily re-securitization transaction, (ii) ourodember 2012 and November 2013 multi
family CMBS collateralized recourse financing tracion, and (iii) our December 2012, July 2013 &egtember 2013 distressed reside
mortgage loan securitization transactions, whiehdascribed in Note 7 in our condensed consolidataedcial statements.

As of March 31, 2014, our overall leverage ratiwluding both our short- and longer-term financfagd excluding the CD@’issue
by the Consolidated K-Series and our ResidentiaD€Ddivided by stockholdergquity, was approximately 2.0 to 1. As of March 3Q14
our leverage ratio on our short term financingsatable debt was approximately 1.4 to 1. We maradbat risk or short term borrowings
ensure that we have adequate liquidity to satisdygin calls and have the ability to respond to otharket disruptions.
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Liquidity — Hedging and Other Factors

Certain of our hedging instruments may also impmagtliquidity. We use interest rate swaps, swagjorBAs, Eurodollar or oth
futures contracts to hedge interest rate risk aatmtwith our investments in Agency RMBS (inclugliagency 10s). With respect to inter
rate swaps, futures contracts and TBAs, initial gimardeposits will be made upon entering into thesstracts and can be either cas
securities. During the period these contracts @enpchanges in the value of the contract are rézed as unrealized gains or losse:
marking to market on a daily basis to reflect therkat value of these contracts at the end of eagls drading. We may be required to sai
variable margin payments periodically, dependingrugvhether unrealized gains or losses are incurred.

We also use TBAs to hedge interest rate risk agsmtiwith our investments in Agency 10s. Sincewgli for these securities extel
beyond the typical settlement dates for most derivative investments, these transactions are mamee to market fluctuations between
trade date and the ultimate settlement date, avelly are more vulnerable to increasing amountsiatvith the applicable counterparties.
use of TBAs associated with our Agency 10 investtearreates significant short term payables (anddoeivables), amounting to $19
million at March 31, 2014, and is included in pagafior securities purchased on our condensed cioiaset! balance sheet.

We also use U.S. Treasury securities and U.S. Tirgdistures and options to hedge interest rateassociated with our investment:
Agency 10s and interest rate swap agreements aapt®ms as a mechanism to reduce the interestisitef our Agency ARMs and mortge
loans held in securitization trusts.

For additional information regarding the Compangterivative instruments and hedging activitiestfier periods covered by this rep
including the fair values and notional amountstafse instruments and realized and unrealized gaiddosses relating to these instrum
please see Note 8 to our consolidated financidkmstants included in this report. Also, please deenl3. Quantitative and Qualitat
Disclosures about Market Risk, under the captidiair Value Risk”,for a tabular presentation of the sensitivity of tinarket value and r
duration changes of the Company’s portfolio ack@s®us changes in interest rates, which takesdntount the Compargrhedging activitie:

Liquidity — Equity Offerings

In addition to the financing arrangements descriledve under the caption “Liquidity—Financing Argements,"we also rely o
secondary equity offerings as a source of bothtdkam and long-term liquidity. During thteree months ended March 31, 2014 and befol
filing of the Company’s Quarterly Form 10-Q, we s#al on the following public equity offerings:

e On January 7, 2014, we entered into an underwrégrgement whereby the underwriters agreed to paech1,500,000 shares of
common stock (including the 1,500,000 shares tlatvissuable pursuant to an oadietment option) from us at a price of $6.61
share. On January 10, 2014, we closed on the issuainl1,500,000 shares of common stock to the namders, resulting in ni
proceeds to the Company of approximately $75.8anillafter deducting offering expenses.

e On April 2, 2014, we entered into an underwritiggeeement whereby the underwriters agreed to puecha$00,000 shares of
common stock (including the 1,950,000 shares tlaevissuable pursuant to an oadietment option) from us at a price of $7.36
share. On April 7, 2014, we closed on the issuafidel, 950,000 shares of common stock to the undiemsy resulting in net procee
to the Company of approximately $109.9 millioneafleducting offering expenses.

We intend to invest substantially all of the nebgeeds from the respective offerings to fund addél investments in our targe
assets, particularly, distressed residential mgegaans and mezzanine loans to or preferred eguigstments in owners of mufiamily
properties.

We also may generate liquidity through the salshares of our common stock in an “at the markéféring program pursuant to
equity distribution agreement, as well as throdghgale of shares of our common stock pursuanit®e/idend Reinvestment Plan, or DR
On January 14, 2013, we filed a registration stat@non Form 3 to enable us to issue up to $20,000,000 of sharesir common stoc
pursuant to our DRIP. On June 11, 2012, we entettedan equity distribution agreement with JMP Sdms LLC as the placement age
pursuant to which we may sell up to $25,000,008hafres of our common stock from time to time thiotlge placement agent. Pursuant tc
equity distribution agreement, the shares may ered and sold through the placement agent in acimhs that are deemed to s ‘the
market” offerings as defined in Rule 415 under the Seasifict of 1933, as amended, including sales magetlyi on The Nasdaq Glot
Select Market or sales made to or through a mariaiter other than on an exchange or, subject tdettmes of a written notice from us,
privately negotiated transactions. We have nogelilbn to sell any of the shares under the equ#iyibution agreement and may at any 1
suspend solicitations and offers under the equgyridution agreement. During the three months dndarch 31, 2014, we did not issue
shares under the equity distribution agreement.
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Management Agreements

We have investment management agreements with Baner Midway and Headlands, pursuant to which we thase managers
base management and incentive fee, if earned,aglyairt arrears. See "- Results of Operatio@®mparison of the Three Months Ended M:
31, 2014 to Three Months Ended March 31, 20C8&mparative Expenses" for more information regaydive management fees paid during
three months ended March 31, 2014. In additionsymamt to the terms of our former advisory relatypsvith Harvest Capital Strategies Ll
or HCS, we also may pay incentive compensation@& vith respect to those assets of our companyaéeg managed by HCS at the time
advisory relationship with HCS concluded (the “Inttee Tail Assets”)until such time as such Incentive Tail Assets aspased of by us
mature.

Dividends

On March 13, 2014, we declared a Series B Prefe8tedk cash dividend of $0.484375 per share ofeSeBi Preferred Stock for t
quarterly period that began on January 15, 2014eanéd on April 14, 2014. This dividend was paidAgmil 15, 2014 to holders of record
Series B Preferred Stock as of April 1, 2014.

On March 13, 2014, we declared a 2014 first quaréesh dividend of $0.27 per common share, whidhéssame amount that v
declared for the fourth quarter of 2013. The dinidlevas paid on April 25, 2014 to common stockhdd#rrecord as of March 24, 2014. -
dividend was paid out of our working capital.

We expect to continue to pay quarterly cash divideon our common stock during the near term. Howeme Board of Directo
will continue to evaluate our dividend policy eagharter and will make adjustments as necessargdbas a variety of factors, includii
among other things, the need to maintain our RE#Tus, our financial condition, liquidity, earningsojections and business prospects.
dividend policy does not constitute an obligatiorpay dividends.

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

Exposure to European financial counterparties

We finance the acquisition of a significant portiohour mortgagdsacked securities with repurchase agreements.rinemtion witl
these financing arrangements, we pledge our sexuds collateral to secure the borrowings. Thewrnof collateral pledged will typical
exceed the amount of the financing with the extérdver<ollateralization from 5% of the amount borrowed tfie case of Agency ARM a
Agency fixed rate RMBS collateral), 25% (in the eaf Agency 10s) and up to 35% (in the case of GidDateral).While our repurcha
agreement financing results in us recording aliighio the counterparty in our consolidated baksbeet, we are exposed to the counterj
if during the term of the repurchase agreemenmnfimay, a lender should default on its obligationl ave are not able to recover our plec
assets. The amount of this exposure is the difterdretween the amount loaned to us plus interestalthe counterparty and the fair valu
the collateral pledged by us to the lender (inglgdiccrued interest receivable on such collateral).

Several large European banks have experiencedcfalaifficulty in recent years, some of whom haeguired a rescue or assiste
from other large European banks or the Europeartr@leBank. Some of these banks have U.S. bankihgidiaries which have provid
repurchase agreement financing or interest ratg ssgaeements to us in connection with the acqaisitf various investments, includ
mortgagebacked securities investments. We have outstarmdipgrchase agreement borrowings with Credit Suissst Boston LLC in th
amount of $76.8 million at March 31, 2014 with & egposure of $4.1 million. We have outstandingurepase agreement borrowings \
Barclays Capital Inc. in the amount of $41.4 milliat March 31, 2014 with a net exposure of $2.9ionil We have outstanding interest |
swap agreements with Credit Suisse International @unterparty in the amount of $245.0 millioniowal with a net exposure of $0.9 milli
In addition, certain of our U.S. based counterparthay have significant exposure to the financidl @onomic turmoil in Europe which co
impact their future lending activities or causentht® default under agreements with us. In the esaetor more of these counterparties or
affiliates experience liquidity difficulties in thfeture, our liquidity could be materially adverngelffected.
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Inflation

For the periods presented herein, inflation hasi bretatively low and we believe that inflation hast had a material effect on «
results of operations. The impact of inflation arily reflected in the increased costs of ouergpions. Virtually all our assets and liabili
are financial in nature. Our consolidated finanesi@tements and corresponding notes thereto haare firepared in accordance with GA
which require the measurement of financial positoil operating results in terms of historical dsllithout considering the changes in
relative purchasing power of money over time du@flation. As a result, interest rates and otlaatdrs influence our performance far n
than inflation. Inflation affects our operationsnparily through its effect on interest rates, siimterest rates typically increase during periof
high inflation and decrease during periods of loflaition. During periods of increasing interestesgtdemand for mortgages and a borrosver
ability to qualify for mortgage financing in a pha&se transaction may be adversely affected. Dyperipds of decreasing interest ra
borrowers may prepay their mortgages, which in tmay adversely affect our yield and subsequentyviélue of our portfolio of mortga
assets.

Off-Balance Sheet Arrangements

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

ltem 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 subseque
periodic reports filed with the SE!

We seek to manage risks that we believe will impartbusiness including, interest rates, liquidgsgpayments, credit quality &
market value. When managing these risks we considermpact on our assets, liabilities and denxapositions. While we do not seek
avoid risk completely, we believe the risk can bmgified from historical experience and seek tiivaty manage that risk, to generate risk
adjusted total returns that we believe compensagppropriately for those risks and to maintaintehfevels consistent with the risks we take.

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

Interest Rate Risk

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

For example, we hold RMBS, some of which may haxedfrates or interest rates that adjust on variaiss that are not synchroni
to the adjustment dates on our repurchase agresntergeneral, the re-pricing of our repurchase@arents occurs more quickly than the re
pricing of our variablénterest rate assets. Thus, it is likely that doating rate borrowings, such as our repurchaseesmgents, may react
interest rates before our RMBS because the weightethge next rpricing dates on the related borrowings may hawegtshtime periods th:
that of the RMBS. In addition, the interest ratesaur Agency ARMs backed by hybrid ARMs may be tedito a “periodic cap,br ar
increase of typically 1% or 2% per adjustment krishile our borrowings do not have comparabletitions. Moreover, changes in inte
rates can directly impact prepayment speeds, theaffiecting our net return on RMBS. During a deiclqinterest rate environment,
prepayment of RMBS may accelerate (as borrowersapayo refinance at a lower interest rate) caufiegamount of liabilities that have b
extended by the use of interest rate swaps toasereslative to the amount of RMBS, possibly rasglin a decline in our net return on RMI
as replacement RMBS may have a lower yield thagettiieing prepaid. Conversely, during an increaisitegest rate environment, RMBS n
prepay more slowly than expected, requiring usrtarfce a higher amount of RMBS than originally t@st and at a time when interest r
may be higher, resulting in a decline in our nétine on RMBS. Accordingly, each of these scenacias negatively impact our net intel
income.
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We seek to manage interest rate risk in our paotfoy utilizing interest rate swaps, swaptions, s;apurodollar and other futur
options and U.S. Treasury securities with the gdabptimizing the earnings potential while seekitegmaintain long term stable portfc
values. We continually monitor the duration of ooortgage assets and have a policy to hedge thacfima of those assets such that the
duration of the assets, our borrowed funds reltdeslich assets, and related hedging instrumenissssthan one year. In addition, we uti
TBASs to mitigate the risks on our long Agency RMB&sitions associated with our investments in Agdxs,

We utilize a modebased risk analysis system to assist in projegiortfolio performances over a scenario of differinérest rate
The model incorporates shifts in interest rateanges in prepayments and other factors impactiegatuations of our financial securities
instruments, including mortgadecked securities, repurchase agreements, intexestswaps and interest rate caps, TBAs and Euean
futures.

Based on the results of the model, the instantanelbanges in interest rates specified below woala had the following effect on |
interest income for the next 12 months based orassets and liabilities as of March 31, 2014 (d@lounts in thousands):

Changes in Net Interest Income
Changes in Net Interest

Changes in Interest Rates Income
+200 $ 1,809
+100 $ 4,495
-100 $ (8,512)

Interest rate changes may also impact our net able as our financial assets and related hedgeatiges are marked-toyarke
each quarter. Generally, as interest rates incrélasevalue of our mortgage assets, other thand@seases, and conversely, as interest
decrease, the value of such investments will irm@edhe value of an 10 will likely be negativelyfeafted in a declining interest r.
environment due to the risk of increasing prepaymates because the I0g&lue is wholly contingent on the underlying moggdoans havir
an outstanding balance. In general, we expect that, time, decreases in the value of our portfattoibutable to interest rate changes wil
offset, to the degree we are hedged, by increasteivalue of our interest rate swaps or othemfomal instruments used for hedgipgrpose:
and vice versa. However, the relationship betweeragls on securities and spreads on our hedgitginmsnts may vary from time to tin
resulting in a net aggregate book value increasdecfine. That said, unless there is a materialaimpent in value that would result it
payment not being received on a security or lobanges in the book value of our portfolio will ritectly affect our recurring earnings or
ability to make a distribution to our stockholders.

Liquidity Risk

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

Our principal sources of liquidity are the repurshagreements on our mortgdgpeked securities, the CDOs we have issu
finance our loans held in securitization trustgusitized debt, trust preferred securities, th@gpal and interest payments from our asset:
cash proceeds from the issuance of equity or d=hirgies (as market and other conditions peri. believe our existing cash balances
cash flows from operations will be sufficient farrdiquidity requirements for at least the nextrh@nths.

We are subject to “margin calfisk under the terms of our repurchase agreemémtthe event the value of our assets pledge
collateral suddenly decreases, margin calls reatinour repurchase agreements could increaseingaas adverse change in our liquit
position. Additionally, if one or more of our rephiase agreement counterparties chooses not tadpromigoing funding, we may be unabl
replace the financing through other lenders onriavie terms or at all. As such, we provide no asste that we will be able to roll over
repurchase agreements as they mature from timen® in the future. See Item 2, "Management's Disiomsand Analysis of Financ
Condition and Results of Operations Liquidity anab@al Resources" in this Quarterly Report on FAGWQ for further information about o
liquidity and capital resource management .
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Derivative financial instruments used to hedgerggerate risk are subject to “margin cai8k. For example, under our interest
swaps, typically we pay a fixed rate to the coyaeties while they pay us a floating rate. If ietd#rrates drop below the fixed rate we
paying on an interest rate swap, we may be reqtirpdst cash margin.

Prepayment Risk

When borrowers repay the principal on their rediid¢mortgage loans before maturity or faster thair scheduled amortization,
effect is to shorten the period over which interissearned, and therefore, reduce the yield foidestial mortgage assets purchased
premium to their then current balance, as with mortfolio of Agency RMBS. Conversely, residentiabrgage assets purchased for less
their then current balance, such as our distressstédential mortgage loans, exhibit higher yields tb faster prepayments. Furthermore, a
prepayment speeds may differ from our modeled yrapat speed projections impacting the effectiverdssny hedges we have in plac
mitigate financing and/or fair value risk. Geneyalvhen market interest rates decline, borrower lsatendency to refinance their mortga
thereby increasing prepayments. The impact of asing prepayment rates, whether as a result ofindleglinterest rates, governm
intervention in the mortgage markets or otherwisgarticularly acute with respect to our Agencysi®ecause the value of an 10 securi
wholly contingent on the underlying mortgage loaasing an outstanding principal balance, an une®geicicrease in prepayment rates or
pool of mortgage loans underlying the 10s coulahiigantly negatively impact the performance of édurency 10s.

Our modeled prepayments will help determine thewarhof hedging we use to ofet changes in interest rates. If actual prepay
rates are higher than modeled, the yield will lss ldlnan modeled in cases where we paid a premiuthd@articular residential mortgage a
Conversely, when we have paid a premium, if agwepayment rates experienced are slower than ndeke would amortize the premi
over a longer time period, resulting in a highezlgito maturity.

In an environment of increasing prepayment spethestiming difference between the actual cash ptadi principal paydowns al
the announcement of the principal paydown may téswadditional margin requirements from our ref@rge agreement counterparties.

We mitigate prepayment risk by constantly evaluiabar residential mortgage assets relative to prepat speeds observed for as
with similar structures, quantities and charactiess Furthermore, we stressst the portfolio as to prepayment speeds andestteate risk i
order to further develop or make modifications tor bedge balances. Historically, we have not hedt#@bs6 of our liability costs due
prepayment risk.

Credit Risk

Credit risk is the risk that we will not fully ceitt the principal we have invested in our credits@ié&ve assets, including distres
residential and other mortgage loans, CMBS, and €ldDe to borrower defaults. In selecting the ¢rednsitive assets in our portfolio,
seek to identify and invest in assets with charisties that we believe offset or limit the expasof borrower defaults to the Company.

We seek to manage credit risk through our gquisition due diligence process, and by factopngjected credit losses into
purchase price we pay for all of our credit sewsitaissets. In general, we evaluate relative valmasupply and demand trends, prepayi
rates, delinquency and default rates, vintage bateval and macroeconomic factors as part of phixess. Nevertheless, these procedur
not guarantee unanticipated credit losses whichdvmaterially affect our operating results.

With respect to the $234.4 million of distressesdidential loans the Company owned at March 31, 2@1& mortgage loans we
purchased at a discount to par reflecting theitreébsed state or perceived higher risk of defawlich may include higher loan to value ra
and, in certain instances, delinquent loan paymert®or to the acquisition of distressed residdntiortgage loans, the Company validates
information provided by the sellers that is necgsda determine the value of the distressed resiglemortgage loans. We then seel
maximize the value of the mortgage loans that vepiiae either through borrower assisted refinanctdright loan sale or through foreclos
and resale of the underlying home. We evaluateitogeidlity on an ongoing basis by reviewing borrowseayment status and current finar
and economic condition. Additionally, we look aétbarrying value of any delinquent loan and compartme current value of the underly
collateral.
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As of March 31, 2014, we own $274.3 million of filess CMBS comprised primarily of first loss P@attare backed by commert
mortgage loans on multamily properties at a weighted average amortizeéthpase price of approximately 29.5% of current paior to th
acquisition of each of our first loss CMBS secestithe Company completes an extensive revieweotittderlying loan collateral, includi
loan level cash flow remderwriting, site inspections on selected propsytproperty specific cash flow and loss modelirgiew of appraisal
property condition and environmental reports, atiteocredit risk analyses. We continue to monitedit quality on an ongoing basis us
updated property level financial reports provided bdorrowers and periodic site inspection of sel@gbeoperties. We also reconcile o
monthly basis the actual bond distributions reagiagainst projected distributions to assure pr@bercation of cash flow generated by
underlying loan pool. As of March 31, 2014, we oapproximately $34.7 million of notes issued by a0Cat a discounted purchase price e
to 56% of par. The securities are backed by a @latbf corporate loans. We also own approximatk®y.7 million of first mortgage loe
mezzanine financing and preferred equity investsiahiMarch 31, 2014, backed by residential andiffartily properties.

Fair Value Risk

Changes in interest rates also expose us to meatked (fair value) fluctuation on our assets, lidibs and hedges. While the fair va
of the majority of our assets (when excluding ah€olidated KSeries assets other than the securities we acmalhy that are measured o
recurring basis are determined using Level 2 falugs, we own certain assets, such as our CMBSyHarh fair values may not be reac
available if there are no active trading marketstfe instruments. In such cases, fair values wouly be derived or estimated for th
investments using various valuation techniquesh sag computing the present value of estimated dutash flows using discount re
commensurate with the risks involved. However,datermination of estimated future cash flows ismemtly subjective and imprecise. Mil
changes in assumptions or estimation methodolagirdave a material effect on these derived omastid fair values. Our fair value estimi
and assumptions are indicative of the interest est@ronments as of March 31, 2014, and do not fake consideration the effects
subsequent interest rate fluctuations.

We note that the values of our investments in @ine instruments, primarily interest rate hedgesoar debt, will be sensitive
changes in market interest rates, interest rateasigt credit spreads and other market factorsva@le of these investments can vary anc
varied materially from period to period.

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

Fair value estimates are made as of a specifid potime based on estimates using present valughar valuation techniques. Th
techniques involve uncertainties and are signifigaaifected by the assumptions used and the jud¢smaade regarding risk characteristic
various financial instruments, discount rates neaté of future cash flows, future expected lossgrpce and other factors.

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

The table below presents the sensitivity of thekeiavalue and net duration changes of our portfati@f March 31, 2014, using
discounted cash flow simulation model assumingnstantaneous interest rate shift. Application @ thethod results in an estimation of
fair market value change of our assets, liabiliind hedging instruments per 100 basis point (“lspfjt in interest rates.

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

Changes in assumptions including, but not limitgdvblatility, mortgage and financing spreads, psapent behavior, defaults, as v
as the timing and level of interest rate changdbkatffiect the results of the model. Therefore, attesults are likely to vary from mode

results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amounts in thousands)
+200 $ (76,08¢) 3.31
+100 $ (40,107 2.54

Base 1.55



-100 $ 24,34( 0.16
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It should be noted that the model is used as attoinlentify potential risk in a changing intereate environment but does not incl
any changes in portfolio composition, financin@ttgies, market spreads or changes in overall mbgkeédity.

Although market value sensitivity analysis is widatcepted in identifying interest rate risk, iedaot take into consideration char
that may occur such as, but not limited to, chariggsvestment and financing strategies, changesarket spreads and changes in bus
volumes. Accordingly, we make extensive use ofamiags simulation model to further analyze ouelef interest rate risk.

There are a number of key assumptions in our egsrsimulation model. These key assumptions inctidages in market conditic
that affect interest rates, the pricing of ARM puots, the availability of investment assets andabailability and the cost of financing
portfolio assets. Other key assumptions made imgutsie simulation model include prepayment speadsi@anagement's investment, finan
and hedging strategies, and the issuance of neityetje typically run the simulation model undevariety of hypothetical business sceng
that may include different interest rate scenariifferent investment strategies, different prepapmpossibilities and other scenarios
provide us with a range of possible earnings outtoim order to assess potential interest rate Tisk.assumptions used represent our est
of the likely effect of changes in interest ratesl alo not necessarily reflect actual results. Témmiags simulation model takes into acce
periodic and lifetime caps embedded in our assedetiermining the earnings at risk.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Proceduré&/e maintain disclosure controls and proceduresatedesigned to ensure 1
information required to be disclosed in the reptineg we file or submit under the Securities ExdeAct of 1934, as amended, is recor
processed, summarized and reported within the ferods specified in the rules and forms of the SB@d that such information
accumulated and communicated to our managemergprsmiate to allow timely decisions regarding rieed disclosures. An evaluation v
performed under the supervision and with the pigsditon of our management, including our Chief Bxae Officer and Chief Financi
Officer, of the effectiveness of our disclosure trols and procedures (as defined in Rules 13a-1&ie) 15di5(e) under the Securit
Exchange Act of 1934, as amended) as of March @14.2Based upon that evaluation, our Chief Exeeutificer and Chief Financial Offic
concluded that our disclosure controls and proesiurere effective as of March 31, 2014.

Changes in Internal Control Over Financial Repogihere have been no changes in our internal coatret financial reportin
during the quarter ended March 31, 2014 that hastenally affected, or are reasonably likely to ematlly affect, our internal control ov
financial reporting.

PART Il. OTHER INFORMATION

ltem 1A. Risk Factors

There have been no material changes from the aisorfs disclosed in the "Risk Factors" sectionwfAnnual Report on Form 10-
K for the year ended December 31, 2013, filed With SEC on March 10, 2014

Item 6. Exhibits

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

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

NEW YORK MORTGAGE TRUST, INC

Date: May 8, 2014 By: /s/ Steven R. Mumma

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

Date: May 8, 2014 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 Yorirtgage Trust, Inc., as amended (Incorporated feyarce to Exhibit 3.
to the Company's Annual Report on Form 10-K filed\éarch 10, 2014 (File No. 001-32216)).

3.2 Bylaws of New York Mortgage Trust, Inc., as amenfledorporated by reference to Exhibit 3.2 to thepanys Annual Repo
on Form 10-K filed on March 4, 2011).

3.3 Articles Supplementary designating the Company®&% Series B Cumulative Redeemable Preferred Sfibek “Series |
Preferred Stock”) (Incorporated by reference toikixt8.3 of the Company’s Registration Statement-onm 8A filed on May
31, 2013).

4.1 Form of Common Stock Certificate. (Incorporatedréference to Exhibit 4.1 to the CompasRegistration Statement on F¢
S-11 as filed with the Securities and Exchange Csion (Registration No. 333-111668), effectiveel@d, 2004).

4.2(a) Junior Subordinated Indenture between The New YMidrtgage Company, LLC and JPMorgan Chase Bank,oNa
Association, as trustee, dated September 1, 200&rporated by reference to Exhibit 4.1 to the @any’s Current Report ¢
Form 8-K as filed with the Securities and Excha@genmission on September 6, 2005).

4.2(b) Parent Guarantee Agreement between New York Moetgemst, Inc. and JPMorgan Chase Bank, Nationabéiaton, a
guarantee trustee, dated September 1, 2005. (lmeigal by reference to Exhibit 10.1 to the Compa@yrrent Report on Foi
8-K as filed with the Securities and Exchange Cossion on September 6, 2005 (File No 001-32216)).

4.3(a) Junior Subordinated Indenture between The New YMidrtgage Company, LLC and JPMorgan Chase Bank,oRa
Association, as trustee, dated March 15, 2005 (parated by reference to Exhibit 4.3(a) to the Camys Quarterly Report
Form 10-Q filed on August 9, 2012 (File No. 001-32}.

4.3(b) Parent Guarantee Agreement between New York Moetgemst, Inc. and JPMorgan Chase Bank, Nationabdiaton, a
guarantee trustee, dated March 15, 2005. (Incorpaiiay reference to Exhibit 4.3(b) to the Compa@mrterly Report on Fot
10-Q filed on August 9, 2012 (File No. 001-32216)).
Certain instruments defining the rights of holdefsongterm debt securities of the Registrant and its slitases are omitte
pursuant to Item 601(b)(4)(iii) of RegulatiorK. The Registrant hereby undertakes to furnistheoSEC, upon request, copie
any such instruments.

4.4 Form of Certificate representing the Series B Rretk Stock. (Incorporated by reference to Exhib# 8f the Company’
Registration Statement on Form 8-A filed on May 2113).

10.1 Underwriting Agreement, dated as of January 7, 2B6%4nd among the Company, UBS Securities LLCcBgs Capital Inc.
and Credit Suisse Securities (USA), LLC. (Incorpedaby reference to Exhibit 1.1 to the Company’sr&ut Report on Form B-
filed on January 10, 2014 (File No. 001-32216)).

10.2 New York Mortgage Trust, Inc. 2013 Incentive Comgetion Plan (Incorporated by reference to Exhibiflto the Company
current report on Form-K as filed with the SEC on March 26, 2013 (File 961-32216)).

12.1 Statement re: Computation of Ratios.

31.1 Section 302 Certification of Chief Executive Office

31.2 Section 302 Certification of Chief Financial Office

32.1 Section 906 Certification of Chief Executive Offi@nd Chief Financial Officer.*

101.INS XBRL Instance Document **

101.SCH  Taxonomy Extension Schema Document **

101.CAL  Taxonomy Extension Calculation Linkbase Document **



101.DEF  Taxonomy Extension Definition Linkbase Document **

XBRL

Taxonomy Extension Label Linkbase Document **
101.LAB

Taxonomy Extension Presentation Linkbase Documént *
101.PRE

K%k

Furnished herewith. Such certification shall betdeemed “filed” for the purposes of Section lhe Securities Exchange Act of 1934, as
amended.

Submitted electronically herewith. Attached as Bikhil01 to this report are the following documefdsmatted in XBRL (Extensib
Business Reporting Language): (i) Condensed Catetelil Balance Sheets at March 31, 2014 and Dece®ibe2013; (ii) Condens
Consolidated Statements of Operations for the thresths ended March 31, 2014 and 2013; (iii) CosddnConsolidated Statement:
Comprehensive Income for the three months endedciMad, 2014 and 2013; (iv) Condensed Consolidatate®ent of Changes
Stockholders’Equity for the three months ended March 31, 204%;Gondensed Consolidated Statements of Cash Homthe thre
months ended March 31, 2014 and 2013; and (vi) Nimt€€ondensed Consolidated Financial Statements.
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Earnings:
Pretax income from continuing
operations
Fixed charges
Dividends distributed to
shareholders
Equity investee adjustment
Noncontrolling interest

Total Earnings

Fixed Charges:
Interest expense
Total Fixed Charges
Preferred stock dividends
Total Combined Fixed Charges and
Preferred Stock Dividends

Ratio of earnings to fixed charges

Ratio of earnings to combined fixed
charges and preferred stock divider

Deficiency related to ratio of earning
to fixed charges

Deficiency related to ratio of earning
to combined fixed charges and
preferred stock dividends

Ratio of Earnings to Fixed Charges
Ratio of Earnings to Combined Fixed Charges and Piferred Stock Dividends

For the Three
Months Ended

(dollars in thousands)

Exhibit 12.1

March 31, For the Years Ended December 31,
2014 2013 2012 2011 2010 2009

$ 25,74, $ 69,69: $ 29,10 $ 524: % 567C $ 10,88«
75,41 231,17¢ 105,92¢ 4,837 9,611 14,23¢
17,29t 61,30: 22,30 8,27( 8,10z 7,10¢
(239) (185) (39 174 (64) -
- - 97 (97) - -
$ 118,21( $ 361,98¢ $ 157,38¢ $ 18,07¢ $ 23,31¢ $ 32,22°
$ 75,41 $ 231,17¢ $ 105,92t $ 4837 $ 9,611 $ 14,23¢
75,41 231,17¢ 105,92¢ 4,831 9,611 14,23¢
1,457 3,56¢ - - - -
$ 76,86¢ $ 234,74t $ 105,92t $ 4837 $ 9,611 $ 14,23¢
1.57 1.57 1.4¢ 3.74 2.4% 2.2¢
1.54 1.5¢4 1.4¢ 3.74 2.4% 2.2¢

NA NA NA NA NA NA

NA NA NA NA NA NA



Exhibit 31.1

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

I, Steven R. Mumma, certify that:

1.

| have reviewed this quarterly report on Form 1@€the quarter ended March 31, 2014 of New Yorkfdage Trust, Inc.;

Based on my knowledge, this report does not com@ynuntrue statement of a material fact or omg#itéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls andgutores, or caused such disclosure controls aneguoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared;

(b) Designed such internal control over finaheporting, or caused such internal control direancial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and pesénthis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

(d) Disclosed in this report any change inrégistrant's internal control over financial refpog that occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeatf, the registrant's internal control over finahceporting; and

The registrant’s other certifying officer and Meadisclosed, based on our most recent evaluafiorieynal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the
equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: May 8, 2014

/sl Steven R. Mumma

Steven R. Mumma

Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.Z

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

I, Fredric S. Starker, certify that:

1.

| have reviewed this quarterly report on Form 1@€the quarter ended March 31, 2014 of New Yorkfdage Trust, Inc.;

Based on my knowledge, this report does not com@ynuntrue statement of a material fact or omg#itéde a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls andgutores, or caused such disclosure controls aneguoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made kno
to us by others within those entities, particulahlying the period in which this report is beingpared;

(b) Designed such internal control over finaheporting, or caused such internal control direancial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and pesénthis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

(d) Disclosed in this report any change inrégistrant's internal control over financial refpog that occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeatf, the registrant's internal control over finahceporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationterhal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the
equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

(b) Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant
internal control over financial reporting.

Date: May 8, 2014

/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 Yddflortgage Trust, Inc., (the “Company”) on Form 1Ga@the quarter ended March 31,
2014, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), the usid@ed hereby certifies, pursuant to 18
U.S.C. 8§ 1350, as adopted pursuant to section B &Sarbanes-Oxley Act of 2002, that:

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

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

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

Date: May 8, 2014
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: May 8, 2014
/sl Fredric S. Starker
Fredric S. Starker
Chief Financial Officer
(Principal Financial and Accounting Officer)




