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

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

June 30, December 31,
2014 2013
ASSETS (unaudited)

Investment securities, available for sale, atfalue (including pledged securities of $733,162 and

$853,223, respectively) $ 889,22( % 912,44:
Investment securities, available for sale, at¥alue held in securitization trusts 104,29: 92,57¢
Residential mortgage loans held in securitizatiasts (net) 156,12¢ 163,23
Distressed residential mortgage loans held in g&gation trusts (net) 233,07¢ 254,72!
Multi-family loans held in securitization trustg,fair value 8,389,08 8,111,02.
Derivative assets 207,30t 197,59(
Cash and cash equivalents 71,13 31,79¢
Receivables and other assets 187,82 135,28t
Total Assets(1) $ 10,238,06 $ 9,898,67!

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 668,42( $ 791,12¢
Residential collateralized debt obligations 151,09 158,41(
Multi-family collateralized debt obligations, atifaalue 8,114,271 7,871,021
Securitized debt 294,31 304,96
Derivative liabilities 3,14( 1,43z
Payable for securities purchased 204,58( 191,59:
Accrued expenses and other liabilities (includiBg4and $951 to related parties, respectively) 62,98¢ 54,46¢
Subordinated debentures 45,00( 45,00(
Total liabilities (1) 9,543,811 9,418,00!
Commitments and Contingencies
Stockholders' Equity:
Preferred stock, $0.01 par value, 7.75% SeriesrmButative redeemable, $25 liquidation preference

share, 3,450,000 shares authorized, 3,000,000ssisareed and outstanding as of June 30, 2014

December 31, 2013. 72,39 72,397
Common stock, $0.01 par value, 400,000,000 shatbe@zed, 90,684,546 and 64,102,029 shares

issued and outstanding as of June 30, 2014 andhidexe31, 2013, respectively 907 641
Additional paid-in capital 590,66t 404,55!
Accumulated other comprehensive income 23,62( 3,07:
Retained earnings 6,65¢ -
Total stockholders' equity 694,24 480,66t
Total Liabilities and Stockholders' Equity $ 10,238,06. $ 9,898,67:

(1) Our condensed consolidated balance sheetsdmelssets and liabilities of consolidated variafterest entities ("VIES") as the Company is
primary beneficiary of these VIEs. As of June 3012 and December 31, 2013, assets of consolidatied ttaled $8,942,214 and $8,665,¢
respectively, and the liabilities of consolidatelEY totaled $8,589,402 and $8,365,345, respectiBdg Note 7 for further discussion.

The accompanying notes are an integral part oftinsolidated financial statements.




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

For the Three Months
Ended June 30,

For the Six Months
Ended June 30,

2014 2013 2014 2013
INTEREST INCOME:
Investment securities and other $ 14,19: $ 10,55 $ 29,157 % 21,61¢
Multi-family loans held in securitization trusts 75,50: 54,48¢ 150,44! 99,80:
Distressed residential mortgage loans 4,85¢ 2,55( 9,201 3,98¢
Residential mortgage loans held in securitizatiasts 99¢ 1,22¢ 1,98: 2,53¢
Total interest incom 95,54¢ 68,81¢ 190,78t 127,94!
INTEREST EXPENSE
Investment securities and other 1,402 1,81¢ 2,87 3,44
Multi-family collateralized debt obligations 69,11( 50,24¢ 137,85 91,90¢
Residential collateralized debt obligations 22¢ 27¢ 468 57€
Securitized debt 4,45¢ 2,104 8,961 4,19¢
Subordinated debentures 46€ 46€ 92t 93t
Total interest expens 75,66¢ 54,917 151,07¢ 101,06:
NET INTEREST INCOME 19,88: 13,89¢ 39,70¢ 26,88
OTHER INCOME (EXPENSE)
Provision for loan losses (663) (384) (1,152 (667)
Realized gain (loss) on investment securities atated hedges, net 1,32t (8,490 3,36¢ (11,657)
Realized gain on distressed residential mortgageslo 41¢€ 43t 8,64: 571
Unrealized (loss) gain on investment securitiesratated hedges, net (1,297 2,057 (3,027) 4,51
Unrealized gain on mulfamily loans and debt held in securitization try
net 20,01¢ 8,981 24,94t 16,03:
Other income (including $121, $41, $263 and $6énfrelated parties,
respectively) 20¢ 23t 713 50z
Total other incom: 20,01 2,83¢ 33,48¢ 9,29¢
Base management and incentive fees (including 918654, $2,219 anc
$1,321 tcrelated parties, respectivel 3,86¢ 1,687 7,644 3,24%
Expenses related to distressed residential mortigags 1,215 1,115 2,42¢ 1,56¢€
Other general and administrative expenses (inctugiih $162, $80 and
$369 to relateparties, respectively 2,494 1,84( 5,06 3,771
Total general, administrative and other expel 7,571 4,64¢ 15,13¢ 8,57¢
INCOME FROM OPERATIONS BEFORE INCOME TAXE 32,317 12,08¢ 58,05¢ 27,60
Income tax expens 53¢ 18¢ 3,56¢ 32C
NET INCOME 31,77¢ 11,90( 54,49( 27,28:
Preferred stock dividenc 1,45¢ 662 2,90¢ 662
NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDERS $ 30,32¢ 3 11.23¢ 3 51,58 % 26,62
Basic income per common sh: $ 034 $ 0.1¢ $ 0.6: $ 0.4¢
Diluted income per common she $ 034 $ 01¢ $ 0.6: $ 0.4¢
Dividends declared per common sh $ 027 $ 027 $ 054 § 0.54
Weighted average shares outstan-basic 89,68¢ 58,95¢ 82,13, 04,31
Weighted average shares outstan-diluted 89,68t 58,95¢ 82,13. 54,31:

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




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

(unaudited)
For the Three Months For the Six Months
Ended June 30, Ended June 30,
2014 2013 2014 2013
NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢ $ 30,32¢ $ 11,23t $ 51,58¢ $ 26,62:
OTHER COMPREHENSIVE INCOME
Increase (decrease) in net unrealized gain onadblaifor sale securitie 13,42% (20,52 21,871 (20,329
(Decrease) increase in fair value of derivativérumaents utilized for cas
flow hedges (1,20)) 4,21¢ (1,330 4,89¢
OTHER COMPREHENSIVE INCOME (LOSS) 12,22¢ (16,30) 20,547 (15,43
COMPREHENSIVE INCOME (LOSS) ATTRIBUTABLE TO COMMON
STOCKHOLDERS $ 42,55. $ (5,069 $ 72,13. % 11,19(

The accompanying notes are an integral part oftinsolidated 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, 20 $ 641 $ 72,397 $ 404,55¢ $ - % 3,07 $ 480,66t
Net income - - - 54,49( - 54,49(
Stock issuance, net 26€ - 186,11: - 186,37
Dividends declared - - (47,83) - (47,837
Increase in net unrealized gain on
available for sale securitit - - - - 21,87: 21,87
Decrease in fair value of derivative
instruments utilized for cash flow
hedges - - - - (1,330 (1,330
Balance, June 30, 20: $ 907 $ 72,397 $ 590,66t $ 6,65¢ $ 23,62( $ 694,24

The accompanying notes are an integral part oftinsolidated financial statements.




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

(Dollar amounts in thousands)
(unaudited)

Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Net amortization
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 loans and debt held in multiifasecuritization trusts
Net decrease in loans held for sale
Provision for loan losses
Income from investments in limited partnerships kmited liability companies
Distributions of income from investments in limitpdrtnership and limited liability companies
Amortization of stock based compensation, net
Changes in operating assets and liabilities:
Receivables and other ass
Accrued expenses and other liabilities and accexpénses, related parti
Net cash provided by operating activit

Cash Flows from Investing Activities:
Restricted cash
Proceeds from sales of investment securities
Purchases of investment securities
Return of capital from investments in limited paitships and limited liability companies
Purchases of other assets
Funding of mezzanine loan and preferred equitystments
Proceeds from mortgage loans held for investment
Net receipts on other derivative instruments sgttiering the period
Principal repayments received on residential mgetidaans held in securitization trusts

Principal repayments and proceeds from sales dimaneing of distressed residential mortgage I¢

Principal repayments received on multi-family lodwe$d in securitization trusts
Principal paydowns on investment securities - abdd for sale
Purchases of distressed residential mortgage loans
Purchases of loans held in multi-family securifi@atrusts
Net cash provided by (used in) investing activi

Cash Flows from Financing Activities:
(Payments) proceeds of financing arrangements
Common stock issuance
Preferred stock issuance
Costs associated with common stock and preferossk s$$sued
Dividends paid on common stock
Dividends paid on preferred stock
Payments made on residential collateralized deligatinns
Payments made on multi-family collateralized deiiigations
Payments made on securitized debt

Net cash (used in) provided by financing activi

Net Increase in Cash and Cash Equivalent

Cash and Cash Equivalent- Beginning of Period

Cash and Cash Equivalent- End of Period

Supplemental Disclosure
Cash paid for intere:
Cash paid for income tax

For the Six Months Ended

June 30,
2014 2013

$ 54,49( $ 27,28:
(1,61%) 8,59¢
(3,369 11,65
(8,647%) (571)
3,027 (4,519
(24,94%) (16,037

24 334

1,152 667

(727) -

85¢ -

667 51¢&
(5,585 (6,577)
1,15¢ 6,80/
16,497 28,16
(32,665 15,18¢

- 1,25¢
(20,279 (60,499

- 13€

(77) -
(12,549 (1,997

- 18
3,68¢ (8,437

7,21z 9,74z
48,08¢ 1,89¢
33,66¢ 29,87:
45,48¢ 70,29:
(20,109 (132,379
- (41,23Y
52,48( (116,149
(122,69) 6,01¢
186,08: 98,17

- 72,63’
(371) (490)
(37,736 (26,87%)
(2,90€) -
(7,340 (9,97%)
(33,669 (29,867)
(11,009) (15%)
(29,642 109,47.
39,33t 21,49(
31,79¢ 31,77

$ 71,13! % 53,26
$ 176,89 $ 118,16¢
$ 451¢ % 39C




Non-Cash Investment Activities:
Purchase of investment securities not yet se

$
Consolidation of mul-family loans held in securitization trus $ -
Consolidation of mul-family collateralized debt obligatior $

Non-Cash Financing Activities:

Dividends declared on common stock to be paid bssquent perio $ 24,48t
Dividends declared on preferred stock to be paslimsequent peric $

204,58 $ 238,44(
$ 1,700,86!

- $ 1,659,633

$ 17,21«

145 $ 662

The accompanying notes are an integral part oftinsolidated financial statements.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2014

(unaudited)
1. Organization

New York Mortgage Trust, Inc., together with itsneolidated subsidiaries (‘NYMT,” the “Company,” “We'our” and “us”), is a ree
estate investment trust, or REIT, in the busindsacquiring, investing in, financing and managingmarily mortgagerelated assets and finan
assets. Our objective is to manage a portfolioneestments that will deliver stable distributiors dur stockholders over diverse econc
conditions. We intend to achieve this objectiveotltygh a combination of net interest margin and eatized capital gains from our investrr
portfolio. Our portfolio includes investments in rtgage-related and financial assets, including irfiathily CMBS, direct financing to owners
multi-family properties through mezzanine loans and prefe equity investments, residential mortgage lpansluding loans sourced frc
distressed markets, Agency RMBS consisting of firete, adjustable-rate and hybrid adjustable- RMBS and Agency 10s consisting of inte
only and inverse interest-only RMBS that represgieatright to the interest component of the casi fimm a pool of mortgage loans.

The Company conducts its business through the paoenpany, NYMT, and several subsidiaries, inclgdspecial purpose subsidial
established for residential loan and CMBS secuatitin purposes, taxable REIT subsidiaries ("TR&sit) qualified REIT subsidiaries ("QRS:
The Company consolidates all of its subsidiariedenmgenerally accepted accounting principles inthied States of America (“GAAP”).

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

2. Summary of Significant Accountingolicies

Definitions — The following defines certain of the commonly digerms in these financial statements: “RMB8fers to residenti
adjustable-rate, hybrid adjustable-rate, fixed;ratgerest only and inverse interest only and ppalconly mortgage-backed securitiegidency
RMBS" refers to RMBS representing interests in or obidgyest backed by pools of mortgage loans issued aragiieed by a federally charte
corporation (“GSE”), such as the Federal Nationaltgage Association (“Fannie Mae”) or the Federairtd Loan Mortgage CorporationHfeddie
Mac”), or an agency of the U.S. government, sucthasGovernment National Mortgage Association (‘f@nMae”); “non-Agency RMBS'tefer:
to RMBS backed by prime jumbo mortgage loans; “I@dg&rs collectively to interest only and inverseerest only mortgagkacked securities tr
represent the right to the interest component efdash flow from a pool of mortgage loans; “POdere to mortgagdacked securities tr
represent the right to the principal componenthefdash flow from a pool of mortgage loans; “Agei@g” refers to an 10 that represents the 1
to the interest component of the cash flows fromoal of residential mortgage loans issued or gueethby a GSE or an agency of the
government; “ARMSs” refers to adjustable-rate resithld mortgage loans; “Agency ARMs” refers to AggrRMBS comprised of adjustabitate
and hybrid adjustable-rate RMBS; “multi-family CMB&fers to commercial mortgadeacked securities backed by commercial mortgagesloe
multi-family properties, as well as 10 or PO securittest represent the right to a specific componenhefcash flow from a pool of commer:
mortgage loans; and “CLO” refers to collateraliteah obligations.

Basis of Presentatior The accompanying condensed consolidated balanet akeof December 31, 2013 has been derived
audited financial statements. The accompanyingdeosed consolidated balance sheet as of June 3@, 20e accompanying conden
consolidated statements of operations for the tlred six months ended June 30, 2014 and 2013, dt@mganying condensed consolid:
statements of comprehensive income for the threk sin months ended June 30, 2014 and 2013, themganoying condensed consolide
statement of changes in stockholderguity for the six months ended June 30, 2014 hacatcompanying condensed consolidated statemt
cash flows for the six months ended June 30, 2042813 are unaudited. In our opinion, all adjestta (which include only normal recurr
adjustments) necessary to present fairly the Cogipdimancial position, results of operations anchdémws have been made. Certain informe
and footnote disclosures normally included in ficiahstatements prepared in accordance with GAAR lhh&en condensed or omitted in accord
with Article 10 of Regulation S-X and the instrats to Form 16Q. These condensed consolidated financial statsmsrould be read
conjunction with the audited consolidated finanattements and notes thereto included in our AnReport on Form 1@ for the year ende
December 31, 2013, as filed with the U.S. Securitied Exchange Commission (“SECThe results of operations for the three and six tim
ended June 30, 2014 are not necessarily indicafitlee operating results for the full year.




The accompanying condensed consolidated finantzisrments have been prepared on the accrual Basisaunting in accordance w
GAAP. The preparation of financial statements infoomity with GAAP requires management to makengates and assumptions that affect
reported amounts of assets and liabilities andatisce of contingent assets and liabilities atdhte of the financial statements and the rep
amounts of revenues and expenses during the negqguériod. Although the Compamyestimates contemplate current conditions and i
expects them to change in the future, it is redasignpossible that actual conditions could be défgrthan anticipated in those estimates, w
could materially impact the Compasyresults of operations and its financial conditilanagement has made significant estimates irrakeaeeas
including valuation of its CMBS investments, mdlimily loans held in securitization trusts and matdmily CDOs, as well as, income recogni
on distressed residential mortgage loans purchatsadliscount.

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

Principles of Consolidation and Variable Intereshtiies — The accompanying condensed consolidated finantéérsents of tr
Company include the accounts of all its subsid&ridich are majority-owned, controlled by the Compar a variable interest entity (“VIE”
where the Company is the primary beneficiary. sighificant intercompany accounts and transactimve been eliminated in consolidation.

A VIE is an entity that lacks one or more of theuctteristics of a voting interest entity. A ViEdefined as an entity in which eqt
investors do not have the characteristics of arotiimg financial interest or do not have sufficiequity at risk for the entity to finance its adtiies
without additional subordinated financial suppadnfi other parties. The Company consolidates awtien it is the primary beneficiary of st
VIE. As primary beneficiary, it has both the powerdirect the activities that most significantlygact the economic performance of the VIE a
right to receive benefits or absorb losses of thiiyethat could be potentially significant to tNeéE. The Company is required to reconside
evaluation of whether to consolidate a VIE eaclortypg period, based upon changes in the factcaodmstances pertaining to the VIE.

Investment Securities Available for Sal@he Company's investment securities, where thevire option has not been elected
which are reported at fair value with unrealizethgaand losses reported in Other ComprehensiveriacOCI”), include Agency RMBS, non-
Agency RMBS and CLOs. The Company has electedaihealue option for its Agency 10s, which measutamrealized gains and losses thrc
earnings in the accompanying condensed consolidgttgdments of operations. The fair value optiors wkected for Agency IO mitigate
earnings volatility by better matching the accoogtior these investment securities with the relatedvative instruments which are ragsignate
as hedging instruments for accounting purposed) wiirealized gains and losses recognized throughinga in the accompanying conder
consolidated statements of operations within then&g 10 portfolio.

Our investment securities are classified as auailédr sale securities. Realized gains and lossesrded on the sale of investnr
securities available for sale are based on theifgpa@tentification method and included in realizgdin (loss) on investment securities and re
hedges in the accompanying condensed consoliddtéements of operations. Purchase premiums or whigsoon investment securities
amortized or accreted to interest income over ttenated life of the investment securities using #ffective yield method. Adjustments
amortization are made for actual prepayment agtivit

The Company accounts for debt securities that fahégh credit quality (generally those rated AAlmtter by a Nationally Recogniz
Statistical Rating Organization, or NRSRO), at dafteacquisition in accordance with Accounting Stami$ Codification (“ASC”) 32@0. The
Company accounts for debt securities that are hbtgh credit quality (i.e., those whose risk ofsois less than remote) or securities that c:i
contractually prepaid such that we would not recang initial investment at the date of acquisitioraccordance with ASC 3249. The Compar
considers credit ratings, the underlying credik @®d other market factors in determining whetther debt securities are of high credit qus
however, securities rated lower than AA or an egleint rating are not considered of high credit ipand are accounted for in accordance
ASC 32540. If ratings are inconsistent among NRSROs, the@any uses the lower rating in determining whethersecurities are of high cre
quality.




The Company assesses its impaired securities temstt a quarterly basis and designates such impatsras either “temporangr
“other-than-temporary” by applying the guidancesprébed in ASC Topic 32@0. When the fair value of an investment secustyess than i
amortized cost as of the reporting balance sheet thee security is considered impaired. If thenPany intends to sell an impaired security, 0f
more likely than not that it will be required tollsthe impaired security before its anticipatedaesry, then it must recognize an other-than-
temporary impairment through earnings equal toaigre difference between the investmerdgmortized cost and its fair value as of the lz
sheet date. If the Company does not expect toaselbther-than-temporarily impaired security, orthe tportion of the other-thaemporar
impairment related to credit losses is recognizedugh earnings with the remainder recognized asnaponent of other comprehensive inc
(loss) on the accompanying condensed consolideadhde sheets. Impairments recognized through athprehensive income (loss) do
impact earnings. Following the recognition of ahestthantemporary impairment through earnings, a new castshis established for the secu
which may not be adjusted for subsequent recoveritsr value through earnings. However, othemttemporary impairments recognized thro
earnings may be accreted back to the amortizedbasis of the security on a prospective basis tiiranterest income. The determination &
whether an other-than-temporary impairment existd, af so, the amount considered other-themporarily impaired is subjective, as s
determinations are based on both factual and stilgaoformation available at the time of assessnasnvell the Compang’estimates of the futt
performance and cash flow projections. As a rethdttiming and amount of other-th&emporary impairments constitute material estimttasar
susceptible to significant change.

In determining the othdahan temporary impairment related to credit lo§sesecurities that are not of high credit qualitye Compan
compares the present value of the remaining castsfexpected to be collected at the purchase datiagt date previously revised) against
present value of the cash flows expected to bec®itl at the current financial reporting date. Teenpany considers information available a
the past and expected future performance of undegrimortgage loans, including timing of expectetufa cash flows, prepayment rates, de
rates, loss severities and delinquency rates.

Investment Securities Available for Sale Held inu8iéization Trusts— The Companyg investment securities available for sale he
securitization trusts are comprised of midtinily CMBS consisting of PO securities that représthe first loss tranche of the securitizatiamsn
which they were issued, or “first loss tranche’fjrat loss tranche floating rate security and dert®s issued from four Freddie Maponsore
multi-family K-Series securitizations. These securities arerteghat fair value with unrealized gains and lossgmorted in OCI. Realized ga
and losses recorded on the sale of investmentiieswavailable for sale held in securitizationstauare based on the specific identification me
and included in realized gain (loss) on sale ofigges and related hedges in the accompanyingermset consolidated statements of opera
Purchase premiums or discounts are amortized @etaccto interest income over the estimated lifghefinvestment securities using the effec
yield method.

Residential Mortgage Loans Held in Securitizatiamsts — Residential mortgage loans held in securitizatiusts are comprised
certain ARM loans transferred to Consolidated Vikat have been securitized into sequentially rategses of beneficial interests. The Com|
accounted for these securitization trusts as fimgscwhich are consolidated into the Companfihancial statements. Residential mortgage |
held in securitization trusts are carried at thipaid principal balances, net of unamortized poemdr discount, unamortized loan origination ¢
and allowance for loan losses. Interest incoma@ued and recognized as revenue when earneddamrto the terms of the mortgage loans
when, in the opinion of management, it is colldetiihe accrual of interest on loans is discontihwéien, in managemeastbpinion, the interest
not collectible in the normal course of business, ibh no case when payment becomes greater thata@d delinquent. As of June 30, 2014
December 31, 2013, there were 24 and 31 loansectsgely, on a nonaccrual basis with an unpaidqypa balance of approximately $14.4
$19.1 million, respectively. Loans return to actstatus when principal and interest become cumadtare anticipated to be fully collectible.

We establish an allowance for loan losses basethamagement's judgment and estimate of credit lasbesent in our portfolio «
residential mortgage loans held in securitizatiarsts. Estimation involves the consideration ofioiss creditrelated factors, including but r
limited to, macro-economic conditions, current hogsmarket conditions, loan-tealue ratios, delinquency status, historical créus severit
rates, purchased mortgage insurance, the borroewgrent economic condition and other factors debtoevarrant consideration. Additionally,
look at the balance of any delinquent loan and @mphat to the current value of the collateraizomoperty. We utilize various home valua
methodologies including appraisals, broker pricipgnions, internebased property data services to review comparablgepties in the same a
or consult with a realtor in the property's area.

Acquired Distressed Residential Mortgage LoarBistressed residential mortgage loans held in #&ation trusts are comprised
pools of fixed and adjustable rate residential gege loans acquired by the Company at a discobat i& due, in part, to the credit quality of
borrower). Distressed residential mortgage loard hesecuritization trusts are distressed residembortgage loans transferred to Consolid
VIEs that have been securitized into beneficiariests. The Company accounted for these secuntiziatists as financings which are consolid
into the Company’s financial statements.

The Company considers the purchase price for tlygiead distressed residential mortgage loans tatbfair value at the date
acquisition. These acquired distressed residemiiatgage loans were initially recorded at fair eaith no allowance for loan losses.






Acquired distressed residential mortgage loans hlaat evidence of deteriorated credit quality ajuigition are accounted for uni
ASC Subtopic 310-30, "Loans and Debt Securitiesufvegl with Deteriorated Credit Quality" ("ASC 310°3. Under ASC 3180, the acquire
loans may be accounted for individually or aggredaand accounted for as a pool of loans if the ddaging aggregated have common
characteristics. A pool is accounted for as a siagiset with a single composite interest rate arabgregate expectation of cash flows. Once a
is assembled, it is treated as if it was one leampfirposes of applying the accounting guidance.

Under ASC 310-30, the excess of cash flows expeotée collected over the carrying amount of thenk referred to as thaccretabl
yield,” is accreted into interest income over the life kg toans in each pool or individually using a leylld methodology. Accordingly, o
acquired distressed residential mortgage loansuated for under ASC 3180 are not subject to classification as nonacalassification in th
same manner as our residential mortgage loanswhet not distressed when acquired by us. Rath&rest income on acquired distres
residential mortgage loans relates to the accretgibld recognized at the pool level or on an iidlial loan basis, and not to contractual inte
payments received at the loan level. The differdyeteveen contractually required principal and ie¢¢payments and the cash flows expected
collected, referred to as the “nonaccretable difiee,”includes estimates of both the impact of prepaymant expected credit losses over the
of the individual loan, or the pool (for loans gpad into a pool) .

The Company monitors actual cash collections agé@mexpectations, and revised cash flow estimatesgprepared as necessary. T
estimates incorporate assumptions regarding defatds, loss severities, value of the underlyire) estate securing the loans, the amountt
timing of prepayments and other factors that réfteencurrent market conditions. A decrease in expectsdh ¢dlows in subsequent periods 1
indicate that the loan pool or individual loan agplicable, is impaired thus requiring the estdipfient of an allowance for loan losses by a cha
the provision for loan losses. An increase in etgécash flows in subsequent periods initially @uany previously established allowance for
losses by the increase in the present value of ftask expected to be collected, and results iacalculation of the amount of accretable yielc
the loan pool. The adjustment of accretable yield th an increase in expected cash flows is aceduiot prospectively as a change in estin
The additional cash flows expected to be colleces reclassified from the nonaccretable differetocéhe accretable yield, and the amour
periodic accretion is adjusted accordingly over tlmaining life of the loans in the pool or indival loan, as applicable The impacts of (
prepayments, (ii) changes in variable intereststaded (iii) any other changes in the timing of ented cash flows are recognized prospective
adjustments to interest income.

An acquired distressed residential mortgage loay Inearesolved either through receipt of paymenfuihor in part) from the borrowe
the sale of the loan to a third party, or forectesof the collateral. For acquired distressed mtidl mortgage loans held in pools, in the evédra
sale of the loan, a gain or loss on sale is re@aghand reported based on the difference betweesalles proceeds and the carrying amount «
acquired distressed residential mortgage loanhéncase of a foreclosure, an individual loan isaesd from the pool at the fair value of
underlying collateral less costs to sell. For loaatisfied by payment in full, the loan is removesm the pool. The Company uses the spe
allocation method for the removal of loans as thireated cash flows and related carrying amountetwh individual loan are known. In th
cases, the remaining accretable yield is unaffeatetlany material change in remaining effectivédygaused by the removal of the loan from
pool is addressed by the assessment of the estimate of cash flows for teégrospectively. Acquired distressed residentiatigage loans subje
to modification are not removed from the pool eifaghose loans would otherwise be considered tredlolebt restructurings because the pool
not the individual loan, represents the unit ofcact.

For individual loans not accounted for in poolstthee sold or satisfied by payment in full, a gainloss on sale is recognized
reported based on the difference between the padeseds and the carrying amount of the acquirgtledised residential mortgage loan. In the
of a foreclosure, the loss is recognized if theyiag value exceeds the fair value of the colldtéess costs to sell). A gain is not recognizethé
fair value of collateral (less costs to sell) extethe carrying value.

Multi-Family Loans Held in Securitization Trusts Multi-family loans held in securitization trustse comprised of mulfiamily
mortgage loans held in six Freddie Mac-sponsoretti-fiaunily K-Series securitizations (the “Consoltdd K-Series”)as of June 30, 2014 ¢
December 31, 2013. Based on a number of factorgjetermined that we were the primary beneficiareath VIE within the Consolidated K-
Series, met the criteria for consolidation and,oadinigly, have consolidated these Freddie Mac-speas multi-family KSeries securitizatior
including their assets, liabilities, income and exges in our financial statements. The Companyeleded the fair value option on each of
assets and liabilities held within the Consolidate8eries, which requires that changes in valuatiorthé assets and liabilities of the Consolid
K-Series be reflected in the Company's accompanyinmglensed consolidated statement of operationdiea€bdmpany believes this accoun
treatment more accurately and consistently refiget®sults of operations.
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Interest income is accrued and recognized as revehen earned according to the terms of the moeté@ans and when, in the opin
of management, it is collectible. The accrual @éiast on loans is discontinued when, in managémeptnion, the interest is not collectible in
normal course of business, but in no case when eal/becomes greater than 90 days delinquent. Lredms to accrual status when principal
interest become current and are anticipated tallhedollectible.

Mezzanine Loan and Preferred Equity Investmeriie Company invests in mezzanine loans and prefemeity of entities that ha
significant real estate assets. The mezzanineiosecured by a pledge of the borrower’s equity enship in the propertyJnlike a mortgage, th
loan does not represent a lien on the propertytefbie, it is always junior and subordinate to &irst-lien as well as second liens, if applicable
the property. These loans are senior to any pexfeequity or common equity interests. Purchasémmezzanine loans benefit from a righ
foreclose on the ownership equity in a more effitimanner than senior mortgage debt.

A preferred equity investment is an equity invesitria the entity that owns the underlying properBreferred equity is not securec
the underlying property, but holders have prioréiative to common equity holders on cash flowribstions and proceeds from capital event
addition, preferred equity holders may be able nba@ce their position and protect their equity posiwith covenants that limit the entity’
activities and grant the holder the exclusive rightontrol the property after an event of default.

Mezzanine loans and preferred equity investmenitgrevthe risks and payment characteristics arevalgumit to mezzanine loans,
accounted for as loans held for investment andsttied at unpaid principal balance, adjusted fgrwaramortized premium or discount, defe
fees or expenses, net of valuation allowancesaamdncluded in receivables and other assets. atliieete or amortize any discounts or prem
over the life of the related loan receivable uiilizthe effective interest method or straight Imethod, if the result is not materially differelie
evaluate the collectibility of both interest andihpipal of each of our loans, if circumstances waatyto determine whether they are impaired. A
is impaired when, based on current information evehts, it is probable that we will be unable tbemb all amounts due according to the exis
contractual terms. When a loan is impaired, thewarhof the loss accrual is calculated by compatirgcarrying amount of the investment to
estimated fair value of the loan or, as a practsgledient, to the value of the collateral if thar is collateral dependent.

Mezzanine loans and preferred equity investmentrevthe risks and payment characteristics are alguivto an equity investment
accounted for using the equity method of account8ee “Investment in Limited Partnership and Limited LlapiCompanies for a description ¢
our accounting policy for Investments in LimitedrtRarships and Limited Liability Companies. The meezne loans and preferred eq
investments are included in receivables and otbssta.

Mortgage Loans Held for InvestmentMortgage loans held for investment are stated gaighprincipal balance, adjusted for
unamortized premium or discount, deferred feesxpepses, net of valuation allowances, and are diecliin receivables and other assets. Ini
income is accrued on the principal amount of trenlbased on the loancontractual interest rate. Amortization of premsuand discounts
recorded using the effective yield method. Inteiesbme, amortization of premiums and discounts prgphayment fees are reported in inte
income. A loan is considered to be impaired wheis jirobable that based upon current informatioth events, the Company will be unabl
collect all amounts due under the contractual teofthe loan agreement. Based on the facts andimstances of the individual loans be
impaired, loan specific valuation allowances araldished for the excess carrying value of the loaer either: (i) the present value of expe
future cash flows discounted at the loan’s origigfééctive interest rate, (ii) the estimated faatue of the loars underlying collateral if the loan
in the process of foreclosure or otherwise colidtdependent, or (iii) the loan’s observable mapkéte.

Investments in Limited Partnership and Limited lilish Companies— In circumstances where the Company has acootrolling
interest but either owns a significant interesisaable to exert influence over the affairs of #meerprise, the Company utilizes the equity metbi
accounting. Under the equity method of accountiheg, initial investment is increased each period ddditional capital contributions anc
proportionate share of the entity’s earnings ofered return and decreased for cash distributiorsa proportionate share of the ensitidsse:
Where the Company is not required to fund addifitosses, the Company does not continue to red¢smdroportionate share of the entitybsse
such that its investment balance would go below.zer

Management periodically reviews its investmentsifigpairment based on projected cash flows fromethitity over the holding peric
When any impairment is identified, the investmeares written down to recoverable amounts.
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Cash and Cash EquivalentsCash and cash equivalents include cash on handjrasndue from banks and overnight deposits.
Company maintains its cash and cash equivalerfighly rated financial institutions, and at timbsse balances exceed insurable amounts.

Receivables and Other AssetReceivables and other assets as of June 30, 2@1Besember 31, 2013 include restricted cash he
third parties of $76.7 million and $44.1 milliorespectively. Included in restricted cash is $48iion and $30.4 million held in our Agency
portfolio to be used for trading purposes and $13illon and $10.2 million held by counterparties @llateral for hedging instruments as of .
30, 2014 and December 31, 2013, respectively. Wslnded in receivable and other assets is $20ldbmiand $3.3 million in restricted cash h
in trust relating to our securitized debt transatti as of June 30, 2014 and December 31, 2013 atdsgly. Interest receivable on muléimily
loans held in securitization trusts is also incllide the amounts of $29.1 million and $30.2 millias of June 30, 2014 and December 31, @
respectively.

Financing Arrangements, Portfolio Investment¥he Company finances the majority of its Agency RMBurchases using repurch
agreements. Under a repurchase agreement, aniesadd to a counterparty to be repurchased aitwrdf date at a predetermined price, w
represents the original sales price plus inter€ee Company accounts for these repurchase agréeaefinancings under ASC 860ansfers an
Servicing. Under ASC 860, for these transactions to beedeas financings, they must be separate transactind not linked. If the Compe
finances the purchase of its securities with relpase agreements with the same counterparty fromhwthie securities are purchased and
transactions are entered into contemporaneousty @ayntemplation of each other, the transactioespaesumed under GAAP to be part of the ¢
arrangement, or a "Linked Transaction," unlessagertriteria are met. None of the Compansepurchase agreements are accounted for as
transactions because they met the applicableieriteaccordance with ASC 860-10-40.

Residential Collateralized Debt Obligations (“Residial CDOs”) — We use Residential CDOs to permanently financeresidentie
mortgage loans held in securitization trusts. kuarfcial reporting purposes, the ARM loans held@kteral are recorded as assets of the Con
and the Residential CDOs are recorded as the Corrpdabt. The Company has completed four securiizatsince inception. The first three w
accounted for as a permanent financing while thetfioivas accounted for as a sale and accordirghgti included in the Comparsyaccompanyir
condensed consolidated financial statements .

M ulti-Family Collateralized Debt Obligations (“MtitFamily CDOs”) — We consolidated the ConsolidatedSkries including the
debt, referred to as Multi-Family CDOs, in our ficéal statements. The Multi-Family CDOs permanefitipnce the multfamily mortgage loar
held in the Consolidated Keries securitizations. For financial reportinggmses, the loans held as collateral are recordedssts of the Compe
and the Multi-Family CDOs are recorded as the Camisadebt. We refer to both the Residential CDOg Ehulti-Family CDOs as CDOs in tt
report.

Securitized Debt Securitized Debt represents thpdrty liabilities of Consolidated VIEs and excludiedilities of the VIEs acquired |
the Company that are eliminated on consolidatiome Tompany has entered into several financing adions that resulted in the Comp
consolidating as VIEs the special purpose entitiee “SPEs”)that were created to facilitate the transactiond mnwhich underlying assets
connection with the financing were transferred. Tmnpany engaged in these transactions primarigbtain permanent or longer term financ
on a portion of its multi-family CMBS and acquirdidtressed residential mortgage loans.

Costs related to issuance of securitized debt wimclude underwriting, rating agency, legal, acamgand other fees are reflectec
deferred charges. Such costs are included onahg&nys accompanying condensed consolidated balancessheeteivables and other asse
the amount of $3.3 million and $4.1 million as ah& 30, 2014 and December 31, 2013, respectivélgsd deferred charges are amortized
adjustment to interest expense using the effeattezest method, or straight line-method, if theuteis not materially different.

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

Derivative instruments contain an element of riskhie event that the counterparties may be unabieeet the terms of such agreems

The Company minimizes its risk exposure by limitthg counterparties with which it enters into caaots to banks and investment banks who
established credit and capital guidelines.
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The Company invests in To-Be-Announced securiti@8As”) through its Agency IO portfolio. TBAs areofwardsettling purchasi
and sales of Agency RMBS where the underlying poblmortgage loans are “To-Be-AnnouncedPlrsuant to these TBA transactions, we agr
purchase or sell, for future settlement, Agency FBViBith certain principal and interest terms andaiertypes of underlying collateral, but
particular Agency RMBS to be delivered is not idiged until shortly before the TBA settlement daf@r TBA contracts that we have entered
we have not asserted that physical settlementabatle, therefore we have not designated theseafdnresommitments as hedging instrume
Realized and unrealized gains and losses assogidtethese TBAs are recognized through earningstlasr income (expense) in the consolid
statements of operations.

For derivative instruments that are designatedcaradify as a cash flow hedge, the effective portibthe gain or loss on the derival
instrument is reported as a component of OCI adl@ssified into earnings in the same period orguriduring which the hedged transaction af
earnings. The remaining gain or loss on the devigahstruments in excess of the cumulative chandbe present value of future cash flows of
hedged item, if any, is recognized in current eagsiduring the period of change.

For instruments that are not designated or quabfa cash flow hedge, such as our use of U.S. dmeascurities or financial futures ¢
options on financial futures contracts, any realiaad unrealized gains and losses associated lvéie instruments are recognized through ear
as other income (expense) in the consolidatedrstatts of operations.

Termination of Hedging RelationshipsThe Company employs risk management monitoring gatoes to ensure that the design
hedging relationships are demonstrating, and grec®d to continue to demonstrate, a high leveffetctiveness. Hedge accounting is discontil
on a prospective basis if it is determined thattibdging relationship is no longer highly effectwmeexpected to be highly effective in offset
changes in fair value of the hedged item.

Additionally, the Company may elect to un-desigrateedge relationship during an interim period esndesignate upon the rebalanc
of a hedge profile and the corresponding hedgeioakhip. When hedge accounting is discontinueel,Gbmpany continues to carry the derive
instruments at fair value with changes recordecliment earnings.

Revenue Recognition Interest income on our investment securities andanmortgage loans is accrued based on the odist
principal balance and their contractual terms. Fuema and discounts associated with investment &msuand mortgage loans at the time
purchase or origination are amortized into inteiesbme over the life of such securities using #ftective yield method. Adjustments
amortization are made for actual prepayment agtivit

Interest income on our credit sensitive securitiesh as our CLOs and certain of our CMBS that vperehased at a discount to
value, is recognized based on the security’s é¥feénhterest rate. The effective interest rate logsé securities is based on managemerstimat
from each security of the projected cash flows,clvhare estimated based on the Compmmgsumptions related to fluctuations in interasts
prepayment speeds and the timing and amount oftdases. On at least a quarterly basis, the Compaviews and, if appropriate, ma
adjustments to its cash flow projections basednpnti and analysis received from external souregsrial models, and its judgment about intt
rates, prepayment rates, the timing and amountegfitclosses, and other factors. Changes in castsffrom those originally projected, or fr
those estimated at the last evaluation, may ré@salprospective change in the yield/interest ineagetognized on these securities.

Based on the projected cash flows from the Compafisst loss tranche PO mufiimily CMBS purchased at a discount to par val
portion of the purchase discount is designatedoasatcretable purchase discount or credit resarkizh partially mitigates the Comparsytisk o
loss on the mortgages collateralizing such nfaltily CMBS, and is not expected to be accreted interest income. The amount designated
credit reserve may be adjusted over time, baseith@mctual performance of the security, its undeglycollateral, actual and projected cash -
from such collateral, economic conditions and ofhetors. If the performance of a security withradit reserve is more favorable than forecast
portion of the amount designated as credit reser@g be accreted into interest income over time versely, if the performance of a security wi
credit reserve is less favorable than forecastedamount designated as credit reserve may beaseuleor impairment charges and wdtevns o
such securities to a new cost basis could result.

With respect to interest rate swaps that have eehlilesignated as hedges, any net payments undkerctoations in the fair value «
such swaps will be recognized in current earnings.

See“Acquired Distressed Residential Mortgage Loan®r a description of our revenue recognition poliwy acquired distress
residential mortgage loans.
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Manager Compensation We are a party to separate investment managemeaeragnts with Headlands Asset Management
(“Headlands”), The Midway Group, LP (“Midway”) anRiverBanc, LLC (“RiverBanc”),with Headlands providing investment manager
services with respect to our investments in certlistressed residential mortgage loans, Midway igding investment management services
respect to our investments in Agency 10s, and Rigac providing investment management services mg#pect to our investments in multifan
CMBS and certain commercial real estatelated debt investments. These investment manageageeements provide for the payment to
investment managers of a management fee, incefe&vand reimbursement of certain operating expemnggish are accrued and expensed dt
the period for which they are earned or incurred.

Other Comprehensive Income (Loss)The Companyg comprehensive income/(loss) available to comntookkolders includes r
income, the change in net unrealized gains/(loszes)s available for sale securities and its denixe hedging instruments, currently comprise
interest rate swaps, (to the extent that such dwrmge not recorded in earnings), adjusted byzeshlhet gains/(losses) reclassified ot
accumulated other comprehensive income/(loss) failable for sale securities and is reduced byddinds declared on the Companyreferre
stock.

Employee Benefits PlarsThe Company sponsors a defined contribution fitee “Plan”)for all eligible domestic employees. The F
qualifies as a deferred salary arrangement undeioBe401(k) of the Internal Revenue Code of 19%86amended (the “Internal Revenue Code”
The Company made no contributions to the Planhersix months ended June 30, 2014 and 2013 .

Stock Based CompensatieifCompensation expense for equity based awards ackl issued for services are recognized over theng
period of such awards and services based upomitheafue of the stock at the grant date.

Income Taxes The Company operates in such a manner so as tilyqasb REIT under the requirements of the InteRevenue Cod
Requirements for qualification as a REIT includeimas restrictions on ownership of the Companstock, requirements concerning distributio
taxable income and certain restrictions on thereabfiassets and sources of income. A REIT muttldlise at least 90% of its taxable income t
stockholders, of which 85% plus any undistributesbants from the prior year must be distributed imitthe taxable year in order to avoid
imposition of an excise tax. Distribution of themr@ning balance may extend until timely filing ¢dfet Companys tax return in the subsequ
taxable year. Qualifying distributions of taxabhedme are deductible by a REIT in computing taxaieme.

Certain activities of the Company are conductedugh TRSs and therefore are subject to federalvandus state and local inco
taxes. Accordingly, deferred tax assets and ligdsliare recognized for the future tax consequeattgbutable to differences between the finat
statement carrying amounts of existing assets @hilifies and their respective tax bases. Defeteedassets and liabilities are measured 1
enacted tax rates expected to apply to taxableriado the years in which those temporary differsrme expected to be recovered or settled
effect on deferred tax assets and liabilities ofiange in tax rates is recognized in income irptréod that includes the enactment date.

ASC 740,Income Taxes provides guidance for how uncertain tax positishsuld be recognized, measured, presented, acdsis it
the financial statements. ASC 740 requires theuawti@in of tax positions taken or expected to berak the course of preparing the Compartgd
returns to determine whether the tax positions‘em@re-likely-than-not”of being sustained by the applicable tax authotitysituations involvin
uncertain tax positions related to income tax matt@e do not recognize benefits unless it is ity than not that they will be sustained. A
740 was applied to all open taxable years as otftfestive date. Managemesttieterminations regarding ASC 740 may be subgeotview an
adjustment at a later date based on factors ingjdiut not limited to, an ongoing analysis of kaws, regulations and interpretations thereof.
Company will recognize interest and penaltiesnif,aelated to uncertain tax positions as incormestgense.

Earnings Per Share- Basic earnings per share excludes dilution andommputed by dividing net income available to com
stockholders by the weightenerage number of shares of common stock outstgridirthe period. Diluted earnings per share réfléloe potenti:
dilution that could occur if securities or othemt@cts to issue common stock were exercised overted into common stock or resulted in
issuance of common stock that then shared in thergg of the Company.

Segment Reporting ASC 280, Segment Reporting, is the authoritativelance for the way public entities report informatiabou

operating segments in their annual financial statdsm We are a REIT focused on the business ofidguinvesting in, financing and manag
primarily mortgage-related assets, and to a lesgent, financial assets, and currently operatiliy one reportable segment.
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Summary of Recent Accounting Pronouncements
Liabilities (ASC 405

In April 2013, the FASB issued Accounting Standatjsdate ("ASU") 2013-04l.iabilities (Topic 405)-Obligations Resulting fro
Joint and Several Liability Arrangements for Whitle Total Amount of the Obligation Is Fixed at Reporting Date("ASU 201304"), whicl
provides guidance for the recognition, measurensam, disclosure of obligations resulting from joamtd several liability arrangements for wt
the total amount of the obligation is fixed at fleporting date. ASU 20134 became effective for the Company beginning JanLia2014. Th
adoption of ASU 2013-04 did not have an effectlm@ompany's consolidated financial statements.

Income taxes (ASC 74

In November 2013, the FASB issued ASU No. 2013idome Taxes (Topic 740Rresentation of an Unrecognized Tax Benefit V
a Net Operating Loss Carryforward, a Similar Taxskpor a Tax Credit Carryforward ExifASU 2013-11") . ASU No. 2013-1 provide that ¢
unrecognized tax benefit, or a portion thereofulthde presented in the financial statements aslaction to a deferred tax asset for a net opg
loss carryforward, a similar tax loss, or a taxdarearryforward, except to the extent that a r@grating loss carryforward, a similar tax lossa
tax credit carryforward is not available at theasimg date to settle any additional income taxest tvould result from disallowance of a
position, or the tax law does not require the grttit use, and the entity does not intend to use diéfferred tax asset for such purpose, the
unrecognized tax benefit should be presented aabdity. ASU 2013-11 became effective for the Canp beginning January 1, 2014The
adoption of ASU 2013-11 did not have an impactr@n@ompany's consolidated financial statements.

Receivables (ASC 310)

In April 2014, the FASB issued ASU 2014-OReceivables—Troubled Debt Restructurings by Creslit@ubtopic 310-46)
Reclassification of Residential Real Estate Cotiteed Consumer Mortgage Loans upon Foreclos(*ASU 2014-04"). The amendments of ti
ASU are intended to clarify when a creditor shoblel considered to have received physical possessiaesidential real estate prope
collateralizing a consumer mortgage loan such tiatloan should be derecognized and the real estatgnized. In addition, the amendm
clarify that an in substance repossession or fosecke occurs, and a creditor is considered to heaeived physical possession of residential
estate property collateralizing a consumer mortdage, upon either: (1) the creditor obtaining letijke to the residential real estate propertyn
completion of a foreclosure, or (2) the borrowemaying all interest in the residential real estataperty to the creditor to satisfy that loan tigk
completion of a deed in lieu of foreclosure or thgh a similar legal agreement. ASU 2004lis effective for fiscal years, and interim pedgawithir
those years, beginning after December 15, 2014.dé/@ot expect the adoption of ASU 2004-to have a significant effect on our finan
condition, results of operations and disclosures.

Transfers and Servicing (ASC 860)

In June 2014, the FASB issued ASU 2014-Ifgnsfers and Servicing: RepurchaseMaturity Transaction, Repurchase Financir
and Disclosureg“ASU 2014-09"). This guidance requires repurchtsmaturity transactions to be accounted for as sechoerowings as if tt
transferor retains effective control, even thoulgh transferred financial assets are not returnetiddransferor at settlement. ASU 2009 -alsc
eliminates existing guidance for repurchase finageiand requires instead that entities consideriritial transfer and the related repurct
agreement separately when applying the derecogniiquirements of ASC 860, Transfers and Servidieyy disclosures will be required for
certain transactions accounted for as secured Winrgs and (2) transfers accounted for as sales whetransferor also retains substantially a
the exposure to the economic return on the tramsfefinancial assets throughout the term of thastation. This guidance will take effect
periods beginning after December 15, 2014, ang ealdption is prohibited. Certain disclosures urtis guidance do not take effect until the
period beginning after March 15, 2015. We do nqeet the adoption of ASU 2014t to have a significant effect on our financiahdibion, result
of operations and disclosures.

RevenudRecognition (Topic 606)

In May 2014, the FASB issued ASU 2014-B&venue from Contracts with Custom@SU 2014-09”). This guidance creates a ni
principle-based revenue recognition framework thitltaffect nearly every revenue-generating entAgU 201409 also creates a new topic in
Cadification, Topic 606 (“ASC 606")In addition to superseding and replacing nearlyeaisting U.S. GAAP revenue recognition guida
including industry-specific guidance, ASC 606 dtes following: (1) Establishes a new conthased revenue recognition model; (2) Change
basis for deciding when revenue is recognized twez or at a point in time; (3) Provides new andrendetailed guidance on specific aspec
revenue recognition; and (4) Expands and improvedasures about revenue. ASC 606 is effectivepfdilic business entities for annual repor
periods beginning after December 15, 2016, inclgiditerim periods therein. Early application is pa&rmitted for public business entities.
Company is currently assessing the impact of thidance.
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3. Investment Securities Available For Sale

Investment securities available for sale consisheffollowing as of June 30, 2014 and DecembefB13 (dollar amounts in
thousands):

June 30, 2014 December 31, 201 3
Amortized Unrealized Fair Amortized Unrealized Fair
Cost Gains Losses V alue Cost Gains Losses Value
Agency RMBS:
Agency ARMs
Freddie Mac $ 63,78 $ 58 $ (1,069 $ 62,77% $ 67,12. $ 37 $ (2,101) $ 65,05
Fannie Mae 122,60t 37 (1,720 120,92: 130,48’ 58 (3,12¢) 127,41
Ginnie Mae 14,68’ — (192) 14,49¢ 17,04¢ — (201) 16,84¢
Total Agency ARMs 201,07: 95 (2,979 198,19: 214,65 95 (5,43() 209,32:
Agency Fixed Rate
Freddie Mac 40,91( — (785) 40,12¢ 43,92( — (1,712) 42,20¢
Fannie Mae 487,12¢ — (12,919 474,21. 518,59¢ — (24,86:) 493,73
Total Agency Fixed Rate 528,03t — (13,699 514,33 562,51¢ — (26,57%) 535,94
Agency 10s1)
Freddie Mac 43,04: 29¢ (4,84 38,50( 43,46¢ 252 (5,187%) 38,53
Fannie Mae 59,32t 1,42( (4,229 56,51¢ 60,81: 1,30(C (5,007%) 57,10¢
Ginnie Mae 47,38¢ 36¢ (3,049 44,70¢ 37,66( 70€ (2,39¢) 35,97(
Total Agency 10s 149,75: 2,087 (12,119 139,72. 141,94: 2,25¢ (12,59() 131,60¢
Total Agency RMBS 878,86 2,18 (28,797 852,25! 919,11¢ 2,35¢ (44,59¢) 876,87
Non-Agency RMBS 2,28( 60 (167) 2,17: 2,41 13€ (18¢) 2,361
CLOs 21,86¢ 12,92¢ — 34,79 18,47¢ 14,73( — 33,20¢
Total investment securities
available for sale $ 903,006 $ 1517( $ (28,959 $ 889,22( $ 940,00 $ 17,21¢ $ (44,78) $ 912,44
CMBS(® $ 77628 $ 26,666 $ — $ 10429 $ 7431+ $ 1826¢ $ — $ 92,57¢
Total investment securities
available for sale held in
securitization trusts $ 77628 $ 26,666 $ — $ 10429 $ 7431+ $ 18,26 $ — $ 92,57¢

@ Included in investment securities available foeszie Agency 10s. Agency |0s are measured at &irevthrough earnings.
2) CMBS investments have contractual maturities rapfyiom O to 10 years.

During the six months ended June 30, 2013, the @ampeceived total proceeds of approximately $1lilBam realizing approximatel
$0.1 million of net losses from the sale of investinsecurities available for sale. There were hessaf investment securities for sale during
three months ended June 30, 2013. There were as shinvestment securities available for salerdythe three and six months ended Jun
2014.

Actual maturities of our available for sale sedeasitare generally shorter than stated contractasinities (which range up to 30 yea
as they are affected by the contractual lives efutthderlying mortgages, periodic payments and prapats of principal. As of June 30, 2014
December 31, 2013, based on management’s estimnsites three month historical CPR, the weighted ayeiife of the Compang’available fc
sale securities portfolio was approximately 5.38 @03 years, respectively.
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The following table sets forth the weighted avertiges our investment securities available for ssef June 30, 2014 and December 31,
2014 (dollar amounts in thousands):

June 30, December 31,
Weighted Average Life 2014 2013
0to 5 years $ 318,54 $ 281,06¢
5to 10 years 492,78 451,63!
10+ years 77,89. 179,74(
Total $ 889,22( $ 912,44:

The following tables set forth the stated resetgosrof our investment securities available foesahd investment securities available
sale held in securitization trusts at June 30, 201dtDecember 31, 2013 at carrying value (dollaswamts in thousands):

June 30, 2014 December 31, 201 3
Less than 6to 24 More than Less than 6to 24 More than
6 months months 24 months Total 6 months months 24 months Total
Agency RMBS $ 10551 % 7,721 $ 739,01¢ $ 85225 $ 97,388 $ 14,82 $ 764,66t $ 876,87
Non-Agency RMBS 2,177 — — 2,17: 2,361 — — 2,361
CLOs 34,79 — — 34,79 33,20¢ — — 33,20¢
Total investment securities
available for sale $ 142,48 % 7,721 $ 739,01¢ $ 88922( $ 13295 $ 14,82° $ 764,66t $ 91244
CMBS $ 3143. % — $ 72,85¢ $ 104,290 $ 2823 $ — $ 64,34¢ $ 92,57¢
Total investment securities
available for sale held in
securitization trusts $ 3143 $ — $ 7285¢ $ 104,29: $ 2823 $ — $ 64,34¢ $ 92,57¢

The following tables present the Company's investnsecurities available for sale in an unrealizesk|position reported through O
aggregated by investment category and length af timat individual securities have been in a comtirsuunrealized loss position at June 30, :
and December 31, 2013 (dollar amounts in thousands)

June 30, 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 $ 232,52¢ $ (3,829 $ 469,060 $ (12,85) $ 701,59 $ (16,679
Non-Agency RMBS — — 1,061 (167) 1,061 (167)
Total investment securities available fc
sale $ 232,52¢ $ (3,827 $ 470,12¢ $ (13,018 $ 702,65¢ $ (16,84()
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! $ (20,58) $ 730,84: $ (32,00
Non-Agency RMBS — — 1,10¢ (18¢) 1,10¢ (18¢)
Total investment securities available fc
sale $ 332,51¢ $ (11,429 $ 399,42¢ $ (20,770 $ 731,94¢ $ (32,199

For the three and six months ended June 30, 204 2@13, the Company recognized no other-than-teampdimpairment through
earnings.
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4, Residential Mortgage Loans Heldh iSecuritization Trusts (Net) and Real Estate Owned

Residential mortgage loans held in securitizatiasts (net) consist of the following as of June 2014 and December 31, 20
respectively (dollar amounts in thousands):

June 30, December 31,
2014 2013
Unpaid principal balance $ 158,327 $ 165,17:
Deferred origination costs — net 1,001 1,052
Reserve for loan losses (3,199 (2,989
Total $ 156,12¢ $ 163,23

Allowance for Loan LossesThe following table presents the activity in thengmany's allowance for loan losses on residentiatgage
loans held in securitization trusts for the six itisrended June 30, 2014 and 2013, respectiveliafdohounts in thousands):

Six months Ended June 30,

2014 2013
Balance at beginning of period $ 298¢ $ 2,97¢
Provisions for loan losses 367 52¢
Transfer to real estate owned (157) (83)
Charge-offs — (36)
Balance at the end of period $ 3,19¢ § 3,381

On an ongoing basis, the Company evaluates theuadg®f its allowance for loan losses. The Compamayfowance for loan losses
of June 30, 2014 was $3.2 million, representing 28&s points of the outstanding principal balasiceesidential loans held in securitization tri
as of June 30, 2014, as compared to 181 basisspsntf December 31, 2013. As part of the Comaaljowance for loan loss adequacy anal
management will assess an overall level of allowanghile also assessing credit losses inhererdadh aonperforming residential mortgage Ic
held in securitization trusts. These estimateslirevthe consideration of various credit relateddes; including but not limited to, current hous
market conditions, current loan to value ratiosindgency status, the borrower’s current economit eredit status and other relevant factors.

Real Estate Owned Fhe following table presents the activity in then@many’s real estate owned held in residential securitinatust:
for the six months ended June 30, 2014 and 20&Beotively (dollar amounts in thousands):

Six months Ended June 30,

2014 2013
Balance at beginning of period $ 1,10¢ $ 732
Write downs (59 (10)
Transfer from mortgage loans held in securitizatrosts 55 63
Disposal (577 (34¢€)
Balance at the end of period $ 53: $ 43¢

Real estate owned held in residential securitinatiasts are included in receivables and othertasse the accompanying conder
consolidated balance sheets and write downs ahediedt in provision for loan losses in the accompagyondensed consolidated statemen
operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held idengsal securitization trusts are pledged as aaiddtfor the
Residential CDOs issued by the Company . As ofJs®, 2014 and December 31, 2013, the Compangt investment in the residen
securitization trusts, which is the maximum amaninthe Companys investment that is at risk to loss and represtetslifference between (i) t
carrying amount of the mortgage loans and realtesievned held in residential securitization trustel (i) the amount of Residential CC
outstanding, was $6.2 million and $6.6 million,pestively.
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Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of June 30, 2014, we had 34 delinquent loan& wait aggregate principal amount outstanding of @pprately $18.1 milliol
categorized as Residential Mortgage Loans HeldeicuStization Trusts (net). Of the $18.1 million delinquent loans, $9.4 million, or 52%,
under some form of temporary modified payment pleme table below shows delinquencies in our padfof residential mortgage loans helc
securitization trusts, including real estate owf&®EQO”) through foreclosure, as of June 30, 201dll&@ amounts in thousands):

June 30, 2014

Number of Total

Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30 - 60 3 $ 69¢€ 0.44%
61 - 90 — $ — —

90 + 31 $ 17,36¢ 10.8%%

Real estate owned through
foreclosure 3 $ 1,48: 0.9%

As of December 31, 2013, we had 34 delinquent ledtisan aggregate principal amount outstandingpgfroximately $18.9 millic
categorized as Residential Mortgage Loans HeldeicuStization Trusts (net). Of the $18.9 milliondelinquent loans, $9.1 million, or 48%,
under some form of modified payment plan. The thielew shows delinquencies in our portfolio of desitial mortgage loans held in securitiza
trusts, including real estate owned through foreale (REO), as of December 31, 2013 (dollar amaartteousands):

December 31, 2013

Number of Total

Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30 - 60 3 % 601 0.36%
61 - 90 1 $ 23¢ 0.14%

90 + 36 $ 18,03¢ 10.7€%

Real estate owned through
foreclosure 5 % 2,381 1.42%

The geographic concentrations of credit risk extcepd% of the total loan balances in our residéntiertgage loans held
securitization trusts and real estate owned hetdsidential securitization trusts as of June 8042and December 31, 2013 are as follows:

June 30, December 31,
2014 2013
New York 36.(% 35.%
Massachusetts 24.€% 24.6%
New Jerse 10.€% 10.2%
Florida 6.C% 5.8%
Connecticut 5.6% 5.6%
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5. Distressed Residential Mortgage Loans

As of June 30, 2014 and December 31, 2013, theyingrivalue of the Company’ distressed residential mortgage loans, inclt
distressed residential mortgage loans held in g&maiion trusts amounts to approximately $233.1liom and $254.7 million, respective
Distressed residential mortgage loans with a cagryialue amounting to approximately $10.7 millioe ancluded in receivables and other asse
the accompanying condensed consolidated balane¢ ahéune 30, 2014 .

The Company considers its purchase price for thieadised residential mortgage loans, includingatised residential mortgage loans he
securitization trusts, to be at fair value at tlaedof acquisition. The Company only establishesallmwance for loan losses subsequet
acquisition.

The following table presents information regardihg estimates of the contractually required paysjetite cash flows expected to
collected, and the estimated fair value of thereésted residential mortgage loans acquired duhiegsix months ended June 30, 2014 (d
amounts in thousands):

June 30,
2014
Contractually required principal and interest $ 40,077
Non-accretable yield (8,70%)
Expected cash flows to be collected 31,37:
Accretable yield (11,26%)
Fair value at the date of acquisition $ 20,10:

The following table details activity in accretalyiield for the distressed residential mortgage lpamduding distressed residential mortg
loans held in securitization trusts, for the sixntis ended June 30, 2014 (dollar amounts in thasdan

June 30,
2014
Balance at beginning of period $ 171,11:
Additions 53,39¢
Disposals (54,84
Accretion (9,200
Balance at end of period $ 160,46-

Accretable yield is the excess of the distresssitieatial mortgage loangash flows expected to be collected over the pwehmice. Th
cash flows expected to be collected represent€tmpanys estimate, of the amount and timing of undiscaliptencipal and interest cash floy
Additions include accretable yield estimates forchases made during the period and reclassificatiatcretable yield from nonaccretable vyi
Deletions include distressed residential mortgage Idispositions, which include refinancing, sald éreclosure of the underlying collateral
resulting removal of the distressed residentialtgame loans from the accretable yield, and redleasons from accretable to nonaccretable y
The reclassifications between accretable and noetadde yield and the accretion of interest incasmmbased on various estimates regarding
performance and the value of the underlying rei@tesecuring the loans. As the Company continugmther additional information regarding
loans and the underlying collateral, the accretgt@tl may change. Therefore, the amount of acbletencome recorded in the simenth perio
ended June 30, 2014 is not necessarily indicafifetore results.
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The geographic concentrations of credit risk extep8% of the unpaid principal balance of our disted residential mortgage loi

including distressed residential mortgage loand lrekecuritization trusts, as of June 30, 2014@adember 31, 2013, respectively, are as follows:

June 30, December 31,
2014 2013
Florida 12.2% 8.2%
California 11.7% 14.4%
New York 8.C% 8.1%
Texas 6.8% 6.€%
New Jerse! 5.C% 4.7%

The Companys distressed residential mortgage loans held inrdgization trusts are pledged as collateral fataia of the Securitize

Debt issued by the Company (see Note 7).

6. Consolidated K-Series

The Company has elected the fair value option enagsets and liabilities held within the ConsokdaK-Series, which requires tt
changes in valuations in the assets and liabildfdbe Consolidated ISeries be reflected in the Company's statemerdpearftions. Our investme
in the Consolidated K-Series is limited to the riafdmily CMBS comprised of first loss tranche PO séms and/or certain |0s issued by cer
K-Series securitizations with an aggregate net aagryialue of $274.8 million and $240.0 million amdu30, 2014 and December 31, 2|

respectively 6ee Note 7.

The condensed consolidated balance sheets of theoltdated KSeries at June 30, 2014 and December 31, 2013 atbsgly, are ¢

follows (dollar amounts in thousands):

June 30, December 31,
Balance Sheets 2014 2013
Assets
Multi-family loans held in securitization trusts 8,389,08. $ 8,111,02.
Receivables 29,13¢ 30,22
Total Assets 8,418,22. $ 8,141,24.
Liabilities and Equity
Multi-family CDOs 8,114,271 $ 7,871,02
Accrued expenses 28,68% 29,76¢
Total Liabilities 8,142,95 7,900,78!
Equity 275,26! 240,45t
Total Liabilities and Equity 841822 $ 8,141,24.

The multifamily loans held in securitization trusts had udgaincipal balance of approximately $7.9 billiand $8.0 billion at June &
2014 and December 31, 2013, respectively. The +fartily CDOs had unpaid principal balance of appmadely $7.9 billion and $8.0 billion
June 30, 2014 and December 31, 2013, respectifslgf June 30, 2014 and December 31, 20tb® current weighted average interest rate ose

multi-family CDOs was 4.30% and 4.16%, respectively
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The condensed consolidated statements of operaifadhe Consolidated ISeries for the three and six months ended Jun2(6} ani
2013, respectively, is as follows (dollar amountghiousands):

Three Months Ended June 3C Six Months Ended June 30,

Statements of Operations 2014 2013 2014 2013
Interest income $ 75,50. $ 54,48: $ 150,44 $ 99,80:
Interest expense 69,11( 50,24¢ 137,85 91,90¢
Net interest income 6,391 4,23 12,58¢ 7,89¢
Unrealized gain on multi-family loans and debt hieldecuritization trusts 20,01¢ 8,981 24,94¢ 16,03:
Net Income $ 26,41C $ 13,21¢ $ 3753: $ 23,92¢

The geographic concentrations of credit risk edoeg 5% of the total loan balances related to oMBS investments included
investment securities available for sale and nfahiily loans held in securitization trusts as ofid0, 2014 and December 31, 2013, respect
are as follows:

June 30, December 31,
2014 2013
California 14.(% 14.(%
Texas 13.2% 13.7%
New York 7.C% 7.2%
Florida 6.5% 6.5%
Washington 5.4% 5.2%

7. Use of Special Purpose EntitieschVariable Interest Entities

A Special Purpose Entity (“SPEI§ an entity designed to fulfill a specific limitegted of the company that organized it. SPEs ftee
used to facilitate transactions that involve seizinig financial assets or igecuritizing previously securitized financial asseThe objective of su
transactions may include obtaining n@tourse financing, obtaining liquidity or refinamg the underlying securitized financial assetsrprovec
terms. Securitization involves transferring assetan SPE to convert all or a portion of thoseessmto cash before they would have been re¢
in the normal course of business through the SB&Suance of debt or equity instruments. Invesioran SPE usually have recourse only tc
assets in the SPE and depending on the overatitsteuof the transaction, may benefit from variémsns of credit enhancement, such as over-
collateralization in the form of excess assetshim $PE, priority with respect to receipt of casiwh relative to holders of other debt or eq
instruments issued by the SPE, or a line of creddther form of liquidity agreement that is degdrwith the objective of ensuring that inves
receive principal and/or interest cash flow onithestment in accordance with the terms of theiegtment agreement.

The Company has evaluated its CMBS investmentsréddie Mac-sponsored Reries securitizations to determine whether the
VIEs. In addition, the Company also evaluatediitancings transactions, such as its ResidentiaD€Bompleted in 2005, its mufamily CMBS
re-securitization transaction completed in May 2012 collateralized recourse financing transactiomsgeted in November 2012 and Noven
2013 and its distressed residential mortgage leanrgization transactions completed in Decembdr22Quly 2013 and September 2013 (ec
“Financing VIE" and collectively, the “Financing ¥5") and concluded that the entities created tiiti@e each of the transactions are VIEs.

The Company then completed an analysis of whetieMIEs 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 invodvemeflected a controlling financial inter
that resulted in the Company being deemed the pyirnaneficiary of the VIEs. In determining whetttee Company would be considered
primary beneficiary, the following factors were essed:

. whether the Company has both the power to dilechctivities that most significantly impact treoromic performance of the VIE;

and
. whether the Company has a right to receive benefiabsorb losses of the entity that could berg@tlly significant to the VIE.
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The Company has determined that it has a varialbdeast in the Consolidated 8eries for which it is the primary beneficiary dwak
controlling financial interest and, accordingly,sheonsolidated their assets, liabilities, income ampenses in the accompanying consolic
financial statementsgee Notes 2 and)6

Also, based on its evaluation of the factors disedsabove, including its involvement in the purpase design of the entity, t
Company determined that the Financing VIEs metdfiteria for consolidation and, accordingly, comdated the Financing VIEs createc
facilitate these transactions.

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

Assets and Liabilities of consolidated Financing¥ ks of June 30, 2014 (dollar amounts in thougands

Financing VIEs

Distressed
Multi-family Residential Residential
CMBSre- Collateralized Mortgage Mortgage
securitization Recourse Loan Loan
(1) Financings(®?)  Securitizations ~ Securitizations Total
Investment securities available for sale, at falue held ir
securitization trusts $ 33,01¢ $ 71,27 $ — % — % 104,29:
Residential mortgage loans held in securitizatiasts
(net) — — — 156,12¢ 156,12¢
Distressed residential mortgage loans held in si&ation
trusts (net) — — 233,07¢ — 233,07¢
Multi-family loans held in securitization trusts, at fedlue 1,276,18! 7,112,90. — — 8,389,08.
Receivables and other assets 5,02¢ 26,28:¢ 27,16¢ 1,15¢ 59,63:
Total assets $ 131421 $ 7,210,446 $ 260,24t $ 157,28 $ 8,942,21.
Residential collateralized debt obligations $ — % — $ — 3 151,09° $ 151,09°
Multi-family collateralized debt obligations, atfaalue 1,232,45! 6,881,81! — — 8,114,27!
Securitized debt 27,44 107,85: 159,01 — 294,31.
Accrued expenses and other liabilities 4,46¢ 24,44¢ 797 14 29,72:
Total liabilities $ 126436 $ 7,014,111 $ 159,81: $ 151,11: $ 8,589,40

@) The Company classified the multi-family CMBSued by two KSeries securitizations and held by this Financiiig & available fc
sale securities as the purpose is not to trade thesurities. The Financing VIE consolidated onBefies securitization that issued certa
the multifamily CMBS owned by the Company, including itsetssliabilities, income and expenses, in its folahstatements, as based «
number of factors, the Company determined thatai$ ¥he primary beneficiary and has a controllimgicial interest in this particular K-
Series securitizationsee Note ).

(2 The multifamily CMBS serving as collateral under the collalized recourse financings are comprised of stesrissued from sev
separate Freddie Mac-sponsored multi-family K-Sesiecuritizations. The Financing VIE classified thultifamily CMBS issued by tt
two K-Series securitizations and held by the Financinig & available for sale securities as the purposetito trade these securities.
Financing VIE consolidated five of the Beries securitizations, including their assetdjillizes, income and expenses, in its finar
statements as based on a number of factors, thep&@ondetermined that it was the primary beneficiangl has a controlling financ
interest in such K-Series securitizatiorseé Note §.
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Assets and Liabilities of consolidated Financing¥ ks of December 31, 2013 (dollar amounts in tiuds):

Financing VIEs

Distressed
Multi-family Collateralized Residential Residential
CMBS re- Recourse Mortgage Loan Mortgage Loan
securitization ) Financings(2) Securitizations ~ Securitizations Total

Investment securities available for sale, at fair

value held in securitization trusts $ 29,28¢ $ 63,28¢ $ — ¢ — 3 92,57¢
Residential mortgage loans held in securitizat

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

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

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 $ 1,268,61. $ 6,967,42! $ 264,79. $ 164,99° $ 8,665,82
Residential collateralized debt obligations $ — $ — $ — % 158,41( $ 158,41(
Multi-family collateralized debt obligations, at

fair value 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( 25,31¢ 981 15 30,95
Total liabilities $ 1,227,51 $ 6,808,55 $ 170,85. $ 158,42 $§  8,365,34!

(1) The Company classified the multi-family CMBStigd by two KSeries securitizations and held by this Financilig & available for s¢
securities as the purpose is not to trade thesagiies. The Financing VIE consolidated oneSkries securitization that issued certain o
multi-family CMBS owned by the Company, including its eiss liabilities, income and expenses, in its foiahstatements, as based c
number of factors, the Company determined thatg the primary beneficiary and has a controllimguficial interest in this particular Eerie:
securitization &ee Note §.

() The multifamily CMBS serving as collateral under the collalized recourse financings are comprised of stearissued from sev
separate Freddie Mac-sponsored multi-family K-Sesiecuritizations. The Financing VIE classified thultifamily CMBS issued by the tv
K-Series securitizations and held by the Financing ¥b available for sale securities as the purpsseot to trade these securities.
Financing VIE consolidated five of the 8eries securitizations, including their assetsilitees, income and expenses, in its financiatesteent
as based on a number of factors, the Company detednthat it was the primary beneficiary and haoutrolling financial interest in such K-
Series securitizationssge Note §.
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The following table summarizes the Company’s s¢ized debt collateralized by mufamily CMBS and distressed resider
mortgage loans (dollar amounts in thousands):

Distressed
Residential
Multi-family Mortgage
CMBS Collateralized Loan
Re-securitization Recourse Securitizations
(1) Financings(2) (3)
Original Face amount of Notes issued by
the VIE and purchased by 3rd party
investors $ 35,000 $ 107,853 $ 176,970
Principal Amount at June 30, 2014 $ 34,358 $ 107,853 $ 159,017
Principal Amount at December 31, 2013 $ 34,508 $ 107,853 $ 169,871
Carrying Value at June 30, 2044) $ 27,442 $ 107,853 $ 159,017
Carrying Value at December 31, 203 $ 27,240 $ 107,853 $ 169,871
One-month
LIBOR plus 5.259
Pass-through rate of Notes issued 5.35% - 6.50% 4.25%- 4.85%

1) The Company engaged in the re-securitization tiwsa primarily for the purpose of obtaining nogeourse financing on a portion of

multi-family CMBS portfolio. As a result of engaging img transaction, the Company remains economicajipsed to the first loss positi
on the underlying multfamily CMBS transferred to the Consolidated VIE eTttolders of the Note have no recourse to the geoexdit o
the Company, but the Company does have the oldigatinder certain circumstances, to repurchasesaspen the breach of cert
representations and warranties. The Company vadiive all remaining cash flow, if any, throughrigsained ownership.

@ The Company entered into CMBS Master Repurchaseeigents with a three-year term for the purposénahting a portion of its multi-
family CMBS portfolio. In connection with these tisactions, the Company agreed to guarantee thardbipunctual payment of its wholly-
owned subsidiary's obligations under the CMBS MaR&purchase Agreements.

(3)  The Company engaged in these transactions foruhmoge of financing distressed residential mortdagas acquired by the Company.
distressed residential mortgage loans serving best@@l for the financings are comprised of parfing, reperforming and to a lesser ext
non-performing, fixed and adjustable-rate, fudiyrortizing, interest only and balloon, seasonedgage loans secured by first liens on or
four family properties. Two of the four securitiat transactions provide for a revolving periodoofe to two years from the date of
respective financing (“Revolving Periodiyhere no principal payments will be made on theendtll cash proceeds generated by
distressed residential mortgage loans and recdiydte respective securitization trust during tley®ving Period, after payment of intel
on the note, reserve amounts and certain othesaction expenses, will be available for the puretiasthe trust of additional mortgage lo
that satisfy certain eligibility criteria.

(4) " Classified as securitized debt in the liability tsat of the Company’s accompanying condensed cateteld balance sheets .

The following table presents contractual maturitfoimation about the Financing VIEsecuritized debt as of June 30, 2014
December 31, 2013, respectively:

June 30, December 31,

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

Within 24 months $ 90,70 $ 90,70(
Over 24 months to 36 months 176,17( 187,02-
Over 36 months 34,35¢ 34,50
Total 301,22¢ 312,23:
Discount (6,916 (7,26%)
Carrying value $ 294,31. $ 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 mortglage securitizations (other than the distressesidemtial mortgage loi
securitizations discussed above) since inceptianfitst three were accounted for as permanentéings and have been included in the Company
accompanying condensed consolidated financialrataiés.

]

Unconsolidated VIEs

The Company has evaluated its Multi-family CMBS eatments in four Freddie Mac-sponsoredS&ries securitizations and
mezzanine loan, preferred equity and other equityestments to determine whether they are VIEs amulld be consolidated by 1
Company. Based on a number of factors, the Complatgrmined that it does not have a controllingficial interest and is not the prim
beneficiary of these VIEs. The following table prets the classification and carrying value of umschidated VIEs as of June 30, 2014
December 31, 2013 (dollar amounts in thousands):

June 30, 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 o ther securitization and o ther
trusts Assets Total trusts Assets Total
Multi-Family CMBS $ 104,29: $ 17¢ $ 104,47C % 92,57¢ $ 18: $ 92,76
Mezzanine loan and equity investmen — 38,84¢ 38,84¢ — 28,05¢ 28,05¢
Total assets $ 104,29: $ 39,027 $ 143,31t $ 9257¢ $ 28,24, % 120,81¢

Our maximum loss exposure on the Miiinily CMBS investments, mezzanine loan and eqintiestments is approximately $14
million and $120.8 million at June 30, 2014 and &maber 31, 2013, respectively. The Companyiaximum exposure does not exceec
carrying value of its investments.

8. Derivative Instruments and Hedgip Activities

The Company enters into derivative instruments &mage its interest rate risk exposure. These demvanstruments include inter
rate swaps, swaptions and futures. The Companyaisaypurchase or short TBAs and U.S. Treasury g&sjmpurchase put or call options on |
Treasury futures or invest in other types of magtgderivative securities.

The following table presents the fair value of dative instruments that were not designated asihgdgstruments and their locatior
our accompanying condensed consolidated balanet¢ssaieJune 30, 2014 and December 31, 2013, résggctollar amounts in thousands):

Derivatives Not Designated June 30, December 31,
as Hedging Instruments Balance Sheet Location 201 4 201 3
TBA securities?) Derivative assets $ 206,24¢ $ 190,74.
U.S. Treasury futures Derivative assets 10:¢ 3,251
Swaptions Derivative assets 24¢ 1,30¢
Options on U.S. Treasury futures Derivative assets — 7
Interest rate swap futures Derivative assets — 23¢
Interest rate swap futures Derivative liabilities 1,91¢ —
Eurodollar futures Derivative liabilities 1,22¢ 1,432

(1) Open TBA purchases and sales involving the samatemarty, same underlying deliverable and the ssettiement date are reflected in
accompanying condensed consolidated financialmtaiés on a net basis. There was no netting of T&éssagainst TBA purchases at Jun¢
2014 and December 31, 2013.

26




The tables below summarize the activity of defiatnstruments not designated as hedges for shmenths ended June 30, 2014

2013, respectively (dollar amounts in thousands):

Notional Amount For the Six Months Ended June 30, @14

Settlement,
Derivatives Not Designated December 31 Expiration June 30,
as Hedging Instruments 2013 Additions or Exercise 2014
TBA securities $ 188,00 $ 1,188,000 $ (1,178,000 $ 198,00(
U.S. Treasury futures (11,900 66,90( (60,200 (5,200
Interest rate swap futures (242,700 479,90( (470,200 (233,000
Eurodollar futures (3,360,001 1,840,001 (1,568,001 (3,088,001
Options on U.S. Treasury futures 40,00( — (40,000 —
Swaptions 100,00( — — 100,00(

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

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

The following table presents the components ofizedland unrealized gains and losses related taenivative instruments that were
designated as hedging instruments included in dtieeme (expense) in our condensed consolidatéenséats of operations for the three anc

months ended June 30, 2014 and 2013:

TBA
Eurodollar Future$)
Swaptions

U.S. Treasury and Interest rate swap futures atidrap

Total

TBA
Eurodollar Future§)
Swaptions

U.S. Treasury and Interest rate swap futures atidrap

Total

Three Months Ended June 30,

2014 2013
Realized Unrealized Realized Unrealized
Gains Gains Gains Gains
(Losses) (Losses) (Losses) (Losses)
$ 4,04C $ 228. $ (8,687 $ (1,241)
(226) (51¢) (401 51C
— (329 — 1,23:
(2,487) (2,106 63€ 8,29
$ 1,332 $ (665) $ (8,445 $ 8,79¢
Six Months Ended June 30,
2014 2013
Realized Unrealized Realized Unrealized
Gains Gains Gains Gains
(Losses) (Losses) (Losses) (Losses)
$ 735 $ 2547 $ (10,419 $ (1,41%)
(1,43¢) 20¢ (1,790 1,93¢
— (842) — 1,39(C
(2,526 (5,239) 727 6,83¢
$ 3,39C $ (3,320 $ (1147) $ 8,752

(1) AtJune 30, 2014, the Eurodollar futures csinsi 3,088 contracts with expiration dates randiatyveen September 2014 and

September 2017.
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The use of TBAs exposes the Company to market vaslke as the market value of the securities that Company is required
purchase pursuant to a TBA transaction may dedlelew the agreedpon purchase price. Conversely, the market valubeosecurities that tl
Company is required to sell pursuant to a TBA teatisn may increase above the agreed upon sake griclune 30, 2014 and December 31, Z
our condensed consolidated balance sheets inclBder&lated liabilities of $204.6 million and $191.6llon included in payable for securit
purchased, respectively. Open TBA purchases ard §alolving the same counterparty, same underlgigliyerable and the same settlement
are reflected in our condensed consolidated firdustatements on a net basis.

The following table presents the fair value of dafive instruments designated as hedging instrusnand their location in tl
Companys accompanying condensed consolidated balancessheelune 30, 2014 and December 31, 2013, resplciigollar amounts
thousands):

Derivatives Designated June 30, December 31,
as Hedging Instruments Balance Sheet Location 2014 2013
Interest Rate Swaps Derivative assets $ 711 $ 2,041

The Company has netting arrangements by countgrpatti respect to its interest rate swaps. Congracta liability position of $0.
million have been netted against the asset positiddl.0 million and contracts in a liability pdsit of $0.3 million have been netted agains:
asset position of $2.3 million in the accompanyingdensed consolidated balance sheets at Jun@B0afd December 31, 2013, respectively.

The following table presents the impact of the Camps derivative instruments on the Compangtcumulated other comprehen
income (loss) for the six months ended June 304 20M 2013, respectively (dollar amounts in thodsgn

Six Months Ended June 30,

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

Balance at beginning of the period $ 2041 $ (1,749
Unrealized (loss) gain on interest rate swaps (1,330 4,89¢
Balance at end of the period $ 711 $ 3,15¢

The Company estimates that over the next 12 moaftymoximately $1.7 million of the net unrealizeadrgs on the interest rate sw
will be reclassified from accumulated other compredive income (loss) into earnings.

The following table details the impact of the Comya interest rate swaps included in interest expdnr the three and six months
ended June 30, 2014 and 2013, respectively (dmtfeounts in thousands):

Three Months Ended June 3C Six Months Ended June 30,

2014 2013 2014 2013

Interest income
Interest expense-investment securities $ 46¢ % 42 % 92t % 85¢

The Companys interest rate swaps are designated as cash #dgel against the benchmark interest rate rislciassd with its sho
term repurchase agreements. There were no costsadaat the inception of our interest rate swapsler which the Company agrees to pay a*
rate of interest and receive a variable interdstibased on one month LIBOR, on the notional amofitite interest rate swaps.

The Company documents its riskanagement policies, including objectives and efjias, as they relate to its hedging activitiesl
upon entering into hedging transactions, documiietselationship between the hedging instrumentthadedged liability contemporaneously.
Company assesses, both at inception of a hedgeraad on-going basis, whether or not the hedgdighty effective”when using the match
term basis.
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The Company discontinues hedge accounting on @@ctige basis and recognizes changes in the fhievhrough earnings when: (i
is determined that the derivative is no longerafée in offsetting cash flows of a hedged itentliling forecasted transactions); (ii) it is nodet
probable that the forecasted transaction will ocoufiii) it is determined that designating theridative as a hedge is no longer appropriate.
Company'’s derivative instruments are carried onGbmpanys balance sheets at fair value, as assets, iffieiralue is positive, or as liabilities
their fair value is negative. For the Company’sigsive instruments that are designated as “casiv fiedges,’changes in their fair value ¢
recorded in accumulated other comprehensive inqdmas), provided that the hedges are effectiveh@nge in fair value for any ineffective amc
of the Companygs derivative instruments would be recognized imiegis. The Company has not recognized any changeimalue of its existir
derivative instruments designated as cash flow égtlirough earnings as a result of ineffectivenéssy of its hedges.

The following table presents information about thempany’s interest rate swaps as of June 30, 20#4December 31, 2013,
respectively (dollar amounts in thousands):

June 30, 2014 December 31, 2013
Weighted Weighted
Average Average
Notional Fixed Pay Notional Fixed Pay
Maturity () Amount Interest Rate Amount Interest Rate
Within 30 Days $ — —% $ — — 0
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( 0.4E 135,00( 0.4¢
Over 24 months to 36 months — — - —
Over 36 months to 48 months 215,00( 0.8z 215,00( 0.8
Over 48 months to 60 months — — — —
Total $ ___ 350,00( 0.6¢% $ 350,00 0.6¢%

(1) The Company enters into interest rate swaps#etions whereby the Company pays a fixed raiet@fest and receives one month LIBOR.

The use of derivatives exposes the Company to equantty credit risks in the event of a default bgoainterparty. If a counterpa
defaults under the applicable derivative agreemiet, Company may be unable to collect paymentshihwit is entitled under its derivati
agreements, and may have difficulty collecting dssets it pledged as collateral against such dga The Company currently has in place
all counterparties Hateral margin agreements requiring a party to poflateral to the Company for any valuation defithis arrangement
intended to limit the Company’s exposure to lossdke event of a counterparty default.

The Company is required to pledge assets undetaddoal margin arrangement, including either casAgency RMBS, as collateral 1
its interest rate swaps, futures contracts and TB#m®se collateral requirements vary by counteypand change over time based on the m
value, notional amount, and remaining term of thee@ament. In the event the Company is unable td me®argin call under one of its agreeme
thereby causing an event of default or triggeringearly termination event under one of its agregmeéhe counterparty to such agreement may
the option to terminate all of such counterpartyigstanding transactions with the Company. In @lditunder this scenario, any closet amour
due to the counterparty upon termination of thentepartys transactions would be immediately payable byGbmpany pursuant to the applice
agreement. The Company believes it was in compdianith all margin requirements under its agreemeastof June 30, 2014 and Decembe
2013. The Company had $13.9 million and $10.2 amillof restricted cash related to margin posteditfoagreements as of June 30, 2014
December 31, 2013, respectively. The restrictett batd by third parties is included in receivaldesl other assets in the accompanying cond
consolidated balance sheets.
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9. Financing Arrangements, Portfolidnvestments

The Company has entered into repurchase agreemghtghird party financial institutions to finandés investment portfolio. Tt
repurchase agreements are shemn borrowings that bear interest rates typichliged on a spread to LIBOR, and are secured byettritie
which they finance. At June 30, 2014, the Compaag repurchase agreements with an outstanding lealein&668.4 million and a weight
average interest rate of 0.44%. At December 3132the Company had repurchase agreements withtatanding balance of $791.1 million ar
weighted average interest rate of 0.49%. As of J88e 2014 and December 31, 2013, the average daywaturity for all repurcha
agreements were 34 days and 31 days, respectivedyCompanys accrued interest payable on outstanding repuecg®ements at June 30, 2
and December 31, 2013 amounts to $0.3 million & $illion, respectively, and is included in aamuexpenses and other liabilities on
Company'’s condensed consolidated balance sheets.

The following table presents detailed informatidoat the Companyg’ borrowings under repurchase agreements and assbeisse
pledged as collateral at June 30, 2014 and DeceBih@013 (dollar amounts in thousands):

June 30, 2014 December 31, 2013
Amortized
Cost Amortized
Outstanding  Fair Value of Of Outstanding  Fair Value of Cost
Repurchase Collateral Collateral Repurchase Collateral Of Collateral
Agreements Pledged Pledged Agreements Pledged Pledged
Agency RMBS
Agency ARMs $ 161,31¢ $ 171,900 $ 174,17. $ 197,97 $ 208,70 % 214,03¢
Agency Fixed Rate 411,08t 438,08: 450,22: 489,95: 516,01( 541,58(
Agency I0s 87,58¢ 108,08: 116,72¢ 94,69¢ 113,72: 122,87¢
CLOs 8,43t 15,09( 10,24¢ 8,50( 14,78¢ 8,941
Balance at end of the period $ 668,42¢ $ 733,16. $ 751,37 $ 791,12 $ 853,22. $ 887,44«

The following table presents contractual matunitformation about the Comparsybutstanding repurchase agreements at June 34
and December 31, 2013 (dollar amounts in thousands)

June 30, December 31,
Contractual Maturity 2014 2013
Within 30 days $ 357,38° % 509,56+
Over 30 days to 90 days 311,04: 281,56
Total $ 668,42( $ 791,12!

As of June 30, 2014, the outstanding balance uaderepurchase agreements was funded at an advatecef 92.0% that implies
average haircut of 8.0%. The weighted average ¢h#irelated to our repurchase agreement financing diorAgency RMBS (excluding Agen
10s), Agency 10s and CLOs was approximately 5%, 26% 35%, respectively, for a total weighted averdwircut” of 8.0%. As of Decemb
31, 2013, the outstanding balance under our repsechgreements was funded at an advance rate28b ®2at implies an average haircut of 7.
The weighted average “haircutglated to our repurchase agreement financing fiorAgency RMBS (excluding Agency 10s), Agency 1Qwd
CLOs was approximately 5%, 25% and 35%, respegtiVet a total weighted average “haircut” of 7.8%.

In the event we are unable to obtain sufficientrsterm financing through repurchase agreements @noetbke, or our lenders start
require additional collateral, we may have to lgate our investment securities at a disadvantagtémes which could result in losses. Any los
resulting from the disposition of our investmentugities in this manner could have a material aslwesffect on our operating results and
profitability. At June 30, 2014 and December 31120the Company had repurchase agreements witlodriterparties. As of June 30, 2014
December 31, 2013, we had no counterparties wherarhount at risk was in excess of 5% of Stockheldeguity. The amount at risk is definec
the fair value of securities pledged as collaterahe repurchase agreement in excess of the teggeagreement liability.
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As of June 30, 2014, the Company had $71.1 milliocash and $156.1 million in unencumbered investraecurities to meet additiol
haircut or market valuation requirements, includdg6.4 million of RMBS, of which $134.2 million@Agency RMBS. The $71.1 million of ca
the $136.4 million in RMBS, and $42.3 million hetdovernight deposits in our Agency 10 portfolicinded in restricted cash (that is availabl
meet margin calls as it relates to our Agency |@fplio repurchase agreements), which collectivelgresent 37.4% of our financing arrangem:
are liquid and could be monetized to pay down dataralize the liability immediately.

10. Residential Collateralized Debt Qigations

The Company’s Residential CDOs, which are recordgdiabilities on the Compars/’condensed consolidated balance sheet
secured by ARM loans pledged as collateral, whieh racorded as assets of the Company. As of Jun@@@ and December 31, 2013,
Company had Residential CDOs outstanding of $15iillion and $158.4 million, respectively. As of JuB0, 2014 and December 31, 2013
current weighted average interest rate on theseOR&3 0.53% and 0.55%, respectively. The ResideDbéDs are collateralized by ARM loz
with a principal balance of $158.3 million and $B5nillion at June 30, 2014 and December 31, 2@d§pectively. The Company retained
owner trust certificates, or residual interesttfmee securitizations, and, as of June 30, 2014Dmwtmber 31, 2013, had a net investment i
residential securitization trusts of $6.2 milliomda$6.6 million, respectively.

11. Subordinated Debentures
Subordinated debentures are trust preferred siessutfitat are fully guaranteed by the Company wepect to distributions and amot
payable upon liquidation, redemption or repayme&he following table summarizes the key detailshef Companys subordinated debentures a

June 30, 2014 and December 31, 2013 (dollar amdnuth®usands):

NYM Preferred Trust
NYM Preferred Trust | ]

Principal value of trust preferred securities $ 25,000 $ 20,00(
Interest Rate Three month LIBOI Three month LIBOI
plus 3.75%, resettir plus 3.95%, resetti

quarterly quarterly

Scheduled maturity March 30, 203 October 30, 202

As of August 7, 2014, the Company has not beerfiedtiand is not aware, of any event of defaultamthe covenants for t
subordinated debentures.

12. Commitments and Contingencies

Loans Sold to Third Parties ¥he Company sold its mortgage lending business amckl 2007. In the normal course of business
Company is obligated to repurchase loans basedotetions of representations and warranties inltlz® sale agreements. The Company di
repurchase any loans during the six months endeel 30, 2014.

Outstanding Litigation The Company is at times subject to various legatgedings arising in the ordinary course of businés o
June 30, 2014, the Company does not believe tlyabfaits current legal proceedings, individuallyiothe aggregate, will have a material adv
effect on the Company’s operations, financial ctadior cash flows.

13. Fair Value of Financial Instrumend

The Company has established and documented pescéssdetermining fair values. Fair value is lbaapon quoted market pric
where available. If listed prices or quotes areanvailable, then fair value is based upon intéyndéveloped models that primarily use inputs
are market-based or independently-sourced markatpers, 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 the fai
value measurement. The three levels of valuatieratchy are defined as follows:

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

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

Level 3- inputs to the valuation methodology are unobdae/and significant to the fair value measurement.

The following describes the valuation methodologissd for the Company‘financial instruments measured at fair valueyel as thi
general classification of such instruments purstathe valuation hierarchy.

a. Investment Securities Available for Sale (RMBS @h@s) — Fair value for the RMBS in our portfolio are valuesing a thirdparty
pricing service or are based on quoted prices geavby dealers who make markets in similar findringtruments. The dealers v
incorporate common market pricing methods, inclgdirspread measurement to the Treasury curveesesitrate swap curve as v
as underlying characteristics of the particularusiég including coupon, periodic and life caps, latdral type, rate reset period
seasoning or age of the security. If quoted pricesa security are not reasonably available frombealer, the security will be re-
classified as a Level 3 security and, as a reswdhagement will determine the fair value basedtaracteristics of the security t
the Company receives from the issuer and basedailable market information. Management reviewspaites used in determini
valuation to ensure they represent current mareditions. This review includes surveying similaanket transactions, comparisi
to interest pricing models as well as offeringdiké securities by dealers. The Company's investreecurities that are comprisec
RMBS and CLOs are valued based upon readily obskrvaarket parameters and are classified as Lefat 2alues.

b. Investment Securities Available for Sale Held inuBi&ization Trusts (CMBS — As the Companyg CMBS investments are compri
of securities for which there are not substantiallyilar securities that trade frequently, the Camp classifies these securities
Level 3 fair values. Fair value of the CompanZMBS investments is based on an internal valnatiodel that considers expec
cash flows from the underlying loans and yieldsuiesfl by market participants. The significant urerisable inputs used in t
measurement of these investments are projectedslasfscertain identified loans within the pool oahs and a discount rate. -
discount rate used in determining fair value inocogpes default rate, loss severity and current atdrikerest rates. The discount
ranges from 4.1% to 14.5%. Significant increasedemreases in these inputs would result in a sgmifly lower or higher fair vall
measurement.

c.  Multi-Family Loans Held in Securitization Trusts Multi-family loans held in securitization trusts are relea at fair value ar
classified as Level 3 fair values. Fair value isdshon an internal valuation model that considepeeted cash flows from t
underlying loans and vyields required by marketip@ants. The significant unobservable inputs usethe measurement of the
investments are discount rates. The discount rs¢el in determining fair value incorporates defaate, loss severity and curr
market interest rates. The discount rate ranges #®5% to 5.67%. Significant increases or decreases in these inpoitsd result il
a significantly lower or higher fair value measussrn

d. Derivative Instrument— The fair value of interest rate swaps, swaptiopsioas and TBAs are based on dealer quotes. Thedhie
of future contracts are based on exchange-tradeespiThe Company’s derivatives are classifiedeagl1 or Level 2 fair values.

e.  Multi-Family CDOs -The fair value of MultiFamily CDOs is determined using a third party pgcservice or are based on qut
prices provided by dealers who make markets inlairfinancial instruments. The dealers will considentractual cash payments
yields expected by market participants. Dealers misorporate common market pricing methods, indga spread measuremen
the Treasury curve or interest rate swap curveekas underlying characteristics of the particiecurity including coupon, perio
and life caps, collateral type, rate reset periodl seasoning or age of the security.
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The following table presents the Companfihancial instruments measured at fair value opcairring basis as of June 30, 2014
December 31, 2013, respectively, on the Comparorislensed consolidated balance sheets (dollar amoutitousands):

Measured at Fair Value on a Recurring Basis at

June 30, 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 $ — $ 85225 $ — $ 85225 $ — $ 876,87 $ — $ 876,87:
Non-Agency RMBS — 2,17: — 2,17: — 2,361 — 2,361
CLOs — 34,79 — 34,79 — 33,20¢ — 33,20¢
Investment securities
available for sale held in
securitization trusts:
CMBS — — 104,29: 104,29: — — 92,57¢ 92,57¢
Multi-family loans held in
securitization trusts — — 8,389,08. 8,389,08: — — 8,111,02. 8,111,02:
Derivative assets:
TBA Securities — 206,24¢ — 206,24 — 190,74 — 190,74
Options on U.S.
Treasury futures — — — — 7 — — 7
U.S. Treasury futures 103 — — 10z 3,257 — — 3,257
Interest rate swap futur — — — — 23¢ — — 23¢
Interest rate swaps — 711 — 711 — 2,041 — 2,041
Swaptions — 243 — 245 — 1,30¢ — 1,30¢
Total $ 102 $1,096,42: $8,493,37' $9,589,90. $ 3,502 $1,106,53. $8,203,600 $9,313,63.
Liabilities carried at fair
value
Multi-family collateralized
debt obligations $ — $ — $8,11427 $8,114270 $ — $ — $7,871,020 $7,871,02
Derivative liabilities:
Interest rate swap futur 1,91¢ — — 1,91¢
Eurodollar futures 1,22¢ — — 1,22¢ 1,432 — — 1,432
Total $ 3,14 $ — $8,114,277 $8,117,41 $ 1,43 $ — $7,871,020 $7,872,45

The following table details changes in valuation tlee Level 3 assets for the six months ended 3014 and 2013, respectiv
(amounts in thousands):

Level 3 Assets:

Six Months Ended June 30,

201 4 201 3

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

Included in earnings (1) 318,42 (350,68()

Included in other comprehensive income 8,40: 8,63¢
Purchases — 1,700,86!
Paydowns (33,669 (29,87
Sale of real estate owned (3,389 —
Balance at the end of period $ 8,49337" $ 6,843,01

@ Amounts included in interest income from multi-féyribans held in securitization trusts and unresaligain on multfamily loans and de
held in securitization trusts, net.
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The following table details changes in valuationtfe Level 3 liabilities for the six months endaghe 30, 2014 and 2013, respecti
(amounts in thousands):

Level 3 Liabilities:
Six Months Ended June 30,

2014 2013

Balance at beginning of period $ 7,871,020 $ 5,319,57:
Total gains/(losses) (realized/unrealized)

Included in earnings (1) 280,30 (375,33)

Included in other comprehensive income — —
Purchases 1,659,63I
Paydowns (37,059 (29,869)
Balance at the end of period $ 8,114.271 $ 6,574,00:

@ Amounts included in interest income from multi-fé4yribans held in securitization trusts and unresaligain on multfamily loans and de
held in securitization trusts, net.

The following table details the changes in unredligains (losses) included in earnings for our L8vassets and liabilities for the th
and six months ended June 30, 2014 and 2013, tesggcdollar amounts in thousands):

Three Months Ended June 3( Six Months Ended June 30,

2014 2013 2014 2013
Change in unrealized gains (losses) — assets $ 197,24t $  (288,09) $ 340,69C $ (328,64)
Change in unrealized (losses) gains — liabilities (177,229 297,07: (315,749 344,67!
Net change in unrealized gains included in earniogassets and liabilitie  $ 20,01¢ $ 8,981 $ 24,948 $ 16,03:

Any changes to the valuation methodology are regtblsy management to ensure the changes are agteopfis markets and produ
develop and the pricing for certain products becomere transparent, the Company continues to réfneluation methodologies. The meth
described above may produce a fair value calculativat may not be indicative of net realizable wealar reflective of future fs
values. Furthermore, while the Company believessitluation methods are appropriate and consistghtother market participants, the us¢
different methodologies, or assumptions, to deteentihe fair value of certain financial instrumeosild result in a different estimate of fair vahil
the reporting date. The Company uses inputs tleatarrent as of each reporting date, which majude periods of market dislocation, dur
which time price transparency may be reduced. Toiglition could cause the Compasmyinancial instruments to be reclassified from dle¥ tc
Level 3 in future periods.

The following table presents assets measured atvédile on a nomecurring basis as of June 30, 2014 and Decembef(®l3

respectively, on the condensed consolidated balsimeets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas at
June 30, 2014 December 31, 2013

Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Residential Mortgage loans

held in securitization trusi

— impaired loans (net) $ — $ — $ 708 $ 7081 $ — $ — $ 6591 $ 6,591
Real estate owned held in

residential securitization

trusts — — 53¢ 53¢ — — 1,10¢ 1,10¢
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The following table presents losses incurred faets measured at fair value on a mecdrring basis for the three and six months e
June 30, 2014 and 2013, respectively, on the Coy'panndensed consolidated statements of operafimiisr amounts in thousands):
Three Months Ended June 30 Six Months Ended June 30,
2014 2013 2014 2013
Residential mortgage loans held in securitizatiosts impaired loans (ne' $ 351 $ (24¢) $ 367 $ (52¢)
Real estate owned held in residential securitinatiosts (31 (7 53 (10

Residential Mortgage Loans Held in Securitizatiorusts — Impaired Loans (net) knpaired residential mortgage loans hel
securitization trusts are recorded at amortized less specific loan loss reserves. Impaired lagnevis based on managemsrdstimate of the r
realizable value taking into consideration localrke# conditions of the property, updated appraisdlies of the property and estimated expe
required to remediate the impaired loan.

Real Estate Owned Held in Residential Securitiraliousts -Real estate owned held in the residential secatitim trusts are record
at net realizable value. Any subsequent adjustmeltresult in the reduction in carrying value witthhe corresponding amount charge:
earnings. Net realizable value based on an edtiofatlisposal taking into consideration local mait@nditions of the property, updated appr:
values of the property and estimated expensesregtjig sell the property.

The following table presents the carrying valuel astimated fair value of the Compasffinancial instruments at June 30, 2014
December 31, 2013, respectively, (dollar amounthdusands):

June 30, 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 $ 71,13 $ 71,13: $ 31,79¢ % 31,79¢
Investment securities available for sale Level 2 889,22( 889,22( 912,44 912,44
Investment securities available for sale, at falug held ir

securitization trusts Level 3 104,29: 104,29: 92,57¢ 92,57¢
Residential mortgage loans held in securitizatiasts

(net) Level 3 156,12¢ 142,99° 163,23 152,10
Distressed residential mortgage loans (Het) Level 3 243,83 261,00t 264,43: 254,54
Multi-family loans held in securitization trusts Level 3 8,389,08 8,389,08: 8,111,02; 8,111,02.
Derivative assets Level 1 or 2 207,30t 207,30t 197,59( 197,59(
Mortgage loans held for sale (n&) Level 3 2,491 2,55( 2,49¢ 2,59¢
First mortgage loan@) Level 3 8,23¢ 8,57 8,24¢ 8,31¢
Mezzanine loan and equity investmef@ts Level 3 32,37: 32,62¢ 21,56¢ 21,81:
Financial Liabilities:
Financing arrangements, portfolio investments Level 2 $ 668,42¢ $ 668,42¢ $ 791,12' % 791,12¢
Residential collateralized debt obligations Level 3 151,09 140,27 158,41( 151,91
Multi-family collateralized debt obligations Level 3 8,114,271 8,114,271 7,871,021 7,871,02i
Securitized debt Level 3 294,31 304,93t 304,96: 311,53!
Derivative liabilities Level 1 or 2 3,14(C 3,14( 1,432 1,43:
Payable for securities purchased Level 1 204,58( 204,58( 191,59: 191,59:
Subordinated debentures Level 3 45,00( 37,767 45,00( 39,31(

(@ Includes distressed residential mortgage loans inedécuritization trusts with a carrying value amting to approximately $233.1 million &
$254.7 million at June 30, 2014 and December 3132fkespectively. Distressed residential mortgagas with a carrying value amounting
approximately $10.7 million and $9.7 million arelimded in receivables and other assets in the guaoying condensed consolidated bali
sheets at June 30, 2014 and December 31, 2018ctisy.

(@) Included in receivables and other assets in thenapanying condensed consolidated balance sheets.
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In addition to the methodology to determine the failue of the Company’financial assets and liabilities reported at faitue on
recurring basis and narecurring basis, as previously described, the falig methods and assumptions were used by the Goniparriving at th
fair value of the Company’s other financial instemts in the table immediately above:

a. Cash and cash equivaler— Estimated fair value approximates the carrying #afisuch asset

b . Residential mortgage loans held in securitizatinrsts (net— Residential mortgage loans held in the securitiratiusts are recordec
amortized cost. Fair value is based on an intaralalation model that considers the aggregated cterstics of groups of loans such
but not limited to, collateral type, index, interreate, margin, length of fixethte period, life cap, periodic cap, underwritingnslards
age and credit estimated using the estimated maricets for similar types of loans.

c. Distressed residential mortgage loans (n— Fair value is estimated using pricing models takimgp consideration current inter
rates, loan amount, payment status and property; gpd forecasts of future interest rates, homreegrand property values, prepayn
speeds, default, loss severities, and actual pseshand sales of similar loa

d. Mortgage loans held for sale (n& The fair value of mortgage loans held for sale)(aet estimated by the Company based on the
that would be received if the loans were sold asl@/loans taking into consideration the aggregatedacteristics of the loans suck
but not limited to, collateral type, index, intereste, margin, length of fixed interest rate périlife time cap, periodic cap, underwrit
standards, age and cret

e. First mortgage loan and mezzanine loan and equitgstment— Estimated fair value is determined by both markebgarable pricin
and discounted cash flows. The discounted cashsflasg based on the underlying contractual cashsflamd estimated change:
market yields. The fair value also reflects consitlen of changes in credit risk since the origimmabr time of initial investmen

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

g. Residential collateralized debt obligatio— The fair value of these CDOs is based on discouceisti flows as well as market pricing
comparable obligation:

h. Securitized det— The fair value of securitized debt is based ondalisted cash flows using managen's estimate for market yield
i.  Payable for securities purchas— Estimated fair value approximates the carrying @afisuch liabilities

j. Subordinated debentures Fhe fair value of these subordinated debenturdsaged on discounted cash flows using management
estimate for market yield

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

The Company had 200,000,000 authorized shares aferped stock, par value $0.01 per share, with B shares issued ¢
outstanding as of June 30, 2014 and December 3. Z0n June 4, 2013, the Company issued 3,000 08@s of 7.75% Series B Cumula
Redeemable Preferred Stock (“Series B Preferredk3towith a par value of $0.01 per share and a liquidafreference of $25 per shi
3,450,000 shares authorized, in an underwrittenipuiffering, for net proceeds of approximately $¥2nillion, after deducting underwritil
discounts and offering expenses. The Series Bfed Stock is entitled to receive a dividend aai@ of 7.75% per year on the $25 liquida
preference and is senior to the common stock veiipect to dividends and distribution of assets djgmidation, dissolution or winding up. T
Series B Preferred Stock generally does not hayevating rights, subject to an exception in thergwe Company fails to pay dividends on ¢
stock for six or more quarterly periods (whethenot consecutive). Under such circumstances, éhiee$SB Preferred Stock will be entitled to \
to elect two additional directors to the CompanBeard of Directors (the “Board”§lesignating the Series B Preferred Stock untiluajpaic
dividends have been paid or declared and set &agayment. In addition, certain material and exde changes to the terms of the Seri
Preferred Stock cannot be made without the affineatote of holders of at least two-thirds of théstanding shares of Series B Preferred Stock.
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The Series B Preferred Stock is not redeemablédyCompany prior to June 4, 2018, except undeumistances intended to prese
the Companyg qualification as a REIT and except upon the geawe of a Change of Control (as defined in théckss Supplementary designat
the Series B Preferred Stock). On and after JuR@13, the Company may, at its option, redeem #r@$ B Preferred Stock, in whole or in par
any time or from time to time, for cash at a redéampprice equal to $25.00 per share, plus anyractated and unpaid dividends.

In addition, upon the occurrence of a Change oft@brthe Company may, at its option, redeem theeSd3 Preferred Stock, in whe
or in part, within 120 days after the first data,which such Change of Control occurred, for cashr@demption price of $25.00 per share, plus
accumulated and unpaid dividends.

The Series B Preferred Stock has no stated matusitpot subject to any sinking fund or mandatoegemption and will rema
outstanding indefinitely unless repurchased or estlerl by the Company or converted into the Comgangmmon stock in connection witl
Change of Control by the holders of the Seriesd&ePred Stock.

Upon the occurrence of a Change of Control, eadtlenmf Series B Preferred Stock will have the tigimless the Company
exercised its right to redeem the Series B PraleBteck) to convert some or all of the Series Bé?red Stock held by such holder into a numb
shares of our common stock per share of SeriesefefPed Stock determined by a formula, in each,cas¢he terms and subject to the condit
described in the Articles Supplementary.

From the time of original issuance of the SerieRrBferred Stock through June 30, 2014, the Compasydeclared and paid all requ
quarterly dividends on such stock. The followingléapresents the relevant dates with respect th guarterly cash dividends on the Serie
Preferred Stock from issuance through June 30,:2014

Cash
Dividend
Declaration Date Record Date Payment Date Per Share
June 18, 2014 July 1, 2014 July 15, 2014 $ 0.48437!
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 dedldénethe Company on its common stock with respe@ach of the quarterly peric
commencing January 1, 2013 and ended June 30, 2014:

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share
Second Quarter 2014 June 18, 2014 June 30, 2014 July 25, 2014 $ 0.27
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 respecihares of the Compasytommon stock issued through public offerings raythe
six months ended June 30, 2014.

Net
Share Issue Date Shares Issued Proceedsd)
(Amounts in Thousands)
April 7, 2014 14,95( $ 109,91¢
January 10, 2014 11,500 $ 75,84¢

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

On June 11, 2012, we entered into an equity digioh agreement with JIMP Securities LLC (“JMRY the placement agent, pursua
which we may sell up to $25,000,000 worth of sharfesur common stock from time to time through JM® have no obligation to sell any of
shares under the equity distribution agreementnaagl at any time suspend solicitations and offedeuthe equity distribution agreement. Du
the six months ended June 30, 2014, there werbaresissued under the equity distribution agre¢nirming the six months ended June 30, 2
we issued 480,014 shares under the equity disimibbaigreement resulting in total net proceeds ¢oGbhmpany of $3.5 million, after deducting
placement fees.

15. Earnings Per Share

The Company calculates basic net income per shadivitling 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 dilutivetriiments, such as convertible prefe
stock, stock options and unvested restricted ofopaance stock, but uses the average share pricthdoperiod in determining the numbel
incremental shares that are to be added to thehtegigverage number of shares outstanding. There weddutive instruments for the six mon
ended June 30, 2014 and 2013.

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

For the Three Months Ended For the Six Months Ended

June 30, June 30,

201 4 2013 201 4 2013
Numerator :
Net income attributable to common stockhol— Basic $ 30,32¢ $ 11,23t $ 51,58 $ 26,62
Net income attributable to common stockhol— Dilutive 30,32¢ 11,23¢ 51,58¢ 26,62:
Denominator:
Weighted average basic shares outstanding 89,68¢ 58,95¢ 82,137 54,31
Weighted average dilutive shares outstanding 89,68¢ 58,95¢ 82,131 54,31
EPS:
Basic EPS $ 034 $ 0.1¢ $ 06z $ 0.4¢
Dilutive EPS $ 034 $ 0.1¢ $ 0.6 $ 0.4¢
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16. Stock Incentive Plan

Pursuant to the 2010 Plan Stock Incentive Plarppsoaied by the Comparg/’stockholders, eligible employees, officers amdaors o
the Company have the opportunity to acquire the @om's common stock through the award of restristedk and other equity awards undei
2010 Plan. The maximum number of shares that magsbed under the 2010 Plan is 1,190,000.

Of the common stock authorized at June 30, 2014 Recember 31, 2013, 862,512 shares and 995,02@sshasspectively, we
reserved for issuance under the Compsrd010 Stock Incentive Plan. At June 30, 2014 aadethber 31, 2013, there were 162,171 and 9
shares of unvested restricted stock outstandingruthé 2010 Plan. The Compasylirectors have been issued 111,311 and 83,31é&sstiader tr
2010 Plan as of June 30, 2014 and December 31, 28§ ctively. The Compargydfficers have been issued 216,177 and 111,66@shbader tr
2010 Plan as of June 30, 2014 and December 31, @ ctively.

During the three and six months ended June 30,,2824Company recognized neash compensation expense of $0.1 million and
million, respectively. During the three and six rtfenended June 30, 2013, the Company recognizedasincompensation expense of $0.1 mi
and $0.1 million, respectively. Dividends are paid all restricted stock issued, whether those shhawe vested or not. In general, naste(
restricted stock is forfeited upon the recipietdtsnination of employment. There were no forfeitudeiring the six months ended June 30, 201
2013.

A summary of the activity of the Company's nasted restricted stock under the 2010 Plan fosithenonths ended June 30, 2014
2013, respectively, are presented below:

2014 2013

Weighted

Weighted Average Per
Number of Average Per Number of Share

Non-vested Share Non-vested Grant Date

Restricted Grant Date Restricted Fair Value V)
Shares Fair Value V) Shares

Non-vested shares at January 1 94,87: % 7.01 31,58C $ 6.5¢
Granted 104,51 7.3¢ 75,38¢ 7.1z
Vested (37,219 6.97 (12,099 6.65
Non-vested shares as of June 30 162,17 $ 7.2€ 94,87: $ 7.01
Weighted-average fair value of restricted stockitgd during the period 10451 $ 7.3¢ 75,38t $ 7.1¢

(1) The grant date fair value of restricted stock awaschased on the closing market price of the Caryipacommon stock at the grant date.

At June 30, 2014 and 2013, the Company had unrémedjcompensation expense of $1.0 million and &llon, respectively, relate
to the nonvested shares of restricted common stock unde2@h® Plan. The unrecognized compensation experkmat30, 2014 is expected tc
recognized over a weighted average period of 2aBsyd he total fair value of restricted sharesacsiuring the six months ended June 30, 201
2013 was approximately $0.3 million and $0.1 millioespectively. The requisite service period &stricted shares at issuance is three years.
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17. Income Taxes

At June 30, 2014, a wholly owned TRS of the Comphagt approximately $59 million of net operatingslaarryforwards which tt
Company does not expect to be able to utilize teetffuture taxable income, other than taxablenmea@rising from certain “built in gaingh its
CLOs. The carryforwards will expire between 202¢btlgh 2028. The Internal Revenue Code places pnditaitations on the annual amount of
operating loss carryforwards that can be utilifezkrtain changes in the Compasiypwnership occur. The Company determined duririg 2Bat i
had undergone ownership changes within the meafilgernal Revenue Code Section 382 that the Compalieves will substantially elimine
utilization of these net operating loss carryfom&gmto offset future taxable income. In generak ifompany incurs an ownership change L
Section 382, the company's ability to utilize a aperating loss, or NOL carryforward to offset iéxable income becomes limited to a cel
amount per year. In 2013, the Company, througlwitslly owned TRSs, incurred net operating losseth@aggregate amount of approxims
$2.5 million. The Companyg’ carryforward net operating losses will expire2®83 if they are not offset by future taxable ineordditionally
during 2013, the Company, through one of its whallyned TRSs, also incurred approximately $3.5 arillin capital losses. The Compasy’
carryforward capital losses will expire by 2018héy are not offset by future capital gains. ThenPany has recorded a valuation allowance a¢
certain deferred tax assets at June 30, 2014 aagearent does not believe that it is more likelynthat that these deferred tax assets wi
realized.

The Company files income tax returns with the UeBleral government and various state and locaddigiions. The Company is
longer subject to tax examinations by tax authesifior years prior to 2010. The Company has ass$étsstax positions for all open years, wt
includes 2010 to 2013 and concluded that there@material uncertainties to be recognized.

During the three and six months ended June 30, ,204Companyg TRSs recorded approximately $0.5 million and $®ibion,
respectively, of income tax expense. During tived and six months ended June 30, 2013, the CofrgpaiRSs recorded approximately $
million and $0.3 million, respectively, of incomaxtexpense. The Compasyestimated taxable income differs from the fedstatiutory rate as
result of state and local taxes, non-taxable RBEbine and a valuation allowance and other diffexenc

The gross deferred tax asset at June 30, 2014 endnfiber 31, 2013 is $32.5 million and $30.3 millieespectively. The major
sources of temporary differences included in tHerded tax assets and their deferred tax effecf dsine 30, 2014 and December 31, 2013 are as
follows (dollar amounts in thousands):

June 30, December 31,
2014 2013

Deferred tax assets

Net operating loss carryforward $ 29,46 % 28,25(

Net capital loss carryforward 2,341 1,594

GAAP/Tax basis differences 64t 48¢

Total deferred tax assefs 32,45’ 30,33
Valuation allowance (30,989 (30,27¢)
Deferred tax liabilities

Deferred tax liabilities 1,07¢ 55

Total deferred tax liabilitie®) 1,07(C 55
Total net deferred tax asset $ 39 $ —

@ Included in receivables and other assets in therapanying condensed consolidated balance sheets.

@ Included in accrued expenses and other liabilitidhe accompanying condensed consolidated bakireets.
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18. Related Party Transactions
Management Agreements

On April 5, 2011, the Company entered into a mamage agreement with RiverBanc, pursuant to whicrefanc provides investme
management services to the Company. On March 1B3,2ie Company entered into an amended and réstaé@magement agreement v
RiverBanc (as amended, the “RiverBanc Managementedkgent”). The RiverBanc Management Agreement replaces thar pmanageme
agreement between RiverBanc and the Company, datefl April 5, 2011. The amended and restated awethas an effective date of Janua
2013 and has a term that will expire on Decembef814, subject to automatic annual one-year relsetivareof.

As of June 30, 2014 and December 31, 2013, the @oynpwned a 20% membership interest in RiverBaactilie three and six mon
ended June 30, 2014, the Company recognized appately $0.1 million and $0.3 million in income rid to its investment in RiverBai
respectively. For the three and six months ende@ B0, 2013, the Company recognized approximat@ly #illion and $0.1 million in incon
related to its investment in RiverBanc, respecyivel

For the three and six months ended June 30, 204 Company expensed $1.1 million and $2.2 millionfees to RiverBan
respectively. For the three and six months entlete 30, 2013, the Company expensed $0.7 millieh &n3 million in fees to RiverBar
respectively. As of June 30, 2014 and December2813, the Company had fees payable to RiverBan800f million and $1.0 millios
respectively, included in accrued expenses and t#islities.
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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 ExchanCommission, or SEC, or in pr
releases or other written or oral communicatioegésl or made by us, statements which are not inigkém nature, including those containing wc
such as “believe,” “expect,” “anticipate,” “estinedt “plan,” “continue,” “intend,” “should,” “would; “could,” “goal,” “objective,” “will,” “may” or
similar expressions, are intended to identify “fardrlooking statementsiithin the meaning of Section 27A of the Securiths of 1933, a
amended, or Securities Act, and Section 21E ofSeurities Exchange Act of 1934, as amended, ohdhge Act, and, as such, may inw
known and unknown risks, uncertainties and assumgti

” o ” o« ” ow LI ” o ” o, ” o | ” o«
1

Forwardiooking statements are based on our beliefs, agsomspand expectations of our future performaneking into account &
information currently available to us. These baliegfssumptions and expectations are subject t® aisét uncertainties and can change as a re:
many possible events or factors, not all of which lenown to us. If a change occurs, our businésanéial condition, liquidity and results
operations may vary materially from those expressexlr forwardlooking statements. The following factors are exspf those that could cal
actual results to vary from our forwalabking statements: changes in interest rates ladnarket value of our securities, changes in tegiead:
the impact of the downgrade of the lotegm credit ratings of the U.S., Fannie Mae, Freddac, and Ginnie Mae; market volatility; changeshie
prepayment rates on the mortgage loans underlyingngestment securities; increased rates of defad/or decreased recovery rates on our a
our ability to borrow to finance our assets; chanigegovernment laws, regulations or policies difecour business, including actions taken by
U.S. Federal Reserve and the U.S. Treasury; olityallsi maintain our qualification as a REIT fordferal tax purposes; our ability to maintain
exemption from registration under the Investmenm@any Act of 1940, as amended; and risks associatitdinvesting in real estate ass
including changes in business conditions and theergde economy. These and other risks, uncertaimtigs factors, including the risk fact
described in Part I, Item 1A — “Risk Factors” ofrdAnnual Report on Form 1R-for the year ended December 31, 2013 and as egdat ou
subsequent filings with the SEC under the Exchahge could cause our actual results to differ miatlr from those projected in any forward-
looking statements we make. All forwalabking statements speak only as of the date omtwtiiey are made. New risks and uncertainties
over time and it is not possible to predict thosentés or how they may affect us. Except as requisethw, we are not obligated to, and do
intend to, update or revise any forward-lookingestaents, whether as a result of new informatioturéuevents or otherwise.

Defined Terms

In this Quarterly Report on Form 10-Q we refer teviNYork Mortgage Trust, Inc., together with its solidated subsidiaries, as “we,”

“us,” “Company,” or “our,” unless we specifically &te otherwise or the context indicates otherwi§e. refer to our whollpwned taxable RE
subsidiaries as “TRSs” and our wholly-owned qualifiREIT subsidiaries as “QRSsdlfi addition, the following defines certain of thememonl
used terms in this report: “RMBS” refers to residieh mortgage-backed securities comprised of adjblgt-rate, hybrid adjustable-rate, fixedte,
interest only and inverse interest only, and prationly securities; “Agency RMBSefers to RMBS representing interests in or obligat backe
by pools of mortgage loans issued or guaranteed faderally chartered corporation (“GSE"such as the Federal National Mortgage Associc
(“Fannie Mae”) or the Federal Home Loan Mortgage Qoration (“Freddie Mac”), or an agency of the U.S. government, such as thei@mer
National Mortgage Associatior‘Ginnie Mae”); “Agency ARMs” refers to Agency RMB®mprised of adjustable-rate and hybrid adjustafalts
RMBS;“non-Agency RMBS” refers to RMBS backed by primmelja and Alternative A-paper (“Alt-A”) mortgage login‘lOs” refers collectivel
to interest only and inverse interest only mortghgeked securities that represent the right to titerest component of the cash flow from a pc
mortgage loans; “Agency |Osfefers to 10s that represent the right to the is&rcomponents of the cash flow from a pool of gage: loans issut
or guaranteed by a GSE or an agency of the U.Semgavent; “POs” refers to mortgagbacked securities that represent the right to thieqipal
component of the cash flow from a pool of mortgagas; “ARMs” refers to adjustable-rate residentialortgage loans; “prime ARM loanghc
“residential securitized loans”each refer to primeredit quality residential ARM loans (“prime ARMadns”) held in securitization trust
“distressed residential loans” refers to pools daérfprming and re-performing, fixed-rate and adjustarate, fully amortizing, interesinly anc
balloon, seasoned mortgage loans secured by fiesislon one- to four-family properties‘CMBS” refers to commercial mortgageacker
securities comprised of commercial mortgage pghssugh securities, as well as 10 or PO securitiest represent the right to a specific compo
of the cash flow from a pool of commercial mortglgms; and “CLO” refers to collateralized loan abhtions.
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General

We are a REIT, for federal income tax purposeshé business of acquiring, investing in, financargd managing primarily mortgage-
related assets and financial assets. Our objeistitemanage a portfolio of investments that wélider stable distributions to our stockholdersn
diverse economic conditions. We intend to achiéi® abjective through a combination of net interaargin and net realized capital gains from
investment portfolio. Our portfolio includes centairedit sensitive assets and investments souroeddistressed markets in recent years that ¢
the potential for capital gains, as well as moagitional types of mortgage-related investmentsdgeaerate interest income.

We have endeavored to build in recent years a sifient investment portfolio that includes elemeaitsnterest rate and credit risk, as
believe a portfolio diversified among interest ratel credit risks are best suited to deliveringlstaash flows over various economic cycles. U
our investment strategy, our targeted assets diyrieclude multifamily CMBS, mezzanine loans to and preferred gguoiestments in owners
multi-family properties, residential mortgage loans,tudahg loans sourced from distressed markets, arah&gRMBS. Subject to maintaining
qualification as a REIT, we also may opportunislycacquire and manage various other types of nagitgelated and financial assets that
believe will compensate us appropriately for treksiassociated with them, including, without liida, nonAgency RMBS (which may inclut
IOs and POs), collateralized mortgage obligatiomd securities issued by newly originated residémsuritizations, including credit sensit
securities from these securitizations.

We strive to maintain and achieve a balanced avetsk funding mix to finance our assets and operstiTo this end, we rely primarily
a combination of shotierm borrowings, such as repurchase agreementdenitts typically of 30 days, and longer term stuted financings, su
as securitization and re-securitization transastiarith terms longer than one year.

We internally manage a certain portion of our mitf including Agency ARMs, fixed-rate Agency RMBB8onAgency RMBS, CLO
and certain residential mortgage loans held in rif&ation trusts. In addition, as part of our ist@ent strategy, we also contract with cel
external investment managers to manage specifit &gses targeted by us. We are a party to separastment management agreements
Headlands, Midway and RiverBanc, whfeadlands providing investment management serwiithsrespect to our investments in certain diste
residential mortgage loans, Midway providing inwesht management services with respect to our imergs in Agency I0s, and RiverB:
providing investment management services with mesfmeour investments in multi-family CMBS and @@nt commercial real estatelated det
investments.

Key Second Quarter 2014 Developments
Public Offering of Common Stock

On April 7, 2014, we closed on the issuance of 3@,800 shares of common stock to the underwrifadu@ding the 1,950,000 sha
issuable pursuant to the option granted to the mwriters), resulting in net proceeds to the Compafyapproximately $109.9 million, aff
deducting estimated offering expenses.

Second Quarter 2014 Common Stock and Preferred Stock Dividends

On June 18, 2014, our Board of Directors declaredgalar quarterly cash dividend of $0.27 per comrabare for the quarter enc
June 30, 2014. The dividend was paid on July 25426 our common stockholders of record as of Bthe&014.

Also, in accordance with the terms of our SeridBr8ferred Stockn June 18, 2014, our Board of Directors declar8erées B Preferre

Stock quarterly cash dividend of $0.484375 per estadr Series B Preferred Stock. The dividend wasl pai July 15, 2014 to our prefer
stockholders of record as of July 1, 2014.
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Current Market Conditions and Commentary

General. The U.S. economy performed below the expectatidrtbe U.S. Federal Reserve, or Federal Resetr@glthe first half ¢
2014 posting a decline of 2.1% (revised) in U.&l ggoss domestic product (“GDR) the first quarter of 2014, largely driven by $evere winte
weather impacting much of the country in Januany Bebruary and by lower exports, and an increase0% (preliminary) in GDP during t
second quarter of 2014. This compares to growth ¥ and 2.6% in the third and fourth quarters@f2 respectively, and the Federal Resarve’
prediction in early 2014 of 3% or greater GDP gtofar full year 2014. In light of the slower tharpected economic growth during the first ha
2014, in June 2014, Federal Reserve policymakeisaw downward their March 2014 GDP growth projausi for 2014, with the central tende
projections for GDP growth ranging from 2.1% to%.%r 2014 (down from 2.8% to 3.0% in March 2014)ile& maintaining their GDP grow
projections for 2015 of 3.0% to 3.2%.

Meanwhile, a number of other economic indicatorsrduthe second quarter of 2014 suggest an ecortbatyis building momentur
According to the U.S. Department of Labor, the WiSemployment rate at the end of June 2014 dectmédl%, down from an unemployment
of 6.7% as of the end of March 2014, while totahfim payroll employment posted an estimated aweeragnthly increase of approximat
272,000 jobs during the second quarter of 2014oaspared to an average monthly increase of 178,089 during the first quarter of 2014
194,000 jobs during the year ended December 313.2l1e lower average monthly employment growth nerslfor the first quarter of 2014 wi
significantly impacted by the jobs number in Jagug®14, which recorded just 144,000 new jobs. Thaféence Board Consumer Confiden
Index for July also suggests that the outlook f@r €conomy may be improving as well, with consuo@fidence higher for the third strai
month in July 2014 and now at its highest levetsi®ctober 2007.

Federal Reserve and Monetary Policysince commencing reductions in its purchases u@de3 of (i) longeterm U.S. Treasu
securities and (i) Agency RMBS, the Federal Resdras maintained its previously announced paceethurcing purchases under its asset purc
program. Beginning in August 2014, the pace ofRFkderal Reserve’s purchases of longem U.S. Treasury securities and Agency RMBS
reduced to $15 billion and $10 billion per monthspectively, with further reductions of $10 billiper month. According to the minutes from
Federal Reserve Open Market Committee’s June 2@&kting, the Federal Reserve expects to end its psszhases under QE3 in October 2014.

In July 2014, the Federal Reserve maintained teninto keep the target range for the federal fuatls between 0% and 0.25%
indicated that in determining how long to maint#tie current target range, the Federal Reserveasdless progress, both realized and expi
towards its objectives of maximum employment andi2fation.

Single-Family Homes and Residential Mortgage Markée residential real estate market has continuedetelerate in the first fo
months of 2014, as evidenced by the 0.2% risearSiRP/Caseshiller index of home prices in 20 major citiesApril, down from 1.2% in Marc
2014. Over the last year (April 2014 versus Apfill3), prices have risen 10.8%, compared with a%3gain in January 2014. In additi
according to data provided by the U.S. Departmér€@mmmerce, privatelypywned housing starts for single family homes avedag seasona
adjusted annual rate of 618,700 during the secoiadtey of 2014, as compared to 605,300 duringitseduarter of 2014 and 617,600 in the
ended December 31, 2013. We expect the sifagiely residential real estate market to continméntprove modestly in the near term, but bel
that the run up in home prices over the past coopiears, the hesitancy of firsthe home buyers to enter the market and the coedimifficulty
that many borrowers face in trying to obtain mogegéinancing will contribute to slowing housing gaifor single family homes over the balanc
2014.

Multi-family Housing Apartments and other residential rental properéesain one of the better performing segments ottmmercie
real estate market. According to data providedhsy W.S. Department of Commerce, starts on nfaitily homes containing five units or mu
averaged a seasonally adjusted annual rate of @bHi®ing the second quarter of 2014, as compar88%,300 during the first quarter of 2014
293,700 in the year ended December 31, 2013. Skrenghe multi-family housing sector has contrigmlitto valuation improvements for multi-
family properties and, in turn, many of the mudtiily CMBS that we own.

Credit SpreadsCredit spreads in the residential and commerciaketa have generally continued to tighten furthesirdy the secor
quarter of 2014, continuing a trend exhibited dgransignificant part of 2012, 2013 and the firsamger of 2014. Typically when credit spre
widen, credit-sensitive assets such as CLOs, rfartily CMBS, distressed residential loans, as wslAgency I0s, are negatively impacted, w
tightening credit spreads typically have a positapact on the value of such assets.
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Comparable to the first quarter of 2014, assetagaty in the second quarter of 2014 has proveretohallenging. In our view, furth
tightening of credit spreads has largely resultednfthe continued pursuit of credit sensitive assst a significant amount of investable cag
thereby placing upward pressure on the pricindnefdredit sensitive assets that we currently tafj#tough this trend has had a positive impac
the value of many of the credit sensitive assetaimexisting portfolio, which in turn has helpedmove our book value per common share higr
has resulted in a more challenging current retumvirenment for new investment in these asset ctagzarticularly for new multiamily CMBS
product and distressed residential loans. Givesi ¢hallenging current return environment, we expeaemain selective and opportunistic as
source new credit sensitive product in the secaifidf 2014, but remain focused in the near termalbocating greater capital to credit sensi
assets that rely on asset selection rather thandge to generate our targeted returns.

Financing markets and liquidityn light of the slower than expected economic giodtiring the first half of 2014, the markets F
effectively repriced the long-end of the yield ceyrwith the yield of the tegear U.S. Treasury Note declining by 51 basis pogitice Decemb
31, 2013 to 2.52% at June 30, 2014, while shomteterest rates have held steady for the most qaaihg the first half of 2014. The 3ty
London Interbank Offered Rate (“LIBORYas 0.15% at June 30, 2014, marking a decreasppsbxdmately 1 basis point from December
2013.

Developments at Fannie Mae and Freddie M&ayments on the Agency ARMs and fixede Agency RMBS in which we invest
guaranteed by Fannie Mae and Freddie Mac. In addiéilthough not guaranteed by Freddie Mac, aliusfmultifamily CMBS has been issued
securitization vehicles sponsored by Freddie Macbroadly publicized, Fannie Mae and Freddie Macpmesently under federal conservator
as the U.S. Government continues to evaluate theefwf these entities and what role the U.S. Gawent should continue to play in the hou:
markets in the future. Since being placed undegridcconservatorship, there have been a numbeaopbpals introduced, both from industry grc
and by the U.S. Congress, relating to changingdteeof the U.S. government in the mortgage maaket reforming or eliminating Fannie Mae
Freddie Mac. One of the proposed bills that hasived serious consideration is the Housing Find&eform and Taxpayer Protection Act of 2(
also known as the Cork#&¥arner Bill, which was introduced in the U.S. Sendthis legislation, among other things, would atiate Freddie Me
and Fannie Mae and replace them with a new agehayhwvould provide a financial guarantee that woadly be tapped after private institutit
and investors stepped in. During the second quaft@014, the proposed legislation failed to se@meugh support to make it out of the Se
Banking Committee for a full vote. It remains ural&ow the U.S. Congress will move forward on G8f&nm at this time and what impact, if a
GSE reform will have on mortgage REITs.

Significant Estimates and Critical Accounting Poliges

A summary of our critical accounting policies i€lmded in Item 8 of our Annual Report on FormK@er the year ended December
2013 and “Note 2 — Summary of Significant AccougtiPolicies” to the condensed consolidated finarstatiements included therein.

Revenue Recognitiarinterest income on our investment securities alkléor sale and on our mortgage loans is accrasad on tr
outstanding principal balance and their contracteahs. Premiums and discounts associated wittsimant securities and mortgage loans &
time of purchase or origination are amortized iinterest income over the life of such securitiemgishe effective yield method. Adjustment:
premium amortization are made for actual prepayraetivity.

Interest income on our credit sensitive securitsgh as our noAgency RMBS and certain of our CMBS that were pesgd at
discount to par value, is recognized based on #uairgy’s effective interest rate. The effective interesteron these securities is basec
management’s estimate from each security of théeged cash flows, which are estimated based onCihvapanys assumptions related
fluctuations in interest rates, prepayment speedstlze timing and amount of credit losses. On adtla quarterly basis, the Company reviews
if appropriate, makes adjustments to its cash fiogjections based on input and analysis receivenh fexternal sources, internal models, an
judgment about interest rates, prepayment ratestithing and amount of credit losses, and othetofacChanges in cash flows from th
originally projected, or from those estimated a thst evaluation, may result in a prospective ghan the yield/interest income recognizec
these securities.
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Based on the projected cash flows from the Compgafingt loss principal only CMBS purchased at adist to par value, a portion of -
purchase discount is designated as non-accretabbhagse discount or credit reserve, which partialltigates the Company’risk of loss on tt
mortgages collateralizing such CMBS, and is noteetgd to be accreted into interest income. The aimdesignated as a credit reserve ma
adjusted over time, based on the actual performahdtiee security, its underlying collateral, actaald projected cash flow from such collate
economic conditions and other factors. If the penfance of a security with a credit reserve is mfar@rable than forecasted, a portion of
amount designated as credit reserve may be acdnttehterest income over time. Conversely, if gggformance of a security with a credit res
is less favorable than forecasted, the amount datgd as credit reserve may be increased, or impaircharges and writdewns of such securiti
to a new cost basis could result.

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

Fair value.The Company has established and documented prsciessgetermining fair values. Fair value is baspdn quoted mark
prices, where available. If listed prices or qgotee not available, then fair value is based upternally developed models that primarily
inputs that are market-based or independestlyrced market parameters, including interest ya&éd curves. Such inputs to the valua
methodology are unobservable and significant tofélirevalue measurement. The Company’s CMBS 10s BSMPOs, multifamily loans held i
securitization trusts and multi-family CDOs are sidiered to be the most significant of its fair \eakstimates.

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

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

Variable Interest Entities: An entity that lacks one or more of the charactiessof a voting interest entity. A VIE is defined an entit
in which equity investors do not have the charésties of a controlling financial interest or dotrftave sufficient equity at risk for the entity
finance its activities without additional subordied financial support from other parties. The Campconsolidates a VIE when it is the prirr
beneficiary of such VIE. As primary beneficiary, has both the power to direct the activities thatsmsignificantly impact the econor
performance of the VIE and a right to receive biésefr absorb losses of the entity that could bemtially significant to the VIE. The Compan)
required to reconsider its evaluation of whethecdnsolidate a VIE each reporting period, basedhugitanges in the facts and circumsta
pertaining to the VIE.

Loan Consolidation Reporting Requirement for CertMulti-Family K-Series SecuritizationsAs of June 30, 2014 and December
2013, we owned 100% of the first loss tranche efigges of the “Consolidated K-Series”. The Coidated KSeries collectively represents
separate Freddie Mac sponsored multi-family loa8efies securitizations, of which we, or one of special purpose entities, or SPEs, own the
loss PO securities and certain 10 securities. Werdened that the Consolidated$eries were VIEs and that we are the primary beiag§i of the
Consolidated K-Series. As a result, we are requitedonsolidate the Consolidated K-Series’ undedymultifamily loans including the
liabilities, income and expenses in our consoliddteancial statements. We have elected the fduwevaption on the assets and liabilities |
within the Consolidated K-Series, which requirest tthanges in valuations in the assets and liegsilaf the Consolidated Keries will be reflecte
in our consolidated statement of operations.

Fair Value Option- The fair value option provides an election thabval companies to irrevocably elect fair value foafcial assets a
liabilities on an instrument-biyxstrument basis at initial recognition. Changedaiin value for assets and liabilities for whictetblection is mac
will be recognized in earnings as they occur. Thenpany elected the fair value option for its Agel@ strategy and the Consolidated3¢ries (a
defined in Note 2 to our unaudited condensed cadeteld financial statements included in this report

Acquired Distressed Residential Mortgage Loarmscquired distressed residential mortgage loanstihae evidence of deteriorated cr
quality at acquisition are accounted for under AS@htopic 310-30. Under ASC 3B, the acquired loans may be accounted for indallg
or aggregated and accounted for as a pool of libdims loans being aggregated have common riskacharistics. A pool is accounted for as a si
asset with a single composite interest rate araggnegate expectation of cash flows. Once a pamdsembled, it is treated as if it was one loa
purposes of applying the accounting guidance.
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Under ASC 310-30, the excess of cash flows expectd collected over the carrying amount of thenky referred to as theaccretabl
yield,” is accreted into interest income over the life ked toans in each pool or individually using a leylld methodology. Accordingly, o
acquired distressed residential mortgage loansuated for under ASC 3180 are not subject to classification as nonacalassification in th
same manner as our residential mortgage loanswhet not distressed when acquired by us. Rath&rest income on acquired distres
residential mortgage loans relates to the accretgibld recognized at the pool level or on an iidlial loan basis, and not to contractual inte
payments received at the loan level. The differdyeteveen contractually required principal and ie¢¢payments and the cash flows expected
collected, referred to as the “non-accretable dhffee,”includes estimates of both the impact of prepaymant expected credit losses over the
of the individual loan, or the pool (for loans gpad into a pool).

The Company monitors actual cash collections agéisi®xpectations, and revised cash flow expemtatiare prepared as necessat
decrease in expected cash flows in subsequentdsamay indicate that the loan pool or individuarpas applicable, is impaired thus requiring
establishment of an allowance for loan losses blyaage to the provision for loan losses. An incegasexpected cash flows in subsequent pe
initially reduces any previously established alloa@ for loan losses by the increase in the pressne of cash flows expected to be collected
results in a recalculation of the amount of acdietgield for the loan pool. The adjustment of atable yield due to an increase in expected
flows is accounted for prospectively as a changestimate. The additional cash flows expected tacdiected are reclassified from the non-
accretable difference to the accretable yield, thedamount of periodic accretion is adjusted adogtgd over the remaining life of the loans in
pool or individual loan, as applicable.

Recent Accounting Pronouncements

A discussion of recent accounting pronouncementstia@ possible effects on our financial statemeniscluded in “Note 2 —Summar
of Significant Accounting Policies” included in R&ritem 1 of this Quarterly Report on Form 10-Q.
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Capital Allocation

The following tables set forth our allocated caplig investment type at June 30, 2014 and DecerBhe2013, respectively (dol
amounts in thousands):

At June 30, 2014:
Distressed Residentia

Agency Agency Multi- Residentia  Securitizec
RMBS ) I0s Family () Loans Loans ) Other () Total

Carrying value $ 712,53: $ 139,72 $ 419,51 $ 243,83 $ 156,12¢ $ 41,21¢ $1,712,95
Liabilities:

Callable®) (572,40) (87,589 — — — (8,435) (668,429

Non-callable — — (135,29 (159,01) (151,09) (45,000 (490,409
Hedges (Net§®) 2,99: 10,50: — — — — 13,49
Cash 10,45¢ 42,32; — — — 60,55: 113,33
Other 2,05¢ 48C 1,34¢ 26,15¢ 1,14¢ (17,887) 13,30¢
Net capital allocate $ 155,63t $ 10543t $ 28556t $ 110,97¢ $ 6,17¢ $ 30,45 $ 694,24¢

@ Includes both Agency ARMs and Agency fixed aidBS.
@ The Company determined it is the primary benefic@rthe Consolidated K-Series and has consoliddtedonsolidated K-Series into the
Company’s financial statements. A reconciliatiomtw financial statements as of June 30, 2014viaio

Multi-family loans held in securitization trustg,fair value $ 8,389,08:
Multi-family CDOs, at fair value (8,114,27)
Net carrying valut 274,81:
Investment securities available for sale, at falue held in securitization trusts 104,29:
Total CMBS, at fair value 379,10!
First mortgage loan, mezzanine loan and prefemeityeinvestments 40,41(
Securitized debt (135,29)
Other 1,34¢
Net Capital in Mult-family $ 285,56t

@) Represents our residential mortgage loans heldauargization trusts.

4 Other includes CLOs having a carrying value .8 million, nonAgency RMBS and loans held for investment. Othdlabke liabilities
include an $8.4 million repurchase agreement orGu® securities and other naadlable liabilities consist of $45.0 million inisordinate:
debentures.

G Includes repurchase agreements.

(6)  Includes derivative assets, derivative lialgltipayable for securities purchased and restrazekl posted as margin.

-
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At December 31, 2013:

Distressed Residentia

Agency Agency Multi- Residentia  Securitizec
RMBS ) I0s Family () Loans Loans ) Other ) Total

Carrying value $ 745,26' $ 131,60¢ $ 360,43( $ 26539 $ 163,237 $ 39,82¢ $1,705,75
Liabilities:

Callable®) (687,92) (94,699 — — — (8,500 (791,12)

Non-callable — — (135,09) (169,87) (158,410 (45,000 (508,37)
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 atdBS.
@ The Company determined it is the primary benefici@rthe Consolidated K-Series and has consoliddtedConsolidated Kseries into th
Company’s financial statements. A reconciliatiorotw financial statements as of December 31, 2018#s:

Multi-family loans held in securitization trustg,fair value $ 8,111,02;
Multi-family CDOs, at fair value (7,871,020
Net carrying valut 240,00:
Investment securities available for sale, at falue held in securitization trusts 92,57¢
Total CMBS, at fair value 332,58(
First mortgage loan, mezzanine loan and prefemeityeinvestments 27,85(
Securitized debt (135,09)
Other 1,21¢
Net Capital in Mult-family $ 226,55!

® Represents our residential mortgage loans heldauargization trusts.

4 Other includes CLOs having a carrying value 88.8 million, nonAgency RMBS and loans held for investment. Othdlabke liabilities
include an $8.5 million repurchase agreement orGu® securities and other naadlable liabilities consist of $45.0 million inisordinate:
debentures.

G Includes repurchase agreements.

(6)  Includes derivative assets, derivative lialgltipayable for securities purchased and restrazekl posted as margin.

-
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Results of Operations
Comparison of the Three and Six Months Ended June@ 2014 to the Three and Six Months Ended June 32013

For the three and six months ended June 30, 20d4eported net income attributable to common stolckdrs of $30.3 million and $51
million, respectively, as compared to net incomahattable to common stockholders of $11.2 milleomd $26.6 million, respectively, for the se
periods in 2013. In general, the increase in a rarnalh the line items below is largely a functiontb& growth in the Company’s stockholders’
equity from $473.3 million as of June 30, 2013 694.3 million as of June 30, 20I#he main components of the change in net incoméhtthre
and six months ended June 30, 2014, as compathd same periods in 2013 are detailed in the fatiguable (dollar amounts in thousands, ex
per share data):

For the Three Months For the Six Months
Ended June 30, Ended June 30,
2014 2013 $ Change 2014 2013 $ Change

Net interest incom $ 19,88: $ 13,89¢ $ 598/ $ 39,70¢ $ 26,88! $ 12,82¢
Total other income $ 20,01: % 2832 $ 17,177 $ 33,48t $ 9,29¢ $ 24,18
Total general,

administrative and

other expenses $ 7571 $ 464, $ 293: $ 15,13¢ $ 8,57¢ $ 6,557
Income from

operations before

income taxes $ 32317 % 12,08¢ $ 20,22¢ % 58,05¢ $ 27,60 $ 30,45¢
Income tax expense $ 53¢ $ 18 $ 34¢ $ 3,56¢ $ 32C $ 3,24¢
Net income $ 31,77¢ % 11,90 $ 19,87¢ $ 54,49( $ 27,28: % 27,20
Preferred stock
dividends $ (1,457) $ (662) $ (791) $ (2,906 $ (662) $ (2,242
Net income attributabl

to common

stockholders $ 30,32¢ $ 11,23¢  $ 19,08¢ $ 51,58 $ 26,62 $ 24,96:
Basic income per
common share $ 032 $ 0.1¢ $ 0.1t $ 06 $ 04¢ $ 0.14
Diluted income per
common share $ 032 $ 0.1¢ $ 0.1t $ 0.6 $ 0.4¢ $ 0.14

Net | nterest Income

The significant increase in net interest incometfier three and six months ended June 30, 2014dsthi attributable to the growth in ¢
average interest earning assets, which increas&d ®@¥.9 million at June 30, 2014 as compared teéoend quarter of 2013. During the past
the Company increasingly allocated both new angicted capital to credit sensitive, higher yieldimyestments and allocated less capital t
Agency RMBS portfolio, which is lower-yielding. Asf June 30, 2014, investments in multi-family CMBSher multifamily investments ar
distressed residential loans increased to $663libmas compared to $458.9 million as of JuneZM, 3. The combination of investment alloca
to credit sensitive assets and lower prepaymeass rdtiring the three and six months ended June @@} &sulted in a 112 and 102 basis |
increase in net interest spread when comparedetdhitee and six months ended June 30, 2013, résggc{See Quarterly Comparative N
Interest Spread” and “Prepayment Experience” sediaow).
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Other Income

Total other income increased by $17.2 million a@d.8 million for the three and six months endedeJ8@, 2014 as compared to the s
periods in 2013, respectively and were primarilyan by:

e an increase in realized gains on distressed rastlemortgage loans of $(0.0) million and $8.1 ioifl for the three and six mon
ended June 30, 2014, respectively, as compardtketeame periods in 2013. The realized gains aieedefrom loan refinancing
workouts and resales, with the majority of the izl income on these assets from loan resalesgithin first quarter of 201
Income generated from distressed residential loarkouts and resales was lower in the second queft2914 as compared to
prior quarter primarily as a result of lengthiefigince and settlement procedures. Because eadr'suiligence requiremer
differ, income generation from the workout or resaf these loans remains challenging to predictraayg be uneven from quartel
quarter.

e an increase in net unrealized gains on nfaltiily loans and debt held in securitization trust$$11.0 million and $8.9 million fi
the three and six months ended June 30, 2014, atbsglg, as compared to the same periods in 20Mig)guily due to improve
pricing on our multfamily CMBS investments as compared to the cornedjpmy prior periods resulting from greater marketnan
for this product; and

e an increase in realized gain on investment seesriind related hedges of $9.8 million and $15.0anmilpartially offset by a
increase in unrealized loss on investment secsir@ia related hedges of $3.3 million and $7.5 omilfior the three and six mon
ended June 30, 2014, respectively, as compardteteame periods in 2013, which is primarily relatedur Agency 10 portfolic
The Agency IO portfolio performed better in the et quarter of 2014 due to lower interest rate tilitla lower CPRs an
improved |0 pricing as compared to the second quaft2013.

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended June 30, For the Six Months Ended June 30

General, Administrative and Other
Expenses 201 4 2013 $ Change 201 4 2013 $ Change
Salaries, benefits and directors’

compensation $ 1,14¢ % 494 3 65C $ 219 % 1,091 $ 1,10:
Professional fees 62€ 49¢ 127 1,51 1,23¢ 284
Base management and incentive fees 3,86¢ 1,687 2,17¢ 7,644 3,24z 4,402
Expenses on distressed residential

mortgage loans 1,213 1,115 10C 2,42¢ 1,56¢ 863
Other 724 847 (129) 1,352 1,447 (95)

Total $ 7571 $ 464, $ 293 $ 15,13¢ $ 8,57¢ $ 6,557

The increase in general, administrative and atlxpenses was largely attributable to the increaseanagement fees, expenses relat
our distressed residential mortgage loan investsnantl salaries, benefits and directarsmpensation. The increase in base manageme
incentive fees was driven in large part by theéase in assets managed by our external managech, gbsely corresponds to the growth in
stockholders’equity since the first quarter of 2013, and thefgrerance of the assets they manage for us duriagpétiod, which resulted
incentive fees earned. The increase in expensaedeto distressed residential mortgage loansastaldhe increase in our investment in this
class as compared to the same period in 2013. iBlresbed residential mortgage loan strategy tyipites a higher cost, as loan servicing
resolution processing on distressed loans is mpegationally intensive than performing loans. Theréase in salaries, benefits and directors’
compensation can be attributed to internalizatioth® Company’s accounting function.

Income Tax Expense
The increase in income tax expense was primarily wuthe increase in realized gains resulting ftoan sales in our distressed |

portfolio, as gain on sale from loan activity iarisacted in a taxable REIT subsidiary for REIT cliemge purposes and accordingly is subje
local, state and federal taxes.
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Quarterly Comparative Net I nterest Spread

Our results of operations for our investment pdidfaluring a given period typically reflect the nieterest income earned on
investment portfolio of RMBS, CMBS (including CMBI$eld in securitization trusts), residential sedzed loans, distressed residential Ic
including, distressed residential loans held irusiézation trusts, loans held for investment, Isdreld for sale and CLOs (collectively, olinteres
Earning Assets”)The net interest spread is impacted by factors sischur cost of financing, the interest rate thatinvestments bear and «
interest rate hedging strategies. Furthermoreatheunt of premium or discount paid on purchasetfgr investments and the prepayment r
on portfolio investments will impact the net intsrapread as such factors will be amortized overettpected term of such investments. Res
and unrealized gains and losses on TBAs, EurodalidrTreasury futures and other derivatives asteatiaith our Agency IO investments, wh
do not utilize hedge accounting for financial repay purposes, are included in other income (exgeimsour statement of operations, and there
not 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 for
eight most recently completed quarters, excludirgcosts of our subordinated debentures:

Weighted

Average Average

Interest Yield

Earning on Interest

Assets ($ Earning Cost of Net Interest
Quarter Ended millions) () Assets3) Funds 4 Spread®)
June 30, 2014) $ 1,625.( 6.6(% 2.0(% 4.6(%
March 31, 20141 $ 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% 3.48%
March 31, 20131 $ 1,446.. 4.8% 1.3¢% 3.48%
December 31, 2012 $ 1,350.: 4.4% 1.12% 3.32%
September 30, 2012 $ 698.t 5.9¢% 1.2% 4.7(%

(1) Average Interest Earning Assets for the quarteluebes all Consolidated ISeries assets other than those securities issutitk [Bgcuritizatior
comprising the Consolidated K-Series that are digtoavned by us.

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

() Our Weighted Average Yield on Interest Earning Asseas calculated by dividing our annualized irgenecome from Interest Earning Ass
for the quarter by our average Interest Earningetsstor the quarter.

() Our Cost of Funds was calculated by dividing ounwmtized interest expense from our Interest Eardissets for the quarter by our aver
financing arrangements, portfolio investments, Besiial CDOs and Securitized Debt for the quafen. cost of funds includes the impac
our liability interest rate hedging activities.

() Net Interest Spread is the difference between ogigiWed Average Yield on Interest Earning Assets@r Cost of Fund:
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Prepayment Experience

The following table sets forth the actual constamepayment rates (“CPR”) for selected asset clabgeguarter, for the periods indicated:

Weighted

Non- Average

Agency Agency Agency Agency Residential for Overall

Quarter Ended ARMs Fixed Rate I0s RMBS Securitizations Portfolio
June 30, 2014 9.¢% 6.7% 12.7% 10.£% 7.C% 10.1%
March 31, 2014 8.8% 5.2% 11.2% 9.7% 7.5% 8.6%
December 31, 2013 6.7% 5.2% 13.5% 16.£% 12.€% 10.(%
September 30, 2013 16.8% 8.5% 20.2% 23.% 12.(% 15.2%
June 30, 2013 22.2% 6.4% 21.% 18.2% 6.5% 15.2%
March 31, 201! 20.8% 3.8% 21.€% 15.% 10.2% 12.%
December 31, 2012 14.5% 1.€% 21.&% 16.2% 11.€% 12.5%
September 30, 2012 17.5% 2.C% 19.2% 15.1% 4.6% 15.1%

When prepayment expectations over the remainiegfifassets increase, we have to amortize prentwersa shorter time period result
in a reduced yield to maturity on our investmersteés. Conversely, if prepayment expectations deerghe premium would be amortized ov
longer period resulting in a higher yield to maturin addition, the market values and cash flomsnf our Agency IOs can be adversely affe
during periods of elevated prepayments. We mopoitmrprepayment experience on a monthly basis ajudtathe amortization rate to reflect curi
market conditions.

As a result of the significant increase in |ciegm treasury rates and mortgage rates during tlagtey 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. Prepayment speeds increased modesthgdhe second quarter of 2014 in conjunction wlith decline of longer-term treasury rates.

Portfolio Asset Yields for the Quarter Ended June 30, 2014

The following table summarizes the Compangignificant assets at and for the quarter ended B0, 2014, classified by relev
categories (dollar amount in thousands):

Carrying Value Coupon @) Yield (1) CPR®
Agency Fixed Rate RMBS $ 514,33 2.9%% 1.9%% 6.7%
Multi-family Investmentg2) $ 402,63t 0.1¢% 12.3%% N/A
Distressed Residential Loaf$s $ 243,83° 6.81% 8.17% N/A
Agency ARMs $ 198,19: 2.9(% 2.02% 9.¢%
Residential Securitized Loans $ 156,12¢ 2.5(% 2.4e% 7.C%
Agency IOs $ 139,72: 5.6(% 13.5™% 12.7%
CLOs $ 34,79¢ 4.1% 40.72% N/A

@) Coupons, yields and CPRs are based on second igR@t# daily average balances. Yields are caladlateamortized cost basis.

@ |ncludes CMBS and mezzanine loans to and prefergeity investments in owners of mulléimily properties accounted for as loans helc
investment. Mezzanine loans and preferred equitgstments amounting to approximately $16.9 millloat are accounted for using the eq
method of accounting are not included. CMBS cagyualue, coupons and yield calculations are basethe underlying CMBS that ¢
actually owned by the Company and do not includedther consolidated assets and liabilities of@basolidated KSeries not owned by t
Company.

(3) Distressed residential loan yield is net of prawisfor loan losses.

Financial Condition
As of June 30, 2014, we had approximately $10.bhilof total assets, as compared to approxime#él@ billion of total assets as

December 31, 2013. A significant portion of oureissepresents the assets comprising the CongalidkaSeries, which we consolidate under
accounting rules. See "Loan Consolidation Repof@egquirement for Certain Multi-Family K-Series Setmations."”
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Balance Sheet Analysis

I nvestment Securities Available for Sale. At June 30, 2014, our securities portfolio indadAgency RMBS, including Agency fixedte
and ARM pass-through certificates, Agency 10s, Agrency RMBS and CLOs, which are classified as imest securities available for sale.
June 30, 2014, we had no investment securitiessingle issuer or entity that had an aggregate labke in excess of 10% of our total assets.
decrease in investment securities available foe sal of June 30, 2014 as compared to December(3B, i8 primarily a result of princig
paydowns.

The following tables set forth the balances of iowestment securities available for sale by vintfge, by issue year) as of June 30, 2
and December 31, 2013, respectively (dollar amouarttsousands):

June 30, 2014 December 31, 2013
Carrying Carrying
Par Value Value Par Value Value
Agency RMBS
ARMs
Prior to 2011 $ 21,74C % 22,94¢ % 24500 $ 25,81¢
2011 22,73 24,01¢ 25,79¢ 27,24:
2012 146,80: 151,22¢ 153,86: 156,26
Total ARMs 191,27: 198,19: 204,15¢ 209,32:
Fixed
2011 2,30( 2,38¢ 3,02¢ 3,08t
2012 494,74, 511,95 526,46! 532,85¢
Total Fixed 497,04 514,33 529,49: 535,94
10
Prior to 2011 232,89 34,15¢ 247,73¢ 34,79:
2011 146,98t 24,14¢ 160,85¢ 26,35(
2012 305,97: 54,47 293,32 52,38¢
2013 134,24 24,71« 100,65¢ 18,07¢
2014 17,76¢ 2,22¢ — —
Total 10s 837,86! 139,72: 802,57: 131,60¢
Total Agency RMBS 1,526,18: 852,25! 1,536,22. 876,87:
Non Agency RMBS
2006 2,82¢ 2,17: 3,001 2,361
CLOs
2007 35,55( 34,79¢ 35,55( 33,20¢
Total $ 156455 $ 889,22( $ 157477 $ 912,44
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I nvestment Securities Available for Sale Held in Securitization Trusts. At June 30, 2014, our securities portfolio in@adnultifamily
CMBS classified as investment securities availdbiesale held in securitization trusts, which areltirrfamily CMBS transferred to consolida
VIEs that have been securitized into beneficiariests. The increase in carrying value at Jun@@D4 is primarily due to improved pricing on
CMBS investments. The following table sets forth Halances of our investment securities availatresdle held in securitization trusts by vint
(i.e., by issue year) as of June 30, 2014 and DkeeeBi, 2013 (dollar amounts in thousands):

June 30, 2014 December 31, 2013
Carrying Carrying
Par Value Value Par Value Value
CMBS:
2011 $ 895,00: $ 33,01t % 900,13° $ 29,28¢
2012 1,099,53 71,27" 1,101,54! 63,28¢
Total $ 199454 % 104,29 $ 2,001,68 $ 92,57¢

Residential Mortgage Loans Held in Securitization Trusts (net) . Included in our portfolio are prime ARM loans thve¢ originated ¢
purchased in bulk from third parties that met oweistment criteria and portfolio requirements drat tve subsequently securitized in 2005.

At June 30, 2014, residential mortgage loans heldecuritization trusts totaled approximately $15@illion. The Compang ne
investment in the residential securitization trusisich is the maximum amount of the Companiyivestment that is at risk to loss and represés
difference between the carrying amount of (i) theM\mortgage loans and real estate owned held idessal securitization trusts and (ii) -
amount of Residential CDOs outstanding, was $6/Romi Of the residential mortgage loans held inwséized trusts, 100% are traditional AR
or hybrid ARMs, 83.4% of which are ARM loans tha¢ énterest only. With respect to the hybrid ARMsluded in these securitizations, inte
rate reset periods were predominately five yealgss and the interest-only period is typicallye@ss, which mitigates the “payment shoek’the
time of interest rate reset. None of the residémtiartgage loans held in securitization trusts pagy optionARMs or ARMs with negativ
amortization.

The following table details our residential mortgalpans held in securitization trusts at June 3W42and December 31, 20
respectively (dollar amounts in thousands):

Number of Loans  Unpaid Principal Carrying Value
June 30, 2014 40t $ 158,32 $ 156,12¢
December 31, 2013 42z $ 165,170 $ 163,23°

Characteristics of Our Residential Mortgage LoareddHin Securitization Trusts:

The following table sets forth the composition afr sgesidential mortgage loans held in securitizatiusts as of June 30, 2014
December 31, 2013 respectively (dollar amountbdusands):

June 30, 2014 December 31, 2013

Average High Low Average High Low
General Loan
Characteristics:
Original Loan Balance $ 44C 2,95( 48 $ 43¢ $ 2,95( $ 48
Current Coupon Rate 2.7¢% 7.25% 1.25% 2.71% 7.25% 1.25%
Gross Margin 2.3™% 4.12% 1.1% 2.31% 4.1%% 1.1%
Lifetime Cap 11.3%% 13.25% 9.1% 11.32% 13.25% 9.13%
Original Term (Months) 36C 36C 36C 36C 36C 36C
Remaining Term (Months) 251 25¢ 217 25€ 264 222
Average Months to Reset 3 11 1 3 11 1
Original FICO Score 727 81¢ 59z 727 81¢ 59¢
Original LTV 70.1%% 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 six months ended June 30,
2014 and 2013, respectively (dollar amounts in shods):

Allowance for Net Carrying

Principal Premium Loan Losses Value
Ba lance, January 1, 2014 $ 165,17 $ 1,05 $ (2,989 $ 163,23°
Principal repayments (7,74 — — (7,745
Provision for loan loss — — (367) (367)
Transfer to real estate owned (212) — 157 (55)
Charge-Offs 1,111 — — 1,111
Amortization of premium — (52) — (52)
Balance, June 30, 2014 $ 158,32 $ 1,001 $ (3,199 $ 156,12¢

Allowance for  Net Carrying

Principal Premium Loan Losses Value
Ba lance, January 1, 2013 $ 189,00¢ $ 1,19¢ $ (2,979 $ 187,22¢
Principal repayments (9,437) — — (9,437
Provision for loan loss — — (528) (528)
Transfer to real estate owned (147 — 83 (64)
Charge-Offs — — 36 36
Amortization of premium — (61) — (61)
Balance, June 30, 2013 $ 179,43( $ 1,137 $ (3,38) $ 177,18(

Acquired Distressed Residential Mortgage Loans . Distressed residential mortgage loans held irurdiggation trusts and distress
residential mortgage loans are comprised of pobfsxed and adjustable rate residential mortgagen$oacquired by the Company at a discou
par value (that is due, in part, to the credit iyalf the borrower). Distressed residential mogegdoans held in securitization trusts are dis&e
residential mortgage loans transferred to Const@dl® IEs that have been securitized into benefioigrests.

At June 30, 2014 and December 31, 2013, distres=sgidential mortgage loans held in securitizatiarsts, had a carrying value
$233.1 million and $254.7 million, respectively.elompanys net investment in the securitization trusts, Whic the maximum amount of 1
Companys investment that is at risk to loss and repredéetslifference between the carrying amount ofrigfteassets and liabilities associated
the distressed residential mortgage loans heldaaritization trusts, was $100.4 million and $98wlion at June 30, 2014 and December 31, 2
respectively.

At June 30, 2014 and December 31, 2013, distressédential mortgage loans included in receivabled other assets account in
accompanying condensed consolidated balance dietts carrying value of $10.7 million and $9.7 ioil| respectively.

The following table details our portfolio of distsed residential mortgage loans, including thostradised residential mortgage Ic
held in securitization trusts, at June 30, 2014@edember 31, 2013, respectively (dollar amountlanisands):

Number of
Loans Unpaid principal Carrying Value
June 30, 2014 2,439 $ 308,68( $ 243,83
December 31, 2013 2,580 $ 339,57 $ 264,43
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Characteristics of Our Distressed Residential Magg Loans, including Distressed Residential Morgghgans Held in Securitization Trusts

Loan to Value at Purchase
50.00% or less

50.01% - 60.00%

60.01% - 70.00%

70.01% - 80.00%

80.01% - 90.00%
90.01%- 100.00%
100.01% and over

Total

FICO Scores at Purchase
550 or less

551 to 600

601 to 650

651 to 700

701 to 750

751 to 800

801 and over

Total

Current Coupon
3.00% or less
3.01% - 4.00%
4.01% - 5.00%
5.01% - 6.00%

6.01% and over
Total

Delinquency Status
Current

31 - 60 days

61 — 90 days

90+ days

Total

Origination Year
2005 or earlier
2006

2007

2008 or later

Total

June 30, December 31,
2014 2013
4.2% 4.2%
4.2% 4.2%
8.1% 7.4%
10.4% 9.€%
15.5% 14.5%
12.5% 12.2%
44.%% 47 %%
100.(% 100.(%
June 30, December 31,
2014 2013
15.6% 16.4%
22.2% 22.6%
24.2% 24.%
19.1% 18.8%
12.1% 11.7%
5.7% 5.2%
0.8% 0.7%
100.(% 100.(%
June 30, December 31,
2014 2013
18.2% 17.%%
8.8% 9.€%
10.6% 10.1%
13.5% 14.€%
48.7% 47 %%
100.(% 100.(%
June 30, December 31,
201 4 2013
92.¢% 79.5%
0.5% 12.(%
2.2% 4.1%
4.2% 4.0%
100.(% 100.(%
June 30, December 31,
201 4 2013
34.2% 33.4%
17.2% 15.€%
41.2% 44.(%
7.1% 7.C%
100.(% 100.(%
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Consolidated K-Series . As of June 30, 2014 and December 31, 2013, we o8&k of the first loss securities of the ConsabdaK-
Series. The Consolidated K-Series are comprisednwaiti-family mortgage loans held in six Freddie Mamonsored multi-family KSerie:
securitizations as of June 30, 2014 and DecembeR@3, of which we, or one of our SPEs, own thst fioss securities and certain 10s.
determined that the securitizations comprising@besolidated KSeries were VIEs and that we are the primary beiag§i of these securitizatiol
Accordingly, we are required to consolidate the €idated K-Series’ underlying muli@mily loans and related debt, income and expemsmii
financial statements. We have elected the fairevalption on the assets and liabilities held wittie Consolidated kKSeries, which requires tt
changes in valuations in the assets and liabilitiethe Consolidated Iseries will be reflected in our consolidated staetrof operations. As
June 30, 2014 and December 31, 2013, the Consadid&iSeries was comprised of $8.4 billion and $8llion, respectively, in multfamily loans
held in securitization trusts and $8.1 billion &W9 billion, respectively, in mulfiamily CDOs outstanding with a weighted averagerst rate ¢
4.3%. As a result of the consolidation of the Cdidsted K-Series, our condensed consolidated statementseoétigns for the six months enc
June 30, 2014 included $150.4 million in interestoime and $137.9 million in interest expense, rebpEy. Also, we recognized a $24.9 mill
unrealized gain in the statement of operationgtfersix months ended June 30, 2014 as a resuiedair value accounting method election. W
not have any claims to the assets (other thandtwerity represented by our first loss piece) oigations for the liabilities of the Consolidated K-
Series. Our investment in the Consolidated K-Sasidisnited to the multifamily CMBS comprised of first loss tranche PO s#i&s and or/certa
IOs issued by these Beries securitizations with an aggregate net aagryalue of $274.8 million and $240.0 million asJfne 30, 2014 a
December 31, 2013, respectively.

Multi-Family CMBS Loan Characteristics:

The following table details the loan charactersti€ the loans that back our multi-family CMBS (unting the Consolidated ISeries) il
our portfolio as of June 30, 2014 and DecembeRB13, respectively (dollar amounts in thousandsepikas noted):

June 30, December 31,
2014 2013

Current balance of loans $ 12,376,88 $ 12,585,13
Number of loan: 73t 74z
Weighted average original LTV 69.1% 69.(%
Weighted average underwritten debt service coveratie 1.5Cx 1.5(x
Current average loan size $ 16,83¢ $ 16,96
Weighted average original loan term (in months) 118 112
Weighted average current remaining term (in months) 82 85
Weighted average loan rate 4.31% 4.3%
First mortgages 10C% 10(%
Geographic state concentration (greater than 5.0%):

California 14.(% 14.(%

Texas 13.2% 13.7%

New York 7.C% 7.2%

Florida 6.5% 6.5%

Washington 5.4% 5.2%

Financing Arrangements, Portfolio Investments. As of June 30, 2014 and December 31, 2013, we ppbamately $668.4 million ar
$791.1 million of repurchase borrowings outstandirespectively. As of June 30, 2014 and Decen®ier2013, the current weighted avel
borrowing rate on these financing facilities wa#406 and 0.49%, respectively. Our repurchase agnesmpically have terms of 30 days.

As of June 30, 2014 and December 31, 2013, we bacbanterparties where the amount at risk was oesx of 5% of stockholders’
equity. The amount at risk is defined as the failug of securities pledged as collateral to theimgpase agreement in excess of the repur
agreement liability.

As of June 30, 2014, the outstanding balance unglerepurchase agreements was funded at an adratecsf 92% that implies an aver:
haircut of 8.0%. The weighted average “haircrglated to our repurchase agreement financing iorAgency RMBS (excluding Agency 10
Agency 10s and CLOs was approximately 5%, 25% a#b,Zespectively, for a total weighted average rthal of 8.0% and 7.8% as of June
2014 and December 31, 2013, respectively.
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The following table details the ending balance,rtprily average balance and maximum balance at amtmend during the quarter o\
the last three years for repurchase agreementwimige outstanding (dollar amounts in thousands):

Quarterly End of Quarter Maximum

Average Balance Balance

Balance at any Month-

Quarter Ended End

June 30, 2014 $ 725,76: % 668,42¢ $ 758,85’
March 31, 2014 $ 774,54 % 767,827 % 784,01¢
December 31, 2013 $ 796,04 $ 791,12 % 800,19:
September 30, 2013 $ 799,34: % 794,18: $ 810,50¢
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!

Residential Collateralized Debt Obligations. As of June 30, 2014 and December 31, 2013, weReattential CDOs, of $151.1 milli
and $158.4 million, respectively. As of June 3012@&nd December 31, 2013, the weighted averageestteate of these Residential CDOs
0.53% and 0.55%, respectively. The Residential CRfescollateralized by ARM loans with a principalldnce of $158.3 million and $16:
million at June 30, 2014 and December 31, 201Jews/ely. The Company retained the owner trustifaates, or residual interest for th
securitizations, and, as of June 30, 2014 and Deeefil, 2013, had a net investment in the residlesgicuritization trusts of $6.2 million and §
million, respectively.

Securitized Debt . The following table summarizes the Company’s séized debt collateralized by muf@mily CMBS and distress:
residential mortgage loans (dollar amounts in thads):

Distressed
Residential
Multi-family Collateralized Mortgage
CMBS Recourse Loan
Re-securitization Financings Securitizations
Original Face amount of Notes issued by the VIE pun¢thased by 3rd party
investors $ 35,000 $ 107,853 $ 176,970
Principal Amount at June 30, 2014 $ 34,358 $ 107,853 $ 159,017
Principal Amount at December 31, 2013 $ 34,508 $ 107,853 $ 169,871
Carrying Value at June 30, 2014 $ 27,442 $ 107,853 $ 159,017
Carrying Value at December 31, 2013 $ 27,240 $ 107,853 $ 169,871
One-month
LIBOR plus 5.259
Pass-through rate of Notes issued 5.35% - 6.50% 4.25%- 4.85%

Refer to Note 7 of our condensed consolidated @izdustatements included in this report for moffetimation on Securitized Debt.

Subordinated Debentures. As of June 30, 2014, certain of our wholly ownelissdiaries had trust preferred securities outstemdf $45.1
million with a weighted average interest rate df78. The securities are fully guaranteed by us waipect to distributions and amounts pay
upon liquidation, redemption or repayment. Thessussies are classified as subordinated debentiurdbe liability section of our condens
consolidated balance sheets.
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Derivative Assets and Liabilities. We generally hedge the risks related to changéstamnest 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 hedgingtioments, such as interest rate <
agreement contracts whereby we receive floatirgpayments in exchange for fixed rate paymentscefiely converting our short term repurct
agreement borrowings or Residential CDOs to a fioatd. At June 30, 2014, the Company had $350.Bomibf notional amount of interest
swaps outstanding with a fair market asset valug0of million. At December 31, 2013, the Companyg $850.0 million of notional amount
interest rate swaps outstanding with a fair madestet value of $2.0 million. The interest rate swgpalify as cash flow hedges for finan
reporting purposes.

In addition to utilizing interest rate swaps, weynpaurchase or sell short U.S. Treasury securitiesnter into Eurodollar or other futu
contracts or options on futures to help mitigate plotential impact of changes in interest rateshenperformance of our Agency 10s. We 1
borrow securities to cover short sales of U.S. Juea securities under reverse repurchase agreenteeddized and unrealized gains and Ic
associated with purchases and short sales of Weasiiry securities, Eurodollar or other futures sweptions are recognized through earnin
the condensed consolidated statements of operations

The Company uses To-Beanounced securities, or TBAs, U.S. Treasury séiegrand U.S. Treasury futures and options to héugees
rate risk, as well as spread risk associated wstinivestments in Agency 10s. For example, we ntidizel TBAs to hedge the interest rate or y
spread risk inherent in our long Agency RMBS posi$i associated with our investments in Agency I{psaking short positions in TBAs that .
similar in character. In a TBA transaction, we wbabree to purchase or sell, for future delivergeAcy RMBS with certain principal and intel
terms and certain types of underlying collaterait the particular Agency RMBS to be delivered ig mtentified until shortly before the TE
settlement date. The Company typically does nat @divery of TBAs, but rather settles with itsdirgg counterparties on a net basis. TBAs
liquid and have quoted market prices and repretseninost actively traded class of RMBS. For TBAtcacts that we have entered into, we t
not asserted that physical settlement is prob&#eause we have not designated these forward comemit associated with our Agency 10:
hedging instruments, realized and unrealized gaintslosses associated with these TBAs, U.S. Trgasaurities and U.S. Treasury futures
options are recognized through earnings in the @osed consolidated statements of operations.

The use of TBAs exposes the Company to market védleas the market value of the securities thatGompany is required to purch
pursuant to a TBA transaction may decline belowatpeeddpon purchase price. Conversely, the market valdleeosecurities that the Compan
required to sell pursuant to a TBA transaction rimeyease above the agreed upon sale price. ThefuEBAs associated with our Agency
investments creates significant short term paya(aled/or receivables) on our balance sheet.

Derivative financial instruments may contain credik to the extent that the institutional coungeties may be unable to meet the tern
the agreements. We minimize this risk by limiting counterparties to major financial institutionghagood credit ratings. In addition, we regul;
monitor the potential risk of loss with any onetgaesulting from this type of credit risk. Accongjly, we do not expect any material losses
result of default by other parties, but we cann@rgntee that we will not experience counterpaaityfes in the future.

In connection with our investment in Agency 10s, utdize several types of derivative instrumenthéalge the overall risk profile of the
investments. This hedging technique is dynamicaiture and requires frequent adjustments, whichrdoagly makes it very difficult to qualify fc
hedge accounting treatment. Hedge accounting terdtrequires specific identification of a risk @ogp of risks and then requires that we desic
a particular trade to that risk with no minimallapito adjust over the life of the transaction.ddase we and Midway are frequently adjusting 1
derivative instruments in response to current mackeditions, we have determined to account forttadl derivative instruments related to
Agency |0 investments as derivatives not designassldedging instruments.
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Balance Sheet Analysis - Stockholders’ Equity

Stockholders'equity at June 30, 2014 was $694.3 million anduidet $23.6 million of accumulated other comprehengicome. Th
accumulated other comprehensive income consistef12f9 million in unrealized gains primarily reldtéo our CLOs, $26.7 million in n
unrealized gains related to our CMBS and $0.7 anilin unrealized derivative gains related to cdsiv hedges, partially offset by $16.7 millior
unrealized losses related to our Agency RMBS amdAgency RMBS. Stockholdergquity at December 31, 2013 was $480.7 million iastlidec
$3.1 million of accumulated other comprehensiveoime. The accumulated other comprehensive incomsisted of $14.7 million in unrealiz
gains primarily related to our CLOs, $18.3 millimnnet unrealized gains related to our CMBS an@ $@llion in unrealized derivative gains rela
to cash flow hedges, partially offset by $31.9 imillin unrealized losses related to our Agency RMBE nonAgency RMBS. The increase
stockholdersequity at June 30, 2014, as compared to Decemhe&03B, is primarily due to our issuance of commatotk in public offerings wit
net proceeds to us of $185.7 million, after dedgctiffering expenses, during the six months endeé 30, 2014.

Analysis of Changes in Book Value

The following table analyzes the changes in bodleraf our common stock for the three and six msmthded June 30, 2014 (amol
in thousands, except per share):

Three Months Ended June 30, 201 4 Six Months Ended June 30, 201 4
Per Per
Amount Shares Share®) Amount Shares Share®)
Beginning Balance $ 490,84 75,700 $ 6.4¢ $ 405,66t 64,10 $ 6.32
Common stock issuance, net 110,33¢ 14,97¢ 186,37 26,58
Balance after share issuance activity 601,18: 90,68t 6.65 592,04: 90,68t 6.5¢
Dividends declared (24,48Y) (0.29) (44,926 (0.50
Net change AOCI(2)
Hedges (1,209 (0.01) (1,330 (0.01)
RMBS 8,64( 0.1C 15,27¢ 0.17
CMBS 6,48 0.07 8,40: 0.0¢
CLOs (1,69 (0.09) (1,809 (0.09)
Net income attributable to common
stockholders 30,32¢ 0.3< 51,58¢ 0.57
Ending Balance $ 619,24 90,68: $ 6.8 $ 619,24 90,68: $ 6.82

(1) Outstanding shares used to calculate boolevadu share for the ending balance is based otaadisg shares as of June 30, 2014 of
90,684,546
(2) Accumulated other comprehensive income (“AQCI”

Liquidity and Capital Resources
General

Liquidity is a measure of our ability to meet pdtaehcash requirements, including ongoing committeen repay borrowings, fund e
maintain investments, comply with margin requiretegfund our operations, pay management, incemtindeconsulting fees, pay dividends to
stockholders and other general business needsin@stments and assets, excluding the principal onllti-family CMBS we invest in, gener:
liquidity on an ongoing basis through principal aimterest payments, prepayments, net earningsnestgprior to payment of dividends ¢
distributions from unconsolidated investments, whihe principal only multi-family CMBS we invest iare backed by balloon naeeours
mortgage loans that provide for the payment ofqgipial at maturity date, which is typically seventém years. In addition, depending on me
conditions, the sale of investment securities,cstmed financings or capital market transactiony mpovide additional liquidity. However, c
intention is to meet our liquidity needs througlrmal operations with the goal of avoiding unplanisates of assets or emergency borrowir
funds.
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During the six months ended June 30, 2014, net icasbased $39.3 million, as a result of $52.4ionllprovided by investing activiti
and $16.5 million of cash provided by operatingwitits offset by $29.6 million used in financingtaities. Our investing activities primar
included $45.5 million in principal paydowns reaailvon investment securities available for sale, B&@llion in principal repayments received
multi-family loans held in securitization trusts, $7.2liom in principal repayments received on residanthortgage loans held in securitiza
trusts, $48.1 million in principal repayments arrdgeeds from sales and refinancings of distresssidential mortgage loans, partially offse
$20.1 million of purchases of distressed residéntiartgage loans, $20.3 million of purchases ofstment securities, $12.5 million in the func
of a mezzanine loan and $32.7 million decreaseestricted cash. Our financing activities primaiiicluded net proceeds from common s
issuances of $186.1 million, partially offset by2817 million in payments of financing arrangeme®33.7 million in payments made on multi-
family CDOs, $40.6 million in dividends paid on comn stock and Series B Preferred Stock, $7.3 milliopayments made on Residential CL
and $11.0 million in payments made on securitizelotd

We fund our investments and operations throughianbed and diverse funding mix, which includes pegts from equity offerings, short-
term and longeterm repurchase agreement borrowings, CDOs, seedtitiebt, and trust preferred debentures. Thedppeerms of financing us
by us depends on the asset being financed. In tteses where we utilize some form of structuredrf@ing, be it through CDOs, longemr
repurchase agreements or securitized debt (in@duiifimncings similar to our CMBS Master RepurchAgeeements), the cash flow producec
the assets that serve as collateral for thesetgtadtfinance instruments may be restricted in $eofrits use or applied to pay principal or intéwm
CDOs, repurchase agreements, or notes that a@ semur interests. At June 30, 2014, we had eashcash equivalents balances of $71.1 mi
which increased from December 31, 2013. Based orcwuent investment portfolio, new investmentiatitzes, leverage ratio and available
future possible borrowing arrangements, we belieue existing cash balances, funds available undervarious financing arrangements
cash flows from operations will meet our liquidigquirements for at least the next 12 months.

Liquidity — Financing Arrangements

We rely primarily on shorterm repurchase agreements (typically 30 daysjnen€e the more liquid assets in our investmentfqlar,
such as Agency RMBS and CLOs. Recently, certainrefase agreement lenders have elected to exieflielending market for various reast
including new capital requirement regulations. Hoere as certain lenders have exited the spacer dithencing counterparties that had
participated in the repo lending market historicalive begun to step in to replace many of thedenthat have elected to exit.

As of June 30, 2014, we have outstanding short-reparchase agreements, a form of collateralizedt-¢érm borrowing, with eleve
different financial institutions. These agreemeats secured by certain of our investment securéies bear interest rates that have histori
moved in close relationship to LIBOR. Our borrowsngnder repurchase agreements are based on theafa& of our investment securit
portfolio. Interest rate changes and increasedgyrepnt activity can have a negative impact on thleation of these securities, reducing
amount we can borrow under these agreements. Mereour repurchase agreements allow the countepdd determine a new market valu
the collateral to reflect current market conditi@ml because these lines of financing are not ctteunithe counterparty can call the loan at
time. Market value of the collateral represents fgthee of such collateral obtained from generadigagnized sources or most recent closing
quotation from such source plus accrued incomae. dbunterparty determines that the value of thiateshl has decreased, the counterparty
initiate a margin call and require us to eithert@aiditional collateral to cover such decreaseepay a portion of the outstanding borrowing in ¢
on minimal notice. Moreover, in the event an erigtcounterparty elected to not renew the outstandalance at its maturity into a new repurcl
agreement, we would be required to repay the oudsig balance with cash or proceeds received fronewa counterparty or to surrender
securities that serve as collateral for the outitan balance, or any combination thereof. If we armble to secure financing from a r
counterparty and had to surrender the collateralywwuld expect to incur a loss. In addition, in §went one of our lenders under the repurc
agreement defaults on its obligation to “re-sel’return to us the securities that are securiegotirrowings at the end of the term of the repuse
agreement, we would incur a loss on the transaetipral to the amount of “haircut” associated wiita shortterm repurchase agreement, whict
sometimes refer to as the “amount at risks’ of June 30, 2014, we had an aggregate amouigkatinder our repurchase agreements with e
counterparties of approximately $64.7 million, with greater than approximately $22.8 million ak ksth any single counterparty.

At June 30, 2014, the Company had sher repurchase agreement borrowings of $668.4omikks compared to $791.1 million as
December 31, 2013. In addition to our excess aaghCompany has $156.1 million in unencumberedrgaxs) including $136.4 million of RMB:
of which $134.2 million are Agency RMBS. The $7million of cash, the $136.4 million in RMBS, and22& million held in overnight deposits
our Agency 10 portfolio included in restricted castat is available to meet margin calls as it edato our Agency 10 portfolio repurchi
agreements, which collectively represent 37.4%uwffmancing arrangements, portfolio investments, leuid and could be monetized to pay di
or collateralize the liability immediately.
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At June 30, 2014, we also had other longer-ternt,dabluding Residential CDOs outstanding of $15anilion, multi-family CDOs
outstanding of $8.1 billion (which represent obligas of the Consolidated Keries), subordinated debt of $45.0 million andusézed debt ¢
$294.3 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 2012i+farhily re-securitization transaction, (ii) ouroMember 2012 and November 2013 mtdtiily
CMBS collateralized recourse financing transact@mg (i) our December 2012, July 2013 and Sep@wn2013 distressed residential mortg
loan securitization transactions, which are desdriln Note 7 of our condensed consolidated findistaements.

As of June 30, 2014, our overall leverage ratioluding both our short- and longer-term financiagd excluding the CD®’issued by tt
Consolidated K-Series and our Residential CDOsiddi by stockholdersequity, was approximately 1.5 to 1. As of June 34, our leverag
ratio on our short term financings or callable debt approximately 1 to 1. We monitor all at riskshort term borrowings to ensure that we |
adequate liquidity to satisfy margin calls and htaeeability to respond to other market disruptions

Liquidity — Hedging and Other Factors

Certain of our hedging instruments may also imjpactliquidity. We use interest rate swaps, swajdrBAs, Eurodollar or other futut
contracts to hedge interest rate risk associatélt euir investments in Agency RMBS (including Agen©s). With respect to interest rate sw.
futures contracts and TBAs, initial margin depogith be made upon entering into these contracts @an be either cash or securities. During
period these contracts are open, changes in the wdlthe contract are recognized as unrealizemnksgai losses by marking to market on a ¢
basis to reflect the market value of these corgrattthe end of each daytrading. We may be required to satisfy variablergim paymen
periodically, depending upon whether unrealizeshgar losses are incurred.

We also use TBAs to hedge interest rate risk agtgmtiwith our investments in Agency 10s. Sincewasli for these securities exte
beyond the typical settlement dates for most derivative investments, these transactions are manee to market fluctuations between the t
date and the ultimate settlement date, and themebynore vulnerable to increasing amounts at rigk the applicable counterparties. The us
TBAs associated with our Agency 10 investments te®aignificant short term payables (and/or red#es), amounting to $204.6 million at Ji
30, 2014, and is included in payable for securjiechased on our condensed consolidated balaret sh

We also use U.S. Treasury securities and U.S. Uingdatures and options to hedge interest rate aisbociated with our investment:
Agency 10s and interest rate swap agreements aagt®ms as a mechanism to reduce the interestiskt@f our Agency ARMs and residen
mortgage loans held in securitization trusts.

For additional information regarding the Compangerivative instruments and hedging activitiestfe periods covered by this rep
including the fair values and notional amountshafse instruments and realized and unrealized gaitidosses relating to these instruments, p
see Note 8 to our condensed consolidated finarsté&kbments included in this report. Also, please kem 3. Quantitative and Qualitat
Disclosures about Market Risk, under the captiéjrValue Risk”for a tabular presentation of the sensitivity af tharket value and net durat
changes of the Company’s portfolio across varidwanges in interest rates, which takes into accthen€Company’s hedging activities.

Liquidity — Equity Offerings

In addition to the financing arrangements described above utigercaption “Liquidity—Financing Arrangementsye also rely o
secondary equity offerings as a source of bothtdkam and long-term liquidity. During th&ix months ended June 30, 2014, we closed ¢
following public equity offerings:

e On January 7, 2014, we entered into an underwrdgrgement whereby the underwriters agreed to peechl,500,000 shares of
common stock (including the 1,500,000 shares ttr@ewssuable pursuant to an oediotment option) from us at a price of $6.61
share. On January 10, 2014, we closed on the issuainl11,500,000 shares of common stock to the namiders, resulting in ni
proceeds to the Company of approximately $75.8anillafter deducting offering expenses.

e On April 2, 2014, we entered into an underwritirggement whereby the underwriters agreed to puecha®50,000 shares of
common stock (including the 1,950,000 shares ttr@ewssuable pursuant to an oediotment option) from us at a price of $7.36
share. On April 7, 2014, we closed on the issuaifidel, 950,000 shares of common stock to the undi@msy resulting in net procee
to the Company of approximately $109.9 milliongaftieducting offering expenses.
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We intend to invest substantially all of the nedqaeds from the respective offerings to fund addéi investments in our targeted as:
particularly, distressed residential mortgage Icam$ mezzanine loans to or preferred equity investmin owners of multi-family properties.

We also may generate liquidity through the salshafres of our common stock in an “at the markéring program pursuant to an eq
distribution agreement, as well as through the shfthares of our common stock pursuant to ourdeind Reinvestment Plan, or DRIP. On Jan
14, 2013, we filed a registration statement on F8to enable us to issue up to $20,000,000 of shdresr common stock pursuant to our DF
On June 11, 2012, we entered into an equity digioh agreement with IMP Securities LLC as the gileent agent, pursuant to which we may
up to $25,000,000 of shares of our common stoak fiime to time through the placement agent. Puttsigathe equity distribution agreement,
shares may be offered and sold through the placeagamt in transactions that are deemed to behtatrtarket offerings as defined in Rule 4
under the Securities Act of 1933, as amended, dinfusales made directly on The Nasdaq Global S&lecket or sales made to or throug
market maker other than on an exchange or, suljetite terms of a written notice from us, in prélgtnegotiated transactions. We have
obligation to sell any of the shares under the tgagistribution agreement and may at any time sagpmlicitations and offers under the eq
distribution agreement. During the three and sixithe ended June 30, 2014, we did not issue angshader the equity distribution agreemen
of June 30, 2014, approximately $19.0 million ofrenon stock remains available for issuance undetaiuhe market” offering program.

Management Agreements

We have investment management agreements with Baner Midway and Headlands, pursuant to which wethase managers a b
management and incentive fee, if earned, quarberfyrears. See "- Results of Operatior@@omparison of the Three and Six Months Ended
30, 2014 to Three Months Ended June 30, 20C8mparative Expenses" for more information regaydire base management and incentivi
incurred during the six months ended June 30, 2014ddition, pursuant to the terms of our formdvisory relationship with Harvest Cap
Strategies, LLC, or HCS, we also may pay incentivmpensation to HCS with respect to those assaisro€ompany that were managed by |
at the time the advisory relationship with HCS daded (the “Incentive Tail Assetsintil such time as such Incentive Tail Assets aspabed ¢
by us or mature.

Dividends

On June 18, 2014, we declared a Series B Pref8tmazk cash dividend of $0.484375 per share of S&iPreferred Stock for the quarte
period that began on April 15, 2014 and ended dn14y 2014. This dividend was paid on July 15,24 holders of record of Series B Prefe
Stock as of July 1, 2014.

On June 18, 2014, we declared a 2014 second quasér dividend of $0.27 per common share, whicthéssame amount that v
declared for the first quarter of 2014. The dividevas paid on July 25, 2014 to common stockholdérscord as of June 30, 2014. The divic
was paid out of our working capital.

We expect to continue to pay quarterly cash diviideon our common stock during the near term. Howewma Board of Directors w
continue to evaluate our dividend policy each qgraand will make adjustments as necessary, basedvariety of factors, including, among ot
things, the need to maintain our REIT status, maricial condition, liquidity, earnings projectioasd business prospects. Our dividend policy
not constitute an obligation to pay dividends.

We intend to make distributions to our stockholdersomply with the various requirements to mamtair REIT status and to minimize
avoid corporate income tax and the nondeductibtésextax. However, differences in timing betweea técognition of REIT taxable income
the actual receipt of cash could require us toasskts or to borrow funds on a shertn basis to meet the REIT distribution requiretsemd ti
minimize or avoid corporate income tax and the rahudtible excise tax.
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Exposure to European financial counterparties

We finance the acquisition of a significant portiwinour mortgage-backed securities widpurchase agreements. In connection with
financing arrangements, we pledge our securitiesoateral to secure the borrowings. The amourdabfteral pledged will typically exceed
amount of the financing with the extent of owellateralization from 5% of the amount borrowed tfie case of Agency ARM and Agency fi.
rate RMBS collateral), 25% (in the case of Agen®g)l and up to 35% (in the case of CLO collaterafjl&/our repurchase agreement finan
results in us recording a liability to the countety in our consolidated balance sheet, we aresegto the counterparty, if during the term of
repurchase agreement financing, a lender shouladutiedn its obligation and we are not able to recoour pledged assets. The amount of
exposure is the difference between the amount tbémeas plus interest due to the counterparty heddir value of the collateral pledged by u
the lender (including accrued interest receivablsuch collateral).

Several large European banks have experiencedcfalatifficulty in recent years, some of whom haeguired a rescue or assistance 1
other large European banks or the European CeBtnak. Some of these banks have U.S. banking sabigigiwhich have provided repurch
agreement financing or interest rate swap agreertentis in connection with the acquisition of vagdnvestments, including mortgabeaeket
securities investments. We have outstanding repsechgreement borrowings with Credit Suisse Fiostdh LLC in the amount of $75.2 million
June 30, 2014 with a net exposure of $4.5 millwe have outstanding repurchase agreement borrowiitgsBarclays Capital Inc. in the amo
of $9.2 million at June 30, 2014 with a net expesaf $1.2 million. We have outstanding intereseratvap agreements with Credit Su
International as a counterparty in the amount @532 million notional with a net exposure of $0.1lion. In addition, certain of our U.S. bas
counterparties may have significant exposure tditfencial and economic turmoil in Europe which kcbimpact their future lending activities
cause them to default under agreements with ubielevent one or more of these counterpartieseir #ffiliates experience liquidity difficulties
the future, our liquidity could be materially adsely affected.

Inflation

For the periods presented herein, inflation has bekatively low and we believe that inflation hast had a material effect on our result
operations. The impact of inflation is primarilyflezted in the increased costs of our operatiomsu#lly all our assets and liabilities are finaaddn
nature. Our consolidated financial statements ardesponding notes thereto have been preparedciorégance with GAAP, which require 1
measurement of financial position and operatinglltesn terms of historical dollars without congitg the changes in the relative purcha
power of money over time due to inflation. As autesinterest rates and other factors influence penformance far more than inflation. Inflat
affects our operations primarily through its effentinterest rates, since interest rates typidattyease during periods of high inflation and dest
during periods of low inflation. During periods ibicreasing interest rates, demand for mortgagesaamatrowers ability to qualify for mortgag
financing in a purchase transaction may be advewfétcted. During periods of decreasing interasts, borrowers may prepay their mortge
which in turn may adversely affect our yield andseguently the value of our portfolio of mortgagees.

Off-Balance Sheet Arrangements

We did not maintain any relationships with uncoitaiked entities or financial partnerships, suckrties often referred to as structc
finance or special purpose entities, establishedhi® purpose of facilitating offalance sheet arrangements or other contractualhpw or limitec
purposes. Further, we have not guaranteed anyabiolits of unconsolidated entities nor do we hawecmmitment or intent to provide funding
any such entities.
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Item 3. Quantitative and Qualitative Disclosures bout Market Risk

This section should be read in conjunction witrefft 1A. Risk Factors” in our Annual Report on For@rkKLand our subsequent perio
reports filed with the SEC.

We seek to manage risks that we believe will impgagt business including, interest rates, liquidityepayments, credit quality €
market value. When managing these risks we consfideimpact on our assets, liabilities and denxafiositions. While we do not seek to a
risk completely, we believe the risk can be quadifrom historical experience and seek to activenage that risk, to generate rafjusted tot:
returns that we believe compensate us approprifietpose risks and to maintain capital levelssistent with the risks we take.

The following analysis includes forwatdeking statements that assume that certain madwditions occur. Actual results may di
materially from these projected results due to gkearin our portfolio assets and borrowings mix dne to developments in the domestic and g
financial and real estate markets. Developmenthénfinancial markets include the likelihood of npag interest rates and the relationshi
various interest rates and their impact on ourfpliotyield, cost of funds and cash flows. The gtiahl methods that we use to assess and mi
these market risks should not be considered piojecbf future events or operating performance.

I nterest Rate Risk

Interest rates are sensitive to many factors, diotpgovernmental, monetary, tax policies, domegtid international economic conditic
and political or regulatory matters beyond our cantChanges in interest rates affect the valutheffinancial assets we manage and hold ii
investment portfolio and the variahiate borrowings we use to finance our portfolioa@fpes in interest rates also affect the interésts@aps ar
caps, Eurodollar and other futures, TBAs and offsaurities or instruments we use to hedge our@mtfAs a result, our net interest incom
particularly affected by changes in interest rates.

For example, we hold RMBS, some of which may héxedfrates or interest rates that adjust on variaiss that are not synchronize
the adjustment dates on our repurchase agreenhemgsneral, the re-pricing of our repurchase agergmoccurs more quickly than themeeing
of our variableinterest rate assets. Thus, it is likely that doating rate borrowings, such as our repurchaseeagents, may react to interest r
before our RMBS because the weighted average egxticing dates on the related borrowings may hawetsh time periods than that of -
RMBS. In addition, the interest rates on our AgeA®Ms backed by hybrid ARMs may be limited to afipelic cap,”’or an increase of typica
1% or 2% per adjustment period, while our borrowilg not have comparable limitations. Moreoverngea in interest rates can directly im
prepayment speeds, thereby affecting our net redarrRMBS. During a declining interest rate enviremn the prepayment of RMBS n
accelerate (as borrowers may opt to refinancel@wer interest rate) causing the amount of lialb#itthat have been extended by the use of in
rate swaps to increase relative to the amount oBRMossibly resulting in a decline in our net retan RMBS, as replacement RMBS may ha
lower yield than those being prepaid. Converselyjnd) an increasing interest rate environment, RMB&/ prepay more slowly than expec
requiring us to finance a higher amount of RMBShtbeginally forecast and at a time when interastés may be higher, resulting in a decline ir
net return on RMBS. Accordingly, each of these ades can negatively impact our net interest income

We seek to manage interest rate risk in our pdotioy utilizing interest rate swaps, swaptions,s;dpurodollar and other futures, opti
and U.S. Treasury securities with the goal of ojging the earnings potential while seeking to maimtlong term stable portfolio values. '
continually monitor the duration of our mortgagesets and have a policy to hedge the financing afdhassets such that the net duration c
assets, our borrowed funds related to such assetselated hedging instruments, is less than eae yn addition, we utilize TBAs to mitigate
risks on our long Agency RMBS positions associatét our investments in Agency |Os.

We utilize a modebased risk analysis system to assist in projegiortfolio performances over a scenario of differemerest rates. Ti

model incorporates shifts in interest rates, chanigeprepayments and other factors impacting tHeatians of our financial securities ¢
instruments, including mortgage-backed securitiggsyurchase agreements, interest rate swaps amnesintate caps, TBAs and Eurodollar futures.
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Based on the results of the model, the instantamebanges in interest rates specified below woaldthad the following effect on |
interest income for the next 12 months based orassets and liabilities as of June 30, 2014 (daltaounts in thousands):

Changes in Net Interest Income
Changes in Net Interest

Changes in Interest Rates Income
+200 $ 5,257
+100 $ 6,104
-100 $ (18,889)

Interest rate changes may also impact our net lvable as our financial assets and related hedgeatiees are marked-toyarket eac
quarter. Generally, as interest rates increaseyahe of our mortgage assets, other than IOsedses, and conversely, as interest rates dec
the value of such investments will increase. THaevaf an 10 will likely be negatively affected andeclining interest rate environment due tc
risk of increasing prepayment rates because thevé@se is wholly contingent on the underlying moggdoans having an outstanding balanc
general, we expect that, over time, decreaseseirvétue of our portfolio attributable to intereate changes will be offset, to the degree wi
hedged, by increases in the value of our intewst swaps or other financial instruments used éalgng purposes, and vice versa. Howevel
relationship between spreads on securities anddpren our hedging instruments may vary from timéirhe, resulting in a net aggregate b
value increase or decline. That said, unless tisemematerial impairment in value that would resula payment not being received on a securi
loan, changes in the book value of our portfolitl ndt directly affect our recurring earnings o ability to make a distribution to our stockholsl.

Liquidity Risk

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committeen repay borrowings, fund e
maintain investments, pay dividends to our stoattéid and other general business needs. We recapeizeeed to have funds available to opt
our business. It is our policy to have adequateidity at all times. We plan to meet liquidity tlugh normal operations with the goal of avoic
unplanned sales of assets or emergency borrowifgndst.

Our principal sources of liquidity are the repumhagreements on our mortgdgeked securities, the CDOs we have issued todnan
loans held in securitization trusts, securitizetitderust preferred securities, the principal amigriest payments from our assets and cash prc
from the issuance of equity or debt securitiesnfasket and other conditions permit). We believe existing cash balances and cash flows
operations will be sufficient for our liquidity ragements for at least the next 12 months.

We are subject to “margin callfsk under the terms of our repurchase agreembentke event the value of our assets pledged dated
suddenly decreases, margin calls relating to opurmhase agreements could increase, causing amsadebkange in our liquidity positic
Additionally, if one or more of our repurchase agrent counterparties chooses not to provide onduinding, we may be unable to replace
financing through other lenders on favorable teonat all. As such, we provide no assurance thatmillebe able to roll over our repurche
agreements as they mature from time to time irfuhge. See Item 2, "Management's Discussion arady&is of Financial Condition and Result:
Operations Liquidity and Capital Resources" in Qisarterly Report on Form 1Q-for further information about our liquidity andital resourc
management .

Derivative financial instruments used to hedgeregerate risk are subject to “margin calBk. For example, under our interest rate sw
typically we pay a fixed rate to the counterpartidsle they pay us a floating rate. If interestesatirop below the fixed rate we are paying o
interest rate swap, we may be required to post geshin.

Prepayment Risk

When borrowers repay the principal on their redidémortgage loans before maturity or faster tiiagir scheduled amortization,
effect is to shorten the period over which inteiesgtarned, and therefore, reduce the yield fadeegial mortgage assets purchased at a premi
their then current balance, as with our portfolicAgency RMBS. Conversely, residential mortgageetsspurchased for less than their then cu
balance, such as our distressed residential martipegs, exhibit higher yields due to faster prepents. Furthermore, actual prepayment sg
may differ from our modeled prepayment speed ptigies impacting the effectiveness of any hedgedae in place to mitigate financing anc
fair value risk. Generally, when market interestesadecline, borrowers have a tendency to refinghe@ mortgages, thereby increas
prepayments. The impact of increasing prepaymess ravhether as a result of declining intereststag@vernment intervention in the mortg
markets or otherwise, is particularly acute witbpect to our Agency 10s. Because the value of aselrrity is wholly contingent on the underly
mortgage loans having an outstanding principalrimdaan unexpected increase in prepayment ratéiseopool of mortgage loans underlying
I0s could significantly negatively impact the perfance of our Agency IOs.
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Our modeled prepayments will help determine thewarhof hedging we use to ofet changes in interest rates. If actual prepaymate:
are higher than modeled, the yield will be lesstinaodeled in cases where we paid a premium forptiréicular residential mortgage as
Conversely, when we have paid a premium, if agbogbayment rates experienced are slower than nthdetewould amortize the premium owve
longer time period, resulting in a higher yieldhaturity.

In an environment of increasing prepayment spetbdstiming difference between the actual cash peagfi principal paydowns and t
announcement of the principal paydown may resudtditional margin requirements from our repurcheg@ement counterparties.

We mitigate prepayment risk by constantly evaligabar residential mortgage assets relative to yrapat speeds observed for assets
similar structures, quantities and characteristesthermore, we stregsest the portfolio as to prepayment speeds andesiteate risk in order
further develop or make modifications to our hetlglances. Historically, we have not hedged 100%uofiability costs due to prepayment risk.

Credit Risk

Credit risk is the risk that we will not fully celtt the principal we have invested in our crediisgése assets, including distres
residential and other mortgage loans, CMBS, and £ldDe to borrower defaults. In selecting the ¢reelnsitive assets in our portfolio, we see
identify and invest in assets with characteridtitzgd we believe offset or limit the exposure ofroarer defaults to the Company.

We seek to manage credit risk through ourgurguiisition due diligence process, and by factopragjected credit losses into the purch
price we pay for all of our credit sensitive asséts general, we evaluate relative valuation, sypmhd demand trends, prepayment r.
delinquency and default rates, vintage of colldtered macroeconomic factors as part of this procBevertheless, these procedures dc
guarantee unanticipated credit losses which wouwlterrally affect our operating results.

With respect to the $243.8 million of distressesidential loans the Company owned at June 30, 2b&4mortgage loans were purche
at a discount to par reflecting their distressediesor perceived higher risk of default, which nieglude higher loan to value ratios and, in ce
instances, delinquent loan payments. Prior to abguisition of distressed residential mortgage dpdhe Company validates key informa
provided by the sellers that is necessary to deteritne value of the distressed residential moddagns. We then seek to maximize the vall
the mortgage loans that we acquire either througholver assisted refinancing, outright loan salthoough foreclosure and resale of the under
home. We evaluate credit quality on an ongoing asi reviewing borrowes payment status and current financial and econamiclition
Additionally, we look at the carrying value of adglinquent loan and compare to the current valuaeftinderlying collateral.

As of June 30, 2014, we own $306.2 million of filsts CMBS comprised primarily of first loss POsttlare backed by commerc
mortgage loans on multamily properties at a weighted average amortizectlpase price of approximately 30.5% of current [gaior to th
acquisition of each of our first loss CMBS secestithe Company completes an extensive revieweofitierlying loan collateral, including Ic
level cash flow rainderwriting, site inspections on selected propsribroperty specific cash flow and loss modeliagiew of appraisals, prope
condition and environmental reports, and otheritrezk analyses. We continue to monitor creditljyan an ongoing basis using updated prog
level financial reports provided by borrowers amdigdic site inspection of selected properties.ale reconcile on a monthly basis the actual
distributions received against projected distribnsi to assure proper allocation of cash flow geadrby the underlying loan pool. As of June
2014, we own approximately $34.8 million of notesued by a CLO at a discounted purchase price ¢g@&@% of par. The securities are bac
by a portfolio of corporate loans. We also own ragpnately $40.4 million of first mortgage loan, mzanine financing and preferred eq
investments at June 30, 2014, backed by residentéhimulti-family properties.
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Fair Value Risk

Changes in interest rates also expose us to meaket (fair value) fluctuation on our assets, litibs and hedges. While the fair value
the majority of our assets (when excluding all Giidsited KSeries assets other than the securities we actaalh) that are measured o
recurring basis are determined using Level 2 falues, we own certain assets, such as our CMBSyHimh fair values may not be readily availe
if there are no active trading markets for therimsients. In such cases, fair values would only érévdd or estimated for these investments (
various valuation techniques, such as computingptesent value of estimated future cash flows udisgount rates commensurate with the |
involved. However, the determination of estimateturfe cash flows is inherently subjective and imfm® Minor changes in assumption:
estimation methodologies can have a material effe¢hese derived or estimated fair values. Oundue estimates and assumptions are indic
of the interest rate environments as of June 3D428nd do not take into consideration the effet®ibsequent interest rate fluctuations.

We note that the values of our investments in @tikie instruments, primarily interest rate hedge®or debt, will be sensitive to chan
in market interest rates, interest rate spreadsjitcepreads and other market factors. The valuthege investments can vary and has v
materially from period to period.

The following describes the methods and assumpti@ngse in estimating fair values of our finanastruments:

Fair value estimates are made as of a specifict pwitime based on estimates using present valugth@mr valuation techniques. Th
techniques involve uncertainties and are signifigaaffected by the assumptions used and the jud¢gnemade regarding risk characteristic
various financial instruments, discount rates nesté of future cash flows, future expected lossgrpce and other factors.

Changes in assumptions could significantly afféetse estimates and the resulting fair values. Pérfair value estimates cannot
substantiated by comparison to independent magketsin many cases, could not be realized in aneidiate sale of the instrument. Also, beci
of differences in methodologies and assumptionsl ticeestimate fair values, the fair values usedidyshould not be compared to those of «
companies.

The table below presents the sensitivity of theketavalue and net duration changes of our portlaii@f June 30, 2014, using a discou
cash flow simulation model assuming an instantaséaierest rate shift. Application of this methedults in an estimation of the fair market vi
change of our assets, liabilities and hedging imsénts per 100 basis point (“bp”) shift in intereges.

The use of hedging instruments is a critical paduw interest rate risk management strategies tameffects of these hedging instrum
on the market value of the portfolio are reflecitedhe model's output. This analysis also takes aunsideration the value of options embedd:
our mortgage assets including constraints on th@ioing of the interest rate of assets resultimgrfiperiodic and lifetime cap features, as we
prepayment options. Assets and liabilities that raot interest ratsensitive such as cash, payment receivables, grepaienses, payables i
accrued expenses are excluded.

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

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amounts in thousands
+200 $ (80,54%) 3.13
+100 $ (39,317 2.70
Base 1.64
-100 $ 19,88( 0.25

It should be noted that the model is used as attoiolentify potential risk in a changing intereate environment but does not include
changes in portfolio compaosition, financing stragsgmarket spreads or changes in overall margeidity.

Although market value sensitivity analysis is widatcepted in identifying interest rate risk, iedaot take into consideration changes

may occur such as, but not limited to, changeswestment and financing strategies, changes inehagreads and changes in business voll
Accordingly, we make extensive use of an earnimgsilation model to further analyze our level oferdst rate risk.
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There are a number of key assumptions in our eggrésimulation model. These key assumptions inctideges in market conditions t
affect interest rates, the pricing of ARM produdte availability of investment assets and the lalkdity and the cost of financing for portfo
assets. Other key assumptions made in using thdation model include prepayment speeds and maragsrinvestment, financing and hed
strategies, and the issuance of new equity. Wedjlgirun the simulation model under a variety gpbthetical business scenarios that may inc
different interest rate scenarios, different inmemtt strategies, different prepayment possibiliéied other scenarios that provide us with a rar
possible earnings outcomes in order to assesst@dtenierest rate risk. The assumptions used sspreour estimate of the likely effect of char
in interest rates and do not necessarily reflettadcesults. The earnings simulation model takés account periodic and lifetime caps embedd
our assets in determining the earnings at risk.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedure®/e maintain disclosure controls and procedures &ne designed to ensure
information required to be disclosed in the repdinat we file or submit under the Securities Exgwrct of 1934, as amended, is recor
processed, summarized and reported within the piet®ds specified in the rules and forms of the S&@l that such information is accumul:
and communicated to our management as appropoatiotv timely decisions regarding required disales. An evaluation was performed ur
the supervision and with the participation of owamagement, including our Chief Executive Officed &hief Financial Officer, of the effectiven
of our disclosure controls and procedures (as défin Rules 13a-15(e) and 1%8¢e) under the Securities Exchange Act of 1934nesnded) as
June 30, 2014. Based upon that evaluation, ourf@iecutive Officer and Chief Financial Officer adaded that our disclosure controls
procedures were effective as of June 30, 2014.

Changes in Internal Control Over Financial Repogihere have been no changes in our internal coovenl financial reporting durir
the quarter ended June 30, 2014 that have mayeafftcted, or are reasonably likely to materialfect, our internal control over financ
reporting.

PART Il. OTHER INFORMATION
Item 1A. Risk Factors

There have been no material changes from the aistiorfs disclosed in the “Risk Factors” sectionwf Annual Report on Form 1R-for

the year ended December 31, 2013, filed with th€ 8& March 10, 2014.

Iltem 6. Exhibits

The information set forth under “Exhibit Index” bl 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 causisd-éiport to be signed on its behalf
by the undersigned thereunto duly authorized.

NEW YORK MORTGAGE TRUST, INC

Date: August 7, 2014 By: /s/ Steven R. Mumma

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

Date: August 7, 2014 By: /s/ Kristine R. Nario

Kristine R. Nario
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 Yorrtgdage Trust, Inc., as amended (Incorporated feyarce to Exhibit 3.1
the Company's Annual Report on Form 10-K filed oarth 10, 2014 (File No. 001-32216)).

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

3.3 Articles Supplementary designating the @any’s 7.75% Series B Cumulative Redeemable Pesfedtock (the Series B Preferre
Stock”) (Incorporated by reference to Exhibit 3f3le Company’s Registration Statement on Formfded on May 31, 2013).

4.1 Form of Common Stock Certificate. (Incagged by reference to Exhibit 4.1 to the Compamegjistration Statement on Forml$-
as filed with the Securities and Exchange Commis@Rregistration No. 333-111668), effective JuneZ®)4).

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

4.2(b) Parent Guarantee Agreement between New York Moetdagst, Inc. and JPMorgan Chase Bank, Nationabéiation, as guarant
trustee, dated September 1, 2005. (Incorporatefieyence to Exhibit 10.1 to the Company's CurReyport on Form & as filec
with the Securities and Exchange Commission onedeipér 6, 2005 (File No 001-32216)).

4.3(a) Junior Subordinated Indenture between The New Yokigage Company, LLC and JPMorgan Chase BankoNatiAssociatior
as trustee, dated March 15, 2005 (Incorporatecefarence to Exhibit 4.3(a) to the Company's QuigrReport on Form 1@ filed
on August 9, 2012 (File No. 001-32216)).

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

Certain instruments defining the rights of holdefslongterm debt securities of the Registrant and its &lilises are omitte
pursuant to Item 601(b)(4)(iii) of RegulatiorK. The Registrant hereby undertakes to furnistheoSEC, upon request, copies of
such instruments.

4.4 Form of Certificate representing the SeBePreferred Stock. (Incorporated by referendextaibit 3.4 of the Compang’Registratio
Statement on Form 8-A filed on May 31, 2013).

10.1 Underwriting Agreement, dated April 12, 2014, bylaamong the Company, UBS Securities LLC, CredisSaiSecurities (USA),
LLC Barclays Capital Inc. and RBC Capital MarkeétkC (Incorporated by reference to Exhibit 1.1 te Bompanys Current Repo
on Form 8-K filed on April 7, 2014 (File No. 001-&15)).

10.2 Second Amendment to Investment Management Agreebyesutd between New York Mortgage Trust, Inc. ahd Midway Group,
L.P., dated April 1, 2014.

12.1 Statement re: Computation of Ratios.

311 Section 302 Certification of Chief ExaeetOfficer.

31.2 Section 302 Certification of Chief Fineh©fficer.

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

101.INS XBRL Instance Document **
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101.SCH Taxonomy Extension Schema Document **

101.CAL Taxonomy Extension Calculation Linkbase Document **
101.DEF Taxonomy Extension Definition Linkbase Document **
101.LAB Taxonomy Extension Label Linkbase Document **
101.PRE Taxonomy Extension Presentation Linkbase Documént *

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

**  Submitted electronically herewith. Attached as Bkhl01 to this report are the following documefatsnatted in XBRL (Extensible Busine
Reporting Language): (i) Condensed Consolidateciriga Sheets at June 30, 2014 and December 31, @)1B8pndensed Consolidat
Statements of Operations for the three and six hsorgnded June 30, 2014 and 2013; (iii) Condensedsdlidated Statements
Comprehensive Income (Loss) for the three and sirths ended June 30, 2014 and 2013; (iv) Condebeadolidated Statement of Chan
in StockholdersEquity for the six months ended June 30, 2014C@ndensed Consolidated Statements of Cash Flowikdaix months end
June 30, 2014 and 2013; and (vi) Notes to Conde@sedolidated Financial Statements.
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Exhibit 10.2



SECOND AMENDMENT TO
INVESTMENT MANAGEMENT AGREEMENT

THIS SECOND AMENDMENT TO INVESTMENT MANAGEMENT AGREEMENT
(this “Amendment”) is entered into as of April 1, 2014 (the “Amendment Effeclive
Datc”) by and between The Midway Group, LP, a Delaware limiled partnership
(“Midway"), and New York Mortgage Trust, Inc., a Maryland corporation (“NYMT”).

Witnesseth:

WHEREAS, Midway and NYMT entered into that certain Investment Management
Agreement dated February 11, 2011 (the *Agreement™), pursuant 1o which Midway
provides cerlain investment management services lo NYMT; and

WHEREAS Midway and NYMT desire {o amend the Agreement as set forth in this
Amendment,

NOW, THEREFORE, for, and in consideration of, the mutual covenants herein contained
and olher good and valuable consideration, the receipt and suflicieney of which is hereby
acknowledged, the partics herelo agree as lollows:

L. Amendment

.1 NYMT and Midway agree that the Agrecment is hereby amended by
deleting Paragraph 8(b) of the Agreement in its entirety and replacing with the following:

“(b) Incentive Fee

Midway will be entitled to a quarterly incentive lee (the “Incentive
Fee”) that is calculated quarterly and payable quarterly in arrears,
The Incentive Fee (which shall be calculated in the manuner
described below and as illustrated in Exhibit C hercto) shall be
subject to a high water mark equal to a 11% return on Invested
Capital (the “High Water Mark”), and shall be payable with
respect to such fiscal quarter in an amount equal to the excess, il
any, of (i) 35% of the dollar amount by which Adjusted Net
Incame (as defined below) attributable to the Scparale Account, on
a quarterly basis and before the Incenlive Fee, exceeds an
annualized 12.5% rale of return on Invested Capital (the “Hurdle
Rate"), after adjusting for any carried over shortfall (“Deficit
Adjustment”) from previous quarters. The return rate for each
quarter (the “Caleulation Period”) shall be determined by
dividing (A) the Adjusted Net Income for the Caleulation Period
by (B) the weighted average of the Invested Capital held in the
Separale Account during the Caleulation Period (as calculaled
pursuant to Paragraph 4(b) ol this Agrecement);










From time to time in the future, upon mutual agrcement of the
parties herelo, a portion of each Incentive Fee payable to Midway
hereunder may be paid in shares (the “Incentive Fee Shares™) of
NYMT"s common stock, $0.01 par value per share (the “Common
Stock™), wilh the balance paid in cash. The specific terms and
conditions for any issumnce of Incentive Fec Shares shall be
determined and approved by the partics prior to any such issuance,
Notwithstanding the loregoing, Incentive Fee Shares shall not be
issucd except in accordance with all applicable sccurities exchange
rules and securitics laws (including prohibitions on insider
trading).

“"Adjusted Net Income” is defined as net income (loss) caleulated
in accordance with generally accepted accounting principles in the
United States ("GAAP™), including any unrealized gains and
losses, afler giving efTect to all expenses as sel forth in Paragraphs
(8)(c) and (8)(d) below.

“Deficit Adjustment” is defined as the amount of incentive fec
paid quarterly during any calendar year that exceeds the amount of
year to date or annual incentive for that calendar year. The Deficit
Adjustment will be carry forward to future quarters as a reduction
of incentive fee owed until the deficit amount is reduced to
zero, The Deficit Adjustment amount is caleulated separately [rom
the High Water Mark.

All securities held in the Scparate Account shall be valued in
accordance with GAAP, and in a manner consistent with the PPM
for the Fund, As set forth in Paragraph (4)(b), for the purposes of
determining the Invested Capilal in the Separate Account at any
given (ime, the partics apree that the Capital Commitment
Schedule sct forth herein shall govern,

Unlike the Hurdle Rate, which is calculated on a three (3) month
basis, the High Water Mark is calculated on a calendar twelve (12)
month basis, and shall veset every twenty-four (24) months, The
High Water Mark will be a slatic dollar figure that Midway will be
required Lo recoup, to the extent there was a deficit in the prior
High Water Mark caleulation period before it can receive an
[ncentive Fee. For example, if in any quarter, NYMT carns a return
on Invested Capital in the Separate Account of 9%, which is 2%
short of the High Water Mark, and this 2% deficit is equivalent to a
dollar amount of $2 million, Midway would have to cam net profil
of $2 million to get above the High Water Mark before it would be
eligible again to receive an Incentive Fee, This is independent of
the new High Water Mark, which will have 1o be reached in the










1.4

following year(s). The High Water Mark Calculation is only
relevant in Calendar year(s) where Midway does not accrue any
incentive fees when calculated on an annual basis.

If incentive fees have been accrued and paid in any quarter(s) of
the calendar year, but at the end of the year, on an annual basis,
Midway did not earn any incentive fees, then these incentive fees
will be considered pre-paid incentive fees and must be earned in
the future, in addition to any deficits discussed above, before
Midway is eligible to earn any incentive fees for the current
quarter or current year.

If incentive fees have been accrued and paid in any quarter(s) of
the calendar year, but at the end of the year, on an annual basis,
Midway earned less than what was accrued and paid over the
quarters of the calendar year, then the difference between the
aforementioned will be considered to be prepaid fees and must be
earned by Midway in the future.

NYMT and Midway hereby agree that Exhibit C attached hereto shall
become new Exhibit C of the Agreement.

Miscellaneous

ol

22

2.3

24

2.5

All terms and conditions of the Agreement not expressly modified by this
Amendment shall remain in full force and effect, and, in the event of any
inconsistencies between this Amendment and the terms of the Agreement,
the terms set forth in this Amendment shall govern and control.

This Amendment may be executed in one or more counterparts, which
shall be construed together as one document.

Captions used herein are for convenience only and are not to be utilized to
ascribe any meaning to the contents thereof. Unless defined differently
herein or the context clearly requires otherwise, all terms used in this
Amendment shall have the meanings ascribed to them under the
Agreement.

Notwithstanding the Amendment Effective Date, the provisions set forth
in this Amendment shall take effect as of January 1, 2014,

This Amendment (i) shall be binding upon and shall inure to the benefit of
each of the parties and their respective successors, assigns, receivers and
trustees; (ii) may be modified or amended only by a written agreement









executed by each of the parties; and (iii) shall be governed by and
construed in accordance with the laws of the State of New York.

[SIGNATURES APPEAR ON FOLLOWING PAGE]










IN WITNESS WHEREQF, the partics have executed this Amendment as of the

date first written above.
THE M Y GROUP, LP
By: %

Omar Qaiser
Chief Financial Officer

NEW YORK MORTGAGE TRUST, INC.

By: Lo
Ste¢en R, Mumma
Chief Executive Officer
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Ratio of Earnings to Fixed Charges
Ratio of Earnings to Combined Fixed Charges and Pferred Stock Dividends
(dollars in thousands)

Exhibit 12.1

For the Six
Months
Ended June
30, For the Years Ended December 31,
2014 2013 2012 2011 2010 2009
Earnings:

Pretax income from continuing

operations $ 58,05¢ $ 69,69¢ $ 29,10C % 524: $ 567C $ 10,88¢

Fixed charges 151,07¢ 231,17¢ 105,92¢ 4,83 9,611 14,23t

Dividends distributed to shareholder 37,73¢ 61,30: 22,30 8,27( 8,10: 7,10¢

Equity investee adjustment 132 (185) (38 (274 (64) -

Noncontrolling interest - - 97 (97) - -
Total Earnings $ 247,00 $ 361,98¢ $ 157,38¢ $ 18,07¢ $ 23,31¢ $ 32,22
Fixed Charges:

Interest expense $ 151,07¢ $ 231,17t $ 105,92t $ 4831 $ 9,611 $ 14,23t
Total Fixed Charges 151,07¢ 231,17¢ 105,92¢ 4,83 9,611 14,23t
Preferred stock dividends 2,90¢ 3,56¢ - - - -
Total Combined Fixed Charges and
Preferred Stock Dividends $ 153,98: $ 234,74t $ 105,92t $ 4831 $ 9,611 $ 14,23t
Ratio of earnings to fixed charges 1.65 1.57 1.4¢ 3.74 2.4: 2.2¢
Ratio of earnings to combined fixed
charges and preferred stock dividends 1.6C 1.54 1.4¢ 3.74 2.4: 2.2¢
Deficiency related to ratio of earnings
fixed charges NA NA NA NA NA NA
Deficiency related to ratio of earnings
combined fixed charges and preferred
stock dividends NA NA NA NA NA NA



Exhibit 31.]

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

I, Steven R. Mumma, certify that:

1.

I have reviewed this quarterly report on Form 1@€the quarter ended June 30, 2014 of New Yorktlybge Trust, Inc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nlgtadlisg with respect to the
period covered by this report;

Based on my knowledge, the financial statements$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtifi@ 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 reportitag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

(@) Designed such disclosure controls andguiores, or caused such disclosure controls an@gbuoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared,;

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

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and pezbénthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibydport based on such
evaluation; and

(d) Disclosed in this report any change inrémgistrant's internal control over financial repag that occurred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repost) tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

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

(@) Allsignificant deficiencies and material weaknesssethe design or operation of internal contraérofmancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and itefgmancial  information; and

(b) Any fraud, whether or not material, that inked management or other employees who have aisattifole in the registrant's
internal control over financial reporting.

Date: August 7, 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, Kristine R. Nario, certify that:

1.

I have reviewed this quarterly report on Form 1@€the quarter ended June 30, 2014 of New Yorktlybge Trust, Inc.;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtate a material fact necessary to
make the statements made, in light of the circuntgts under which such statements were made, nlgtadlisg with respect to the
period covered by this report;

Based on my knowledge, the financial statements$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtifi@ 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 reportitag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

(@) Designed such disclosure controls andguiores, or caused such disclosure controls an@gbuoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhbsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingpared,;

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

(c) Evaluated the effectiveness of the regigts disclosure controls and procedures and pezbénthis report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibydport based on such
evaluation; and

(d) Disclosed in this report any change inrémgistrant's internal control over financial repag that occurred during the registrant's
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repost) tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggan

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

(@) Allsignificant deficiencies and material weaknesssethe design or operation of internal contraérofmancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize and itefgmancial  information; and

(b) Any fraud, whether or not material, that inked management or other employees who have aisattifole in the registrant's
internal control over financial reporting.

Date: August 7, 2014

/sl Kristine R. Nario

Kristine R. Nario

Chief Financial Officer

(Principal Financial and Accounting Officer)




EXHIBIT 32.1

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

In connection with the Quarterly Report of New Yddlortgage Trust, Inc., (the “Company”) on Form 1Ge@the quarter ended June 30, 2014, as
filed with the Securities and Exchange Commissiornhe date hereof (the “Reportthe undersigned hereby certifies, pursuant to BBQI.§ 135C
as adopted pursuant to section 906 of the Sarbarles Act of 2002, that:

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

A signed original of this written statement reqditey Section 906 has been provided to the Compadyl be retained by the Company and
furnished to the Securities and Exchange Commismidts staff upon request.

Date: August 7, 2014
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: August 7, 2014
/sl Kristine R. Nario
Kristine R. Nario
Chief Financial Officer
(Principal Financial and Accounting Officer)




