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

(Dollar amounts in thousands, except per shareg data

September 30, December 31,

2014 2013
(unaudited)
ASSETS

Investment securities, available for sale, at¥alue (including pledged securities of $683,914 ai

$853,223, respectively) $ 892,25. $ 912,44:.
Investment securities, available for sale, atWalue held in securitization trusts 38,37¢ 92,57¢
Residential mortgage loans held in securitizatrosts (net) 152,90: 163,23
Distressed residential mortgage loans held in $&gation trusts (net) 247,17" 254,72:
Multi-family loans held in securitization trustg,fair value 8,303,16! 8,111,02:
Derivative assets 217,32« 197,59(
Cash and cash equivalents 28,51: 31,79¢
Receivables and other assets 172,53¢ 135,28!
Total Assets®) $ 10,052,25 $ 9,898,67

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 627,88. $ 791,12
Residential collateralized debt obligations 148,29¢ 158,41(
Multi-family collateralized debt obligations, atifaalue 8,005,01: 7,871,02!
Securitized debt 237,41 304,96
Derivative liabilities 41¢ 1,43
Payable for securities purchased 215,41° 191,59:
Accrued expenses and other liabilities (includibg2$7 and $951 to related parties, respectively 64,43¢ 54,46¢
Subordinated debentures 45,00( 45,00(
Total liabilities () 9,343,87! 9,418,00!
Commitments and Contingencies
Stockholders' Equity:
Preferred stock, $0.01 par value, 7.75% SeriesrButative redeemable, $25 liquidation preferer

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

30, 2014 and December 31, 2013. 72,39% 72,39
Common stock, $0.01 par value, 400,000,000 shartb®rzed, 90,684,546 and 64,102,029 shar

issued and outstanding as of September 30, 201Daceimber 31, 2013, respectively 907 641
Additional paid-in capital 590,95: 404,55!
Accumulated other comprehensive income 23,67¢ 3,07:
Retained earnings 20,44¢ -
Total stockholders' equity 708,37 480,66t
Total Liabilities and Stockholders' Equity $ 10,052,25 $ 9,898,67:

(1) Our consolidated balance sheets include aaset$iabilities of consolidated variable interestiges ("VIEs") as the Company is the
primary beneficiary of these VIEs. As of SeptemB@r2014 and December 31, 2013, assets of conssdidéEs totaled $8,786,841 and
$8,665,829, respectively, and the liabilities ofisolidated VIEs totaled $8,419,737 and $8,365,82pectively. See Note 7 for further
discussion.

The accompanying notes are an integral part ofdmsolidated financial statements.






NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollar amounts in thousands, except per sharé data

(unaudited)

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

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

NET INTEREST INCOME

OTHER INCOME (EXPENSE):
Provision for loan losses
Impairment loss on investment securities
Realized gain (loss) on investment securities atated hedges, net
Realized gain on distressed residential mortgagesio
Unrealized (loss) gain on investment securitiesrafated hedges, net
Unrealized gain on multi-family loans and debt hieldecuritization
trusts, net
Loss on extinguishment of debt
Other income (including $1,139, $96, $1,402 and6¥tdm related
parties, respectively)
Total other income

Base management and incentive fees (including $5%247, $7,966
and $2,068 to related parties, respectively)

Expenses related to distressed residential mortigamns

Other general and administrative expenses (inctufith $135, $80 ant
$504 to related parties, respectively)
Total general, administrative and other expenses

INCOME FROM OPERATIONS BEFORE INCOME TAXES
Income tax expense

NET INCOME

Preferred stock dividends

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢

Basic income per common share

Diluted income per common share

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

The accompanying notes are an integral part oftimsolidated financial statemer

For the Three Months
Ended September 30,

For the Nine Months
Ended September 30,

2014 2013 2014 2013

$ 12,86¢ $ 11,01¢ $ 4202 $  32,63¢
75,89: 61,17¢ 226,33 160,98:
5,19¢ 3,421 14,40( 7,41(

97¢ 1,12( 2,96: 3,65¢

94,93; 76,73¢ 285,72 204,68
1,23( 1,59¢ 4,10z 5,04¢
69,31 56,19¢ 207,16 148,10°

227 281 68€ 857

4,38¢ 2,981 13,35( 7,171

468 47z 1,39( 1,40¢

75,61 61,53 226,69 162,59
19,32( 15,20° 59,02¢ 42,09(

(82) (23¢) (1,239 (90F)

— (225) — (225)

17,05¢ 3,31¢ 20,41¢ (8,33

834 48€ 9,477 1,057

(1,020 (1,499 (4,047 3,01¢
18,11¢ 6,33¢ 43,06( 22,37(
(3,397) — (3,399 —
1,61¢ 29C 2,32¢ 792
33,11¢ 8,47: 66,60+ 17,76¢
7,75¢ 2,21¢ 15,39¢ 5,45¢

1,491 1,051 3,92( 2,53:

2,37( 1,81¢ 7,43¢ 5,67¢
11,61 5,082 26,74¢ 13,66(
40,82t 18,59° 98,88: 46,19¢
1,10( 211 4,66¢ 531
39,72 18,38¢ 94,21t 45 66¢
1,45: 1,45: 4,35¢ 2,11t

$ 3827 $ 16,93. $ 8985t $ 4355
$ 0.4z $ 027 $ 1.06 $ 0.7¢
$ 0.4z $ 027 $ 1.06 $ 0.7¢
$ 027 $ 027 $ 0.81 $ 0.81
90,68¢ 63,75 85,01¢ 57,49
90,68t 63,75 85,01¢ 57,49:







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

(unaudited)
For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2014 2013 2014 2013

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER( $ 38,27: $ 16,93 $ 89,85¢ $ 43,55:

OTHER COMPREHENSIVE INCOME

Increase (decrease) in net unrealized gain onablaifor sale securitie 3,75¢ 6,04¢ 25,63¢ (14,287
Reclassification adjustment for net gain includedet income (4,889 — (4,889 —
Increase (decrease) in fair value of derivativérumsents utilized for
cash flow hedges 1,181 (1,567 (149 3,33i
OTHER COMPREHENSIVE INCOME (LOSS) 56 4,48 20,60: (10,949

COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON
STOCKHOLDERS $ 38,32¢ $ 21,42( $ 110,45¢ $ 32,60¢

The accompanying notes are an integral part ofdmsolidated financial statements.




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

(unaudited)
Accumulated
Additional Other
Common Preferred Paid-In Retained Comprehensive
Stock Stock Capital Earnings Income Total
Balance, December 31, 2013 $ 641 $ 72,397 $  404,55! $ — $ 3,07 $ 480,66
Net income — — — 94,21* — 94,21
Stock issuance, net 26€ — 186,39 = — 186,66.
Dividends declared — — — (73,770 — (73,770
Reclassification adjustment for net
gain included in net income — — — — (4,889 (4,889
Increase in net unrealized gain on
available for sale securities — — — — 25,63¢ 25,63¢
Decrease in fair value of derivative
instruments utilized for cash flow
hedges — — — — (14€) (149)
Balance, September 30, 2014 $ 907 $ 72,397 $ 590,95, $ 20,44 $ 23,67¢ $ 708,37

The accompanying notes are an integral parteottinsolidated financial statements.




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

(unaudited)
For the Nine Months Ended
September 30,
2014 2013
Cash Flows from Operating Activities:
Net income $ 94,21F $ 45,66¢
Adjustments to reconcile net income to net caskigem by operating activities:
Net amortization/accretion (2,887) 13,07"
Realized (gain) loss on investment securities afated hedges, net (20,419 8,33¢
Realized gain on distressed residential mortgagesio (9,477 (1,05%)
Unrealized loss (gain) on investment securitiesrafated hedges, net 4,047 (3,019
Unrealized gain on loans and debt held in multiifarsecuritization trusts (43,060 (22,37()
Impairment loss on investment securities — 22t
Loss on extinguishment of debt 3,391 —
Net decrease in loans held for sale 38 33¢
Provision for loan losses 1,23¢ 90t
Income from investments in limited partnerships Bmited liability companies (2,199 (44%)
Distributions of income from investments in limitpertnership and limited liability companies 1,01¢ 40z
Amortization of stock based compensation, net 929 70€
Changes in operating assets and liabilities:
Receivables and other assets (82%) (8,16%)
Accrued expenses and other liabilities and accex@gnses, related parties 2,62¢ 10,48¢
Net cash provided by operating activit 28,65: 45,09:
Cash Flows from Investing Activities:
Restricted cash (19,759 5,18¢
Proceeds from sales of investment securities 41,44; 1,25¢
Purchases of investment securities (20,279 (60,476
Return of capital from investments in limited paships and limited liability companies — 2,961
Purchases of other assets (200 (39)
Funding of first mortgage loan (1,149 (6,500)
Funding of mezzanine loan and preferred equitystments (12,567 (16,789
Proceeds from sale of mezzanine loans 5,59( —
Proceeds from mortgage loans held for investment — 21
Net proceeds (payments) on other derivative instnissettled during the period 4,36( (9,35%)
Principal repayments received on residential mgedaans held in securitization trusts 9,94¢ 16,001
Principal repayments and proceeds from sales dimneing of distressed residential mortgag
loans 61,03¢ 5,52¢
Principal repayments received on multi-family lodetd in securitization trusts 50,19¢ 59,34
Principal paydowns on investment securities - abdd for sale 75,14( 104,89t
Proceeds from sale of real estate owned 3,55¢ —
Purchases of distressed residential mortgage loans (50,51%) (206,389
Purchases of loans held in multi-family securifizatrusts (41,23%)
Net cash provided by (used in) investing activi 146,92( (145,58
Cash Flows from Financing Activities:
(Payments) of financing arrangements (163,24 (94,959
Common stock issuance 186,08: 98,17:
Preferred stock issuance — 72,631
Costs associated with common stock and prefercek $¢sued (347) (531)
Dividends paid on common stock (62,220) (44,089
Dividends paid on preferred stock (4,359 (662)
Payments made on residential collateralized delijatinns (10,15) (16,269
Payments made on multi-family collateralized defitgations (53,549 (59,367

Proceeds from securitized debt — 136,58¢



Payments made on securitized debt (71,079 (2,307)

Net cash (used in) provided by financing activi (178,85) 89,22:
Net Decrease in Cash and Cash Equivalents (3,285 (11,269
Cash and Cash Equivalents - Beginning of Period 31,79¢ 31,77:
Cash and Cash Equivalents - End of Period $ 28,51 $ 20,50¢
Supplemental Disclosure:

Cash paid for interest $ 265,84 $ 192,75:
Cash paid for income taxes $ 5741 $ 444
Non-Cash Investment Activities:

Purchase of investment securities not yet settled $ 21541 $ 186,06:
Consolidation of multi-family loans held in secimittion trusts $ — $ 1,700,86!
Consolidation of multi-family collateralized deltlgations $ — $ 1,659,63
Non-Cash Financing Activities:

Dividends declared on common stock to be paid bsequent period $ 24,488 $ 17,21
Dividends declared on preferred stock to be pai&linsequent period $ 145 $ 1,45¢

The accompanying notes are an integral parteottmsolidated financial statements.




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

(unaudited)
1. Organization

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

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

The Company is organized and conducts its opetimgualify as a REIT for federal income tax pug®m As such, the
Company will generally not be subject to federabime tax on that portion of its income that isritisited to stockholders if it distributes at
least 90% of its REIT taxable income to its stoddbos by the due date of its federal income tanrreand complies with various other
requirements.

2. Summary of Significant Accountingolicies

Definitions — The following defines certain of the commonly digerms in these financial statements: “RMB®fers t(
residential adjustable-rate, hybrid adjustable;rdibeed-rate, interest only and inverse interestyoand principal only mortgageacket
securities; “Agency RMBStefers to RMBS representing interests in or obilayet backed by pools of mortgage loans issued aragiieed by
federally chartered corporation (“GSE”), such as tfederal National Mortgage Association (“FannieeNeor the Federal Home Lo
Mortgage Corporation (“Freddie Mac”), or an ageon€yhe U.S. government, such as the GovernmenbNaitiMortgage Association Ginnie
Mae”); “non-Agency RMBS” refers to RMBS backed bsinpe jumbo mortgage loans; “IOséfers collectively to interest only and inve
interest only mortgage-backed securities that ssrethe right to the interest component of thé ¢asv from a pool of mortgage loans; “POs”
refers to mortgage-backed securities that repraébernight to the principal component of the cdslwifrom a pool of mortgage loansAgency
I0s” refers to an 10 that represents the right to ther@st component of the cash flows from a poolesidential mortgage loans issuet
guaranteed by a GSE or an agency of the U.S. gowarh “ARMs” refers to adjustable-rate residentradrtgage loans; “Agency ARMse&fer:
to Agency RMBS comprised of adjustable-rate andridyadjustable-rate RMBS; “multi-family CMBS” refeto commercial mortgageacke:
securities ("CMBS") backed by commercial mortgaggnk on multfamily properties, as well as IO or PO securitlest represent the right ti
specific component of the cash flow from a pookofmmercial mortgage loans; "CDOs" refers to cotkdized debt obligations and “CLO”
refers to collateralized loan obligations.

Basis of Presentatior The accompanying condensed consolidated balan@t akeof December 31, 2013 has been de
from audited financial statements. The accompanyiondensed consolidated balance sheet as of Smpte30, 2014, the accompany
condensed consolidated statements of operationshéithree and nine months ended September 30, @3d42013, the accompany
condensed consolidated statements of comprehemsieene for the three and nine months ended Septerddge 2014 and 2013, t
accompanying condensed consolidated statementasfgels in stockholdergquity for the nine months ended September 30, 201thth
accompanying condensed consolidated statementsshfftows for the nine months ended September @D4 2nd 2013 are unaudited. In
opinion, all adjustments (which include only normaturring adjustments) necessary to present fidyCompanys financial position, resu
of operations and cash flows have been made. i@énfarmation and footnote disclosures normallglirded in financial statements preps
in accordance with GAAP have been condensed ortedhith accordance with Article 10 of Regulation SaXd the instructions to Form 10-
Q. These condensed consolidated financial statesnsdrould be read in conjunction with the auditedsolidated financial statements
notes thereto included in our Annual Report on FA®K for the year ended December 31, 2013, as fileth whe U.S. Securities a
Exchange Commission (“SEC”")JThe results of operations for the three and ninenthr ended September 30, 2014 are not nece:
indicative of the operating results for the fulbye






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

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

Principles of Consolidation and Variable Interestitiies— The accompanying condensed consolidated finan@&dreents ¢
the Company include the accounts of all its subsie$s which are majoritpwned, controlled by the Company or a variablergdt entit
(“VIE") where the Company is the primary beneficiary. sifjnificant intercompany accounts and transactioage been eliminated
consolidation.

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

Investment Securities Available for Sal€éhe Company's investment securities, where thevédire option has not been elec
and which are reported at fair value with unreaizmins and losses reported in Other Comprehenss@me (“OCI"), include Agenc
RMBS, nonAgency RMBS, CLOs and CMBS. The Company has dlettte fair value option for its Agency 10s, whickeasures unrealiz
gains and losses through earnings in the accompgrgindensed consolidated statements of operafitwesfair value option was elected
Agency IOsto mitigate earnings volatility by better matchitiyge accounting for these investment securities lhigh related derivatiy
instruments which are natesignated as hedging instruments for accountinggses, with unrealized gains and losses recogrttaedigt
earnings in the accompanying condensed consolidé¢eiments of operations within the Agency 10 fotid.

Our investment securities are classified as availdbr sale securities. Realized gains and lossesrded on the sale
investment securities available for sale are basedhe specific identification method and includedrealized gain (loss) on investm
securities and related hedges in the accompanyamglensed consolidated statements of operationeh&e premiums or discounts
investment securities are amortized or accretddtevest income over the estimated life of the gtreent securities using the effective y
method. Adjustments to amortization are made ftua@repayment activity.

The Company accounts for debt securities that afggh credit quality (generally those rated AA leetter by a National
Recognized Statistical Rating Organization, or NR$Rat date of acquisition in accordance with Agtng Standards Codification (“ASE”
320-10. The Company accounts for debt securities thatnat of high credit quality (i.e., those whosskrbf loss is less than remote)
securities that can be contractually prepaid sheh we would not recover our initial investmentta date of acquisition in accordance \
ASC 32540. The Company considers credit ratings, the uyider credit risk and other market factors in detating whether the de
securities are of high credit quality; however,sées rated lower than AA or an equivalent ratarg not considered of high credit quality
are accounted for in accordance with ASC 3BR5{f ratings are inconsistent among NRSROs, thea@any uses the lower rating in determi
whether the securities are of high credit quality.




The Company assesses its impaired securities leastta quarterly basis and designates such impatenas either “temporary”
or “other-than-temporary” by applying the guidameescribed in ASC Topic 3200. When the fair value of an investment secustless tha
its amortized cost as of the reporting balancetsiiete, the security is considered impaired. éf @ompany intends to sell an impaired sect
or it is more likely than not that it will be regad to sell the impaired security before its apt¢ed recovery, then it must recognize an othe
than-temporary impairment through earnings equdhéoentire difference between the investmenthortized cost and its fair value as of
balance sheet date. If the Company does not expestll an other-than-temporarily impaired securiyly the portion of the other-than-
temporary impairment related to credit losses isogaized through earnings with the remainder reizeghas a component of ot
comprehensive income (loss) on the accompanyingdersed consolidated balance sheets. Impairmentsgniezed through oth
comprehensive income (loss) do not impact earniRgkowing the recognition of an other-théamporary impairment through earnings, a
cost basis is established for the security, whiely mot be adjusted for subsequent recoveries invédile through earnings. However, other
thantemporary impairments recognized through earningg be accreted back to the amortized cost baslsedfecurity on a prospective bi
through interest income. The determination as tethdr an other-than-temporary impairment exists #nsb, the amount considered other
thantemporarily impaired is subjective, as such deteatidns are based on both factual and subjectifieenration available at the time
assessment as well the Company’s estimates ofutheefperformance and cash flow projections. Assailt, the timing and amount of other-
than-temporary impairments constitute materiahestées that are susceptible to significant change.

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

Investment Securities Available for Sale Held inuigization Trusts- The Company investment securities available for :
held in securitization trusts as of September 8142are comprised of multamily CMBS consisting of PO securities that represthe firs
loss tranche of the securitizations from which thayre issued, or “first loss tranche”, and cert@s issued from two Freddie Maponsore
multi-family K-Series securitizations. The Companinvestment securities available for sale heldeauritization trusts as of December
2013 are comprised of mufi@mily CMBS consisting of PO securities that reprasthe first loss tranche of the securitizationsf which the
were issued, or “first loss tranche”, a first ldsanche floating rate security and certain 10sassrom four Freddie Mac-sponsored multi
family K-Series securitizations. These securities are reg@t fair value with unrealized gains and lossgented in OCI. Realized gains
losses recorded on the sale of investment secugtiailable for sale held in securitization truests based on the specific identification me
and included in realized gain (loss) on sale ofusges and related hedges in the accompanying exisetl consolidated statement:
operations. Purchase premiums or discounts aret@exbror accreted to interest income over the eg#nh life of the investment securil
using the effective yield method.

Residential Mortgage Loans Held in Securitizatiorusts — Residential mortgage loans held in securitizatiomsts ar
comprised of certain ARM loans transferred to Ctidated VIEs that have been securitized into setiaén rated classes of benefic
interests. The Company accounted for these semti@n trusts as financings which are consolidatiénl the Company financial statemen
Residential mortgage loans held in securitizatioists are carried at their unpaid principal balapnoet of unamortized premium or disco
unamortized loan origination costs and allowancddan losses. Interest income is accrued andgrézed as revenue when earned acco
to the terms of the mortgage loans and when, irotlieion of management, it is collectible. The aedrof interest on loans is discontin
when, in managemesst'opinion, the interest is not collectible in themal course of business, but in no case when patybecomes greal
than 90 days delinquent. As of September 30, 28t4December 31, 2013, there were 30 and 31 loaspectively, on a nonaccrual basis
an unpaid principal balance of approximately $1miBion and $19.1 million, respectively. Loans netuto accrual status when principal
interest become current and are anticipated tallbedollectible.

We establish an allowance for loan losses basedanmagement's judgment and estimate of credit laskesent in our portfoli
of residential mortgage loans held in securitizatiusts. Estimation involves the consideratiorvafious creditelated factors, including
not limited to, macro-economic conditions, curréousing market conditions, loan-tadue ratios, delinquency status, historical créutt
severity rates, purchased mortgage insurance, dh@wer's current economic condition and otherdecideemed to warrant considerat
Additionally, we look at the balance of any deliegtiloan and compare that to the current valuehefcollateralizing property. We utili
various home valuation methodologies including afgais, broker pricing opinions, interrfesed property data services to review compe
properties in the same area or consult with ageaitthe property's area.

Acquired Distressed Residential Mortgage Loan®istressed residential mortgage loans held in #&ation trusts ar
comprised of pools of fixed and adjustable ratedeggtial mortgage loans acquired by the Compang discount (that is due, in part, to
credit quality of the borrower). Distressed resttdnmortgage loans held in securitization trusts distressed residential mortgage Ic
transferred to Consolidated VIEs that have beenrgeed into beneficial interests. The Companyaatted for these securitization trust:
financings which are consolidated into the Compaifiyiancial statements.



The Company considers the purchase price for theied distressed residential mortgage loans tatlf@ir value at the date
acquisition. These acquired distressed residemtistgage loans were initially recorded at fair wahith no allowance for loan losses.




Acquired distressed residential mortgage loanshhse evidence of deteriorated credit quality ajusition are accounted |
under ASC Subtopic 310-30, "Loans and Debt Seesriticquired with Deteriorated Credit Quality" ("ASS20-30"). Under ASC 31889, the
acquired loans may be accounted for individuallaggregated and accounted for as a pool of loaheg ifoans being aggregated have conr
risk characteristics. A pool is accounted for esngle asset with a single composite interest aagk an aggregate expectation of cash fl
Once a pool is assembled, it is treated as if & @r@e loan for purposes of applying the accourgimdance.

Under ASC 31@B0, the excess of cash flows expected to be celleaver the carrying amount of the loans, refeteeds th
“accretable yield,"is accreted into interest income over the life lné toans in each pool or individually using a ley&ld methodology
Accordingly, our acquired distressed residentiattgage loans accounted for under ASC 3D0are not subject to classification as nonac
classification in the same manner as our residematgage loans that were not distressed whenigby us. Rather, interest income
acquired distressed residential mortgage loanseseta the accretable yield recognized at the f@v@l or on an individual loan basis, and
to contractual interest payments received at the level. The difference between contractually megliprincipal and interest payments anc
cash flows expected to be collected, referred tthas‘nonaccretable differenceyicludes estimates of both the impact of prepayment
expected credit losses over the life of the indiaildoan, or the pool (for loans grouped into alpoo

The Company monitors actual cash collections agdtesexpectations, and revised cash flow estimates prepared
necessary. These estimates incorporate assumpgigasling default rates, loss severities, valutgn@funderlying real estate securing the Ic
the amounts and timing of prepayments and othdpifac¢hat reflect theurrent market conditions. A decrease in expectesh dlows il
subsequent periods may indicate that the loan @oioldividual loan, as applicable, is impaired tiheguiring the establishment of an allowe
for loan losses by a charge to the provision f@nldosses. An increase in expected cash flows lisesjuent periods initially reduces
previously established allowance for loan losseghayincrease in the present value of cash flowmeeted to be collected, and results
recalculation of the amount of accretable yieldtfeg loan pool. The adjustment of accretable yikeld to an increase in expected cash floy
accounted for prospectively as a change in estinTdite additional cash flows expected to be colitetee reclassified from the nonaccret
difference to the accretable yield, and the amo@iperiodic accretion is adjusted accordingly ot remaining life of the loans in the poo
individual loan, as applicableThe impacts of (i) prepayments, (ii) changesanable interest rates, and (iii) any other chariggke timing o
expected cash flows are recognized prospectiveadpstments to interest income.

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

For individual loans not accounted for in poolstthee sold or satisfied by payment in full, a gairloss on sale is recogni:
and reported based on the difference between thg peceeds and the carrying amount of the aadjdiigressed residential mortgage loal
the case of a foreclosure, the loss is recognizibe icarrying value exceeds the fair value ofdbkateral (less costs to sell).

Multi-Family Loans Held in Securitization TrustdMulti-family loans held in securitization trusise comprised of mulfamily
mortgage loans held in six Freddie Mac-sponsoreltifiaunily K-Series securitizations (the “Consoltdd K-Series™jas of September 30, 2C
and December 31, 2013. Based on a number of fasterdetermined that we were the primary benefjoidireach VIE within the Consolidat
K-Series, met the criteria for consolidation andcadingly, have consolidated these Freddie Maasped multi-family KSerie:
securitizations, including their assets, liabiktincome and expenses in our financial statem&his Company has elected the fair value o)
on each of the assets and liabilities held withia Consolidated KSeries, which requires that changes in valuatiorthé assets and liabiliti
of the Consolidated ISeries be reflected in the Company's accompanyamglensed consolidated statement of operationdyea€ompan
believes this accounting treatment more accuratetlyconsistently reflects its results of operations
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Interest income is accrued and recognized as revathen earned according to the terms of the moet¢rans and when, in t
opinion of management, it is collectible. The aatraf interest on loans is discontinued when, imagemens opinion, the interest is r
collectible in the normal course of business, Ibuh® case when payment becomes greater than 90deéigguent. Loans return to acct
status when principal and interest become curnathiaae anticipated to be fully collectible.

Mezzanine Loan and Preferred Equity Investmerithe Company invests in mezzanine loans and prefergaity of entitie
that have significant real estate assets. The mérzéoan is secured by a pledge of the borroweqisity ownership in the propertynlike €
mortgage, this loan does not represent a lien erpthperty. Therefore, it is always junior and sdiiate to any firstien as well as seco
liens, if applicable, on the property. These loaressenior to any preferred equity or common gqguoierests. Purchasers of mezzanine |
benefit from a right to foreclose on the ownersqpity in a more efficient manner than senior magtydebt.

A preferred equity investment is an equity invesitma the entity that owns the underlying properBreferred equity is n
secured by the underlying property, but holdersehaniority relative to common equity holders onkcélsw distributions and proceeds fr
capital events. In addition, preferred equity hoddmay be able to enhance their position and prdibedr equity position with covenants t
limit the entity’s activities and grant the holdbe exclusive right to control the property afterevent of default.

Mezzanine loans and preferred equity investmentgerav the risks and payment characteristics arevalgnit to mezzanit
loans, are accounted for as loans held for invastraad are stated at unpaid principal balance,séefjufor any unamortized premium
discount, deferred fees or expenses, net of valuatilowances, and are included in receivablesather assets. We accrete or amortize
discounts or premiums over the life of the reldtegth receivable utilizing the effective interestthaa or straight linenethod, if the result
not materially different. We evaluate the colledibof both interest and principal of each of doans, if circumstances warrant, to deterr
whether they are impaired. A loan is impaired wheased on current information and events, it ibpbbe that we will be unable to collect
amounts due according to the existing contractrahs. When a loan is impaired, the amount of tke &xcrual is calculated by comparing
carrying amount of the investment to the estiméa@dvalue of the loan or, aspmactical expedient, to the value of the collatéraéhe loan i
collateral dependent.

Mezzanine loans and preferred equity investmentsrevithe risks and payment characteristics are alniv to an equr
investment are accounted for using the equity mietifaccounting. Seeltivestment in Limited Partnership and Limited LiapiCompanies
for a description of our accounting policy for Istents in Limited Partnerships and Limited LiapilCompanies. The mezzanine loans
preferred equity investments are included in resdales and other assets.

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

Investments in Limited Partnership and Limited lilish Companies— In circumstances where the Company has a nc
controlling interest but either owns a significamerest or is able to exert influence over thaiedf of the enterprise, the Company utilizes
equity method of accounting. Under the equity métld accounting, the initial investment is increhssach period for additional cap
contributions and a proportionate share of thetygstearnings or preferred return and decreased #tr distributions and a proportionate sl
of the entitys losses. Where the Company is not required to &dditional losses, the Company does not contiauedord its proportiona
share of the entity’s losses such that its investrbalance would go below zero.

Management periodically reviews its investmentsifigpairment based on projected cash flows fromethtity over the holdin
period. When any impairment is identified, the isiveents are written down to recoverable amounts.
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Cash and Cash EquivalentsCash and cash equivalents include cash on handyrasndue from banks and overnight depc
The Company maintains its cash and cash equivalantsghly rated financial institutions, and at ésthese balances exceed insu
amounts.

Receivables and Other AssetReceivables and other assets as of September B0,a2@ December 31, 2013 include restri
cash held by third parties of $63.8 million and $44hillion, respectively. Included in restrictedst is $46.7 million and $30.4 million helc
our Agency IO portfolio to be used for trading pesps and $12.7 million and $10.2 million held bymterparties as collateral for hedc
instruments as of September 30, 2014 and Decenlh@033, respectively. Also included in receivaduel other assets is $4.2 million and !
million in restricted cash held in trust relating our securitized debt transactions as of SepterBBer2014 and December 31, 2(
respectively. Interest receivable on mdimily loans held in securitization trusts is alsoluded in the amounts of $29.1 million and $:
million as of September 30, 2014 and December @13 2respectively.

Financing Arrangements, Portfolio Investmert3he Company finances the majority of its Agency RB/Burchases usi
repurchase agreements. Under a repurchase agiteemeasset is sold to a counterparty to be reagegh at a future date at a predetern
price, which represents the original sales prices miterest. The Company accounts for these repaecagreements as financings under
860, Transfers and Servicing Under ASC 860, for these transactions to beedceas financings, they must be separate transactind nc
linked. If the Company finances the purchasesgécurities with repurchase agreements with three saunterparty from which the securi
are purchased and both transactions are ente@dontemporaneously or in contemplation of eaclemttihe transactions are presumed u
GAAP to be part of the same arrangement, or a ‘&dnKransaction,” unless certain criteria are niédne of the Companyg’ repurchas
agreements are accounted for as linked transadiecause they met the applicable criteria in aarwrd with ASC 860-10-40.

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

M ulti-Family Collateralized Debt Obligations (“MtitFamily CDOs") — We consolidated the ConsolidatedS€ries includin
their debt, referred to as Multi-Family CDOs, inrdinancial statements. The Multi-Family CDOs pemmatly finance the multiamily
mortgage loans held in the Consolidate®&res securitizations. For financial reportinggmses, the loans held as collateral are recorc
assets of the Company and the Multi-Family CDOsraoerded as the Company’s debt. We refer to du¢hResidential CDOs and Multi-
Family CDOs as CDOs in this report.

Securitized Debt Securitized Debt represents thpdrty liabilities of Consolidated VIEs and excludebilities of the VIE:
acquired by the Company that are eliminated onaaation. The Company has entered into severahfiing transactions that resulted in
Company consolidating as VIEs the special purposities (the “SPEs”"Jhat were created to facilitate the transactiorgstarwhich underlyin
assets in connection with the financing were tremefl. The Company engaged in these transactiomsujly to obtain permanent or long
term financing on a portion of its multi-family CMBand acquired distressed residential mortgagesloan

Costs related to issuance of securitized debt whichude underwriting, rating agency, legal, acamm and other fees ¢
reflected as deferred charges. Such costs anadetion the Company’accompanying condensed consolidated balancessinertceivable
and other assets in the amount of $2.5 million $d million as of September 30, 2014 and DecerBe2013, respectively. These defe
charges are amortized as an adjustment to intesgsgnse using the effective interest method, @igdit linemethod, if the result is n
materially different.

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

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

agreements. The Company minimizes its risk exposuténiting the counterparties with which it ergeénto contracts to banks and investn
banks who meet established credit and capital nate
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The Company invests in To-Be-Announced securiti@84s”) through its Agency IO portfolio. TBAs areofwardsettling
purchases and sales of Agency RMBS where the wymdgrpools of mortgage loans are “To-Be-Announcedursuant to these TE
transactions, we agree to purchase or sell, fardusettlement, Agency RMBS with certain principad interest terms and certain type
underlying collateral, but the particular Agency BRBIto be delivered is not identified until shortlgfore the TBA settlement date. For T
contracts that we have entered into, we have rsdrtesl that physical settlement is probable, theeefve have not designated these fon
commitments as hedging instruments. Realized angalined gains and losses associated with thesesTBé recognized through earning
other income (expense) in the consolidated statesmdéroperations.

For derivative instruments that are designatedcqalify as a cash flow hedge, the effective porodrthe gain or loss on t
derivative instrument is reported as a componer@©f and reclassified into earnings in the saméogeor periods during which the hed;
transaction affects earnings. The remaining gailoss on the derivative instruments in excess efdlmulative change in the present valt
future cash flows of the hedged item, if any, isognized in current earnings during the periodhafnge.

For instruments that are not designated or quakfya cash flow hedge, such as our use of U.S. dmeascurities or financi
futures and options on financial futures contraats; realized and unrealized gains and losses iagstavith these instruments are recogn
through earnings as other income (expense) indhsdtidated statements of operations.

Termination of Hedging RelationshipsThe Company employs risk management monitoring gmores to ensure that
designated hedging relationships are demonstraimfjare expected to continue to demonstrate,raléigl of effectiveness. Hedge accoun
is discontinued on a prospective basis if it isedmined that the hedging relationship is no lorigighly effective or expected to be hig
effective in offsetting changes in fair value oé thedged item.

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

Revenue Recognition Interest income on our investment securities andoon mortgage loans is accrued based ot
outstanding principal balance and their contracteahs. Premiums and discounts associated withsiment securities and mortgage loar
the time of purchase or origination are amortizedo iinterest income over the life of such secuwsitiesing the effective yie
method. Adjustments to amortization are made faua@repayment activity.

Interest income on our credit sensitive securiesh as our CLOs and certain of our CMBS that wpeirehased at a disco!
to par value, is recognized based on the secugf§ective interest rate. The effective interese ran these securities is based on managesel
estimate from each security of the projected céshisf which are estimated based on the Comaagsumptions related to fluctuation
interest rates, prepayment speeds and the timidgaamount of credit losses. On at least a quartealsis, the Company reviews anc
appropriate, makes adjustments to its cash floyeptions based on input and analysis received fgtarnal sources, internal models, an
judgment about interest rates, prepayment ratestitfing and amount of credit losses, and othetofacChanges in cash flows from th
originally projected, or from those estimated & kst evaluation, may result in a prospective ghan the yield/interest income recognizet
these securities.

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

With respect to interest rate swaps that have eehlilesignated as hedges, any net payments undirgtaations in the fa
value of, such swaps will be recognized in curearhings.

See “Acquired Distressed Residential Mortgage Loan&r a description of our revenue recognition polifyr acquire
distressed residential mortgage loans.
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Manager CompensationWe are a party to separate investment managemesgragnts with Headlands Asset Managel
LLC (“Headlands”), The Midway Group, LP (“Midway”and RiverBanc, LLC (“RiverBanc”)with Headlands providing investmi
management services with respect to our investmantsertain distressed residential mortgage loaviglway providing investmel
management services with respect to our investmemgency |0s, and RiverBanc providing investmergnagement services with respet
our investments in multifamily CMBS and certain aaercial real estataelated debt investments. These investment manageageeemen
provide for the payment to our investment managéesmanagement fee, incentive fee and reimburseai@ertain operating expenses, wt
are accrued and expensed during the period forhwthigy are earned or incurred.

Other Comprehensive Income (Lossfhe Companyg comprehensive income/(loss) available to comntackblolders include
net income, the change in net unrealized gainsék)son its available for sale securities and @svdtive hedging instruments, currel
comprised of interest rate swaps, (to the extattshich changes are not recorded in earnings)stadjby realized net gains/(losses) reclas:
out of accumulated other comprehensive incomel(lfussavailable for sale securities and is redubgdlividends declared on the Company’
preferred stock.

Employee Benefits PlarsThe Company sponsors a defined contribution fitaa “Plan”)for all eligible domestic employer
The Plan qualifies as a deferred salary arrangemedé¢r Section 401(k) of the Internal Revenue Cold&986, as amended (thénterna
Revenue Code”). The Company made no contributiotise Plan for the nine months ended Septembe2@®0} and 2013 .

Stock Based CompensatierCompensation expense for equity based awards anHl sisued for services are recognized
the vesting period of such awards and servicesdhasen the fair value of the stock at the granedat

Income Taxes- The Company operates in such a manner so as tdfygaala REIT under the requirements of the Intk
Revenue Code. Requirements for qualification asE#TRnclude various restrictions on ownership oé tBompanys stock, requiremer
concerning distribution of taxable income and dartastrictions on the nature of assets and sowtexome. A REIT must distribute at le
90% of its taxable income to its stockholders, tich 85% plus any undistributed amounts from therprear must be distributed within 1
taxable year in order to avoid the imposition of extise tax. Distribution of the remaining balamay extend until timely filing of tf
Companys tax return in the subsequent taxable year. Quradifdistributions of taxable income are deductityea REIT in computing taxalk
income.

Certain activities of the Company are conducteduph TRSs and therefore are subject to federalvandus state and loc
income taxes. Accordingly, deferred tax assetslahdlities are recognized for the future tax camsences attributable to differences betv
the financial statement carrying amounts of exgstssets and liabilities and their respective taseb. Deferred tax assets and liabilitie:
measured using enacted tax rates expected to &ppéxable income in the years in which those terayodifferences are expected to
recovered or settled. The effect on deferred tartasand liabilities of a change in tax rates ®gaized in income in the period that inclu
the enactment date.

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

Earnings Per Share Basic earnings per share excludes dilution anaispeited by dividing net income available to com
stockholders by the weightedrerage number of shares of common stock outstgrfdnthe period. Diluted earnings per share reglahe
potential dilution that could occur if securities @ther contracts to issue common stock were es@tlcor converted into common stocl
resulted in the issuance of common stock that #ikamed in the earnings of the Company.

Segment Reporting ASC 280, Segment Reporting, is the authoritativielgpnce for the way public entities report informa

about operating segments in their annual finarst@tements. We are a REIT focused on the busifessgairing, investing in, financing a
managing primarily mortgage-related assets, aredlésser extent, financial assets, and currentyaip in only one reportable segment.
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Summary of Recent Accounting Pronouncements
Liabilities (ASC 405

In April 2013, the FASB issued Accounting Standddgslate ("ASU") 2013-04,iabilities (Topic 405)-Obligations Resultin
from Joint and Several Liability Arrangements fohigh the Total Amount of the Obligation Is Fixedtz# Reporting Dat("ASU 201304"),
which provides guidance for the recognition, measwent, and disclosure of obligations resulting fjomt and several liability arrangeme
for which the total amount of the obligation isditkat the reporting date. ASU 2008-became effective for the Company beginning Jani,
2014. The adoption of ASU 2013-04 did not haveféaceon the Company's consolidated financial stetets.

Income taxes (ASC 74

In November 2013, the FASB issued ASU No. 20134htpme Taxes (Topic 740Rresentation of an Unrecognized -
Benefit When a Net Operating Loss Carryforwardjrail@r Tax Loss, or a Tax Credit Carryforward Exa(“ASU 2013-11") . ASU No. 2013-
11 provide that an unrecognized tax benefit, oorign thereof, should be presented in the findrat@tements as a reduction to a deferre
asset for a net operating loss carryforward, alamax loss, or a tax credit carryforward, excéptthe extent that a net operating
carryforward, a similar tax loss, or a tax cre@itrgforward is not available at the reporting datsettle any additional income taxes that w
result from disallowance of a tax position, or tae law does not require the entity to use, andetitdy does not intend to use, the deferre:
asset for such purpose, then the unrecognizeddagfib should be presented as a liability. ASU 2@13ecame effective for the Comp.
beginning January 1, 2014. The adoption of ASW3201 did not have an impact on the Company's dioladed financial statements.

Receivables (ASC 31

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

Transfers and Servicing (ASC 860)

In June 2014, the FASB issued ASU 2014-Ttansfers and Servicing: RepurchaseMaturity Transaction, Repurcha
Financings, and Disclosure(*ASU 2014-09"). This guidance requires repurch@senaturity transactions to be accounted for as sd
borrowings as if the transferor retains effectivantcol, even though the transferred financial assete not returned to the transfero
settlement. ASU 20189 also eliminates existing guidance for repurchfasancings and requires instead that entities idensthe initia
transfer and the related repurchase agreementaselyawhen applying the derecognition requiremeft&SC 860, Transfers and Servici
New disclosures will be required for (1) certaiartsactions accounted for as secured borrowingg2rdansfers accounted for as sales v
the transferor also retains substantially all & éxposure to the economic return on the transfdimancial assets throughout the term of
transaction. This guidance will take effect foripds beginning after December 15, 2014, and emdption is prohibited. Certain disclost
under this guidance do not take effect until thstfperiod beginning after March 15, 2015. We dbeaxpect the adoption of ASU 2014-tc
have a significant effect on our financial conditioesults of operations and disclosures.

15




Revenue Recognition (Topic 6(

In May 2014, the FASB issued ASU 2014-8&venue from Contracts with Custom@sSU 2014-09"). This guidance creat
a new, principle-based revenue recognition framkttoat will affect nearly every revenue-generatargity. ASU 201409 also creates a n
topic in the Codification, Topic 606 (“ASC 606'In addition to superseding and replacing nearlyezisting U.S. GAAP revenue recognit
guidance, including industry-specific guidance, A& does the following: (1) establishes a new rodiitased revenue recognition model,
changes the basis for deciding when revenue iggrézed over time or at a point in time; (3) prowdeew and more detailed guidance
specific aspects of revenue recognition; and (4)aeds and improves disclosures about revenue. ABCiSeffective for public busine
entities for annual reporting periods beginningiaBecember 15, 2016, including interim periodsehre Early application is not permitted
public business entities. The Company is curreglsessing the impact of this guidance.

Consolidation (Topic 810)

In August 2014, the FASB issued ASU 2014-W&asuring the Financial Assets and the Financialtilities of a Consolidate
Collateralized Financing Entitf"”ASU 2014-13").For entities that consolidate a collateralizedritiag entity within the scope of this upd:
an option to elect to measure the financial asmedsthe financial liabilities of that collateralizéinancing entity using either the measurer
alternative included in this Update or Topic 820fain value measurement is provided. The guidasadfective for fiscal years beginning a
December 15, 2015, and the interim periods withvse fiscal years. Early adoption is permitted fath® beginning of an annual period.
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 September 30, 2014 and Decer@be2013 (dollar amounts in
thousands):

September 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 $ 6053 $ 60 $ (1,019 $ 59577 $ 67,12. $ 37 $ (2,10) $ 65,05
Fannie Mae 117,08: 41 (1,949 115,17! 130,48 58 (3,129 127,41
Ginnie Mae 13,57 — (202) 13,36¢ 17,04¢ — (201) 16,84¢
Total Agency ARMs 191,18 101 (3,169) 188,12: 214,65 95 (5,430 209,32.
Agency Fixed Rate
Freddie Mac 39,14( — (1,019 38,12: 43,92( — 1,719 42,20¢
Fannie Mae 467 ,54¢ — (15,17Y) 452 ,36¢ 518,59¢ — (24,86)) 493,73
Total Agency Fixed Rate 506,68t — (16,199 490,49 562,51! — (26,579 535,94.
Agency [0s1)
Freddie Mac 40,92: 254 (5,16%) 36,00¢ 43,46¢ 252 (5,187 38,53:
Fannie Mae 56,40: 1,152 (4,462) 53,09: 60,81 1,30( (5,007) 57,10¢
Ginnie Mae 45,07 332 (3,979 41,42t 37,66( 70€ (2,396 35,97(
Total Agency IOs 142,39! 1,73¢ (13,609 130,52! 141,94: 2,25¢ (12,590 131,60!
Total Agency RMBS 840,27( 1,83¢ (32,97 809,13 919,11t 2,35: (44,599 876,87:
Non-Agency RMBS 2,14¢ 62 (167) 2,04( 2,41 13€ (18¢) 2,361
CMBS 28,78 17,16¢ — 45,95 — — — —
CLOs 21,86¢ 13,25t — 35,12 18,47¢ 14,73( — 33,20¢
Total investment securities
available for sale $ 893,066 $ 32,32: $ (33,139 $ 89225. $ 940,00 $ 17,21¢ $ (44,78) $ 91244,
CMBS (2 $ 25627 $ 12,75: $ — $ 3837¢ $ 7431+ $ 1826 $ — $ 92,57¢
Total investment securities
available for sale held in
securitization trusts $ 25627 $ 12,75. $ — $ 3837¢ $ 7431: $ 1826: $ — $ 92,57¢

) |ncluded in investment securities available foesaie Agency 10s. Agency 10s are measured at &iirevthrough earnings.
2) CMBS investments have contractual maturities ragfyiom O to 10 years.

During the three and nine months ended SeptemheR@®D4, the Company received total proceeds of eqamately $41.
million realizing approximately $16.5 million of hgains from the sale of investment securitieslabé for sale. During the nine months er
September 30, 2013, the Company received totabpdsof approximately $1.3 million realizing appnoately $0.1 million of net losses frc
the sale of investment securities available foe.sdlhere were no sales of investment securitiessée during the three months en
September 30, 2013.

Actual maturities of our available for sale sedastare generally shorter than stated contractalimties (which range up to
years), as they are affected by the contractuaksliof the underlying mortgages, periodic payment$ grepayments of principal. As
September 30, 2014 and December 31, 2013, basethnagemens estimates using three month historical CPR, thighted average life
the Company’s available for sale securities padfalas approximately 4.83 and 7.03 years, respalgtiv
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The following table sets forth the weighted averkggs our investment securities available for selef September 30, 2014
and December 31, 2013 (dollar amounts in thousands)

September 30, December 31,

Weighted Average Life 2014 2013

Less than 5 yeal $ 557,570 $ 281,06

5 to 10 year: 240,27t 451,63!

Greater than 10 yea 94,40( 179,74
Total $ 892,25 $ 912,44

The following tables set forth the stated resetqulsr of our investment securities available foresahd investment securit
available for sale held in securitization trustSaptember 30, 2014 and December 31, 2013 at egrvgilue (dollar amounts in thousands):

September 30, 2014 December 31, 201 3
Less than 6to 24 More than Less than 61to 24 More than
6 months months 24 months Total 6 months months 24 months Total
Agency RMBS $ 101,13¢ $ 17,53 $ 690,46! $ 809,13 $ 97,38¢ $ 1482 $ 764,66t $ 876,87
Non-Agency RMBS 2,04( — — 2,04( 2,361 — — 2,361
CMBS — — 45,95: 45,95; — — — —
CLOs 35,12: — — 35,12: 33,20¢ — — 33,20¢
Total investment securities
available for sale $ 138,30 $ 17,53 $ 736,41¢ $ 892,25 $ 13295 $ 14,82 $ 764,66( $ 912,44
CMBS $ — $ — $ 3837¢ $ 3837¢ $ 2823 $ — $ 64,34¢ $ 92,57¢
Total investment securities
available for sale held in
securitization trusts $ — % — $ 3837¢ $ 38,37¢ $ 2823. % — $ 6434t $ 92,57¢

The following tables present the Company's investnsecurities available for sale in an unrealizesk|position report:
through OCI, aggregated by investment categorylamgth of time that individual securities have bé&ea continuous unrealized loss posi
at September 30, 2014 and December 31, 2013 (cgotiaunts in thousands):

September 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 $ 7,17¢ % (59 $ 660,83! $ (19,309 $ 668,01: $ (19,369
Non-Agency RMBS — — 1,015 (167) 1,017 (167)
Total investment securities available
sale $ 7,17¢  $ (59) $ 661,85. $ (19,47) $ 669,03. $ (19,53)
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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 $ 33251¢ $ (11,429 $ 398,32 $ (20,589 $ 730,84 $ (32,009
Non-Agency RMBS — — 1,104 (18€) 1,10¢ (18¢)
Total investment securities available
sale $ 332,51¢ $ (11,429 $ 399,42¢ $ (20,770 $ 731,94t $ (32,197

For the three and nine months ended Septembei03d, the Company recognized no other-tkemporary impairment throu
earnings. For the three and nine months ended 1@bpte30, 2013, the Company recognized $0.2 mildtdrer-thantemporary impairme
through earnings.

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

Residential mortgage loans held in securitizatimsts (net) consist of the following as of Septem®@ 2014 and December
2013, respectively (dollar amounts in thousands):

September 30, December 31,

2014 2013
Unpaid principal balance $ 155,27: $ 165,17:
Deferred origination costs — net 984 1,05:
Reserve for loan losses (3,359 (2,989
Total $ 152,90 $ 163,23

Allowance for Loan LossesThe following table presents the activity in then@any's allowance for loan losses on reside
mortgage loans held in securitization trusts foe thine months ended September 30, 2014 and 20%Beatively (dollar amounts
thousands):

Nine months Ended September 30,

2014 2013
Balance at beginning of period $ 298¢ $ 2,97¢
Provisions for loan losses 654 56¢
Transfer to real estate owned (289) (26¢)
Charge-offs — (109
Balance at the end of period $ 335 $ 3,16¢

On an ongoing basis, the Company evaluates theuadg®f its allowance for loan losses. The Compamajfowance for loe
losses as of September 30, 2014 was $3.4 millepresenting 216 basis points of the outstandimrjpal balance of residential loans hel
securitization trusts as of September 30, 2014paspared to 181 basis points as of December 313. 284 part of the Compang’allowanc
for loan loss adequacy analysis, management vskssan overall level of allowances while also ssisg credit losses inherent in each nol
performing residential mortgage loan held in sew@aiion trusts. These estimates involve the caraiibn of various credit related fact
including but not limited to, current housing markenditions, current loan to value ratios, deliegey status, the borrowsrturrent econom
and credit status and other relevant factors.

Real Estate Owned Fhe following table presents the activity in the nfmanys real estate owned held in residel
securitization trusts for the nine months ended&eper 30, 2014 and 2013, respectively (dollar artoin thousands):

Nine months Ended September 30,

2014 2013
Balance at beginning of period $ 1,10¢ $ 732
Write downs (103) (209
Transfer from mortgage loans held in securitizatrosts 241 621
Disposal (577) (374
Balance at the end of period $ 66 $ 77¢
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Real estate owned held in residential securitipatioists are included in receivables and othertsiga® the accompanyi
condensed consolidated balance sheets and writesdaxe included in provision for loan losses in dleseompanying condensed consolid
statements of operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held idemtsal securitization trusts are pledged as aaiétfo
the Residential CDOs issued by the Company . ASeptember 30, 2014 and December 31, 2013, the &uorigpnet investment in tl
residential securitization trusts, which is the maxm amount of the Comparg/investment that is at risk to loss and represietslifferenc
between (i) the carrying amount of the mortgagedoand real estate owned held in residential segation trusts and (ii) the amount
Residential CDOs outstanding, was $5.8 million &6 million, respectively.

Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of September 30, 2014, we had 33 delinquentsl@gith an aggregate principal amount outstandingpgiroximately $18
million categorized as Residential Mortgage LoamsdHn Securitization Trusts (net). Of the $18.0liom in delinquent loans, $9.4 million,
52%, are under some form of temporary modified paynplan. The table below shows delinquencies impautfolio of residential mortga
loans held in securitization trusts, including reatate owned (“REO"}hrough foreclosure, as of September 30, 2014 dd@mounts i
thousands):

September 30, 2014

Number of Total
Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30 - 60 1 $ 234 0.15%
61 - 90 2 $ 49z 0.31%
90
+ 30 $ 17,30¢ 11.02%
Real estate owned through foreclosure 5 $ 1,79¢ 1.15%

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

December 31, 2013

Number of Total
Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30 - 60 3 $ 601 0.3€%
61 - 90 1 $ 23¢ 0.14%
90
+ 30 $ 18,03¢ 10.7¢%
Real estate owned through foreclosure 5 $ 2,381 1.42%

The geographic concentrations of credit risk exoee8% of the total loan balances in our residémtiartgage loans held
securitization trusts and real estate owned helcesidential securitization trusts as of Septen8igr2014 and December 31, 2013 ar
follows:

September 30, December 31,

2014 2013
New York 35.6% 35.9%
Massachusetts 24.% 24.6%
New Jerse! 10.8% 10.4&%
Florida 6.1% 5.8%
Connecticut 5.9% 5.€%
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5. Distressed Residential Mortgage Loans

As of September 30, 2014 and December 31, 2013atrging value of the Comparsydistressed residential mortgage lo
including distressed residential mortgage loangl liel securitization trusts, amounts to approximat®247.2 million and $254.7 millio
respectively. Distressed residential mortgage loaite a carrying value amounting to approximatell58 million and $9.7 million a
included in receivables and other assets in themapanying condensed consolidated balance sheapatr8ber 30, 2014 and Decembet
2013, respectively .

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

The following table presents information regardihg estimates of the contractually required paysehe cash flows expec
to be collected, and the estimated fair value efdtstressed residential mortgage loans acquiredgithe nine months ended Septembe
2014 (dollar amounts in thousands):

September 30,
2014
Contractually required principal and interest $ 90,08(
Non-accretable yield (15,939
Expected cash flows to be collected 74,14:
Accretable yield (23,62f)
Fair value at the date of acquisition $ 50,51«

The following table details activity in accretabjéeld for the distressed residential mortgage lpéansluding distresse
residential mortgage loans held in securitizatiosts, for the nine months ended September 30, @li&r amounts in thousands):

September 30,
2014
Balance at beginning of period $ 171,11
Additions 181,32
Disposals (73,90¢)
Accretion (14,400
Balance at end of period $ 264,13(

Accretable yield is the excess of the distresssiiieatial mortgage loansash flows expected to be collected over the pse
price. The cash flows expected to be collectedessmts the Compars/estimate, of the amount and timing of undiscadiqgencipal an
interest cash flows. Additions include accretalikldyestimates for purchases made during the pemmbreclassification to accretable y
from nonaccretable yield. Deletions include distezsresidential mortgage loan dispositions, whidtuide refinancing, sale and foreclosur
the underlying collateral and resulting removathe distressed residential mortgage loans fromatoeetable yield, and reclassifications f
accretable to nonaccretable yield. The reclassifioa between accretable and nonaccretable yieldtenaccretion of interest income is bz
on various estimates regarding loan performancetia@dialue of the underlying real estate securmgldans. As the Company continue
gather additional information regarding the loans d@he underlying collateral, the accretable yieldy change. Therefore, the amoun
accretable income recorded in the nine-month peimted September 30, 2014 is not necessarily itindgcaf future results.
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Thegeographic concentrations of credit risk exceedittgof the unpaid principal balance of our distrdsssidential mortgay
loans, including distressed residential mortgagensoheld in securitization trusts, as of Septen8i®r 2014 and December 31, 2(
respectively, are as follows:

September 30, December 31,

2014 2013
California 13.7% 14.2%
Florida 11.5% 8.2%
New York 7.7% 8.1%
Texas 6.8% 6.6%

The Companys distressed residential mortgage loans held inrg&ation trusts are pledged as collateral fortaia of the
Securitized Debt issued by the Comparsgé¢ Note 7.

6. Consolidated K-Series

The Company has elected the fair value option eraisets and liabilities held within the Consokdat-Series, which requir
that changes in valuations in the assets anditiabilof the Consolidated Keries be reflected in the Company's statemempeafations. Ot
investment in the Consolidated K-Series is limitedhe multifamily CMBS comprised of first loss tranche PO séi@s and/or certain IC
issued by certain KSeries securitizations with an aggregate net aagryalue of $298.2 million and $240.0 million atp8smber 30, 2014 a
December 31, 2013, respectivelyee Note 7.

The condensed consolidated balance sheets of theolidated KSeries at September 30, 2014 and December 31,
respectively, are as follows (dollar amounts inugends):

September 30, December 31,

Balance Sheets 2014 2013

Assets

Multi-family loans held in securitization trusts $ 8,303,16! $ 8,111,02.

Receivables 29,13: 30,22:
Total Assets $ 8,332,30. $ 8,141,24.

Liabilities and Equity

Multi-family CDOs $ 8,005,01. $ 7,871,02!
Accrued expenses 28,68¢ 29,76¢
Total Liabilities 8,033,69 7,900,78
Equity (1) 298,60! 240,45¢
Total Liabilities and Equity $ 8,332,30: $ 8,141,24.

(1) Represents our retained beneficial interest irthiesolidated K-Series.

The multifamily loans held in securitization trusts had udgaincipal balance of approximately $7.9 billiand $8.0 billion ¢
September 30, 2014 and December 31, 2013, reselyctivhe multifamily CDOs had unpaid principal balance of appmadely $7.9 billiol
and $8.0 billion at September 30, 2014 and Decer@beP013, respectively. As of September 30, 201di Becember 31, 201,3the currer
weighted average interest rate on these multi-fa@iDOs was 4.30% and 4.16%, respectively.

The Company does not have any claims to the assetsligations for the liabilities of the Consolidd K-Series (other than t
security represented by our first loss piece). Wege elected the fair value option for the Constéd KSeries. The net fair value of «
investment in the Consolidated K-Series which repnés the difference between the carrying valuesufi-family loans held in securitizati
trusts less the carrying value of mdldimily CDOs approximates the fair value of our umylag securities. The fair value of our underly
securities is determined using the same valuatiethaaology as our CMBS investments available fte ésee Note 13.
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The condensed consolidated statements of operatiothee Consolidated Kseries for the three and nine months ended Sept
30, 2014 and 2013, respectively, is as followsl@@mounts in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
Statements of Operations 2014 2013 2014 2013
Interest income $ 75,89 $ 61,17¢ $ 226,33t $ 160,98:
Interest expense 69,31( 56,19¢ 207,16° 148,10
Net interest income 6,581 4,98( 19,16¢ 12,87
Unrealized gain on mulfiamily loans and debt held in securitization try
net 18,11! 6,33¢ 43,06( 22,37(
Net Income $ 24,69¢ $ 11,31¢ $ 62,22¢ $ 35,24«

The geographic concentrations of credit risk edoege 5% of the total loan balances related to oMiBS investments included
investment securities available for sale and nfaliily loans held in securitization trusts as opteenber 30, 2014 and December 31, 2
respectively, are as follows:

September 30, December 31,

2014 2013
California 13.2% 14.(%
Texas 12.2% 13.7%
New York 7.5% 7.2%
Florida 6.8% 6.5%
Washington 5.4% 5.3%

7. Use of Special Purpose EntitiesdhVariable Interest Entities

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

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

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

° whether the Company has both the power to dinecactivities 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 bemally significant to the VIE.
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The Company has determined that it has a varialbéedst in the Consolidated Beries for which it is the primary beneficiary
has a controlling financial interest and, accortlindias consolidated their assets, liabilities,oine and expenses in the accompar
consolidated financial statementsee Notes 2 and)6

Also, based on its evaluation of the factors disedsabove, including its involvement in the purpard design of the entity, 1
Company determined that the Financing VIEs, extapthe collateralized recourse financing trangactompleted in November 2012, met
criteria for consolidation and, accordingly, comdated the Financing VIEs created to facilitatesthransactions as of September 30, 2014.

In September 2014, the Company, through a wholdyped subsidiary, repurchased $52 million of owiditag notes issued
connection with the Comparg/November 2012 collateralized recourse financrnagsaction. The repurchase of the notes resuliteithe
simultaneous (i) termination of the CMBS Master Repase Agreement entered into by affiliates of @wmpany in connection with t
November 2012 collateralized recourse financingsaation (and the related repayment of outstanbargpwings thereunder) and (i) trans
back to the Company of the mulimily CMBS serving as collateral for the $52 nafli of borrowings. The CMBS Master Repurct
Agreement was scheduled to mature in November 201&nnection with the early termination of the 881 Master Repurchase Agreem
the Company recognized a loss on extinguishmedebf of $3.4 million, which included unamortizedtlessue costs of $0.4 million from 1
transaction. The repayment of the notes and timeination of the CMBS Master Repurchase Agreemeotmnieolidated the Financing VIE tl
facilitated the transaction as of September 304201

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

Assets and Liabilities of Consolidated VIEs as ep@mber 30, 2014 (dollar amounts in thousands):

Non-
financing
Financing VIEs VIEs
Distressed
Multi- family Residential Residential
CMBS re- Collateralized Mortgage Mortgage
securitization Recourse Loan Loan Multi- family
Financing (@  Securitization Securitization CMBS 3 Total

Investment securities available for sa

at fair value held in securitization

trusts $ 38,37¢ $ — 3 — $ — $ — $ 38,37¢
Residential mortgage loans held in

securitization trusts (net) — — — 152,90: — 152,90:.
Distressed residential mortgage loan

held in securitization trust (net) — — 247,17! — — 247,17!
Multi- family loans held in securitizatic

trusts, at fair value 1,265,62! 4,654,53: — — 2,383,01 8,303,16!
Receivables and other assets 4,98¢ 15,33! 13,49: 1,18¢ 10,21¢ 45,21¢
Total assets $ 130898 $ 4,669,86 $ 260,67. $ 154,08t $ 2,393,23° $ 8,786,84
Residential collateralized debt

obligations $ — 8 — $ — 8 148,29¢ $ — 8 148,29¢
Multi-family collateralized debt

obligations, at fair value 1,214,32. 4,502,77. — — 2,287,91 8,005,01:
Securitized debt 27,54¢ 55,85! 154,01: — — 237,41
Accrued expenses and other liabilitie 4,45( 14,28¢ 14¢€ 13 10,11¢ 29,01
Total liabilities $ 124632 $ 457291 $ 154,15¢ $ 148,31; $ 2,298,030 $ 8,419,73

@ The Company classified the multi-family CMBS issumdtwo K-Series securitizations and held by this Financig &s availabl

for sale securities as the purpose is not to tthdee securities. The Financing VIE consolidated K-Series securitization tr
issued certain of the multamily CMBS owned by the Company, including itsetssliabilities, income and expenses, in its faial
statements, as based on a number of factors, thep&@t/ determined that it was the primary beneficend has a controllir
financial interest in this particular K-Series setization (see Note §.

@ The multifamily CMBS serving as collateral under the Novem®@13 collateralized recourse financing are cosgatiof securitie



issued from three separate Freddie Mac-sponsorédtitHfamily K-Series securitizations. The FinanciMyE consolidated these-K
Series securitizations, including their assetdjiliiées, income and expenses, in its financiatesteents as based on a numbe
factors, the Company determined that it was thenamy beneficiary and has a controlling financialemest in such kKSerie:
securitizations (see Note 6. In September 2014, the Company repaid the Cowpipasutstanding notes from its collaterali
recourse financing transaction completed in Noven@fd.2 with a principal amount of $5@ million. With the repayment of t
notes, the Company terminated and deconsolidatedittancing VIE that facilitated the financing tsaation and the mulfamily
CMBS serving as collateral on the notes were teansfl back to the Company

@) Two of the Company’s Freddie Mac — sponsored nfattiily K-Series securitizations included in the Golidated K-Series is not
subject to any financing as of September 30, 2

24




Assets and Liabilities of consolidated Financinge¥ ks of December 31, 2013 (dollar amounts in thods):

Financing VIEs

Distressed
Residential
Multi- family Mortgage Residential
CMBS re- Collateralized Loan Mortgage
securitization Recourse  Securitization Loan
Financings (@) S Securitizations Total

Investment securities available for sale, at faiue held

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

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

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

value 1,234,08. 6,876,93! — — 8,111,02:
Receivables and other assets 5,241 27,19¢ 10,07 1,76( 44,27:
Total assets $ 126861 $ 6,967,42' $ 264,79. $ 164,99° $ 8,665,82
Residential collateralized debt obligations $ — % — $ — $ 158,41( $ 158,41(
Multi-family collateralized debt obligations, atifalue 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 $ 122751 $ 6,80855 $ 170,85. $ 158,42! $ 8,365,34!

@ The Company classified the multi-family CMBS issumdtwo K-Series securitizations and held by this Financirg &s availabl

for sale securities as the purpose is not to tthdee securities. The Financing VIE consolidated K-Series securitization tr
issued certain of the multamily CMBS owned by the Company, including itsetssliabilities, income and expenses, in its fmal
statements, as based on a number of factors, thep&@t/ determined that it was the primary beneficend has a controllir
financial interest in this particular K-Series setization (see Note §.

@ The multifamily CMBS serving as collateral under the collalized recourse financings are comprised of séearissued froi
seven separate Freddie Mac-sponsored multi-famielies securitizations. The Financing VIE clasdithe multifamily CMBS
issued by the two KSeries securitizations and held by the Financing & available for sale securities as the purposetito trad
these securities. The Financing VIE consolidated 6f the KSeries securitizations, including their assetdjilitees, income an
expenses, in its financial statements as basedhamaer of factors, the Company determined thati the primary beneficiary a
has a controlling financial interest in such K-8sersecuritizationsgee Note §.
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The following table summarizes the Company’s se¢ized debt collateralized by muliémily CMBS and distressed resider
mortgage loans (dollar amounts in thousands):

Distressed
Residential
Collateralized Mortgage
Multi-family CMBS Recourse Loan Securitization s
Re-securitization(1) Financing (2)
Original Face amount of Notes issued by the VIE pumathased
by 3rd party investors $ 35,000 $ 55,85:! $ 176,97(
Principal Amount at September 30, 2014 $ 34,28: $ 55,85! $ 154,01.
Principal Amount at December 31, 2013 $ 3450 $ 107,85 $ 169,87
Carrying Value at September 30, 20%4 $ 27,54t % 55,85! $ 154,01.
Carrying Value at December 31, 203 $ 27,240 % 107,85: $ 169,87:
One-month LIBOR
Pass-through rate of Notes issued 5.35% plus 5.25% 4.25%- 4.85%

(1) The Company engaged in the re-securitization tiimaprimarily for the purpose of obtaining nogeourse financing on a portion of
multi-family CMBS portfolio. As a result of engaging ihig transaction, the Company remains economicalboged to the first lo
position on the underlying multamily CMBS transferred to the Consolidated VIE.eTholders of the Note have no recourse t
general credit of the Company, but the Company d@e® the obligation, under certain circumstantesepurchase assets upon
breach of certain representations and warrantib® Tompany will receive all remaining cash flow,aifly, through its retain
ownership.

@ The Company entered into CMBS Master Repurchaseekgents with a thregear term for the purpose of financing a portionits
multi-family CMBS portfolio. In connection with these isactions, the Company agreed to guarantee thard@unctual payment
its wholly-owned subsidiary's obligations under the CMBS MaR&gpurchase Agreements. In September 2014, thep&onrepaid tt
Companys outstanding notes from its collateralized reocedirsancing transaction completed in November 28%8 a principal amoul
of $52.0 million. In connection with the repayment of thetes, the Company terminated and deconsolid&iedrinancing VIE thi
facilitated the financing transaction and the miadthily CMBS serving as collateral on the notesemeansferred back to the Company .

3 The Company engaged in these transactions forut@ope of financing distressed residential mortdagas acquired by the Compa
The distressed residential mortgage loans servingo#lateral for the financings are comprised off@ening, reperforming and to
lesser extent non-performing, fixed and adjustadte; fully-amortizing, interest only and balloon, seasonedtgage loans secured
first liens on one to four family properties. Twbthe four securitization transactions provide dorevolving period of one to two ye
from the date of the respective financing (“RevatyPeriod”)where no principal payments will be made on theenétl cash procee!
generated by the distressed residential mortgagesiand received by the respective securitizatiast during the Revolving Peric
after payment of interest on the note, reserve amsoand certain other transaction expenses, wikJalable for the purchase by
trust of additional mortgage loans that satisfytaiareligibility criteria.

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

The following table presents contractual matunitiprmation about the Financing VIEs2curitized debt as of September 30, :
and December 31, 2013, respectively:

September 30, December 31,

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

Within 24 months $ 154,01: $ 90,70(
Over 24 months to 36 months 55,85: 187,02:
Over 36 months 34,28: 34,50’
Total 244,14 312,23:
Discount (6,735 (7,267)
Carrying value $ 237,410 % 304,96:

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

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

Company’s accompanying condensed consolidateddiabstatements.

Unconsolidated VIEs

The Company has evaluated its multi-family CMBSestvnents in three and four Freddie Mac-sponsor&gkes securitizations
of September 30, 2014 and December 31, 2013, ridgplgcand its mezzanine loan, preferred equitst ather equity investments to detern
whether they are VIEs and should be consolidatethbyCompany. Based on a number of factors, thepaoy determined that it does
have a controlling financial interest and is nat grimary beneficiary of these VIEs. The followitadple presents the classification and cart
value of unconsolidated VIEs as of September 30420hd December 31, 2013 (dollar amounts in thasan

September 30, 2014 December 31, 2013
Investment
securities
Investment availablefor
securities sale, at fair
available for Receivables value, heldin  Receivables
sale, at fair and o ther securitization and o ther
value (@ Assets Total trusts Assets Total
Multi-Family CMBS $ 84,33. $ 161 $ 84,49: $ 92,57¢ $ 18 $ 92,76:
Mezzanine loan and equity investmel — 35,76: 35,76: — 28,05¢ 28,05¢

$ 84,33: $ 35,92: $ 120,25¢ $ 92,57¢ $ 28,24. $ 120,81!

Total assets

@ Multi-Family CMBS amounting to $38.4 million arelten a securitization trust arate included in investment securities availablestle
held in securitization trust in the accompanyingdensed consolidated balance sheets at Septemi20130

Our maximum loss exposure on the médtinily CMBS investments, mezzanine loan and eqintyestments is approximatt
$120.3 million and $120.8 million at September 3014 and December 31, 2013, respectively. The Cogipanaximum exposure does

exceed the carrying value of its investments.
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8. Derivative Instruments and Hedgim Activities

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

The following table presents the fair value of dafive instruments that were not designated as ihgdgstruments and thi
location in our accompanying condensed consolidaidnce sheets at September 30, 2014 and Dece&thb&013, respectively (doll
amounts in thousands):

Derivatives Not Designated September 30, December 31,
as Hedging Instruments Balance Sheet Location 201 4 2013
TBA securities?) Derivative assets $ 214,71.  $ 190,74.
U.S. Treasury futures Derivative assets — 3,251
Swaptions Derivative assets 24F 1,30¢
Options on U.S. Treasury futures Derivative assets — 7
Interest rate swap futures Derivative assets 47€ 23¢€
U.S. Treasury futures Derivative liabilities 49 —
Eurodollar futures Derivative liabilities 37C 1,43

(1) Open TBA purchases and sales involving the sametequarty, same underlying deliverable and the ssetitement date are reflecte
our accompanying condensed consolidated finantzgtments on a net basis. There was no nettind3éf Sales against TBA purchase
September 30, 2014 and December 31, 2013.

The tables below summarize the activity of defxainstruments not designated as hedges for tieminths ended September
2014 and 2013, respectively (dollar amounts in shods):

Notional Amount For the Nine Months Ended SeptembeB0,

2014
December Settlement, September
Derivatives Not Designated 31, Expiration 30,
as Hedging Instruments 2013 Additions or Exercise 2014
TBA securities $ 188,000 $ 1,812,000 $ (1,792,00) $ 208,00(
U.S. Treasury futures (11,900 96,70( (86,000 (1,200
Interest rate swap futures (242,701) 712,90( (702,801) (232,600
Eurodollar futures (3,360,00i) 2,649,001 (2,067,00i) (2,778,00)
Options on U.S. Treasury futures 40,00( — (40,000 —
Swaptions 100,00( — (70,000 30,00(

Notional Amount For the Nine Months Ended SeptembeB0,

2013
December Settlement, September
Derivatives Not Designated 31, Expiration 30,
as Hedging Instruments 2012 Additions or Exercise 2013
TBA securities $ 234,000 $ 2,030,000 $ (2,079,00) $ 185,00t
U.S. Treasury futures (172,100 735,10( (647,400 (84,400
Interest rate swap futures (13,000 263,70! (413,801) (163.101)
Eurodollar futures (2,852,00i) 2,781,00! (2,800,001 (2,871,000
Options on U.S. Treasury futures 70,00( 250,00 (310,001) 10,00(
Swaptions 100,00( — — 100,00¢
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The following table presents the components ofizedland unrealized gains and losses related toenivative instruments that wi
not designated as hedging instruments includedharancome (expense) in our condensed consolidatgdments of operations for the tt
and nine months ended September 30, 2014 and &06ll&r(amounts in thousands) :

Three Months Ended September 30 ,

2014 2013
Realized Unrealized Realized Unrealized
Gains Gains Gains Gains

(Losses) (Losses) (Losses) (Losses)
TBA $ 2,65 $ (2,349 $ (5,420 $ 6,37
Eurodollar Future§) (4417) 85% (1,09¢) (32
Swaptions — 73 — (312
U.S. Treasury and Interest rate swap futures atidrep (1,629 2,241 9,79% (11,12)
Total $ 58z $ 81¢ $ 3271 $ (5,089

Nine Months Ended September 30,

2014 2013
Realized Unrealized Realized Unrealized
Gains Gains Gains Gains

(Losses) (Losses) (Losses) (Losses)
TBA $ 10,000 $ 19¢ $ (15,839 $ 4,962
Eurodollar Future§) (1,879 1,061 (2,886 1,90¢
Swaptions — (769) — 1,07
U.S. Treasury and Interest rate swap futures atidrep (4,155 (2,999 10,52( (4,282
Total $ 397: $ (2,509 $ (8,200 $ 3,66:

@ At September 30, 2014, the Eurodollar futures cdredi2,778 contracts with expiration dates randiatyveen December 2014 and
September 201

The use of TBAs exposes the Company to market wadle as the market value of the securities that@ompany is required
purchase pursuant to a TBA transaction may detlelew the agreedpon purchase price. Conversely, the market valubeosecurities th
the Company is required to sell pursuant to a TB#gaction may increase above the agreed uporpsate At September 30, 2014
December 31, 2013, our condensed consolidated dmkheets include TBAelated liabilities of $215.4 million and $191.6liwn included ir
payable for securities purchased, respectively nOf®A purchases and sales involving the same copantly, same underlying deliverable .
the same settlement date are reflected in our ewedieconsolidated financial statements on a nét.bas

The following table presents the fair value of dative instruments designated as hedging instrusnantl their location in tl
Companys accompanying condensed consolidated balancesshte8eptember 30, 2014 and December 31, 2013 atésgly (dollar amoun
in thousands):

Derivatives Designated September 30, December 31,
as Hedging Instruments Balance Sheet Location 2014 2013
Interest Rate Swaps Derivative assets $ 1,89: $ 2,041

The Company has netting arrangements by countgmétt respect to its interest rate swaps. Congract liability position of $0.
million have been netted against the asset pogitfid&2.1 million and contracts in a liability pdsit of $0.3 million have been netted agains
asset position of $2.3 million in the accompanygsundensed consolidated balance sheets at Sept@dp@014 and December 31, 2(
respectively.
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The following table presents the impact of the Canyis derivative instruments on the Companyaccumulated oth
comprehensive income (loss) for the nine monthgé@eptember 30, 2014 and 2013, respectively ¢(damteounts in thousands):

Nine Months Ended September 30,

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

Balance at beginning of the period $ 2,041 % (1,749
Unrealized (loss) gain on interest rate swaps (149) 3,331
Balance at end of the period $ 1,89: $ 1,59:

The Company estimates that over the next 12 moumihysroximately $1.5 million of the net unrealizeadrgs on the interest r:
swaps will be reclassified from accumulated otlemprehensive income (loss) into earnings.

The following table details the impact of the Comypa interest rate swaps included in interest expéorghe three and nine mon
ended September 30, 2014 and 2013, respectivellar(@mounts in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Interest income
Interest expense-investment securities $ 46z % 43z % 1387 $ 1,291

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

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

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

about @ampany’s interest rate swaps as of September@@l and December 31,

September 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 $ — —% $ — —%
Over 30 days to 3 months — — — —
Over 3 months to 6 months — — — —
Over 6 months to 12 months 95,00( 0.4¢ — —
Over 12 months to 24 months 40,00( 0.3¢ 135,00( 0.4t
Over 24 months to 36 months — — — —
Over 36 months to 48 months 215,00( 0.8: 215,00( 0.8¢
Over 48 months to 60 months — — — —
Total $ _ 350,00( 0.69% $ _ 350,00( 0.6%%

(1)

The Company enters into interest rate swap trailosecivhereby the Company pays a fixed rate of @steand receives one mo
LIBOR.

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

The Company is required to pledge assets underladsal margin arrangement, including either cashAgency RMBS, ¢
collateral for its interest rate swaps, futurestamts and TBAs, whose collateral requirements vgrgounterparty and change over time b
on the market value, notional amount, and remaitengy of the agreement. In the event the Companyable to meet a margin call under
of its agreements, thereby causing an event ofutteda triggering an early termination event undee of its agreements, the counterpar
such agreement may have the option to terminatef allich counterpartg’ outstanding transactions with the Company. Iritead under thi
scenario, any close-out amount due to the countgrppon termination of the counterpagyttansactions would be immediately payable b
Company pursuant to the applicable agreement. Cidmpany believes it was in compliance with all nramgquirements under its agreem
as of September 30, 2014 and December 31, 2013Cdhgany had $12.7 million and $10.2 million oftreeted cash related to margin pos
for its agreements as of September 30, 2014 anérbeer 31, 2013, respectively. The restricted cadt hy third parties is included
receivables and other assets in the accompanyimdeosed consolidated balance sheets.
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9. Financing Arrangements, Portfoliohvestments

The Company has entered into repurchase agreenmvéhtshird party financial institutions to finanées investment portfolio. Tt
repurchase agreements are shema borrowings that bear interest rates typichdged on a spread to LIBOR, and are secured ksetheitie
which they finance. At September 30, 2014, the Camphad repurchase agreements with an outstandilagnde of $627.9 million and
weighted average interest rate of 0.42%. At Deandi, 2013, the Company had repurchase agreeméhtsaan outstanding balance
$791.1 million and a weighted average interest oat@.49%. As of September 30, 2014 and Decembgl@13, the average days to matt
for all repurchase agreements were 41 days anda$g, despectively. The Comparyaccrued interest payable on outstanding repue
agreements at September 30, 2014 and DecembefB83,anounts to $0.2 million and $0.6 million, restpeely, and is included in accru
expenses and other liabilities on the Company’sleneed consolidated balance sheets.

The following table presents detailed informatidmat the Companyg’ borrowings under repurchase agreements and asx
assets pledged as collateral at September 30, &t December 31, 2013 (dollar amounts in thousands)

September 30, 2014 December 31, 2013
Amortized Amortized
Outstanding  Fair Value of Cost Outstanding  Fair Value of Cost
Repurchase Collateral Of Collateral ~ Repurchase Collateral Of Collateral
Agreements Pledged Pledged Agreements Pledged Pledged
Agency RMBS
Agency ARMs $ 152,73!  $ 163,11 $ 16551 $ 197,97: $ 208,70. $ 214,03
Agency Fixed Rate 393,14: 419,56( 433,84¢ 489,95: 516,01 541,58
Agency 10s 82,00t 101,24: 111,54( 94,69¢ 113,72: 122,87!
CLOs — — — 8,50( 14,78¢ 8,941
Balance at end of the period $ 627,88 $ 683,91: $ 710,90t $ 791,12 $ 853,22 $ 887,44

The following table presents contractual matunitiprmation about the Comparsybutstanding repurchase agreements at Sept
30, 2014 and December 31, 2013 (dollar amountsdndands):

September 30, December 31,

Contractual Maturity 201 4 2013

Within 30 days $ 379,95, $ 509,56
Over 30 days to 90 days 181,54« 281,56:
Over 90 days 66,38¢ —
Total $ 627,88, $ 791,12!

As of September 30, 2014 and December 31, 2013ptietanding balance under our repurchase agreemerd funded at :
advance rate of 92.2% that implies an average Uitairfc7.8%. The weighted average “haircrdfated to our repurchase agreement financir
our Agency RMBS (excluding Agency 10s), Agency l@sd CLOs was approximately 5%, 25% and 35%, resdygt for a total weighte
average “haircut” of 7.8%.

In the event we are unable to obtain sufficientrsterm financing through repurchase agreements aretke, or our lenders st
to require additional collateral, we may have tpitate our investment securities at a disadvantagéme, which could result in losses. ;
losses resulting from the disposition of our inugsht securities in this manner could have a matadizerse effect on our operating results
net profitability. At September 30, 2014 and DecemB1, 2013, the Company had repurchase agreeméthitsll counterparties. As
September 30, 2014 and December 31, 2013, we hadurderparties where the amount at risk was irexof 5% of Stockholdergquity.
The amount at risk is defined as the fair valuesefurities pledged as collateral to the repurclzgseement in excess of the repurc
agreement liability.
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As of September 30, 2014, the Company had $28lmih cash and $208.4 million in unencumberecdestment securities to mi
additional haircut or market valuation requiremeitsluding $127.3 million of RMBS, of which $125million are Agency RMBS, and $4¢
million of CMBS. The $28.5 million of cash, the 12 million in RMBS, $46.0 million of CMBS and $46million held in overnight depos
in our Agency IO portfolio included in restrictedsh (that is available to meet margin calls aslétes to our Agency IO portfolio repurch
agreements), which collectively represent 39.6%wffinancing arrangements, are liquid and couldniometized to pay down or collatera
the liability immediately.

10. Residential Collateralized Debt Qigations

The Company’s Residential CDOs, which are recomedabilities on the Comparg/'condensed consolidated balance sheet
secured by ARM loans pledged as collateral, whighracorded as assets of the Company. As of SepteBth 2014 and December 31, 2(
the Company had Residential CDOs outstanding o8 &L#illion and $158.4 million, respectively. As &ptember 30, 2014 and Decen
31, 2013, the current weighted average interestaatthesdresidential CDOs was 0.54% and 0.55%, respectivélg Residential CDOs ¢
collateralized by ARM loans with a principal balanof $155.3 million and $165.2 million at SeptemBér 2014 and December 31, 2(
respectively. The Company retained the owner tasdificates, or residual interest for three sa@ations, and, as of September 30, 2014
December 31, 2013, had a net investment in thderasal securitization trusts of $5.8 million angl& million, respectively.

11. Subordinated Debentures
Subordinated debentures are trust preferred sexsuthat are fully guaranteed by the Company wétspect to distributions a

amounts payable upon liquidation, redemption oayepent. The following table summarizes the key ittetsf the Company subordinate
debentures as of September 30, 2014 and Decemp20B3 (dollar amounts in thousands):

NYM Preferred NYM Preferred
Trust | Trust Il
Principal value of trust preferred securities $ 25,000 $ 20,00(
Interest Rate Three month LIBOI Three month LIBOI
plus 3.75%, resettit plus 3.95%, resettit
quarterly quarterly
Scheduled maturity March 30, 203 October 30, 20z

As of November 6, 2014, the Company has not bedfieth and is not aware, of any event of defaulter the covenants for 1
subordinated debentures.

12. Commitments and Contingencies

Loans Sold to Third Parties Fhe Company sold its mortgage lending businessanchl2007. In the normal course of busines:
Company is obligated to repurchase loans basedatations of representations and warranties inltla® sale agreements. The Company
not repurchase any loans during the nine monthedk8éptember 30, 2014.

Outstanding Litigation The Company is at times subject to various legat@edings arising in the ordinary course of businAs
of September 30, 2014, the Company does not befi@teany of its current legal proceedings, indixtlly or in the aggregate, will have a
material adverse effect on the Company’s operatimsncial condition or cash flows.

13. Fair Value of Financial Instrumenrg

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

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

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

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

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

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

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

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

a.

Investment Securities Available for Sale (RMBS@h@s) — Fair value for the RMBS in our portfolio are valugsing a thirel
party pricing service or are based on quoted pritesided by dealers who make markets in similaaricial instruments. Tl
dealers will incorporate common market pricing noefhy including a spread measurement to the Treasumae or interest ra
swap curve as well as underlying characteristicthefparticular security including coupon, perioditd life caps, collatel
type, rate reset period and seasoning or age ofaberity. If quoted prices for a security are ressonably available fron
dealer, the security will be mdassified as a Level 3 security and, as a residhagement will determine the fair value base
characteristics of the security that the Compangeives from the issuer and based on available rmdriermation
Management reviews all prices used in determinialyiation to ensure they represent current markeditons. This revie
includes surveying similar market transactions, garisons to interest pricing models as well asrioffgs of like securities
dealers. The Company's investment securities tieat@mprised of RMBS and CLOs are valued based vgadily observab
market parameters and are classified as Level dhies.

Investment Securities Available for Sale (CM — As the Company CMBS investments are comprised of securitiesviich
there are not substantially similar securities thede frequently, the Company classifies thesargters as Level 3 fair value
Fair value of the Company’CMBS investments is based on an internal valnatiodel that considers expected cash flows
the underlying loans and yields required by mapaaticipants. The significant unobservable inpsdiin the measuremen
these investments are projected losses of cedaittified loans within the pool of loans and a distt rate. The discount r:
used in determining fair value incorporates defeatie, loss severity and current market interdstsralrhe discount rate ran
from 4.1% to 11.8%. Significant increases or desesan these inputs would result in a significatlyer or higher fair valt
measurement.

Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trusts are releal at fair value ai
classified as Level 3 fair values. Fair value isdghon an internal valuation model that considepeeted cash flows from t
underlying loans and yields required by marketipgants. The significant unobservable inputs usethe measurement
these investments are discount rates. The diseatenused in determining fair value incorporatefaudlé rate, loss severity a
current market interest rates. The discount ratgea from 3.13% to 5.80%Significant increases or decreases in these i
would result in a significantly lower or higher faialue measurement.

Derivative Instrument— The fair value of interest rate swaps, swaptiopsipas and TBAs are based on dealer quotes. TF
value of future contracts are based on exchangledrarices. The Comparsyderivatives are classified as Level 1 or Le\
fair values.

Multi-Family CDOs -The fair value of multfamily CDOs is determined using a third party prigiservice or are based
quoted prices provided by dealers who make mariketBnilar financial instruments. The dealers wiinsider contractual ce
payments and yields expected by market participdbeslers also incorporate common market pricinghoes, including
spread measurement to the Treasury curve or inteates swap curve as well as underlying charadtesiof the particule
security including coupon, periodic and life capaljateral type, rate reset period and seasonirgyerof the security.
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The following table presents the Companfinancial instruments measured at fair value oecairring basis as of September
2014 and December 31, 2013, respectively, on thepaoy’s condensed consolidated balance sheeta@mtiounts in thousands):

Measured at Fair Value on a Recurring Basis at

September 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 $ — $ 809,13 % — $ 809,13 % — $ 876,87 $ — $ 876,87
Non-Agency RMBS — 2,04( — 2,04( — 2,361 — 2,361
CMBS — — 45,95; 45,95;
CLOs — 35,12: — 35,12: — 33,20¢ — 33,20¢
Investment securities
available for sale held
securitization trusts:
CMBS — — 38,37¢ 38,37¢ — — 92,57¢ 92,57¢
Multi-family loans held in
securitization trusts — — 8,303,16! 8,303,16! — — 8,111,022 8,111,02;
Derivative assets:
TBA Securities — 214,71: — 214,71: — 190,74 — 190,74:
Options on U.S.
Treasury futures — — — — 7 — — 7
U.S. Treasury futures — — — — 3,251 — — 3,251
Interest rate swap
futures 47¢ — — 47¢ 23¢ — — 23¢
Interest rate swaps — 1,89: — 1,89: — 2,041 — 2,041
Swaptions — 24% — 24% — 1,30¢ — 1,30¢
Total $ 47¢ $1,063,14 $8,387,50 $9,451,12. $ 3,502 $1,106,53. $8,203,601 $9,313,63
Liabilities carried at fair
value
Multi-family collateralized
debt obligations $ — 3 — $8,005,01 $8,00501 $ — 3 — $7,871,021 $7,871,02
Derivative liabilities:
U.S. Treasury futures 49 — — 49
Eurodollar futures 37C — — 37C 1,43: — — 1,432
Total $ 41¢  $ — $8,005,01: $8,005,43. $ 1,43 $ — $7,871,020 $7,872,45.

The following table details changes in valuation fiee Level 3 assets for the nine months endedeSdmr 30, 2014 and 20.
respectively (amounts in thousands):

Level 3 Assets:

Nine Months Ended September 3 0,

201 4 2013

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

Included in earning&) 267,23t (411,49

Included in other comprehensive income 11,65: 11,22]
Purchases/(Sales) (41,44 1,700,86!
Paydowns (50,199 (59,34))
Sale of real estate owned (3,35)) —
Balance at the end of period $ 8,387,50. $ 6,755,32

D Amounts included in interest income from multi-faymlioans held in securitization trusts, unrealizgin on multifamily loans and de
held in securitization trusts, net and realizedhdkiss) on investment securities and related redus.
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The following table details changes in valuationttee Level 3 liabilities for the nine months endgeptember 30, 2014 and 2C
respectively (amounts in thousands):

Level 3 Liabilities:
Nine Months Ended September 3 0,

201 4 201 3

Balance at beginning of period $ 7,871,021 $ 5,319,57:
Total realized and unrealized gains/(losses)

Included in earning§) 187,53t (447,559

Included in other comprehensive income — —
Purchases — 1,659,63
Paydowns (53,547 (59,36
Balance at the end of period $ 8,005,01 $ 6,472,27

D Amounts included in interest expense on multi-fgraillaterized debt obligations and unrealized gaimrmultifamily loans and debt he
in securitization trusts, net.

The following table details the changes in unrealigains (losses) included in earnings for our L8vassets and liabilities for t
three and nine months ended September 30, 201204r8] respectively (dollar amounts in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Change in unrealized (losses)gains — assets $ (56,127) $ (48,529 $ 284,56¢ $ (377,169
Change in unrealized gains(losses) — liabilities 74,235 54,86( (241,50 399,53¢
Net change in unrealized gains included in earnfagassets an
liabilities $ 18,11 $ 6,33¢ $ 43,06( $ 22,37(

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

The following table presents assets measuredratdaie on a nomecurring basis as of September 30, 2014 and Deme&ih 201
respectively, on the condensed consolidated balstmeets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas at

September 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 trusts — impaired loar
(net) $ — % — $ 8971 $ 8971 $ — 3 — $ 6591 $ 6,591
Real estate owned held in residential
securitization trusts — — 66¢ 66¢ — — 1,10¢ 1,10¢
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The following table presents losses incurred faets measured at fair value on a meodrring basis for the three and nine ma
ended September 30, 2014 and 2013, respectivelyh@rCompanys condensed consolidated statements of operatawianr amounts i
thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Residential mortgage loans held in securitizatrosts — impaired loans
(net) $ (287 $ 39 $ (659 $ (56¢)
Real estate owned held in residential securitipatiosts (50) (199 (109 (209

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

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

The following table presents the carrying valud astimated fair value of the Compasifinancial instruments at September 30, :
and December 31, 2013, respectively, (dollar anouimthousands):

September 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 $ 28,51: $ 28,51! % 31,79¢ $ 31,79¢
Investment securities available for s&le Level 2 or 3 892,25: 892,25: 912,44: 912,44:
Investment securities available for sale, at faiue held

in securitization trusts Level 3 38,37¢ 38,37¢ 92,57¢ 92,57¢
Residential mortgage loans held in securitizatiasts

(net) Level 3 152,90: 139,93t 163,23’ 152,10:
Distressed residential mortgage loans (fet) Level 3 262,98( 280,05! 264,43: 254,54;
Multi-family loans held in securitization trusts Level 3 8,303,16! 8,303,16! 8,111,02; 8,111,02:
Derivative assets Level 1 or 2 217,23: 217,32: 197,59( 197,59(
Mortgage loans held for sale (n€¥) Level 3 2,48¢ 2,481 2,49¢ 2,59t
First mortgage loan@ Level 3 9,52¢ 9,74t 8,24¢ 8,31¢
Mezzanine loan and equity investmef@ts Level 3 29,55’ 29,78¢ 21,56¢ 21,81
Financial Liabilities:
Financing arrangements, portfolio investments Level 2 $ 627,88. $ 627,88. $ 791,12 $ 791,12!
Residential collateralized debt obligations Level 3 148,29t 136,93 158,41( 151,91(
Multi-family collateralized debt obligations Level 3 8,005,01. 8,005,01: 7,871,02i 7,871,02i
Securitized debt Level 3 237,41 247 ,65¢ 304,96« 311,53!
Derivative liabilities Level 1 or 2 41¢ 41¢ 1,432 1,43
Payable for securities purchased Level 1 215,41 215,41 191,59: 191,59:.
Subordinated debentures Level 3 45,00( 37,34: 45,00( 39,31(

(M Includes distressed residential mortgage loans inedécuritization trusts with a carrying value amting to approximately $247.2 milli
and $254.7 million at September 30, 2014 and Deeerdb, 2013, respectively. Distressed resident@tgage loans with a carrying va
amounting to approximately $15.8 million and $9.#lion are included in receivables and other assetthe accompanying conden
consolidated balance sheets at September 30, 2@llBecember 31, 2013, respectively.

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

@ Includes $46.0 million of CMBS securities classifias level 3
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In addition to the methodology to determine the Vailue of the Compang’financial assets and liabilities reported at Vaiue on
recurring basis and naecurring basis, as previously described, the Walig methods and assumptions were used by the Qoyipaarriving
at the fair value of the Company’s other finanaistruments in the table immediately above:

a . Cash and cash equivaler- Estimated fair value approximates the carrying @alfisuch asset

b . Residential mortgage loans held in securitizationsts (net)— Residential mortgage loans held in the securitratrusts ar
recorded at amortized cost. Fair value is baseshdnternal valuation model that considers the eg@ped characteristics of group
loans such as, but not limited to, collateral typelex, interest rate, margin, length of fixede period, life cap, periodic ci
underwriting standards, age and credit estimatadjube estimated market prices for similar typebans.

c. Distressed residential mortgage loans (r— Fair value is estimated using pricing models takirtg consideration current inter
rates, loan amount, payment status and propertg, tgqpd forecasts of future interest rates, homeegrand property valu
prepayment speeds, default, loss severities, andlgaurchases and sales of similar lo:

d. Mortgage loans held for sale (ne The fair value of mortgage loans held for sale)(ae¢ estimated by the Company based o
price that would be received if the loans were saddvhole loans taking into consideration the aggpesd characteristics of the lo
such as, but not limited to, collateral type, indiexerest rate, margin, length of fixed interesterperiod, life time cap, periodic ¢
underwriting standards, age and cre

e. First mortgage loan and mezzanine loan and equitie$tment— Estimated fair value is determined by both marl@thgarabl
pricing and discounted cash flows. The discountashcflows are based on the underlying contractaah dlows and estimat
changes in market yields. The fair value also o#fleconsideration of changes in credit risk sirfee drigination or time of initii
investment

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

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

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

j . Subordinated debentureslhe fair value of these subordinated debenturbased on discounted cash flows using management’s
estimate for market yield

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

The Company had 200,000,000 authorized sharesefémped stock, par value $0.01 per share, with B@ID shares issued ¢
outstanding as of September 30, 2014 and Decenthe2@®3. On June 4, 2013, the Company issued ®000hares of 7.75% Serie
Cumulative Redeemable Preferred Stock (“SerieséBeired Stock™)with a par value of $0.01 per share and a liquidlapreference of $:
per share, 3,450,000 shares authorized, in an wnitten public offering, for net proceeds of approately $72.4 million, after deducti
underwriting discounts and offering expenses. $haes B Preferred Stock is entitled to receidivalend at a rate of 7.75% per year on
$25 liquidation preference and is senior to the am stock with respect to dividends and distributid assets upon liquidation, dissolutiol
winding up. The Series B Preferred Stock genemddgs not have any voting rights, subject to aregtian in the event the Company fail:
pay dividends on such stock for six or more quirteeriods (whether or not consecutive). Undethsciccumstances, the Series B Prefe
Stock will be entitled to vote to elect two additéd directors to the Company’s Board of Directdise (“Board”) designating the Series
Preferred Stock until all unpaid dividends haverbeaid or declared and set apart for payment. dufitian, certain material and adve
changes to the terms of the Series B PreferredkStannot be made without the affirmative vote ofdeos of at least twdhirds of the
outstanding shares of Series B Preferred Stock.
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The Series B Preferred Stock is not redeemablehbyCtompany prior to June 4, 2018, except undeuristances intended
preserve the Comparg/’qualification as a REIT and except upon the getwe of a Change of Control (as defined in theicked
Supplementary designating the Series B PreferredkptOn and after June 4, 2018, the Company miaits aption, redeem the Serie:
Preferred Stock, in whole or in part, at any timrefrom time to time, for cash at a redemption priggual to $25.00 per share, plus
accumulated and unpaid dividends.

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

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

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

From the time of original issuance of the SerieBrBferred Stock through September 30, 2014, thep@agnhas declared and p
all required quarterly dividends on such stock. Tdlwing table presents the relevant dates witspect to such quarterly cash dividend
the Series B Preferred Stock from issuance thr@egtember 30, 2014:

Cash
Dividend

Declaration Date Record Date Payment Date Per Share
September 18, 2014 October 1, 2014 October 15, 2014 $ 0.48437!

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 dedldne the Company on its common stock with respeatdach of the quartel
periods commencing January 1, 2013 and ended Skete30, 2014:

Cash
Dividend

Period

Declaration Date

Record Date

Payment Date

Per Share

Third Quarter 2014 September 18, 2014 September 29, 2014 October 27, 2014 $ 0.27
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 0.2i
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 0.2i

39




(c) Public Offering of Common Sto

The table below presents information with respeahares of the Comparsytommon stock issued through public offeringsrih
the nine months ended September 30, 2014.

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

@ proceeds are net of underwriting costs and offezkenses paid by the Company.

(d) Equity Distribution Agreemet

On June 11, 2012, we entered into an equity digich agreement with JMP Securities LLC (“JMR{$ the placement age
pursuant to which we may sell up to $25,000,000thvof shares of our common stock from time to tifm®ugh JMP. We have no obligat
to sell any of the shares under the equity distidiouagreement and may at any time suspend soiigita and offers under the eqt
distribution agreement. During the nine months enieptember 30, 2014, there were no shares issuk the equity distribution agreem:
During the nine months ended September 30, 2013issuveed 480,014 shares under the equity distribugigreement resulting in total
proceeds to the Company of $3.5 million, after diidg the placement fees.

15. Earnings Per Share

The Company calculates basic net income per shyadévtlling net income for the period by weightaderage shares of common si
outstanding for that period. Diluted net income phare takes into account the effect of dilutivstrimments, such as convertible prefe
stock, stock options and unvested restricted diopaance stock, but uses the average share pnigdbdgeriod in determining the numbe
incremental shares that are to be added to thehtegigverage number of shares outstanding. There wetdluteve instruments for the ni
months ended September 30, 2014 and 2013.

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

For the Three Months Ended  For the Nine Months Ended

September 30, September 30,

2014 2013 2014 2013
Numerator :
Net income attributable to common stockhol— Basic $ 38,27: $ 16,93 $ 89,85¢ $ 43,55:
Net income attributable to common stockhol— Dilutive 38,27 16,93: 89,85¢ 43,55
Denominator:
Weighted average basic shares outstanding 90,68¢ 63,75¢ 85,01¢ 57,49:
Weighted average dilutive shares outstanding 90,68¢ 63,75 85,01¢ 57,49:
EPS:
Basic EPS $ 04z $ 027 $ 1.0¢ $ 0.7¢
Dilutive EPS $ 04z $ 027 $ 1.0¢ $ 0.7¢
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16. Stock Incentive Plan

Pursuant to the 2010 Plan Stock Incentive Planpmsoaed by the Comparny’stockholders, eligible employees, officers
directors of the Company have the opportunity tgure the Company's common stock through the awhrdstricted stock and other eqt
awards under the 2010 Plan. The maximum numbernares that may be issued under the 2010 Plan99,000.

Of the common stock authorized at September 304 20l December 31, 2013, 862,512 shares and 995[G28s, respective
were reserved for issuance under the CompaP§10 Stock Incentive Plan. At September 30, 200iDecember 31, 2013, there were 162
and 94,873 shares of unvested restricted stockamating under the 2010 Plan. The Comparditectors have been issued 111,311 and 8
shares under the 2010 Plan as of September 30,&@lDecember 31, 2013, respectively. The Comaofficers have been issued 216,
and 111,660 shares under the 2010 Plan as of Septé&@, 2014 and December 31, 2013, respectively.

During the three and nine months ended SeptemheR@®D4, the Company recognized nmsh compensation expense of !
million and $0.3 million, respectively. During thtree and nine months ended September 30, 2013Cdhgpany recognized naast
compensation expense of $0.1 million and $0.2 amillrespectively. Dividends are paid on all reggdcstock issued, whether those shares
vested or not. In general, neested restricted stock is forfeited upon the recifs termination of employment. There were ndefitures
during the nine months ended September 30, 201261H38

A summary of the activity of the Company's nagsted restricted stock under the 2010 Plan fomthe months ended Septenr
30, 2014 and 2013, respectively, are presentedbelo

2014 2013

Weighted Weighted

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

Restricted Grant Date Restricted Grant Date
Shares Fair Value ) Shares Fair Value )
Non-vested shares at January 1 94,87: $ 7.01 31,58( $ 6.5¢
Granted 104,51 7.3¢ 75,38t 7.18
Vested (37,219 6.97 (12,09) 6.6¢
Non-vested shares as of September 30 162,17. $ 7.2€ 94,87: $ 7.01
Weighted-average fair value of restricted stockted 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 Coyipacommon stock
at the grant date.

At September 30, 2014 and 2013, the Company hadcagnized compensation expense of $0.9 million $0db million
respectively, related to the neested shares of restricted common stock undel@i® Plan. The unrecognized compensation expel
September 30, 2014 is expected to be recognizedaweighted average period of 2.0 years. The faialvalue of restricted shares ves
during the nine months ended September 30, 2012@h8 was approximately $0.3 million and $0.1 roilli respectively. The requisite sen
period for restricted shares at issuance is theagsy
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17. Income Taxes

At September 30, 2014, a wholly owned TRS of then@any had approximately $59 million of net opemtiass carryforwarc
which the Company does not expect to be able lizaito offset future taxable income, other thaxatde income arising from certaibiilt in
gains”on its CLOs. The carryforwards will expire betwe2dP4 through 2028. The Internal Revenue Code pleedsin limitations on tt
annual amount of net operating loss carryforwahdg tan be utilized if certain changes in the Camyfsaownership occur. The Comp:
determined during 2012 that it had undergone ovhiershanges within the meaning of Internal Reve@ode Section 382 that the Comp
believes will substantially eliminate utilizatioff these net operating loss carryforwards to offigetre taxable income. In general, if a comg
incurs an ownership change under Section 382, dhgany's ability to utilize a net operating loss NOL carryforward to offset its taxat
income becomes limited to a certain amount per.y@a2013, the Company, through its wholly ownedSERincurred net operating losse
the aggregate amount of approximately $1.3 milliBme Companys carryforward net operating losses will expire2083 if they are not offs
by future taxable income. Additionally, during 20XBe Company, through one of its wholly owned TR&so incurred approximately $.
million in capital losses. The Compasytarryforward capital losses will expire by 2018hey are not offset by future capital gains.
Company has recorded a valuation allowance ageéntin deferred tax assets at September 30, 20#haagement does not believe thai
more likely than not that these deferred tax assitde realized.

The Company files income tax returns with the WeBleral government and various state and locadiaiions. The Company is
longer subject to tax examinations by tax authesitior years prior to 2011. The Company has assdtsséax positions for all open yes
which includes 2011 to 2013 and concluded thakthee no material uncertainties to be recognized.

During the three and nine months ended Septemhe2@04, the Company’ TRSs recorded approximately $1.1 million and
million, respectively, of income tax expense. iDgrthe three and nine months ended September@®(@®, 2he Compang’ TRSs recorde
approximately $0.2 million and $0.5 million, respeely, of income tax expense. The Compangstimated taxable income differs from
federal statutory rate as a result of state anal kaxes, non-taxable REIT income, a valuationvedioce and other differences.

The gross deferred tax asset at September 30, @&dDecember 31, 2013 is $31.5 million and $30.anj respectively. Th
major sources of temporary differences includethndeferred tax assets and their deferred taxtedfe of September 30, 2014 and Decel
31, 2013 are as follows (dollar amounts in thousgnd

September 30, December 31,

2014 2013

Deferred tax assets

Net operating loss carryforward $ 27,89¢ $ 28,25(

Net capital loss carryforward 1,68( 1,59¢

GAAP/Tax basis differences 1,941 48¢

Total deferred tax assdis 31,51« 30,33
Valuation allowance (30,879 (30,27%)
Deferred tax liabilities

Deferred tax liabilities 16 55

Total deferred tax liabilitie®) 16 55
Total net deferred tax asset $ 625 $ —

()

o Included in receivables and other assets in themapanying condensed consolidated balance sheets.
2

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

On April 5, 2011, the Company entered into a mamagg agreement with RiverBanc, pursuant to whicheF8anc provide
investment management services to the Company. @rchv13, 2013, the Company entered into an ameadddrestated managem
agreement with RiverBanc (as amended, the “RivetBdanagement AgreementJhe RiverBanc Management Agreement replaces tloe
management agreement between RiverBanc and the &@gmgated as of April 5, 2011. The amended antexs agreement has an effec
date of January 1, 2013 and has a term that wilirexon December 31, 2014, subject to automaticanone-year renewals thereof.

As of September 30, 2014 and December 31, 2013 thepany owned a 20% membership interest in RivacBRor the three a
nine months ended September 30, 2014, the Compesogmized approximately $1.1 million and $1.4 moiliin income related to
investment in RiverBanc, respectively. For the ¢hamd nine months ended September 30, 2013, thep&@gnrecognized approximately $
million and $0.2 million in income related to itsvestment in RiverBanc, respectively.

For the three and nine months ended Septemb&034@, the Company expensed $5.7 million and $8lilomin fees to RiverBan
respectively. For the three and nine months erSiggtember 30, 2013, the Company expensed $0.iomadind $2.1 million in fees
RiverBanc, respectively. As of September 30, 20dd Recember 31, 2013, the Company had fees payalRé/erBanc of $5.3 million ar
$1.0 million, respectively, included in accrued empes and other liabilities.
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Item 2. Management's Discussion and Analysis of Financial @dition and Results of Operations
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

When used in this Quarterly Report on FormQ@,0in future filings with the Securities and ExcganCommission, or SEC, or in pr
releases or other written or oral communicatiossesl or made by us, statements which are not luiatén nature, including those contain
words such as “believe,” “expect,” “anticipate,”stamate,” “plan,” “continue,” “intend,” “should,” Would,” “could,” “goal,” “objective,”
“will,” “may” or similar expressions, are intendéad identify “forward-looking statements¥ithin the meaning of Section 27A of the Secur
Act of 1933, as amended, or Securities Act, andi@e@1E of the Securities Exchange Act of 1934aasended, or Exchange Act, and
such, may involve known and unknown risks, uncaetias and assumptions.

" ou LIS " o

Forwardiooking statements are based on our beliefs, assumspand expectations of our future performanaking into account ¢
information currently available to us. These baljieflssumptions and expectations are subject te asll uncertainties and can change
result of many possible events or factors, nobhllvhich are known to us. If a change occurs, aisiess, financial condition, liquidity a
results of operations may vary materially from thexpressed in our forwatdeking statements. The following factors are exw®pf thos
that could cause actual results to vary from oww#&dlooking statements: changes in interest rates hedrarket value of our securiti
changes in credit spreads, the impact of the doadegof the londerm credit ratings of the U.S., Fannie Mae, Freddac, and Ginnie Ma
market volatility; changes in the prepayment rateshe mortgage loans underlying our investnsemurities; increased rates of default ar
decreased recovery rates on our assets; our abilltgrrow to finance our assets; changes in gorem laws, regulations or policies affec
our business, including actions taken by the UesleFal Reserve and the U.S. Treasury; our abdityaintain our qualification as a REIT
federal tax purposes; our ability to maintain oxeraption from registration under the Investment @any Act of 1940, as amended; and 1
associated with investing in real estate assetduding changes in business conditions and the rgemeonomy. These and other ri
uncertainties and factors, including the risk faestdescribed in Part I, Iltem 1A — “Risk Factors’oofr Annual Report on Form 1K{or the yea
ended December 31, 2013 and as updated by ourcgérgefilings with the SEC under the Exchange A&otld cause our actual result:
differ materially from those projected in any fomddooking statements we make. All forwdabking statements speak only as of the da
which they are made. New risks and uncertaintise aaver time and it is not possible to predictsthevents or how they may affect us. Ex
as required by law, we are not obligated to, anchalointend to, update or revise any forwérdking statements, whether as a result of
information, future events or otherwise.

Defined Terms

In this Quarterly Report on Form 1Q-we refer to New York Mortgage Trust, Inc., togetvith its consolidated subsidiaries,
we,” “us,” “Company,” or “our,” unless we specifially state otherwise or the context indicates othise. We refer to our whollgwnet
taxable REIT subsidiaries as “TRSs” and our whallyned qualified REIT subsidiaries as “QRSk"addition, the following defines certain
the commonly used terms in this report: “RMBS” refdéo residential mortgage-backed securities coseati of adjustableate, hybric
adjustable-rate, fixed-rate, interest only and irseeinterest only, and principal only securitieAgency RMBS'tefers to RMBS representi
interests in or obligations backed by pools of mage loans issued or guaranteed by a federally telhad corporation (“GSE”),such as th
Federal National Mortgage AssociatiofFannie Mae”) or the Federal Home Loan Mortgage Qoration (“Freddie Mac”), or an agency (
the U.S. government, such as the Government Natioatigage Association (“Ginnie Mae”); “Agency ARNsrefers to Agency RME
comprised of adjustable-rate and hybrid adjustatate RMBS; “non-Agency RMBS¢fers to RMBS backed by prime jumbo and Altera
A-paper (“Alt-A") mortgage loans; “lOs” refers colletively to interest only and inverse interest amigrtgagebacked securities that repres
the right to the interest component of the castv fimm a pool of mortgage loans; “Agency I0&fers to I0s that represent the right to
interest components of the cash flow from a poohaftgage loans issued or guaranteed by a GSE @gamcy of the U.S. government; “POs’
refers to mortgagdacked securities that represent the right to thiagipal component of the cash flow from a poolnoértgage loan:
“ARMS” refers to adjustable-rate residential moriga loans; “prime ARM loans”and “residential secured loans®®ach refer to prime crec
quality residential ARM loans (“prime ARM loans”ehl in securitization trusts; “distressed residextioans” refers to pools of performi
and re-performing, fixed-rate and adjustable-réftdly amortizing, interestnly and balloon, seasoned mortgage loans secuyditdt liens ol
one- to four-family properties “CMBS” refers to commercial mortgage-backed sedesitcomprised of commercial mortgage passugl
securities, as well as 10 or PO securities thatresgent the right to a specific component of thehdéswy from a pool of commercial mortge
loans; "CDOs" refers to collateralized debt obligats and “CLO” refers to collateralized loan oblitjans.

«, "o
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General

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

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

We strive to maintain and achieve a balanced awmdrsk funding mix to finance our assets and opmrstiTo this end, we re
primarily on a combination of shomrm borrowings, such as repurchase agreements,laaer term structured financings, suct
securitization and re-securitization transactiavigh terms longer than one year.

We internally manage a certain portion of our gitf including Agency ARMs, fixed-rate Agency RMB8onAgency RMBS
CLOs and certain residential mortgage loans helseturitization trusts. In addition, as part of owestment strategy, we also contract '
certain external investment managers to manageifispasset types targeted by us. We are a partgejparate investment manager
agreements with Headlands, Midway and RiverBandh wleadlands providing investment management serwedis respect to ol
investments in certain distressed residential nagiggdoans, Midway providing investment managementices with respect to our investme
in Agency IOs, and RiverBanc providing investmergnagement services with respect to our investmantaulti-family CMBS and certa
commercial real estate-related debt investments.

Key Third Quarter 2014 Developments
Third Quarter 2014 Common Stock and Preferred Stock Dividends

On September 18, 2014, our Board of Directors dedla regular quarterly cash dividend of $0.27qenmon share for the quai
ended September 30, 2014. The dividend was pa@obober 27, 2014 to our common stockholders ofneees of September 29, 2014.

Also, in accordance with the terms of our SerieBrBferred Stockn September 18, 2014, our Board of Directors dedla Series
Preferred Stock quarterly cash dividend of $0.4848&r share of Series B Preferred Stock. The diddeas paid on October 15, 2014 to
preferred stockholders of record as of Octobel0142

Termination of 2012 CMBS Securitization and Sale of Multi-family CMBS

During the third quarter, we received an offer ¢étl sne of our first loss mulfiamily CMBS securities that serves as collaterala
non-recourse financing transaction we entered inttNlovember 2012. Following a review of our md#lmily portfolio and the curre
financing environment, we determined that the coration of attractive proposed sale terms for thétinfiamily CMBS security together wi
potential liquidity options for the other multi-fag CMBS serving as collateral for the same meneurse financing provided us with bot
significant, current term capital appreciation evamd an opportunity to improve yield potential fbese other mulfiamily CMBS securitie:
For these reasons, we seized on the opportunisgltahe multifamily CMBS security, resulting in total proceedsthe Company of $41
million and a realized gain of $16.5 million.

In connection with the opportunity to sell this tirfamily CMBS security (and prior to the sale bfs multifamily CMBS security’
we terminated a 2012 CMBS securitization (in themfoof a CMBS Master Repurchase Agreement) totah®d@ million, releasin
approximately $182.5 million of mulfamily CMBS collateral value, which included thecsdty we subsequently sold, back to the Com,
during the quarter. We believe the remaining CMB8ateral provides us with several liquidity optsofrom outright sale to refinancing
more favorable terms. The early termination of20&2 CMBS securitization resulted in a loss onngdishment of debt of $3.4 million, whi
included unamortized debt issue costs of $0.4 onilli
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Current Market Conditions and Commentary

General. The U.S. economy has built some positive momentunacent quarters, with preliminary estimatestford quarter U.¢
real gross domestic product (“GDRjjowth of 3.5%, which follows an increase of 4.6%QDP during the second quarter of 2014, a m
rebound from the 2.1% decline in GDP in the firgader of 2014. Due to a somewhat weaker mean- outlook for consumer spending
September 2014, U.S. Federal Reserve (“Federalri®Reg¥@olicymakers revised downward their June 2014 GBfRvth projections for 201
with the central tendency projections for GDP giowanging from 2.0% to 2.2% for 2014 (down from 21to 2.3% in June 2014 and fr
2.8% to 3.0% in March 2014), while also modestlyising downward their GDP growth projections forl80to 2.6% to 2.9% (down frc
3.0% to 3.2% in June and March 2014).

Meanwhile, a number of other economic indicatorsirduthe third quarter of 2014 displayed mixed sigm the health of tl
economic recovery. According to the U.S. Departnadritabor, the U.S. unemployment rate at the en8eagtember 2014 declined to 5.!
down from an unemployment rate of 6.1% as of theé @nhJune 2014, while total nonfarm payroll empl@nnposted an estimated avel
monthly increase of approximately 224,000 jobs myithe third quarter of 2014, down from an averagmthly increase of approximat
272,000 jobs during the second quarter of 2014 shllitsignificantly improved from the average miiytincrease of 194,000 jobs during
year ended December 31, 2013. The Conference 's Consumer Confidence Index for October also suggbsit the outlook for ti
economy may be improving as well, with the indelraending by 5.5 points to 94.5, which follows aldexin September of 3.4 points. 1
decline in September broke a string of four straigbnths of increases for the index.

Federal Reserve and Monetary Polic8ince commencing reductions in its purchasesut@e3” of (i) longerterm U.S. Treasu
securities and (ii) Agency RMBS, the Federal Resenaintained a measured pace for reducing purcheskes its asset purchase prograrr
expected, On October 29, 2014, the Federal Resemeunced that it was concluding its asset purshasder QE3 at the end October 2
while maintaining its existing policy of reinvesgirprincipal payments from its holdings of londerm U.S. Treasury securities and Age
RMBS in Agency RMBS and of rolling over maturinge@isury securities at auction.

In October 2014, the Federal Reserve maintaineidtiést to keep the target range for the fedematifurate between 0% and 0.2
and indicated that in determining how long to maimtthe current target range, the Federal Reseilveassess progress, both realized
expected, towards its objectives of maximum empleynand 2% inflation.

Single-Family Homes and Residential Mortgage Markée residential real estate market has continuetkt®lerate in the fir
eight months of 2014, as evidenced by the 0.2% iristhe S&P/Cas&hiller index of home prices in 20 major cities Amgust 2014 (e
compared to July 2014), down from a 0.6% increastuly 2014 (as compared to June 2014) and a In2késse in March 2014 (as comp:
to February 2014). Over the last year (August 20dr$us August 2013), prices have risen 5.6%, coedpaith a 13.2% yeawver year gain |
January 2014. In addition, according to data predidy the U.S. Department of Commerce, privatetyned housing starts for single fan
homes averaged a seasonally adjusted annual r&2¥&00 during the third quarter of 2014, as cawgbdo 618,700 during the second qui
of 2014, 605,300 during the first quarter of 20h4 £17,600 in the year ended December 31, 2013axlect the singléamily residential re:
estate market to continue to improve modestly &rikar term, but believe that the run up in honieeprover the past couple of years,
hesitancy of firstime home buyers to enter the market and the ceadirdifficulty that many borrowers face in trying dbtain mortgac
financing will contribute to slowing housing gaif@ single family homes over the balance of 2014 anto 2015. These conditions hi
resulted in significantly fewer mortgage originaitsp and we expect this trend will continue in teamterm.

Multi-family Housing.Apartments and other residential rental propertezsain one of the better performing segments o
commercial real estate market. According to dateiged by the U.S. Department of Commerce, startsaltifamily homes containing fix
units or more averaged a seasonally adjusted anatgabf 370,000 during the third quarter of 204gl,compared to 351,300 during the se:
quarter of 2014, 305,300 during the first quarteP@14 and 293,700 in the year ended December Rll3.2Moreover, vacancy trends in
multi-family sector appear to be stable. Accordiaghe Multifamily Vacancy Index (“MVI")which is produced by the National Associatio
Home Builders and surveys the multifamily housindustry’s perception of vacancies, the MVI increased oriatgo 38 during the seco
quarter of 2014, which is roughly the same levelsted since late 2013. Strength in the mialtiily housing sector has contributed to value
improvements for multi-family properties and, inrrtumany of the multi-family CMBS that we own. Wegpect the multfamily sector t
continue to be a strong performer in the near @kan the current favorable conditions for multiFity housing in the U.S.
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Credit SpreadsCredit spreads in the residential and commerciaketa have generally continued to tighten furtharirdy the thir
quarter of 2014, continuing a trend exhibited duransignificant part of 2012, 2013 and the firsif lod 2014. Typically when credit spree
widen, credit-sensitive assets such as CLOs, rfartlity CMBS, distressed residential loans, as wasllAgency 10s, are negatively impac
while tightening credit spreads typically have aifiee impact on the value of such assets.

Comparable to conditions experienced in the firalf fof 2014, asset gathering in the third quartér2614 continues to |
challenging. In our view, further tightening of diespreads has largely resulted from the continpecsuit of credit sensitive assets t
significant amount of investable capital, therellgcmg upward pressure on the pricing of the creditsitive assets that we currently ta
Although this trend has had a positive impact om ¥hlue of many of the credit sensitive assetsuinexisting portfolio, which in turn h
helped to move our book value per common sharechigbain this quarter, it has resulted in a mosdlehging current return environment
new investment in these asset classes, particlarlgew multifamily CMBS product and distressed residential fodBiven this challengit
current return environment, we expect to remairaale and opportunistic as we source new credisisee product over the next couple
quarters, but remain focused in the near term totating greater capital to credit sensitive asslets rely on asset selection rather -
leverage to generate our targeted returns.

Financing markets and liquidityDuring the third quarter of 2014, the closing yialflithe tenyear U.S. Treasury Note trac
between 2.34% and 2.65%, settling at 2.52% at 8dpe 30, 2014, as compared to 2.53% and 3.03%nat3, 2014 and December 31, 2!
respectively. Subsequent to September 30, 2014ahe market experienced a significant amount ¢dtitity, with yields on the teryear U.S
Treasury Note falling below 2.00% at one point. k&hile shortterm interest rates have held steady for the madtduring the first half «
2014. The 30-day London Interbank Offered Rate BQR”) was 0.15% at September 30, 2014, which is effegtimechanged from Decemt
31, 2013.

Developments at Fannie Mae and Freddie M&ayments on the Agency ARMs and fixede Agency RMBS in which we invt
are guaranteed by Fannie Mae and Freddie Mac.ditiad, although not guaranteed by Freddie Macpatur multifamily CMBS has bee
issued by securitization vehicles sponsored by dteetMac. As broadly publicized, Fannie Mae and BredMac are presently under fed:
conservatorship as the U.S. Government continuesdtuate the future of these entities and what tled U.S. Government should continu
play in the housing markets in the future. Sincedpglaced under federal conservatorship, there lien a number of proposals introdu
both from industry groups and by the U.S. Congresdating to changing the role of the U.S. governtie the mortgage market and reforr
or eliminating Fannie Mae and Freddie Mac. It remainclear how the U.S. Congress will move forn@ardsSE reform at this time and w
impact, if any, GSE reform will have on mortgagelR&

Significant Estimates and Critical Accounting Polidges

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

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

Interest income on our credit sensitive securitiegh as our noAgency RMBS and certain of our CMBS that were pasgu at
discount to par value, is recognized based on &eergy’s effective interest rate. The effective interegeron these securities is base:
management’s estimate from each security of thgegied cash flows, which are estimated based orCtimapanys assumptions related
fluctuations in interest rates, prepayment speedstlae timing and amount of credit losses. On astl@ quarterly basis, the Company rev
and, if appropriate, makes adjustments to its €iashprojections based on input and analysis resgifrom external sources, internal moc
and its judgment about interest rates, prepaynaesy the timing and amount of credit losses, ahdrdactors. Changes in cash flows f
those originally projected, or from those estimaétdthe last evaluation, may result in a prospectihange in the yield/interest incc
recognized on these securities.
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Based on the projected cash flows from the Compsafingt loss principal only CMBS purchased at adist to par value, a portion
the purchase discount is designated as non-actgtaithase discount or credit reserve, which gliytimitigates the Company'risk of loss o
the mortgages collateralizing such CMBS, and isexpiected to be accreted into interest income.afheunt designated as a credit reserve
be adjusted over time, based on the actual perfizenaf the security, its underlying collateral,uattand projected cash flow from si
collateral, economic conditions and other facttrshe performance of a security with a credit reseis more favorable than forecaste
portion of the amount designated as credit reserag be accreted into interest income over time v@rsely, if the performance of a secu
with a credit reserve is less favorable than fastedy the amount designated as credit reserve magcbeased, or impairment charges
write-downs of such securities to a new cost besigd result.

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

Fair value — The Company has established and documented prscfssdetermining fair values. Fair value is basgdn quote
market prices, where available. If listed priceésqaotes are not available, then fair value is Baggon internally developed models -
primarily use inputs that are market-based or iedéepntlysourced market parameters, including interestyigie curves. Such inputs to 1
valuation methodology are unobservable and sigmifi¢o the fair value measurement. The Company’8SN0Os, CMBS POs, mulfamily
loans held in securitization trusts and multi-fan@DOs are considered to be the most significaitsdhir value estimates.

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

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

Variable Interest Entities- An entity that lacks one or more of the charactiessof a voting interest entity. A VIE is defined al
entity in which equity investors do not have tharetteristics of a controlling financial interestdm not have sufficient equity at risk for
entity to finance its activities without additiorslibordinated financial support from other parti#®e Company consolidates a VIE when
the primary beneficiary of such VIE. As primary kéniary, it has both the power to direct the atitté that most significantly impact t
economic performance of the VIE and a right to ineedenefits or absorb losses of the entity thatldde potentially significant to the VI
The Company is required to reconsider its evalnadiowhether to consolidate a VIE each reportingqeke based upon changes in the facts
circumstances pertaining to the VIE.

Loan Consolidation Reporting Requirement for Certadlulti-Family K-Series SecuritizationsAs of September 30, 2014 ¢
December 31, 2013, we owned 100% of the first lmaache of securities of the “Consolidated K-Sériekhe Consolidated KSerie:
collectively represents six separate Freddie Manspred multi-family loan KSeries securitizations, of which we, or one of special purpos
entities, or SPEs, own the first loss PO securéias certain 10 securities. We determined thatibesolidated KSeries were VIEs and that
are the primary beneficiary of the Consolidated &i&s. As a result, we are required to consolidla¢e Consolidated K-Seriesinderlying
multi-family loans including their liabilities, income dexpenses in our consolidated financial statem#&viéshave elected the fair value op
on the assets and liabilities held within the Cdidated K-Series, which requires that changes in valuatiorthé assets and liabilities of
Consolidated K-Series will be reflected in our alitkated statement of operations.

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

Acquired Distressed Residential Mortgage Loamscquired distressed residential mortgage loans e evidence of deteriora
credit quality at acquisition are accounted for endSC Subtopic 310-30. Under ASC 330; the acquired loans may be accounte:
individually or aggregated and accounted for asal f loans if the loans being aggregated havensomrisk characteristics. A pool
accounted for as a single asset with a single ceitgptterest rate and an aggregate expectati@asif flows. Once a pool is assembled,
treated as if it was one loan for purposes of dpplthe accounting guidance.

48




Under ASC 31®0, the excess of cash flows expected to be celleover the carrying amount of the loans, refeteds th
“accretable yield,"is accreted into interest income over the life lné toans in each pool or individually using a ley&ld methodolog)
Accordingly, our acquired distressed residentialtgae loans accounted for under ASC 30D0are not subject to classification as nonac
classification in the same manner as our residemitatgage loans that were not distressed whenimjby us. Rather, interest income
acquired distressed residential mortgage loanseeta the accretable yield recognized at the fe@l or on an individual loan basis, and
to contractual interest payments received at the level. The difference between contractually ieglprincipal and interest payments anc
cash flows expected to be collected, referred tthas'non-accretable differencdyicludes estimates of both the impact of prepayment
expected credit losses over the life of the indialdoan, or the pool (for loans grouped into alpoo

The Company monitors actual cash collections ag#@Bexpectations, and revised cash flow expemtatare prepared as necessal
decrease in expected cash flows in subsequentsamiay indicate that the loan pool or individuarpas applicable, is impaired thus requi
the establishment of an allowance for loan losgea bharge to the provision for loan losses. Amdase in expected cash flows in subsec
periods initially reduces any previously establélaiowance for loan losses by the increase inptiesent value of cash flows expected t
collected, and results in a recalculation of the@am of accretable yield for the loan pool. Theuatthent of accretable yield due to an incr
in expected cash flows is accounted for prospelgtiae a change in estimate. The additional casksflexpected to be collected are reclass
from the nonaccretable difference to the accretable yield,tarcamount of periodic accretion is adjusted adogid over the remaining life -
the loans in the pool or individual loan, as adie.

Recent Accounting Pronouncements

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

The following tables set forth our allocated cdpita investment type at September 30, 2014 and iBbee 31, 2013, respectivi
(dollar amounts in thousands):

At September 30, 2014:
Distressed Residentia

Agency Agency Multi- Residentia  Securitizec
RMBS (1) I0s Family ) Loans Loans ) Other (4) Total
Carrying value $ 678,61 $ 130,52 $ 419,81 $ 264,19' $ 15290. $ 41,407 $1,687,45.
Liabilities:
Callable® (545,879) (82,009 — — — — (627,88)
Non-callable — — (83,40) (154,019 (148,299 (45,000 (430,71)
Hedges (Net{®) 4,21¢ 9,907 — — — — 14,12
Cash 11,47¢ 46,73: 1,15¢ — — 15,87: 75,23¢
Other 2,104 2,48: (4,110 12,09¢ 1,171 (23,59) (9,849
Net capital allocate $ 150,53 $ 107,64 $ 33345¢ $ 122,28. $ 577¢ $ (11,31) $ 708,37

) Includes both Agency ARMs and Agency fixed raidBS.
@ The Company determined it is the primary benefic@rthe Consolidated K-Series and has consolidtditedConsolidated K-Series into
the Compan’s financial statements. A reconciliation to oumficial statements as of September 30, 2014 foll

Multi-family loans held in securitization trusts,fair value $ 8,303,16!
Multi-family CDOs, at fair value (8,005,01)
Net carrying value 298,15¢
Investment securities available for sale, at falue held in securitization trusts 38,37¢
Investment securities available for sale, at falue CMBS 45,95!
Total CMBS, at fair value 382,48t
First mortgage loan, mezzanine loan and prefergetyeinvestments 37,32t
Securitized debt (83,40))
Cash and other (2,959
Net Capital in Mult-family $ 333,45t

® Represents our residential mortgage loans helddargization trusts.

Q) Other includes CLOs having a carrying value 85.% million, non-Agency RMBS and loans held fovéstment. Other nooallable
liabilities include $45 million in subordinated detiures.

®) Includes repurchase agreements.

(6)  Includes derivative assets, derivative liatgkti payable for securities purchased and restrizshl posted as margin.
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At December 31, 2013:

Distressed Residentia

Agency Agency Multi- Residentia Securitizec
RMBS () I0s Family ) Loans Loans (3 Other (4) Total
Carrying value $ 74526 $ 131,60¢ $ 360,43( $ 26539 $ 163,23 $ 39,82 $1,705,75!
Liabilities:
Callable®) (687,92) (94,699 — — — (8,500 (791,12)
Non-callable — —  (135,09)  (169,87)  (158,41() (45,000 (508,379
Hedges (Net{®) 3,47¢ 11,25¢ — — — — 14,73(
Cash — 30,44: — — — 31,79¢ 62,23¢
Other 1,91¢ 1,861 1,21¢ 7,97¢ 1,74% (17,279 (2,560
Net capital allocate $ 62,728 $ 80,46¢ $ 226,555! $ 103,49: $ 6,57 $ 84¢ $ 480,66t

) Includes both Agency ARMs and Agency fixed raidBS.
@ The Company determined it is the primary benefic@rthe Consolidated K-Series and has consolidtditedConsolidated K-Series into
the Compan’s financial statements. A reconciliation to oumficial statements as of December 31, 2013 foll

Multi-family loans held in securitization trustg,fair value $ 8,111,02
Multi-family CDOs, at fair value (7,871,02)
Net carrying value 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 prefemedtyeinvestments 27,85(
Securitized debt (135,09
Other 1,21¢
Net Capital in Mult-family $ 226,55!

® Represents our residential mortgage loans helddargization trusts.

Q) Other includes CLOs having a carrying value 88.2 million, nonAgency RMBS and loans held for investment. Othdlabke
liabilities include an $8.5 million repurchase agrent on our CLO securities and other mafiable liabilities consist of $45.0 milli
in subordinated debentures.

®) Includes repurchase agreements.

(6)  Includes derivative assets, derivative lialgkti payable for securities purchased and restrizskl posted as margin.
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Results of Operations
Comparison of the Three and Nine Months Ended Septeber 30, 2014 to the Three and Nine Months Ended Bember 30, 2013

For the three and nine months ended September(3@, 2ve reported net income attributable to commsimekholders of $38
million and $89.9 million, respectively, as comghte net income attributable to common stockholdg#r$16.9 million and $43.6 millio
respectively, for the same periods in 2013. Thenresamponents of the change in net income for treetind nine months ended Septembe
2014, as compared to the same periods in 2013etadati in the following table (dollar amounts irotisands, except per share data):

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2014 2013 $ Change 2014 2013 $ Change
Net interest incom $ 19,32( $ 15,207 $ 4,117 $ 59,02¢ $ 42,090 $ 16,93¢
Total other income $ 33,11¢ $ 8,47: $ 24,64t $ 66,60: $ 17,76¢ $ 48,83t
Total general, administrative and othi
expenses $ 11,61: $ 508: $ 6,531 $ 26,74¢ $ 13,66( $ 13,08¢
Income from operations before incon
taxes $ 40,82F % 18,597 $ 22,22¢ $ 98,88: $ 46,19¢ $ 52,68
Income tax expense $ 1,10 $ 211 % 88¢ $ 4,66¢ $ 531 $ 4,137
Net income $ 39,72t 3 18,38¢ $ 21,33¢ $ 94,21 $ 45,66¢ $ 48,54’
Preferred stock dividends $ (1,459 $ (1,459 $ — 3 (4,359 $ (2,115 $ (2,244
Net income attributable to comm:
stockholders $ 38,27: $ 16,93 $ 21,33¢ $ 89,85¢ $ 4355! % 46,30
Basic income per common share $ 04z $ 027 $ 0.1t $ 1.0e $ 0.7¢ $ 0.3(
Diluted income per common share  $ 04z $ 027 $ 0.1t % 1.0e $ 0.7¢ $ 0.3(

Net I nterest Income

The increase in net interest income for the thme@ @ine months ended September 30, 2014 as compartbe correspondit
periods in the prior year is primarily attributatite two factors: 1) a greater investment allocatorcredit sensitive assets in 2014 perioc
compared to prior year periods and 2) an increasei interest spread in the 2014 periods as cardparthe prior year periods. Beginning
2013, the Company increasingly allocated both nad rinvested capital to credit sensitive, highieldyng investments and allocated |
capital to its Agency RMBS portfolio, which is lowgielding. As of September 30, 2014, investmentsnulti-family CMBS, other multi-
family investments and distressed residential ldanseased to $684.0 million as compared to $564illion as of September 30, 2018el
interest spread in the third quarter of 2014 dedifrom levels recorded in our two prior quarterhis decline in net interest spreac
compared to the two immediately prior quarters pramarily driven by an uptick in the constant prepent rate (“CPR”for our Agency MB!
portfolio. See “Quarterly Comparative Net Inter8pread” and “Prepayment History” section below.

Other Income

Total other income increased by $24.6 million amtB.8 million for the three and nine months endegt&aber 30, 201
respectively as compared to the same periods i8.201e increases were primarily driven by:

e Anincrease in realized gain on investment seasitind related hedges of $13.7 million and $28IlBomifor the three and ni
months ended September 30, 2014, respectivelypmpared to the same periods in 2013. The Compaldyassingle multi
family CMBS security in the third quarter of 20Xésulting in a realized gain amounting to $16.9iamilfor the three and ni
months ended September 30, 2014. This realized wa partially offset by $3.4 million of loss ontieguishment of del
related to the early termination of a multi-famigcourse financing that was collateralized by demdé our multifamily CMBS,
including the security we sold in the third quaéf014 .

In addition realized gains from the Company's Ageli@ portfolio declined by $2.8 million for the #e& months end

September 30, 2014 and increased by $12.3 milliortHfe nine months ended September 30, 2014, aparenh to the sar
periods in 2013
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e Adecrease in unrealized loss on investment seesidind related hedges of $0.5 million for the éhmonths ended Septem
30, 2014 and an increase in unrealized loss orsimant securities and related hedges of $7.1 miftio the nine months enc
September 30, 2014, as compared to the same p@ni@d43, which were primarily related to our Aggn®© strategy.

e An increase in realized gains on distressed resalamortgage loans of $0.3 million and $8.4 mitlifor the three and ni
months ended September 30, 2014, respectivelyorapared to the same periods in 2013. The realiagtsdare derived fro
loan refinancings, workouts and resales, with tlggonity of the realized income on these assetsduttie nine month peri
attributable to loan resales during the first geradf 2014.

e An increase in net unrealized gains on mialtiily loans and debt held in securitization trusft$11.8 million and $20.7 millic
for the three and nine months ended September B4, Zespectively, as compared to the same period®13, which i
primarily due to improved pricing on our mufeimily CMBS investments that has been driven, imt,pay greater mark
demand for this product; and

e An increase in other income of $1.3 million andSbillion for the three and nine months ended Septr 30, 201:
respectively, as compared to the same periodsi8,20hich is primarily a function of an increaserniaome related to our 2C
membership interest in RiverBanc.

Comparative Expenses (dollar amounts in thousands)

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

General, Administrative and Other

Expenses 2014 201 3 $ Change 2014 201 3 $ Change
Salaries, benefits and directors’

compensation $ 1,242 3 80t $ 43¢ % 3,43t $ 1,89t $ 1,54:
Professional fees 547 70¢ (162) 2,06¢ 1,94 122
Base management and incentive fee 7,752 2,21% 5,53¢ 15,39¢ 5,45k 9,941
Expenses on distressed residential

mortgage loans 1,491 1,051 44C 3,92( 2,53 1,38
Other 57¢ 304 27¢ 1,931 1,83¢ 96

Total $ 11,61 $ 508: $ 6,531 $ 26,74¢ % 13,66( $ 13,08¢

The increase in salaries, benefits and directmogipensation in 2014 periods, is due, in part,ntdnarease in the number of pec
employed by the Company in 2014, as a result oféhiaternalization of the Company’s accountingdftion .

The increase in base management and incentivéde#dse three months ended September 30, 2014rapared to the same perioc
2013 is primarily due to incentive fees earned byeMBanc from the sale of the muftimily CMBS security during the third quarter ofl2
The increase in base management and incentivefdedise nine months ended September 30, 2014, mpa@d to the same period in 2(
was driven by (i) the increase in assets managedubyexternal managers, and the performance oasisets they manage for us during
period, which resulted in incentive fees earned @hdhe incentive earned by RiverBanc from théesaf the multifamily CMBS security i
September 2014.

The increase in expenses related to distressedergil mortgage loans is due to the increase inmuestment in this asset clas:
compared to the same period in 2013. The distreessidential mortgage loan strategy typically hakigher cost, as loan servicing i
resolution processing on distressed loans is mpeeationally intensive than performing loans.

Income Tax Expense
The increase in income tax expense for the threename months ended September 30, 2@i&s primarily due to the increase

realized gains resulting from loan sales in outrdssed loan portfolio, as gain on sale from loetivily is transacted in a taxable RE
subsidiary for REIT compliance purposes and acegiyliis subject to local, state and federal taxes.
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Quarterly Comparative Net I nterest Spread

Our results of operations for our investment pdidfoluring a given period typically reflect the riaterest income earned on
investment portfolio of RMBS, CMBS (including CMB®Id in securitization trusts), residential se¢zed loans, distressed residential Ic
including, distressed residential loans held inugéezation trusts, loans held for investment, Isdreld for sale and CLOs (collectively,
“Interest Earning Assets”Y.he net interest spread is impacted by factors asabur cost of financing, the interest rate thatiovestments be
and our interest rate hedging strategies. Furthexjmtbe amount of premium or discount paid on paseld portfolio investments and
prepayment rates on portfolio investments will icipne net interest spread as such factors withinertized over the expected term of ¢
investments. Realized and unrealized gains andgdoea TBAs, Eurodollar and Treasury futures ancerotterivatives associated with
Agency 10 investments, which do not utilize hedgeaanting for financial reporting purposes, arduded in other income (expense) in
statement of operations, and therefore, not reftet the data set forth below.

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

Weighted
Average Average
Interest Yield
Earning Assets on Interest
($ millions) @) Earnin% Assets Cost of Net Interest
Quarter Ended ? (©) Funds @ Spread )
September 30, 2014 $ 1,609.¢ 6.37% 2.05% 4.28%
June 30, 2014 $ 1,625.( 6.6(% 2.0(% 4.6(%
March 31, 2014 $ 1,632.: 6.4(% 2.01% 4.3%
December 31, 2013 $ 1,644.° 5.9% 1.8<% 4.1(%
September 30, 2013 $ 1,586.¢ 5.21% 1.62% 3.5¢%
June 30, 2013 $ 1,524.: 4.8% 1.41% 3.4t%
March 31, 2013 $ 1,446.: 4.8€% 1.38% 3.4e%
December 31, 2012 $ 1,350.: 4.4€% 1.12% 3.3%

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

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

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

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

(®) Net Interest Spread is the difference between ogigitted Average Yield on Interest Earning Assetbaur Cost of Fund:
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Prepayment Experience

The following table sets forth the actual constprégpayment rates (“CPRTpr selected asset classes, by quarter, for thiogs
indicated:

Weighted
Average
Agency Agency Agency Non-Agency Residential for Overall
Quarter Ended ARMs Fixed Rate I0s RMBS Securitizations Portfolio
September 30, 2014 20.5% 9.2% 15.2% 18.7% 5.4% 13.1%
June 30, 2014 9.¢% 6.7% 12.7% 10.5% 7.C% 10.1%
March 31, 2014 8.8% 5.2% 11.5% 9.7% 7.5% 8.8%
December 31, 2013 6.7% 5.3% 13.52% 16.8% 12.6% 10.(%
September 30, 2013 16.8% 8.5% 20.4% 23.% 12.% 15.2%
June 30, 2013 22.2% 6.4% 21.%% 18.2% 6.5% 15.4%
March 31, 2013 20.8% 3.8% 21.€% 15.% 10.2% 12.9%
December 31, 2012 14.5% 1.% 21.8% 16.2% 11.6% 12.5%

When prepayment expectations over the remainirgdifassets increase, we have to amortize premav@sa shorter time peri
resulting in a reduced yield to maturity on ourdsiment assets. Conversely, if prepayment expeotatlecrease, the premium woulc
amortized over a longer period resulting in a higheld to maturity. In addition, the market valuesd cash flows from our Agency 10s cal
adversely affected during periods of elevated prejats. We monitor our prepayment experience onoathly basis and adjust 1
amortization rate to reflect current market coiahs.

As a result of the significant increase in lalegm treasury rates and mortgage rates during tlagtey ended September 30, 2!

mortgage originations related to refinancing desedaresulting in lower prepayment speeds for ntdrour Agency RMBS in the latter part
2013 and early 2014. Prepayment speeds increased) dioe third quarter of 2014 in conjunction witte decline of longer-term treasury rates

Portfolio Asset Yields for the Quarter Ended September 30, 2014

The following table summarizes the Compangignificant assets at and for the quarter endsguteghber 30, 2014, classified
relevant categories (dollar amount in thousands):

Carrying
Value Coupon (1) Yield (1) CPR (@)
Agency Fixed Rate RMBS $ 490,49: 2.94% 1.8(% 9.2%
Multi-family Investmentg2) $  400,49( 0.14% 12.5(% N/A
Distressed Residential Loaf$ $ 262,98( 5.4&% 8.1&¢% N/A
Agency ARMs $ 188,12: 2.8% 1.74% 20.5%
Residential Securitized Loans $ 152,90: 2.42% 2.42% 5.4%
Agency I0s $ 130,52! 5.6(% 11.1(% 15.2%
CLOs $ 35,12 4.2(% 41.2% N/A

@ Coupons, yields and CPRs are based on third quzbiet daily average balances. Yields are calculateaimortized cost basis.

@ Includes CMBS and mezzanine loans to and prefexgrity investments in owners of muléimily properties accounted for as lo
held for investment. Mezzanine loans and prefeequity investments amounting to approximately $Xfifion that are accounted |
using the equity method of accounting are not idetu CMBS carrying value, coupons and yield catouhs are based on 1
underlying CMBS that are actually owned by the Campand do not include the other consolidated aszetl liabilities of th
Consolidated K-Series not owned by the Company.

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

Financial Condition

As of September 30, 2014, we had approximately I$bdlion of total assets, as compared to approsahga$9.9 billion of tote
assets as of December 31, 2013. A significant @ortf our assets represents the assets comprissn@ansolidated KSeries, which w
consolidate under the accounting rules. See "Laams@idation Reporting Requirement for Certain MBlmily K-Series Securitizations."
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Balance Sheet Analysis

Investment Securities Available for Sale. At September 30, 2014, our securities portfalidudes Agency RMBS, including Ager
fixed-rate and ARM pass-through certificates, Agel@s, nonAgency RMBS, CMBS and CLOs, which are classifiednagstment securiti
available for sale. At September 30, 2014, we ladhwestment securities in a single issuer or giiiat had an aggregate book value in e»
of 10% of our total assets. The decrease in cagryalue of investment securities available for seeof September 30, 2014 as compar:
December 31, 2013 is primarily a result of printipaydowns, partially offset by the transfer of thalti-family CMBS previously held in
securitization trust back to the Company.

The following tables set forth the balances of iovestment securities available for sale by vintége, by issue year) as of Septen
30, 2014 and December 31, 2013, respectively (daftzounts in thousands):

September 30, 2014 December 31, 2013
Carrying Carrying
Par Value Value Par Value Value
Agency RMBS
ARMs
Prior to 2011 $ 19,91¢ $ 21,05¢ $ 24500 $ 25,81t
2011 21,01 22,14¢ 25,79¢ 27,24:
2012 140,95: 144,91! 153,86. 156,26:
Total ARMs 181,88( 188,12: 204,15t 209,32.
Fixed
2011 2,08t 2,14¢ 3,02¢ 3,08t
2012 474,86 488,34! 526,46! 532,85!
Total Fixed 476,94t 490,49: 529,49: 535,94,
10
Prior to 2011 217,25! 31,15( 247,73¢ 34,79:
2011 139,45! 22,73¢ 160,85¢ 26,35(
2012 291,98t 51,11: 293,32! 52,38¢
2013 129,40: 23,36 100,65t 18,07¢
2014 17,18: 2,16¢ — —
Total I0s 795,27¢ 130,52! 802,57. 131,60!
Total Agency RMBS 1,454,10. 809,13 1,536,22. 876,87:
Non Agency RMBS
2006 2,64¢ 2,04( 3,001 2,361
CMBS
2012 1,046,73! 45,95 — —
CLOs
2007 35,55( 35,12; 35,55( 33,20¢
Total $ 253904 $ 892,25. $ 157477 $ 912,44.
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Investment Securities Available for Sale Held in Securitization Trusts. At September 30, 2014, our securities portfaticude:
multi-family CMBS classified as investment secastiavailable for sale held in securitization trustsich are multifamily CMBS transferre
to consolidated VIEs that have been securitized lmeneficial interests. The decrease in investnsecurities available for sale held
securitization trusts as of September 30, 2014oagpared to December 31, 2013 is primarily due toghle of a multfamily CMBS in the
third quarter of 2014 and the transfer back to @wmpany of multifamily CMBS held in a securitization trustin cowtien with ou
termination of a CMBS master repurchase agreemEme. Company received total proceeds of approxima$dl.4 million realizin
approximately $16.5 million of net gains from thaesof the multfamily CMBS, for the three and nine months endept&aber 31, 2014. T
following table sets forth the balances of our stweent securities available for sale held in séization trusts by vintage (i.e., by issue yea
of September 30, 2014 and December 31, 2013 (datfeunts in thousands):

September 30, 2014 December 31, 2013
Carrying Carrying
Par Value Value Par Value Value
CMBS:
2011 $ 892,33! $ 38,37¢ $ 900,13° $ 29,28¢
2012 — — 1,101,54! 63,28¢
Total $ 892,33! $ 38,37¢ $ 2,001,68 $ 92,57¢

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

At September 30, 2014, residential mortgage lo&fd in securitization trusts totaled approximat®lyp2.9 million. The Company’
net investment in the residential securitizatiarsts, which is the maximum amount of the Compangvestment that is at risk to loss
represents the difference between the carrying amofu(i) the ARM mortgage loans and real estateedvheld in residential securitizat
trusts and (ii) the amount of Residential CDOs tauding, was $5.8 million. Of the residential magg loans held in securitized trusts, 1
are traditional ARMs or hybrid ARMs, 83.6% of whiahe ARM loans that are interest only. With resgedhe hybrid ARMs included in the
securitizations, interest rate reset periods wesdgminately five years or less and the inteogsy- period is typically 9 years, which mitiga
the “payment shock” at the time of interest rateteNone of the residential mortgage loans he&kauritization trusts are pay optigiRMs ol
ARMSs with negative amortization.

The following table details our residential mortgdgans held in securitization trusts at Septer80e2014 and December 31, 2(
respectively (dollar amounts in thousands):

Unpaid
Number of Loans Principal Carrying Value
September 30, 2014 396 $ 155,27: $ 152,90:
December 31, 2013 422 $ 165,17. $ 163,23

Characteristics of Our Residential Mortgage LoaredHin Securitization Trusts:

The following table sets forth the composition af cesidential mortgage loans held in securitizatroists as of September 30, 2
and December 31, 2013 respectively (dollar amoinrttsousands):

September 30, 2014 December 31, 2013
Average High Low Average High Low

General Loan Characteristics:

Original Loan Balance $ 442 2,95( 48 $ 43¢ $ 2,95 $ 48
Current Coupon Rate 2.7%% 7.25% 1.2t% 2.71% 7.25% 1.25%
Gross Margin 2.3™% 4.12% 1.12% 2.3™% 4.1%% 1.1%
Lifetime Cap 11.3% 13.2%% 9.3&% 11.32% 13.2%% 9.15%
Original Term (Months) 36C 36C 36C 36C 36C 36C
Remaining Term (Months) 24¢ 25E 214 25¢€ 264 22¢
Average Months to Reset 3 11 1 3 11 1
Original FICO Score 72€ 81¢ 593 727 81¢ 592
Original LTV 70.12% 95.0(% 13.9% 70.21% 95.0(% 13.9%%
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The following tables detail the activity for thesidential mortgage loans held in securitizatiostsynet) for the nine months ended
September 30, 2014 and 2013, respectively (datteouats in thousands):

Allowance
for Loan Net Carrying
Principal Premium Losses Value

Ba lance, January 1, 2014 $ 165,17: $ 1,05 $ (2,989 $ 163,23
Principal repayments (10,48 — — (10,489
Provision for loan loss — — (654) (659
Transfer to real estate owned (530) — 28¢ (247)
Charge-Offs 1,11z — — 1,112
Amortization of premium — (69) — (69)
Balance, September 30, 2014 $ 155,27. $ 984 $ (3,359 $ 152,90:

Allowance

for Loan Net Carrying

Principal Premium Losses Value

Ba lance, January 1, 2013 $ 189,00¢ $ 1,19¢ $ (2,979 $ 187,22
Principal repayments (15,74 — — (15,74)
Provision for loan loss — — (56¢€) (56¢)
Transfer to real estate owned (88¢9) — 26¢ (621)
Charge-Offs — — 10¢ 10¢
Amortization of premium — (101) — (107)
Balance, September 30, 2013 $ 172,37¢  $ 1,097 $ (3,169 $ 170,30t

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

At September 30, 2014 and December 31, 2013, disttkresidential mortgage loans held in secuiibzatusts had a carryil
value of $247.2 million and $254.7 million, respeely. The Companys net investment in the securitization trusts, Whi the maximui
amount of the Company’investment that is at risk to loss and represtrgsdifference between the carrying amount of it assets a
liabilities associated with the distressed residémnnortgage loans held in securitization trustgsw$106.5 million and $93.9 million
September 30, 2014 and December 31, 2013, reselgctiv

At September 30, 2014 and December 31, 2013, déstceresidential mortgage loans included in rebéégaand other ass
account in the accompanying condensed consolidetizshce sheets had a carrying value of $15.8 mitlied $9.7 million, respectively.

The following table details our portfolio of disssed residential mortgage loans, including thoséredised residential mortgi
loans held in securitization trusts, at SeptemBe2814 and December 31, 2013, respectively (dall@ounts in thousands):

Number of
Loans Unpaid principal Carrying Value
September 30, 2014 2,546 $ 328,78" $ 262,98
December 31, 2013 2,580 $ 339,57t $ 264,43:
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Characteristics of Our Distressed Residential Magg Loans, including Distressed Residential Mortghgans Held in Securitization Trusts

Loan to Value at Purchase
50.00%o0r less

50.01%- 60.00%

60.01%- 70.00%

70.01%- 80.00%

80.01%- 90.00%

90.01%- 100.00%
100.01%andover

Total

FICO Scores at Purchase
550 orless

551 to 60C

601 to 65C

651 to 70C

701 to 75C

751 to 80C

801 ancover

Total

Current Coupon
3.00%or less
3.01%- 4.00%
4.01%- 5.00%
5.01%- 6.00%
6.01%andover

Total

Delinquency Status
Current

31-60 days

61— 90 days

90+ days

Total

Origination Year
20050r earlier
2006

2007

2008or later
Total

September 30, December 31,
2014 2013

4.2% 4.3%

4.C% 4.2%

8.C% 7.4%
10.4% 9.8%
15.5% 14.5%
13.2% 12.2%
44.€% 47 .5%
100.(% 100.(%

September 30, December 31,
2014 2013

15.4% 16.4%
22.2% 22.%
23.5% 24.€%
20.6% 18.8%
12.6% 11.7%

4.S% 5.2%

0.8% 0.7%
100.(% 100.(%

September 30,

December 31,

2014 2013

21.(% 17.%

9.9% 9.9%

10.5% 10.1%

12.€% 14.€%

46.0% 47.5%

100.(% 100.(%

September 30, December 31,

2014 2013

87.2% 79.5%

0.€% 12.(%

6.S% 4.1%

5.2% 4.4%

100.(% 100.(%

September 30, December 31,

2014 2013

33.9% 33.%

17.%% 15.€%

41.8%0 44.(%

6.8% 7.C%

100.(% 100.(%
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Consolidated K-Series . - As of September 30, 2014 and December 31, 2013owreed 100% of the first loss securities of
Consolidated K-Series. The Consolidated K-Seriescmmprised of multi-family mortgage loans heldsir Freddie Mac-sponsored multi-
family K-Series securitizations as of September 30, 2014Daeember 31, 2013, of which we, or one of our SBBs& the first loss securiti
and certain 10s. We determined that the securitimatcomprising the Consolidated$eries were VIEs and that we are the primary beiagy§
of these securitizations. Accordingly, we are regghito consolidate the Consolidated K-Series’ ulydeg multi-family loans and related de
income and expense in our financial statementsh¥ye elected the fair value option on the assetdiahilities held within the Consolidat
K-Series, which requires that changes in valuatioribe assets and liabilities of the Consolid&{e8eries will be reflected in our consolide
statement of operations. As of September 30, 20t4ecember 31, 2013, the Consolidate@éties was comprised of $8.3 billion and !
billion, respectively, in multi-family loans held isecuritization trusts and $8.0 billion and $7ifidm, respectively, in multifamily CDOs
outstanding with a weighted average interest r&td.80%. As a result of the consolidation of then€alidated KSeries, our condens
consolidated statements of operations for the miwaths ended September 30, 2014 included $226/®mih interest income and $20
million in interest expense, respectively. Also, rgeognized a $43.1 million unrealized gain in sketement of operations for the nine mo
ended September 30, 2014 as a result of the failewaccounting method election. We do not have dains to the assets (other than
security represented by our first loss piece) digabions for the liabilities of the ConsolidatedS€ries. Our investment in the Consolidated k
Series is limited to the multi-family CMBS comprisef first loss tranche PO securities and or/cert@ds issued by these Rerie:
securitizations with an aggregate net carrying #alti $298.2 million and $240.0 million as of Sepbem30, 2014 and December 31, 2
respectively.

Multi-Family CMBS Loan Characteristics:

The following table details the loan characteristid the loans that back our multi-family CMBS (inding the Consolidated K-
Series) in our portfolio as of September 30, 20dd @ecember 31, 2013, respectively (dollar amoimtisousands, except as noted):

September 30, December 31,

2014 2013

Current balance of loans $ 11,619,09 $ 12,585,13
Number of loan: 68¢ 742
Weighted average original LTV 69.5% 69.(%
Weighted average underwritten debt service coveraiie 1.4& 1.50x
Current average loan size $ 16,88¢ $ 16,96
Weighted average original loan term (in months) 11¢ 11z
Weighted average current remaining term (in months) 81 85
Weighted average loan rate 4.45% 4.31%
First mortgages 10(% 10(%
Geographic state concentration (greater than 5.0%):

California 13.2% 14.(%

Texas 12.2% 13.71%

New York 7.5% 7.2%

Florida 6.8% 6.5%

Washington 5.4% 5.2%

Financing Arrangements, Portfolio Investments. As of September 30, 2014 and December 31, 2013adeapproximately $627
million and $791.1 million of repurchase borrowirmgstanding, respectively. As of September 8042and December 31, 2013, the cul
weighted average borrowing rate on these finanfaailties was 0.42% and 0.49%, respectively.

As of September 30, 2014 and December 31, 2013hadeno counterparties where the amount at risk iwasxcess of 5%
stockholdersequity. The amount at risk is defined as the falue of securities pledged as collateral to theingase agreement in exces
the repurchase agreement liability.

As of September 30, 2014, the outstanding balamckeruour repurchase agreements was funded at amealvate of 92.2% tt
implies an average haircut of 7.8%. The weightedrage “haircut’related to our repurchase agreement financing twrAgency RMB!
(excluding Agency 10s), Agency 10s and CLOs wasrapimately 5%, 25% and 35%, respectively, for alteteighted average “haircutf
7.8% as of September 30, 2014 and December 31, 2013

60




The following table details the ending balance, rtprly average balance and maximum balance at aogthmend during eac
quarter in 2012, 2013 and 2014 for repurchase awreborrowings outstanding (dollar amounts in gamas):

Quarterly End of Quarter Maximum
Average Balance Balance
Balance at any Month-
Quarter Ended End
September 30, 2014 $ 639,83. $ 627,88. $ 653,18
June 30, 2014 $ 725,76. $ 668,42¢ $ 758,85
March 31, 2014 $ 77454 $ 767,820 $ 784,01¢
December 31, 2013 $ 796,04: $ 791,12¢ $ 800,19:
September 30, 2013 $ 799,34. $ 794,18. $ 810,50t
June 30, 2013 $ 885,94. $ 855,15! $ 924,66
March 31, 2013 $ 879,73. $ 878,82: $ 882,61:
December 31, 2012 $ 878,20 $ 889,13 $ 889,13:
September 30, 2012 $ 446,61( $ 580,17¢ $ 592,97t
June 30, 2012 $ 129,10: $ 138,87: $ 138,87:
March 31, 2012 $ 113,09: $ 118,38" $ 118,38!

Residential Collateralized Debt Obligations. As of September 30, 2014 and December 31, 2013adeResidential CDOs, of $14
million and $158.4 million, respectively. As of Sember 30, 2014 and December 31, 2013, the weightedage interest rate of th
Residential CDOs was 0.54% and 0.55%, respectividig. Residential CDOs are collateralized by ARMnlwavith a principal balance
$155.3 million and $165.2 million at September 2014 and December 31, 2013, respectively. The Coypatained the owner tr
certificates, or residual interest for three sd@aiions, and, as of September 30, 2014 and Deeeih 2013, had a net investment in
residential securitization trusts of $5.8 milliomda$6.6 million, respectively.

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

Distressed
Residential
Multi-family Collateralized Mortgage
CMBS Recourse Loan
Re-securitization Financings Securitizations
Original Face amount of Notes issued by the VIE pumathased by 3rd party
investors $ 35,000 $ 55,85 $ 176,97(
Principal Amount at September 30, 2014 $ 34,28: $ 55,85! $ 154,01:
Principal Amount at December 31, 2013 $ 34,50¢ $ 107,85. $ 169,87:
Carrying Value at September 30, 2014 $ 27,54t  $ 55,85 $ 154,01:
Carrying Value at December 31, 2013 $ 27,24C $ 107,85. $ 169,87:
One-month
LIBOR

Pass-through rate of Notes issued 5.35% plus 5.25% 4.25%- 4.85%

In September 2014, the Company repaid the Compamytstanding notes from its November 2012 coliditerd recourse financi
transaction that involved a CMBS Master RepurchAgeecement with a thregear term. The Company repurchased the notes wn
outstanding principal of $52.0 million in the opmiarket and recognized a loss on extinguishmenebf df $3.4 million.

Refer to Note 7 of our condensed consolidated Gizstatements included in this report for moifeimation on Securitized Debt.
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Subordinated Debentures . As of September 30, 2014, certain of our wholly ednsubsidiaries had trust preferred secu
outstanding of $45.0 million with a weighted averagterest rate of 4.1%. The securities are fullgrgnteed by us with respect to distribut
and amounts payable upon liquidation, redemptiomepayment. These securities are classified asrdunaded debentures in the liabi
section of our condensed consolidated balancesheet

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

In order to reduce our interest rate risk relatedur borrowings, we may utilize various hedgingtinments, such as interest rate <
agreement contracts whereby we receive floating patyments in exchange for fixed rate paymentgctéely converting our short te
repurchase agreement borrowings or Residential ClDGsfixed rate. At September 30, 2014, the Compaad $350.0 million of notion
amount of interest rate swaps outstanding withrarfarket asset value of $1.9 million. At DecemBgr 2013, the Company had $350.0 mil
of notional amount of interest rate swaps outstagalith a fair market asset value of $2.0 millidine interest rate swaps qualify as cash
hedges for financial reporting purposes.

In addition to utilizing interest rate swaps, weymmrchase or sell short U.S. Treasury securitieenter into Eurodollar or oth
futures contracts or options on futures to helpgaie the potential impact of changes in interasts on the performance of our Agency
We may borrow securities to cover short sales &. Ureasury securities under reverse repurchasemgnts. Realized and unrealized ¢
and losses associated with purchases and shost sBld.S. Treasury securities, Eurodollar or oth#ures and swaptions are recogn
through earnings in the condensed consolidatedrstatts of operations.

The Company uses To-Beanounced securities, or TBAs, U.S. Treasury séiegriand U.S. Treasury futures and options to
interest rate risk, as well as spread risk assetiafith its investments in Agency I0s. For example,may utilize TBAs to hedge the inte
rate or yield spread risk inherent in our long AgeRMBS positions associated with our investmemt&dency |0s by taking short position:
TBAs that are similar in character. In a TBA tract&zn, we would agree to purchase or sell, for fieitdelivery, Agency RMBS with certe
principal and interest terms and certain typesrafeulying collateral, but the particular Agency RBIBo be delivered is not identified u
shortly before the TBA settlement date. The Compgpically does not take delivery of TBAs, but rattsettles with its trading counterpar
on a net basis. TBAs are liquid and have quoteketarices and represent the most actively tratiestof RMBS. For TBA contracts that
have entered into, we have not asserted that @lyséttlement is probable. Because we have nogugsid these forward commitme
associated with our Agency 10s as hedging instrumyeralized and unrealized gains and losses adedcwith these TBAs, U.S. Treas
securities and U.S. Treasury futures and optioesesognized through earnings in the condensedbtidated statements of operations.

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

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

In connection with our investment in Agency |10s, utdize several types of derivative instrumenthéalge the overall risk profile
these investments. This hedging technique is dymaminature and requires frequent adjustments, lwaocordingly makes it very difficult
qualify for hedge accounting treatment. Hedge anting treatment requires specific identificationaofisk or group of risks and then requ
that we designate a particular trade to that righ wo minimal ability to adjust over the life dié transaction. Because we and Midway
frequently adjusting these derivative instrumentseisponse to current market conditions, we hateraéned to account for all the derival
instruments related to our Agency IO investmentdaag/atives not designated as hedging instruments.
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Balance Sheet Analysis - Stockholders’ Equity

Stockholders’equity at September 30, 2014 was $708.4 million emotlided $23.7 million of accumulated other conhyamsive
income. The accumulated other comprehensive incoonsisted of $11.2 million in unrealized gains miity related to our CLOs, $2¢
million in net unrealized gains related to our CM8&&1 $2.0 million in unrealized derivative gaintated to cash flow hedges, partially of
by $19.4 million in unrealized losses related to Agency RMBS and non-Agency RMBS. Stockholderguity at December 31, 2013 v
$480.7 million and included $3.1 million of accuratdd other comprehensive income. The accumulatest obmprehensive income consi
of $14.7 million in unrealized gains primarily rid to our CLOs, $18.3 million in net unrealizedngarelated to our CMBS and $2.0 millior
unrealized derivative gains related to cash flowdes, partially offset by $31.9 million in unrealizlosses related to our Agency RMBS
non-Agency RMBS. The increase in stockholdeguity at September 30, 2014, as compared to Deme81h 2013, is primarily due to ¢
issuance of common stock in public offerings wittt proceeds to us of $186.7 million, after dedyrtiffering expenses, during the r
months ended September 30, 2014.

Analysis of Changes in Book Value

The following table analyzes the changes in bodkeraf our common stock for the three and nine me®inded September 30, 2
(amounts in thousands, except per share):

Three Months Ended Nine Months Ended
September 30, 201 4 September 30, 201 4
Per Per
Amount Shares Share(@ Amount Shares Share(®
Beginning Balance $ 619,24 90,68t $ 6.8 $ 405,66t 64,10: $ 6.3¢
Common stock issuance, net 28€ 186,66: 26,58
Balance after share issuance activity 619,53¢ 90,68¢ 6.8% 592,32¢ 90,68¢ 6.5¢
Dividends declared (24,48 (0.27) (69,41)) (0.77)
Net change AOCI(2)
Hedges 1,181 0.01 (149 —
RMBS (2,687) (0.09) 12,59: 0.1¢
CMBS 3,252 0.0¢4 11,65« 0.1:
CLOs (1,699 (0.02) (3,49 (0.09
Net income attributable to common
stockholders 38,27: 0.4z 89,85¢ 0.9¢
Ending Balance $ 633,37 90,68 $ 6.9¢ $ 633,37 90,68 $ 6.9¢

(1) Outstanding shares used to calculate boolevadn share for the ending balance is based otaodieg shares as of September 30, 2014 «
90,684,546
(2) Accumulated other comprehensive income (*AQCI”

Liquidity and Capital Resources
General

Liquidity is a measure of our ability to meet pdtehcash requirements, including ongoing committedo repay borrowings, fu
and maintain investments, comply with margin regmients, fund our operations, pay management, iweeand consulting fees, pay divide
to our stockholders and other general businesssn€ad investments and assets, excluding the pahoinly multifamily CMBS we invest it
generate liquidity on an ongoing basis throughgpal and interest payments, prepayments, netrgggnietained prior to payment of divide
and distributions from unconsolidated investmemthile the principal only multi-family CMBS we inves$n are backed by balloon non-
recourse mortgage loans that provide for the paymeprincipal at maturity date, which is typicaligven to ten years. In addition, depen
on market conditions, the sale of investment séesristructured financings or capital market teetions may provide additional liquidi
However, our intention is to meet our liquidity dsethrough normal operations with the goal of awwmjdunplanned sales of asset:
emergency borrowing of funds.
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During the nine months ended September 30, 20lt4cash decreased $3.3 million, as a result of ®L#dllion used in financin
activities offset by $146.9 million provided by #sting activities and $28.7 million of cash prowddey operating activities. Our financi
activities primarily included net proceeds from coon stock issuances of $186.1 million, partialljsef by $163.2 million in payments
financing arrangements, $53.5 million in paymengimon multfamily CDOs, $66.6 million in dividends paid on comn stock and Series
Preferred Stock, $10.2 million in payments maddResidential CDOs, and $71.1 million in payments enad securitized debt. Our invesi
activities primarily included $75.1 million in piifpal paydowns received on investment securitieslave for sale, $50.2 million in princif
repayments received on muléimily loans held in securitization trusts, $9.9limmn in principal repayments received on residanthortgag
loans held in securitization trusts, $41.4 millisnproceeds from sales of investment securitied,.®6nillion in principal repayments a
proceeds from sales and refinancings of distresssidlential mortgage loans, partially offset by $5nillion of purchases of distres:
residential mortgage loans, $20.3 million of pusd® of investment securities, $12.6 million in fheding of a mezzanine loan and $!
million decrease in restricted cash.

We fund our investments and operations throughlanbad and diverse funding mix, which includes pests from equity offering
short-term and longeterm repurchase agreement borrowings, CDOs, seadritiebt, and trust preferred debentures. The &ypkterms ¢
financing used by us depends on the asset beiagdad. In those cases where we utilize some forstrattured financing, be it throu
CDOs, longeiterm repurchase agreements or securitized debuding financings similar to our CMBS Master Rephase Agreements), 1
cash flow produced by the assets that serve amtexll for these structured finance instruments beagestricted in terms of its use or applie
pay principal or interest on CDOs, repurchase agesgs, or notes that are senior to our interedtSeptember 30, 2014, we had cash and
equivalents balances of $28.5 million, which deseehfrom December 31, 2013. Based on our curreestment portfolio, new investmt
initiatives, leverage ratio and available and fatpossible borrowing arrangements, we believe »igtieg cash balances, funds available u
our various financing arrangements and cash floars foperations will meet our liquidity requiremefds at least the next 12 months.

Liquidity — Financing Arrangements

We rely primarily on shorterm repurchase agreements to finance the moral lagsets in our investment portfolio, such as Ag
RMBS and CLOs. Recently, certain repurchase agreeterders have elected to exit the repo lendingketdor various reasons, includ
new capital requirement regulations. However, atatelenders have exited the space, other fingncounterparties that had not participi
in the repo lending market historically have betmustep in to replace many of the lenders that ledeeted to exit.

As of September 30, 2014, we have outstanding ¢@ort repurchase agreements, a form of collat@@lghortterm borrowing, wit
eleven different financial institutions. These agnents are secured by certain of our investmentriies and bear interest rates that t
historically moved in close relationship to LIBORur borrowings under repurchase agreements arel loesthe fair value of our investm
securities portfolio. Interest rate changes andemsed prepayment activity can have a negative dimpa the valuation of these securit
reducing the amount we can borrow under these agnets. Moreover, our repurchase agreements allewedhnterparties to determine a |
market value of the collateral to reflect currerdarket conditions and because these lines of fimgnare not committed, the counterparty
call the loan at any time. Market value of the at@tal represents the price of such collateraliobthfrom generally recognized sources or |
recent closing bid quotation from such source plosrued income. If a counterparty determines tatvilue of the collateral has decrea
the counterparty may initiate a margin call andumegjus to either post additional collateral to eoguch decrease or repay a portion o
outstanding borrowing in cash, on minimal noticearBbver, in the event an existing counterpartytetbto not renew the outstanding balz
at its maturity into a new repurchase agreementwenld be required to repay the outstanding balavitte cash or proceeds received fro
new counterparty or to surrender the securitiesdbeve as collateral for the outstanding balanceny combination thereof. If we are un
to secure financing from a new counterparty andtbaglirrender the collateral, we would expect tauira loss. In addition, in the event on
our lenders under the repurchase agreement deéauits obligation to “re-sellor return to us the securities that are securiegothrrowings ¢
the end of the term of the repurchase agreementyoudd incur a loss on the transaction equal toameunt of “haircut’associated with tt
short-term repurchase agreement, which we sometiefesto as the “amount at risk¥s of September 30, 2014, we had an aggregate &
at risk under our repurchase agreements with eleeemnterparties of approximately $56.0 million, lwito more than approximately $2
million at risk with any single counterparty.

At September 30, 2014, the Company had steortr repurchase agreement borrowings of $627.9omilhs compared to $79.
million as of December 31, 2013. In additionotar excess cash, the Company has $208.4 milliemé@ncumbered securities, including $1:
million of RMBS, of which $125.2 million are Agend¥MBS, and $46.0 million of CMBS. The $28.5 milliaf cash, the $127.3 million
RMBS, and $46.0 million of CMBS and $46.7 millioeltl in overnight deposits in our Agency |0 portfoincluded in restricted cash tha
available to meet margin calls as it relates to Agency IO portfolio repurchase agreements, whiolectively represent 39.6% of ¢
financing arrangements, portfolio investments,liagngd and could be monetized to pay down or celalize the liability immediately.
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At September 30, 2014, we also had other longen-webt, including Residential CDOs outstanding D4&3 million, multifamily
CDOs outstanding of $8.0 billion (which represebligations of the Consolidated 8eries), subordinated debt of $45.0 million andisézec
debt of $237.4 billion. The CDOs are collateraliZegl residential and mulfamily loans held in securitization trusts, respady. The
securitized debt represents the notes issued oufiMay 2012 multi-family re-securitization tragsan, (ii) our November 2013 multamily
CMBS collateralized recourse financing transactand (jii) our December 2012, July 2013 and Sep&riB13 distressed residential mortc
loan securitization transactions, which are desedriln Note 7 of our condensed consolidated findistéements.

As of September 30, 2014, our overall leverageraticluding both our short- and longer-term finagc(and excluding the CD®’
issued by the Consolidated K-Series and our ResadddDOs) divided by stockholdersquity, was approximately 1.3 to 1. As of Septer
30, 2014, our leverage ratio on our short termrfaiags or callable debt was approximately 0.9 t&WEk monitor all at risk or short te
borrowings to ensure that we have adequate ligquidisatisfy margin calls and have the abilitygepond to other market disruptions.

Liquidity — Hedging and Other Factors

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

We also use TBAs to hedge interest rate risk agsmtiwith our investments in Agency 10s. Sincewgli for these securities extel
beyond the typical settlement dates for most derivative investments, these transactions are mamee to market fluctuations between
trade date and the ultimate settlement date, aélily are more vulnerable to increasing amountslatvith the applicable counterparties. -
use of TBAs associated with our Agency 10 investtearreates significant short term payables (anddoeivables), amounting to $21
million at September 30, 2014, and is includedaggble for securities purchased on our condensesbtidated balance sheet.

We also use U.S. Treasury securities and U.S. Tirgdistures and options to hedge interest rateassociated with our investment:
Agency 10s and interest rate swap agreements amghtems as a mechanism to reduce the interestrigiteof our Agency ARMs ar
residential mortgage loans held in securitizatiosts.

For additional information regarding the Compangterivative instruments and hedging activitiestfier periods covered by this rep
including the fair values and notional amountstafse instruments and realized and unrealized gaiddosses relating to these instrum
please see Note 8 to our condensed consolidatediciiml statements included in this report. Alseagk see Item 3. Quantitative
Qualitative Disclosures about Market Risk, under ¢aption, “Fair Value Risk'for a tabular presentation of the sensitivity af tharket valu
and net duration changes of the Company’s portfatimss various changes in interest rates, whigstmto account the Compasyhedgin
activities.

Liquidity — Equity Offerings

In addition to the financing arrangements describiedve under the caption “Liquidity—Financing Argements,"we also rely o
secondary equity offerings as a source of bothtdkam and long-term liquidity. During th@ne months ended September 30, 2014, we ¢
on the following public equity offerings:

e On January 7, 2014, we entered into an underwrdgrgement whereby the underwriters agreed to peecthi1,500,000 shares
our common stock (including the 1,500,000 sharas were issuable pursuant to an oalotment option) from us at a price
$6.61 per share. On January 10, 2014, we closeth@rssuance of 11,500,000 shares of common stwdket underwriter
resulting in net proceeds to the Company of appnately $75.8 million, after deducting offering exges.

e On April 2, 2014, we entered into an underwritiggelement whereby the underwriters agreed to puech&®50,000 shares of |
common stock (including the 1,950,000 shares tlatvissuable pursuant to an oadlbtment option) from us at a price of $7
per share. On April 7, 2014, we closed on the issei@f 14,950,000 shares of common stock to themwriers, resulting in n
proceeds to the Company of approximately $109.89amjlafter deducting offering expenses.
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We intend to invest substantially all of the nebqaeds from the respective offerings to fund addil investments in our targe
assets, particularly, distressed residential mgegaans and mezzanine loans to or preferred edguigstments in owners of mufamily
properties.

We also may generate liquidity through the salshafres of our common stock in an “at the markéigring program pursuant to
equity distribution agreement, as well as throdghgale of shares of our common stock pursuanit®ividend Reinvestment Plan, or DR
On January 14, 2013, we filed a registration stat#non Form 3 to enable us to issue up to $20,000,000 of shafresir common stoc
pursuant to our DRIP. On June 11, 2012, we entettedan equity distribution agreement with JMP S#ms LLC as the placement age
pursuant to which we may sell up to $25,000,008hafres of our common stock from time to time thiotige placement agent. Pursuant tc
equity distribution agreement, the shares may ered and sold through the placement agent in acimhs that are deemed to s ‘the
market” offerings as defined in Rule 415 under the Seasifict of 1933, as amended, including sales magettli on The Nasdaq Glot
Select Market or sales made to or through a markater other than on an exchange or, subject tdetimes of a written notice from us,
privately negotiated transactions. We have nogalilbn to sell any of the shares under the equdiridution agreement and may at any 1
suspend solicitations and offers under the equgtlyidution agreement. During the three and ninetin® ended September 30, 2014, we di
issue any shares under the equity distributioneagent. As of September 30, 2014, approximately Bhdillion of common stock remai
available for issuance under our “at the market&rifig program.

Management Agreements

We have investment management agreements with Baner Midway and Headlands, pursuant to which we thase managers
base management and incentive fee, if earned,aglyai arrears. See "- Results of Operatioi@omparison of the Three and Nine Mot
Ended September 30, 2014 to Three and Nine MomtldgdE September 30, 201&emparative Expenses" for more information regaydhre
base management and incentive fee incurred dunmgine months ended September 30, 2014. In addfigsuant to the terms of our fort
advisory relationship with Harvest Capital StragsgiLLC, or HCS, we also may pay incentive compgmsao HCS with respect to thc
assets of our Company that were managed by HO®dinte the advisory relationship with HCS concllidéhe “Incentive Tail Assets'iintil
such time as such Incentive Tail Assets are dispofby us or mature.

Dividends

On September 18, 2014, we declared a Series BrRaéf8tock cash dividend of $0.484375 per shar@evies B Preferred Stock
the quarterly period that began on July 15, 201d emded on October 14, 2014. This dividend was paidctober 15, 2014 to holders
record of Series B Preferred Stock as of Octob2014.

On September 18, 2014, we declared a 2014 thirdeyuzash dividend of $0.27 per common share, wisithe same amount that v
declared for the first and second quarter of 20 dividend was paid on October 27, 2014 to comstookholders of record as of Septen
29, 2014. The dividend was paid out of our workiagital.

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

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

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

Several large European banks have experiencedcfalaifficulty in recent years, some of whom haeguired a rescue or assiste
from other large European banks or the Europeartr@eBank. Some of these banks have U.S. bankihgidiaries which have provid
repurchase agreement financing or interest ratg ssgaeements to us in connection with the acqaisitf various investments, includ
mortgagebacked securities investments. We have outstandipgrchase agreement borrowings with Credit Sutsst Boston LLC in th
amount of $71.7 million at September 30, 2014 withet exposure of $6.0 million. We have outstandamyrchase agreement borrowings
Barclays Capital Inc. in the amount of $8.4 milliahSeptember 30, 2014 with a net exposure of Bdl®n. We have outstanding interest |
swap agreements with Credit Suisse International @sunterparty in the amount of $245 million notibwith a net exposure of $0.9 milli
In addition, certain of our U.S. based counterparthay have significant exposure to the financidl @conomic turmoil in Europe which co
impact their future lending activities or causentht® default under agreements with us. In the esaetor more of these counterparties or
affiliates experience liquidity difficulties in thfeture, our liquidity could be materially adverngelffected.

Inflation

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

Off-Balance Sheet Arrangements

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

Item 3. Quantitative and Qualitative Disclosures bhout Market Risk

This section should be read in conjunction withefit 1A. Risk Factors” in our Annual Report on For@KL and our subseque
periodic reports filed with the SE!

We seek to manage risks that we believe will impmaot business including, interest rates, liquidgyepayments, credit quality €
market value. When managing these risks we consigeimpact on our assets, liabilities and derigapositions. While we do not seek
avoid risk completely, we believe the risk can bargified from historical experience and seek ttivaly manage that risk, to generate risk
adjusted total returns that we believe compensagpropriately for those risks and to maintaintehfevels consistent with the risks we take.
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The following analysis includes forwatdeking statements that assume that certain madwditions occur. Actual results may di
materially from these projected results due to glearin our portfolio assets and borrowings mix duod to developments in the domestic
global financial and real estate markets. Develapgmén the financial markets include the likelihoofl changing interest rates and
relationship of various interest rates and thepaat on our portfolio yield, cost of funds and célskws. The analytical methods that we us
assess and mitigate these market risks shouldencomsidered projections of future events or opegagterformance.

Interest Rate Risk

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

For example, we hold RMBS, some of which may haxedfrates or interest rates that adjust on varitaiss that are not synchroni
to the adjustment dates on our repurchase agresntergeneral, the re-pricing of our repurchaseagents occurs more quickly than the re
pricing of our variablanterest rate assets. Thus, it is likely that doating rate borrowings, such as our repurchaseeagents, may react
interest rates before our RMBS because the weightethge next rpricing dates on the related borrowings may hawegtehtime periods thi
that of the RMBS. In addition, the interest ratesaur Agency ARMs backed by hybrid ARMs may be tedito a “periodic cap,br ar
increase of typically 1% or 2% per adjustment krishile our borrowings do not have comparabletitions. Moreover, changes in inte
rates can directly impact prepayment speeds, theaéflecting our net return on RMBS. During a deiciqninterest rate environment,
prepayment of RMBS may accelerate (as borrowersapayo refinance at a lower interest rate) causiimgamount of liabilities that have b
extended by the use of interest rate swaps toasereelative to the amount of RMBS, possibly résglin a decline in our net return on RMI
as replacement RMBS may have a lower yield thasettieing prepaid. Conversely, during an increaisitegest rate environment, RMBS n
prepay more slowly than expected, requiring udrtarfce a higher amount of RMBS than originally t@st and at a time when interest r
may be higher, resulting in a decline in our nétine on RMBS. Accordingly, each of these scenaci&as negatively impact our net intel
income.

We seek to manage interest rate risk in our paotfoy utilizing interest rate swaps, swaptions, s;apurodollar and other futur
options and U.S. Treasury securities with the gdabptimizing the earnings potential while seekitegmaintain long term stable portfc
values. We continually monitor the duration of ooortgage assets and have a policy to hedge thacfima of those assets such that the
duration of the assets, our borrowed funds reltteslich assets, and related hedging instrumenifissssthan one year. In addition, we uti
TBAs to mitigate the risks on our long Agency RMB&sitions associated with our investments in Agdxs,

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

Based on the results of the model, the instantanelbanges in interest rates specified below woala had the following effect on |
interest income for the next 12 months based orassiets and liabilities as of September 30, 20@Hafdamounts in thousands):

Changes in Net Interest Income

Changes in Interest Rates Changes in Net Interest Income
+200 $ 6,997
+100 $ 7,138
-100 $ (17,458)
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Interest rate changes may also impact our net able as our financial assets and related hedgeatiges are marked-toyarke
each quarter. Generally, as interest rates incrélasevalue of our mortgage assets, other thand@seases, and conversely, as interest
decrease, the value of such investments will irm@ed’he value of an 10 will likely be negativelyfeafted in a declining interest r.
environment due to the risk of increasing prepaymates because the I0g&lue is wholly contingent on the underlying moggdoans havir
an outstanding balance. In general, we expect that, time, decreases in the value of our portfattoibutable to interest rate changes wil
offset, to the degree we are hedged, by increaseivalue of our interest rate swaps or othemiomal instruments used for hedging purpc
and vice versa. However, the relationship betweenagls on securities and spreads on our hedgitrgiimsnts may vary from time to tin
resulting in a net aggregate book value increasdecline. That said, unless there is a materialaimpent in value that would result it
payment not being received on a security or lobanges in the book value of our portfolio will ritectly affect our recurring earnings or
ability to make a distribution to our stockholders.

Liquidity Risk

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

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

We are subject to “margin calfisk under the terms of our repurchase agreemémtthe event the value of our assets pledge
collateral suddenly decreases, margin calls reatinour repurchase agreements could increaseingaas adverse change in our liquit
position. Additionally, if one or more of our reghase agreement counterparties chooses not tadprowigoing funding, we may be unabl
replace the financing through other lenders onrfavie terms or at all. As such, we provide no asste that we will be able to roll over
repurchase agreements as they mature from timen® in the future. See Item 2, "Management's Disiomsand Analysis of Financ
Condition and Results of Operations Liquidity anab@al Resources" in this Quarterly Report on FAGWQ for further information about o
liquidity and capital resource management .

Derivative financial instruments used to hedgerggerate risk are subject to “margin cal8k. For example, under our interest
swaps, typically we pay a fixed rate to the coyaeties while they pay us a floating rate. If ietgrrates drop below the fixed rate we
paying on an interest rate swap, we may be requirpdst cash margin.

Prepayment Risk

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

Our modeled prepayments will help determine the mhof hedging we use to a$et changes in interest rates. If actual prepay
rates are higher than modeled, the yield will &3 ldlnan modeled in cases where we paid a premiuthd@articular residential mortgage as
Conversely, when we have paid a premium, if agwepayment rates experienced are slower than ndeke would amortize the premi
over a longer time period, resulting in a higheslgito maturity.

In an environment of increasing prepayment spetbestiming difference between the actual cash ptai principal paydowns al
the announcement of the principal paydown may tésadditional margin requirements from our ref@ge agreement counterparties.
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We mitigate prepayment risk by constantly evaluiabar residential mortgage assets relative to yrepat speeds observed for as
with similar structures, quantities and charactiess Furthermore, we stressst the portfolio as to prepayment speeds andestteate risk i
order to further develop or make modifications tor bedge balances. Historically, we have not hedt@#@bs of our liability costs due
prepayment risk.

Credit Risk

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

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

With respect to the $263.0 million of distressesidential loans the Company owned at Septembe2@®0D4, the mortgage loans w
purchased at a discount to par reflecting theirreised state or perceived higher risk of defawliich may include higher loan to value ra
and, in certain instances, delinquent loan paymegrtir to the acquisition of distressed residdntiortgage loans, the Company validates
information provided by the sellers that is necssda determine the value of the distressed resiglemortgage loans. We then seel
maximize the value of the mortgage loans that vepiiae either through borrower assisted refinanctdright loan sale or through foreclos
and resale of the underlying home. We evaluateitogeidlity on an ongoing basis by reviewing borrowsgayment status and current finar
and economic condition. Additionally, we look aétbarrying value of any delinquent loan and comparte current value of the underly
collateral.

As of September 30, 2014, we own $342.4 milliofiirst loss CMBS comprised solely of first loss Pi@at are backed by commert
mortgage loans on multamily properties at a weighted average amortizeéthpase price of approximately 31.6% of current paior to th
acquisition of each of our first loss CMBS secestithe Company completes an extensive revieweotittderlying loan collateral, includi
loan level cash flow remderwriting, site inspections on selected propsytproperty specific cash flow and loss modelirgiew of appraisal
property condition and environmental reports, atiteocredit risk analyses. We continue to monitedit quality on an ongoing basis us
updated property level financial reports providgd bdorrowers and periodic site inspection of sel@gbeoperties. We also reconcile o
monthly basis the actual bond distributions reagiagainst projected distributions to assure pr@bercation of cash flow generated by
underlying loan pool. As of September 30, 2014,ome approximately $35.1 million of notes issuedabgLO at a discounted purchase f
equal to 67% of par. The securities are backed pgrtolio of corporate loans. We also own appntiely $37.9 million of first mortgas
loan, mezzanine financing and preferred equity stwents at September 30, 2014, backed by residlantanulti-family properties.

Fair Value Risk

Changes in interest rates also expose us to meaked (fair value) fluctuation on our assets, lidibs and hedges. While the fair va
of the majority of our assets (when excluding ah€olidated KSeries assets other than the securities we acmalhy that are measured o
recurring basis are determined using Level 2 falugs, we own certain assets, such as our CMBSyHarh fair values may not be reac
available if there are no active trading marketstfe instruments. In such cases, fair values wouly be derived or estimated for th
investments using various valuation techniquesh sag computing the present value of estimated dutash flows using discount re
commensurate with the risks involved. However,dbtermination of estimated future cash flows issnemtly subjective and imprecise. Mil
changes in assumptions or estimation methodolagiasave a material effect on these derived omastid fair values. Our fair value estimi
and assumptions are indicative of the interest eatdronments as of September 30, 2014, and ddahet into consideration the effects
subsequent interest rate fluctuations.

We note that the values of our investments in @ine instruments, primarily interest rate hedgesoar debt, will be sensitive

changes in market interest rates, interest ratasigr credit spreads and other market factorsva@he of these investments can vary anc
varied materially from period to period.
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The following describes the methods and assumpti@nsse in estimating fair values of our finanamstruments:

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

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

The table below presents the sensitivity of thekatavalue and net duration changes of our portfadief September 30, 2014 usir
discounted cash flow simulation model assumingnstantaneous interest rate shift. Application @ thethod results in an estimation of
fair market value change of our assets, liabiliind hedging instruments per 100 basis point (“lspfjt in interest rates.

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

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

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amounts in thousands)
+200 $ (89,229 3.16
+100 $ (43,457 2.66
Base 1.61
-100 $ 22,91 0.17

It should be noted that the model is used as attoinlentify potential risk in a changing intereate environment but does not incl
any changes in portfolio composition, financing@ttgies, market spreads or changes in overall mbgkeédity.

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

There are a number of key assumptions in our egsrsimulation model. These key assumptions inctidages in market conditic
that affect interest rates, the pricing of ARM puots, the availability of investment assets andabailability and the cost of financing
portfolio assets. Other key assumptions made imgutsie simulation model include prepayment speadsi@anagement's investment, finan
and hedging strategies, and the issuance of neityetje typically run the simulation model undevariety of hypothetical business sceng
that may include different interest rate scenariferent investment strategies, different prepapimpossibilities and other scenarios
provide us with a range of possible earnings outsoin order to assess potential interest rate Tisk.assumptions used represent our est
of the likely effect of changes in interest ratesl @o not necessarily reflect actual results. Témmiags simulation model takes into acce
periodic and lifetime caps embedded in our assedetiermining the earnings at risk.
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedur@¥e maintain disclosure controls and procedurasahe designed to ensure
information required to be disclosed in the repthtst we file or submit under the Securities ExajeAct of 1934, as amended, is recor
processed, summarized and reported within the ferods specified in the rules and forms of the SBfAd that such information
accumulated and communicated to our managemergpesmiate to allow timely decisions regarding rieed disclosures. An evaluation v
performed under the supervision and with the pigsditon of our management, including our Chief Bxae Officer and Chief Financi
Officer, of the effectiveness of our disclosure trols and procedures (as defined in Rules 13a-1&e) 15di5(e) under the Securit
Exchange Act of 1934, as amended) as of Septenthe2(@ 4. Based upon that evaluation, our Chief Htree Officer and Chief Financi
Officer concluded that our disclosure controls anacedures were effective as of September 30, 2014.

Changes in Internal Control Over Financial Repogihere have been no changes in our internal coatret financial reportin
during the quarter ended September 30, 2014 that imaterially affected, or are reasonably likelyrtaterially affect, our internal control o
financial reporting.

PART Il. OTHER INFORMATION
ltem 1A. Risk Factors

There have been no material changes from the aislorfs disclosed in the “Risk Factors” section wf Annual Report on Form 10-
K for the year ended December 31, 2013, filed WithSEC on March 10, 2014.

Iltem 5. Other Information

On November 3, 2014, the Company entered into arfeAmended and Restated Employment AgreementStéhien R. Mumnr
(the “Executive”), the Company’s Chief Executivefiodr and President (the “Employment Agreementhe Employment Agreement amer
restates and supersedes the Amended and RestapoyBErant Agreement between the Company and theufivecdated November 22, 2C
(the “Prior Employment Agreement”’Yhe Employment Agreement will expire on December 3015, unless further extended or so
terminated.

The Employment Agreement amends the Prior Employmgreement as follows:

increases the Executive’s annual base salary $a00,000 to $700,000, effective as of Novemb&014;

requires the Compensation Committee to adopt a 8éHan (as defined in the Employment Agreementhdlylater tha
March 31 of each fiscal year; requires that theddkiee be paid an annual Incentive Bonus (if anyhbt later than March :
of the year immediately following the year for whithe applicable Bonus Plan was adopted, and meleas that th
Companys 2013 Incentive Compensation Plan is the Bonus flathe 2014 fiscal year for purposes of Sectiofig (i) ant
Section 6(e)(ii) of the Employment Agreement;

e broadens the definition of a “Competing Busine&s”purposes of the notempetition provision to include any investrr
vehicle whose business strategy is primarily foduse investing in and managing residential mortgageked securities a
other mortgage-related assets in any geographierrégwhich the Company engages in its business;

e lengthens the Executive’'s non-compete period) tong year in the event of termination of the BExa®’s employment by th
Executive without Good Reason (as defined in th@leyment Agreement) and (ii) 180 days in the exa#riermination of
the Executive’'s employment by the Company with @aas defined in the Employment Agreement); and

e celiminates the tax grosgp provision and replaces it with a provision tpadvides that if any amount payable to, or c
benefit receivable by the Executive pursuant toEhgloyment Agreement (taking into account payments benefits und
other agreements, plans and agreements) is deemmuhstitute a “parachute paymemtS defined in Section 280G of
Internal Revenue Code, then such payment or besteit be reduced in accordance with, and to theneéxequired by, tt
provisions of the Company’s 2010 Stock IncentivanP|

All other terms contained in the Prior Employmergréement remain substantially unchanged in the &ynpént Agreement. Tl
foregoing summary of the material changes to ther Employment Agreement is qualified in its entyrdy reference to the Employm
Agreement, which is being filed as Exhibit 10.%H&s Quarterly Report on Form 10-Q and is incorpeday reference herein.

Item 6. E xhibits

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

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

NEW YORK MORTGAGE TRUST, INC

Date: November 6, 2014 By: /s/ Steven R. Mumma

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

Date: November 6, 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 Yordrtgage Trust, Inc., as amended (Incorporated teyerce to Exhibit 3.
to the Company's Annual Report on Form 10-K filed\éarch 10, 2014 (File No. 001-32216)).

3.2 Bylaws of New York Mortgage Trust, Incs amended (Incorporated by reference to Exhibitt8.the Companyg Annua
Report on Form 10-K filed on March 4, 2011).

3.3 Articles Supplementary designating the @any’'s 7.75% Series B Cumulative Redeemable Pesfe8tock (the Series |
Preferred Stock”) (Incorporated by reference toigikt8.3 of the Company’s Registration Statementonm 8A filed on May
31, 2013).

4.1 Form of Common Stock Certificate. (Incagded by reference to Exhibit 4.1 to the Compariyégistration Statement on Fc
S-11 as filed with the Securities and Exchange Cmsion (Registration No. 333-111668), effectiveel@d, 2004).

4.2(a) Junior Subordinated Indenture between The New YMidrtgage Company, LLC and JPMorgan Chase Bank,oNa
Association, as trustee, dated September 1, 20@&rporated by reference to Exhibit 4.1 to the @any’s Current Report ¢
Form 8-K as filed with the Securities and Excha@genmission on September 6, 2005).

4.2(b) Parent Guarantee Agreement between New York Moetgawst, Inc. and JPMorgan Chase Bank, Nationabéiation, a
guarantee trustee, dated September 1, 2005. (lovwaden by reference to Exhibit 10.1 to the Compagyirrent Report on Fo
8-K as filed with the Securities and Exchange Cossion on September 6, 2005 (File No 001-32216)).

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

4.3(b) Parent Guarantee Agreement between New York Mogtgagst, Inc. and JPMorgan Chase Bank, Nationabdiaton, a
guarantee trustee, dated March 15, 2005. (Incotpotay reference to Exhibit 4.3(b) to the Compa®usirterly Report on For
10-Q filed on August 9, 2012 (File No. 001-32216)).
Certain instruments defining the rights of holdefdongterm debt securities of the Registrant and its &lidliges are omitte
pursuant to Item 601(b)(4)(iii) of Regulatio-K. The Registrant hereby undertakes to furnistheoSEC, upon request, copie
any such instruments.

4.4 Form of Certificate representing the Serfie Preferred Stock. (Incorporated by referencéexbibit 3.4 of the Company’
Registration Statement on Form 8-A filed on May 211.3).

10.1 Second Amended and Restated Employment Agreemeatjdbetween the Company and Steven R. Mumma] datef
November 3, 201¢

121 Statement re: Computation of Ratios.

31.1 Section 302 Certification of Chief ExeeatOfficer.

31.2 Section 302 Certification of Chief Fineh®©fficer.

32.1 Section 906 Certification of Chief ExéeatOfficer and Chief Financial Officer.*

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

101.CAL Taxonomy Extension Calculation Linkbase Documen
101.DEF Taxonomy Extension Definition Linkbase Document
101.LAB Taxonomy Extension Label Linkbase Documen

101.PRE Taxonomy Extension Presentation Linkbase Documel

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

**  Submitted electronically herewith. Attached as Bihi01 to this report are the following documefasmatted in XBRL (Extensib
Business Reporting Language): (i) Condensed Caietelil Balance Sheets at September 30, 2014 andnbec81, 2013; (ii) Condens
Consolidated Statements of Operations for the tAngenine months ended September 30, 2014 and 2l &ondensed Consolidat
Statements of Comprehensive Income for the thrdersme months ended September 30, 2014 and 2043C¢ndensed Consolida
Statement of Changes in Stockholddgguity for the nine months ended September 30, 2044Condensed Consolidated Statemen
Cash Flows for the nine months ended Septembet@@, and 2013; and (vi) Notes to Condensed CoraelidFinancial Statements.
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Exhibit 10.1

SECOND AMENDED AND RESTATED
EMPLOYMENT AGREEMENT OF
STEVEN R. MUMMA

This SECOND AMENDED AND RESTATED EMPLOYMENT AGREEMT (this “Agreement”) is made and entered into thay
of November 3, 2014, between New York Mortgage Tiu., a Maryland corporation (the “ Compdaiyand Steven R. Mumma (the “
Executive”). This Agreement amends, restates and superse@igespects that certain Amended and Restatepld/ment Agreement, dated
as of the 22nd day of November, 2011, by and bettlee Company and the Executive.

The Executive is presently employed as the Chiefchiive Officer and President of the Company. TharB of Directors of the
Company (the “ Boart) recognizes that the Executiwetontribution to the growth and success of the @ has been substantial. The Bi
desires to provide for the continued employmerthefExecutive and to make certain changes in tleelie’'s employment arrangements
with the Company which the Board has determinetirgiihforce and encourage the continued attentiwhdedication to the Company of the
Executive as a member of the Company’s managernmethte best interest of the Company and its shddehe The Executive is willing to
commit himself to continue to serve the Companythenterms and conditions herein provided. The Hbee's continued employment with t
Company is contingent on his execution of this Eoyplent Agreement.

In order to effect the foregoing, the Company drelExecutive wish to enter into an employment ages on the terms and
conditions set forth below. Accordingly, in congiaiéon of the premises and the respective covermmtsagreements of the parties herein
contained, and intending to be legally bound heréi®y parties hereto agree as follows:

1. _Employment The Company hereby agrees to continue to empl¥Ekecutive, and the Executive hereby agreesritinee to
serve the Company, on the terms and conditionfogétherein.

2. Term

(&) The Term of this Employment Agreement widlilmmence on November 3, 2014 (the “ Effective Dptnd end on
December 31, 2015 (the “ Expiration D&teunless further extended or sooner terminateldessinafter provided. * Terrhshall mean the
period from the Effective Date through the firsoimcur of the Expiration Date (unless the Ternxigreded in accordance herewith) or the Dat
of Termination in the event this Agreement is sgdaaminated pursuant to Section 6.

(b) The Company agrees to provide the Executitie written notice, at least 90 days prior to Ewpiration Date, of its
determination not to extend the Term of this Agreetr(a “_Notice of NorRenewal’). Failure by the Company to provide the Executiith a
Notice of Nol-Renewal at least 90 days prior to the Expirati@teDwill result in the automatic extension of threrm for another one-year
period after the Expiration Date, and the new Eatn Date will be the first anniversary of theyoeis Expiration Date for purposes of this
Agreement.




(c) Inthe event that (i) the Company provittes Executive with a Notice of Non-Renewal in adaarce with paragraph
(b) above, (ii) the Parties do not enter into a eewployment agreement, and (iii) neither the Corgpaar the Executive terminates the
Executive’s employment in accordance with the teofthis Agreement prior to the Expiration Dategritthe Executive will be deemed from
and after the Expiration Date to be an employegithisf the Company without the benefit of an emypteent agreement. In such event, the
terms of Sections 3, 4 and 5 of this Agreementealitinue in effect after the Expiration Date uslasd until modified by the Company or
until any termination of the Executive’s employmégtthe Company or the Executive, but the othenseand provisions herein, including but
not limited to the termination, severance and igste covenant provisions set forth in Sectiong &nd 8, will be deemed to have terminate
of the Expiration Date and will be of no furtherde or effect after the Expiration Date unless otlige agreed by the parties.

3. _Position and Material DutieIhe Executive shall serve as the Chief Execuiiffeeer and President of the Company and shall
have such responsibilities, duties and authoritigeamay have as of the date hereof (or any poditiavhich he may be promoted after the date
hereof) and as may from time to time be assigneddad=xecutive by the Board that are consistertt siich responsibilities, duties and
authority. In that capacity, the Executive shalrégponsible for (a) oversight of the Compangay to day operations, (b) financial performs
and reporting (external and internal), (c) inves&dations, (d) supervision of employees and oetsiohsultants and asset managers, (e)
compliance with regulatory, tax and accountingswad regulations, and (f) managing trading, craulit investment banking relationships
(collectively hereinafter, “ Material Duti¢¥. The Executive shall also serve as a senior exexofiicer of certain subsidiaries of the Compi
with positions, titles and responsibilities that auitable for the Chief Executive Officer and Riest of the Company, at the reasonable ret
of the Board without additional compensation. Thxedtitive shall devote substantially all his worktilge and efforts to the business and
affairs of the Company; provided, that nothinghiistAgreement shall preclude Executive from sendag director or trustee in any other firm
or from pursuing personal real estate investmamisogher personal investments, as long as suctitadido not interfere with Executive’s
performance of his duties hereunder.

4. _Place of Performancén connection with the Executive’s employmentthg Company, the Executive shall be based at the
principal executive offices of the Company in Newrk, New York, except for required travel on then§mny’s business to an extent
substantially consistent with present businesstrabligations.

5. Compensation and Related Matters

(a) _Base SalaryThe Company shall pay the Executive a base safaryally (the “ Base Salaty, which shall be payable
in periodic installments according to the Compamgsmal payroll practices. The Executive's BaseaBashall be $700,000, which Base
Salary shall be effective as of November 1, 2014rifiyy the Term, the Board or the Compensation Cdtembf the Board (the “
Compensation Committe® shall review the Base Salary at least once a yedetermine whether the Base Salary should beadserkeffectiv
the following January 1. Any increase shall be aeieed before March 31 of each year and shall beaetive to January 1. The Base Salary,
including any increases, shall not be decreasedglthie Term. For purposes of this Agreement, ¢hent* Base Salary shall mean the amou
established and adjusted from time to time purstatitis Section 5(a).




(b) _Cash Incentive Awards

() Annual Cash BonusThe Executive shall be eligible to participateiie Company’s annual cash incentive
bonus plan adopted by the Compensation Committreesfth fiscal year (including any partial year)idgrthe Term of this Agreement (*
Bonus Plarf). The Compensation Committee will adopt a BonlemFor each fiscal year during the Term by norléh@n March 31 of that
fiscal year. If the Executive or the Company, asdhse may be, satisfies the performance criteritamed in such Bonus Plan for a fiscal y
he shall receive an annual Incentive Bonus (anedfbelow) in an amount pursuant to such Bonus étas determined by the Compensation
Committee, as applicable, and subject to ratiftcably the Board, if required. The Bonus Plan statitain both individual and corporate
performance goals for each fiscal year establilyetie Compensation Committee. If the ExecutivtherCompany, as the case may be, fails
to satisfy the performance criteria contained ichsBonus Plan for a fiscal year, the Compensatiom@ittee may determine whether any
Incentive Bonus shall be payable to Executive liat f/ear, subject to ratification by the Boardeifjuired. The annual Incentive Bonus (if any)
shall be paid to the Executive no later than Mdrétof the year immediately following the year faniah the applicable Bonus Plan was
adopted. If the Compensation Committee does ngtta8onus Plan for a particular fiscal year, thxedtitive will entitled to receive an
Incentive Bonus for that year in an amount thateermined by the Compensation Committee in itsrdtgon. For the avoidance of doubt, the
New York Mortgage Trust, Inc. 2013 Incentive Comgation Plan is the Bonus Plan adopted by the Cosgtiem Committee for the 20:
fiscal year for purposes of this Section 5(b)(ijl &ection 6(e)(ii) hereof.

(i)  Definition of Incentive BonusFor purposes of this Agreement, the term “ IneenBonus’ shall mean any
annual cash bonus payable pursuant to Section)s@a{lure by the Executive to satisfy the perfamme criteria in the Bonus Plan does not
constitute a failure by the Executive to “perforia Material Duties” as provided in paragraph 6(D)(i

(c) _Stock Based AwardsThe Company has established the 2010 Stock liveeatan (“_Stock Incentive Pldi). Subject
to the terms and conditions of the Stock Incenfilan, as amended from time to time, the Executiad! ®e eligible to participate in the Stock
Incentive Plan, and shall be eligible to receivaneted stock awards under the Stock Incentive.PTae Compensation Committee shall
approve any such awards made to the Executive auotrso the Stock Incentive Plan.

(i) Stock Incentive Plan Restricted Stock AdsrAny Stock Incentive Plan provides for the isswaatshares of
Company common stock as restricted common stoBleétricted Stock Grant¥ to the extent that such shares of common stoelagailable
thereunder. Restricted Stock Grants awarded t&xeeutive shall be subject to forfeiture restrinidhat will lapse in equal amounts on eac
the first three anniversaries from the date of gsaich that the forfeiture restrictions shall laps& on the first anniversary of the date of grant,
1/3 on the second anniversary of the date of gradt1/3 on the third anniversary of the date ohgrdotwithstanding the foregoing, the
Executive will be 100% vested and all restrictiomseach outstanding Restricted Stock Grant wikéappon (i) a Change in Control (as def
herein), (ii) a termination by the Company with@ause (as defined herein), (iii) a termination lxy Executive for Good Reason (as defined
herein), (iv) the Executive’s death, or (v) the &igity (as defined below) of the Executive, and gxecutive will forfeit all unvested shares if
he is terminated for Cause or he terminates hid@mpent with the Company for other than Good Rea3tie common stock issued as
Restricted Stock Grants will have voting and divideights.




For purposes of this Agreement:

“ Acquiring Persorf means that a Person, considered alone or agfartgroup” within the meaning of Section 13(d)(8)the
Securities Exchange Act of 1934, as amended, liroomes directly or indirectly the beneficial ow(&s defined in Rule 13d-3 under the
Exchange Act) of securities representing at laftgtgercent (50%) of the Company’s then outstagdiecurities entitled to vote generally in
the election of the Board.

“ Continuing Director’ means any member of the Board, while a membén@Board and (i) who was a member of the Boarthen
date hereof or (ii) whose nomination for or electio the Board was recommended or approved by arityapf the Continuing Directors.

“ Control Change Datémeans the date on which a Change in Control acdtia Change in Control occurs on account ofreesef
transactions, the “Control Change Date” is the déthe last of such transactions.

“ Change in Contrgl means (i) a Person is or becomes an Acquiringder(ii) holders of the securities of the Compantitled to
vote thereon approve any agreement with a Persoif gnich approval is not required by applicalale land is not solicited by the Company,
the closing of such an agreement) that involvedrtnesfer of all or substantially all of the Compantotal assets on a consolidated basis, as
reported in the Comparg/consolidated financial statements filed with 8eeurities and Exchange Commission; (iii) holddrthe securities ¢
the Company entitled to vote thereon approve a#etion (or, if such approval is not required bplaable law and is not solicited by the
Company, the closing of such a transaction) putsieewhich the Company will undergo a merger, cdidstion, or statutory share exchange
with a Person, regardless of whether the Compamggaded to be the surviving or resulting entitigathe merger, consolidation, or statutory
share exchange, other than a transaction thatsesuhe voting securities of the Company carrytimg right to vote in elections of persons to
the Board outstanding immediately prior to the itigof the transaction continuing to representitoy remaining outstanding or by being
converted into voting securities of the survivingiy) at least 50% (fifty percent) of the Compasyoting securities carrying the right to vote
in elections of persons to the Company’s Boarguah securities of such surviving entity, outstagdmmediately after the closing of such
transaction; (iv) the Continuing Directors ceasedioy reason to constitute a majority of the Boardv) the Board adopts a resolution to the
effect that, in its judgment, as a consequenceypfoame or more transactions or events or serigmo$actions or events, a Change in Contr
the Company has effectively occurred. Notwithstagdhe foregoing, for purposes of this Agreememy, iasuance by the Company of newly
issued shares of its capital stock in a privatpulnlic offering of securities for cash shall notdeemed to be a Change of Control.




“ Person’” means any human being, firm, corporation, pasghigr, or other entity. “Person” also includes anynlan being, firm,
corporation, partnership, or other entity as defimesections 13(d)(3) and 14(d)(2) of the Exchafge The term “Persondoes not include ti
Company or any Related Entity, and the term Pede®s not include any employee-benefit plan maiethiny the Company or any Related
Entity, or any person or entity organized, appalnta established by the Company or any RelateiyEot or pursuant to the terms of any
such employee-benefit plan, unless the Board datesrihat such an employee-benefit plan or sucéopeor entity is a “Person”.

“ Related Entity’ means any entity that is part of a controlledugr@f corporations or is under common control wite Company
within the meaning of Sections 1563(a), 414(b) bt(4) of the Internal Revenue Code of 1986, as aextiithe “ Codé).

(d) _Benefits

(i) Vacation The Executive shall be entitled to four (4) weekgaid vacation per full calendar year. The
Executive shall not be entitled to carry over anysed vacation time from year to year.

(i)  Sick and Personal Dayghe Executive shall be entitled to sick and peasdays in accordance with the
policies of the Company.

(i)  Employee Benefits

(A) Participation in Employee Benefit PlanSubject to the terms of any applicable plansicjesd or
programs, the Executive and his spouse and eligégendents, if any, and their respective designateeficiaries where applicable, will be
eligible for and entitled to participate in any Quanmy sponsored employee benefit plans, includingbtlimited to benefits such as group
health, dental, accident, disability insurance ugrtife insurance, and a 401(k) plan, as such lismegy be offered from time to time, on a
basis no less favorable than that applicable teratiRecutives of the Company.

(B) Disability Insurance The Company shall reimburse the Executive thewsrinof the premiums paid
by the Executive on, at the Executive’s cost, @wable long-term Disability plans that, subjectite terms of such plans and any applicable
plans, policies or programs, provides for paymearihe aggregate of not less than $240,000.00 ftorspas any long-term Disability of the
Executive continues. The Company shall not be aldid to reimburse the Executive for such amounisthie Executive has presented the
Company with a statement documenting such payments.

(C) _Annual Physicallf the Executive desires an annual physical eration, the Company shall
provide, at its cost, a medical examination forHExecutive on an annual basis by a licensed playsici the New York, New York metropolit
area selected by the Executive. The results ofxlaeination and any medical information or recoatgarding the examination will be
provided by the physician to the executive, andtadhe Company.




(D) Directors and Officers InsurancBuring the Term and for a period of 24 monthsehéer, the
Executive shall be entitled to director and offizesurance coverage for his acts and omissionsvelnilofficer and director of the Company on
a basis no less favorable to him than the covepag@ded to current officers and directors.

(E) _Life Insurance The Company shall reimburse the Executive theuasrnof the premiums paid by the
Executive on a term life policy for the benefitthé Executive or the Executive’s designated berefas with a death benefit of $3.0 million.
The Company shall not be obligated to reimburseetkerutive for such amounts until the Executive pr@sented the Company with a
statement documenting such payments.

(F) Key Man Life InsuranceThe Company may purchase on the life of the Etxezwp to $15.0 millio
of key man life insurance with the Company as thedficiary of the death benefit.

(iv)  Expenses, Office and Systems Supp®tie Executive shall be entitled to reimbursenuérall reasonable
expenses, in accordance with the Company’s poBap &ffect from time to time and on a basis ns fasorable than that applicable to other
executives of the Company, including, without liation, telephone, reasonable travel and reasoealéetainment expenses incurred by the
Executive in connection with the business of thenfany, upon the presentation by the Executive pf@piate documentation. The Execut
shall also be entitled to appropriate office spagetems support and other critical services necgdsr the performance of the Executive’'s
duties.

6. _Termination The Executive’s employment hereunder may be teatad without any breach of this Agreement onlyasritle
following circumstances:

(@) _Death The Executive’'s employment hereunder shall teateiupon his death.

(b) _Disability. If, in the written opinion of a qualified physaci reasonably agreed to by the Company and theuExegc
the Executive shall become unable to perform hi@dinereunder due to Disability, the Company neagninate the Executive’s employment
hereunder. As used in this Agreement, the termsability” shall mean inability of the Executive, due to ploal or mental condition, to
perform the essential functions of the Executiyets after consideration of the availability of semable accommodations, for more than 180
total calendar days during any period of 12 consegumonths.

(c) _For CauseThe Company may terminate the Executive’s empkynhereunder for Cause. For purposes of this
Agreement, the Company shall have “ Caugeterminate the Executive’'employment hereunder upon a determination byaat la majority ¢
the members of the Board (other than Executive)raeeting of the Board called and held for suclp@se (after reasonable notice is provided
to the Executive of such meeting, the purpose tiemed the particulars of the basis for such meedind the Executive is given an opportunity
together with counsel, to be heard before the Bahat Executive (i) has committed fraud or misampiated, stolen or embezzled funds or
property from the Company or an affiliate of theng@any or secured or attempted to secure persaaaiyrofit in connection with any
transaction entered into on behalf of the Compargny affiliate of the Company, (ii) has been cated of, or entered a plea of guilty or “nolo
contendre” to, a felony which in the reasonablenmmm of the Board brings Executive into disreputésdikely to cause material harm to the
Company’s (or any affiliate of the Company) bussjdmmancial condition or prospects, (iii) has,withstanding not less than 30 days’ prior
written notice from the Board, failed to perfornih(er than by reason of illness or temporary diggipihis Material Duties hereunder and has
failed to cure same within such 30 days of Exe@liveceipt of said written notice, (iv) has vieldtor breached any material law or regulatior
to the material detriment of the Company or aniliafés of the Company or its business, or (v) i@sached any of his duties or obligations
under this Agreement where such breach causeg@assnably likely to cause material harm to then@any. Any notice of termination
delivered by the Company to Executive that purptartsotify Executive of a termination for Causet nere the Company has not otherwise
followed the procedures set forth in the definitaifCause” above, shall be deemed to constitutetace of termination without Cause
pursuant to Section 6(d) hereof. Neither a notioenfthe Company to Executive that a meeting oBbard has been scheduled to determine
whether grounds for a termination for “Cause” exigtr the holding of such a meeting, shall itselfdonstrued as a notice of termination for
such purpose.




(d) _Without CauseThe Company may at any time terminate the Exeelstemployment hereunder without Cause.

(e) _Termination by the Executive

(i) The Executive may terminate his employmugreunder (A) for Good Reason, or (B) at any tifiter ahe date
hereof by giving the Company a Notice of Terminatét least thirty (30) days prior to the Date ofrimation.

(i)  For purposes of this Agreement, “ Good &&d' shall mean (A) a failure by the Company or itssessors or
assigns to comply with any material provision a§thgreement (other than the Companpayment obligations referred to in clause (Epvg
which has not been cured within thirty (30) daytemfotice of such noncompliance has been givethd¥Executive to the Company, (B) the
assignment to the Executive of any Material Duitre®nsistent with the Executive’s position with iempany or a substantial adverse
alteration in the nature or status of the Exectgivesponsibilities without the consent of the Bxee, except that (i) a determination by the
Nominating and Corporate Governance Committee @Bthard of Directors not to nominate the Executorere-election as a director of the
Company or (ii) a failure by the Company’s stocklesk to elect the Executive as a director of then@any shall not be deemed to be “Good
Reason,” (C) without the consent of the Executiveaterial reduction in employee benefits othen thaeduction generally applicable to
similarly situated executives of the Company, (Ithaut the consent of the Executive, relocatiothef Company’s principal place of business
outside of the Borough of Manhattan in the CityNefw York, (E) any failure by the Company to pay Ehecutive Base Salary or any
Incentive Bonus to which he is entitled under a BoRlan which failure has not been cured within(ie€)) days after notice of such
noncompliance has been given by the Executiveg@itmpany or any failure of the Compensation Cotemito approve a Bonus Plan for :
fiscal year commencing with the 2015 fiscal yeaadeordance with the requirements of this AgreenmanF) delivery by the Company to the
Executive of a Notice of Non-Renewal in accordawité the requirements of Section 2(b) hergofivided, howeverthat the Executive shall
only have the right to terminate his employmentheader for Good Reason as a result of such Notib®n-Renewal by providing Notice of
Termination to the Company prior to the Expiratidate.




(H  Any termination of the Executive’'s employntdy the Company or its successors or assigng tirebExecutive (other
than termination pursuant to subsection (a) oof{liis Section 6) shall be communicated by writigtice of Termination to the other party
hereto in accordance with Section 12. For purpoésis Agreement, a * Notice of Terminatidishall mean a notice which shall indicate the
specific termination provision in this Agreemerited upon and shall set forth in reasonable détailfacts and circumstances claimed to
provide a basis for termination of the Executiversployment under the provision so indicated.

(g) “Date of Terminatiofishall mean, at any time during the Term, (ih&tExecutive’s employment is terminated by his
death, the date of his death, (ii) if the Execuiveamployment is terminated pursuant to subsegtpmbove, the date as of which the
physician’s written opinion is received by the Camp, (iii) if the Executive’s employment is termied pursuant to subsection (c) above, the
date specified in the Notice of Termination, and {fi the Executive’s employment is terminated &my other reason, the date thirty (30) days
following the date on which a Notice of Terminatisrgiven.

7. Compensation Upon Termination, Death onfubisability .

(@) _Death If the Executive’s employment is terminated by @iéath, the Company shall within ten (10) dayle¥ahg the
date of the Executive’s death, pay to the Execigidesignated beneficiary(ies) an amount equdiédixecutive’s annual Base Salary for the
year in which the termination took place, and amanh equal to the Executi's target Bonus for the year in which the termioatiook place,
together with any other amounts to which the Exgelis entitled pursuant to death benefit planegpems and policies. In addition, all stock
options, restricted stock awards and any othertgawards granted by the Company to the Executiedl become fully vested, unrestricted
and exercisable as of the Date of Termination. Tampany shall continue benefits for surviving sgoasother dependents covered under the
Executive’s health insurance policy as of the dditExecutive’s death for a period of 18 monthsratte termination date.

(b) _Disability. During any period that the Executive fails tofpen his duties hereunder as a result of his inciépdue tc
a physical or mental condition (* disability perityd the Executive shall continue to receive his fulsB&alary at the rate then in effect for «
disability period (and shall not be eligible forypaents under the disability plans, programs anétjgsl maintained by the Company or in
connection with employment by the Company (* DisiabPlans™)) until his employment is terminated pursuansection 6(b) hereof, and
upon such termination, the Executive shall, witiein (10) days of such termination, be entitledltamounts to which the Executive is entitled
pursuant to the Disability Plans. The Executivéghts under any long-term Disability Plan shalldetermined in accordance with the
provisions of such plan, but in no event will then@pany maintain a long-term Disability plan thabtyides for payment of not less than
$240,000. In addition, upon the Executive’s terrtiorain accordance with Section 7(b) hereof, altktoptions, restricted stock grants awards
and any other equity awards granted by the Compathe Executive shall become fully vested, unretetd and exercisable as of the Date of
Termination.




(c) _Cause or other than Good Reasifithe Executive’s employment shall be terminabydhe Company for Cause or by
the Executive for other than Good Reason, the Camphall pay the Executive his full Base Salaryptigh the Date of Termination at the rate
in effect at the time Notice of Termination is givend reimburse the Executive for all reasonabtecastomary expenses incurred by the
Executive in performing services hereunder priathDate of Termination in accordance with Sec6i@), and the Company shall have no
further obligations to the Executive under this égment.

(d) _Termination by the Company without Causthér than for death or Disability) or Terminatioythe Executive for
Good Reasonlf the Company or its successors or assigns g#raflinate the Executive’s employment other thardéath, Disability pursuant
to Section 6(b) or Cause, or the Executive shathiteate his employment for Good Reason, then:

(i) the Company shall pay the Executive anyedrand accrued but unpaid installment of Basenptieough the
Date of Termination at the rate in effect at tinegtiNotice of Termination is given and all other aiidpand pro rata amounts to which the
Executive is entitled as of the Date of Terminatimler any compensation plan or program of the Gmypjpincluding without limitation, the
approved annual Bonus Plan for the year in whiehDhte of Termination occurs and all accrued bused vacation time, such payments ti
made in a lump sum on or before the tenth dayvailg the Date of Termination;

(i) inlieu of any further salary paymentsth@ Executive for periods subsequent to the Dafieeaihination, the
Company shall pay as liquidated damages to theixecthe greater of (A) $1,000,000 or (B) the proidof (x) one and onkalf (1 %2) and (y
the sum of the Executive’s Base Salary in effe¢hatDate of Termination and the average annuahiive Bonus earned by the Executive
during the two most recently completed fiscal ygaisr to the year in which the Change of Controlesmination event occurs; such payment
to be made in a lump sum on or before the tentifallywing the Date of Termination. In addition] atock options, restricted stock awards
and any other equity awards granted by the Compathe Executive shall become fully vested, unretetd and exercisable as of the Date of
Termination;

(i) Inthe case of a termination of the Exee’'s employment by the Company without Cause or feability, ol
by the Executive for Good Reason, the Company glagllthe full cost for the Executive to participatehe health insurance plan in which the
Executive was enrolled immediately prior to thedat Termination for a period of eighteen (18) niantprovided that the Executive’s
continued participation is possible under the galnierms and provisions of such plans and progrémtbe event that the Executive’s
participation in any such plan or program is barthd Company shall arrange to provide the Exeeutiith benefits substantially similar to
those which the Executive would otherwise have hegitled to receive under such plan from whichdustinued participation is barred; and

(iv)  The obligations of the Company to make payments to Executive required under Section ir\digreof
shall be conditioned on the execution and delivsryhe Executive of a general release of clainfsim and substance reasonably satisfactory
to the Company.




8. Covenants of the Executive

(@) _General Covenants of the Executiféne Executive acknowledges that (i) the princtpadiness of the Company is
investing in mortgage-backed securities and ottetgage related assets (such business, and argllaibler businesses that after the date
hereof, and from time to time during the Term, beeamaterial with respect to the Company’s then-alVéusiness, herein being collectively
referred to as the “Business”); (ii) the Compangwa of a limited number of persons who have dewaddbe Business; (iii) the Business is, in
part, national in scope; (iv) the Executive’'s wéok the Company and its subsidiaries has givenvailidtontinue to give the Executive access
to the confidential affairs and proprietary infoina of the Company and to trade secrets of the izmy and its subsidiaries; (v) the coven
and agreements of the Executive contained in thi$i& 8 are essential to the business and goodfiitle Company; and (vi) the Company
would not have entered into this Agreement buttiercovenants and agreements set forth in thisddegt

(b) _Covenant Against Competitiohe covenant against competition described m $teiction 8(b) shall apply during the
Term and for a period of one (1) year following tate of Termination; provided, however, that ia #vent of termination of the Executive’s
employment by the Company with Cause pursuant ¢tid®e6(c), the covenant against competition désctiin this Section 8(b) shall apply
a period of one hundred eighty (180) days followtimg Date of Termination. During the time periogsctibed hereinabove, the Executive
covenants that he shall not, directly or indirectiywn, manage, control or participate in the owhigrananagement, or control of, or be
employed or engaged by or otherwise affiliatedssogiated as an employee, employer, consultantt,ggéncipal, partner, stockholder,
corporate officer, director or in any other indiva or representative capacity, engage or parteipaany Competing Business (as defined
below) in any state or country or other jurisdintia which the Company conducts its Business deeDate of Terminatiorprovided,
however, that, notwithstanding the foregoing, (i) the Ex@ge may own or participate in the ownership of antity which he owned or
managed or participated in the ownership or managéwf prior to the Effective Date which ownershipanagement or participation has been
disclosed to the Company; and (ii) the Executive maest in securities of any entity, solely fov@stment purposes and without participating
in the business thereof, if (A) such securitiesteaded on any national securities exchange oN#t®nal Association of Securities Dealers,
Inc. Automated Quotation System or equivalent no8:decurities exchange, (B) the Executive is ratrdrolling person of, or a member of a
group which controls, such entity and (C) the Exiseudoes not, directly or indirectly, own one pant(1%) or more of any class of securities
of such entity.

“Competing Business” means any real estate invadtingst or other investment vehicle whose busisésdegy is primarily focused
on investing in and managing residential mortgagekbd securities and other mortgage-related aigssatsy geographic region in which the
Company engages in the Business.
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(c) Al memoranda, notes, lists, records, propand any other tangible product and documemtd @l copies thereof)
made, produced or compiled by the Executive or nsadéable to the Executive during the Term contgyithe Business of the Company and
its affiliates shall be the Company’s property ahdll be delivered to the Company at any time guest. Notwithstanding the above, the
Executive’s contacts and contact data base shabenthe Company’s property. The Executive shdll roa fiduciary capacity for the benefit
of the Company all secret or confidential inforroatiknowledge or data relating to the Company grddrits affiliated companies, and their
respective businesses, which shall have been elotdiy the Executive during the Executive’s emplogtie the Company or any of its
affiliated companies and which shall not be or Imeeg@ublic knowledge (other than by acts by the Htee or representatives of the Execu
in violation of this Agreement). After terminatiaf the Executive’s employment with the Companyday reason, the Executive shall not,
without the prior written consent of the Companysmay otherwise be required by law or legal psceommunicate or divulge any such
information, knowledge or data to anyone other tt@nCompany and those designated by it. The agneemade in this Section 8(c) shall be
in addition to, and not in limitation or derogatiofy any obligations otherwise imposed by law oiskparate agreement upon the Executive in
respect of confidential information of the Company.

(d) During the Term and for a period of oneyéar following the termination of the Executive'siployment for any
reason, the Executive shall not, without the Comfmprior written consent, directly or indirectly) kinowingly solicit or knowingly encouray
to leave the employment or other service of the @amy or any of its affiliates, any employee emptbpg the Company at the time of the
termination thereof or knowingly hire (on behalftbé Executive or any other person or entity) ampleyee employed by the Company at the
time of the termination who has left the employmenbther service of the Company or any of itsliatiés (or any predecessor of either) within
one (1) year of the termination of such employee’smidependent contractor's employment or otherisemwith the Company and its affiliates;
or (ii) whether for the Executive’s own accounfor the account of any other person, firm, corgorabr other business organization,
intentionally interfere with the Company’s or arfiits affiliates, relationship with, or endeavordntice away from the Company or any of its
affiliates, any person who during the Executiveigdboyment with the Company is or was a customeient of the Company or any of its
affiliates (or any predecessor of either). Notwidimsling the above, nothing shall prevent the Exeedtom soliciting loans, investment capi
or the provision of management services from thadies engaged in the Business if the activitfab® Executive facilitated thereby do not
otherwise adversely interfere with the operatiointhe Business.

(e) The Executive acknowledges and agreesthabreach by him of any of the provisions of Sewi8(b), 8(c) or 8(d)
(the “Restrictive Covenants”) would result in iregpble injury and damage for which money damageaddwwot provide an adequate remedy.
Therefore, if the Executive breaches, or threatem®mmit a breach of, any of the Restrictive Cargn, the Company and its affiliates shall
have the right and remedy to have the Restrictivee@ants specifically enforced (without posting éh@amd without the need to prove dama
by any court having equity jurisdiction, includingithout limitation, the right to an entry agaitise Executive of restraining orders and
injunctions (preliminary, mandatory, temporary gg@manent) against violations, threatened or actunal whether or not then continuing, of
such covenants. This right and remedy shall belditian to, and not in lieu of, any other rightddalemedies available to the Company and its
affiliates under law or in equity (including, withblimitation, the recovery of damages). The exis&eof any claim or cause of action by the
Executive, whether predicated on this Agreemertloerwise, shall not constitute a defense to tliereement of the Restrictive Covenants.
The Company has the right to cease making the patgnpeovided as part of the Severance Packageiewhnt of a material breach of any of
the Restrictive Covenants that, if capable of @mé not willful, is not cured within thirty (30) ds after receipt of notice thereof from the
Company.
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9. _Successors; Binding Agreemeifhis Agreement shall be binding upon and inurthébenefit of successors and permitted
assigns of the parties. This Agreement may nosbi@gaed, nor may performance of any duty hereubnea@elegated, by either party without
the prior written consent of the otherpvided, howeverthe Company may assign this Agreement to anyessct to its business, including
but not limited to in connection with any subseduaerger, consolidation, sale of all or substalytiall of the assets or stock of the Company
or similar transaction involving the Company owacaessor corporation.

10. _Parachute Paymeni$any amount payable to, or other benefit reabie by the Executive pursuant to this Agreemeninoier
other agreements, plans and agreements is deemedsdtitute a “parachute payment” as defined irti®e@80G of the Code, then such
payments or benefits shall be reduced in accordaitbeand to the extent required by, the provisiofthe Stock Incentive Plan.

11. _Continued Performanc®rovisions of this Agreement shall survive ammi@ation of Executive’s employment hereunder if sc
provided herein or if necessary or desirable ftdlaccomplish the purposes of such provisionsudtioly, without limitation, the obligations of
the Executive under the terms and conditions ofi&ex 8 and 9. Any obligation of the Company to makyments to or on behalf of the
Executive under Section 7 is expressly conditiomgeoh the Executive’s continued performance of tkechtive’s obligations under Sections 8
and 9 for the time periods stated in Sections 8%rithe Executive recognizes that, except to thengxif any, provided in Section 7, the
Executive will earn no compensation from the Conypafiter the Date of Termination.

12. _Notices For the purposes of this Agreement, notices, deimand all other communications provided for is fhgreement
shall be in writing and shall be deemed to havenlukedy given when delivered or (unless otherwisectied) mailed by United States certified
or registered mail, return receipt requested, gesprepaid, addressed as follows:

If to the Executive:

Steven R. Mumma

c/o New York Mortgage Trust, Inc.
52 Vanderbilt Ave.

Suite 403

New York, NY 10017
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If to the Company:

New York Mortgage Trust, Inc.

52 Vanderbilt Ave.

Suite 403

New York, NY 10017

Attention: Compensation Committee

with a copy to:

Hunton & Williams LLP
Riverfront Plaza, East Tower
951 East Byrd Street

Richmond, VA 23219

Attention: Daniel M. LeBey, Esq.

or to such other address as any party may haveshau to the others in writing in accordance hetteveixcept that notices of change of add
shall be effective only upon receipt.

13. _MiscellaneousNo provisions of this Agreement may be modifiedjved or discharged unless such waiver, modificatir
discharge is agreed to in writing signed by thedtxige and such officer of the Company as may leeifipally designated by the Board. No
waiver by either party hereto at any time of angaoh by the other party hereto of, or compliandé,veiny condition or provision of this
Agreement to be performed by such other party $featleemed a waiver of similar or dissimilar prans or conditions at the same or at any
prior or subsequent time. No agreements or reptasens, oral or otherwise, express or impliedhwéspect to the subject matter hereof have
been made by either party which are not set forfitassly in this Agreement. The validity, intertén, construction and performance of this
Agreement shall be governed by the laws of theeSthiNew York without regard to its conflicts ofAlgrinciples.

(a) _Vvalidity. The invalidity or unenforceability of any provasi or provisions of this Agreement shall not affihet validity
or enforceability of any other provision of this regment, which shall remain in full force and effec

(b) _CounterpartsThis Agreement may be executed in one or morateoparts, each of which shall deemed to be in an
original but all of which together will constitutae and the same instrument.

(c) _Disputes Any dispute or controversy arising under or immection with this Agreement shall be settled esiglely by
binding arbitration conducted before a panel of¢harbitrators in New York, New York in accordamdth the rules of the American
Arbitration Association then in effect; providedikever, that the Company shall be entitled to semdstraining order or injunction in any
court of competent jurisdiction with respect to atglation or threatened violation of the provissoof Section 9 of this Agreement and the
Executive hereby consents that such restrainingradinjunction may be granted without the nedgssfithe Company’s posting any bond.
Judgment may be entered on the arbitrator's awaathy court having jurisdiction. The expenses bfteation shall be borne by the Company.
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(d) _Executivks Legal Expensesn the event that the Executive institutes argcpeding to enforce his rights under, or to
recover damages for breach of this Agreement, ¥ee@ive, if he is the prevailing party, shall b#iteed to recover from the Company any
actual expenses for attorney’s fees and disbursesnresurred by him.

(e) _ndemnification The Company shall indemnify and hold Executivariass to the maximum extent permitted by the
laws of the State of Maryland (and the law of athyeo appropriate jurisdiction after any reincorpgima of the Company) against judgments,
fines, amounts paid in settlement and reasonalglerses, including attorneys’ fees incurred by Etieepin connection with the defense of, or
as a result of any action or proceeding (or anyeapfrom any action or proceeding) in which Exewaiis made or is threatened to be made a
party by reason of the fact that he is or was #inasfor trustee of the Company, regardless of iaesuch action or proceeding is one brough
by or in the right of the Company to procure a juégt in its favor (or other than by or in the rigiithe Company); provided, however, that
this indemnification provision shall not apply toyaaction or proceeding relating to a dispute betwne Company and the Executive based c
any alleged breach or violation of this Agreement.

(H  Entire AgreementThis Agreement sets forth the entire agreemetti@parties hereto in respect of the subject matte
contained herein and supersedes all prior agresmammimises, covenants, arrangements, communisatiepresentations or warranties,
whether oral or written, with respect to the subjaatter hereof.

[Signatures on next page]
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IN WITNESS WHEREOF, the parties have executedAlgieement on the date and year first above written.
NEW YORK MORTGAGE TRUST, INC.

By: /s/ Nathan R. Ree:

Name:Nathan R. Rees:
Title: Vice President and Secreta

STEVEN R. MUMMA

/s/ Steven R. Mumm

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

(dollars in thousands)

Exhibit 12.1

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

Pretax income from continuing

operations $ 98,88: $ 69,69« $ 29,10C $ 524: $ 567C $ 10,88

Fixed charges 226,69" 231,17¢ 105,92¢ 4,831 9,611 14,23t

Dividends distributed to shareholde 62,22( 61,30: 22,30¢ 8,27( 8,10z 7,10¢

Equity investee adjustment (1,179) (18%) (39 (174 (64) =

Noncontrolling interest - - 97 (97) - -
Total Earnings $ 386,62! $ 361,98¢ $ 157,38¢ $ 18,07¢ $ 23,31¢ $ 32,22;
Fixed Charges:

Interest expense $ 226,69' $ 231,17t $ 105,92t $ 4837 $ 9,611 $ 14,23¢
Total Fixed Charges 226,69! 231,17¢ 105,92¢ 4,837 9,611 14,23t
Preferred stock dividends 4,35¢ 3,56¢ - - - -
Total Combined Fixed Charges and
Preferred Stock Dividends $ 231,05 $ 234,74t $ 105,92t $ 4837 $ 9,611 $ 14,23t
Ratio of earnings to fixed charges il 1.57 1.4< 3.74 2.4: ol
Ratio of earnings to combined fixed
charges and preferred stock dividenc 1.67 1.5¢ 1.4¢ 3.74 2.42 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 preferre
stock dividends NA NA NA NA NA NA



Exhibit 31.1

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

I, Steven R. Mumma, certify that:

1.

| have reviewed this quarterly report on Form 1@€the quarter ended September 30, 2014 of Nevk ¥twrtgage Trust, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: November 6, 2014

/sl Steven R. Mumma

Steven R. Mumma

Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.

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

I, Kristine R. Nario, certify that:

1.

| have reviewed this quarterly report on Form 1@€the quarter ended September 30, 2014 of Nevk ¥twrtgage Trust, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: November 6, 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 Yddlrtgage Trust, Inc., (the “Company”) on Form QCfor the quarter ended Septembet
2014, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), the usid@ed hereby certifies, pursuant to 18
U.S.C. 8§ 1350, as adopted pursuant to section B GSarbanes-Oxley Act of 2002, that:

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

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

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

Date: November 6, 2014
/s/ Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: November 6, 2014
/sl Kristine R. Nario
Kristine R. Nario
Chief Financial Officer
(Principal Financial and Accounting Officer)




