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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 share data

March 31, December 31,
2015 2014
ASSETS (unaudited)

Investment securities, available for sale, at¥alue (including pledged securities of $686,317 $nd2,684,

respectively) $ 801,54« $ 816,64"
Investment securities, available for sale, atfaiue held in securitization trusts 39,25! 38,59
Residential mortgage loans held in securitizatiosts (net) 142,67 149,61«
Distressed residential mortgage loans held in g&gation trusts (net) 213,29¢ 221,59:
Distressed residential mortgage loans 355,68 361,10¢
Multi-family loans held in securitization trustg,fair value 7,399,85: 8,365,51:
Derivative assets 335,34 288,85(
Cash and cash equivalents 88,99( 75,59¢
Receivables and other assets 208,16( 222,49:
Total Assets (1) $ 9,584,79: $ 10,540,00

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 619,74. $ 651,96!
Financing arrangements, distressed residentialgaget loans 238,22¢ 238,94¢
Residential collateralized debt obligations 138,36" 145,54
Multi-family collateralized debt obligations, atifaalue 7,106,68: 8,048,05:
Securitized debt 200,31: 232,87
Derivative liabilities 6,67t 1,462
Payable for securities purchased 330,77: 283,53"
Accrued expenses and other liabilities (includiBgd$0 and $6,317 to related parties, respectively) 65,25¢ 74,69:
Subordinated debentures 45,00( 45,00(
Total liabilities (1) 8,751,03 9,722,07:
Commitments and Contingencies
Stockholders' Equity:
Preferred stock, $0.01 par value, 7.75% SeriesrButative redeemable, $25 liquidation preferencespeare,

6,000,000 and 3,450,000 shares authorized as afiV&dr, 2015 and December 31, 2014, respectively,

3,000,000 shares issued and outstanding as of Ndrc2015 and December 31, 2014, respectively 72,391 72,391
Common stock, $0.01 par value, 400,000,000 shartb®@zed, 107,952,340 and 105,094,565 sharesdsaur

outstanding as of March 31, 2015 and December @14, Zespectively 1,08( 1,051
Additional paid-in capital 722,85! 701,87:
Accumulated other comprehensive income 11,89: 10,01¢
Retained earnings 25,53¢ 32,59¢
Total stockholders' equity 833,75¢ 817,92
Total Liabilities and Stockholders' Equity $ 9,584,79: $ 10,540,00

(1) Our condensed consolidated balance sheetslmelssets and liabilities of consolidated variaitierest entities ("VIEs") as the Company is thienpiry
beneficiary of these VIEs. As of March 31, 2015 &atember 31, 2014, assets of consolidated VIBdem$7,837,741 and $8,847,078, respectively, laad t
liabilities of consolidated VIEs totaled $7,470,44rid $8,457,034, respectively. See Note 7 for &urtliscussion.

The accompanying notes are an integral part oftmsolidated financial statements.




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

For the Three Months
Ended March 31,

2015
INTEREST INCOME:
Investment securities and other $ 11,34  $ 14,96¢
Multi-family loans held in securitization trusts 66,30( 74,94
Residential mortgage loans held in securitizatiosts 1,128 987
Distressed residential mortgage loans 10,21¢ 4,345
Total interest income 88,98¢ 95,23¢
INTEREST EXPENSE:
Investment securities and other 3,03¢ 1,47(C
Multi-family collateralized debt obligations 60,09t 68,74
Residential collateralized debt obligations 23¢ 23t
Securitized debt 3,55¢ 4,502
Subordinated debentures 46C 45¢
Total interest expense 67,38¢ 75,418
NET INTEREST INCOME 21,60! 19,82¢
OTHER INCOME:
Provision for loan losses (43€) (489)
Realized gain on investment securities and relageifjes, net 1,12¢ 2,03¢
Gain on de-consolidation of multi-family loans h@hdsecuritization trusts and multi-family colladéized debt
obligations 1,48: —
Realized gain on distressed residential mortgageslo 67€ 8,22t
Unrealized loss on investment securities and rélaggiges, net (5,72%) (1,73¢)
Unrealized gain on multi-family loans and debt hieldecuritization trusts, net 13,62¢ 4,92¢
Other income (including $1,876 and $318 from relgiarties, respectively) 2,28¢ 51C
Total other income 13,03 13,47t
EXPENSES
Base management and incentive fees (including $38d $1,090 to related parties, respectively) 6,87( 3,77¢
Expenses related to distressed residential mortigags 1,88¢ 1,217
Other general and administrative expenses (inctufithand $80 to related parties, respectively) 2,097 2,56¢
Total expenses 10,84¢ 7,55¢
INCOME FROM OPERATIONS BEFORE INCOME TAXES 23,78¢ 25,74:
Income tax expense 24% 3,03(
NET INCOME 23,54: 22,71
Preferred stock dividends (1,457%) (1,459
NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢ $ 22,090 $ 21,25¢
Basic income per common share $ 021 $ 0.2¢
Diluted income per common share $ 021 $ 0.2¢
Weighted average shares outstanding-basic 105,48t 74,50¢
105,48t 74,50¢

Weighted average shares outstanding-diluted

The accompanying notes are an integral part oftmsolidated financial statements.




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

(unaudited)
For the Three Months
Ended March 31,
2015 2014

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER¢ $ 22,09C $ 21,25¢
OTHER COMPREHENSIVE INCOME

Increase in net unrealized gain on available fta sacurities 3,137 8,45(

Decrease in fair value of derivative instrumentbzeid for cash flow hedges (1,267) (129)
OTHER COMPREHENSIVE INCOME 1,87¢ 8,321
COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON STOCKHIDERS $ 23,96t $ 29,57¢

The accompanying notes are an integral part oftnsolidated 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, 2014 $ 1,051 $ 72,397 $ 701,87. $ 32,59 $ 10,01t $ 817,92°
Net income — — — 23,54 — 23,54
Stock issuance, net 29 — 20,98¢ — — 21,01:
Dividends declared — — — (30,600 — (30,600
Increase in net unrealized gain arailable
for sale securities — — — — 3,137 3,131
Decrease in fair value of derivative
instruments utilized focash flow hedge — — — — (1,267) (1,267
Balance, March 31, 2015 $ 1,08 $ 72,397 $ 722,85 $ 2553t $ 11,89 $ 833,75¢

The accompanying notes are an integral partettmsolidated financial statements.




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

For the Three Months Ended

March 31,
2015 2014
Cash Flows from Operating Activities:
Net income $ 23,54: $ 22,71
Adjustments to reconcile net income to net cashigeal by operating activities:
Net amortization (1,226 (1,31¢)
Realized gain on investment securities and rela¢etdjes, net (1,129 (2,039
Realized gain on distressed residential mortgagpeslo (67€) (8,225
Unrealized loss on investment securities and relagsiges, net 5,72¢ 1,73¢
Gain on de-consolidation of multi-family loans h&ldsecuritization trusts and multi-family collaaéized debt
obligations (1,487 —
Unrealized gain on loans and debt held in multiifgrsecuritization trusts (13,62¢) (4,926
Net decrease in loans held for sale 4 14
Provision for loan losses 43€ 48¢
Income from investments in limited partnerships kmited liability companies (2,920 (529)
Distributions of income from investments in limitpertnership and limited liability companies 2,30z 28¢
Sale of real estate owned 344 —
Amortization of stock based compensation, net 174 20¢€
Changes in operating assets and liabilities:
Receivables and other assets (13€) 18¢€
Accrued expenses and other liabilities and accexgenses, related parties (5,34¢6) 1,981
Net cash provided by operating activit 5,99 10,58
Cash Flows from Investing Activities:
Restricted cash 1,53¢ (34,739
Purchases of investment securities — (12,48¢)
Purchases of other assets (4) 77)
Funding of mezzanine loans and preferred equitgstments (12,707 (6,930
Net proceeds on other derivative instruments setlleging the period 1,16 2,171
Principal repayments received on residential mgedaans held in securitization trusts 6,77¢ 3,98t
Principal repayments and proceeds from sales dim&neing of distressed residential mortgage loans 36,64 42,76¢
Principal repayments received on multi-family lod&ed in securitization trusts 19,79: 16,59:
Principal paydowns on investment securities - abéd for sale 11,61¢ 21,33¢
Purchases of residential mortgage loans and déete®sidential mortgage loans — (4,780
Sales of loans held in multi-family securitizatimosts 44,26. —
Net cash provided by investing activiti 109,08t 27,84
Cash Flows from Financing Activities:
Payments made on financing arrangements (32,949 (23,299
Common stock issuance, net 20,83¢ 75,83(
Dividends paid on common stock (28,37¢) (17,299
Dividends paid on preferred stock (1,457 (1,459
Payments made on residential collateralized deligatibns (7,20%) (3,96¢)
Payments made on multi-family collateralized ddiitgations (29,790 (16,597
Payments made on securitized debt (32,755 (6,93¢)
Net cash (used in) provided by financing activi (101,68 6,28¢€
Net Increase in Cash and Cash Equivalents 13,39: 44,71(
Cash and Cash Equivalents - Beginning of Period 75,59¢ 31,79¢
Cash and Cash Equivalents - End of Period $ 88,99 $ 76,50¢
Supplemental Disclosure:
Cash paid for interest $ 82,60¢ $ 87,69:
Cash paid for income taxes $ 1,18C $ 1,02¢
Non-Cash Investment Activities:
Sales of investment securities not yet settled $ 1937 $ =
Purchase of investment securities not yet settled $ 350,14 $ 204,84(
Deconsolidation of multi-family loans held in seitzation trusts $ 1,075,520 $ =
Deconsolidation of multi-family collateralized dedtiligations $ 1,031,261 $ —




Non-Cash Financing Activities:
Dividends declared on common stock to be paid bsequent period $ 29,14
Dividends declared on preferred stock to be paglimsequent period $ 1,45:

20,44
1,45¢

&+ s

The accompanying notes are an integral part ofdnsolidated financial statements.




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
March 31, 2015
(unaudited)

1. Organization

New York Mortgage Trust, Inc., together with itssolidated subsidiaries (‘NYMT,” and th€bmpany), is a real estate investment trust, ofTRIA
the business of acquiring, investing in, financargl managing primarily mortgagelated assets and financial assets. Our objeigtite manage a portfolio
investments that will deliver stable distributicisour stockholders over diverse economic conditidie intend to achieve this objective through mluioatior
of net interest margin and net realized capitahgdiom our investment portfolio. Our portfolio lndes investments in mortgagetated and financial asse
residential mortgage loans, including loans souffcech distressed markets, multi-family CMBS, dirdiciancing to owners of mulfamily properties throug
mezzanine loans and preferred equity investmemisityeand debt securities issued by entities thaest in commercial real estatglated debt investmen
Agency RMBS consisting of fixed-rate, adjustablesrand hybrid adjustable-rate RMBS and Agency l@ssisting of interest only and inverse interesly
RMBS that represent the right to the interest comepo of the cash flow from a pool of mortgage loans

The Company conducts its business through the paoenpany, NYMT, and several subsidiaries, inclgdépecial purpose subsidiaries establi
for residential loan and CMBS securitization pugmdaxable REIT subsidiaries ("TRSs") and quaifREIT subsidiaries ("QRSs"). The Company constgit
all of its subsidiaries under generally acceptezbanting principles in the United States of AmeiftaAAP”).

The Company is organized and conducts its opemtiomualify as a REIT for federal income tax pwg®m As such, the Company will generally
be subject to federal income tax on that portioritoincome that is distributed to stockholderd iflistributes at least 90% of its REIT taxabledme to it
stockholders by the due date of its federal inctemeeturn and complies with various other requeats.

2. Summary of Significant Accounting Policies

Definitions— The following defines certain of the commonly digerms in these financial statements: “RMBS” refer residential adjustablate
hybrid adjustable-rate, fixed-rate, interest onfydanverse interest only and principal only mortgdgicked securities; “Agency RMBSe&fers to RMB!
representing interests in or obligations backegdgls of mortgage loans issued or guaranteed legerdlly chartered corporation (“GSE%)ch as the Fede
National Mortgage Associatiol“Fannie Mae”) or the Federal Home Loan Mortgagepoeation (“Freddie Mac”)or an agency of the U.S. government, suc
the Government National Mortgage Association (“GénMae”); “non-Agency RMBS” refers to RMBS backey prime jumbo mortgage loans; “lOséfers
collectively to interest only and inverse interesty mortgagebacked securities that represent the right torterést component of the cash flow from a por
mortgage loans;“POs” refers to mortgdugeked securities that represent the right to tircipal component of the cash flow from a poolnodrtgage loan
“Agency 10s"refers to an 10 that represents the right to ther@st component of the cash flows from a pooksfdential mortgage loans issued or guarante
a GSE or an agency of the U.S. government; “ARMs$&ns to adjustable-rate residential mortgage tod&rme ARM loans” and “residential securitizedalts”
each refer to prime credit quality residential ARdnNs (“prime ARM loans”) held in securitizatiomusts; “Agency ARMs'refers to Agency RMBS comprised
adjustable-rate and hybrid adjustable-rate RMBSYIBS” refers to commercial mortgage-backed secwitiemprised of commercial mortgage passugh
securities, as well as 10 or PO securities thatasgnt the right to a specific component of théa ¢lsv from a pool of commercial mortgage loans;ltirfamily
CMBS” refers to CMBS backed by commercial mortglggns on multi-family properties; “CDOs” refers ¢ollateralized debt obligations; and “CL@&fers tc
collateralized loan obligations.




Basis of Presentatior The accompanying condensed consolidated balanet akeof December 31, 2014 has been derived fratitegufinancia
statements. The accompanying condensed consdlilatance sheet as of March 31, 2015, the acconmaepndensed consolidated statements of oper.
for the three months ended March 31, 2015 and 2B&4accompanying condensed consolidated statermkotsnprehensive income for the three months €
March 31, 2015 and 2014, the accompanying condermmesblidated statement of changes in stockhol@epsity for the three months ended March 31, 204
the accompanying condensed consolidated staternémiash flows for the three months ended March2815 and 2014 are unaudited. In our opinior
adjustments (which include only normal recurringuatinents) necessary to present fairly the Compafiyancial position, results of operations anchciews
have been made. Certain information and footnseabures normally included in financial statensgotepared in accordance with GAAP have been caed
or omitted in accordance with Article 10 of RegidatS-X and the instructions to Form @0- These condensed consolidated financial statenséould be re:
in conjunction with the audited consolidated finahstatements and notes thereto included in ourudhReport on Form 1B-for the year ended December
2014, as filed with the U.S. Securities and Exclea@pmmission (“SEC”).The results of operations for the three months érdarch 31, 2015 are r
necessarily indicative of the operating resultstfier full year.

The accompanying condensed consolidated finaneitdraents have been prepared on the accrual Hasisaunting in accordance with GAAP. The
preparation of financial statements in conformitfhmGAAP requires management to make estimatesaasdmptions that affect the reported amounts of
assets and liabilities and disclosure of contingessets and liabilities at the date of the findrstetements and the reported amounts of revemeksxpenses
during the reporting period. Although the Compangstimates contemplate current conditions and tosxpects them to change in the future, it is
reasonably possible that actual conditions couldifferent than anticipated in those estimates,ctwhiould materially impact the Company’s results of
operations and its financial condition. Managenteag made significant estimates in several areelsidimg valuation of its CMBS investments, multivfidy
loans held in securitization trusts and multi-fan@DOs, as well as, income recognition on distrésesidential mortgage loans purchased at a discoun

Principles of Consolidation and Variable Interesttiies— The accompanying condensed consolidated finantitéraents of the Company incl
the accounts of all its subsidiaries which are migj@wned, controlled by the Company or a variaiblerest entity (“VIE")where the Company is the prim
beneficiary. All significant intercompany accouatsd transactions have been eliminated in cons@ita

A VIE is an entity that lacks one or more of thaucltteristics of a voting interest entity. A VHedefined as an entity in which equity investorsdi
have the characteristics of a controlling finandigkrest or do not have sufficient equity at risk the entity to finance its activities without ditional
subordinated financial support from other parti#he Company consolidates a VIE when it is the primtbeneficiary of such VIE. As primary beneficiaityhas
both the power to direct the activities that maghiicantly impact the economic performance of ¥i& and a right to receive benefits or absorb dsssf th
entity that could be potentially significant to thiédE. The Company is required to reconsider itsleation of whether to consolidate a VIE each rapgrperiod
based upon changes in the facts and circumstaectsning to the VIE.

Investment Securities Available for SaleThe Company's investment securities, where thevédue option has not been elected and which are
reported at fair value with unrealized gains anssés reported in Other Comprehensive Income (“Q@iglude Agency RMBS, non-Agency RMBS and
CLOs. The Company has elected the fair value opfoo its Agency I0s and U.S. Treasury securitigbich measures unrealized gains and losses through
earnings in the accompanying condensed consolidad¢eiments of operations. The fair value optios alacted for Agency IOs and U.S. Treasury seesrit
mitigate earnings volatility by better matching #imcounting for these investment securities withréllated derivative instruments which are notgtested as
hedging instruments for accounting purposes, withealized gains and losses recognized through reggrin the accompanying condensed consolidated
statements of operations within the Agency 10 mdidf

The Company generally intends to hold its investnseurities until maturity; however, from timettme, it may sell any of its securities as part of
the overall management of its business. As a resultinvestment securities are classified as abkilfor sale securities.

Realized gains and losses recorded on the saleve$tment securities available for sale are basetti® specific identification method and included
in realized gain (loss) on investment securitied emlated hedges in the accompanying condensealatated statements of operations. Purchase presnium
or discounts on investment securities are amortizegccreted to interest income over the estimbfiedf the investment securities using the effestyield
method. Adjustments to amortization are made fawa@repayment activity.




The Company accounts for debt securities that afagh credit quality (generally those rated AA lmetter by a Nationally Recognized Statist
Rating Organization, or NRSRO), at date of acqguoisitn accordance with Accounting Standards Codifan (“ASC”) 32010. The Company accounts for ¢
securities that are not of high credit quality.(itaose whose risk of loss is less than remotsgourities that can be contractually prepaid sbahwe would nc
recover our initial investment at the date of astiain in accordance with ASC 328. The Company considers credit ratings, the uyidercredit risk and otht
market factors in determining whether the debt sées are of high credit quality; however, sedestrated lower than AA or an equivalent rating acd
considered of high credit quality and are accoufibedn accordance with ASC 328. If ratings are inconsistent among NRSROs, tbe@any uses the low
rating in determining whether the securities arhigh credit quality.

The Company assesses its impaired securities deast a quarterly basis and designates such impateras either “temporary” or “other-than-
temporary” by applying the guidance prescribed BCATopic 320t0. When the fair value of an investment secustyess than its amortized cost as of
reporting balance sheet date, the security is densd impaired. If the Company intends to sellnapaired security, or it is more likely than noattit will be
required to sell the impaired security before isia@pated recovery, then it must recognize an mthantemporary impairment through earnings equal tc
entire difference between the investment's amattizest and its fair value as of the balance shat. df the Company does not expect to sell anretien-
temporarily impaired security, only the portiontbé other-thariemporary impairment related to credit losses é@gaized through earnings with the remail
recognized as a component of other comprehensogmia (loss) on the accompanying condensed contadidmlance sheets. Impairments recognized th
other comprehensive income (loss) do not impagctiegs. Following the recognition of an other-th@mporary impairment through earnings, a new casishi:
established for the security, which may not be stéj for subsequent recoveries in fair value thhoegrnings. However, other-tht&gmporary impairmen
recognized through earnings may be accreted battletamortized cost basis of the security on apactive basis through interest income. The deteatitn a:
to whether an other-than-temporary impairment exastd, if so, the amount considered other-tieamporarily impaired is subjective, as such deteatidbns ar
based on both factual and subjective informatioailalile at the time of assessment as well the Cayipaestimates of the future performance and cash
projections. As a result, the timing and amounbtbir-than-temporary impairments constitute maltestimates that are susceptible to significanhgea

In determining the othethan temporary impairment related to credit logsesecurities that are not of high credit qualttye Company compares
present value of the remaining cash flows expettidit collected at the purchase date (or lastgl@&ously revised) against the present value efcish flow
expected to be collected at the current finan@pbrting date. The Company considers informatizailable about the past and expected future pedooa o
underlying mortgage loans, including timing of egeel future cash flows, prepayment rates, defatdts; loss severities and delinquency rates.

Investment Securities Available for Sale Held inuBiéization Trusts- The Companyg investment securities available for sale helddauritizatiol
trusts as of March 31, 2015 and December 31, 28d4@mprised of multiamily CMBS consisting of PO securities that représthe first loss tranche of
securitizations from which they were issued, orstfloss tranche”, and certain 10s issued from Breddie Mac-sponsored multi-family 8eries securitizatior
These securities are reported at fair value witlealized gains and losses reported in OCI. Realigéus and losses recorded on the sale of investeeenritie
available for sale held in securitization trusts based on the specific identification method amduided in realized gain (loss) on sale of seasitind relate
hedges in the accompanying condensed consolid&tirents of operations. Purchase premiums or wiits@re amortized or accreted to interest incoves
the estimated life of the investment securitieagishe effective yield method.

Residential Mortgage Loans Held in Securitizationsis— Residential mortgage loans held in securitizatiasts are comprised of certain ARM lo
transferred to Consolidated VIEs that have beeorgeed into sequentially rated classes of bernedfinterests. The Company accounted for thesergeation
trusts as financings which are consolidated into @mmpanys financial statements. Residential mortgage Idaid in securitization trusts are carried at |
unpaid principal balances, net of unamortized pvemeor discount, unamortized loan origination c@std allowance for loan losses. Interest incomae@ue!
and recognized as revenue when earned accordithg tterms of the mortgage loans and when, in thei@pof management, it is collectible. The accrat
interest on loans is discontinued when, in manag&€s@pinion, the interest is not collectible in themal course of business, but in no case when pat
becomes greater than 90 days delinquent. Loanswretiaccrual status when principal and interesblree current and are anticipated to be fully cdilbée.

We establish an allowance for loan losses basechamagement's judgment and estimate of credit losgesent in our portfolio of resident
mortgage loans held in securitization trusts. Eatiom involves the consideration of various credlated factors, including but not limited to, maeconomi
conditions, current housing market conditions, Wawalue ratios, delinquency status, historical créais severity rates, purchased mortgage insurdhe
borrower's current economic condition and othetdi@cdeemed to warrant consideration. Additionadlg,look at the balance of any delinquent loan@dpar
that to the current value of the collateralizinggerty. We utilize various home valuation method@s including appraisals, broker pricing opiniomsernet-
based property data services to review comparableepties in the same area or consult with a realte agent in the property's area.




Acquired Distressed Residential Mortgage LoarBistressed residential mortgage loans held in #&ation trusts are comprised of pools of fi.
and adjustable rate residential mortgage loansimztilby the Company at a discount (that is duepart, to the credit quality of the borrower). Distse:
residential mortgage loans held in securitizatiusts are distressed residential mortgage loansfaaed to Consolidated VIEs that have been stxedliintc
beneficial interests. The Company accounted fasdhsecuritization trusts as financings which aresotidated into the Company’s financial statements.

The Company considers the purchase price for thaid distressed residential mortgage loans tattfair value at the date of acquisition. T
acquired distressed residential mortgage loans iméi&lly recorded at fair value with no allowanfor loan losses.

Acquired distressed residential mortgage loansliaae evidence of deteriorated credit quality afuésition are accounted for under ASC Subt
310-30, "Loans and Debt Securities Acquired witheBierated Credit Quality" ("ASC 310-30"). Under 881030, the acquired loans may be accounte
individually or aggregated and accounted for as@ pf loans if the loans being aggregated havengsomrisk characteristics. A pool is accounted ®aasingl
asset with a single composite interest rate anaggnegate expectation of cash flows. Once a pamdsembled, it is treated as if it was one loarptoposes ¢
applying the accounting guidance

Under ASC 310-30, the excess of cash flows expettdst collected over the carrying amount of trenk referred to as the “accretable yield,”
accreted into interest income over the life of tbans in each pool or individually using a leveélgdi methodology. Accordingly, our acquired distres:
residential mortgage loans accounted for under B3@30 are not subject to classification as nonacceigsification in the same manner as our residi
mortgage loans that were not distressed when adjby us. Rather, interest income on acquiredediséd residential mortgage loans relates to thetabd
yield recognized at the pool level or on an indidtloan basis, and not to contractual interesimEnts received at the loan level. The differencevber
contractually required principal and interest pagtaeand the cash flows expected to be collectéerresl to as the “nonaccretable differenda¢ludes estimat:
of both the impact of prepayments and expectedtdasses over the life of the individual loan,tbe pool (for loans grouped into a pool) .

The Company monitors actual cash collections agéisiexpectations, and revised cash flow estimatesprepared as necessary. These esti
incorporate assumptions regarding default rates, severities, value of the underlying real estatriring the loans, the amounts and timing of pneats an
other factors that reflect themurent market conditions. A decrease in expectah ¢lows in subsequent periods may indicate thatidan pool or individu
loan, as applicable, is impaired thus requiring ¢lseablishment of an allowance for loan losses loharge to the provision for loan losses. An inseca
expected cash flows in subsequent periods initr@tiuces any previously established allowancedan losses by the increase in the present valoashf flow:
expected to be collected, and results in a recatioul of the amount of accretable yield for thenlgmol. The adjustment of accretable yield duentinarease i
expected cash flows is accounted for prospectieslya change in estimate. The additional cash flewsected to be collected are reclassified fron
nonaccretable difference to the accretable yiaid, the amount of periodic accretion is adjustecatingly over the remaining life of the loans irethool o
individual loan, as applicableThe impacts of (i) prepayments, (ii) changesaniable interest rates, and (iii) any other charigethe timing of expected ce
flows are recognized prospectively as adjustmenistérest income.

An acquired distressed residential mortgage loay Imearesolved either through receipt of paymenfu(ihor in part) from the borrower, the sale oé
loan to a third party, or foreclosure of the cafal. For acquired distressed residential mortdagrs held in pools, in the event of a sale ofltta®, a gain ¢
loss on sale is recognized and reported basedeodiffierence between the sales proceeds and thgrgpamount of the acquired distressed residemt@itgag:
loan. In the case of a foreclosure, an individoahl is removed from the pool at the fair valuehef inderlying collateral less costs to sell. Fanbsatisfied t
payment in full, the loan is removed from the pdidhe Company uses the specific allocation methodhe removal of loans as the estimated cash flame
related carrying amount for each individual loar &nown. In these cases, the remaining accretable ig unaffected and any material change in raing
effective yield caused by the removal of the loamf the pool is addressed by theassessment of the estimate of cash flows for tégrospectively. Acquire
distressed residential mortgage loans subject tdifioation are not removed from the pool even ibgh loans would otherwise be considered troubldxd
restructurings because the pool, and not the iddaliloan, represents the unit of account.

For individual loans not accounted for in poolsttage sold or satisfied by payment in full, a gairloss on sale is recognized and reported bas
the difference between the sales proceeds andatingirgg amount of the acquired distressed residenibrtgage loan. In the case of a foreclosuredks i
recognized if the carrying value exceeds the falu® of the collateral (less costs to sell). A gainot recognized if the fair value of collatefi@lss costs to se
exceeds the carrying value.
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Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trusase comprised of mulfamily mortgage loans he
in five and six Freddie Mac-sponsored multi-famiySeries securitizations (the “Consolidated K-S&dieas of March 31, 2015 and December 31, 2
respectively. Based on a number of factors, werdéted that we were the primary beneficiary of e’ within the Consolidated kKSeries, met the criteria 1
consolidation and, accordingly, have consolidatedé¢ Freddie Mac-sponsored multi-familySi€ries securitizations, including their assetsilliies, income an
expenses in our financial statements. The Compasyelected the fair value option on each of thetasand liabilities held within the ConsolidatedSEries
which requires that changes in valuations in theewsand liabilities of the ConsolidatedSéries be reflected in the Company's accompanyimglense
consolidated statement of operations, as the Coynpelieves this accounting treatment more accuyratetl consistently reflects its results of operatio

Interest income is accrued and recognized as revevhen earned according to the terms of the moetdagns and when, in the opinion
management, it is collectible. The accrual of iestion loans is discontinued when, in managers@minion, the interest is not collectible in themal course ¢
business, but in no case when payment become®gtkah 90 days delinquent. Loans return to acatadlis when principal and interest become cuaedtar
anticipated to be fully collectible.

Mezzanine Loan and Preferred Equity Investmerftke Company invests in mezzanine loans and prefegeity of entities that have significant |
estate assets. The mezzanine loan is secured leggepof the borrower’s equity ownership in thegandy. Unlike a mortgage, this loan does not represern
on the property. Therefore, it is always junior authordinate to any firdten as well as second liens, if applicable, ongreperty. These loans are senior to
preferred equity or common equity interests. Paselns of mezzanine loans benefit from a right ted@se on the ownership equity in a more efficimanne
than senior mortgage debt.

A preferred equity investment is an equity invesitrie the entity that owns the underlying properBreferred equity is not secured by the under
property, but holders have priority relative to aoon equity holders on cash flow distributions amdcpeds from capital events. In addition, prefeegqdity
holders may be able to enhance their position aatbgt their equity position with covenants thatitithe entitys activities and grant the holder the exclu
right to control the property after an event ofaisf.

Mezzanine loans and preferred equity investmentgravthe risks and payment characteristics arevalgnit to mezzanine loans, are accounted {
loans held for investment and are stated at unpéitipal balance, adjusted for any unamortizedniuen or discount, deferred fees or expenses, nedloftior
allowances, and are included in receivables andradlsets. We accrete or amortize any discoungsemiums over the life of the related loan reable
utilizing the effective interest method or straiihe-method, if the result is not materially differe¥e evaluate the collectability of both interest amishcipal o
each of our loans, if circumstances warrant, t@meine whether they are impaired. A loan is imghivehen, based on current information and events
probable that we will be unable to collect all amzudue according to the existing contractual teiilsen a loan is impaired, the amount of the lassual it
calculated by comparing the carrying amount ofitivestment to the estimated fair value of the logras a practical expedient, to the value of tiateral if the
loan is collateral dependent.

Mezzanine loans and preferred equity investmenergvthe risks and payment characteristics are alguivvto an equity investment are accounte
using the equity method of accounting. Sdavestment in Limited Partnership and Limited LlabiCompanies for a description of our accounting policy
Investments in Limited Partnerships and Limitedbility Companies. The mezzanine loans and prefezrpdty investments are included in receivablesathé
assets.

Mortgage Loans Held for InvestmentMortgage loans held for investment are stated glighprincipal balance, adjusted for any unamod
premium or discount, deferred fees or expensespfnedluation allowances, and are included in nemigies and other assets. Interest income is at@mneht
principal amount of the loan based on the leas®ntractual interest rate. Amortization of premsuand discounts is recorded using the effectie&lyinethoc
Interest income, amortization of premiums and dist® and prepayment fees are reported in intenestrie. A loan is considered to be impaired when
probable that based upon current information amshisy the Company will be unable to collect all ants due under the contractual terms of the loaeesgen:
Based on the facts and circumstances of the ing@ibans being impaired, loan specific valuatiloveances are established for the excess carryahgevof the
loan over either: (i) the present value of expedtedre cash flows discounted at the loan’s oribeféective interest rate, (ii) the estimated fealue of the loarg
underlying collateral if the loan is in the proce$doreclosure or otherwise collateral dependentjii) the loan’s observable market price.
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Investments in Limited Partnership and Limited liigh Companies- In circumstances where the Company has acootrolling interest but eith
owns a significant interest or is able to exertuefce over the affairs of the enterprise, the Camgputilizes the equity method of accounting. Unither equit
method of accounting, the initial investment isr@ased each period for additional capital contidmgt and a proportionate share of the ergtityarnings ¢
preferred return and decreased for cash distribsitemd a proportionate share of the ergitpsses. Where the Company is not required to &dulitional losse
the Company does not continue to record its praguate share of the entity’s losses such thahitestment balance would go below zero.

Management periodically reviews its investmentsifopairment based on projected cash flows fromethtity over the holding period. When ¢
impairment is identified, the investments are writlown to recoverable amounts.

Federal Home Loan Bank Advance®n February 20, 2015, our wholly-owned subsidi&@teat Lakes Insurance Holdings LLC (“GLIHHecame
member of the Federal Home Loan Bank of Indianap@kHLBI"). As a member of the FHLBI, GLIH will have accessatwariety of products and servi
offered by the FHLBI, including secured advances.o& March 31, 2015, GLIH had no outstanding sedtwdvances from FHLBI and had $200 millior
available uncommitted credit for borrowings, whahount may be adjusted at the sole discretioneoFtiLBI.

Cash and Cash EquivalentsCash and cash equivalents include cash on handJrasmdue from banks and overnight deposits. The 2o
maintains its cash and cash equivalents in higitlyd financial institutions, and at times thesaihe¢s exceed insurable amounts.

Receivables and Other AssetReceivables and other assets as of March 31, 20d Dacember 31, 2014 include restricted cash helthibd partie
of $52.7 million and $54.2 million, respectivelyncluded in restricted cash is $39.6 million and .$4@illion held in our Agency 1O portfolio to be ec foi
trading purposes and $11.1 million and $11.4 millkeld by counterparties as collateral for hedgimsgruments as of March 31, 2015 and December 314
respectively. Interest receivable on mdiimily loans held in securitization trusts is alsoluded in the amounts of $24.9 million and $2&ilion as of Marcl
31, 2015 and December 31, 2014, respectively.

Financing Arrangements, Portfolio Investments The Company finances the majority of its Agency R®Burchases using repurch
agreements. Under a repurchase agreement, anisasséd to a counterparty to be repurchased atwad date at a predetermined price, which reptedé
original sales price plus interest. The Compargoants for these repurchase agreements as finanaimier ASC 860Transfers and Servicing Under AS(
860, for these transactions to be treated as fingacthey must be separate transactions andmatdi If the Company finances the purchase odetauritie
with repurchase agreements with the same countgrfsam which the securities are purchased and haifisactions are entered into contemporaneousiy
contemplation of each other, the transactions egsymed under GAAP to be part of the same arrangiemea "Linked Transaction," unless certain cidtere
met. None of the Company’s repurchase agreementscaounted for as linked transactions becausentie¢ the applicable criteria in accordance withCAS50-
10-40.

Financing Arrangements, Distressed Residential Mgt Loans- The Company finances a portion of its distressasidemtial mortgage loa
through a repurchase agreement, expiring withinyaae. The borrowing under the repurchase agreebears an interest rate of a specified margin oner
month LIBOR. The repurchase agreement is treatedcadlateralized financing transaction and isiedrat the contractual amounts, as specified imghpectiv
agreement. Costs related to the establishmenteofepurchase agreement which include underwritegpl, accounting and other fees are reflectedefsria
charges. Such costs are included on the Compamgtompanying condensed consolidated balancessimesgiceivables and other assets in the amou$il .G
million and $1.7 million as of March 31, 2015 anéd@mber 31, 2014, respectively. These deferredjebaare amortized as an adjustment to interesines
using the effective interest method, or straigh¢dmethod, if the result is not materially diffeten

Residential Collateralized Debt Obligations (“Residial CDOs")— We use Residential CDOs to permanently financeresidential mortgage loa
held in securitization trusts. For financial rejragtpurposes, the ARM loans held as collateralracerded as assets of the Company and the Resid€mO:
are recorded as the Compasdebt. The Company has completed four securitizatsince inception. The first three were accoufaeds a permanent financi
while the fourth was accounted for as a sale aondrdingly, is not included in the Company’s accompag condensed consolidated financial statements .
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M ulti-Family Collateralized Debt Obligations (“MtitFamily CDOs") — We consolidated the ConsolidatedSiéries including their debt, referrec
as Multi-Family CDOs, in our financial statementie Multi-Family CDOs permanently finance the mddtmily mortgage loans held in the Consolidated K-
Series securitizations. For financial reportinggumses, the loans held as collateral are recordadsets of the Company and the M&kimily CDOs are record
as the Company’s debt. We refer to both the RealédDOs and Multi-Family CDOs as CDOs in thisoep

Securitized Debt Securitized Debt represents thpdrty liabilities of Consolidated VIEs and excludiebilities of the VIEs acquired by the Comp:i
that are eliminated on consolidation. The Compaay éntered into several financing transactionsrésatlted in the Company consolidating as VIEsshecia
purpose entities (the “SPEdhat were created to facilitate the transactiordstanwhich underlying assets in connection withfihancing were transferred. T
Company engaged in these transactions primarilybtain permanent or longer term financing on aiporbf its multifamily CMBS and acquired distres:
residential mortgage loans.

Costs related to issuance of securitized debt whiclude underwriting, rating agency, legal, acamg and other fees are reflected as defe
charges. Such costs are included on the Compagcompanying condensed consolidated balancessinesceivables and other assets in the amou$l.§
million and $2.2 million as of March 31, 2015 aneéd@mber 31, 2014, respectively. These deferredyebare amortized as an adjustment to interesines
using the effective interest method, or straightdmethod, if the result is not materially diffeten

Derivative Financial Instruments The Company has developed risk management progaathprocesses, which include investments in dévia
financial instruments designed to manage intesgstand prepayment risk associated with its séesiiitvestment activities.

Derivative instruments contain an element of riskthe event that the counterparties may be unablmdet the terms of such agreements.
Company minimizes its risk exposure by limiting t@interparties with which it enters into contractdanks and investment banks who meet establisteeli
and capital guidelines.

The Company invests in To-Be-Announced securiti@8As”) through its Agency IO portfolio. TBAs areofwardsettling purchases and sale:
Agency RMBS where the underlying pools of mortgémgns are “To-Be-AnnouncedPursuant to these TBA transactions, we agree tohase or sell, f
future settlement, Agency RMBS with certain priradignd interest terms and certain types of undeglyollateral, but the particular Agency RMBS tc
delivered is not identified until shortly beforeetiBA settlement date. For TBA contracts that weehentered into, we have not asserted that physatdémer
is probable, therefore we have not designated tfeaard commitments as hedging instruments. Redlend unrealized gains and losses associatedheisk
TBAs are recognized through earnings as other iec(@rpense) in the condensed consolidated staterofaperations.

For derivative instruments that are designatedcaradify as a cash flow hedge, the effective portibthe gain or loss on the derivative instrume
reported as a component of OCI and reclassifiegléarnings in the same period or periods duringhvktie hedged transaction affects earnings. Thaireng
gain or loss on the derivative instruments in egadsthe cumulative change in the present valueitofe cash flows of the hedged item, if any, isognized il
current earnings during the period of change.

For instruments that are not designated or quabfa cash flow hedge, such as our use of U.S. dmeascurities or financial futures and option:
financial futures contracts, any realized and uired gains and losses associated with these mstits are recognized through earnings as othemie
(expense) in the condensed consolidated staterokaperations.

Termination of Hedging Relationships The Company employs risk management monitoring gaoes to ensure that the designated he
relationships are demonstrating, and are expectaentinue to demonstrate, a high level of effariass. Hedge accounting is discontinued on a prtgge
basis if it is determined that the hedging relaltp is no longer highly effective or expected t Highly effective in offsetting changes in fairluea of the
hedged item.

Additionally, the Company may elect to un-desigretieedge relationship during an interim period exdesignate upon the rebalancing of a hi
profile and the corresponding hedge relationshipeWhedge accounting is discontinued, the Compantinues to carry the derivative instruments at Value
with changes recorded in current earnings.

Revenue Recogniticalnterest income on our investment securities andwnmortgage loans is accrued based on the odtstaprincipal balanc

and their contractual terms. Premiums and discoasgeciated with investment securities and mortémayes at the time of purchase or origination anerizec
into interest income over the life of such secesitiising the effective yield method. Adjustmentartmrtization are made for actual prepayment dgtivi
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Interest income on our credit sensitive securiteegh as our CLOs and certain of our CMBS that wenehased at a discount to par valu
recognized based on the security’s effective istar@e. The effective interest rate on these #&zsiis based on managemeang'stimate from each security of
projected cash flows, which are estimated basetherCompanys assumptions related to fluctuations in interagts, prepayment speeds and the timing
amount of credit losses. On at least a quarterfysbéhe Company reviews and, if appropriate, makisstments to its cash flow projections basethpnot anc
analysis received from external sources, interradetfs, and its judgment about interest rates, prepat rates, the timing and amount of credit losaad othe
factors. Changes in cash flows from those originaltojected, or from those estimated at the lastluation, may result in a prospective change ir
yield/interest income recognized on these secaritie

Based on the projected cash flows from the Compsafingt loss tranche PO mufamily CMBS purchased at a discount to par valugorion of the
purchase discount is designated as non-accretaintdgse discount or credit reserve, which partiailjigates the Company'risk of loss on the mortgac
collateralizing such multiamily CMBS, and is not expected to be accreted interest income. The amount designated as atgestirve may be adjusted ¢
time, based on the actual performance of the dgcits underlying collateral, actual and projectegh flow from such collateral, economic condisi@md othe
factors. If the performance of a security with adit reserve is more favorable than forecastedortiom of the amount designated as credit reserag
accreted into interest income over time. Converséthe performance of a security with a crediewve is less favorable than forecasted, the andesignate
as credit reserve may be increased, or impairnfearges and write-downs of such securities to aewst/basis could result.

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

See"Acquired Distressed Residential Mortgage Loarfist a description of our revenue recognition poliey acquired distressed residential mortg
loans.

Manager CompensationWe are a party to separate investment managesgea¢ments with Headlands Asset Management LLCgdlads”),The
Midway Group, LP (“Midway”) and RiverBanc, LLC (“RérBanc”),with Headlands providing investment managementiseswvith respect to our investme
in certain distressed residential mortgage loangwdy providing investment management services wibpect to our investments in Agency IOs,
RiverBanc providing investment management servigiis respect to our investments in multifamily CMB®d certain commercial real estatelated det
investments. These investment management agreememigde for the payment to our investment managgrsa management fee, incentive fee
reimbursement of certain operating expenses, winielaccrued and expensed during the period fornthiey are earned or incurred.

Other Comprehensive Income (Loss)The Company comprehensive income/(loss) available to comntookbolders includes net income,
change in net unrealized gains/(losses) on itdahlaifor sale securities and its derivative hedgirstruments, currently comprised of interest mataps, (to th
extent that such changes are not recorded in empiadjusted by realized net gains/(losses) rsified out of accumulated other comprehensive ireffioss
for available for sale securities and is reducedibidends declared on the Company’s preferredkstoc

Employee Benefits PlarnsThe Company sponsors a defined contribution ttam “Plan”)for all eligible domestic employees. The Plan diedias .
deferred salary arrangement under Section 401(khefinternal Revenue Code of 1986, as amended‘ifiternal Revenue Code”lThe Company made
contributions to the Plan for the three months dridarch 31, 2015 and 2014 .

Stock Based CompensatierCompensation expense for equity based awards anl ssued for services are recognized over théngeperiod o
such awards and services based upon the fair eéline stock at the grant date.

Income Taxes- The Company operates in such a manner so as tdfygaal a REIT under the requirements of the InteiRavenue Cod
Requirements for qualification as a REIT includeimas restrictions on ownership of the Compangtock, requirements concerning distribution ofatde
income and certain restrictions on the nature eétssand sources of income. A REIT must distritafitieast 90% of its taxable income to its stockbdo
which 85% plus any undistributed amounts from thierpyear must be distributed within the taxableyée order to avoid the imposition of an excise.
Distribution of the remaining balance may extentldimely filing of the Companys tax return in the subsequent taxable year. Qurdifdistributions of taxab
income are deductible by a REIT in computing tagzabtome.
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Certain activities of the Company are conducteduph TRSs and therefore are subject to federal \amus state and local income ta
Accordingly, deferred tax assets and liabilitiee e¥cognized for the future tax consequences at#iile to differences between the financial statgrarrying
amounts of existing assets and liabilities andrtfesipective tax bases. Deferred tax assets dbitities are measured using enacted tax rates éxqpéa apply t
taxable income in the years in which those tempodifferences are expected to be recovered oresetiThe effect on deferred tax assets and ligdslitf
change in tax rates is recognized in income irpthréod that includes the enactment date.

ASC 740,Income Taxes provides guidance for how uncertain tax positishsuld be recognized, measured, presented, acldghs in the financi
statements. ASC 740 requires the evaluation ofptasitions taken or expected to be taken in theseoof preparing the Compasytax returns to determi
whether the tax positions are “more-likely-thanznot being sustained by the applicable tax authofitysituations involving uncertain tax positionsated tc
income tax matters, we do not recognize benefilsssrit is more likely than not that they will bestained. ASC 740 was applied to all open taxablryas «
the effective date. Managementieterminations regarding ASC 740 may be subgeotview and adjustment at a later date based aorfaincluding, but ni
limited to, an ongoing analysis of tax laws, reg¢jolas and interpretations thereof. The Company seitlognize interest and penalties, if any, relabedncertail
tax positions as income tax expense.

Earnings Per Share Basic earnings per share excludes dilution andmsputed by dividing net income available to comnstockholders by tt
weightedaverage number of shares of common stock outstgrfdinthe period. Diluted earnings per share rédlebe potential dilution that could occu
securities or other contracts to issue common siaale exercised or converted into common stoclesulted in the issuance of common stock that thared ir
the earnings of the Company.

Segment Reporting ASC 280, Segment Reporting, is the authoritativedance for the way public entities report infornsatiabout operatir
segments in their annual financial statements. YéeaaREIT focused on the business of acquiringestiag in, financing and managing primarily mortgag
related and financial assets, and currently opémadely one reportable segment.

Summary of Recent Accounting Pronouncements
Receivables (ASC 310)

In April 2014, the FASB issued ASU 2014-0Receivables—Troubled Debt Restructurings by Cresli{Subtopic 310-40)Reclassification ¢
Residential Real Estate Collateralized Consumertlyige Loans upon Foreclosu(*ASU 2014-04"). The amendments of this ASU are intended to clavifer
a creditor should be considered to have receivgdipal possession of residential real estate ptppetlateralizing a consumer mortgage loan suei tihe loa
should be derecognized and the real estate re@riiz addition, the amendments clarify that asuhstance repossession or foreclosure occurs, arediigor i
considered to have received physical possessiogsafential real estate property collateralizingpbasumer mortgage loan, upon either: (1) the aedibtaining
legal title to the residential real estate propefpn completion of a foreclosure, or (2) the bapoconveying all interest in the residential restiate property
the creditor to satisfy that loan through completid a deed in lieu of foreclosure or through aikimegal agreement. ASU 20D# became effective for t
Company beginning January 1, 2015. The adoptiokStd 201404 did not have a material effect on our financ@hdition, results of operations and disclost

Transfers and Servicing (ASC 860)

In June 2014, the FASB issued ASU 2014-Trgnsfers and Servicing: RepurchaseMaturity Transaction, Repurchase Financings, anddisure
(“ASU 2014-09"). This guidance requires repurchseaturity transactions to be accounted for as secbogrowings as if the transferor retains effec
control, even though the transferred financial &saee not returned to the transferor at settlen®&8tU 201409 also eliminates existing guidance for repurc
financings and requires instead that entities clamsthe initial transfer and the related repurchageement separately when applying the derecog
requirements of ASC 860, Transfers and Servicingw Nlisclosures will be required for (1) certainnBactions accounted for as secured borrowings 2)
transfers accounted for as sales when the tramsédso retains substantially all of the exposurethte economic return on the transferred financiset
throughout the term of the transaction. ASU 201468ame effective for the Company beginning Jantia®015. The adoption of ASU 2014-did not have
significant effect on our financial condition, rétswof operations and disclosures.
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Revenue Recognition (Topic 6(

In May 2014, the FASB issued ASU 2014-8&venue from Contracts with Custom@sSU 2014-09"). This guidance creates a new, pplecbasel
revenue recognition framework that will affect fgagvery revenue-generating entity. ASU 209l-also creates a new topic in the Codificationpid®0¢
(“ASC 606"). In addition to superseding and rephachearly all existing U.S. GAAP revenue recogmitguidance, including industigpecific guidance, AS
606 does the following: (1) establishes a new abitased revenue recognition model; (2) changes this Bar deciding when revenue is recognized ovee tbi
at a point in time; (3) provides new and more dethiguidance on specific aspects of revenue retiogniand (4) expands and improves disclosurest
revenue. ASC 606 is effective for public businestties for annual reporting periods beginning aBecember 15, 2016, including interim periods ¢irerEarly
application is not permitted for public businesstes. The Company is currently assessing the @nphthis guidance.

Consolidation (Topic 810)

In August 2014, the FASB issued ASU 2014-Measuring the Financial Assets and the FinanciaHilities of a Consolidated Collateraliz
Financing Entity(“ASU 2014-13").For entities that consolidate a collateralizedriciag entity within the scope of this update, ati@pto elect to measure 1
financial assets and the financial liabilities lot collateralized financing entity using eithee theasurement alternative included in this UpdafEopic 820 ol
fair value measurement is provided. The guidanegféctive for fiscal years beginning after Decemb®, 2015, and the interim periods within thosed year:
Early adoption is permitted as of the beginningufannual period. The Company is currently assg$bmimpact of this guidance.

Consolidation (Topic 810)

In February 2015, the FASB issued ASU 2015A82endments to the Consolidation AnalyssSU 2015-02"). The update is intended to impr¢
targeted areas of consolidation guidance for legéties such as limited partnerships, limited iligbcorporations, and securitization structuresliateralize:
debt obligations, collateralized loan obligatioasd mortgage-backed security transactiohbg guidance is effective for fiscal years begignafter Decemb:
15, 2015, and the interim periods within thosedisears. Early adoption is permitted as of theifr@gg of an annual period. We do not expect thepéidn o
ASU 201443 to have a significant effect on our financiahdibion, results of operations and disclosures. Thenpany is currently assessing the impact o
guidance.

Interest- Imputation of Interest (Topic 835)

In April 2015, the FASB issued ASU 2015-08terest - Imputation of Interest (Subtopic 83\ Simplifying the Presentation of Debt Issuaf@est:
(“ASU 2015-03"). The amendments in ASU 20Q3-are intended to simplify the presentation oftdefuance costs. These amendments require thiisdabnc
costs related to a recognized debt liability bespréed in the balance sheet as a direct deductiom the carrying amount of that debt liability, ststent witt
debt discounts. The recognition and measuremedggue for debt issuance costs are not affectetidopmendments in this ASU. The guidance is effedi
financial statements issued for fiscal years bagmafter December 15, 2015, and interim periodbiwithose fiscal years. The Company is currenglgeasin
the impact of this guidance.

16




3. Investment Securities Available For Sale

Investment securities available for sale consisheffollowing as of March 31, 2015 and December281L4 (dollar amounts in thousands):

March 31, 2015 December 31, 201 4
Amortized Unrealized Amortized Unrealized
Cost Gains Losses Fair V alue Cost Gains Losses Fair Value
Agency RMBS:
Agency ARMs
Freddie Mac $ 56,53: $ 22¢  $ (76) $ 56,68¢ $ 57,597 $ 5 $ 488 $ 57,16¢
Fannie Mae 108,91: 264 (348 108,82¢ 113,19: 81 (1,037 112,23¢
Ginnie Mae 11,657 — (125) 11,53 12,55 — (259) 12,29:
Total Agency ARMs 177,10: 492 (549 177,04¢ 183,34 13€ (1,789 181,69:
Agency Fixed Rate
Freddie Mac 36,82¢ — (302) 36,527 37,80( — (629) 37,17:
Fannie Mae 436,13. — (6,520 429,61. 451,69 — (10,189 441,51(
Total Agency Fixed Rate 472,96. — (6,829 466,13¢ 489,49 — (10,819 478,68
Agency 10s®)
Freddie Mac 36,73¢ 57t (5,861 31,45: 38,84« 27¢ (5,779 33,33¢
Fannie Mae 51,02¢ 87¢€ (7,08)) 44,82 53,66¢ 741 (6,38¢) 48,01¢
Ginnie Mae 41,05t 56C (6,519 35,10: 42,99 31C (5,527 37,77¢
Total Agency I0s 128,82: 2,011 (19,456 111,37¢ 135,50: 1,32¢ (17,699 119,13:
Total Agency RMBS 778,88« 2,50¢ (26,82) 754,56 808,33¢ 1,46( (30,29) 779,50!
Non-Agency RMBS 1,967 81 (201) 1,847 2,061 69 (197) 1,93¢
U.S. Treasury securities 9,997 — 4 9,99: — — — —
CLOs 28,59¢ 6,541 — 35,14 26,14( 9,06° — 35,20
Total investment securities
available for sale $ 819,44« $ 9132 $ (27,03) $ 80154 $ 83653 $ 1059: $ (30,487 $ 816,64
CMBS $ 26,78. $ 12,46¢ $ — 3 39,25. $ 26,190 $ 12,40 $ — 3 38,59«
Total investment securities
available for sale held in
securitization trusts $ 26,78. $ 12,46¢ $ — % 39,25, $ 26,190 $ 12,40 $ — 3% 38,59«

(M Included in investment securities available foesa of March 31, 2015 and December 31, 2014 aea@glOs. Agency I0s are measured at fair value
through earnings.

During the three months ended March 31, 2015, tragany had no sales of investment securities dlaifar sale.
Actual maturities of our available for sale sedestare generally shorter than stated contractalimties (which range up to 30 years), as the'
affected by the contractual lives of the underlyingrtgages, periodic payments and prepaymentsin€ipal. As of March 31, 2015 and December 31, 2

based on management'’s estimates using three mamtthital Constant Prepayment Rate (“CPR”), theghteid average life of the Compasgydvailable for sa
securities portfolio was approximately 5.00 andb4¢@ars, respectively.
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The following table sets forth the weighted averéiges our investment securities available for sadeof March 31, 2015 and December 31, .
(dollar amounts in thousands):

March 31, December 31,
Weighted Average Life 2015 2014
0to 5 years $ 398,060 $ 393,08(
Over 5 to 10 years 323,62: 365,38¢
10+ years 79,85¢ 58,18
Total $ 801,54« $ 816,64"

The following tables set forth the stated resetqolsrof our investment securities available foesatd investment securities available for sale
securitization trusts at March 31, 2015 and Decerlhe2014 at carrying value (dollar amounts irutends):

March 31, 2015 December 31, 201 4
Less than € 6to 24 More than Less than € 6to 24 More than
months months 24 months Total months months 24 months Total

Agency RMBS $ 12142 $ 1963( $ 61351 $ 75456. $ 89,44: $ 21,74¢ $ 668,317 $ 779,50
Non-Agency RMBS 1,58¢ 25¢€ — 1,84 1,93¢ — — 1,93¢
U.S. Treasury securities 9,99: — — 9,99: — — — —
CLOs 35,14 — — 35,14 35,20:¢ — — 35,20:¢
Total investment securities

available for sale $ 168,14 $ 19,88¢ $ 61351 $ 80154 $ 12658 $ 21,74¢ $ 668,317 $ 816,64
CMBS $ — 3 — 3 39,25 $ 39,25 $ — 3 — 3 38,59: $ 38,59
Total investment securities

available for sale held in

securitization trusts $ — % —  $ 39,25 $ 39,25 $ —  $ —  $ 38,59: $ 38,59

The following tables present the Company's inveatrsecurities available for sale in an unrealizess Iposition reported through OCI, aggregate
investment category and length of time that indialdsecurities have been in a continuous unrealizssl position at March 31, 2015 and December 814
(dollar amounts in thousands):

March 31, 2015 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 $ 127t $ 2 $ 568,72( $ (7,317 $ 569,99 $ (7,319
Non-Agency RMBS — — 922 (202) 922 (201)
Total investment securities available for s $ 1278 $ 2 s 569,64: $ (7,519 $ 57091 $ (7,520)
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December 31, 2014 Less than 12 Months Greater than 12 months Total

Gross Gross Gross
Carrying Unrealized Carrying Unrealized Carrying Unrealized
Value Losses Value Losses Value Losses
Agency RMBS $ — 3 — % 638,93« $ (12,59) $ 638,93« $ (12,597
Non-Agency RMBS — — 967 (197) 967 (191)
Total investment securities available for s $ — $ — $ 639,90! $ (12,789 $ 639,90! $ (12,789

For the three months ended March 31, 2015 and 2B&4;ompany recognized no other-than-temporaraimgent through earnings.
4. Residential Mortgage Loans Held iSecuritization Trusts (Net) and Real Estate Owned

Residential mortgage loans held in securitizatiosts (net) consist of the following as of March 3015 and December 31, 2014, respectively (c
amounts in thousands):

March 31, December 31,
2015 2014
Unpaid principal balance $ 145,69 $ 152,27:
Deferred origination costs — net 924 96¢
Reserve for loan losses (3,947) (3,63)
Total $ 142,670 $ 149,61«

Allowance for Loan LossesThe following table presents the activity in then@@any's allowance for loan losses on residentiatgage loans held
securitization trusts for the three months endedckl&1, 2015 and 2014, respectively (dollar amoumtiousands):

Three months Ended March 31,

2015 2014
Balance at beginning of period $ 3,631 $ 2,98¢
Provisions for loan losses 31C 16
Transfer to real estate owned 1 (157)
Charge-offs — —
Balance at the end of period $ 394: $ 2,84¢

On an ongoing basis, the Company evaluates theuadg®f its allowance for loan losses. The Compsafowance for loan losses as of March
2015 was $3.9 million, representing 271 basis paiftthe outstanding principal balance of residgtians held in securitization trusts as of Madah 2015, ¢
compared to 238 basis points as of December 314.28d part of the Company’allowance for loan loss adequacy analysis, managewill assess an ovel
level of allowances while also assessing credisdesinherent in each ngerforming residential mortgage loan held in se@aiion trusts. These estime
involve the consideration of various credit relatactors, including but not limited to, current lsing market conditions, current loan to value stitelinquenc
status, the borrower’s current economic and cigdius and other relevant factors.

Real Estate Owned Fhe following table presents the activity in then@anys real estate owned held in residential securitimatusts for the thre
months ended March 31, 2015 and 2014, respectfdeljar amounts in thousands):

Three months Ended March 31,

2015 2014
Balance at beginning of period $ 96t $ 1,10¢
Write downs — (22)
Transfer from/(to) mortgage loans held in secuattan trusts (192 55
Disposal (315) (361)
Balance at the end of period $ 458 $ 78C
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Real estate owned held in residential securitipatiasts are included in receivables and othertasse the accompanying condensed consolit
balance sheets and write downs are included inigioov for loan losses in the accompanying condersetsolidated statements of operations for repg
purposes.

All of the Companys mortgage loans and real estate owned held idenetsal securitization trusts are pledged as caitdtfor the Residential CD(
issued by the Company . As of March 31, 2015 aedenber 31, 2014, the Compasyiet investment in the residential securitizatists, which is tr
maximum amount of the Compasyinvestment that is at risk to loss and represietslifference between (i) the carrying amounthef mortgage loans and r
estate owned held in residential securitizatiostgand (ii) the amount of Residential CDOs outditagy was $5.3 million and $5.6 million, respechjie

Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of March 31, 2015, we had 33 delinquent loanth win aggregate principal amount outstanding of@pmately $18.3 million categorized
Residential Mortgage Loans Held in Securitizationsts (net). Of the $18.3 million in delinquentrisa$9.3 million, or 51%, are under some form afgerary
modified payment plan. The table below shows delémgies in our portfolio of residential mortgagarie held in securitization trusts, including restla&
owned (“REQO”) through foreclosure, as of March 2@15 (dollar amounts in thousands):

March 31, 2015

Number of

Delinquent Total % of Loan
Days Late Loans Unpaid Principal Portfolio
3C-60 1 $ 192 0.13%
61-90 — $ — 0.00%
9C+ 32 $ 18,07¢ 12.28%
Real estate owned through foreclosure 4 $ 1,452 0.99%

As of December 31, 2014, we had 33 delinquent ledtis an aggregate principal amount outstandingpgdroximately $18.5 million categorized
Residential Mortgage Loans Held in Securitizatiansts (net). Of the $18.5 million in delinquentriga$9.4 million, or 51%, are under some form ofified
payment plan. The table below shows delinquenciesir portfolio of residential mortgage loans higldecuritization trusts, including real estate ednhroug!
foreclosure (REO), as of December 31, 2014 (daltaounts in thousands):

December 31, 2014

Number of

Delinquent Total % of Loan
Days Late Loans Unpaid Principal Portfolio
30-60 4 $ 1,527 0.99%
61-90 — $ — 0.00%
90+ 29 $ 16,997 11.01%
Real estate owned through foreclosure 6 $ 2,10C 1.36%

The geographic concentrations of credit risk extee8% of the total loan balances in our residémtiartgage loans held in securitization trusts
real estate owned held in residential securitiratiosts as of March 31, 2015 and December 31, 264 4s follows:

March 31, December 31,
2015 2014
New York 35.8% 36.1%
Massachusetts 23.(% 24.(%
New Jerse) 11.5% 10.9%
Florida 6.€% 6.2%
Connecticut 6.2% 5.€%
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Distressed Residential Mortgage Loans

As of March 31, 2015 and December 31, 2014, theyicar value of the Compang’distressed residential mortgage loans, includiistresse

residential mortgage loans held in securitizatioists , amounts to approximately $569.0 million &682.7 million, respectively.

The Company considers its purchase price for tiséredised residential mortgage loans, includingretised residential mortgage loans hel

securitization trusts, to be at fair value at theedf acquisition. The Company only establisheallavance for loan losses subsequent to acquisitio

There were no acquisitions of distressed residemiietgage loans during the three months ended IMai¢ 2015.

The following table presents information regardihg estimates of the contractually required paysyghe cash flows expected to be collected

the estimated fair value of the distressed residiemortgage loans acquired during the three moatiged March 31, 2014 (dollar amounts in thousands)

March 31, 2014

Contractually required principal and interest $ 11,50:
Nor-accretable yield (2,959
Expected cash flows to be collected 8,541
Accretable yield (3,76¢)
Fair value at the date of acquisition $ 4,77¢

The following table details activity in accretalyield for the distressed residential mortgage lparduding distressed residential mortgage loagld

in securitization trusts, for the three months ehlliarch 31, 2015 and 2014, respectively (dollar an®in thousands):

(

March 31, 201 5 March 31, 201 4

Balance at beginning of period $ 640,41t $ 171,11
Additions 1,317 35,85!
Disposals (12,65%) (44,567
Accretion (10,219 (4,349
Balance at end of perid#) $ 618,85 $ 158,05:

D Accretable yield is the excess of the distresssidieatial mortgage loansash flows expected to be collected over the pseipsice. The cash flows expec
to be collected represents the Comparsstimate of the amount and timing of undiscouménicipal and interest cash flows. Additions irdduaccretab
yield estimates for purchases made during the gexi@ reclassification to accretable yield from axmretable yield. Deletions include distresseddmdia
mortgage loan dispositions, which include refinagcisale and foreclosure of the underlying colitand resulting removal of the distressed residk
mortgage loans from the accretable yield, and ssdiaations from accretable to nonaccretable yiélitie reclassifications between accretable
nonaccretable yield and the accretion of intenesbrine is based on various estimates regardinggesiormance and the value of the underlying retdte
securing the loans. As the Company continues tatepils estimates regarding the loans and the lymaigrcollateral, the accretable yield may cha
Therefore, the amount of accretable income recométe three-month period ended March 31, 20®mt:necessarily indicative of future results.
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The geographic concentrations of credit risk exoee®% of the unpaid principal balance of our dissed residential mortgage loans, inclu
distressed residential mortgage loans held in gexation trusts, as of March 31, 2015 and Decen®ier2014, respectively, are as follows:

March 31, December 31,
2015 2014
Florida 12.5% 12.2%
California 8.6% 8.€%
North Caroling 8.4% 8.2%
Georgia 7.C% 6.5%
New York 5.2% 5.1%

The Companys distressed residential mortgage loans held inrg&ation trusts with a carrying value of appnmetely $213.3 million and $221
million at March 31, 2015 and December 31, 201dpeetively, are pledged as collateral for certdithe Securitized Debt issued by the Company (sate M)
In addition, distressed residential mortgage loaitls a carrying value of approximately $324.0 roifliand $327.4 million at March 31, 2015 and Decen3t¢
2014, respectively, are pledged as collateral fidiaater Repurchase Agreement, with Deutsche Bank@ggman Islands Branch (see Note 10).

6. Consolidated K-Series

The Company has elected the fair value option enas$sets and liabilities held within the ConsokdaK-Series, which requires that change
valuations in the assets and liabilities of the s€tidated K-Series be reflected in the Compangtestients of operations. Our investment in the Cafeted K-
Series is limited to the multi-family CMBS comprisef first loss tranche PO securities and/or cert@is issued by certain Keries securitizations with
aggregate net carrying value of $293.2 million &8d7.5 million at March 31, 2015 and December B142 respectively ¢ee Note 7J.

The condensed consolidated balance sheets of theolliated KSeries at March 31, 2015 and December 31, 201dectsely, are as follows (doll
amounts in thousands):

March 31, December 31,
Balance Sheets 2015 2014
Assets
Multi-family loans held in securitization trusts $ 7,399,85. $ 8,365,51
Receivables 24,87¢ 29,80¢
Total Assets $ 742472 $ 8,395,32:
Liabilities and Equity
Multi-family CDOs $ 7,106,68. $ 8,048,05:
Accrued expenses 24,42¢ 29,35¢
Total Liabilities 7,131,101 8,077,40
Equity 293,62: 317,91¢
Total Liabilities and Equity $ 7,424,772 % 8,395,32,

The multifamily loans held in securitization trusts had apaid principal balance of approximately $6.9 billiand $7.9 billion at March 31, 2C
and December 31, 2014, respectively. The nfattiily CDOs had an unpaid principal balance of agpnately $6.9 billion and $7.9 billion at March,3201¢
and December 31, 2014, respectively. As of March2B15 and December 31, 2014, the current weigiwedage interest rate on these midtihily CDOs wa
3.98% and 4.15%, respectively .

In February 2015, the Company sold a first lossse€urity in one of the Company’s Consolidate@&ries obtaining total proceeds of approxims

$44.3 million and realizing a gain of approximatéi§.5 million. The sale resulted in a de-consoiahatof $1.1 billion in MultiFamily loans held in
securitization trust and $1.0 billion in Multi-FamiCDOs.
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The Company does not have any claims to the assefsligations for the liabilities of the Consoltdd K-Series (other than the security represe
by our first loss piece). We have elected the ¥alue option for the Consolidated K-Series. Thefagtvalue of our investment in the Consolidate¢S&ries
which represents the difference between the cagrymlues of multi-family loans held in securitizati trusts less the carrying value of mdiétimily CDOs
approximates the fair value of our underlying séms. The fair value of our underlying securitissdetermined using the same valuation methodo&ypu
CMBS investments available for sale (see Note 14) .

The condensed consolidated statements of operaifathe Consolidated tSeries for the three months ended March 31, 208i528t4, respectivel
are as follows (dollar amounts in thousands):

Three Months Ended March 31,

Statements of Operations 2015 2014
Interest income $ 66,30C $ 74,94«
Interest expense 60,09¢ 68,74
Net interest income 6,20¢ 6,197
Unrealized gain on multi-family loans and debt hieldecuritization trusts, net 13,62¢ 4,92¢
Net Income $ 19,83 $ 11,128

The geographic concentrations of credit risk exoep8% of the total loan balances related to ourBSMnvestments included in investment secul
available for sale and multi-family loans held @csritization trusts as of March 31, 2015 and Ddwem31, 2014, respectively, are as follows:

March 31, December 31,
2015 2014
California 13.7% 13.5%
Texas 12.¢% 12.5%
New York 8.C% 7.7%
Maryland 5.2% 5.2%

7. Use of Special Purpose EntitiesdVariable Interest Entities

A Special Purpose Entity (“SPET an entity designed to fulfill a specific limitetked of the company that organized it. SPEs #es aised t
facilitate transactions that involve securitizirigaicial assets or rgecuritizing previously securitized financial asseThe objective of such transactions
include obtaining nomecourse financing, obtaining liquidity or refinamg the underlying securitized financial assetsroproved terms. Securitization invol\
transferring assets to an SPE to convert all asrign of those assets into cash before they whbalde been realized in the normal course of busitheeagh th
SPES issuance of debt or equity instruments. Investoan SPE usually have recourse only to the sagsé¢ihe SPE and depending on the overall structitiee
transaction, may benefit from various forms of dretthancement, such as oweateralization in the form of excess assetdha $PE, priority with respect
receipt of cash flows relative to holders of otdebt or equity instruments issued by the SPE, limeaof credit or other form of liquidity agreemettiat is
designed with the objective of ensuring that ineesteceive principal and/or interest cash flowtteminvestment in accordance with the terms of tineiestmer
agreement.

The Company has evaluated its CMBS investmentsraudie Mac-sponsored Beries securitizations to determine whether they \AEs. Ir
addition, the Company also evaluated its financitrgasactions, such as its Residential CDOs comglét 2005, its multi-family CMBS reecuritizatiol
transaction completed in May 2012, its collateedizecourse financing transactions completed ineither 2013 and its distressed residential mortdyzey:
securitization transactions completed in Decemlfdr22 July 2013 and September 2013 (each a “Fingri¢l&” and collectively, the “Financing VIEs"anc
concluded that the entities created to facilitateheof the transactions are VIEs.
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The Company then completed an analysis of whetteMEs should be consolidated by the Company,daseconsideration of its involvement
each of the VIEs, including the design and purprfshe SPE, and whether its involvement reflectettrolling financial interest that resulted irrt8@ompan
being deemed the primary beneficiary of the VIEsdetermining whether the Company would be considi¢he primary beneficiary, the following factovere
assessed:

° whether the Company has both the power to dihecactivities that most significantly impact thmaomic performance of the VIE; and
° whether the Company has a right to receive benefiabsorb losses of the entity that could bem@lly significant to the VIE.

The Company has determined that it has a variabdesst in the Consolidated K-Series for whicls ithie primary beneficiary and has a controlling
financial interest and, accordingly, has consotdaheir assets, liabilities, income and expenséisa accompanying consolidated financial statemgsge Note
2 and 6).

Also, based on its evaluation of the factors disedsabove, including its involvement in the purpaseé design of the entity, the Company deterr
that the Financing VIEs met the criteria for cordation and, accordingly, consolidated the FinagdifiEs created to facilitate these transactionsfadarch 31
2015.

In September 2014, the Company, through a wholyied subsidiary, repurchased $52 million of owditag notes issued in connection with
Companys November 2012 collateralized recourse financiagdaction. The repurchase of the notes resuitéldei simultaneous (i) termination of the Clv
master repurchase agreement entered into by #dfiliaf the Company in connection with the Noven@42 collateralized recourse financing transacfant
the related repayment of outstanding borrowingsetlveder) and (ii) transfer back to the Companyhef multifamily CMBS serving as collateral for the ¢
million of borrowings. The master repurchase agm@nentered into in November 2012 was scheduledatmire in November 2015. In connection with thew
termination of the master repurchase agreement dmepany recognized a loss on extinguishment of de$3.4 million, which included unamortized dédzsue
costs of $0.4 million from the transaction. Theagment of the notes and the termination of the enasipurchase agreement deconsolidated the Firganti
that facilitated the transaction as of December2814 .
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The following table presents a summary of the asaet liabilities of these consolidated VIEs. totenpany balances have been eliminate
purposes of this presentation.

Assets and Liabilities of consolidated VIEs as adrivh 31, 2015 (dollar amounts in thousands):

Non-financed

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

Investment securities available for sale, a

fair value held in securitization trusts $ 39,25 $ — % — % — % — % 39,25!
Residential mortgage loans held in

securitization trusts (net) — — — 142,67 — 142,67
Distressed residential mortgage loans hel

securitization trust, (net) — — 213,29¢ — — 213,29¢
Multi-family loans held in securitization

trusts, at fair value 1,286,00! 4,810,85: — — 1,302,99- 7,399,85:
Receivables and other assets 5,05¢ 15,54¢ 15,53 1,00% 5,52 42,66¢
Total assets $ 1,330,31! $ 4,826,39 $ 228,82 $ 143,68: $ 1,30851 $ 7,837,74.
Residential collateralized debt obligations $ — % — % — % 138,360 $ — % 138,36°
Multi-family collateralized debt obligations

at fair value 1,232,711 4,634,31: — — 1,239,65: 7,106,68:
Securitized debt 27,771 55,85 116,68: — — 200,31:
Accrued expenses and other liabilities 4,56: 14,63¢ 41¢€ 15 5,42z 25,05;
Total liabilities $ 1,265,050 $ 4,704,801 $ 117,09¢ $ 138,38 $ 1,245,070 $ 7,470,41.

&) The Company classified the multi-family CMBS issumdtwo K-Series securitizations and held by this Financitlg &s available for sale securi

as the purpose is not to trade these securitibs. Fihancing VIE consolidated one K-Series seaattion that issued certain of the mdéimily CMBS
owned by the Company, including its assets, liaeslj income and expenses, in its financial statesp@s based on a number of factors, the Con
determined that it was the primary beneficiary bad a controlling financial interest in this pautar K-Series securitizationsge Note §.

The multifamily CMBS serving as collateral under the Novem®@13 collateralized recourse financing are cosgatiof securities issued from th
separate Freddie Mac-sponsored multi-family K-Sesecuritizations. The Financing VIE consolidateese KSeries securitizations, including tt
assets, liabilities, income and expenses, in iitarftial statements as based on a number of fathers<Company determined that it was the prir
beneficiary and has a controlling financial intéiessuch K-Series securitizationsée Note §.

One of the Company’s Freddie Mac-sponsored muttiffa K-Series securitizations included in the Cdidated K-Series is not subject to &
financing as of March 31, 2015. In February 20h®, Company sold a first loss PO security in onthefCompany’s Consolidated 8eries obtainin
total proceeds of approximately $44.3 million aselizing a gain of approximately $1.5 million. Téale resulted in a desnsolidation of $1.1 billic
in Multi-Family loans held in a securitization ttwsd $1.0 billion in Multi-Family CDOs.

@

3
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Assets and Liabilities of consolidated Financing¥las of December 31, 2014 (dollar amounts in uds):

Non-financed

Financing VIEs VIEs
Distressed
Multi -family _ Residential Residential
CMBS re- Collateralized Mortgage Mortgage
securitization Recourse Loan Loan Multi -family
@) Financing (@ Securitization ~ Securitization CMBS ) Total

Investment securities available for sale, a

fair value held in securitization trusts ~ $ 38,59 $ — % — 3 — 3 — 3 38,59/
Residential mortgage loans held in

securitization trusts (net) — — — 149,61« — 149,61«
Distressed residential mortgage loans hel

securitization trust (net) — — 221,59: — — 221,59:
Multi-family loans held in securitization

trusts, at fair value 1,273,63: 4,720,90i — — 2,370,97. 8,365,51
Receivables and other assets 5,097 15,63! 39,08¢ 1,54 10,40¢ 71,76¢
Total assets $ 1,317,322 $ 4,736,53' $ 260,670 $ 151,15¢ $ 2,381,388 $ 8,847,07:
Residential collateralized debt obligations $ — % — % — % 14554: $ - $ 145,54
Multi-family collateralized debt obligations

at fair value 1,221,55! 4,558,06! — — 2,268,43. 8,048,05:
Securitized debt 27,66( 55,85: 149,36 — — 232,87"
Accrued expenses and other liabilities 4,581 14,63¢ 1,024 14 10,30« 30,56:
Total liabilities $ 1,253,791 $ 462855 $ 150,38t $ 145,55t $ 2,27873 $ 8,457,03

W The Company classified the multi-family CMBS issumdtwo K-Series securitizations and held by thisaRcing VIE as available for sale securities

as the purpose is not to trade these securitiae. Financing VIE consolidated one K-Series sea@atiton that issued certain of the mdémily CMBS
owned by the Company, including its assets, liaédj income and expenses, in its financial statespas based on a number of factors, the Company
determined that it was the primary beneficiary bad a controlling financial interest in this pautar K-Series securitizationsee Note ).

The multifamily CMBS serving as collateral under the Novem®@13 collateralized recourse financing are cosgatiof securities issued from th
separate Freddie Mac-sponsored multi-family K-Sesecuritizations. The Financing VIE consolidatesse KSeries securitizations, including tt
assets, liabilities, income and expenses, in iitarftial statements as based on a number of fathersompany determined that it was the prir
beneficiary and has a controlling financial intéres such K-Series securitizationssée Note 6. In September 2014, the Company repaic
Companys outstanding notes from its collateralized receuisancing transaction completed in November 2@4th a principal amount of $52
million. With the repayment of the notes, the Compgerminated and deconsolidated the Financing M facilitated the financing transaction
the multi-family CMBS serving as collateral on thetes were transferred back to the Company.

Two of the Company’s Freddie Mac-sponsored muliiifa K-Series securitizations included in the Cdidated K-Series are not subject to ¢
Financing VIE as of December 31, 2014.

(©)}
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The following table summarizes the Company’s séized debt collateralized by mulamily CMBS and distressed residential mortgagado@olla
amounts in thousands):

Distressed
Multi-family Residential
CMBS Collateralized Mortgage
Re-securitization Recourse Loan
(1) Financing (2) Securitization s(3)
Original Face amount of Notes issued by the VIE puncthased by 3rd party investors $ 35,000 $ 55,85 $ 176,97(
Principal Amount at March 31, 2015 $ 34,13t $ 55,85: $ 116,68:
Principal Amount at December 31, 2014 $ 34,20t $ 55,85! $ 149,36«
Carrying Value at March 31, 2018) $ 21777 $ 55,85 $ 116,68:
Carrying Value at December 31, 204 $ 27,66( $ 55,85: $ 149,36«
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 t@isaprimarily for the purpose of obtaining norceerse financing on a portion of its mulimily
CMBS portfolio. As a result of engaging in thisrtsaction, the Company remains economically exptséide first loss position on the underlying multi-
family CMBS transferred to the Consolidated VIE eTttolders of the Note have no recourse to the génexdit of the Company, but the Company ¢
have the obligation, under certain circumstanaesepurchase assets upon the breach of certaiesemations and warranties. The Company will re
o all remaining cash flow, if any, through its reghownership.

The Company entered into a CMBS Master Repurch@seefnent with a three-year term for the purposignahcing a portion of its mulfiamily CMBS
portfolio. In connection with the transaction, tBempany agreed to guarantee the due and punctyalepa of its whollyewned subsidiary's obligatio
under the CMBS Master Repurchase Agreement.

(3)  The Company engaged in these transactions égoihpose of financing distressed residential nagiégoans acquired by the Company. The distressed
residential mortgage loans serving as collatenaltfe financings are comprised of performing, refgrening and to a lesser extent non-performinggdix
and adjustable-rate, fully-amortizing, interestyoahd balloon, seasoned mortgage loans securddsbiiens on one to four family properties. Twotbé
four securitization transactions provide for a fgirg period of one to two years from the datetaf tespective financing (“Revolving Period”) whexe
principal payments will be made on the note. ABlt@roceeds generated by the distressed residemigage loans and received by the respective
securitization trust during the Revolving Perioffeapayment of interest on the note, reserve artsoaind certain other transaction expenses, will be
available for the purchase by the trust of addélanortgage loans that satisfy certain eligibittjteria.

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

The following table presents contractual maturitipimation about the Financing VIESs' securitizeddas of March 31, 2018nd December 31, 20:
respectively:

March 31, December 31,

Scheduled Maturity (principal amount) 2015 2014

(Dollar amount in thousands)

Within 24 months $ 172,53¢ $ 205,21
Over 24 months to 36 months — —
Over 36 months 34,13¢ 34,20¢
Total 206,67: 239,42!
Discount (6,359 (6,54%)
Carrying value $ 200,31 $ 232,87

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 mortdg@aye securitizations (other than the distresssidieaitial mortgage loan securitizations discu
above) since inception, the first three were actetirfor as permanent financings and have beendadlun the Compang’ accompanying conden:
consolidated financial statements.

Unconsolidated VIEs

The Company has evaluated its multi-family CMBSesiments in two Freddie Mac-sponsoredé&ries securitizations as of March 31, 2015
December 31, 2014, respectively, and its mezzaluae, preferred equity and other equity investmeatsletermine whether they are VIEs and shoul
consolidated by the Company. Based on a numbfactdrs, the Company determined that it does ne¢ leacontrolling financial interest and is not gramary
beneficiary of these VIEs. The following table mets the classification and carrying value of usttidated VIEs as of March 31, 20a6d December 31, 20
(dollar amounts in thousands):

March 31, 2015 December 31, 201:
Investment
securities
Investment available for
securities sale, at fair
available for Receivables value, held in Receivables
sale, at fair and o ther securitization and o ther
value Assets Total trusts Assets Total
Multi-Family CMBS $ 39,25 $ 79 $ 39,33( $ 38,59: $ 80 $ 38,67«
Mezzanine loan and equity investmefits — 86,08 86,08 — 72,79¢ 72,79¢
Total assets $ 39,25. $ 86,16: $ 125,41 $ 38,59: $ 72,87¢ $ 111,47

(1) Includes our investment in RB Multifamily InvestdtkC (“RMI”), an entity managed by RiverBanc, in which we owngfaklarch 31, 2015 and Decem
31, 2014, approximately 67% of the outstanding cemrequity interests and certain preferred equitgrests. Our total investment in RMI amount
approximately $47.5 million and $36.6 million as\éarch 31, 2015 and December 31, 2014, respectively

Our maximum loss exposure on the médiinily CMBS investments, mezzanine loan and equntiestments is approximately $125.4 million
$111.5 million at March 31, 2015 and December 3142 respectively. The Compasyhaximum exposure does not exceed the carrying\@lits investment
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8. Derivative Instruments and Hedgim Activities

The Company enters into derivative instruments smage its interest rate risk exposure. These demévanstruments include interest rate sw
swaptions and futures. The Company may also puecbashort TBAs and U.S. Treasury securities, pasehput or call options on U.S. Treasury future

invest in other types of mortgage derivative seimsi

The following table presents the fair value of dative instruments that were not designated as ihgdigstruments and their location in
accompanying condensed consolidated balance shtedisrch 31, 2015 and December 31, 2014, respéc(dellar amounts in thousands):

Derivatives Not Designated March 31, December 31,
as Hedging Instruments Balance Sheet Location 2015 2014
TBA securitied?) Derivative assets $ 333,00: $ 284,97:
U.S. Treasury futures Derivative assets 403 37¢
Swaptions Derivative assets 1,551 2,27¢
Options on U.S. Treasury futures Derivative assets 154 92
Eurodollar futures Derivative liabilities 2,47¢ 90C
Interest rate swagd Derivative liabilities 351 232
Interest rate swap futures Derivative liabilities 3,42¢ 331
Swaptions Derivative liabilities 73 —

(1) Open TBA purchases and sales involving the samsterparty, same underlying deliverable and the ssetttement date are reflected in our accompal
condensed consolidated financial statements on basés.

(@) Includes interest rate swaps in our Agency l@fpho.

The tables below summarize the activity of deriatinstruments not designated as hedges for tlee ttmonths ended March 31, 2015 and z

respectively (dollar amounts in thousands):

Notional Amount For the Three Months Ended March 31 2015

Settlement,
Derivatives Not Designated December 31, Expiration March 31,
as Hedging Instruments 2014 Additions or Exercise 2015
TBA securities $ 273,000 $ 1,171,000 $ (1,123,000 $ 321,00(
U.S. Treasury futures 2,30(C 91,50( (64,200 29,60(
Interest rate swap futures (190,100 318,50( (336,400 (208,00()
Eurodollar futures (2,961,001 471,00( (388,000 (2,878,001
Options on U.S. Treasury futures 21,00( 152,00( (122,000 51,00(
Swaptions 180,00( 5,00( — 185,00(
Interest rate swaps 10,00( — — 10,00(

Notional Amount For the Three Months Ended March 31 2014

Settlement,
Derivatives Not Designated December 31, Expiration March 31,
as Hedging Instruments 2013 Additions or Exercise 2014
TBA securities $ 188,000 $ 590,00 $ (584,000 $ 194,00(
U.S. Treasury futures (11,900 36,60( (32,300 (7,600
Interest rate swap futures (242,700 242,70( (237,200 (237,200
Eurodollar futures (3,360,001 1,074,001 (984,000 (3,270,001
Options on U.S. Treasury futures 40,00( — (40,000 —
Swaptions 100,00( — — 100,00(
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The following table presents the components ofizedland unrealized gains and losses related tolenvative instruments that were not design
as hedging instruments included in other incompéase) in our condensed consolidated statemewisesations for the three months ended March 315 201t
2014 (dollar amounts in thousands) :

Three Months Ended March 31,

2015 2014
Realized Gain: Unrealized Realized Gains Unrealized
(Losses) Gains (Losses (Losses) Gains (Losses
TBA Securities $ 282¢ $ 65t $ 3,312 $ 265
Eurodollar futuregt) (247) (1,579 (1,217 72€
Interest rate swaps — (184 — —
Swaptions — (55€) — (518
U.S. Treasury and Interest rate swap futures atidrep (1,445 (3,056 (44) (3,139
Total $ 1,137 $ (4,719 $ 2,05¢ $ (2,660)

(1) At March 31, 2015, the Eurodollar futures consis? ,878 contracts with expiration dates ranging betwiaee 2015 and September 2(

The use of TBAs exposes the Company to market vakeas the market value of the securities thatGompany is required to purchase pursue
a TBA transaction may decline below the agrepdn purchase price. Conversely, the market valdleeosecurities that the Company is required tbpsesuan
to a TBA transaction may increase above the agupeth sale price. At March 31, 2015 and December2814, our condensed consolidated balance ¢
include TBAvelated liabilities of $330.8 million and $283.5lioin included in payable for securities purchasezspectively. Open TBA purchases and ¢
involving the same counterparty, same underlying/eiable and the same settlement date are reflénteur condensed consolidated financial statesnent:
net basis. TBA sales amounting to approximately.4i8illion were netted against TBA purchases amiagrtb approximately $350.1 million at March 31,1%(
There was no netting of TBA sales against TBA pasgls at December 31, 2014.

The following table presents the fair value of dative instruments designated as hedging instrusnand their location in the Compaay’
accompanying condensed consolidated balance sitedtsrch 31, 2015 and December 31, 2014, respéciidellar amounts in thousands):

Derivatives Designated Total Notional March 31, December 31,

as Hedging Instruments Balance Sheet Location Amount 2015 2014
Interest Rate Swaps Derivative liability $ 245,000 $ 358 3 —
Interest Rate Swaps Derivative asset 105,00( 22¢ —
Interest Rate Swaps Derivative asset 350,00( — 1,13¢

The following table presents the impact of the Canyjs derivative instruments on the Compangtcumulated other comprehensive income fc
three months ended March 31, 2015 and 2014, regelyctdollar amounts in thousands):

Three Months Ended March 31,

Derivatives Designated as Hedging Instruments 2015 2014
Accumulated other comprehensive income for derreaitistruments:

Balance at beginning of the period $ 1,138 % 2,041
Unrealized loss on interest rate swaps (1,269 (129)
Balance at end of the period $ (126) $ 1,91z

The Company estimates that over the next 12 momihgroximately $1.2 million of the net unrealizexdrgs on the interest rate swaps will
reclassified from accumulated other comprehensigeme (loss) into earnings.
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The following table details the impact of the Comya interest rate swaps, except interest swapsded in our Agency |O portfolio, designated as
hedging instruments included in interest expenséi®three months ended March 31, 2015 and 2@$pectively (dollar amounts in thousands):

Three Months Ended March 31,
2015 2014

Interest income
Interest expense-investment securities $ 451 $ 457

The Companyg interest rate swaps are designated as cash @dgek against the benchmark interest rate rislciasd with its short term repurch:
agreements. There were no costs incurred at tlepiion of our interest rate swaps, under whichGbenpany agrees to pay a fixed rate of interestraoelive
variable interest rate based on one month LIBORhemotional amount of the interest rate swaps.

The Company documents its riskanagement policies, including objectives and etyias, as they relate to its hedging activities| apon enterin
into hedging transactions, documents the relatipnsbétween the hedging instrument and the hedgéidlity contemporaneously. The Company assessés a
inception of a hedge and on an on-going basis, lvenetr not the hedge is “highly effective” whenngsthe matched term basis.

The Company discontinues hedge accounting on apectise basis and recognizes changes in the fairevéhrough earnings when: (i) it
determined that the derivative is no longer effectn offsetting cash flows of a hedged item (inéhg forecasted transactions); (ii) it is no longeobable th:
the forecasted transaction will occur; or (iii)ist determined that designating the derivative dwdge is no longer appropriate. The Compsirderivative
instruments are carried on the Compariyalance sheets at fair value, as assets, iffdievalue is positive, or as liabilities, if thdair value is negative. For t
Company'’s derivative instruments that are desighate“cash flow hedgesghanges in their fair value are recorded in accated| other comprehensive incc
(loss), provided that the hedges are effectivehAnge in fair value for any ineffective amount leé tCompanys derivative instruments would be recognize
earnings. The Company has not recognized any chantpe value of its existing derivative instrunemlesignated as cash flow hedges through earnine
result of ineffectiveness of any of its hedges.

The following table presents information about ©empany’s interest rate swaps as of March 31, 201b December 31, 2014, respectively
(dollar amounts in thousands):

March 31, 2015 December 31, 2014
Weighted Weighted
Average Average
Notional Fixed Pay Notional Fixed Pay
Maturity (1) Amount Interest Rate Amount Interest Rate
Within 30 Days $ — —% $ — —%
Over 30 days to 3 months — — — —
Over 3 months to 6 months 95,00( 0.4¢ — —
Over 6 months to 12 months 40,00( 0.3¢ 135,00t 0.4t
Over 12 months to 24 months — — — —
Over 24 months to 36 months 215,00( 0.8¢ 215,00( 0.8<
Over 36 months to 48 months — — — —
Over 48 months to 60 months 10,00( 2.2F 10,00( 2.2F
Total $ 360,00( 0.7:% $ 360,00( 0.7%

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

The use of derivatives exposes the Company to eqpantty credit risks in the event of a default byoanterparty. If a counterparty defaults unde
applicable derivative agreement, the Company mayriadle to collect payments to which it is entitlettler its derivative agreements, and may havedify
collecting the assets it pledged as collateralregjauch derivatives. The Company currently haglace with all counterparties kteral margin agreemel
requiring a party to post collateral to the Compéomyany valuation deficit. This arrangement isimded to limit the Company’exposure to losses in the evet
a counterparty default.
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The Company is required to pledge assets undedadsal margin arrangement, including either casAgency RMBS, as collateral for its inter
rate swaps, futures contracts and TBAs, whoseteotlarequirements vary by counterparty and chavge time based on the market value, notional amem
remaining term of the agreement. In the event tbm@ny is unable to meet a margin call under oniésaigreements, thereby causing an event of dede
triggering an early termination event under oné&ohagreements, the counterparty to such agreemapnthave the option to terminate all of such cougatety’s
outstanding transactions with the Company. In gafditunder this scenario, any close-out amounttdufe counterparty upon termination of the coyrasy’s
transactions would be immediately payable by then@any pursuant to the applicable agreement. Thep@ay believes it was in compliance with all ma
requirements under its agreements as of March @l5 2nd December 31, 2014. The Company had $11libmand $11.4 million of restricted cash relate
margin posted for its agreements as of March 3152thd December 31, 2014, respectively. The réstricash held by third parties is included in realles an
other assets in the accompanying condensed coatalithalance sheets.

9. Financing Arrangements, Portfolitnvestments

The Company has entered into repurchase agreemathtsthird party financial institutions to finandés investment portfolio. The repurchi
agreements are shagrm borrowings that bear interest rates typichéiged on a spread to LIBOR, and are secured tsetheities which they finance. At Ma
31, 2015, the Company had repurchase agreemettsvibutstanding balance of $619.7 million and mlted average interest rate of 0.44%. At Decerfli
2014, the Company had repurchase agreements wishtatanding balance of $652.0 million and a weidhiverage interest rate of 0.43%. As of March2B1f
and December 31, 2014, the average days to maforitgll repurchase agreements were 40 days andag6, respectively. The Compasyaccrued intere
payable on outstanding repurchase agreements ahMar 2015 and December 31, 2014 amounts to $llidmand $0.3 million, respectively, and is indkec
in accrued expenses and other liabilities on the@my’s condensed consolidated balance sheets.

The following table presents detailed informatidsoat the Companyg’ borrowings under repurchase agreements and assbassets pledged
collateral at March 31, 2015 and December 31, Z8d#ar amounts in thousands):

March 31, 2015 December 31, 201
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 ARMs $ 160,26: $ 170,637 $ 170,68t $ 171,85 $ 181,69: $ 183,34
Agency Fixed Rate 396,29: 423,57¢ 429,84( 413,19¢ 437,00: 446,85
Agency I0s/U.S. Treasury Securities 63,18¢ 92,10« 103,87¢ 66,91« 83,98¢ 95,12¢
Balance at end of the period $ 619,74. $ 686,31° $ 704,40. $ 651,96¢ $ 702,68: $ 725,32.

The following table presents contractual maturityoimation about the Comparsy'outstanding repurchase agreements at March 35 a6«
December 31, 2014 (dollar amounts in thousands):

March 31, December 31,
Contractual Maturity 2015 2014
Within 30 days $ 378,76. $ 157,00¢
Over 30 days to 90 days 178,54¢ 494 ,95°
Over 90 days 62,43¢ —
Total $ 619,74. $ 651,96!

As of March 31, 2015 the outstanding balance underepurchase agreements was funded at an adrateoaf 93.0% that implies an average ha
of 7.0%. The weighted average “haircutlated to our repurchase agreement financingdoAgency RMBS (excluding Agency 10s) and Agency i@&hd CLO
was approximately 5% and 25%.
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In the event we are unable to obtain sufficientrsterm financing through repurchase agreements cerethe, or our lenders start to req
additional collateral, we may have to liquidate owestment securities at a disadvantageous tinhghacould result in losses. Any losses resultiranf the
disposition of our investment securities in thisnmer could have a material adverse effect on oaeraimg results and net profitability. At March 2015 an
December 31, 2014, the Company had repurchaseragné® with 9 and 10 counterparties, respectivelyoAMarch 31, 2015 and December 31, 2014, w¢
no counterparties where the amount at risk waxoess of 5% of StockholderEquity. The amount at risk is defined as the failue of securities pledged
collateral to the repurchase agreement in excegeakpurchase agreement liability.

As of March 31, 2015, the Company had $89.0 milliogash and $196.2 million in unencumbered invesinsecurities to meet additional hairct
market valuation requirements, including $78.1 ionllof RMBS, of which $76.2 million are Agency RMB&nd $81.0 million of multfamily CMBS (whick
represents the net fair value of certain first flwasche PO securities and/or certain 10s issueckbiain K-Series securitizations included in trenéblidated K-
Series), $35.1 million of CLOs and $2.0 millionWfS. Treasury securities. The $89.0 million of cakk $78.1 million in RMBS, $81.0 million of CMB$35.1
million of CLOs, $2.0 million of U.S. Treasury seities and $39.6 million held in overnight depositoour Agency |0 portfolio included in restrictedsh (the
is available to meet margin calls as it relatesotw Agency 10 portfolio repurchase agreements),ctvhiollectively represent 52.4% of our financ
arrangements, are liquid and could be monetizgghyodown or collateralize the liability immediately

10. Financing Arrangements, DistresseRlesidential Mortgage Loans

On December 16, 2014, the Company entered intostemeepurchase agreement, with Deutsche Bank A@man Islands Branch in an aggre:
principal amount of up to $260.0 million, to fungbartion of the purchase price of a pool of distezsresidential mortgage loans. The outstandiranbalon thi
master repurchase agreement as of March 31, 2ai®Dacember 31, 2014 amounts to approximately $288ln and $238.9 million, respectively, bear
interest at one month LIBOR plus 2.50% (2.67% a6&% at March 31, 2015 and December 31, 2014, céisply) and expires on December 17, 2015.

During the term of this master repurchase agreenpeateeds from the pool of distressed residenti@aitgage loans will be applied to pay any g
differential and to reduce the aggregate repurcpase of the collateral. The financing under thaster repurchase agreement is subject to margm toathe
extent the market value of the pool of distresssitiential mortgage loans falls below specifiectlsand repurchase may be accelerated upon anafvdefaul
under the master repurchase agreement. The magt@rchase agreement contains contain various cotgr@mong other things, to maintenance of ce
amounts of net worth, liquidity and leverage ralihe Company is in compliance with such covenasitsfaay 7, 2015.

11. Residential Collateralized Debt Qigations

The Company’s Residential CDOs, which are recomedlabilities on the Compars/'condensed consolidated balance sheets, are ddnpusRM
loans pledged as collateral, which are recordedsasts of the Company. As of March 31, 2015 anceber 31, 2014, the Company had Residential C
outstanding of $138.4 million and $145.5 millioespectively. As of March 31, 2015 and December2B14, the current weighted average interest raties
Residential CDOs was 0.55%. The Residential CD®<allateralized by ARM loans with a principal bada of $145.7 million and $152.3 million at March,
2015 and December 31, 2014, respectively. The Coynpetained the owner trust certificates, or reaidoterest for three securitizations, and, as afrdit 31
2015 and December 31, 2014, had a net investméheiresidential securitization trusts of $5.3 imilland $5.6 million, respectively.
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12. Subordinated Debentures

Subordinated debentures are trust preferred seautitat are fully guaranteed by the Company wetipect to distributions and amounts payable
liquidation, redemption or repayment. The followitapble summarizes the key details of the Compasyibordinated debentures as of March 31, 201
December 31, 2014 (dollar amounts in thousands):

NYM Preferred Trust | NYM Preferred Trust Il
Principal value of trust preferred securities $ 25,000 $ 20,00(
Interest Rate Three month LIBOR plus 3.75! Three month LIBOR plus 3.95!
resetting quarter resetting quarter
Scheduled maturity March 30, 203 October 30, 202

As of May 7, 2015, the Company has not been ndiifiad is not aware, of any event of default utlkdercovenants for the subordinated debentures.
13. Commitments and Contingencies

Loans Sold to Third Parties ¥he Company sold its mortgage lending business anckl 2007. In the normal course of business, thamg2ny it
obligated to repurchase loans based on violatibmegpresentations and warranties in the loan sgleementsThe Company did not repurchase any loans d
the three months ended March 31, 2015.

Outstanding Litigation -The Company is at times subject to various legat@edings arising in the ordinary course of businés ofMarch 31
2015, the Company does not believe that any o€utsent legal proceedings, individually or in thggeegate, will have a material adverse effect @
Company'’s operations, financial condition or cdskvs.

14. Fair Value of Financial Instrumenrg

The Company has established and documented pescdss determining fair values. Fair value is lbhspon quoted market prices, wr
available. If listed prices or quotes are not &@é, then fair value is based upon internallyedeped models that primarily use inputs that areketdbased c
independently-sourced market parameters, incluitegest rate yield curves.

A financial instrumen® categorization within the valuation hierarchybsed upon the lowest level of input that is sigaiit to the fair vall
measurement. The three levels of valuation hiesaace defined as follows:

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

Level 2- inputs to the valuation methodology include quatedes for similar assets and liabilities in actimarkets, and inputs that are observabl
the asset or liability, either directly or indirBgtfor substantially the full term of the finantiastrument.

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

The following describes the valuation methodologisgd for the Company’financial instruments measured at fair valuewa$§ as the gener
classification of such instruments pursuant tov#eation hierarchy.

a. Investment Securities Available for Sale (RN, U.S. Treasury Securities and CLOs)Fair value for the RMBS in our portfolio are vali
using a thirdparty pricing service or are based on quoted piicesided by dealers who make markets in similaaricial instruments. TI
dealers will incorporate common market pricing noeith including a spread measurement to the Treasuwe or interest rate swap cu
as well as underlying characteristics of the pakicsecurity including coupon, periodic and lii@ps, collateral type, rate reset period
seasoning or age of the security. If quoted prioes security are not reasonably available frodealer, the security will be dassified a
a Level 3 security and, as a result, managememtdetermine the fair value based on characterigifcthe security that the Compe
receives from the issuer and based on availabl&eh@aformation. Management reviews all prices usedetermining valuation to ensi
they represent current market conditions. Thisexenvincludes surveying similar market transacti@mnparisons to interest pricing moc
as well as offerings of like securities by deal@ise Company's investment securities that are cisegrof RMBS and CLOs are valt
based upon readily observable market parametersaendlassified as Level 2 fair values. The Company.S. Treasury securities
classified as Level 1 fair values.
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Investment Securities Available for Sale (CM — As the Company CMBS investments are comprised of securitiesvidch there are n
substantially similar securities that trade freglyenthe Company classifies these securities aseL@&vfair values. Fair value of t
Companys CMBS investments is based on an internal valonatiodel that considers expected cash flows fromutiderlying loans ar
yields required by market participants. The sigaifit unobservable inputs used in the measuremehesé investments are projected lo
of certain identified loans within the pool of leaand a discount rate. The discount rate usedterming fair value incorporates defe
rate, loss severity and current market intereststathe discount rate ranges from 4.7% to 10.3@#mifgiant increases or decreases in t
inputs would result in a significantly lower or higr fair value measurement.

Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trusts are releal at fair value and classifiec
Level 3 fair values. Fair value is based on arrir@kvaluation model that considers expected clastsffrom the underlying loans and yie
required by market participants. The significanblbservable inputs used in the measurement of tinesstments are discount rates.
discount rate used in determining fair value incogpes default rate, loss severity and current etdrkerest rates. The discount rate ra
from 2.5% to 5.2%. Significant increases or decreases in these invpod result in a significantly lower or higher faialue measurement.

Derivative Instrument— The fair value of interest rate swaps, swaptiomioas and TBAs are based on dealer quotes. Thevdaie o
future contracts are based on exchange-tradedspiite® Company’s derivatives are classified as Lewe Level 2 fair values.

Multi-Family CDOs —Multi- Family collateralized debt obligations are recordgedair value and classified as Level 3 fair valu€he fai
value of Multifamily CDOs is determined using a third party prigiservice or are based on quoted prices provigedehlers who mal
markets in similar financial instruments. The dealwill consider contractual cash payments anddgiexpected by market participa
Dealers also incorporate common market pricing odghincluding a spread measurement to the TreasuwAe or interest rate swap cu
as well as underlying characteristics of the pakticsecurity including coupon, periodic and lifgps, collateral type, rate reset period
seasoning or age of the security. The Company’sifarhily CDOs are classified as Level 3 fair vadue
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The following table presents the Companfihancial instruments measured at fair value oecarring basis as of March 31, 2015 and Decerh;
2014, respectively, on the Company’s condensedotiolased balance sheets (dollar amounts in thowgand

Measured at Fair Value on a Recurring Basis at

March 31, 2015 December 31, 2014
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets carried at fair value
Investment securities availabl
for sale:
Agency RMBS $ — $ 75456. $ — $ 75456 $ — $ 77950 $ — $ 779,50t
Non-Agency RMBS — 1,84 — 1,84 — 1,93¢ — 1,93¢
CLOs — 35,14 — 35,14 — 35,20: — 35,20:
U.S. Treasury Securities 9,997 — — 9,99:
Investment securities availabl
for sale held in securitizatiol
trusts:
CMBS — — 39,25 39,25 — — 38,59« 38,59«
Multi-family loans held in
securitization trusts — — 7,399,85: 7,399,85: — — 8,365,51: 8,365,51:
Derivative assets:
TBA Securities — 333,00¢ — 333,00¢ — 284,97 — 284,97
Options on U.S. Treasury
futures 154 — — 154 92 — — 92
U.S. Treasury futures 40:¢ — — 40:< 37¢ — — 37¢
Interest rate swaps — 22¢ — 22¢ — 1,13¢ — 1,13¢
Swaptions — 1,551 — 1,551 — 2,27% — 2,27¢
Total $ 10,55( $ 1,126,33' $ 7,439,10. $ 8,57598 $ 471 $ 1,105,021 $ 8,404,10i $ 9,509,60!

Liabilities carried at fair value
Multi-family collateralized deb
obligations $ — % — $ 7,106,68 $ 7,106,68. $ — % — $ 8,048,05. $ 8,048,05:
Derivative liabilities:
U.S. Treasury futures — — — — — — — —

Eurodollar futures 2,477 — — 2,47¢ 90C — — 90C
Swaptions — 73 — 73 — — — —
Interest rate swaps — 70€ — 70€ — 232 — 232
Interest rate swap futures 3,42 — — 3,42 331 — — 331

Total $ 58% $ 77¢ $ 7,106,68 $ 7,11335 $ 1,231 $ 23z $ 8,048,05 $ 8,049,51

The following table details changes in valuationtfee Level 3 assets for the three months endedat, 2015 and 2014, respectively (amoun
thousands):

Level 3 Assets:

Three Months Ended March 31,

2015 201 4

Balance at beginning of period $ 8,404,10i $ 8,203,60!
Total gains/(losses) (realized/unrealized)

Included in earnings (1) 130,24 132,38

Included in other comprehensive income 68 1,92(
Purchases/(Sale®) (1,075,52)
Paydowns (19,799 (16,592
Transfer to real estate owned — (3,545
Balance at the end of period $ 7,439,10: $ 8,317,761

@ Amounts included in interest income from multi-f4ynioans held in securitization trusts unrealizeaingon multi-family loans and debt held in

securitization trusts, net and gain on deconsatidat
@ n February 2015, the Company sold a first losssB€urity in one of the Company’s Consolidated Ki€¥eobtaining total proceeds of approximately
$44.3 million and realizing a gain of approximat8l.5 million. The sale resulted in a de-consolaaof $1.1 billion in Multi-Family loans held in a
securitization trust and $1.0 billion in Mi-Family CDOs.
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The following table details changes in valuationtfee Level 3 liabilities for the three months eddéarch 15, 2015 and 2014, respectively (amc
in thousands):

Level 3 Liabilities:
Three Months Ended March 31,

2015 2014

Balance at beginning of period $ 8,048,05. $ 7,871,02
Total gains (realized/unrealized)

Included in earning§) 109,68¢ 120,99

Included in other comprehensive income — —
Purchases/(Sale®) (1,031,26)
Paydowns (19,790 (16,597)
Balance at the end of period $ 7,106,68. $ 7,975,42.

@ Amounts included in interest expense on multi-fansibllateralized debt obligations and unrealizeshga multifamily loans and debt held in securitiza
trusts, net.

@ n February 2015, the Company sold a first losss@€urity in one of the Company’s Consolidate@&ries obtaining total proceeds of approximately.d

million and realizing a gain of approximately $Idilion. The sale resulted in a de-consolidatior$@fl billion in Multi+amily loans held in a securitizati
trust and $1.0 billion in Multi-Family CDOs.

The following table details the changes in unrealigains (losses) included in earnings for our L8wessets and liabilities for the three monthsee
March 31, 2015 and 2014, respectively (dollar ant®imthousands):

Three Months Ended March 31,

2015 2014
Change in unrealized gains (losses) — assets $ 136,39t $ 143,44
Change in unrealized gains(losses) — liabilities (122,769 (138,519
Net change in unrealized gains included in earnfagassets and liabilitie $ 13,62¢ $ 4,92¢

Any changes to the valuation methodology are regtblyy management to ensure the changes are agteopfis markets and products develop
the pricing for certain products becomes more parent, the Company continues to refine its vatmatnethodologies. The methods described above
produce a fair value calculation that may not llicative of net realizable value or reflective ofure fair values. Furthermore, while the Compbajeves it
valuation methods are appropriate and consistetht @ther market participants, the use of diffemaethodologies, or assumptions, to determine thevéie o
certain financial instruments could result in defiént estimate of fair value at the reporting dakee Company uses inputs that are current aaaf eeportin
date, which may include periods of market dislazatduring which time price transparency may beiced. This condition could cause the Compaffiyiancia
instruments to be reclassified from Level 2 to UeS/en future periods.

The following table presents assets measuredratdhie on a nomecurring basis as of March 31, 2015 and DecembgP@14, respectively, on t
condensed consolidated balance sheets (dollar amuthousands):

Assets Measured at Fair Value on a Non-Recurring Bas at
March 31, 2015 December 31, 2014
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Residential mortgage loans ht

in securitization trusts —

impaired loans (net) $ — 3 — 3 9,02¢ $ 9,02¢ $ — 3 — 3 9,32: $ 9,32:¢
Real estate owned held in

residential securitization

trusts — — 45¢ 45¢ — — 96E 96&
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The following table presents losses incurred f@etsmeasured at fair value on a meodrring basis for the three months ended Margh2815 an
2014, respectively, on the Company’s condensedotiolased statements of operations (dollar amounthgusands):

Three Months Ended
March 31,
2015 2014
Residential mortgage loans held in securitizatiasts — impaired loans (net) $ (28%) % 15
Real estate owned held in residential securitipatiosts — 84

Residential Mortgage Loans Held in Securitizationsts — Impaired Loans (net)lmpaired residential mortgage loans held in seizatibn trusts ai
recorded at amortized cost less specific loan feserves. Impaired loan value is based on managisnestimate of the net realizable value taking
consideration local market conditions of the propearpdated appraisal values of the property atichated expenses required to remediate the imp&sed

Real Estate Owned Held in Residential Securitizaflousts —Real estate owned held in the residential secatitim trusts are recorded at
realizable value. Any subsequent adjustment walukein the reduction in carrying value with theresponding amount charged to earnings. Net edzbzvalu
based on an estimate of disposal taking into cenaftn local market conditions of the propertydated appraisal values of the property and estinestpense
required to sell the property.

The following table presents the carrying value eastimated fair value of the Compasyinancial instruments at March 31, 2015 and Ddmm31
2014, respectively, (dollar amounts in thousands):

March 31, 2015 December 31, 2014
Fair Value Carrying Estimated Carrying Estimated
Hierarchy Level Value Fair Value Value Fair Value

Financial Assets:
Cash and cash equivalents Level 1 $ 88,99( $ 88,99 $ 75,59¢ $ 75,59¢
Investment securities available for sale Level 2 or 3 801,54« 801,54« 816,64 816,64
Investment securities available for sale, at falue held in

securitization trusts Level 3 39,25: 39,25: 38,59 38,59
Residential mortgage loans held in securitizatiosts (net) Level 3 142,67 127,61¢ 149,61 135,24:
Distressed residential mortgage loans (fiet) Level 3 568,97¢ 589,90: 582,69 599,18:
Multi-family loans held in securitization trusts Level 3 7,399,85 7,399,85! 8,365,51. 8,365,51
Derivative assets Level 1 or 2 335,34 335,34 288,85( 288,85(
Mortgage loans held for sale (n€) Level 3 2,47¢ 2,48( 7,712 7,718
First mortgage loan@) Level 3 9,73¢ 10,08: 9,54¢ 9,83:
Mezzanine loan and equity investme@is Level 3 80,08( 80,32¢ 66,95 67,23
Financial Liabilities:
Financing arrangements, portfolio investments Level 2 $ 619,74. $ 619,74: $ 651,96! $ 651,96!
Financing arrangements, distressed residentialgagetloans Level 2 238,22¢ 238,22¢ 238,94¢ 238,94¢
Residential collateralized debt obligations Level 3 138,36 124,01« 145,54 130,91¢
Multi-family collateralized debt obligations Level 3 7,106,68 7,106,68: 8,048,05: 8,048,05
Securitized debt Level 3 200,31. 207,38° 232,87 240,34:
Derivative liabilities Level 1 or 2 6,67t 6,67% 1,462 1,46:
Payable for securities purchased Level 1 330,77: 330,77 283,53 283,53
Subordinated debentures Level 3 45,00( 36,61 45,00( 36,53:

(@) Includes distressed residential mortgage loans imekkcuritization trusts with a carrying value amting to approximately $213.3 million and $22
million at March 31, 2015 and December 31, 201dpeetively and distressed residential mortgagesledth a carrying value amounting to approxime
$355.7 million and $361.1 million at March 31, 20dr&d December 31, 2014, respectively.

() Included in receivables and other assets imtitempanying condensed consolidated balance sheets.
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In addition to the methodology to determine the falue of the Compang’financial assets and liabilities reported at Yalue on a recurring ba
and non-recurring basis, as previously descritfeafdllowing methods and assumptions were usetidyompany in arriving at the fair value of the Qamy’s
other financial instruments in the table immediatgbove:

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

b . Residential mortgage loans held in securitizatiasts (net— Residential mortgage loans held in the securitiratiusts are recorded at amortized
cost. Fair value is based on an internal valuatiodel that considers the aggregated characteritigroups of loans such as, but not limited to,
collateral type, index, interest rate, margin, kngf fixed-rate period, life cap, periodic capdenwriting standards, age and credit estimatecgusin
the estimated market prices for similar types ahi&

c . Distressed residential mortgage loans (r— Fair value is estimated using pricing models takimg consideration current interest rates,
amount, payment status and property type, and dstef future interest rates, home prices andeptpwalues, prepayment speeds, default,
severities, and actual purchases and sales ofasilodns.

d. Mortgage loans held for sale (ne The fair value of mortgage loans held for sale)(aet estimated by the Company based on the gratevould
be received if the loans were sold as whole loakiag into consideration the aggregated charatiesisf the loans such as, but not limited to,
collateral type, index, interest rate, margin, kngf fixed interest rate period, life time capripdic cap, underwriting standards, age and cr

e. First mortgage loan and mezzanine loan and equigstment— Estimated fair value is determined by both markshgarable pricing and
discounted cash flows. The discounted cash flo@dased on the underlying contractual cash flowisestimated changes in market yields. The
value also reflects consideration of changes iditrisk since the origination or time of initialiestment

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

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

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 @alfisuch liabilities

j . Subordinated debenturesThe fair value of these subordinated debenturbased on discounted cash flows using managemestit'sage for
market yields

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

The Company had 200,000,000 authorized sharesedérped stock, par value $0.01 per share, with @D shares issued and outstanding

March 31, 2015 and December 31, 2014. On June ¥3,26e Company issued 3,000,000 shares of 7.75%s3 Cumulative Redeemable Preferred £
(“Series B Preferred Stock™ith a par value of $0.01 per share and a liquidagireference of $25 per share, in an underwrjiteslic offering, for net procee
of approximately $72.4 million, after deducting emdriting discounts and offering expenses. AsMiafrch 31, 2015 and December 31, 2014, there
6,000,000 and 3,450,000 shares of Series B Prdf&tack authorized. The Series B Preferred Stoektigled to receive a dividend at a rate of 7. 46year o
the $25 liquidation preference and is senior todtiamon stock with respect to dividends and distiiim of assets upon liquidation, dissolution ondéing up.
The Series B Preferred Stock generally does nat laay voting rights, subject to an exception inagkient the Company fails to pay dividends on suobksfor
six or more quarterly periods (whether or not censge). Under such circumstances, holders of3ges B Preferred Stock, voting together as desicigs:
with the holders of all other classes or seriesuwsfpreferred stock upon which like voting rights/h been conferred and are exercisable and whéchrditled t
vote as a class with the Series B Preferred Steitkbe entitled to vote to elect two additionalelitors to the Company’s Board of Directors (th@dBi”) until
all unpaid dividends have been paid or declaredsab@part for payment. In addition, certain matemd adverse changes to the terms of the SBrizeferre:
Stock cannot be made without the affirmative vdthalders of at least two-thirds of the outstandshgres of Series B Preferred Stock.
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The Series B Preferred Stock is not redeemabléd¥bmpany prior to June 4, 2018, except undeuristances intended to preserve the Comgany’
qualification as a REIT and except upon the ocewgeeof a Change of Control (as defined in the AegticSupplementary designating the Series B Prel
Stock). On and after June 4, 2018, the Company atays option, redeem the Series B Preferred Stackhole or in part, at any time or from timetime, for
cash at a redemption price equal to $25.00 peespéars any accumulated and unpaid dividends.

In addition, upon the occurrence of a Change oft@bnthe Company may, at its option, redeem theeSeB Preferred Stock, in whole or in p
within 120 days after the first date, on which s@eange of Control occurred, for cash at a redempprice of $25.00 per share, plus any accumulate
unpaid dividends.

The Series B Preferred Stock has no stated matusitpot subject to any sinking fund or mandatoegemption and will remain outstand
indefinitely unless repurchased or redeemed byCbmpany or converted into the Compangommon stock in connection with a Change of @brity the
holders of the Series B Preferred Stock.

Upon the occurrence of a Change of Control, eadtten@f Series B Preferred Stock will have the tifiimless the Company has exercised its right
to redeem the Series B Preferred Stock) to corseerte or all of the Series B Preferred Stock heldumh holder into a number of shares of our comstook
per share of Series B Preferred Stock determinealfoymula, in each case, on the terms and sutgjeébe conditions described in the Articles Suppatary.

From the time of original issuance of the SerieBrBferred Stock through March 31, 2015, the Compesydeclared and paid all required quar
dividends on such stock. The following table preésdhe relevant dates with respect to such quartash dividends on the Series B Preferred Stawk ffanuar
1, 2014 through March 31, 2015:

Cash

Dividend

Declaration Date Record Date Payment Date Per Share
March 18, 2015 April 1, 2015 April 15, 2015 $ 0.48437!
December 12, 2014 January 1, 2015 January 15, 2015 $ 0.48437!
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!

(b) Dividends on Common Sto

The following table presents cash dividends dedldnethe Company on its common stock with respeasach of the quarterly periods commen
January 1, 2014 and ended March 31, 2015:

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share
First Quarter 2015 March 18, 2015 March 30, 2015 April 27, 2015 $ 0.27
Fourth Quarter 2014 December 12, 2014 December 22, 2014 January 26, 2015 $ 0.27
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
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(c) Public Offering of Common Sto

The table below presents information with respecttares of the Comparsytommon stock issued through underwritten pulffierimgs during th
three months ended March 31, 2014. There were derumitten public offerings of common stock durithg three months ended March 31, 2015.

Share Issue Date Shares Issued Net Proceedd?!)
(Amounts in Thousands)
January 10, 2014 11,50C $ 75,84¢

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

On March 20, 2015, the Company entered into sepamuity distribution agreements (collectively, theuity Distribution Agreementsvith eact
of JMP Securities LLC (“JMP”) and MLV & Co. LLC (“MV"), each an “Agent” and collectively, the “Agefitpursuant to which the Company may sell u
$75,000,000 of aggregate value of (i) shares ofimpany’s common stock, par value $0.01 per apdhares of the Compars/Series B Preferred Stock, fr
time to time through the Agents. The Company hasbigation to sell any of the shares under theitgdistribution Agreements and may at any timepsus
solicitations and offers under the Equity DistribntAgreements. During the three months ended Maict2015, the Company issued 1,375,682 shareg thm
Equity Distribution Agreements, at an average spfese of $8.04, resulting in total net proceedsni® Company of $10.8 million, after deducting fi@cemer
fees. As of March 31, 2015, approximately $63.9iamilof securities remains available for issuanodar the Equity Distribution Agreements.

On March 20, 2015, in connection with the Compargxecution of the Equity Distribution Agreemenesdibed above, the Company delivere
JMP a notice of termination of the Equity Distrilout Agreement dated June 11, 2012 (the “Prior BgDistribution Agreement”)which termination becan
effective March 23, 2015. The Prior Equity Distriiom Agreement provided for the sale by the Compafngommon stock having a maximum aggregate val
up to $25,000,000 from time to time through JMPtheesCompanys agent. During the three months ended March 315,26e Company issued 1,326,676 st
under the Prior Equity Distribution Agreement, ataverage sales price of $7.89 resulting in togalpnoceeds to the Company of $10.3 million, adeducting
the placement fees. During the three months ende@iM31, 2014, there were no shares issued uneléiritr Equity Distribution Agreement. During thegrh o
the Prior Equity Distribution Agreement, the Compaold a total of 2,153,989 shares of its commouksat an average price of $7.63 per share pursaaht
Prior Distribution Agreement, resulting in net peeds to the Company of approximately $16.1 million.
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16. Earnings Per Share

The Company calculates basic net income per shadé/liling net income for the period by weightaderage shares of common stock outstandir
that period. Diluted net income per share takes aucount the effect of dilutive instruments, sashconvertible preferred stock, stock options amdeste:
restricted or performance stock, but uses the geeshare price for the period in determining thenber of incremental shares that are to be addete
weighted-average number of shares outstandingeTere no dilutive instruments for the three momthded March 31, 2015 and 2014.

The following table presents the computation ofibasd dilutive net income per share for the pesigndicated (dollar amounts in thousal
except per share amounts):

For the Three Months Ended

March 31,

2015 201 4
Numerator :
Net income attributable to common stockhol— Basic $ 22,09 $ 21,25¢
Net income attributable to common stockhol— Dilutive 22,09( 21,25¢
Denominator:
Weighted average basic shares outstanding 105,48t 74,50¢
Weighted average dilutive shares outstanding 105,48t 74,50¢
EPS:
Basic EPS $ 021 $ 0.2¢
Dilutive EPS $ 021 $ 0.2¢
17. Stock Incentive Plan

Pursuant to the Company’s 2010 Stock Incentive Rlan“2010 Plan”), as approved by the Comparstbckholders, eligible employees, officers
directors of the Company have the opportunity tgure the Company's common stock through the awhréstricted stock and other equity awards unde
2010 Plan. The maximum number of shares that magsbed under the 2010 Plan is 1,190,000.

Of the common stock authorized at March 31, 201% Becember 31, 2014, 676,862 shares and 862,5¥2sshaspectively, were reserved
issuance under the Compasy2010 Stock Incentive Plan. At March 31, 2015 &stember 31, 2014, there were 280,457 and 162 Adkes of unvestt
restricted stock outstanding under the 2010 Plde Tompanys directors have been issued 111,311 shares unele20tl0 Plan as of March 31, 2015
December 31, 2014, respectively. The Compsrgrployees have been issued 401,827 and 216,Hr&sshnder the 2010 Plan as of March 31, 201!
December 31, 2014, respectively.

During the three months ended March 31, 2015 ardd 2fhe Company recognized noash compensation expense of $0.2 million and gllion,

respectively. Dividends are paid on all restricseatk issued, whether those shares have vesteat.dnrgeneral, nowested restricted stock is forfeited upon
recipient's termination of employment. There wesdarfeitures during the three months ended Marth2®15 and 2014.
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A summary of the activity of the Company's non-edstestricted stock under the 2010 Plan for theettmonths endelllarch 31, 2015 and 201
respectively, is presented below:

2015 2014
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 1) Shares Fair Value @)
Non-vested shares at January 1 162,17 $ 7.2€ 94,87 $ 7.01
Granted 185,65( 7.7¢ 104,51° 7.3¢
Vested (67,369 7.1€ (37,219 6.97
Non-vested shares as of March 31 280,45 $ 7.65 162,17. $ 7.2€
Weighted-average fair value of restricted stoclkgd during the period 185,65( $ (7€ 10451 § 7.3¢

(1) The grant date fair value of restricted ktawards is based on the closing market pricefibmpany’s common stock
at the grant date.

At March 31, 2015 and 2014, the Company had unmized compensation expense of $2.0 million and #iillon, respectively, related to the non-
vested shares of restricted common stock unde2@i€ Plan. The unrecognized compensation expengar@h 31, 2015 is expected to be recognized o
weighted average period of 2.5 years. The totaMalue of restricted shares vested during theethmenths ended March 31, 2015 and 2014 was appatedy
$0.5 million and $0.3 million, respectively. Thejtasite service period for restricted shares ataese is three years.

18. Income Taxes

At March 31, 2015, a wholly owned TRS of the Comphrad approximately $59 million of net operatingda@arryforwards which the Company ¢
not expect to be able to utilize to offset futuarable income, other than taxable income arisiamfcertain “built in gainsbn its CLOs. The carryforwards w
expire between 2024 through 2028. The Internal ReseCode places certain limitations on the annoaumt of net operating loss carryforwards that lse
utilized if certain changes in the Compaspwnership occur. The Company determined duridd®2Bat it had undergone ownership changes witiémteanin
of Internal Revenue Code Section 382 that the Compalieves will substantially eliminate utilizatiof these net operating loss carryforwards toebffsture
taxable income. In general, if a company incur@anership change under Section 382, the compahijitydo utilize a net operating loss, or NOL cgforwarc
to offset its taxable income becomes limited t@dain amount per year.

In 2014, the Company, through its wholly owned TRiBsurred net operating losses in the aggregateuatmof approximately $3.6 million. T
Company'’s carryforward net operating losses, whiehnot subject to a Section 382 limitatiomill expire between 2033 and 2034 if they are aftget by futur
taxable income. Additionally, during 2014, the Canp, through one of its wholly owned TRSs, alsaiined approximately $3.5 million in capital loss&be
Companys carryforward capital losses will expire by 20Lé&key are not offset by future capital gains. Twmpany has recorded a valuation allowance a¢
certain deferred tax assets at March 31, 2015 asgement does not believe that it is more likegnthot that these deferred tax assets will bezesli

The Company files income tax returns with the UeSleral government and various state and locaddigiions. The Company is no longer subje
tax examinations by tax authorities for years ptmr2011. The Company has assessed its tax pasitionall open years, which includes 2011 to 20ad
concluded that there are no material uncertaimdid® recognized.

During the three months ended March 31, 2015 add 2he Companyg TRSs recorded approximately $0.2 million and $8ililon, respectively, ¢

income tax expense. The Company’s estimated keiabome differs from the federal statutory rageaaresult of state and local taxes, taxable REI
income, a valuation allowance and other differences
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The components of the Company’s deferred tax aasetdiabilities are as follows (dollar amountdhtiousands):

March 31, December 31,
2015 2014

Deferred tax assets

Net operating loss carryforward $ 28,97« $ 28,70«

Net capital loss carryforward 3,19¢ 1,592

GAAP/Tax basis differences 2,46¢ 1,75¢

Total deferred tax asséts 34,63¢ 32,05
Valuation allowance (31,93) (30,419
Deferred tax liabilities

Deferred tax liabilities 1,34¢ 1,04C

Total deferred tax liabilitie®) 1,34¢ 1,04(
Total net deferred tax asset $ 1,35¢ $ 59¢

W Included in receivables and other assets in therapanying condensed consolidated balance sheets.
@ Included in accrued expenses and other liabilitidhe accompanying condensed consolidated balstmeets.

19. Related Party Transactions
Management Agreements

On April 5, 2011, the Company entered into a mamage agreement with RiverBanc, pursuant to whickefBanc provides investment manager
services to the Company. On March 13, 2013, the f2my entered into an amended and restated managegreement with RiverBanc (as amended
“RiverBanc Management AgreementThe RiverBanc Management Agreement replaced tloe pranagement agreement between RiverBanc andaimp&hy
dated as of April 5, 2011. The amended and restagegement has an effective date of January 1, a8dihas a term that will expire on December 315;
subject to automatic annual one-year renewals tfiere

As of March 31, 2015 and December 31, 2014, the izmy owned a 20% membership interest in RiverBBocthe three months ended March
2015 and 2014, the Company recognized approxim&gy million and $0.1 million in income relatedits investment in RiverBanc, respectively.

RiverBanc manages an entity, RMI, in which the Campowns, as of March 31, 2015 and December 314,2dproximately 67% of the outstanc
common equity interests and certain preferred gqoferests. Pursuant to a management agreememedetRiverBanc and this entity, RiverBanc is esiittc
receive base management and incentive fees foratsagement of assets owned by RMI. Our total imvest in RMI, which is included in receivable antie
assets on the accompanying condensed consolidatadck sheets, amounts to approximately $47.5amiliind $36.6 million as of March 31, 2015
December 31, 2014, respectively. For the three hsoahded March 31, 2015 and 2014, the Company memy$1.1 million and $0.2 million in income rede
to our investment in RMI, respectively.

For the three months ended March 31, 2015 and 2B&4Company expensed $3.9 million and $1.1 milllofees to RiverBanc, respectively. A«
March 31, 2015 and December 31, 2014, the Compadyfées payable to RiverBanc of $3.5 million and$8illion, respectively, included in accrued expe:
and other liabilities.

Douglas E. Neal, one of our namdependent directors, has entered into a congudtirangement with RiverBanc. To address any palesanflicts o

interest that may result from this arrangementafotong as Mr. Neal is affiliated with RiverBati@nsactions between RiverBanc and our Companyregllire
review and approval or ratification of the Auditf@mittee pursuant to the Company’s Related Persanskction Policy.

20. Subsequent Events

On April 22, 2015, the Company closed on a pulfierong of 3,600,000 shares of the Company:875% Series C Cumulative Redeemable Pre
Stock, $0.01 par value per share (“Series C Pee8tock”).The issuance and sale of the 3,600,000 sharesrigfisSe Preferred Stock resulted in total
proceeds to the Company of approximately $87.0anilkfter deduction of underwriting discounts andhmissions and estimated offering expenses.

In April 2015, we issued 1,413,757 shares undeEinty Distribution Agreements with JMP, at an mage sales price of $7.79, resulting in tota
proceeds to the Company of $10.8 million, afterud¢itig the placement fees.

In April 2015, the Company received an advancgl®1.0 million from FHLBI which is secured by AggneMBS.
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Item 2. Management’s Discussion and Analysis of Financial@dition and Results of Operations
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

When used in this Quarterly Report on FormQ,0n future filings with the Securities and ExchgarCommission, or SEC, or in press releases or
written or oral communications issued or made hystetements which are not historical in natureluiding those containing words such as “believeXpect,”
“anticipate,” “estimate,” “plan,” “continue,” “inted,” “should,” “would,” “could,” “goal,” “objective” “will,” “may” or similar expressions, are intendet
identify “forward-looking statementsiithin the meaning of Section 27A of the Securithest of 1933, as amended, or Securities Act, antti@e 21E of th
Securities Exchange Act of 1934, as amended, oh&hge Act, and, as such, may involve known and ewkrrisks, uncertainties and assumptions.

nou " ou now

Forwardiooking statements are based on our beliefs, assumspand expectations of our future performanaking into account all informatic
currently available to us. These beliefs, assumptend expectations are subject to risks and wmpes and can change as a result of many possielets c
factors, not all of which are known to us. If a oha occurs, our business, financial condition,itlijy and results of operations may vary materidym thos:
expressed in our forward-looking statements. THiovidng factors are examples of those that couldseaactual results to vary from our forwdmdking
statements: changes in interest rates and the tmaak® of our securities, changes in credit spsette impact of the downgrade of the ldegm credit ratings
the U.S., Fannie Mae, Freddie Mac, and Ginnie Maarket volatility; changes in the prepayment ratasthe mortgage loans underlying our investr
securities; increased rates of default and/or @dee@ recovery rates on our assets; our abilityotooly to finance our assets; changes in governrzavs
regulations or policies affecting our businessludimg actions taken by the U.S. Federal Reserdetlam U.S. Treasury and those relating to Fannie, Meeddi
Mac or Ginnie Mae; our ability to maintain our gtiehtion as a REIT for federal tax purposes; obiliy to maintain our exemption from registratiander th:
Investment Company Act of 1940, as amended; akd associated with investing in real estate assetkiding changes in business conditions and dreeg
economy. These and other risks, uncertainties actors, including the risk factors described irs tleport and in Part I, Item 1A — “Risk Factoof"our Annua
Report on Form 16 for the year ended December 31, 2014 and as eg@dat our subsequent filings with the SEC underBkehange Act, could cause !
actual results to differ materially from those aipd in any forward-looking statements we maké féxivard{ooking statements speak only as of the da
which they are made. New risks and uncertaintiese aver time and it is not possible to predictsthe@vents or how they may affect us. Except asnextjby
law, we are not obligated to, and do not intendugagate or revise any forwaldeking statements, whether as a result of newrin&ion, future events
otherwise.
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Defined Terms

In this Quarterly Report on Form 10-Q we refer teviN York Mortgage Trust, Inc., together with its solidated subsidiaries, as “we,” “us,”
“Company,” or “our,” unless we specifically statetlrerwise or the context indicates otherwise. Werréd our whollyewned taxable REIT subsidiaries
“TRSs” and our wholly-owned qualified REIT subsiiks as “QRSs.”In addition, the following defines certain of thentmonly used terms in t
report: “RMBS” refers to residential mortgage-backesecurities comprised of adjustable-rate, hybrifjuatable-rate, fixedate, interest only and inver
interest only, and principal only securities; “AggnRMBS"refers to RMBS representing interests in or oblwad backed by pools of mortgage loans issur
guaranteed by a federally chartered corporati¢’GSE”), such as the Federal National Mortgage Adstion (“Fannie Mae”) or the Federal Home Lo
Mortgage Corporation“Freddie Mac”), or an agency of the U.S. governmenich as the Government National Mortgage AssiocigtGinnie Mae”); “ Agenc!
ARM¢” refers to Agency RMBS comprised of adjustablexr@td hybrid adjustable-rate RMBS; “non-Agency RMBSers to RMBS backed by prime jumbo
Alternative Apaper (“Alt-A”) residential mortgage loans; “lOs™refers collectively to interest only and inverséemest only mortgagbacked securities th
represent the right to the interest component efdash flow from a pool of mortgage loans; “Ageh®g” refers to 10s that represent the right to the iet
components of the cash flow from a pool of residentortgage loans issued or guaranteed by a GSBrorgency of the U.S. government; “PQgfers tc
mortgage-backed securities that represent the rigtihe principal component of the cash flow froioal of mortgage loans; “ARMs” refers to adjustaebhte
residential mortgage loans; “prime ARM loans” andesidential securitized loans” each refer to primeedit quality residential ARM loans ffime ARN
loans”) held in securitization trusts; “distressegsidential loans” refers to pools of performing dame-performing, fixed-rate and adjustabigte, fully
amortizing, interest-only and balloon, seasonedtgemge loans secured by first liens on one- to flaunily properties; “CMBS” refers to commercial mgege-
backed securities comprised of commercial mortgagsthrough securities, as well as 10 or PO securitiegt represent the right to a specific componerthe
cash flow from a pool of commercial mortgage loatmulti-family CMBS” refers to CMBS backed by conmoi@l mortgage loans on mulfamily properties
“CDOs" refers to collateralized debt obligations,CLO” refers to collateralized loan obligation; “Calidated K-Series” referi, as of March 31, 2015, fi
separate Freddie Mac- sponsored multi-family loaSé&ties securitizations , or as of December 31428k separate Freddie Mac- sponsored mialtiily loar
K-Series securitizations, of which we, or one of gpecial purpose entities, (* SPEs ”) , own thesfitoss PO securities and certain 10 securitie$atiable
Interest Entity” or “ VIE” refers to an entity in which equity investors dao Inave the characteristics of a controlling finaacinterest or do not have suffici¢
equity at risk for the entity to finance its adiies without additional subordinated financial saopfrom other parties; and “Consolidated VIEsg&fers to VIE
where the Company is the primary beneficiary, dsg both the power to direct the activities thaistrsignificantly impact the economic performantehe VIE
and a right to receive benefits or absorb lossethefentity that could be potentially significaatthe VIE.

General

We are a REIT, for federal income tax purposesh&business of acquiring, investing in, financargl managing primarily mortgagelated asse
and financial assets. Our objective is to managmrifolio of investments that will deliver stabléstlibutions to our stockholders over diverse ecpit
conditions. We intend to achieve this objectiveotlygh a combination of net interest margin and patized capital gains from our investment portfol@ui
portfolio includes certain credit sensitive assetd investments sourced from distressed marketcent years that create the potential for capaads, as we
as more traditional types of mortgage-related itmests that generate interest income.

We have endeavored to build in recent years a sified investment portfolio that includes elemeotsnterest rate and credit risk, as we belie
portfolio diversified among interest rate and cteiiks are best suited to delivering stable cdstvd over various economic cycles. Under our invest
strategy, our targeted assets currently includieleaial mortgage loans, including loans sourcednfdistressed markets, muléimily CMBS, mezzanine loa
to and preferred equity investments in owners olidfamily properties, equity and debt securitissued by entities that invest in commercial retdteselatec
debt investments and Agency RMBS. Subject to miimg our qualification as a REIT, we also may oppnistically acquire and manage various other $yq
mortgage-related and financial assets that we \#ehell compensate us appropriately for the risksogiated with them, including, without limitationon-
Agency RMBS (which may include 10s and POs), cellalized mortgage obligations and securities isdoechewly originated residential securitizatic
including credit sensitive securities from theseusiizations.

We seek to achieve a balanced and diverse fundirgonfinance our assets and operations. To this @ currently rely primarily on a combinat

of shortterm borrowings, such as repurchase agreementstevitins typically of 30 days (currently, in someessup to one year) and longer term struct
financings, such as securitization and re-secatitn transactions, with terms longer than one.year
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We internally manage a certain portion of our moitf including Agency ARMs, fixed-rate Agency RMBBonAgency RMBS, CLOs and certe
residential mortgage loans held in securitizatimists. In addition, as part of our investment sggt we also contract with certain external investtrmanage
to manage specific asset types targeted by us. /@ party to separate investment management agreemith Headlands, Midway and RiverBanc,
Headlands providing investment management serwid#s respect to our investments in certain disedssesidential mortgage loans, Midway provic
investment management services with respect tanmestments in Agency 10s, and RiverBanc providimgestment management services with respect t
investments in multi-family CMBS and certain comuial real estate-related debt investments.

Key First Quarter 2015 Developments
First Quarter 2015 Common Stock and Preferred Stdakidends

On March 18, 2015, our Board of Directors declamedtgular quarterly cash dividend of $0.27 per comrshare for the quarter ended March
2015 . The dividend was paid on April 27, 2015 to common stockholders of record as of March 30520

Also on March 18, 2015 , in accordance with thenteof our Series B Preferred Stackur Board of Directors declared a Series B Prefe6toc!
quarterly cash dividend of $0.484375 per shareesfeS B Preferred Stock. The dividend was paid pnilA5, 2015 to our Series B Preferred stockhads
record as of April 1, 2015.

Federal Home Loan Bank Membership

On February 20, 2015, our wholly-owned subsidi&@ygat Lakes Insurance Holdings LLC (“GLIHHecame a member of the Federal Home
Bank of Indianapolis (“FHLBI").As a member of the FHLBI, GLIH will have accessatoariety of products and services offered by thi B, including
secured advances. As of March 31, 2015, GLIH hadutstanding secured advances from FHLBI and hd® $Rillion of available uncommitted credit
borrowings, which amount may be adjusted at the daicretion of the FHLBI. In connection, with GLIb¢coming a member of the FHLBI, the Company
agreed to guarantee the due and punctual paym@itléfs obligations to the FHLBI.

Issuance of Common Stock under -the-Market Offering Programs

For the three months ended March 31, 2015, the @agnssued and sold 2,702,358 shares of its constoak at an average price of $7.97 per ¢
under its at-the-market offering programs, resgltimnet proceeds to the Company of approximat2ly. Bmillion.

Sale of Multi-family CMBS

In February 2015, we completed the sale of a foss PO security issued by a single Freddie Bfamasored securitization included in
Consolidated K-Series, realizing a gain of appratety $1 .5 million.

Subsequent Events

On April 22, 2015, the Company closed on an undéewr public offering of 3,600,000 shares of then@any’s 7.875% Series C Cumulat
Redeemable Preferred Stock, $0.01 par value pee $tfBeries C Preferred StockThe issuance and sale of the Series C Preferrazk $¢sulted in total n
proceeds to the Company of approximately $87.0anilafter deduction of underwriting discounts andhenissions and estimated offering expenses. Irtiadg
the Company granted the underwriters a 30-day optigourchase up to an additional 540,000 shar&snés C Preferred Stock.

Subsequent to March 31, 2015, the Company issugdad 1,413,757 shares of its common stock atvarage price of $7.79 per share under its at-
the-market offering programs, resulting in net jpexdts to the Company of approximately $10.8 million.

In April 2015, the Company received an advancel@1$0 million from FHLBI that is secured by AgerRBS.
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Current Market Conditions and Commentary

General. The U.S. economy exhibited lower than expecte8. Weal gross domestic product (“GDRjdowth in the first quarter of 2015, w
preliminary estimates for first quarter growth 02%, which follows an increase of 2.2% in GDP dgriscal year 2014. With lower than expected GD&gh
during the fourth quarter of 2014 and the slowtstaR015, U.S. Federal Reserve (“Federal Resemelitymakers appear to be pulling back on GDP gh
projections for 2015 and 2016. According to minudéthe Federal ResenseMarch 2015 meeting, the central tendency prajastfor GDP growth in 2015 he
been reduced to 2.3% to 2.7% (as compared to 26348 as of December 2014), while projections2fat6 have been reduced to 2.3% to 2.7% (as comr
to 2.5% and 3.0% as of December 2014). Similatheroeconomic indicators for the first quarter 6.8, the labor market posted mixed results. Acowydid the
U.S. Department of Labor, the U.S. unemploymere etthe end of March 2015 was 5.5%, slightly lo#tem the 5.6% unemployment rate as of the e
December 2014, while job growth decelerated duthwy quarter, with total nonfarm payroll employmeumisting an estimated average monthly increa
approximately 197,000 jobs during the first quadéR015 as compared to an average monthly incre246,000 jobs during the year ended Decembe
2014. The lower average monthly employment growtimioers for the first quarter of 2015 was signifttaimpacted by the jobs number in March 2015,
at 126,000 new jobs was significantly below mosigetions. However, other signs have suggestedabat conditions are improving modestly, includihgt a
of March 2015, the unemployment rate and the nurabanemployed persons were down by 1.1% and Ul&mirespectively, from March 2014.

Federal Reserve and Monetary Policyn April 2015, the Federal Reserve maintainedritent to keep the target range for the federabéurat
between 0% and 0.25% and indicated that in deténgnimow long to maintain the current target rartbe,Federal Reserve will assess progress, botizedan:
expected, towards its objectives of maximum empleytrand 2% inflation. Market participants generalhderstand that the Federal Reserve would likadwee
forward on raising the federal funds rate, but witimtinued signs of tepid growth and mixed econosigoals in the U.S. economy, including those digfram
the labor market that are discussed above, antivedialow inflation risks, the bond market antiates that such a tightening will likely not occefdre th
second half of 2015 and will likely occur at a velgw pace.

Single-Family Homes and Residential Mortgage Markke residential real estate market has shown sifjascelerating again in the first quarte
2015 after decelerating throughout much of 2014wdenced by the 0.5% rise in the S&P/C8bdler index of home prices in 20 major citiesHebruary 201
(as compared to January 2015), the largest suckase since July 2014. In addition, according ta geovided by the U.S. Department of Commerce/apely-
owned housing starts for single family homes avedag seasonally adjusted annual rate of 636,000glthe first quarter of 2015, as compared to
during the first quarter of 2014 and 707,700 in yle@ar ended December 31, 2014. We expect the siagidy residential real estate market to contina
improve modestly in the near term, but believe thatrun up in home prices over the past couplgeafs, the hesitancy of firithe home buyers to enter
market and the continued difficulty that many bereos face in trying to obtain mortgage financindl wémper housing gains for single family homesttia
remainder of 2015. Improving single family housifumdamentals should have a positive impact on theradl credit profile of our portfolio of distresd
residential loans.

Multi-family Housing.Apartments and other residential rental properntsain one of the better performing segments ofctiramercial real este
market. According to data provided by the U.S. Depant of Commerce, starts on mdtimily homes containing five units or more averagedeasonal
adjusted annual rate of 321,333 during the firsrtpr of 2015, as compared to 311,700 during thet fjuarter of 2015 and 340,800 during the yeaee
December 31, 2014. Moreover, vacancy trends imthbi-family sector appear to be stable. Accordinghe Multifamily Vacancy Index (“MVI”"),which i<
produced by the National Association of Home Buttdand surveys the multifamily housing indusdrperception of vacancies, the MVI decreased tvintpac
39 during the fourth quarter of 2014, which islie tange of levels posted since late 2013. Strangtie multifamily housing sector has contributed to value
improvements for multi-family properties and, imtumany of the multi-family CMBS that we own. Wepect the multifamily sector to continue to be a str
performer in the near term given the current fatr@onditions for multi-family housing in the U.S.

Credit SpreadsComparable to conditions experienced in 2014, agsitering in the first quarter of 2015 continuede challenging. In our vie
further tightening of credit spreads has largesutied from the continued pursuit of credit semsitassets by a significant amount of investablétalaphereb
placing upward pressure on the pricing of the ¢regisitive assets that we currently target. Algiothis trend has had a positive impact on theevafumany c
the credit sensitive assets in our existing padfalbhich in turn has helped to move our book valee common share higher again this quarter, irésglted in
more challenging current return environment for rievestment in these asset classes, particularlpdar multifamily CMBS product and distressed reside!
loans. Given this challenging current return envinent, we expect to remain selective and oppotiaras we source new credit sensitive product divemex
couple of quarters, but remain focused in the mesan on allocating greater capital to credit sévisiassets that rely on asset selection rather lthaerage t
generate our targeted returns.
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Financing markets and liquiditypuring the first quarter of 2015, the bond markegiexienced a significant amount of volatility witte closing yiel
of the tenyear U.S. Treasury Note trading between 1.68% aBd92, settling at 1.94% at March 31, 2015, as coatppdao 2.17% at December 31, 2(
Meanwhile short-term interest rates have held stéadthe most part during the first quarter of 80The 30-day London Interbank Offered Rate (“LIBpRas
0.18% at March 31, 2015, which is effectively unoged from December 31, 2014.

Developments at Fannie Mae and Freddie M&ayments on the Agency ARMs and fixede Agency RMBS in which we invest are guaranteg
Fannie Mae and Freddie Mac. In addition, althoughguaranteed by Freddie Mac, all of our mtatnily CMBS has been issued by securitization viek
sponsored by Freddie Mac and the Agency 10s wesinveare issued by Fannie Mae, Freddie Mac or i8iMae. As broadly publicized, Fannie Mae
Freddie Mac are presently under federal consersiipras the U.S. Government continues to evaludsefuture of these entities and what role the
Government should continue to play in the housirgkets in the future. Since being placed underriddmnservatorship, there have been a numberopiogal
introduced, both from industry groups and by th&.UWCongress, relating to changing the role of th®. l|dovernment in the mortgage market and reforror
eliminating Fannie Mae and Freddie Mac. It remainslear how the U.S. Congress will move forwardsaoh reform at this time and what impact, if atys
reform will have on mortgage REITSs.

Significant Estimates and Critical Accounting Poliges

A summary of our critical accounting policies i€lided in Item 8 of our Annual Report on Form Kder the year ended December 31, 2014
“Note 2 — Summary of Significant Accounting Polgldo the condensed consolidated financial statésnanluded therein.

Revenue Recognitiarinterest income on our investment securities abkelor sale and on our mortgage loans is accraseéd on the outstandi
principal balance and their contractual terms. Rueme and discounts associated with investment gegsuand mortgage loans at the time of purcha:
origination are amortized into interest income oier life of such securities using the effectivelgimethod. Adjustments to premium amortizationraegle fo
actual prepayment activity.

Interest income on our credit sensitive securitsessh as our noAgency RMBS and certain of our CMBS that were pasgd at a discount to |
value, is recognized based on the security’s effedhterest rate. The effective interest rate loese securities is based on manageraergtimate from ea
security of the projected cash flows, which arénestied based on the Compasigssumptions related to fluctuations in interatts, prepayment speeds anc
timing and amount of credit losses. On at leasiartgrly basis, the Company reviews and, if appat@rmakes adjustments to its cash flow projestioased ¢
input and analysis received from external sountesrnal models, and its judgment about interestsigprepayment rates, the timing and amount afitciesses
and other factors. Changes in cash flows from tlwoiggnally projected, or from those estimatedts tast evaluation, may result in a prospectivengban thi
yield/interest income recognized on these secaritie

Based on the projected cash flows from the Comgafingt loss PO multfamily CMBS purchased at a discount to par valygorion of the purcha
discount is designated as non-accretable purchiaseutht or credit reserve, which partially mitigatte Company risk of loss on the mortgages collaterali.
such CMBS, and is not expected to be accretediimévest income. The amount designated as a amesiirve may be adjusted over time, based on thel
performance of the security, its underlying colate actual and projected cash flow from such ¢etll, economic conditions and other factors. &
performance of a security with a credit reserve@e favorable than forecasted, a portion of thewarhdesignated as credit reserve may be accratieihieres
income over time. Conversely, if the performance skcurity with a credit reserve is less favoraihée forecasted, the amount designated as cesitve ma
be increased, or impairment charges and write-damfssch securities to a new cost basis could resul

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

Fair value.The Company has established and documented predessietermining fair values. Fair value is baspdn quoted market prices, wh
available. If listed prices or quotes are not @e, then fair value is based upon internallyedleped models that primarily use inputs that areketdased c
independentlysourced market parameters, including interestyie curves. Such inputs to the valuation methogglare unobservable and significant to
fair value measurement. The Company’s interest-@WMBS, principal-only CMBS, multi-family loans held securitization trusts and mufmily CDOs ar
considered to be the most significant of its failue estimates.

The Company’s valuation methodologies are describetlote 14 — Fair Value of Financial Instrumenistluded in Part I, Item 1 of this Quarte
Report on Form 10-Q.
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Residential Mortgage Loans Held in SecuritizationsEs — Impaired Loans (netynpaired residential mortgage loans held in theisgzation trust
are recorded at amortized cost less specific loam teserves. Impaired loan value is based on reareags estimate of the net realizable value taking
consideration local market conditions of the distedl property, updated appraisal values of theepiypm@mnd estimated expenses required to remedia
impaired loan.

Variable Interest Entities: A variable interest entity (“VIE")s an entity that lacks one or more of the chargties of a voting interest entity. A V
is defined as an entity in which equity investoesribt have the characteristics of a controllingficial interest or do not have sufficient equityigk for the
entity to finance its activities without additionalibordinated financial support from other partiese Company consolidates a VIE when it is the pry
beneficiary of such VIE. As primary beneficiaryhias both the power to direct the activities thastsignificantly impact the economic performantéhe VIE
and a right to receive benefits or absorb lossekeoéntity that could be potentially significaatthe VIE. The Company is required to reconsideeitaluation ¢
whether to consolidate a VIE each reporting petii@sed upon changes in the facts and circumstgectsning to the VIE.

Loan Consolidation Reporting Requirement for CertMulti-Family K-Series SecuritizationsAs of March 31, 2015 and December 31, 2014
owned 100% of the first loss tranche of securitiéshe Consolidated K-Series. The Consolidate8d€ies collectively represents, as of March 31,520ive
separate Freddie Mac sponsored multi-family loa8dfies securitizations, or as of December 31, 26i¥4eparate Freddie Mac sponsored multi-faminl&-
Series securitizations, of which we, or one of 8®Es, own the first loss PO securities and cel@isecurities. We determined that the Consolid&teSerie:
were VIEs and that we are the primary beneficidrthe Consolidated K-Series. As a result, we ageiired to consolidate the Consolidated K-Sengglerlying
multi-family loans including their liabilities, income @®xpenses in our consolidated financial statem&éshave elected the fair value option on thetass®
liabilities held within the Consolidated K-Serieghich requires that changes in valuations in tleetsand liabilities of the Consolidated3¢€ries to be reflect:
in our consolidated statement of operations.

Fair Value Option- The fair value option provides an election thab\a companies to irrevocably elect fair value foaficial assets and liabilities
an instrument-bynastrument basis at initial recognition. Changefainvalue for assets and liabilities for whicketblection is made will be recognized in earn
as they occur. The Company elected the fair vapten for its Agency 10 investments and the Coitlsted KSeries (as defined in Note 2 to our unauc
condensed consolidated financial statements indlirdéhis Quarterly Report on Form 10-Q).

Acquired Distressed Residential Mortgage Loamscquired distressed residential mortgage loanstibae evidence of deteriorated credit quali
acquisition are accounted for under ASC Subtopi-30, "Loans and Debt Securities Acquired with Dierated Credit Quality” ("ASC 3180"). Under AS(
31030, the acquired loans may be aggregated and aecbfor as a pool of loans if the loans being aggired have common risk characteristics. A po
accounted for as a single asset with a single ceitgpmterest rate and an aggregate expectaticasif flows. Once a pool is assembled, it is treated it wa:
one loan for purposes of applying the accountingance

Under ASC 310-30, the excess of cash flows expettdrt collected over the carrying amount of trenk referred to as the “accretable yield,”
accreted into interest income over the life of thans in each pool or individually using a levetldi methodology. Accordingly, our acquired distez
residential mortgage loans accounted for under B3@30 are not subject to classification as nonacceigsification in the same manner as our residi
mortgage loans that were not distressed when adjby us. Rather, interest income on acquiredediséd residential mortgage loans relates to thetabd
yield recognized at the pool level or on an indidtloan basis, and not to contractual interesimEnts received at the loan level. The differencevber
contractually required principal and interest pagteeand the cash flows expected to be collecteférresl to as the “non-accretable differencéludes
estimates of both the impact of prepayments andarp credit losses over the life of the individiealn, or the pool (for loans grouped into a pool).

The Company monitors actual cash collections agamexpectations, and revised cash flow expemtatare prepared as necessary. A decre:
expected cash flows in subsequent periods mayatalithat the loan pool or individual loan, as aggille, is impaired, thus requiring the establishnuérar
allowance for loan losses by a charge to the pimvifor loan losses. An increase in expected chshisfin subsequent periods initially reduces argvimusly
established allowance for loan losses by the iseréa the present value of cash flows expectedetodiiected, and results in a recalculation ofaheunt o
accretable yield for the loan pool. The adjustmahéccretable yield due to an increase in expectath flows is accounted for prospectively as a gbar
estimate. The additional cash flows expected todilected are reclassified from the naceretable difference to the accretable yield, tasdamount of period
accretion is adjusted accordingly over the remaitifie of the loans in the pool or individual loas applicable.

Recent Accounting Pronouncements

A discussion of recent accounting pronouncements the possible effects on our financial stateméstecluded in “Note 2 —Summary ¢
Significant Accounting Policies” included in Paritem 1 of this Quarterly Report on Form 10-Q.
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Capital Allocation

The following tables set forth our allocated calpktg investment type at March 31, 2015 and Decen®ier2014, respectively (dollar amount:

thousands):

At March 31, 2015 :

Distressed  Residential
Agency Multi- Residential ~ Securitized
RMBS (1) Agency I0s Family (2) Loans®) Loans(4) Other (5) Total
Carrying value $ 643,18 $ 121,36¢ $ 420,47 $ 572,837 $ 142,67° $ 41,22¢ $ 1,941,76!
Liabilities:
Callable(®) (556,556 (63,185 — (238,229 — — (857,969
Non-callable — — (83,630 (116,685 (138,367 (45,000 (383,679
Hedges (Net§”) 1,272 (877) — — — — 39t
Cash®) 2,92¢ 49,00t 1,73¢ — — 83,60 137,26¢
Other 4,417 3,64¢ (3,439 22,32¢ 991 (31,969 (4,029
Net capital allocate $ 9524: $ 109,95¢ $ 335,14! $ 240,250 $ 5301 $ 47,86( $ 833,75

(1) Includes both Agency ARMs and Agency fixed @tdBS.

(2  The Company determined it is the primary benaficof the Consolidated K-Series and has conselitiite Consolidated K-Series into the Company’s
financial statements. A reconciliation to our fio& statements as of March 31, 2(follows:

Multi-family loans held in securitization trustg,fair value

Multi-family CDOs, at fair value
Net carrying value

Investment securities available for sale, at falue held in securitization trusts

Total CMBS, at fair value

First mortgage loan, mezzanine loan and equitystments

Securitized debt
Cash and other
Net Capital in Mult-Family

$ 7,399,85
(7,106,68)

293,17

39,25

332,42

88,05:

(83,63()

(1,699

$ 335,14

® Includes mortgage loans held for sale with a cagyialue of $3.9 million that is included in ther@panys accompanying condensed consolidated ba

sheet in receivables and other assets.

(4) Represents our residential mortgage loans hedéduritization trusts. We securitized these loar2005.
®  Other includes CLOs having a carrying value of $3&illion, non-Agency RMBS and loans held for intraent. Other nomallable liabilities consist

$45.0 million in subordinated debentures.
(®) Includes repurchase agreements.

accompanying condensed consolidated balance shestaivables and other assets.
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At December 31, 2014

Distressed Residential

Agency Multi- Residential ~ Securitized
RMBS (1) Agency I0s  Family @ Loans (3 Loans(4) Other (5) Total
Carrying value $ 66037: $ 119,130 $ 430,78 $ 587,86( $ 149.61: $ 41,38: $ 1,989,15
Liabilities:
Callable(6) (585,05)) (66,919 — (238,949 — — (890,91
Non-callable — — (83,519 (149,369 (145,547 (45,000 (423,419
Hedges (Net§7) 3,501 11,41¢ — — — — 14,91¢
Cash(®) 2,781 40,57: — — — 72,80¢ 116,16:
Other 2,731 3,32¢ (5,569 39,75¢ 1,531 (29,750 12,03
Net capital allocated $ 84,33t $ 107,530 $ 341,700 $ 239,30t $ 560 $ 39,44: $ 817,92

(1) Includes both Agency ARMs and Agency fixed @tdBS.
@ The Company determined it is the primary beneficiaf the Consolidated K-Series and has consolid#tiedConsolidated K-Series into the Company’
financial statements. A reconciliation to our fio& statements as of December 31, 2014 follows:

Multi-family loans held in securitization trustg,fair value $ 8,365,51:
Multi-family CDQOs, at fair value (8,048,05)
Net carrying value 317,46
Investment securities available for sale, at falue held in securitization trusts 38,59¢
Total CMBS, at fair value 356,05!
First mortgage loan, mezzanine loan and prefergedyeinvestments 74,73¢
Securitized debt (83,519
Other (5,569)
Net Capital in Mult-family $ 341,70

® Includes mortgage loans held for sale with a cagyalue of $5.2 million that is included in the @manys accompanying consolidated balance she
receivables and other assets.

(4)  Represents our residential mortgage loans hedeguritization trusts. We securitized these loar905.

®  Other includes CLOs having a carrying value of 83&illion, non-Agency RMBS and loans held for intraent. Other nomallable liabilities consist
$45.0 million in subordinated debentures.

(8) Includes repurchase agreements.

(7) Includes derivative assets, derivative liabilitipayable for securities purchased and restrictst pasted as margin.

(8) Includes $40.6 million held in overnight depositsaur Agency 10 portfolio to be used for tradingrpases. Such deposit is included in the Company’
accompanying consolidated balance sheet in redevand other assets.

52




Comparison of the Three Months Ended March 31, 2018 the Three Months Ended March 31, 2014

For the three months ended March 31, 2015, we tegoret income attributable to common stockhol@éi$22.1 million as compared to net incc
attributable to common stockholders of $21.3 millfor the same period in 2014. The main componehtke change in net income for the three montluee
March 31, 2015, as compared to the same perio@14 are detailed in the following table (dollar amts in thousands, except per share data):

For the Three Months
Ended March 31,

2015 201 4 $ Change
Net interest incom $ 21,60 $ 19,82 $ 1,77¢
Total other income $ 13,03: $ 13,47 $ (442)
Total expenses $ 10,84¢ $ 755¢ $ 3,281
Income from operations before income taxes $ 23,78¢ $ 25,74. % (1,957
Income tax expense $ 245 $ 3,03C $ (2,785
Net income $ 23,54: $ 22,71 $ 832
Preferred stock dividends $ (1,45¢) $ (1,459 $ —
Net income attributable to common stockholc $ 22,09 $ 21,25¢ $ 83z
Basic income per common share $ 021 $ 0.2¢ $ (0.0¢)
Diluted income per common share $ 021 $ 0.2¢ 3 (0.09)

Net Interest Income

The increase in net interest income for the threaths ended March 31, 2015 as compared to thespameling period in the prior year is prima
attributable to an increase in the Comparipterest earning assets, which were approxim&e® billion for the quarter end March 31, 2015ampared to $1
billion for the quarter ended March 31, 2014. Imtigalar, the Company has increased its investmientisstressed residential loans to $569.0 milksnof Marcl
31, 2015 from $234.4 million as of March 31, 206ekulting in an increase of approximately $4.6ionillin net interest income. Net interest incometfa thre
months ended March 31, 2015 was negatively impalbyedur Agency 10 portfolio, where net interestante decreased by approximately $2.3 million
primarily to an increase in prepayment rates in20&5 first quarter as compared to prepayment fatebe same period in the prior year. Net interesome fo
the three months ended March 31, 2015 from our 8&g&MBS portfolio decreased by $0.7 million as cangal to the corresponding period in the prior yke
to a decrease in the portfolipaverage interest earning assets from approxiyjn@#d4.2 million for the quarter ended March 3112@0 approximately $65¢
million for the quarter ended March 31, 2015. Nekfiest income for the three months ended Marci2815 was also negatively impacted by a decree
approximately $0.5 million in net interest incomeaur multi-family portfolio primarily due to theake of two of our Freddie-Mac CMBS Reries investments
2014 and one of our Freddie-Mac CMBS K-Series itmests in early 2015. See “Quarterly Net Intergse8d” below.

Overall, net interest margin declined in the fagearter of 2015 as compared to the first quart@0df4. In recent quarters, the Company has incdeige
capital allocation to distressed residential loassmanagement believes that the currentatfjlusted returns on these assets are more atgdbtin the curre
risk-adjusted returns on its other targeted assetshé€bmpany continues to expand its distressedenesad loan portfolio, it expects the net portfolideres
margin to trend downward, with the impact of lowsst margin being partially offset by a slight irase in leverage. Our Freddie-Mac CMBSSKie:
investments have higher yields than distressedeatil loans but are generally financed with lessrage than residential loans.

Other Income

Total other income decreased by $0.4 million far three months ended March 31, 2015 as compartkeé tame period in 2014. The changes in
other income were primarily driven by:

e A decrease in realized gain on investment secsraied related hedges of $0.9 million and an ineréasnet unrealized loss on investrr
securities and related hedges of $4.0 million fer three months ended March 31, 2015 as compardteteame period in 2014, which w
primarily related to our Agency 10 portfolio. Theg@ncy 10 portfolio is an actively managed strateggulting in both unrealized and reali
activity. The Agency IO strategy is a net intenestrginfocused strategy in which we expect the unrealaedirealized gains and losses to o
each other and result in no material income or s time. During the first quarter of 2015, thecing of our Agency IO portfolio we
negatively impacted by the significant spread widgndue to an unexpected mortgage policy announcerfrem the Federal Housi
Administration and increased interest rate votstili

e An increase in gain on de-consolidation of $1.8ion due to the sale of a first loss PO secuiggued by a single Freddie Mapensore
securitization included in the Consolidated K-Serie
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e Anincrease in net unrealized gains on mialtitily loans and debt held in securitization trust$8.7 million for the three months ended Mardk,
2015, as compared to the same period in 2014 wkiphimarily due to improved pricing on our muiéimily CMBS investments that has b
driven, in part, by increased market demand far pinoduct.

e A decrease in realized gains on distressed resadenbrtgage loans of $7.5 million for the threentts ended March 31, 2015, as compart
the same period in 2014, due to lower refinancing sale activity in the 2015 period. For the thmeenths ended March 31, 2014, the Comj
generated $8.2 million of realized gains, with thejority of the realized income from loan resalBsome generated from the distres
residential loan workouts and resales was lowehénfirst quarter of 2015 as compared to the saemn®g in 2014 and fourth quarter of 2(
primarily due to transaction timing. The Companygoal when disposing of distressed residentiaidoia to consummate sales at the |
favorable price that management believes it caaiopivhich frequently results in selling to buyeiith lengthier diligence requirements. As st
income generation from the workout or resale o§¢hleans is expected to be uneven from quartendotey.

e An increase in other income of $1.8 million for ttleee months ended March 31, 2015, as compargdetsame period in 2014, whict
primarily due to the following two factors: 1) ancrease in income from our 67% outstanding commmuh @eferred equity interest in |
Multifamily Investors LLC, an entity that investa commercial real estatelated debt investments and is managed by RiverBamd 2) a
increase in income related to our 20% membershgest in RiverBanc.

Comparative Expense@&lollar amounts in thousands)

For the Three Months Ended March 31,

Expenses 2015 2014 $ Change
Salaries, benefits and directors’ compensation $ 1,08 $ 1,05C $ 32
Base management and incentive fees 6,87( 3,77¢ 3,092
Expenses on distressed residential mortgage loans 1,88¢ 1,217 672
Other 1,01( 1,51¢ (509)
Total $ 10,84¢ $ 7,55¢ % 3,28i

The increase in base management and incentivéidedise three months ended March 31, 2015, as coedpa the same period in 2014, was dr
by (i) the increase in assets managed by our edtenanagers, and (ii) the $3.2 million incentive fearned by RiverBanc from the sale of the nfalinly
CMBS security included in the ConsolidatedS€ries in the first quarter of 2015, resulting inogal realized gain of $10.9 million, including .49million
previously recognized in prior year earnings asalized gain on multiamily loans and debt held in securitization trusts! $1.5 million during the period
gain on deconsolidation. The increase in incentive fee eamme®iverBanc was partially offset by a decreasmaentive fee earned by Headlands due to |
loan sale activity during the period as compareth&prior period and a decrease in incentive fgaedl by Midway due to losses incurred by the Agd@
portfolio during the period as compared to the saevéod in the prior year.

The $0.7 million increase in expenses related soesed residential mortgage loans as comparthe ame period in 2014 is due to a higher aw
balance of loans outstanding, thereby resultinggher servicing costs, work-out costs and duglice costs.

Income Tax Expenst

The decrease in income tax expense for the threghm@nded March 31, 2015, as compared to the pan@d in 2014was primarily due to low
loan sale activity in our distressed residentiahlgortfolio. The realized gain on sale from loativéty is transacted in a taxable REIT subsidifoy REIT
compliance purposes and accordingly is subjeaidal) state and federal taxes.
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Quarterly Comparative Net Interest Spread

Our results of operations for our investment pdidgfduring a given period typically reflect the nieterest income earned on our investment pori
of RMBS, CMBS (including CMBS held in securitizatidrusts), residential securitized loans, distrésssidential loans including, distressed residérmian:
held in securitization trusts, loans held for inwesnt, mezzanine loans and preferred equity invesstsnaccounted for as loantans held for sale and CL
(collectively, our “Interest Earning AssetsThe net interest spread is impacted by factors asabur cost of financing, the interest rate thatiovestments be
and our interest rate hedging strategies. Furthexpntbe amount of premium or discount paid on paseld portfolio investments and the prepayment @t
portfolio investments will impact the net interasgiread as such factors will be amortized over ¥pe&ed term of such investments. Realized andalinee
gains and losses on TBAs, Eurodollar and Treasutyrés and other derivatives associated with ouengg 1O investments, which do not utilize he
accounting for financial reporting purposes, auded in other income (expense) in our statemeoperations, and therefore, not reflected in tatadet fort
below.

The following table sets forth certain informatiahout our portfolio by investment type and thelated interest income, interest expense, weig
average yield, average cost of funds and net isttepread for the three months ended March 31, 28d5014 (dollar amounts in thousands):

For the Quarter Ended March 31, 2015

Multi- Distressed  Residential
Agency Family @ Residential ~ Securitized
RMBS Agency |0s @ Loans Loans Other Total
Interest Income $ 3,31F $ 3,566 $ 7821 $ 10,55: $ 871 $ 2,76 $ 28,89(
Interest Expense (1,220 (19¢) (1,48¢) (3,687 (239 — (6,830
Interest Expense on Subordinated Debentur: ! — — — — — (459 (459)
Net Interest Income $ 2,098 $ 3,36¢ $ 6,33t $ 6,861 $ 63z 3 2,30¢  $ 21,60
Average Interest Earning Asséis $ 659,48 $ 131,58 $ 26522 $ 576,21+ $ 152,011 $ 30,25( $ 1,814,77!
Weighted Average Yield on Interest Earning
Assets4) 2.01% 10.8%% 11.8(% 7.3% 2.2% 36.5% 6.31%
Average Cost of Fund® 0.85% 1.22% 7.15% 4.02% 0.67% — 2.22%
Weighted Average Cost of subordinated
debentures — — — = — 4.08% 4.08%
Net Interest Spre&(®) 1.16% 9.61% 4.65% 3.3(% 1.62% 36.5/% 4.15%
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For the Quarter Ended March 31, 2014

Multi- Distressed  Residential
Agency Family @ Residential ~ Securitized
RMBS Agency |0s @ Loans Loans Other Total
Interest Income $ 4,02¢ % 593: $ 9,21C $ 435; % 97¢ % 1,99C $  26,49:
Interest Expense (1,210 (223) (2,425 (2,077) (23%) (37) (6,207
Interest Expense on Subordinated Debentur: ! — — — — — (459) (459)
Net Interest Income $ 2,81¢ $ 571C $ 6,78 $ 227 $ 74 3% 1,49 $ 19,82¢
Average Interest Earning Asséis $ 764200 $ 146,88 $ 300,31 $ 231,91 $ 166,92( $ 22,02 $ 1,632,241
Weighted Average Yield on Interest Earning
Assets4) 2.11% 16.16% 12.2% 7.51% 2.3% 36.1% 6.4<%
Average Cost of Fund® 0.72% 0.94% 7.23% 4.7%% 0.6(% — 2.01%
Weighted Average Cost of subordinated
debentures — — — = — 4.08% 4.06%
1.3%% 15.2:% 5.04% 2.72% 1.7%% 36.15% 4.4t%

Net Interest Sprea®)

()]

@

(©)

The Company determined it is the primary beneficialr certain Freddie Mac-sponsored K-Series sdzatibns (the “Consolidated K-Series% define
below) and has consolidated the Consolidated KeSénito the Compang’financial statements. Average Interest Earniagefs for the quarter excludes
Consolidated K-Series assets other than thoseiesussued by the securitizations comprising@uwaisolidated KSeries that are actually owned by us
interest income amounts represent interest incarmeed by securities that are actually owned byAugconciliation of our interest income in muféimily
investments to our condensed consolidated finastééments for the three months ended March 315 20d 2014 is set forth below (dollar amoun
thousands):

March 31, 2015 March 31, 2014

Interest income, multi-family loans held in sedagtion trusts $ 66,30 $ 74,94¢

Interest income, investment securities, availabtesfle(Note 1) 827 2,417

Interest expense, multi-family collateralized ohtigns (60,099 (68,749

Interest income, multi-family CMBS 7,03z 8,61«

Interest income, mezzanine loan and preferred yquiestmentgNote 1) 78¢ 59€

Interest income in Multi-Family $ 7,821 $ 9,21(
(Note 1)

Included in the Company’s accompanying condenseddlwated statements of operations in interesinve;
investment securities and other.

Average Interest Earning Assets for the quarteluebes all Consolidated Series assets other than those securities issuditetsecuritizations comprisi
the Consolidated K-Series that are actually ownedsh
Our Average Interest Earning Assets is calcdlatch quarter based on daily average amortized cos

(4)  Our Weighted Average Yield on Interest Earning Asseas calculated by dividing our annualized indetacome for the quarter by our average Int
Earning Assets for the quarter.
() Our Average Cost of Funds was calculated by digidiur annualized interest expense by our averageest bearing liabilities, excluding subordin:

(6)

debentures for the quarter. Our Average Cost ad$uncludes interest expense on our interest reaps
Net Interest Spread is the difference between oeigiied Average Yield on Interest Earning Assets @ur Average Cost of Funds, excluding the Weig
Average Cost of subordinated debentures.
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Prepayment Experienc

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

Weighted
Average
Agency Non- for
Agency Fixed Agency Agency Residential Overall

Quarter Ended ARMs Rate I0s RMBS Securitizations Portfolio
March 31, 2015 9.1% 6.5% 14.7% 15.5% 12.€% 11.2%
December 31, 2014 12.2% 6.5% 14.€% 13.7% 5.4% 11.1%
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% 11.2% 9.7% 7.5% 8.8%
December 31, 2013 6.7% 5.2% 13.5% 16.6% 12.€% 10.(%
September 30, 2013 16.6% 8.5% 20.2% 23.6% 12.(% 15.2%
June 30, 2013 22.2% 6.4% 21.%% 18.2% 6.5% 15.2%

When prepayment expectations over the remainimgdifassets increase, we have to amortize premawas a shorter time period resulting i
reduced yield to maturity on our investment assétmversely, if prepayment expectations decredse ptemium would be amortized over a longer pt
resulting in a higher yield to maturity. In additiothe market values and cash flows from our Agd@s/ can be adversely affected during periods eVatk«
prepayments, such as we experienced in January. 204 ®xperienced a decline of $4.6 million in meerest income during the quarter ended March 81%
primarily as a result of higher than expected pyepent rates during the quarter. We monitor our ayegent experience on a monthly basis and adju:
amortization rate to reflect current market coraisi.

Financial Condition

As of March 31, 2015, we had approximately $9.6dvilof total assets, as compared to approximak&.5 billion of total assets as of Decembe
2014. The decrease in total assets is primarigsalt of our de-consolidation of $1.1 billion in KMuFamily loans held in a securitization trust du¢hie sale of
first loss PO security in one of the Company’s @didsted K-Series. A significant portion of our essrepresents the assets comprising the Consalid&t
Series, which we consolidate under the accountitesr As of March 31, 2015 and December 31, 20%!Consolidated kKSeries assets amount to approxims
$7.4 billion and $8.4 billion, respectively. Seddigficant Estimates and Critical Accounting Padisi-Loan Consolidation Reporting Requirement for de
Multi-Family K-Series Securitizations.
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Balance Sheet Analysis

Investment Securities Available for Sale At March 31, 2015, our securities portfolio indes Agency RMBS, including Agency fixedte and ARN
pass-through certificates, Agency 10s, nagency RMBS, U.S. Treasury securities and CLOschvlgire classified as investment securities availédl sale. A
March 31, 2015, we had no investment securities $ingle issuer or entity that had an aggregat& katue in excess of 10% of our total assets. Tdwahse i
carrying value of investment securities availaloiedale as of March 31, 2015 as compared to DeceBihe2014 is primarily a result of principal paydts, a
well as changes in market value.

The following tables set forth the balances of mwestment securities available for sale by vintéige, by issue year) as of March 31, 2015
December 31, 2014, respectively (dollar amounthdnsands):

March 31, 2015 December 31, 201.
Carrying Carrying
Par Value Value Par Value Value
Agency RMBS
ARMs
Prior to 2011 $ 18,17« $ 19,30 $ 19,12¢ $ 20,32¢
2011 18,40¢ 19,52¢ 19,40¢ 20,38
2012 131,89¢ 138,21¢ 135,88 140,98
Total ARMs 168,48: 177,04¢ 174,42. 181,69:
Fixed
2011 1,831 1,91¢ 1,89¢ 1,97
2012 443,38: 464,22( 458,87 476,70¢
Total Fixed 445,21« 466,13¢ 460,77( 478,68
10
Prior to 2011 189,35° 26,78¢ 202,96: 28,31:
2011 125,41 19,41¢ 132,54¢ 20,85¢
2012 264,97( 42,80¢ 278,33. 46,26:
2013 121,03¢ 20,85« 125,17¢ 21,82:
2014 16,03¢ 1,51( 16,57 1,877
Total I0s 716,81¢ 111,37¢ 755,59 119,13:
Total Agency RMBS 1,330,51: 754,56 1,390,78: 779,50!
U.S. Treasury securities
2015 10,00( 9,99: — —
Non Agency RMBS
2006 2,40¢ 1,847 2,53¢ 1,93¢
CLOs
2007 35,55( 35,14: 35,55( 35,20:
Total $ 1,378,46 $ 80154« $ 1,428,86 $ 816,64"
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Investment Securities Available for Sale Held in Ggitization Trusts. At March 31, 2015, our securities portfolio indas multifamily CMBS
classified as investment securities available &e $ield in securitization trusts, which are mtdtihily CMBS transferred to Consolidated VIEs thavé bee
securitized into beneficial interests. The follogitable sets forth the balances of our investmeaiirities available for sale held in securitizatinrsts by vintag
(i.e., by issue year) as of March 31, 2015 and Bdsez 31, 2014 (dollar amounts in thousands):

March 31, 2015 December 31, 201 4
Carrying Carrying
Par Value Value Par Value Value
CMBS:
2011 $ 883,12. $ 39,25. $ 886,11° $ 38,59«
Total $ 883,12 $ 39,25 $ 886,117 $ 38,59«

Residential Mortgage Loans Held in Securitizatiorrdsts (net). Included in our portfolio are prime ARM loans theg originated or purchased
bulk from third parties that met our investmentesia and portfolio requirements and that we subeetly securitized in 2005.

At March 31, 2015, residential mortgage loans lelsecuritization trusts totaled approximately $Z4@illion. The Company net investment in tl
residential securitization trusts was $5.3 millanMarch 31, 2015, which is the maximum amounth&f €ompanys investment that is at risk to loss
represents the difference between the carrying amafu(i) the ARM loans and real estate owned heldesidential securitization trusts and (ii) theaunt o
Residential CDOs outstanding. Of the residentiaftgeme loans held in securitized trusts, 100% radittonal ARMs or hybrid ARMs, 83.3% of which a#A&kM
loans that are interest only. With respect to tyierid ARMs included in these securitizations, ietgrrate reset periods were predominately fivesyeatess ar
the interest-only period is typically 9 years, whimitigates the “payment shockt the time of interest rate reset. None of thaleggial mortgage loans held
securitization trusts are pay option-ARMs or ARMighwiegative amortization.

The following table details our residential mortgdgans held in securitization trusts at March&115 and December 31, 2014, respectively (c
amounts in thousands):

Unpaid
Number of Loans Principal Carrying Value
March 31, 2015 38C $ 145,69 $ 142,67
December 31, 2014 398§ 152,277 $ 149,61«

Characteristics of Our Residential Mortgage LoareldHin Securitization Trusts:

The following table sets forth the composition off @esidential mortgage loans held in securitizatimsts as of March 31, 2015 and Decembe
2014, respectively (dollar amounts in thousands):

March 31, 2015 December 31, 2014
Average High Low Average High Low

General Loan Characteristics:

Original Loan Balance $ 437 2,95( 48 $ 441 % 295 $ 48
Current Coupon Rate 2.7%% 7.25% 1.25% 2.7%% 7.25% 1.25%
Gross Margin 2.3t% 4.1%% 1.1%% 2.3t% 4.1%% 1.1%
Lifetime Cap 11.3% 13.25% 9.38% 11.3% 13.25% 9.3t%
Original Term (Months) 36C 36C 36C 36C 36C 36C
Remaining Term (Months) 242 24¢ 20¢ 24t 252 211
Average Months to Reset 6 11 1 5 11 1
Original FICO Score 72t 81¢ 59z 72€ 81¢ 592
Original LTV 70.3(% 95.0(% 13.9% 70.3%% 95.0(% 13.9%%
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The following tables detail the activity for thesidential mortgage loans held in securitizatiorstsynet) for the three months ended March 31,
and 2014, respectively (dollar amounts in thouspnds

Allowance for Net Carrying

Principal Premium Loan Losses Value
Ba lance, January 1, 2015 $ 152,270 $ 96 $ (3,63) $ 149,61
Principal repayments (6,77%) — — (6,775
Provision for loan loss — — (310 (310
Transfer to real estate owned 19z — 1 192
Charge-Offs — — — —
Amortization of premium — (44) — (44)
Balance, March 31, 2015 $ 145,69 $ 924 % (3,942 $ 142,67

Allowance for Net Carrying

Principal Premium Loan Losses Value
Ba lance, January 1, 2014 $ 165,17. $ 1,05 $ (2,989 $ 163,23’
Principal repayments (4,365) — — (4,36%)
Provision for loan loss — — (16) (16
Transfer to real estate owned (212 — 157 (55
Charge-Offs 741 — — 741
Amortization of premium — (30) — (30)
Balance, March 31, 2014 $ 161,337 $ 1,028 $ (2,848 $ 159,51:

Acquired Distressed Residential Mortgage Loan®istressed residential mortgage loans held iurdizzation trusts and distressed reside
mortgage loans are comprised of pools of fixed asidstable rate residential mortgage loans acquyetthe Company at a discount to par value (thdus, ir
part, to the credit quality of the borrower). Déstsed residential mortgage loans held in securdizérusts are distressed residential mortgagesdaansferred -
Consolidated VIEs that have been securitized ietteficial interests.

At March 31, 2015 and December 31, 2014, distresssitlential mortgage loans had a carrying valugs69.0 million and $582.7 millio
respectively.

The Companys distressed residential mortgage loans held iorigation trusts with a carrying value of appnmetely $213.3 million and $221
million at March 31, 2015 and December 31, 2014peetively, are pledged as collateral for certdirthe securitized debt issued by the Company.
Company’s net investment in the securitizationtiusvhich is the maximum amount of the Companiyivestment that is at risk to loss and represte
difference between the carrying amount of the sset and liabilities associated with the distésesidential mortgage loans held in securitizatrosts, wa
$111.7 million and $110.3 million at March 31, 20dr&d December 31, 2014, respectively.

In addition, distressed residential mortgage loaite a carrying value of approximately $324.0 noiliand $327.4 million at March 31, 2015
December 31, 2014, respectively, are pledged detex! for a master repurchase agreement, withidoba Bank AG, Cayman Islands Branch.

The following table details our portfolio of distsed residential mortgage loans, including thostredised residential mortgage loans he
securitization trusts, at March 31, 2015 and Deaarf, 2014, respectively (dollar amounts in thods

Number of
Loans Unpaid principal Carrying Value
March 31, 2015 6,21 $ 667,38¢ $ 568,97¢
December 31, 2014 6,291 $ 684,50¢ $ 582,69¢
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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% or less

50.01% - 60.00%

60.01% - 70.00%

70.01% - 80.00%

80.01% - 90.00%

90.01% - 100.00%
100.01% and over

Total

FICO Scores at Purchase
550 or less

551 to 600

601 to 650

651 to 700

701 to 750

751 to 800

801 and over

Total

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

Total

Delinquency Status
Current

31 - 60 days

61 — 90 days

90+ days

Total

Origination Year
2005 or earlier
2006

2007

2008 or later

Total

March 31, December 31,
2015 201 4
3.5% 3.6%
3.6% 3.7%
6.5% 6.6%
9.1% 9.(%
11.€% 11.%%
12.5% 12.4%
53.(% 52.£%
100.(% 100.(%
March 31, December 31,
2015 201 4
13.% 13.¢%
26.5% 26.2%
29.2% 29.(%
18.2% 18.4%
8.8% 8.¢%
2.8% 3.(%
0.5% 0.6%
100.(% 100.(%
March 31, December 31,
2015 2014
17.2% 17.1%
7.1% 7.C%
15.2% 15.2%
12.7% 12.7%
47.1% 48.(%
100.(% 100.(%
March 31, December 31,
2015 2014
86.2% 88.2%
8.2% 5.5%
1.1% 2.3%
4.4% 4.C%
100.(% 100.(%
March 31, December 31,
2015 2014
25.7% 25.6%
19.€% 19.8%
36.5% 36.5%
17.€% 18.1%
100.(% 100.(%
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Consolidated K-SeriesAs of March 31, 2015 and December 31, 2014, we dwli®% of the first loss securities of the Consaikd KSeries. Th
Consolidated K-Series are comprised of multi-familgrtgage loans held in five and six Freddie Magrspred multi-family KSeries securitizations as of Ma
31, 2015 and December 31, 2014, respectively, dtlwkve, or one of our SPEs, own the first loss sées and certain 10s. We determined that
securitizations comprising the Consolidate®©&res were VIEs and that we are the primary beiagji of these securitizations. Accordingly, we ezgquired t
consolidate the Consolidated K-Series’ underlyingtiafamily loans and related debt, income and expems®ii financial statements. We have elected thr
value option on the assets and liabilities helchimitthe Consolidated ISeries, which requires that changes in valuationthé assets and liabilities of
Consolidated K-Series will be reflected in our caitated statement of operations. As of March 3L,52and December 31, 2014, the ConsolidateteKes wa
comprised of $7.4 billion and $8.4 billion, respeely, in multi-family loans held in securitizatidnusts and $7.1 billion and $8.0 billion, respeely, in multi-
family CDOs outstanding with a weighted averageerest rate of 3.98%. As a result of the consolisatdf the Consolidated Keries, our condens
consolidated statements of operations for the thmeeths ended March 31, 2015 included $66.3 miliioimterest income and $60.1 million in interespense
respectively. Also, we recognized a $13.6 milliomrealized gain in the condensed consolidated setewf operations for the three months ended Mat;
2015 as a result of the fair value accounting metetlection. We do not have any claims to the agsgher than the security represented by our Ifisst piece
or obligations for the liabilities of the Consolidd K-Series. Our investment in the Consolidate8dfies is limited to the mulfamily CMBS comprised of fir:
loss tranche PO securities and or/certain 10s tsbyethese KSeries securitizations with an aggregate net aagryalue of $293.2 million and $317.5 million
of March 31, 2015 and December 31, 2014, respégtive

In February 2015, the Company sold a first lossse€urity in one of the Company’s Consolidate@&ries obtaining total proceeds of approxims
$44.3 million and realizing a gain of approximatéig.5 million. The sale resulted in a de-consolaatof $1.1 billion in MultiFamily loans held in
securitization trust and $1.0 billion in Multi-FamiCDOs.

Multi-Family CMBS Loan Characteristics:

The following table details the loan charactersti the loans that back the multi-family CMBS (uding the Consolidated Iseries) in our portfoli
as of March 31, 2015 and December 31, 2014, reispbcfdollar amounts in thousands, except as rjoted

March 31, 2015 December 312014

Current balance of loans $ 9,186,93. $ 10,189,07.
Number of loan: 551 61C
Weighted average original LTV 68.£% 68.£%
Weighted average underwritten debt service coveratie 1.4 1.4&
Current average loan size $ 16,67 $ 16,70¢
Weighted average original loan term (in months) 11¢ 11¢
Weighted average current remaining term (in months) 83 82
Weighted average loan rate 4.4% 4.5
First mortgages 10% 10C%
Geographic state concentration (greater than 5.0%):
California 13.7% 13.5%
Texas 12.€% 12.5%
New York 8.C% 7.7%
Maryland 5.2% 5.2%

Financing Arrangements, Portfolio Investments As of March 31, 2015 and December 31, 2014, weapgtoximately $619.7 million and $65
million of repurchase agreement borrowings outstemdespectively. As of March 31, 2015 and DebenB1, 2014, the current weighted average borrg
rate on these financing facilities was 0.44% ad@%, respectively.

As of March 31, 2015 and December 31, 2014, werttadounterparties where the amount at risk waxaess of 5% of stockholdersquity. The
amount at risk is defined as the fair value of siées pledged as collateral to the repurchaseeageat in excess of the repurchase agreement tyabili
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As of March 31, 2015 and December 31, 2014, thetanting balance under our repurchase agreemestfunded at an advance rate of 93.0%
92.8% that implies an average haircut of 7.0% ar2867 respectively. The weighted average “hairgetated to our repurchase agreement financing to
Agency RMBS (excluding Agency 10s) and Agency |Casvapproximately 5% and 25%, respectively.

The following table details the ending balance,rtprly average balance and maximum balance at amthwend during each quarter in 2015, 2
and 2013 for repurchase agreement borrowings aulistg (dollar amounts in thousands):

Quarterly Average End of Quarter Maximum Balance
Quarter Ended Balance Balance at any Month-End

March 31, 2015 $ 633,13: $ 619,74. $ 645,16:
December 31, 2014 $ 658,36( $ 651,96¢ $ 668,90:
September 30, 2014 $ 639,83. $ 627,88, $ 653,18:
June 30, 2014 $ 725,76. $ 668,42¢ $ 758,85’
March 31, 2014 $ 774548 $ 767,827 $ 784,01¢
December 31, 2013 $ 796,04 $ 791,12 $ 800,19:
September 30, 2013 $ 799,34. $ 794,18. $ 810,50¢
June 30, 2013 $ 885,94: $ 855,15! $ 924,66
March 31, 2013 $ 879,73. $ 878,82: $ 882,61

Financing Arrangements, Distressed Residential Mgage LoansOn December 16, 2014, the Company entered intosétemeaepurchase agreem:
with Deutsche Bank AG, Cayman Islands Branch, twdfa portion of the purchase price of a pool ofrd&sed residential mortgage loans comprised of re
performing loans. The outstanding balance on thstenaepurchase agreement, as of March 31, 201®Daoember 31, 2014, amounts to approximately $:
million and $238.9 million, respectively, bore irgst at onenonth LIBOR plus 2.50% (2.67% and 2.66% at March 3015 and December 31, 20
respectively) and expires on December 17, 2015ré3ised residential mortgage loans with a carryalge of approximately $324.0 million at March 2D15
are pledged as collateral for the borrowings utidemaster repurchase agreement.

Residential Collateralized Debt ObligationsAs of March 31, 2015 and December 31, 2014, weResldential CDOs of $138.4 million and $1¢«
million, respectively. As of March 31, 2015 and Betber 31, 2014, the weighted average interestofatieese Residential CDOs was 0.55%. The Resid
CDOs are collateralized by ARM loans with a prirtipalance of $145.7 million and $152.3 millior\Merch 31, 2015 and December 31, 2014, respectilélg
Company retained the owner trust certificatesesidual interest for three securitizations, andyfddarch 31, 2015 and December 31, 2014, had awestmer
in the residential securitization trusts of $5.3liom and $5.6 million, respectively.

Securitized Debt As of March 31, 2015 and December 31, 2014 we tpmoximately $200.3 million and $232.9 million oécuritized deb
respectively. The Company’s securitized debt idatetalized by multfamily CMBS and distressed residential mortgagendo&see Note 7 of our conden
consolidated financial statements included in tkjgort for more information on securitized debteTeduction in our securitized debt is due to paydoi
principal during the period from the proceeds @& sale of distressed residential loans held inrgemation trusts in December 2014.

Subordinated DebenturesAs of March 31, 2015, certain of our wholly ownetbsidiaries had trust preferred securities outstendf $45.0 millior
with a weighted average interest rate of 4.1%. $éeurities are fully guaranteed by us with respeatlistributions and amounts payable upon liquatg
redemption or repayment. These securities areifitabas subordinated debentures in the liabilggt®n of our condensed consolidated balance sheets

Derivative Assets and LiabilitiesVe generally hedge the risks related to changegénest rates related to our borrowings as wethasket values «
our overall portfolio.

In order to reduce our interest rate risk relate@ur borrowings, we may utilize various hedgingtinments, such as interest rate swap agres
contracts whereby we receive floating rate paymenexchange for fixed rate payments, effectivadperting our short term repurchase agreement wings
or Residential CDOs to a fixed rate. At March 3Q12, the Company had $350.0 million of notional antoof interest rate swaps outstanding, designat
hedging instruments with a fair market liabilitylwe, net of $0.1 million. At December 31, 2014, @empany had $350.0 million of notional amountriéres
rate swaps outstanding, designated as hedgingiinents with a fair market asset value of $1.1 onilliThe interest rate swaps qualify as cash flodgle fo
financial reporting purposes.
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In addition to utilizing interest rate swaps, weynpairchase or sell short U.S. Treasury securitresnter into Eurodollar or other futures contraar
options on futures to help mitigate the potentigbact of changes in interest rates on the perfocmahour Agency |Os. We may borrow securitiesdees shor
sales of U.S. Treasury securities under reversarcbpse agreements. Realized and unrealized gadhsses associated with purchases and shortcfdleS
Treasury securities, Eurodollar or other futured swvaptions are recognized through earnings icdnelensed consolidated statements of operations.

The Company uses To-Beanounced securities, or TBAs, U.S. Treasury séiesrand U.S. Treasury futures and options to haugeest rate risk, .
well as spread risk associated with its investmangsgency 10s. For example, we may utilize TBAshixdge the interest rate or yield spread risk imfigin ou
long Agency RMBS positions associated with our gimeents in Agency 10s by taking short position¥BAs that are similar in character. In a TBA tractsan,
we would agree to purchase or sell, for futurevaeji, Agency RMBS with certain principal and int@réerms and certain types of underlying collatevat the
particular Agency RMBS to be delivered is not idiéed until shortly before the TBA settlement daféae Company typically does not take delivery ofAEBbu
rather settles with its trading counterparties areibasis. TBAs are liquid and have quoted markiees and represent the most actively traded dbBMBS
For TBA contracts that we have entered into, weehawt asserted that physical settlement is probdtdeause we have not designated these fo
commitments associated with our Agency 10s as medgistruments, realized and unrealized gains asdek associated with these TBAs, U.S. Tre:
securities and U.S. Treasury futures and optioeserognized through earnings in the condensedbtidated statements of operations.

The use of TBAs exposes the Company to market vidkeas the market value of the securities that@ompany is required to purchase pursué
a TBA transaction may decline below the agrapdn purchase price. Conversely, the market vdidleeosecurities that the Company is required topsgsuan
to a TBA transaction may increase above the aguped sale price. The use of TBAs associated withA@ency IO investments creates significant shemtr
payables (and/or receivables) on our balance sheet.

Derivative financial instruments may contain credk to the extent that the institutional counteties may be unable to meet the terms o
agreements. We minimize this risk by limiting owuaterparties to major financial institutions wgbod credit ratings. In addition, we regularly ntonithe
potential risk of loss with any one party resultingm this type of credit risk. Accordingly, we dmt expect any material losses as a result of ttdiguothe
parties, but we cannot guarantee that we will mpeeience counterparty failures in the future.

In connection with our investment in Agency 10s, wilize several types of derivative instrumentshiedge the overall risk profile of the
investments. This hedging technique is dynamic ature and requires frequent adjustments, whichrdoggly makes it very difficult to qualify for hee
accounting treatment. Hedge accounting treatmepiines specific identification of a risk or grouprisks and then requires that we designate aquéati trade t
that risk with no minimal ability to adjust overettiife of the transaction. Because we and Midwayfeequently adjusting these derivative instrumémtgspons
to current market conditions, we have determinedctount for all the derivative instruments relai@adur Agency |0 investments as derivatives naigleate:
as hedging instruments.

Balance Sheet Analysis - Stockholders’ Equity

Stockholdersequity at March 31, 2015 was $833.8 million anduded $11.9 million of accumulated other comprehengicome. The accumulat
other comprehensive income consisted of $6.5 millio unrealized gains primarily related to our CL.@42.5 million in net unrealized gains relatedota
CMBS, partially offset by $0.1 million in unrealidelerivative losses related to cash flow hedges$h@ million in unrealized losses related to oweAcy
RMBS and non-Agency RMBS. Stockholdeesjuity at December 31, 2014 was $817.9 million imethded $10.0 million of accumulated other comperedive
income. The accumulated other comprehensive inaamsisted of $9.1 million in unrealized gains pnityarelated to our CLOs, $12.4 million in net uateec
gains related to our CMBS and $1.1 million in utiz=al derivative gains related to cash flow hedgestially offset by $12.6 million in unrealizedskes relate
to our Agency RMBS and non-Agency RMBS.
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Analysis of Changes in Book Value

The following table analyzes the changes in bodkesaf our common stock for the three months erddacth 31, 2015 (amounts in thousands, e»
per share):

Three Months Ended
March 31, 2015

Amount Shares Per Share®®)

Beginning Balance $ 742,92 105,09 $ 7.07
Common stock issuance, net 21,018 2,851
Balance after share issuance activity 763,94( 107,95: 7.0¢
Dividends declared (29,14 (0.27)
Net change AOCI(@)

Hedges (1,269 (0.09)

RMBS 5,58¢ 0.0t

CMBS 68 —

CLOs (2,519 (0.02)

Net income attributable to common stockholders 22,09( 0.2C
Ending Balance $ 758,75¢ 107,95. $ 7.03

@ Outstanding shares used to calculate book valush@ee for the ending balance is based on outstgrstiares as of March 31, 2015 of 107,952,340.
Accumulated other comprehensive income (“AOCI").

Liquidity and Capital Resources
General

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committeetn repay borrowings, fund and main
investments, comply with margin requirements, food operations, pay management, incentive and timgdees, pay dividends to our stockholders atigbi
general business needs. Our investments and asselisding the principal only mulfamily CMBS we invest in, generate liquidity on angoing basis throug
principal and interest payments, prepayments, argtiegs retained prior to payment of dividends disttibutions from unconsolidated investments. Pimcipa
only multi-family CMBS are backed by balloon neecourse mortgage loans that provide for the paymigprincipal at maturity date, which is typicaligven t
ten years from the date the underlying mortgagadaae originated, and therefore do not directigtidoute to monthly cash flows. In addition, thengmany
will, from time to time, sell on an opportunistiadis certain securities, primarily CMBS and distezsresidential mortgage loans as part of its diviergestmen
strategy and these sales will provide additioralitlity

During the three months ended March 31, 2015, as increased by $13.4 million, as a result of $lL@8illion provided by investing activities a
$6.0 million of cash provided by operating actegtioffset by $101.7 million used in financing aitiés. Our investing activities primarily includ&d4.3 millior
in proceeds from sale of loans held in multi-famsBcuritization trusts, $11.6 million in princigahydowns received on investment securities availédisale
$19.8 million in principal repayments received onltinfamily loans held in securitization trusts, $6.8limn in principal repayments received on residal
mortgage loans held in securitization trusts, $38illion in principal repayments and proceeds freates and refinancings of distressed residentiatgage
loans, partially offset by $12.7 million in the fling of mezzanine loans and preferred equity imaests. Our financing activities primarily includee
proceeds from common stock issuances of $20.8amjlppartially offset by $32.9 million in paymentsfmancing arrangements, $19.8 million in paymemgde
on multifamily CDOs, $29.8 million in dividends paid on coran stock and Series B Preferred Stock, $7.2 milliopayments made on Residential CDOs,
$32.8 million in payments made on securitized debt.
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We fund our investments and operations throughlanbad and diverse funding mix, which includes pests from equity offerings, shdgrm an:
longerterm repurchase agreement borrowings, CDOs, seadtitlebt, and trust preferred debentures. Weeadpect in future periods to utilize secured advs
from the FHLBI. The type and terms of financing dis®ey us depends on the asset being financed. bethases where we utilize some form of struc
financing, be it through CDOs, longerrm repurchase agreements or securitized delhtding financings similar to our CMBS Master Refhase Agreement:
the cash flow produced by the assets that sereeltderal for these structured finance instrumemy be restricted in terms of its use or appleegay principe
or interest on CDOs, repurchase agreements, os nioét are senior to our interests. At March 31,52@ve had cash and cash equivalents balances9di
million, which increased from $75.6 million at Deceer 31, 2014. Based on our current investmentgliart new investment initiatives, leverage ratiod
available and future possible borrowing arrangesiewe believe our existing cash balances, funddladl@under our various financing arrangements
cash flows from operations will meet our liquidigguirements for at least the next 12 months.

Liquidity — Financing Arrangements

We rely primarily on shorterm repurchase agreements to finance the moril lagsets in our investment portfolio, such as AgéRMBS and CLO:
Recently, certain repurchase agreement lenders élaeted to exit the repo lending market for vasioeasons, including new capital requirement regula
However, as certain lenders have exited the smrber financing counterparties that had not paréited in the repo lending market historically haegun t
step in to replace many of the lenders that haeeted to exit.

In light of the evolving repurchase agreement legdenvironment, we intend to replace a portion of epurchase agreement borrowings
secured advances from the FHLBI, of which one ofsubsidiaries is a member. Each advance from HHeBIF will require approval by the FHLBI and will |
secured by collateral in accordance with the FHERYedit and collateral guidelines, as may be egl/fsom time to time by the FHLBI. Eligible collagd may
include conventional one-to-four family residentiabrtgage loans, CMBS, Agency RMBS and Negency RMBS with an A rating and above. In conran
with GLIH becoming a member of the FHLBI, the Compdas agreed to guarantee the due and punctualgrayof GLIH's obligations under its financi
agreement with FHLBI. The Company began to recgig@cured advances from the FHLBI beginning in IA3015.

As of March 31, 2015, we have outstanding shoriteepurchase agreements, a form of collateraliredt$erm borrowing, with nine differe
financial institutions. These agreements are secoyecertain of our investment securities and lig@rest rates that have historically moved in elodationshi
to LIBOR. Our borrowings under repurchase agreemarg based on the fair value of our investmentrites portfolio. Interest rate changes and insee
prepayment activity can have a negative impacthenvialuation of these securities, reducing the arhae can borrow under these agreements. Moreoue
repurchase agreements allow the counterpartiestyrdine a new market value of the collateral fece current market conditions and because thiess o
financing are not committed, the counterparty calh the loan at any time. Market value of the daltal represents the price of such collateral okthifron
generally recognized sources or most recent cloBidgguotation from such source plus accrued incolfna counterparty determines that the value @
collateral has decreased, the counterparty magtimia margin call and require us to either posiitamhal collateral to cover such decrease or repayprtion o
the outstanding borrowing in cash, on minimal retigloreover, in the event an existing counterpakégted to not renew the outstanding balance atétsirity
into a new repurchase agreement, we would be redjtir repay the outstanding balance with cash azgads received from a new counterparty or to sden
the securities that serve as collateral for thetantling balance, or any combination thereof. lfaneeunable to secure financing from a new couatér@and ha
to surrender the collateral, we would expect tairecloss. In addition, in the event one of oudkns under the repurchase agreement defaults ohliggtion tc
“re-sell” or return to us the securities that are securiegotirrowings at the end of the term of the repwselsgreement, we would incur a loss on the traiosi
equal to the amount of “haircut” associated with short-term repurchase agreement, which we soregtiefer to as the “amount at risk$ of March 31, 201!
we had an aggregate amount at risk under our rbpsecagreements with nine counterparties of apmiately $63.5 million, with no more than approxinip
$27.6 million at risk with any single counterparty.

At March 31, 2015, the Company had sherm repurchase agreement borrowings of $619.7omiks compared to $652.0 million as of Decer
31, 2014. In addition to our excess cash, the Compes $192.6 million in unencumbered securitiesluding $81.0 million of multfamily CMBS (whick
represents the net fair value of certain first flwasche PO securities and/or certain 10s issueckbiain K-Series securitizations included in trenéblidated K-
Series), $78.1 million of RMBS, of which $76.2 riuth are Agency RMBS, $35.1 million of CLOs and $&hllion of U.S. Treasury securities. The $89.0limil
of cash, the $81.0 in multamily CMBS, the $78.1 million in RMBS, $35.1 mdl of CLOs, $2.0 million of U.S. Treasury secust&nd $39.6 million held
overnight deposits in our Agency |0 portfolio indld in restricted cash that is available to meeginaalls as it relates to our Agency |0 portfaleépurchas
agreements, which collectively represent 52.4% wf financing arrangements, portfolio investment® Bquid and could be monetized to pay dowi
collateralize the liability immediately.
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At March 31, 2015, the Company also had a masfrobase agreement, with Deutsche Bank AG, Cayslands Branch, in an aggregate princ
amount of up to $260.0 million, expiring on Decemtb&, 2015. The outstanding balance under the maspeirchase agreement amounted to approxin
$238.2 million at March 31, 2015. This master repase agreement is collateralized by distresséderg&@l mortgage loans with a carrying value 02438
million at March 31, 2015.

At March 31, 2015, we also had other longer-terit diecluding Residential CDOs outstanding of $#3&illion, multi-family CDOs outstanding
$7.1 billion (which represent obligations of thenSolidated KSeries), subordinated debt of $45.0 million andusézed debt of $200.3 million. The CDOs
collateralized by residential and multimily loans held in securitization trusts, respady. The securitized debt represents the nowseis in (i) our May 201
multi-family re-securitization transaction, (ii) odovember 2013 multiamily CMBS collateralized recourse financing tractson, and (iii) our December 20
July 2013 and September 2013 distressed residentaigage loan securitization transactions, whih @escribed in Note 7 of our condensed consoli
financial statements.

As of March 31, 2015, our overall leverage ratiwluding both our short- and longmm financing, such as securitized debt and subated dek
(and excluding the CDO's issued by the Consolidd€eBeries and our Residential CDOs) divided by ldtotders’ equity, was approximately 1.4 to 1. As
March 31, 2015, our leverage ratio on our shorntéinancings or callable debt was approximatelyth.1. We monitor all at risk or short term borrags tc
ensure that we have adequate liquidity to satisiygin calls and have the ability to respond to otharket disruptions.

Liquidity — Hedging and Other Factors

Certain of our hedging instruments may also impactliquidity. We use interest rate swaps, swastidBAs, Eurodollar or other futures contract
hedge interest rate risk associated with our imzests in Agency RMBS (including Agency 10s). Wittspect to interest rate swaps, futures contractS 8as,
initial margin deposits will be made upon enterin these contracts and can be either cash origesuDuring the period these contracts are opbanges i
the value of the contract are recognized as ueghijains or losses by marking to market on a deiyis to reflect the market value of these cotdratthe en
of each day’s trading. We may be required to satiafiable margin payments periodically, dependipgn whether unrealized gains or losses are ingurre

We also use TBAs to hedge interest rate risk aatmtiwith our investments in Agency 10s. Sincewaeli for these securities extends beyonc
typical settlement dates for most nderivative investments, these transactions are mmee to market fluctuations between the trade daid the ultima
settlement date, and thereby are more vulneralifcteasing amounts at risk with the applicablenterparties. The use of TBAs associated with ouerfy IC
investments creates significant short term payafaled/or receivables), amounting to $330.8 milladrMarch 31, 2015, and is included in payable &musitie:
purchased on our condensed consolidated balaneé she

We also use U.S. Treasury securities, U.S. Tredsitmyes, swaps and swaptions and options to hiedigeest rate risk associated with our investnr
in Agency IOs and interest rate swap agreementssasaghtions as a mechanism to reduce the interstisk of our Agency ARMs and residential mortc
loans held in securitization trusts.

For additional information regarding the Compangterivative instruments and hedging activitiestfar periods covered by this report, including
fair values and notional amounts of these instrumand realized and unrealized gains and lossasmglto these instruments, please see Note 8rtoandense
consolidated financial statements included in tefgort. Also, please see Item 3. Quantitative andli@tive Disclosures about Market Risk, under ¢hption
“Fair Value Risk”, for a tabular presentation oétbkensitivity of the market value and net duratthanges of the Comparsyportfolio across various change
interest rates, which takes into account the Coryipdredging activities.

Liquidity — Equity Offerings

In addition to the financing arrangements descriedve under the caption “Liquidity—Financing Argements,'we also rely on secondary eqt
offerings as a source of both short-term and l@rgitliquidity. On April 22, 2015, the Company closed on an undéewr public offering of 3,600,000 share:
the Company’s 7.875% Series C Cumulative Redeen®ielferred Stock, $0.01 par value per share (“SeZidreferred Stock”)The issuance and sale of
3,600,000 shares of Series C Preferred Stock eskitt total net proceeds to the Company of appratety $87.0 million after deduction of underwrit
discounts and commissions and estimated offeripgmses. In addition, the Company granted the urniterss of the offering a 3@ay option to purchase up
an additional 540,000 shares of Series C Prefe8tedk on the same terms and conditions, which lwasheen exercised as of the date of this repor¢
Company expects to use the net proceeds of thergffeo acquire certain of its targeted assets\artbus other types of mortgagelated and financial ass
that it may target from time to time. The Compargyrmalso use net proceeds for general working dapitgoses, including the repayment of indebtedness
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We also may generate liquidity through the saleslwdires of our common stock in an “at the mark#téring program pursuant to an eq!
distribution agreement, as well as through the shhares of our common stock pursuant to ourdeivd Reinvestment Plan, or DRIP. On January 143,204
filed a registration statement on Form S-3 to emais|to issue up to $20,000,000 of shares of aunun stock pursuant to our DRIP.

On March 20, 2015, the Company entered into sepamuity distribution agreements (collectively, theuity Distribution Agreementsvith eact
of IMP Securities LLC (“JMP”) and MLV & Co. LLC (“MV"), each an “Agent” and collectively, the “Agefitgursuant to which the Company may sell u
$75,000,000 of aggregate value of (i) shares ofimpany’s common stock, par value $0.01 per apdhares of the Compars/Series B Preferred Stock, fr
time to time through the Agents. Pursuant to thaitgDistribution Agreements, the shares may berefd and sold through the Agents in transactioasdh
deemed to be “at the marketfferings as defined in Rule 415 under the Seagsifict of 1933, as amended, including sales madettyi on The Nasdaq Glot
Select Market or sales made to or through a marieter other than on an exchange or, subject téetines of a written notice from us, in privately négtec
transactions. We have no obligation to sell anthefshares under the Equity Distribution Agreememd may at any time suspend solicitations arerofinde
the Equity Distribution Agreements. During the #hrmonths ended March 31, 2015, the Company issy@tb, 882 shares under the Equity Distribu
Agreements, at an average sales price of $8.0dltiresin total net proceeds to the Company of 81million, after deducting the placement fees. AMarch
31, 2015, approximately $63.9 million remains aadalié for issuance under the Equity Distribution égmnents.

On March 20, 2015, in connection with the Compargxecution of the Equity Distribution Agreemenésctibed above, the Company delivere
JMP a notice of termination of the Equity Distrilout Agreement dated June 11, 2012 (the “Prior BoDistribution Agreement”)which termination becan
effective March 23, 2015. The Prior Equity Distriimm Agreement provided for the sale by the Compaingommon stock having a maximum aggregate val
up to $25,000,000 from time to time through JIMPthesCompanys agent. During the three months ended March 315,26e Company issued 1,326,676 st
under the Prior Equity Distribution Agreement, ataverage sales price of $7.89 resulting in togalpnoceeds to the Company of $10.3 million, adeducting
the placement fees. During the three months endmdivB1, 2014, there were no shares issued unel@ribr Equity Distribution Agreement. During theerh o
the Prior Equity Distribution Agreement, the Compaold a total of 2,153,989 shares of its commonlsat an average price of $7.63 per share pursadht
Prior Distribution Agreement, resulting in net peeds to the Company of approximately $16.1 million

Management Agreements

We have investment management agreements with Biver Midway and Headlands, pursuant to which wethase managers a base manage
and incentive fee, if earned, quarterly in arre8ee "- Results of Operation€Comparison of the Three Months Ended March 315201Three Months End
March 31, 2014 Comparative Expenses" for more information regagdhe base management and incentive fee incutredgdthe three months ended Me
31, 2015.

Dividends

On March 18, 2015, we declared a Series B PrefeStedk cash dividend of $0.484375 per share ofeSeBiPreferred Stock for the quarterly pe
that began on January 15, 2015 and ended on Apr2a15. This dividend was paid on April 15, 20&@5lders of record of Series B Preferred Stoctfaspril
1, 2015.

On March 18, 2015, we declared a 2015 first quardsh dividend of $0.27 per common share. The ehddwas paid on April 27, 2015 to comr
stockholders of record as of March 30, 2015. Tikieldnd was paid out of our working capital.

We expect to continue to pay quarterly cash divildeon our common stock during the near term. Howewe Board of Directors will continue
evaluate our dividend policy each quarter and wmillke adjustments as necessary, based on a vafiégtors, including, among other things, the néa
maintain our REIT status, our financial condititiquidity, earnings projections and business progpeOur dividend policy does not constitute arigatlon tc
pay dividends.

We intend to make distributions to our stockholdergomply with the various requirements to maimtaur REIT status and to minimize or av
corporate income tax and the nondeductible exeiseHowever, differences in timing between the geition of REIT taxable income and the actual rptei
cash could require us to sell assets or to bortowl$ on a shoterm basis to meet the REIT distribution requireteemd to minimize or avoid corporate incc
tax and the nondeductible excise tax.
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E xposure to European financial counterparties

We finance the acquisition of a significant portimhour mortgagdsacked securities with repurchase agreements.rnemion with these financil
arrangements, we pledge our securities as collatesecure the borrowings. The amount of colldtpledged will typically exceed the amount of theahcing
with the extent of ovecollateralization from 5% of the amount borrowenl tfie case of Agency ARM and Agency fixed rate RMB8ateral), 25% (in the ca
of Agency 10s) and up to 35% (in the case of CLQateral).

While our repurchase agreement financing resultssirecording a liability to the counterparty irr @onsolidated balance sheet, we are exposed
counterparty, if during the term of the repurchageeement financing, a lender should default oohitigation and we are not able to recover our gieddasset
The amount of this exposure is the difference bemt@e amount loaned to us plus interest due tadhaterparty and the fair value of the collatgdedged b
us to the lender (including accrued interest readgizr on such collateral).

Several large European banks have experiencedcfalatifficulty in recent years, some of whom haeguired a rescue or assistance from other
European banks or the European Central Bank. Sdntieese banks have U.S. banking subsidiaries whioke provided repurchase agreement financii
interest rate swap agreements to us in connectitin tve acquisition of various investments, inchglimortgagebacked securities investments. We t
outstanding repurchase agreement borrowings wititdebe Bank AG, Cayman Islands Branch, in the amofi$238.2 million at March 31, 2015 with a
exposure of $85.8 million. We have outstandingriggerate swap agreements with Credit Suisse latiermal as a counterparty in the amount of $24%ian
notional with a net exposure of $0.4 million. Ind&tbn, certain of our U.S. based counterpartiey imave significant exposure to the financial andneenic
turmoil in Europe which could impact their futurenting activities or cause them to default undeeements with us. In the event one or more of -
counterparties or their affiliates experience ity difficulties in the future, our liquidity codlbe materially adversely affected.

Federal Home Loan Bank Membership

As a member of the FHLBI, the Company expects @ilaltH will have access to a variety of products amdvices offered by the FHLBI, includi
secured advances. The Compamgtcess to the advances from the FHLBI discudsedkas dependent on a number of factors, includdgglatory requiremer
of the Federal Housing Finance Agency (“FHFAf)the Federal Home Loan Bank. In September 204-HFA issued a Notice of Proposed Rulemaking ka
asserts that the membership of any captive inghedrbecame a member of a Federal Home Loan Bdek thie publication date of the Notice of Propc
Rulemaking and did not meet the eligibility requients for membership set out in the proposed rulehave its Federal Home Loan Bank member
terminated and will be required to promptly liguielany and all advances made to it by a FederaleHiooan Bank upon the date of adoption of any findd
that tracks the eligibility requirements of the posed rule, as well as pay associated early tetimmfees and accrued interest.

GLIH does not meet the eligibility requirements gat in the proposed rule and does not expect tet them if those requirements remain in any
rule. As a result, GLIH may be required to terminiéis membership in the FHLBI and liquidate any afichdvances made to it in the future if it fadsmeet th
eligibility requirements set out in any final ruksued by the FHFA. In the event GLIH is requirediquidate any advances from FHLBI, the Companywld
expect to replace those advances with borrowirgya ither financing sources, including repurchaseemgents.

Inflation

For the periods presented herein, inflation has bektively low and we believe that inflation hast had a material effect on our results of opere
The impact of inflation is primarily reflected ihe increased costs of our operations. Virtuallypal assets and liabilities are financial in nat@ar consolidate
financial statements and corresponding notes thdrave been prepared in accordance with GAAP, whecjuire the measurement of financial position
operating results in terms of historical dollargheut considering the changes in the relative pstiy power of money over time due to inflation. éAsesull
interest rates and other factors influence ourgoardnce far more than inflation. Inflation affeotsr operations primarily through its effect on net&t rates, sin
interest rates typically increase during period$igh inflation and decrease during periods of laflation. During periods of increasing interestes demar
for mortgages and a borrowsmbility to qualify for mortgage financing in amphase transaction may be adversely affected. Dym@miods of decreasing inter
rates, borrowers may prepay their mortgages, winithrn may adversely affect our yield and subsatjyehe value of our portfolio of mortgage assets.

Off-Balance Sheet Arrangements

We did not maintain any relationships with uncoitaded entities or financial partnerships, suclestities often referred to as structured financ
special purpose entities, established for the mepd facilitating offealance sheet arrangements or other contractuathpw or limited purposes. Further,
have not guaranteed any obligations of unconsadlantities nor do we have any commitment or intemptrovide funding to any such entities.

Item 3. Quantitative and Qualitative Disclosures bout Market Risk

This section should be read in conjunction wittefit 1A. Risk Factors” in our Annual Report on ForfiK, “Item 1A. Risk Factors” on page4 anc
our subsequent periodic reports filed with the SEC.

We seek to manage risks that we believe will imgagt business including, interest rates, liquidfiyepayments, credit quality and market ve
When managing these risks we consider the impaouo@assets, liabilities and derivative positionhile we do not seek to avoid risk completely, vedidve the
risk can be quantified from historical experiencel &eek to actively manage that risk, to generiateadjusted total returns that we believe compenss
appropriately for those risks and to maintain apévels consistent with the risks we take.
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The following analysis includes forwatdeking statements that assume that certain madkaditions occur. Actual results may differ matyidrom
these projected results due to changes in ourghiorthssets and borrowings mix and due to developsne the domestic and global financial and resthte
markets. Developments in the financial marketsudelthe likelihood of changing interest rates drerelationship of various interest rates and timepact o
our portfolio yield, cost of funds and cash flow&e analytical methods that we use to assess aighteithese market risks should not be considgrejgction:
of future events or operating performance.

Interest Rate Risl

Interest rates are sensitive to many factors, dinly governmental, monetary, tax policies, domeatid international economic conditions,
political or regulatory matters beyond our cont@hanges in interest rates affect the value ofittancial assets we manage and hold in our invastipertfolic
and the variableate borrowings we use to finance our portfolioa@fjes in interest rates also affect the interéstswaps and caps, Eurodollar and other fut
TBASs and other securities or instruments we udeettge our portfolio. As a result, our net inteiesbme is particularly affected by changes in iest¢rates.

For example, we hold RMBS, some of which may haxedf rates or interest rates that adjust on vardates that are not synchronized to
adjustment dates on our repurchase agreementenkral, the re-pricing of our repurchase agreemesttars more quickly than the re-pricing of ouriable-
interest rate assets. Thus, it is likely that doating rate borrowings, such as our repurchaseesgents, may react to interest rates before our Rbause tl
weighted average next picing dates on the related borrowings may hawatehtime periods than that of the RMBS. In aduditithe interest rates on «
Agency ARMs backed by hybrid ARMs may be limitedatéperiodic cap,’or an increase of typically 1% or 2% per adjustnpariod, while our borrowings «
not have comparable limitations. Moreover, charigeaterest rates can directly impact prepaymeeesp, thereby affecting our net return on RMBS.irfzue
declining interest rate environment, the prepaynoéi®MBS may accelerate (as borrowers may opt fioarce at a lower interest rate) causing the armot
liabilities that have been extended by the use@frést rate swaps to increase relative to the atraflRMBS, possibly resulting in a decline in ot return o
RMBS, as replacement RMBS may have a lower yiedoh those being prepaid. Conversely, during an asing interest rate environment, RMBS may pr
more slowly than expected, requiring us to finaadegher amount of RMBS than originally forecast @t a time when interest rates may be higher|tiegun
a decline in our net return on RMBS. Accordinglgcle of these scenarios can negatively impact dunterest income.

We seek to manage interest rate risk in our paotfoy utilizing interest rate swaps, swaptions,s;dpurodollar and other futures, options and
Treasury securities with the goal of optimizing #srnings potential while seeking to maintain ldegn stable portfolio values. We continually monitbe
duration of our mortgage assets and have a pdalityetige the financing of those assets such thatethduration of the assets, our borrowed fundsedito suc
assets, and related hedging instruments, is legssdhe year. In addition, we utilize TBAs to mitigahe risks on our long Agency RMBS positions aigec
with our investments in Agency 10s.

We utilize a modebased risk analysis system to assist in projeqgbiogfolio performances over a scenario of differerterest rates. The mo
incorporates shifts in interest rates, changesr@apgyments and other factors impacting the valoatiof our financial securities and instrumentsjuding
mortgage-backed securities, repurchase agreenietgst rate swaps and interest rate caps, TBA<anodollar futures.

Based on the results of the model, the instantanebanges in interest rates specified below woakkerhad the following effect on net inte
income for the next 12 months based on our assetfiabilities as of March 31, 2015 (dollar amouintshousands):

Changes in Net Interest Income
Changes in Net Interest

Changes in Interest Rates Income
+200 $ 7,219
+100 $ 6,647
-100 $ (17,018)
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Interest rate changes may also impact our net batke as our financial assets and related hedgeatiees are marked-torarket each quart
Generally, as interest rates increase, the valueuofmortgage assets, other than 10s, decreasds;amversely, as interest rates decrease, the wdlgact
investments will increase. The value of an 10 Wikly be negatively affected in a declining intsreate environment due to the risk of increasireppymer
rates because the I0glue is wholly contingent on the underlying moggdoans having an outstanding balance. In gengeagxpect that, over time, decre:
in the value of our portfolio attributable to inest rate changes will be offset, to the degree neehadged, by increases in the value of our intests swaps 1
other financial instruments used for hedging puespsnd vice versa. However, the relationship betwspreads on securities and spreads on our he
instruments may vary from time to time, resultingai net aggregate book value increase or declina Jaid, unless there is a material impairmentioe tha
would result in a payment not being received opausty or loan, changes in the book value of antfplio will not directly affect our recurring eaings or ou
ability to make a distribution to our stockholders.

Liquidity Risk

Liquidity is a measure of our ability to meet pdtahcash requirements, including ongoing committeetn repay borrowings, fund and main
investments, pay dividends to our stockholders@hdr general business needs. We recognize thetadele funds available to operate our busineéss.du
policy to have adequate liquidity at all times. \Wan to meet liquidity through normal operationghaihe goal of avoiding unplanned sales of assk
emergency borrowing of funds.

Our principal sources of liquidity are the repureh@agreements on our mortgdggeked securities and a portion of our distresesidiential loans, tt
CDOs we have issued to finance our loans held éarééezation trusts, securitized debt, trust prefdrsecurities, the principal and interest payméwis oul
assets, cash proceeds from the issuance of equitghd securities (as market and other conditicersnfi) and cash proceeds from sale of distresssidentia
loans. We believe our existing cash balances asidl fbaws from operations will be sufficient for oliquidity requirements for at least the next 12nths.

We are subject to “margin caltfsk under the terms of our repurchase agreembnthe event the value of our assets pledged dasted! sudden|
decreases, margin calls relating to our repurchgseements could increase, causing an adverseelraogr liquidity position. Additionally, if oneranore o
our repurchase agreement counterparties choosés potvide ongoing funding, we may be unable faee the financing through other lenders on favie
terms or at all. As such, we provide no assurahaewe will be able to roll over our repurchaseeagnents as they mature from time to time in ther&utSe
Item 2, "Management's Discussion and Analysis afRcial Condition and Results of Operationsquidity and Capital Resources" in this QuarteRgport ol
Form 10-Q for further information about our liguiand capital resource management .

Derivative financial instruments used to hedgeregerate risk are subject to “margin caik. For example, under our interest rate swagscally
we pay a fixed rate to the counterparties whilgy th@y us a floating rate. If interest rates drojpwethe fixed rate we are paying on an interest satap, we me
be required to post cash margin.

Prepayment Risl

When borrowers repay the principal on their resiidémortgage loans before maturity or faster tifagir scheduled amortization, the effect i
shorten the period over which interest is earned, therefore, reduce the yield for residential mage assets purchased at a premium to their theen
balance, as with our portfolio of Agency RMBS. Cersely, residential mortgage assets purchaseeg$srthan their then current balance, such as stresse
residential mortgage loans, exhibit higher yield® do faster prepayments. Furthermore, actual preat speeds may differ from our modeled prepay
speed projections impacting the effectiveness gftatges we have in place to mitigate financing/@nfhir value risk. Generally, when market interesge:
decline, borrowers have a tendency to refinancie thertgages, thereby increasing prepayments. ipact of increasing prepayment rates, whetherrasw
of declining interest rates, government intervamiio the mortgage markets or otherwise, is paridylacute with respect to our Agency 10s. Becatsevalu
of an 10 security is wholly contingent on the urlgielg mortgage loans having an outstanding priridjgance, an unexpected increase in prepaymess ca
the pool of mortgage loans underlying the 10s caidphificantly negatively impact the performanceoaf Agency IOs.

Our modeled prepayments will help determine thewarhof hedging we use to ofet changes in interest rates. If actual prepaymstes are high
than modeled, the yield will be less than modefedases where we paid a premium for the particeidential mortgage asset. Conversely, when we haid
premium, if actual prepayment rates experiencedlasger than modeled, we would amortize the premiwer a longer time period, resulting in a highiedd/tc
maturity.
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In an environment of increasing prepayment speteésiming difference between the actual cash pa#iprincipal paydowns and the announcer
of the principal paydown may result in additionangin requirements from our repurchase agreemenmttemarties.

We mitigate prepayment risk by constantly evaliatur residential mortgage assets relative to prapat speeds observed for assets with si
structures, quantities and characteristics. Funibeg, we strestest the portfolio as to prepayment speeds andeisiteate risk in order to further develop or rr
modifications to our hedge balances. Historicallg,have not hedged 100% of our liability costs thuprepayment risk.

Credit Risk

Credit risk is the risk that we will not fully ceitt the principal we have invested in our creditsitéve assets, including distressed residentidlathe
mortgage loans, CMBS, and CLOs, due to borroweawts. In selecting the credit sensitive assetsuinportfolio, we seek to identify and invest irseis witt
characteristics that we believe offset or limit ¢hgposure of borrower defaults to the Company.

We seek to manage credit risk through ourgreuisition due diligence process, and by factoprajected credit losses into the purchase pricpay
for all of our credit sensitive assets. In genened,evaluate relative valuation, supply and demeertls, prepayment rates, delinquency and defatdsy vintag
of collateral and macroeconomic factors as pathisfprocess. Nevertheless, these procedures dguacantee unanticipated credit losses which wmatkrially
affect our operating results.

With respect to the $569.0 million of distressesdidential loans the Company owned at March 31, 2@i& mortgage loans were purchased
discount to par reflecting their distressed stateperceived higher risk of default, which may irddthigher loan to value ratios and, in cel
instances, delinquent loan payments. Prior toattmuisition of distressed residential mortgage $pahe Company validates key information providedthe
sellers that is necessary to determine the valubeflistressed residential mortgage loans. We $eek to maximize the value of the mortgage loaas we
acquire either through borrower assisted refinapadtright loan sale or through foreclosure arsle of the underlying home. We evaluate creditityuvan ar
ongoing basis by reviewing borrowsmpayment status and current financial and econoandition. Additionally, we look at the carryinglue of any delinque
loan and compare to the current value of the ugitgyicollateral.

As of March 31, 2015, we own $299.2 million of fitsss CMBS comprised solely of first loss POs #r& backed by commercial mortgage loar
multi-family properties at a weighted average amortizetipase price of approximately 31.7% of current paior to the acquisition of each of our firstd
CMBS securities, the Company completed an extenrsiview of the underlying loan collateral, includitoan level cash flow renderwriting, site inspections
selected properties, property specific cash flow Bbss modeling, review of appraisals, propertyditton and environmental reports, and other creigit
analyses. We continue to monitor credit quality amongoing basis using updated property level fir@mreports provided by borrowers and periodie
inspection of selected properties. We also recenmil a monthly basis the actual bond distributicreeived against projected distributions to asguope
allocation of cash flow generated by the underlyiogn pool. As of March 31, 2015, we own approxiehat$35.1 million of notes issued by a CLO i
discounted purchase price equal to 80.4% of pae. Sdturities are backed by a portfolio of corpotaéams. We also own approximately $39.6 millionfiogt
mortgage loan, mezzanine loan and equity investreritlarch 31, 2015, backed by residential andisfaubily properties. We also have invested approxaty
$47.5 million in equity and debt securities issbgdan entity that invests in commercial real estatated debt investments.

Fair Value Risk

Changes in interest rates also expose us to maakeg (fair value) fluctuation on our assets, ligibs and hedges. While the fair value of the mij
of our assets (when excluding all Consolidate&d¢ies assets other than the securities we actonalty that are measured on a recurring basis aegndimec
using Level 2 fair values, we own certain assetshss our CMBS, for which fair values may not eadily available if there are no active trading kess for th
instruments. In such cases, fair values would belylerived or estimated for these investments usnigus valuation techniques, such as computiegtieser
value of estimated future cash flows using discaatés commensurate with the risks involved. Howetlee determination of estimated future cash flas
inherently subjective and imprecise. Minor changeassumptions or estimation methodologies can leeweaterial effect on these derived or estimatéxt
values. Our fair value estimates and assumptioasraicative of the interest rate environments aMarch 31, 2015, and do not take into consideratlm
effects of subsequent interest rate fluctuations.

We note that the values of our investments in @éike instruments, primarily interest rate hedgesor debt, will be sensitive to changes in me

interest rates, interest rate spreads, credit dpraad other market factors. The value of thesesiments can vary and has varied materially fronpgec
period.
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The following describes the methods and assumptiengse in estimating fair values of our finanaistruments:

Fair value estimates are made as of a specifict ioitime based on estimates using present valugthmr valuation techniques. These techni
involve uncertainties and are significantly affectsy the assumptions used and the judgments mgededirg risk characteristics of various financietrument:
discount rates, estimate of future cash flows,riuexpected loss experience and other factors.

Changes in assumptions could significantly affeese estimates and the resulting fair values. Pérfair value estimates cannot be substantiat
comparison to independent markets and, in manyscasmuld not be realized in an immediate sale &f itistrument. Also, because of difference
methodologies and assumptions used to estimatedies, the fair values used by us should nobiogpared to those of other companies.

The table below presents the sensitivity of theketavalue and net duration changes of our portfai@f March 31, 2015, using a discounted
flow simulation model assuming an instantaneousr@st rate shift. Application of this method resuit an estimation of the fair market value chaofeutr
assets, liabilities and hedging instruments perldds point (“bp”) shift in interest rates.

The use of hedging instruments is a critical p&rbwr interest rate risk management strategies,thaceffects of these hedging instruments ol
market value of the portfolio are reflected in thedel's output. This analysis also takes into asrstion the value of options embedded in our nagitgasse
including constraints on the mcing of the interest rate of assets resultirrfrperiodic and lifetime cap features, as well @payment options. Assets
liabilities that are not interest rate-sensitivelsas cash, payment receivables, prepaid expgreghles and accrued expenses are excluded.

Changes in assumptions including, but not limiedvblatility, mortgage and financing spreads, psepent behavior, defaults, as well as the tir
and level of interest rate changes will affectrgsgults of the model. Therefore, actual resultdikety to vary from modeled results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amounts in thousands)
+200 $ (103,910) 3.31
+100 $ (51,139 2.81
Base 2.13
-100 $ 34,60° 1.11

It should be noted that the model is used as attoilentify potential risk in a changing intereate environment but does not include any cham
portfolio composition, financing strategies, markpteads or changes in overall market liquidity.

Although market value sensitivity analysis is widatcepted in identifying interest rate risk, iedmot take into consideration changes that mayr
such as, but not limited to, changes in investnaent financing strategies, changes in market spraadschanges in business volumes. Accordingly, \ake
extensive use of an earnings simulation model tinén analyze our level of interest rate risk.

There are a number of key assumptions in our egsngimulation model. These key assumptions inckitnges in market conditions that af
interest rates, the pricing of ARM products, thaiability of investment assets and the availapitind the cost of financing for portfolio assetshé ke
assumptions made in using the simulation modelidelprepayment speeds and management's invesfinanting and hedging strategies, and the issuaf
new equity. We typically run the simulation modelder a variety of hypothetical business scenahias may include different interest rate scenandif$erent
investment strategies, different prepayment pdgsgisiand other scenarios that provide us withrege of possible earnings outcomes in order tcsagsatentic
interest rate risk. The assumptions used represanéstimate of the likely effect of changes iremest rates and do not necessarily reflect acagllts. Th
earnings simulation model takes into account périadd lifetime caps embedded in our assets irrehgtéeng the earnings at risk.
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedure®/e maintain disclosure controls and procedures #éine designed to ensure that informe
required to be disclosed in the reports that we dil submit under the Securities Exchange Act &41%s amended, is recorded, processed, summanic
reported within the time periods specified in thies and forms of the SEC, and that such informasocaccumulated and communicated to our manageas
appropriate to allow timely decisions regardinguieed disclosures. An evaluation was performed urile supervision and with the participation of
management, including our Chief Executive Officed &£hief Financial Officer, of the effectivenessoof disclosure controls and procedures (as defim&ule:
13a-15(e) and 15d-15(e) under the Securities Exgthdet of 1934, as amended) asvdrch 31, 2015. Based upon that evaluation, oueftBxecutive Office
and Chief Financial Officer concluded that our tlisare controls and procedures were effective dadasth 31, 2015.

Changes in Internal Control Over Financial RepogdifThere have been no changes in our internal coatei financial reporting during the qua
ended March 31, 2015 that have materially affeate@dre reasonably likely to materially affect, @uernal control over financial reporting.

PART Il. OTHER INFORMATION
Item 1A. Risk Factors

We previously disclosed risk factors under “Item. Rdsk Factors” in our Annual Report on Form KOfor the year ended December 31, 201«
addition to those risk factors and the other infatian included elsewhere in this report, you shcaikb carefully consider the risk factor discus&etbw. Th
risks described below and in our Annual Report onnfr 10K for the year ended December 31, 2014 are nobtt risks facing our company. Additional ri
and uncertainties not currently known to us or thet deem to be immaterial also may materially askigraffect our business, financial condition amdésults
of operations.

Our wholly-owned subsidiary, GLIH, which became a member oé tRHLBI on February 20, 2015, does not meet thegdility requirements set out in tt
FHFA’ s September 2014 Notice of Proposed Rulemaking eénds not expect to meet them if those requiremestsain in any final rule, in which cas
GLIH' s FHLBI membership would be terminated and GLIH wislibe required to promptly liquidate any and all e@nces made to it by the FHLBI. We m
be unable to obtain sufficient financing on favorédterms or at all to repay or replace GLIK'future outstanding advances from the FHLBI upomg suct
required liquidation, which could adversely affectur liquidity and/or cause us to sell our assets der adverse market conditions and possibly in
substantial losses.

On February 20, 2015, GLIH, a Michigaemiciled and licensed insurance company, becameraber of the FHLBI. The Federal Housing Fine
Agency, or FHFA, in its Notice of Proposed Rulenmakidated September 2, 2014, or the Proposing &eleaserts that the FHFA will require the imme
termination of the Federal Home Loan Bank memberstiiany captive insurance company member thatlil) not meet the eligibility requirements
membership set out in the proposed rule and (i approved for membership during the period betwieerpublication of the proposed rule and the éffe
date of the final rule. In addition to immediatenténation of Federal Home Loan Bank membership Rfeposing Release asserts that the FHFA will dgaire
the prompt liquidation of any and all outstandimtyances to such captive insurer. The ProposingaRelstates that the FHFA will consider whether aderth
termination of membership and the prompt liquidataf advances explicit in the final rule. GLIH doest meet the eligibility requirements set out lire
proposed rules, and if the final rule contains shme eligibility requirements, GLIH does not expecsatisfy such requirements. Accordingly, thesia be n
assurance as to whether GL&Hhembership in the FHLB will continue past the@dm, if any, of a final rule, nor can there bey@ssurance as to when ¢
any final rule is adopted, what provisions the [finde may contain, or whether there would be amgcessful regulatory or judicial challenge whichubalte:
the application of the FHFA’s assertions. If a finale is adopted that requires us to promptly iigtle GLIH's advances from the FHLBI as well as
associated early termination fees and accruedeisiiethere can be no assurance that we will betaldbtain sufficient financing on favorable terorsat all tc
repay or replace our outstanding advances fronfrHileBl upon any such liquidation, which could adwdysaffect our liquidity and/or force us to sellrasset
under adverse market conditions and incur subsidnsses. Additionally, if GLIH's membership igr@nated, we would be at a competitive disadvantag@-
vis our competitors with captive insurance compammbers of a Federal Home Loan Bank which becammab®ss prior to the publication of the Propo:
Release and therefore have and will continue te fa@eess to long-term funding with which to acqthiesr target assets.

Item 6. Exhibits

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

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

NEW YORK MORTGAGE TRUST, INC

Date: May 7, 2015 By: /s/ Steven R. Mumma

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

Date: May 7, 2015 By: /s/ Kristine R. Nario

Kristine R. Nario
Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit

EXHIBIT INDEX

Description

3.1(a)

3.2

3.3

3.4

35

4.1

4.2(a)

4.2(b)

4.3(a)

4.3(b)

4.3(d)

4.4

4.5

Articles of Amendment and Restatement of New Yorkrtdage Trust, Inc., as amended (Incorporated fgreece to Exhibit 3.1 to tl
Company's Annual Report on Form 10-K as filed wiith Securities and Exchange Commission on Marc2aD4).

Bylaws of New York Mortgage Trust, Incs, @nended (Incorporated by reference to Exhibit@the Company’s Annual Report on FormKO0-
as filed with the Securities and Exchange Commiseio March 4, 2011).

Articles Supplementary designating the @any’'s 7.75% Series B Cumulative Redeemable PexfeBtock (the “Series B Preferred Stock”
(Incorporated by reference to Exhibit 3.3 of them@any’s Registration Statement on ForniA &s filed with the Securities and Excha
Commission on May 31, 2013).

Articles Supplementary classifying and designat§50,000 additional shares of the Compan$eries B Preferred Stock (Incorporater
reference to Exhibit 3.1 of the Company’s Curreep&t on Form 8< as filed with the Securities and Exchange Comimis®n March 2(
2015).

Articles Supplementary classifying and designathmy7.875% Series C Cumulative Redeemable Pref&taak (the “Series C Preferred Stopk”
(Incorporated by reference to Exhibit 3.5 of them@any’s Registration Statement on Forni &s filed with the Securities and Excha
Commission on April 21, 2015).

Form of Common Stock Certificate. (Incagied by reference to Exhibit 4.1 to the Compaégiistration Statement on Forml$-as filed witl
the Securities and Exchange Commission (Registrétm 333-111668), effective June 23, 2004).

Junior Subordinated Indenture between The New Yoktgage Company, LLC and JPMorgan Chase Bank,oNatiAssociation, as trust
dated September 1, 2005. (Incorporated by referenEghibit 4.1 to the Company’s Current Reportramm 8K as filed with the Securities a
Exchange Commission on September 6, 2005).

Parent Guarantee Agreement between New York Moetdagst, Inc. and JPMorgan Chase Bank, Nationabéiaton, as guarantee trus
dated September 1, 2005. (Incorporated by referenEahibit 10.1 to the Company's Current ReporfFomrm 8K as filed with the Securities a
Exchange Commission on September 6, 2005).

Junior Subordinated Indenture between The New Ywoktgage Company, LLC and JPMorgan Chase Bank,oNakiAssociation, as trust
dated March 15, 2005 (Incorporated by referendéxtaibit 4.3(a) to the Company's Quarterly ReportFamm 10Q as filed with the Securiti
and Exchange Commission on August 9, 2012).

Parent Guarantee Agreement between New York Mogtdagst, Inc. and JPMorgan Chase Bank, Nationabdiation, as guarantee trus’
dated March 15, 2005. (Incorporated by referendextuibit 4.3(b) to the Company's Quarterly RepartFmrm 10Q as filed with the Securiti
and Exchange Commission on August 9, 2012).

Parent Guarantee Agreement by New York MortgagestTiac. for the benefit of the Federal Home LoanB of Indianapolis, dated April
2015.

Certain instruments defining the rights of holdefdongterm debt securities of the Registrant and its glidses are omitted pursuant to It
601(b)(4)(iii) of Regulation S-K. The Registrantét®y undertakes to furnish to the SEC, upon requesiies of any such instruments.

Form of Certificate representing the SeBePreferred Stock. (Incorporated by referencéxoibit 3.4 of the Compang’Registration Stateme
on Form 8-A as filed with the Securities and Exd@@@ommission on May 31, 2013).

Form of Certificate representing the Series C PreteStock. (Incorporated by reference to Exhibit & the Companyg Registration Stateme
on Form 8-A as filed with the Securities and Exad@@ommission on April 21, 2015).
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10.1 Advances, Pledge and Security Agreement, datediM28¢2015, between Great Lakes Insurance Holdih@sand the Federal Home Loan
Bank of Indianapolis.

10.2 Equity Distribution Agreement, dated March 20, 204§ and between the Company and JMP Securities [Ib€orporated by reference to
Exhibit 1.1 to the Company's Current Report on F8ri as filed with the Securities and Exchange Cdssian on March 20, 2015).

10.3 Equity Distribution Agreement, dated March 20, 206y and between the Company and MLV & Co. LLCc(rporated by reference to Exhibit
1.2 to the Company's Current Report on Form 8-Kled with the Securities and Exchange CommissioiMarch 20, 2015).

104 Underwriting Agreement, dated as of April 15, 20t%,and among the Company, Morgan Stanley & Co. LUBS Securities LLC and Keefe,
Bruyette & Woods, Inc. (Incorporated by referenmé&xhibit 1.1 to the Company's Current Report om#8-K as filed with the Securities and
Exchange Commission on April 21, 2015).

12.1 Statement re: Computation of Ratios.

311 Section 302 Certification of Chief ExaeatOfficer.

31.2 Section 302 Certification of Chief Finen©fficer.

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

101.INS XBRL Instance Document *

101.SCH Taxonomy Extension Schema Documen

101.CAL Taxonomy Extension Calculation Linkbase Documen

101.DEF Taxonomy Extension Definition Linkbase Documeht *

XBRL

101.LAB Taxonomy Extension Label Linkbase Document **

101.PRE Taxonomy Extension Presentation Linkbase Document *

*

*%

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

Submitted electronically herewith. Attached as Bih101 to this report are the following documefaematted in XBRL (Extensible Business Repor
Language): (i) Condensed Consolidated Balance Slagigiarch 31, 2015 and December 31, 2014; (ii) CondéiXensolidated Statements of Operation
the three months ended March 31, 2015 and 2014C6ndensed Consolidated Statements of Comprereitstome for the three months endédrch 31
2015 and 2014; (iv) Condensed Consolidated Stateosfe@hanges in Stockholders’ Equity for the threenths endedarch 31, 2015; (v) Condens
Consolidated Statements of Cash Flows for the tmeaths endedvarch 31, 2015 and 2014; and (vi) Notes to Cond#nSensolidated Financ
Statements.
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Exhibit 4.3(d)



GUARANTY

This GUARANTY is made and entered into by New York Mortgage Trust, Inc., a
Maryland corporation, having an address at 275 Madison Avenue, Suite 3200, New York, New
York 10016 (the “Guarantor™), for the benefit of the Federal Home Loan Bank of Indianapolis,
whose address is 8230 Woodfield Crossing Boulevard, Indianapolis, Indiana 46240 (the
“FHLBI™) on this 1* day of April, 2015. This Guaranty is made with reference to the following
facts (with some capitalized terms being defined below):

A, Great Lakes Insurance Holdings LLC, a Michigan captive insurance limited
liability company (“Member™), and the FHLBI have entered into that certain Advances, Pledge
and Security Agreement, dated March 23, 2015 (as modified by that certain Letter of
Understanding dated the date hereof by and between the Member and FHLBI, the “Advances
Agreement”), pursuant to which Advances Agreement Member may obtain Advances (as defined
in the Advances Agreement) from FHLBI (the “Transactions™);

B. The FHLBI has requested, as a condilion to entering into any Transactions, that
the Guarantor deliver to FHLBI this Guaranty;

& Member is a wholly owned Subsidiary of Guarantor; and

D. Guarantor expects to benefit if FHLBI enters into Transactions with Member, and
desires that FHLBI enter into the Advances Agreement with Member;

E. Guarantor acknowledges that Member is a member of the FHLBI, but that
Guarantor does not meet the requirements of 12 U.S.C. § 1424 and as such is ineligible to be a
member of the FHLBI; and

F. Guarantor acknowledges that, notwithstanding that Guarantor is ineligible to be a
member of the FHLBI, the FHLBI would not engage in any Transactions under the Advances
Agreement with Member unless Guarantor executed this Guaranty. This Guaranty is therefore
delivered to FHLBI to induce FHLBI to enter into the Advances Agreement.

NOW, THEREFORE, in exchange for good, adequate, and valuable consideration, the
receipt of which Guarantor acknowledges, and to induce FHLBI to enter into the Advances
Agreement, Guarantor agrees as follows:

1. Definitions. For purposes of this Guaranty, the following terms shall be defined
as set forth below. In addition, any capitalized term used herein which is defined in the
Advances Agreement but not defined in this Guaranty shall have the meaning ascribed to such
term in the Advances Agreement.

(a)  “Collateral” has the meaning ascribed (o it in the Advances Agreement.
(b) “DIFS” means the State of Michigan Department of Insurance and

Financial Services.
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Guaranty

(¢)  “Guaranteed Obligations™ means; (a) “Obligations” as defined in the
Advances Agreement to fully and promptly pay all sums owed to FHLBI under the
Transactions as and when due in accordance with the Transactions and the Advances
Agreement; and (b) all other sums expended by the FHLBI or FHLBI’s designee or
nominee acting on FHLBI’s behalf in exercising FHLBI's rights and remedies pursuant
to this Guaranty, including FHLBI's Legal Costs relating to the enforcement of remedies
pursuant to this Guaranty.

(d) “Guarantor Litigation™ means any litigation, arbitration, investigation, or
administrative proceeding of or before any court, arbitrator, or governmental authority,
bureau or agency that relates to or affects this Guaranty or any asset(s) or property(ies) of
Guarantor.

(e) “Insolvency Proceeding™ means any rehabilitation, liquidation, or other
action by DIFS under Michigan Compiled Laws Title 500 Chapier 81 or any successor
statute, any case under Title 11 of the United States Code or any successor statute or any
other insolvency, rehabilitation, receivership, conservatorship, bankruptcy,
reorganization, liquidation, or any like proceeding, or other statute or body of law relating
lo creditors’ rights, whether brought under state, federal, or foreign law.

n “Legal Costs” means all reasonable out-of-pocket costs and expenses
incurred by FHLBI in any Proceeding or in obtaining legal advice and assistance in
connection with any Proceeding, any Guarantor Litigation, or any default by Guarantor
under this Guaranty (including any breach of a representation or warranty contained in
this Guaranty), including attorneys’ fees, disbursements, and other charges incurred by
FHLBI's attorneys, court costs and expenses, and charges for the services of paralegals,
law clerks, and all other personnel whose services are charged to FHLBI in connection
with FHLBI's receipt of legal services.

(g) “Lien” means any mortgage, lien, encumbrance, charge or other security
interest, whether arising under contract, by operation of law, judicial process or
otherwise.

(h)  “Member” means: (a) Great Lakes Insurance Holdings LLC; (b) any estate
created by the commencement of an Insolvency Proceeding affecting Great Lakes
Insurance Holdings LLC; (¢) any trustee, liquidator, conservator, rehabilitator,
sequestrator, or receiver of Great Lakes Insurance Holdings LLC or any of its property;
(d) any similar person duly appointed pursuant to any law governing any Insolvency
Proceeding of or for Great Lakes Insurance Holdings LLC; and (e) any permitted
successors and assigns of any of the foregoing.

(i) “Proceeding™ means any action, administrative action, suit, arbitration, or
other proceeding arising out of or relating to the interpretation or enforcement of, this
Guaranty, including: (a) an Insolvency Proceeding involving Guarantor; (b) any
proceeding in which FHLBI endeavors to enforce this Guaranty against Guarantor,
whether or not FHLBI prevails; and (¢) any proceeding commenced by Guarantor against
FHLBI.
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G) “Requirement of Law” means any applicable provision of the FHLBI's
Collateral Policy, the Federal Home Loan Bank Act of 1932, as amended, and all
applicable local, state, and federal laws, regulations, orders, judgments, and self-
regulatory organization requirements.

(k) “State” means the State of Indiana.

(L “Subsidiary” means as to any Person, a corporation, partnership, limited
liability company or other entity of which shares of stock or other ownership interests
having ordinary voting power (other than stock or such other ownership interests having
such power only by reason of a contingency) to elect a majority of the board of directors
or other managers of such corporation, partnership, limited liability company or other
entity are at the time owned, or the management of which is otherwise controlled, directly
or indirecily through one or more intermediaries, or both, by such Person.

(m)  “Transaction Document” means this Guaranty, the Advances Agreement,
each Application for Advance, each Advice of Credit, each Funding Agreement, and each
Other Credit Product Agreement, as any of the foregoing may be amended,
supplemented, superseded, or restated from time to time.

2. Absolute Guaranty of All Guaranteed Obligations.  Guarantor absolutely,
unconditionally, and irrevocably guarantees Member’s prompt and complete payment of all
Guaranteed Obligations. Guarantor shall be liable for, and obligated to pay, all Guaranteed
Obligations. All assets and property of Guarantor shall be subject to recourse if Guarantor fails
to pay any Guaranteed Obligation(s) when and as required to be paid pursuant to the Transaction
Documents, subject to any applicable senior liens, encumbrances, and security interests in such
assels.

3. Nature and Scope of Liability. Guarantor’s liability under this Guaranty is
primary and not secondary. Guarantor’s liability under this Guaranty shall be in the full amount
of all Guaranteed Obligations.

4, Changes in Transaction Documents. Without notice to, or consent by, Guarantor,
and in FHLBI's sole and absolute discretion and without prejudice to FHLBI or in any way
limiting or reducing Guarantor’s liability under this Guaranty, FHLBI may: (a) grant extensions
of time, renewals or other indulgences or modifications to Member or any other party under any
of the Transaction Document(s), (b) agree with Member to any change, amendment or
modification of any Transaction Document(s), (c¢) authorize the sale, exchange, release or
subordination of any Collateral, (d) accept or reject additional Collateral, (¢) discharge or release
any party or parties liable under the Transaction Documents, (f) foreclose or otherwise realize on
any Collateral, or attempi to foreclose or otherwise realize on any Collateral, whether such
attempt is successful or unsuccessful, (g) accept or make compositions or other arrangements or
file or refrain from filing a claim in any Insolvency Proceeding, (h) enter into other Transactions
with Member in such amount(s) and at such time(s) as FHLBI may determine, (i) credit
payments in such manner and order of priority to repurchase price, pricing differential, or other
obligations as FHLBI may determine in its discretion (in accordance with the Transaction
Documents), and (j) otherwise deal with Member and any other party related to the Transactions
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or any Collateral as FHLBI may determine in its sole and absolute discretion. Without limiting
the generality of the foregoing, Guarantor’s liability under this Guaranty shall continue even if
FHLBI and Member alter any obligations under the Transaction Documents in any respect or
FHLBI's or Guarantor’s remedies or rights against Member are in any way impaired or
suspended without Guarantor’s consent. If FHLBI performs any of the actions described in this
paragraph, then Guarantor’s liability shall continue in full force and effect even if FHLBI's
actions impair, diminish or eliminate Guarantor’s subrogation, contribution, or reimbursement
rights (if any) against Member, or otherwise adversely affect Guarantor or expand Guarantor’s
liability hereunder,

5. Omitted

6. Nature of Guaranty. Guarantor’s liability under this Guaranty is a guaranty of
payment of the Guaranteed Obligations, and is not a guaranty of collection or collectibility.
Guarantor’s liability under this Guaranty is not conditioned or contingent upon the genuineness,
validity, regularity or enforceability of any of the Transaction Documents. Guarantor’s liability
under this Guaranty is a several, continuing, absolute, and unconditional obligation under any
and all circumstances whatsoever (except as expressly stated, if at all, in this Guaranty), without
regard to the validity, regularity or enforceability of any of the Guaranteed Obligations.
Guarantor acknowledges that Guarantor is fully obligated under this Guaranty even if Member
had no liability at the time of execution of the Transaction Documents or later ceases (o be liable
under any Transaction Document, whether pursuant to Insolvency Proceedings or otherwise.
Guarantor shall not be entitled to claim, and irrevocably covenants not to raise or assert, any
defenses against any Guaranteed Obligation that would or might be available to Member, other
than actual payment and performance of such Guaranteed Obligations in full in accordance with
their terms. Guarantor waives any right to compel FHLBI to proceed first against Member or
any Collateral before proceeding against Guarantor. Guarantor agrees that if any of the
Guaranteed Obligations are or become void or unenforceable (because of inadequate
consideration, lack of capacity, Insolvency Proceedings, or for any other reason), then
Guarantor’s liability under this Guaranty shall continue in full force with respect to all
Guaranteed Obligations as if they were and continued to be legally enforceable, all in accordance
with their terms and, in the case of Insolvency Proceedings, before giving effect to the
Insolvency Proceedings. Guarantor also recognizes and acknowledges that its liability under this
Guaranly may be more extensive in amount and more burdensome than that of Member,
Guarantor waives any defense that might otherwise be available to Guarantor based on the
proposition that a guarantor’s liability cannot exceed the liability of the principal. Guarantor
intends to be fully liable under the Guaranteed Obligations regardless of the scope of Member’s
liability thereunder. Guarantor waives any defenses to this Guaranty arising or purportedly
arising from the manner in which FHLBI disburses Advances proceeds to Member or otherwise,
or any waiver of the terms of any Transaction Document by FHLBI or other failure of FHLBI to
require full compliance with the Transaction Documents. Guarantor’s liability under this
Guaranty shall continue until all sums due under the Transaction Documents have been paid in
full and all other performance required under the Transaction Documents has been rendered in
full, except as expressly provided otherwise in this Guaranty. Guarantor’s liability under this
Guaranty shall not be limited or affected in any way by any impairment or any diminution or loss
of value of any Collateral whether caused by (a) hazardous substances, (b) FHLBI’s failure to
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perfect a security interest in any Collateral, (¢) any disability or other defense(s) of Member, or
(d) any breach by Member of any representation or warranty contained in any Transaction
Document.

7. Waivers of Rights and Defenses. Guarantor waives any right to require FHLBI to
(a) proceed against Member, (b) proceed against or exhaust any Collateral, or (¢) pursue any
other right or remedy for Guarantor’s benefit. Guarantor agrees that FHLBI may proceed against
Guarantor with respect to the Guaranieed Obligations without taking any actions against Member
and without proceeding against or exhausting any Collateral. Guarantor agrees that FHLBI may
unqualifiedly exercise in its sole discretion (or may waive or release, intentionally or
unintentionally) any or all rights and remedies available to it against Member without impairing
FHLBI’s rights and remedies in enforcing this Guaranty, under which Guarantor’s liabilities
shall remain independent and unconditional. Guarantor agrees and acknowledges that FHLBI's
exercise (or waiver or release) of certain of such rights or remedies may affect or eliminate
Guarantor’s right of subrogation or recovery against Member (if any) and that Guarantor may
incur a partially or totally nonreimbursable liability in performing under this Guaranty.
Guarantor has assumed the risk of any such loss of subrogation rights, even if caused by
FHLBI's acts or omissions. [f FHLBI's enforcement of rights and remedies, or the manner
thereof, limits or precludes Guarantor from exercising any right of subrogation that might
otherwise exist, then the foregoing shall not in any way limit FHLBI’s rights to enforce this
Guaranty. Without limiting the generality of any other waivers in this Guaranty, Guarantor
expressly waives any statutory or other right (except as set forth herein) that Guarantor might
otherwise have to: (i) limit Guarantor’s liability after a nonjudicial foreclosure sale to the
difference between the Guaranteed Obligations and the fair market value of the property or
interests sold at such nonjudicial foreclosure sale or to any other extent, (ii) otherwise limit
IFHLBI's right to recover a deficiency judgment after any foreclosure sale, or (iii) require FHLBI
to exhaust its Collateral before FHLBI may obtain a personal judgment for any deficiency.
Guarantor acknowledges and agrees that any nonrecourse or exculpation provided for in any
Transaction Document, or any other provision of a Transaction Document limiting FHLBI’s
recourse to specific Collateral or limiting FHLBIs right to enforce a deficiency judgment against
Member or any other person, shall have absolutely no application to Guarantor’s liability under
this Guaranty. To the extent that FHLBI collects or receives any sums or payments from
Member or any proceeds of a foreclosure or similar sale, FHLBI shall have the right, but not the
obligation, to apply such amounts first to that portion of Member’s indebtedness and obligations
to FHLBI (if any) that is not covered by this Guaranty, regardless of the manner in which any
such payments and/or amounts are characterized by the person making the payment. No
agreement or waiver hereunder shall permit FHLBI to recover in total from Member and
Guarantor an amount greater than the total amount of Guaranteed Obligations.

8. Additional Waivers. Guarantor waives diligence and all demands, protests,
presentments and notices of every kind or nature, including notices of protest, diligence,
presentment, dishonor, nonpayment, acceptance of this Guaranty and the creation, renewal,
extension, modification or accrual of any of the Guaranteed Obligations. Guarantor further
waives the right to plead any and all statutes of limitations and statutes of repose as a defense to
Guarantor’s liability under this Guaranty or the enforcement of this Guaranty. No failure or
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delay on FHLBI's part in exercising any power, right or privilege under this Guaranty shall
impair or waive any such power, right or privilege.

9. Chher Actions Taken or Omitted. Notwithstanding any other action taken or
omitied to be taken with respect to the Guaranteed Obligations, or the security and collateral
therefor, whether or not such action or omission prejudices Guarantor or increases the likelihood
that Guarantor will be required to pay the Guaranieed Obligations pursuant to the terms hereof, it
is the unambiguous and unequivocal intention of Guarantor that Guarantor shall be obligated to
pay the Guaranteed Obligations when due, notwithstanding any occurrence, circumstance, event,
action, or omission whatsoever, whether contemplated or uncontemplated, and whether or not
otherwise or particularly described herein, which obligation shall be deemed satisfied as to any
Guaranteed Obligation only upon the full and final payment and satisfaction of such Guaranteed
Obligations.

10.  No Duty to Prove Loss. To the extent that Guarantor at any time incurs any
liability under this Guaranty, Guarantor shall immediately pay FHLBI upon request (to be
applied on account of the Guaranteed Obligations) the amount provided for in this Guaranty,
without any requirement that FHLB] demonsirate that the Collateral is inadequate for the
Transactions; or that FHLBI has currently suffered any loss; or that FHLBI has otherwise
exercised (lo any degree) or exhausted any of FHLBI's rights or remedies with respect to
Member or any Collateral. Notwithstanding the foregoing, in connection with a claim for
amounts due to FHLBI pursuant to clause (b) of the definition of Guaranteed Obligations,
IFHLBI shall furnish to Guaranior reasonable support for its calculation of such amount (which
shall not in any case require the disclosure of any privileged communications or information,
including as to Legal Costs).

11.  Full Knowledge. Guarantor acknowledges, represents, and warrants that
Guarantor has had a full and adequate opportunity to review the Transaction Documents, the
transactions contemplated by the Transaction Documents, and all underlying facts relating to
such transactions. Guarantor represents and warrants that Guarantor fully understands: (a) the
remedies FHLBI may pursue against Member and/or Guarantor in the event of a default under
the Transaction Documents, (b) the value (if any) and character of any Collateral, and (c)
Member’s financial condition and ability to perform under the Transaction Documents,
Guarantor agrees to keep itself fully informed regarding all aspects of the foregoing and the
performance of Member’s obligations to FHLBI. FHLBI has no duty, whether now or in the
future, to disclose to Guarantor any information pertaining to Member, the Transactions or any
Collateral. At any time provided for in the Transaction Documents, Guarantor agrees and
acknowledges that an Insolvency Proceeding affecting Member or Guarantor, or other actions or
events relating to Guarantor (including a change in Guarantor’s financial position), as set forth in
the Transaction Documents, constitute event(s) of default under the Transaction Documents.

12. Representations and Warranties. Guarantor acknowledges, represents and
warrants as follows, and acknowledges that FHLBI is relying upon the following
acknowledgments, representations, and warranties by Guarantor in entering into the
Transactions:
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(a) Due Execution; Enforceability. The Guaranty has been duly executed and
delivered by Guarantor, for good and valuable consideration. The Guaranty constitutes
the legal, valid and binding obligations of Guarantor, enforceable against Guarantor in
accordance with ifs respective terms subject to bankruptcy, insolvency, and other
limitations on creditors’ rights generally and to equitable principles.

(b)  No Conflici, The execution, delivery, and performance of this Guaranty
will not conflict with or result in a breach of any of the terms, conditions or provisions of
(i) the organizational documents of Guarantor, (ii) any contractual obligation to which
Guarantor is now a party or by which it is otherwise bound or to which the assets of
Guarantor are subject or constitute a default thereunder, or result in the creation or
imposition of any Lien upon any of the assets of Guarantor thereunder, other than
pursuant to this Guaranty, (iii) any judgment or order, writ, injunction, decree or demand
of any court applicable to Guarantor, or (iv) any applicable Requirement of Law; in each
case, to the extent that such conflict or breach would have a material adverse effect upon
Guarantor’s ability to perform its obligations hereunder. Guarantor has all necessary
licenses, permits and other consents required by all applicable local, state, and federal
laws, orders, judgments, self-regulatory organization requiremenis, and regulations
necessary for the performance of its obligations under this Guaranty.

(c) Litigation; Requirements of Law. There is no action, suit, proceeding,
investigation, or arbitration pending or, to the best knowledge of Guarantor, threatened
against Member, Guarantor or any of their respective assels, nor is there any action, suit,
proceeding, investigation, or arbitration pending or threatened against Guarantor which
may result in any material adverse change in the business, operations, financial condition,
properties, or assets of Member or Guarantor, or which may have an adverse effect on the
validity of the Guaranty or the Transaction Documents or the Collateral or any action
taken or to be taken in connection with the obligations of Guarantor under the Guaranty
or of Member under any of the Transaction Documents. Guarantor is in compliance in all
material respects with all Requirements of Law applicable to Guarantor, Neither
Member nor the Guarantor is in default in any material respect with respect to any
Judgment, order, writ, injunction, decree, rule or regulation of any arbitrator or
governmental authority.

(d)  No Third Party Consent Required. No consent of any person (including
creditors or partners, members, stockholders, or other owners of Guarantor), except those
consents provided as of this date hereof, is required in connection with Guarantor’s
execution of this Guaranty or performance of Guarantor’s obligations under this
Guaranty. Guarantor’s execution of, and obligations under, this Guaranty are not
contingent upon any consent, license, permit, approval, or authorization of, exemption
by, notice or report to, or registration, filing, or declaration with, any governmental
authority, bureau, or agency, whether local, state, federal, or foreign.

(e) Authority and Execution. Guarantor is duly formed and validly existing
under the laws of the Staie of Maryland and has full power, authority, and legal right to
execule, deliver and perform its obligations under this Guaranty. Guarantor has taken all
necessary organizational and legal action to authorize this Guaranty.
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(f) No Representations by FHLBI. Guarantor delivers this Guaranty based
solely upon Guarantor’s own independent investigation and based in no part upon any
representation or statement by FHLBI,

13.  No Misstatements. No information, exhibit, report or certificate furnished by

Guarantor to FHLBI in connection with the Transactions or any Transaction Document contains
any material misstatement of fact.

14.  Reimbursement and Subrogation Rights. Except to the extent that FHLBI notifies

Guarantor to the contrary in writing from time to time:

Gugranty

(a) General Deferral of Reimbursement. Guarantor waives any right to be
reimbursed by Member for any payment(s) made by Guarantor on account of the
Guaranteed Obligations, unless and until all Guaranteed Obligations have been paid in
full and all periods within which such payments may be set aside or invalidated have
expired. Guarantor acknowledges that Guarantor has received adequate consideration for
execution of this Guaranty by virtue of FHLBI's entering into the Transactions (which
benefit Guarantor, as an indirect owner or principal of Member) and Guarantor does not
require or expect, and is not entitled to, any other right of reimbursement against Member
as consideration for this Guaranty.

(b}  Deferral of Subrogation and Contribution. Guarantor agrees it shall have
no right of subrogation against Member or FHLBI and no right of subrogation against
any Collateral, unless and until: (a) such right of subrogation does not violate (or
otherwise produce any result adverse to FHLBI under) any applicable law, including any
insurance, bankruptcy or insolvency law; (b) all amounts due under the Transaction
Documents have been paid in full and all other performance required under the
Transaction Documents has been rendered in full to FHLBI; (c¢) all periods within which
such payment may be set aside or invalidated have expired; and (d) FHLBI has released,
transferred or disposed of all of its right, title and interest in all Collateral (such deferral
of Guarantor’s subrogation and contribution rights, the “Subrogation Deferral™).

(c) Effect of Invalidation. To the extent that a court of competent jurisdiction
determines that Guarantor’'s Subrogation Deferral is void or voidable for any reason,
Guarantor agrees, notwithstanding any acis or omissions by FHLBI that Guarantor’s
rights of subrogation against Member or FHLBI and Guarantor’s right of subrogation
against any Collateral shall at all times be junior and subordinate to FHLBI's rights
against Member and to FHLBI’s right, title and interest in such Collateral.

(d}) Claims in Insolvency Proceeding. Guarantor shall not file any claim in
any Insolvency Proceeding affecting Member unless Guarantor simultaneously assigns
and transfers such claim to FHLBI, without consideration, pursuant to documentation
fully satisfactory to FHLBL. Guarantor shall automatically be deemed to have assigned
and transferred such claim to FHLBI whether or not Guarantor executes documentation
to such effect, and by executing this Guaranty hereby authorizes FHLBI (and grants
FHLEBI a power of attorney coupled with an interest, and hence irrevocable) to execute
and file such assignment and transfer documentation on Guarantor’s behalf, FHLBI shall
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have the sole right to vote, receive distributions, and exercise all other rights with respect
to any such claim, provided, however, that if and when the Guaranteed Obligations have
been paid in full FHLBI shall release to Guarantor any further payments received on
account of any such claim.

15. Waiver Disclosure. Guarantor acknowledges that pursuant to this Guaranty,
Guarantor has waived a substantial number of defenses that Guarantor might otherwise under
some circumstance(s) be able to assert against Guarantor’s liability to FHLBI. Guarantor
acknowledges and confirms that Guarantor has substantial experience as a sophisticated
participant in substantial commercial real estate transactions and is fully familiar with the legal
consequences of signing this or any other guaranty. In addition, Guarantor is represented by
competent counsel. Guarantor has obtained from such counsel, and understood, a full
explanation of the nature, scope, and effect of the waivers contained in this Guaranty (a “Waiver
Disclosure™). In the alternative, Guarantor has, with advice from such counsel, knowingly and
intentionally waived obtaining a Waiver Disclosure. Accordingly Guarantor does not require or
expect FHLBI to provide a Waiver Disclosure. It is not necessary for FHLBI or this Guaranty to
provide or set forth any Waiver Disclosure, notwithstanding any principles of law to the
contrary. Nevertheless, Guarantor specifically acknowledges that Guarantor is fully aware of the
nature, scope, and effect of all waivers contained in this Guaranty, all of which have been fully
disclosed to Guarantor. Guarantor acknowledges that as a resull of the waivers contained in this
Guaranty:

(a) Actions by FHLBI. FHLBI will be able to take a wide range of actions
relating to Member, the Transactions, and the Transaction Documents, all without
Guarantor’s consent or notice 1o Guarantor. Guarantor’s full and unconditional liability
under this Guaranty will continue whether or not Guarantor has consented to such
actions. Guarantor may disagree with or disapprove such actions, and Guarantor may
believe that such actions should terminate or limit Guarantor’s obligations under this
Guaranty, but such disagreement, disapproval, or belief on the part of Guarantor will in
no way limit Guarantor’s obligations under this Guaranty.

(b)  Interaction with Member Liability. Guarantor shall be fully liable for all
Guaranteed Obligations even if Member has no liability whatsoever under the
Transaction Documents or the Transaction Documents are otherwise invalid,
unenforceable, or subject to defenses available to Member. Guarantor acknowledges that
Guarantor’s full and unconditional liability under this Guaranty (with respect to the
Guaranteed Obligations as if they were fully enforceable against Member) will continue
notwithstanding any such limitations on or impairment of Member's liability.

(c) Timing of Enforcemeni. FHLBI will be able to enforce this Guaranty
against Guarantor even though FHLBI might also have available other rights and
remedies that FHLBI could conceivably enforce against the Collateral or against other
parties. As a result, FHLBI may require Guarantor to pay the Guaranteed Obligations
earlier than Guarantor would prefer to pay the Guaranteed Obligations, including
immediately upon the occurrence of a default by Member. Guarantor will not be able to
assert against FHLBI various defenses, theories, excuses, or procedural requirements that
might otherwise force FHLBI to delay or defer the enforcement of this Guaranty against
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Guarantor. Guarantor acknowledges that Guarantor intends to allow FHLBI to enforce
the Guaranty against Guarantor in such manner. All of Guaranior’s assets will be
available to satisfy FHLBIs claims against Guarantor under this Guaranty.

(d)  Continuation of Liability. Guarantor's liability for the Guaranteed
Obligations shall continue at all times until the Guaranteed Obligations have actually
been paid in full, even if other circumstances have changed such that in Guarantor’s view
Guarantor’s liability under this Guaranty should terminate, except to the extent that any
express conditions to the termination of this Guaranty, as set forth in this Guaranty, have
been satisfied.

16.  FHLBI's Disgorgement of Payments. Guarantor’s obligations under this
Guaranty shall continue and remain in full force and effect at all times until the Guaranteed
Obligations have actually been irrevocably paid in full. Guarantor’s obligations under this
Guaranty shall be reinstated if, pursuant to any Insolvency Proceeding or otherwise, all or any
part of any payment by Guarantor is avoided or recovered directly or indirectly from FHLBI as a
preference, fraudulent transfer, or otherwise, irrespective of (a) any notice of revocation given by
Guarantor prior to such avoidance or recovery, or (b) pavment in full of the Transactions.
Subject to the foregoing, Guarantor’s liability under this Guaranty shall continue until all periods
have expired within which FHLBI could (on account of any Insolvency Proceedings, whether or
not then pending, affecting Member or any other person) be required to return, repay, or disgorge
any amount paid at any time on account of the Guaranteed Obligations.

17.  Financial Information.

(a) Annual Financial Statements. Guarantor will provide to FHLBI as soon as
practicable, but in any event not later than one hundred twenty (120) days after the end of
each fiscal year of Guarantor, financial statements of Guarantor, audiled by an
independent certified public accountant, including a balance sheet, statement of income
and retained earnings and a statement of cash flows, with accompanying notes to
financial statements, all prepared in accordance with accounting principles generally
applied in the United States (“GAAP™) on a basis consistent with prior years unless
specifically noted thereon, and further accompanied by a Management’s Discussion and
Analysis of Financial Condition and Results of Operations prepared in compliance with
17 C.F.R. § 229.303 (or any successor regulation) and by Guarantor and Guarantor’s
independent certified public accountant. Such financial statements shall be accompanied
by the certificate of an officer of Guarantor familiar with such matters that such financial
statements present fairly the financial condition of Guarantor as of the date thereof and
the results of Guarantor’s operations for the period then ended and that no Event of
Default and no circumstances that would constitute a default but for the giving of notice
and/or passing of time exists under this Guaranty or the Transaction Documents, or if any
default or circumstances that would constitute a default but for the giving of notice and/or
passing of time exists, stating the nature and staius thereof. Notwithstanding the
foregoing, the Guarantor’s obligation to deliver annual audited consolidated financial
statements and MD&A hereunder will be deemed to have been met by the timely filing
with the U.S. Securities & Exchange Commission (“SEC™) of annual reports on Form
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10-K at any time that the Guarantor has a class of securities registered with, and is
obligated to deliver such reports to, the SEC.

(b} Quarterly Financial Statements. Guarantor will, not later than forty-five
(45) days after the close of each fiscal quarier of Guarantor, provide to FHLBI a balance
sheet and a statement of profit and loss in a form acceptable to FHLBI, prepared by
Guarantor and certified by Guarantor to be accurate and complete, reflecting Guarantor’s
financial condition as of the end of that fiscal quarter. Such financial statements shall be
accompanied by the certificate of an officer of Guarantor familiar with such matters that
such financial statements present fairly the financial condition of Guarantor as of the date
thereof and the results of Guarantor’s operations for the period then ended and that no
Event of Default and no circumstances that would constitute a default but for the giving
of notice and/or passing of time exists under this Guaranty or the Transaction Documents,
or il any default or circumstances that would constitute a default but for the giving of
notice and/or passing of time exists, stating the nature and status thereof
Notwithstanding the foregoing, the Guarantor’s obligations to deliver quarterly
consolidated financial statements hereunder will be deemed to have been met by the
timely filing with the SEC of quarterly reports on Form 10-Q at any time that the
Guarantor has a class of securities registered with, and is obligated to deliver such reports
to, the SEC.

(c) Supplemental Financial Information. Guarantor shall also, within five
business days after FHLBI’s request made at any time, deliver to FHLBI such additional
financial information relating to Guarantor as FHLBI may reasonably request and which
is in Guarantor’s possession, so long as the disclosure of same by the Guarantor is not
prohibited under applicable Requirements of Law, including, without limitation, the rules
and regulations of the SEC and any national or other exchange on which any class of
securities of the Guarantor may be listed.

(d)  Confidentiality of Information. The provisions of Section 5.15 of the
Advances Agreement shall apply to any information disclosed by the Guarantor to the
FHLBI pursuant to this Section 17, with the Guarantor having the rights and obligations
ascribed to the “Member” in such Section 5.15, it being understood, however, that in all
events the Guarantor shall be permitted to disclose such information concerning the
Advances Agreement, this Guaranty and all Transactions and related agreements and
understandings to the extent required by Requirements of Law,

18. Right to Set Off. Notwithstanding anything to the contrary contained herein, no
provision of this Guaranty shall be deemed to limit, decrease or in any way diminish any rights
of set-off FHLBI may have with respect to any cash, cash equivalents, or the like which may
now or hereafler be put on deposit with FHLBI by Member or by Guarantor, or with respect to
FHLBI stock owned by Member. Upon the occurrence and during the continuance of any Event
of Default, FHLBI is hereby authorized at any time and from time to time, to the fullest extent
permitted by law, to set off and apply any and all deposits (general or special, time or demand,
provisional or final), FHLBI stock, or other Collateral at any time held and other indebtedness at
any time owing by FHLBI to or for the credit or the account of Member or Guarantor against any
and all of the obligations of Guarantor now or hereafter existing under this Guaranty, irrespective
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of whether or not FHLBI shall have made any demand under this Guaranty and although such
obligations may be contingent and unmatured. FHLBI agrees promptly to notify Guarantor after
any set-off and application, provided that the failure 1o give such notice shall not affect the
validity of such set-off and application or this Guaranty. The rights of FHLBI under this Section
18 are in addition to other rights and remedies (including, without limitation, other rights to set-
off) which FHLBI may have.

19.  Consent fo Jurisdiction. Guarantor agrees that any Proceeding to enforce this
Guaranty may be brought in any state or federal court located in the State that FHLBI may select
from time to time. By executing this Guaranty, Guarantor irrevocably accepts and submits to the
nonexclusive personal jurisdiction of each of the aforesaid courts, generally and unconditionally
with respect to any such Proceeding. Guarantor agrees not to assert any basis for transferring
jurisdiction of any such proceeding to another court. Guarantor further agrees that a final non-
appealable judgment against Guarantor in any Proceeding shall be conclusive evidence of
Guarantor’s liability for the full amount of such judgment.

20.  Merger; No Conditions; Amendments. This Guaranty and documents referred to
herein contain the entire agreement among the parties with respect to the matters set forth in this
Guaranty. This Guaranty supersedes all prior agreements among the parties with respect to the
matters set forth in this Guaranty. No course of prior dealings among the parties, no usage of
trade, and no parol or extrinsic evidence ol any nature shall be used to supplement, modify, or
vary any terms of this Guaranty. This Guaranty is unconditional. There are no unsatisfied
conditions to the full effectiveness of this Guaranty. No terms or provisions of this Guaranty
may be changed, waived, revoked, or amended without FHLBI's written agreement. If any
provision of this Guaranty is determined to be unenforceable, then all other provisions of this
Guaranty shall remain fully effective.

21.  Enforcement. In the event of any Proceeding between Guarantor and FHLBI,
including any Proceeding in which FHLBI enforces or attempts to enforce this Guaranty or the
Transactions against Guarantor, or in the event of any Guarantor Litigation, Guarantor shall
reimburse FHLBI for all Legal Costs of such Proceeding.

22, Fundamental Changes. Guarantor shall not wind up, liquidate, or dissolve its
affairs or enter into any transaction of merger or consolidation, or scll, lease, or otherwise
dispose of (or agree to do any of the foregoing) all or substantially all of its property or assets,
without FHLBI's prior written consent.

23, Further Assurances. Guarantor shall execute and deliver such further documents,
and perform such further acts, as FHLBI may request to achieve the intent of the parties as
expressed in this Guaranty, provided in each case that any such documentation is consistent with
this Guaranty and with the Transaction Documents,

24, Certain Entities. 1f Member or Guarantor is a partnership, limited liability
company, or other unincorporated association, then: (a) Guarantor’s liability shall not be
impaired by changes in the name or composition of Member or Guarantor; and (b) the
withdrawal or removal of any partner(s) or member(s) of Member or Guarantor shall not
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diminish Guarantor’s liability or (if Guarantor is a partnership) the liability of any withdrawing
general parmers of Guarantor.

25, Counterparts. This Guaranty may be executed in counterparts.

26. WAIVER OF TRIAL BY JURY. GUARANTOR WAIVES TRIAL BY JURY IN

ANY ACTION OR PROCEEDING ARISING FROM OR RELATING TO THIS GUARANTY
OR THE TRANSACTION DOCUMENTS OR ANY OBLIGATION(S) OF GUARANTOR
HEREUNDER OR UNDER THE TRANSACTION DOCUMENTS.

Giuaranty

27. Miscellaneous.

(a) Assignability. FHLBI may assign the rights under this Guaranty (in whole
or in part) together with any one or more of the Transaction Documents in accordance
with terms of the Advances Agreement without in any way affecting Guarantor’s
liability. Upon request in connection with any such assignment Guarantor shall deliver
such documentation as FHLBI shall reasonably request. FHLBI may from time to time
designate any third party to hold and exercise any or all of FHLBI’s rights and remedies
under this Guaranty. This Guaranty shall benefit FHLBI and its successors and assigns
(including any such designated third party) and shall bind Guarantor and its heirs,
executors, administrators, successors, and assigns. Guaranior may nol assign this
Guaranty in whole or in part without the prior written consent of FHLBI.

(b} Notices. All notices, requests, and demands to be made under this
Guaranty shall be given in writing and shall be effective for all purposes if hand delivered
or sent by (a) hand delivery, with proof of attempied delivery, (b) certified or registered
United States mail, postage prepaid, (c) expedited prepaid delivery service, either
commercial or United States Postal Service, with proof of attempted delivery, or (d) by
email provided that such email notice must also be delivered by one of the means set
forth in (a), (b) or (c) above, to the address set forth in the opening paragraph of this
Guaranty or at such other address and person as shall be designated from time to time by
any party hereto, as the case may be, in a written notice to the other parties hereto in the
manner provided for in this Section 27(b). A notice shall be deemed to have been given:
(a) in the case of hand delivery, at the time of delivery, (b) in the case of registered or
certified mail, when delivered or the first attempted delivery on a Business Day, (c) in the
case of expedited prepaid delivery upon the first attempted delivery on a Business Day,
or (d) in the case of email, upon delivery such email; provided that (i) such email notice
was also delivered by one of the means set forth in (a), (b) or (c) above (which may arrive
after such email), and (ii) the transmitting party did not receive an electronic notice of a
transmission failure. A party receiving a notice which does not comply with the technical
requirements for notice under this Section may elect to waive any deficiencies and treat
the notice as having been properly given.

(c) Interpretation. This Guaranty shall be enforced and interpreted according
to the laws of the State, disregarding its rules on conflicts of laws. The word “include”
and its variants shall be interpreted in each case as if followed by the words “without
limitation.”
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(d)  Recitals. The recitals set forth at the head of this Guaranty are
incorporated herein by this reference.

28.  Business Purposes. Guarantor acknowledges that this Guaranty is executed and
delivered for business and commercial purposes, and not for personal, family, household,
consumer, or agricultural purposes. Guarantor acknowledges that Guarantor is not entitled to,
and does not require the benefits of, any rights, protections, or disclosures that would or may be
required if this Guaranty were given for personal, family, houschold, consumer, or agricultural
purposes. Guarantor acknowledges that none of Guarantor’s obligation(s) under this Guaranty
constitute(s) a “debt” within the meaning of the United States Fair Debt Collection Practices Act,
15 U.S.C. § 1692a(5), and accordingly compliance with the requirements of such Act is not
required if FHLBI (directly or acting through its counsel) makes any demand or commences any
action to enforce this Guaranty.

29.  No Third-Party Beneficiaries. This Guaranty is executed and delivered for the
benefit of FHLBI and its successors, and assigns, and is not intended to benefit any third party.

30. CERTAIN ACKNOWLEDGMENTS BY GUARANTOR. GUARANTOR
ACKNOWLEDGES THAT BEFORE EXECUTING THIS GUARANTY: (A)
GUARANTOR HAS HAD THE OPPORTUNITY TO REVIEW IT WITH AN
ATTORNEY OF GUARANTOR’S CHOICE; (B) FHLBI HAS RECOMMENDED TO
GUARANTOR THAT GUARANTOR OBTAIN SEPARATE COUNSEL,
INDEPENDENT OF MEMBER'S COUNSEL, REGARDING THIS GUARANTY; AND
(C) GUARANTOR HAS CAREFULLY READ THIS GUARANTY AND UNDERSTOOD
THE MEANING AND EFFECT OF ITS TERMS, INCLUDING ALL WAIVERS AND
ACKNOWLEDGMENTS CONTAINED IN THIS GUARANTY AND THE FULL
EFFECT OF SUCH WAIVERS AND THE SCOPE OF GUARANTOR’S OBLIGATIONS
UNDER THIS GUARANTY.

[Remainder of page left blank intentionally. ]
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IN WITNESS WHEREOF, Guarantor has duly executed this Guaranty as of the day
first written above.

NEW YORK MORTGAGE TRUST, INC.,
a Maryland corporation

Name: Steve Mumma
Title: Chairman / CEO / President

By: ML@N

Name: Nathan Reese
Title: Vice President & Secretary

State of e er I )
,_ ) SS:

County of _ New ey b )
On this _ [ day of _ftpnl , 2015, before me
personally came Steve. Mompa and
Nektign Rosse , to me known, who, being by me duly sworn,
did depose and state that they are the CED and
Vice  Resident of NEW YORK MORTGAGE TRUST,
INC., a Maryland corporation; and that they signed their names thereto on behalf of such limited
liability company and that said___ Stede.  Mumma. and
Naddvin Leene are duly authorized and acknowledge the execution of said

instrument to be the voluntary act and deed of such corporation.
£

f e JfLLw«*Q% (SEAL)

Notary Public Signature Q
h)L niea  Mep depm

Printed Name

My Commission Expires: TJune 25‘ R2e\§

My County of Residence: ~ew Nl

o \wharinglexecrtive_legalleredit mirs\mvmtunamt parent guaranty for ghik vl 03031 3 docx

MENDOZA
.St
No. CIMEBZ24194
Qualtfied in New York County
My Comemission Expires June 28, 2018



FHLBI

Exhibit 10.1

ADVANCES, PLEDGE AND SECURITY AGREEMENT

This Advances, Pledge and Security Agreement (the “Advances Agreement”), daeted ssof this_£23  day
Great Lakes Insurance Holdings LLC

of _Merg , 2015 , is between
with its principal place of business uwmmmm@&m

48226-3506(the “Member”) and the Federal Home Loan Bank of Indianapolis, with its principal place of
business at 8250 Woaodfield Crossing Boulevard, Indianapolis, Indizna 46240 (the “FHLBI").

WHEREAS, the FHLBI, subject to the provisions of the Federal Home Loan Bank Act (“Bank Act™), the
Rules and Regulations of the Federal Housing Finance Agency or its legal successor (“FHFA
Regulations"), the policies of the FHFA and the FHLBI's Credit Policies (ns hereinafler defined), is
authorized o make available Advances and Other Credit Products Lo its members; and

WHEREAS, Member desires from time to time to apply for such Advenees and Other Credit Products thal
may be available to it; and

WHEREAS, the FHLBI requires that such Advances and Other Credit Products provided by the FHLEBI be
secured pursuant 1o this Advances Agreement, and Member agrees (o provide such security as requested by
the FHLBI by the means sct forth in this Advances Agreement.

NOW THEREFORE, intending to be legally bound, the Member and the FHLBI ogree as follows:
1. General,

Section 1.01, Definitions,
As used herein, the following terms shall have the following meanings:

“Advance” or “Advances™ meens any and all loans or other extensions of credit now or herealler graned
by the FHLBI to the Member, including all loans or extensions ol eredit by the FHLBI to the Member prior
1o the date hereof,

“Advice of Credit™ means one or more written confirmuotions 1o be cxecuted by the Member and the
FHLBI specilying the type or category of Advance made, the terms of repayment, the interest rate (which
may be fixed or variable), and any other pertinent terms and conditions, which shall evidence an Advanee,

“Application for Advance™ means cne or more writlen or ielephonic requests for an Advance, in such
form or forms as shall be specified by the FHLBI from time to time, and which if executed by the FHLEI
shall evidence an Advance.

“Bank Deposits™ means all deposit accounts maintained by the Member with the FHLBI (excluding safe-
keeping accounts expressly held for the benefit of a third-party), all money, cosh and checks, drafis,
notices, bills, bills ol exchunge and bonds deposited therein or credited thereto, including any increases,
renewals, extensions, substilutions end replacements, whether or not such instruments have been posted o
any such deposit sccount, and all statements, certificates, passbooks and instruments representing any such
deposit account.

“Capital Stock™ mcans all of the capital stock of the FHLBI owned by the Member, ond all payments
which have been or hereafler are made on nccount of subseriptions Lo, and all unpaid dividends on, such
Capital Stock.

"CMS Account" means thot certain Cash Monagement Service Account maintained by the Member at the
FHLBI.

“Collateral™ means the following assets ol the Member ol any Kind or nature whatsoever, whether langibile
or intangible, including without limitation, all Capital Stock, Bank Deposits, Morngage Collateral,
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Seeuritics Collateral, und Other Collateral, all cash and cash equivalents, oll insurance proceeds, all wax
refunds, all proceeds of any of the foregoing, ond all collections on any and all of the foregoing, which are
now or hereafier pledged to the FHLBI pursuant to Section 3.01 hereol. “Collateral™ also means any of the
lforegoing which have previously been assigned, transferred or pledged to the FHLBI by the Member as
collateral for loans or other exiensions of credit prior 1o the date hereol, all of such assets in which a
securily interest is granted pursuant to the terms hercof or in which a security interest is hercafter assigned,
transferred, granted or pledged pursuant to the terms hereoll

“Collateral Policy™ means the FHLBI's Collateral Policy os staled in the Credit Policy Manual, policy
statements or eperating circulars of the FHLBI, as in efMect from time to time,

“Collateral Requirement™ means such aggregote Markel Value {or unpaid principal balance) of Eligible
Collater] required 1o cover all Obligations as defined herein and as is specified in the FHLBI's Cellateral
Policy, or as may be otherwise specified or adjusted in writing by the FHLBI from time 1o time as being the
colloteral meintenance level the Member must maintain hereunder. The FHLBI may increase or decrease
the Collateral Requircment at any time, as sei forth in the Credit Policies. For the avoidance of doubt, the
Member's Collateral Requirement hereunder does not include any additional Collateral that the FHLBI
may require the Member o maintain and deliver pursuant lo Section 3.06(a).

“Credif Policies™ means the FHLBI's Credit Policy Manual, policy statements, or operaling circulars
relating to Advances and Other Credit Products offered by the FHLBI, all as in elfeet from time to time.

“Eligible Collateral™ means Collateral other than Capital Stock which: (i) subject to Lhe limilations set
forth herein, meets the definition of Eligible Collateral under the FHLBI's Collaieral Policy, including
without limitation one-to-four family whole morigoge loans, home cquity morigage loans, commercial real
estate loans, government and ogency sceurities, private mortgage-becked securities, and Bank Deposits; (ii)
is owned by the Member free end clear ol any liens, encumbrances or other interests other than the
obligations the Member has 1o its policyhalders and the assighment to the FHLBI hereunder; (iii) has not
been in default within the mest recent 12-month period, provided that in the case of Mongage Collateral,
morlgage paymenis that are over- due by more than thirty (30) days shall not be included within Eligible
Collateral; (iv} in the case of Mortgage Collateranl, relotes to residential real property which is covered by
fire, hazard, and where applicable, (lood insurance in an amount ai least sufficient to discharge the
morigage loan in full in case of loss and as 1o which all real estate taxes are current; and (v} in the case ol
Mortgoge Collateral, does not secure an obligmion on which any director, officer, employce, allomey or
pgent of the Member or of any Federal Home Loan Bonk is personally fiable. The FHLBI moy change the
definition of Eligible Collateral from time to time, and the FHLBI's determination of Eligible Collateral
shall be conclusive. Notwithstanding any other provision herein, from the effective date of this Advances
Agreement until the FHLBI shall provide written notice to the contrary, Eligible Colleteral shall be limited
to Securities Collateral und Bank Deposits.

“Marke! Value" means the markel value of Collateral determined in & manner as specified by the FHLBI
from time to time. The FHLBI may change the method of determining Markel Value sl any tlime ina
manner which shall be consistently applicd to substantiolly all borrowers. The FHLBI's delermination of
Market Value shall be conclusive.

“Mortgage Collateral” means whole morigage loans, Morigage Documents and all security agreements,
guaranties, insurance policies, certificotes, binders, commitments or reports relating thereto, including title
insurance, private morlgage insurance and hazard and lisbility insurance, surveys, bonds, participations,
purchase commitments, hedge contracts or other ngreements to purchase, guaranty or insure any morgage
loans ar securities o be issued by the Member. Morigage Collateral also means any other apreement,
instrument or document periaining Lo, alTecting or obtoined by the Member in connection with the loans
covered by the Mortgage Documents, financing statements perfecting the Member's security interest in any
of the foregoing, certificates, evidences of recordation, applications, underwriting materials, appraisals,
nolices, opinions of counsel, loan servicing data, files, correspondence, compuler programs, lapes, discs,
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cards, nccount records and all other electronically siored or writicn records or materials relating 1o the loans
covered by the Morigage Documents, including any and all rights, elaims and chooses in action egainst or
with respeet to eny person or entity which has provided services to the Member in connection with any
other Mortgage Collateral, including without limitation, surveyors, appraisers, environmental enginecrs,
environmental ussessment [irms, contractors and architects. Unless otherwise authorized by the FHLBI,
Mortgage Collateral shall not include morigage sceuritics or loan participations.

“Mortgage Documents” means mortgoges, deeds of trust or other security deeds in land end interests in
real property and the improvements and fixtures localed thercon (herein “morigages™) and all promissory
notes, bonds or other instruments evidencing loans secured thereby (herein “morigage notes™) and any
endorsement ond assignments thereol 1o the Member.

*Obligation™ means all obligations, liabilities or indebtedness of the Member 1o the FHLBI, due or to
become due, direet or indirect, absolule or contingent, joint or several, now existing or hereafler at any time
created, arising or incurred under this Advances Agreement, or any Application for Advance, Other Credit
Product Agreements, Advances, Other Credil Products (including without limitation any FHLDI Aflordable
Housing Program transoction) or Bank Deposits, including any prepayment fecs, overdrofl charges or other
fees or charges in conneclion therewith. “Obligation™ also means ony obligations for any other services
(including without limitation, safekeeping, operating and other correspondent services) provided by the
FHLBI, including any applications, commitments, other agreements or documents relating 1o the foregoing,
any aomendments to any ef the foregoing ngreements or documents and any obligations under
indemnification provisions in any such agreements or documents, and any renewal, extension or
substitution of any such obligations, liabilities and indebledness, including attorneys' fees of the FHLBI in
the collection thereol and the enforcement of any remedies with respect 1o any Collateral,

“Other Collnteral® means such items of tangible and intangible property, other than Capital Stock, Bank
Deposits, Mortgage Collateral and Securities Collateral, which are offered as collateral by the Member 1o
the FHLBI and which the FHILBI in its discretion expressly accepts by written notice delivered to the
Member as collateral for Advanees and Other Credit Products.

“Other Credit Product Agreement” means a writing or electronic transmission in such form as shall be
speeilied by the FHLBI, executed by the FHLBI and the Member and setting forth the obligations of the
FHLBI and Member, including without limitation, any AfTordable Housing Program trensaction, any
service confirmation, any securities trading agreements, service contract, reimbursement agreemen,
interest rote swop agreement, transaction, confirmation, applications, notices, advice or other instruments
between the FHLBI and the Member.

“Other Credit Products™ means any and all commitments or obligations under which the FHLBI agrees
o make Advances to the Member or payments on behall of or for the account of the Member, including
without limitation, leiters of eredit, guaranices, grants, subsidies, demand or CMS Account trensoctions,
NOW account processing, deposit overdrafis, item processing services, coin and currency services,
safekeeping services (including security lending programs), sccurities trading services, Aflfordable Housing
Program transactions, correspandent banking service debits or serviee charges, or other armangements
intended to facilitete transactions between or among the FHLBI, the Member and third parties, or under
which the FHLBI enters into a credit or financial accommodalion agreement or other arrangement with the
Member, including without limilation, repurchase agreements and interest rate exchange transactions (such
as inlerest rale swap agreements, cap, collar and Noor agreements) and such other products or services as
may be offered by the FHLBI from time to lime pursuent w its Credit Policies and without regard o
whether the FHLBI's obligation is contingent or conditional.

“Outstanding Commitments” means, ol any point in time, the maximum aggregote principal amount of
Advances or payments which the FHLBI may be obligated to make 1o the Member (or other porties) under
Advance Applicotions or Other Credit Product Agreements then in effect.

“Securities Callateral™ means all securities or certificales evidencing a direct or indirect interest in o loan
or & group of lozns sccured by morigages, including without limitation, morigage-backed securitics,
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collateralized mortgoge obligations and real estote mortgage investment conduits, including Federal Home
Loan Morigage Corporation morigage parlicipation certificates, Federal National Mortgage Association
mortgage pass-through morigage-backed cenificates and Government National Mortgage Association
modilied pass-through morigage-backed certificates, and all Morigage Documents end items ol Mortgoge
Collaternl owned or otherwise acquired by the Member relating 1o the loans underlying such securities or
certificates; consolidoted obligations of the Federal Home Loan Bank System; obligations of or guaranieed
by the United States; ond obligations of or guoranteed by agencies or instrumentalitics of the United States.

2, Advances Documentation,
Section 2.01. Application for Advances.

The Member maoy apply for Advances or commitments by completing and submitting an Application for
Advance or requesting Other Credit Product services. The preceding sentence notwithstanding, the FHLB!
may in its diseretion make an Advance, make & commitment, or deliver Other Credit Products to the
Member pursuant to the Bank Act, FHFA Regulations, Credit Policics, and other FHLBI procedures in
elfect from time to time, and by either (i) the receipl of an oral or wrilten application which is executed by
the FHLBI without change, or (ii) in the case of an application received, compleied or modified by the
FHLDI pursuant o a telephonic or other unsigned communication by the Member, by en Advice of Credit
or other writing generoled by the FHLBI. The Member shall be estopped from asserting any claim or
defense with respect lo the terms applicable to an Advence, commitment or Other Credit Product entered
inte pursuant (o a telephone application or other unsigned communication unless, within ten (10) business
days of receipt of the FHLBI's Advice of Credit or other writing. the Member delivers 1o the FHLBI o
wrilten notice specilying the disputed term(s) or condition(s). The FHLBI shall have the absolute right 1o
rely upon the procedures established hereby or pursuant to the terms hereof and shall have no liability to
the Member for any actions taken or omitted to be taken in connection with such procedures. The Member
ogrees that it will hold the FHLBI and each of its employees, officers, directors, agents, and representatives
harmless [rom ony loss, liability or damege which the Member may sufTer, including without limitation,
lost profits and atlorneys® lees and disbursements, arising out of or in connection with such procedures,
absent froud, willful misconduct, or recklessness on the part of the FHLEBI.

Section 2.02. FHLEI's Receipt of Written Confirmations and Findings.

Unless disputed in accordance with Seetion 2.01 hereof, within ten (10) business doys of reczipt, Member
agrees to execule and provide any Advice of Credit, confirmation or Other Credit Product Agreement to the
FHLBI. Upon request of the FHLBI, the Member shall sign and defiver to the FHLEI a promissory note or
notes in such form as the FHLBI may reasonably require evidencing any Advance, Unless otherwise
requesied by the Member and approved by the FHLBI, cach Advance shall be funded by crediting the
Member's CMS Account(s) with the FHLBIL.

Section 2.03. Interest Computations and Repayment of Advances and Other Credit Produets,

The Member agrees to repay each Advance or Other Credit Product in accordance with this Advances
Agreement and the terms and conditions of the Advice of Credit or Other Credil Product Agreement. Each
Advence, Advice of Credit, Application for Advance, Other Credit Product and Other Credii Product
Apreement shall be subject to the terms of the Credit Policies and appliceble lows, regulations, and
limilations, all as in effect from time o time, including the Bank Act, the FHFA Regulotions and the
statements of policy and guidelines of the FHFA, which shall be deemed to be incorporated by reference
into this Advances Agreement. Unless otherwise specified in the FHLBI's Credit Policics or as may be
otherwise specilied in writing by the FHLBI from time to time, interest shall be paid at the time of each
payment of all of the principal of each Advance on the amount of principal so repaid, and shall be paid on
the fifteenth (15th) day of each month (or the FHLBI's next business day if the FHLBI is not open for
business on the fifteenth (15th)) on the daily outstanding principal amount of each Advance since the
previous interest payment date (other than principal amounts which have been repaid in full since such
interest payment date), in each case al the rate applicable (o such Advance as stated in the related Advice of
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Credit. The Member shall pay to the FHLBI, immediately and without demand, interest on any past due
amount owing en any Advance or Other Credit Produet at the rate in effeet and being charged by the Bank
from time to time on defoults. The default rate on past due payments of principal and interest may, ot the
option of the FHLBI, be at a rate of five percent (5%) per annum in addition to the then highest current rate
being charged by the FHLBI for advances, not lo exceed the highest legal interest rate allowed under
Indiana law. The Member shall mpintain in the Member’s CMS Account with the FHLBI an amount at
least equal to the amounts then currently due and payable to the FHLBI on outstanding Advances and Other
Credit Products. The Member hereby authorizes the FHLBI 1o debit the Member's CMS Account with the
FHLBI for all amounts due and payable on any Advance or Other Credit Product and for all other amounts
duc and payable hereunder. In the event that the amount in the Member's CMS Account is, ut any time,
insufficicnt to pay such duc and payoble amounts, the FHLBI may without notice to the Member apply any
Bank Deposits then in the possession of the FHLBI to the payment of such due and payable amounts.

Section 2.04. Payment of Prepayment Charges.

Any prepayment fees or charges for which provision is made, whether under the Advice of Credit, Other
Credit Product Agreement, or otherwise, shall be payable ot the time of any voluntary or involuntary
payment of the principal of such Advance or Other Credit Product prior to the originally scheduled
maturity thereof, including without limitation, payments thot are made os a pant of a liquidation of the
Member or that become due as a result of an ncceleration pursuant to Section 4.01 hereol, and whether such
payment is made by the Member, by a conservator, receiver, liquidator or trustee of or for the Member, or
by any successor to or any assignee of the Member. Each such prepayment fee or charge sholl constitute an
Obligation hereunder. The method of computation for the prepayment fee, unless expressly provided for in
the applicable credit documentation, is set forth in the Credit Policies of the FHLBI and may be subject 1o
change from time to time with prior notice to the Member,

Section 2.05. Right of FHLBI to Make Payments with Respect to Outstanding Commitments.

In the cvent that there ane one or more ODutstanding Commitments at the time ol an Event of Default under
Scction 4.01 hereof, the FHLBI may, ot its option, moke ony payments duc thercunder from time to time by
crediting o specinl account with the FHLBI over which the FHLBI hos sole dominion and control. Amounts
credited to such special accounts shall be deemed 1o have satisfied the FHLBI's obligations under the
Duisianding Commitments. When all such obligations have been satisfied, the FHLBI1 shall disburse the
balance, il any, in such account first to the satisfuction of any amounts then due end owing by the Member
to the FHLBI and then to the Member or ils successors in interest. Payments made pursuant to this section
shall be payable on demand and shall bear interest ot the rate specified for each applicable Advance (or if’
such rate is not specified, at the rate in effect and being charged by the FHILBI from time to time on
variable rate advances), and shall include opplicable prepayment fees. The FHLBI shall not fund
Ouistanding Commitments previously made to the Member whose sccess to Advances is restricted by its
primary regulator. In oddition, the FHLBI shall not fund Cutstending Commitments previously mode to the
Member whose occess Lo Advances is subsequently resiricted because it does not have positive tangible
capital or if the FHLBI deems itsell insccure for any reason, as determined by the FHLBI in its sale
discretion.
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3. Security Agreement.
Section 3.01. Creation of Security Interest.

As securily for all Obligations, including without limitation all Advences and Other Credit Products, the
Member hereby assigns, transfers, and pledges to the FHLBI and grants to the FHLBI a sccurity interest in
all Collateral, now or hereafler owned by the Member, and all proceeds thereof, provided, however, that
Collateral that is encumbered or disposed of by the Member in conformity with the requirements of Section
3.03(a) hercol shall not be subject 1o the security interest created hereunder. Without limilation of the
foregoing, all tangible and intangible property heretofore assigned, transferred or pledged by the Member
1o the FHLBI as Collateral for Advances and Other Credit Products prior to the date hereol is hereby
assigned, transferred and pledged to the FHLBI as Collateral hercunder,

Section 3.02, Member's Representations nnd Warranties Concerning Collateral.

The Member represents and warrants o the FHLBI, es of the date hereof and as of the dote of oll future
Advances or Other Credit Products secured hereunder, the following:

(a) The Member owns and has marketable title to the Collateral and hos the right and authority 1o grant a
securily interest in the Collaterul and to subject all of the Colloieral 1o this Advances Agreement;

(b) The information conlained in any certification, status report, schedule or other information given from
time to lime by the Member as to cach item of Collateral is true, aceurnte and complete in all material
respecls;

(¢} The Member maintains Eligible Collateral which has s Market Value (or unpaid principal balance) that
is ol least equel to the then current Collateral Requirement and which meets the standards and requirements
from time 1o time cstablished by this Advances Agreement, the FHLBI's Collaleral Policy, the Bank Act
und the FHF A Regulations, and all other applicable laws ond regulations;

(d) The Member has not conveyed or otherwise created, and there does not otherwise exist, any
participation interest or other direct, indirect, legal, or beneficial interest in any Collateral pledged under
Scctions 3.01 and 3.03 on the part ol any person or entity other than the obligations the Member has 1o its
policy holders, the FHLBI and the Member; except for Collateral that is subject 1o a valid Subordination
Agreement in favor of the FHLBI from the Member and such other person or entity.

() Except as mey be approved in writing by the FHLBI, no aceount deblor or other obligor owing any
obligation to the Member with respect to any liem of Morgage Collateral or Other Collateral hes or will
have any defenses, offsctting claims, or other rights affecting the right of the Member or the FHLBI Lo
enforce such morigage, mortgoge note or promissory obligation, and no defaults {or conditions that, with
the passage of time or the giving of natice or both, would constitute a default) exist under any such
wrilings; and

{f) No part of any real property or interest in real property that is the subject of Colloteral contains or is
subject to the effects of toxins or hazardous materials or other hazardous substances (including those
defined in any applicable state or local law; or applicable federal faw, including the Comprehensive
Environmental Response, Compensation and Liobility Act of 1980, as smended, 42 USC 9601 et seq.; the
Hazardous Materials Transportation Act, 49 USC 1801 et seq.; the Resource Conservation and Recovery
Act, 42 USC 6901 et seq.; and in the regulations adopted and publications promulgated pursuant to said
lows), the presence of which could subject the FHLBI 1o any liability under applicable statc or Federal law
or local ordinance cither ot any time that such property is pledged to the FHLBI or upon the enforcement by
the FHLBI ol its security interest therein,

Section 3.03. Collaternl Maintenance Requirement; Delivery of Collateral; Physical Possession

Requirements,

{8) The Member shall at all times maintain an amount of Eligible Collateral which has a Market Value (or
unpaid principal balance, if applicable) thot is at least equal to the then current Collaternl Requirement.
The Member shall not assign, pledge, transfer, create any security interest in, sell, or otherwise dispose
of any Collateral if (i) such Collateral is held by or on behall of the FHLBI pursuant to subsection ()
of this section, or {ii} at the lime of or immediately after such action, Member is not or would not be in
compliance with the Collatersl Requirements or is or woold be otherwise in default under this
Advances Agreemenl. 5o long as Member is not in default under this Apreement, Member shall be at
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liberty to sell, use, commingle and dispose of the Colloteral or the proceeds of such Collateral without
being required to account for the proceeds or replace the Collateral, subject only to its obligation 1o
maintain the Collateral as herein provided.

(b) Uniil delivery of Collateral to the FHLBI or iis custodian in accordance with subsection (f) of this

{c)

section:

I Collateral shall be held by the Member in trust for the benefit of the FHLBI end subject 1o the
FHLBI's direction and control, will not be commingled with assets of the Member which are
not Collateral, and will be physically sofeguarded by the Member in accordance with usual,
customary and prudent commercial practices but in any evenl with not less than the same
degree of care which the Member uses in physically safeguarding its other property and assets
of like kind and noture. Without limitation of the foregoing, Member shall ke all action
necessary or desirable to protect and preserve Lhe Collateral and the FHLBI's interest therein,
including without limitation, the maintaining of insurance on property securing morigages
conslituting Collateral (such policies and cerlificates of insurance or guaranty refating (o such
morigages are herein called “insurance™), the collection of payments under all morigeges and
under all insurance, and otherwise assuring that the loans comprising the Mortgoge Collateral
ore serviced in accordance with the standards of o reasonable ond prudent morigagee.

IR The Member (or ils agent), acting on behallof the FHLBI, shall collect all payments when
due on all Collateral, I the FHLBI requires under Section 3.12, the Member shall hold such
collcctions separate from its other monies and apply them to the reduction of Obligations as
they become due; otherwise, the Member shell be entitled to use ond dispose of all such
collections in the ordinory course of its business ond in complionce with all laws, rules, ond
regulations.,

Ifany Collederal that was Eligible Collateral ceases 1o be Eligible Collateral, the Member shall
prompily notify the FHLBI in writing of that fact and, il so requested by the FHLBI, of the reason that
the Collzteral hos ceased to be Eligible Collateral, The Member shall promptly deliver other Eligible
Collateral having af least the snme Markel Value as the Collateral required 1o be withdrawen.

{d) The FHLEI may review the form and sufficiency of all documents pertaining to the Collatersl. Such

()

documents must be salisfaclory to the FHLBI and, if not, such Collaieral may not be acceplable as
Eligible Callateral or may have o Market Value applicd thereto that is less than the Market Value
otherwise applicable under the FHLBI"s Collateral Policy, or as the FHLBI may specify. The FHLBI
may require thet the Member make any or all documents pertaining to the Collateral available to the
FHLBI for its inspection and approval.

I so requested by the FHLBI, Member agrees o (i) provide a specific listing of the Eligible Collateral
to FHLBI, {ii) physically segregate Morigage Documents and Other Collateral which are a part of such
specified Collateral from all other property of the Member in a manner satislactory 1o the FHLBI,
and/or (iii) hold eoch Morigage Document which is a part of Morigage Collateral in a separate file
folder with each file folder clearly labeled with the loan identificotion number and the name of the
borrower(s). Immediately upon the written request of the FHLBI, the Member further agrees o clearly
and legibly mark or stamp each Morigage Document and cach file folder contzining Mortgage
Documents with the following statement (or o substantially similar statement which has been opproved
in writing by the FHLBI): “The Morgage/ Deed Of Trust And Note Relating To This Loan Have Been
Assigned To And Represent Collaieral Of The Federal Home Loan Bank OF Indianapolis And 11s
Successors And Assigns” or such other statement as may be required by the FHLBI from lime to time.
The Member shall promptly on o schedule nceepioble to the FHLBI deliver 1o the FHLBL ortoa
cusiodion designated by the FHLBI, all Collateral including such Eligible Collateral as may be
necessary so that the Maorket Volue of Eligible Collateral held by the FHLBI, or such custodian, meets
or exceeds Lthe Collateral Requirement at all times, and wake any and all other action as may be
specified by the FHLBI to further evidence the perfection of the FHLBI's security interest in the
Collateral and 1o otherwise efTectuate the transactions contemplated hereby, including the signature
and filing of financing stalements. Collaternl delivered o the FHLBI shall be endorsed or assigned in
recordable form by the Member to the FHLBI as directed by the FHLBI. With respect 10 Mortgage
Collateral that is 1o be delivered hereunder, the Member shall deliver the Morigage Documents with
necessary endorsements and assignments relating thereto, unless otherwise directed by the FHLBI.
Concurrently with the initial delivery of Collateral and ot such other times as provided in the
Collateral Policy or as the FHLBI may otherwise request, the Member will deliver to the FHLBI a
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status report ond accompanying schedules, all in form and substance setisfaclory to the FHLBI and
dated as of the then most recent valuation dote, describing the Collateral held by the FHLBI or its
custodian,

(g) The Member autharizes the FHLBI to execuie and [ile one or more financing staiements, this
Agreement, and any other documents, instruments, or statements of ony kind on its behall and without
the signature of the Member in those public oTices deemed necessary by the FHLBI in its sole
discretion to perfect and continue the perficction of its securily interest in the Collateral and to protect,
defend and further assure the grant, validity and perfection thercol. In addition, the Member will, at
its expense, deliver or cause Lo be delivered such other documents as the FHILBI may request to secure
the Obligations referred 1o herein or 1 further perfiec, protect, and defend the security interest granted
herein.

(h) With respect to uncertificated securitics pledged to the FHLBI as Securities Collateral or Other
Collateral hereunder, the delivery requirements contained in this Advances Agreement shall be
satisfied by the transfier of such securities to the FHLBI, such transfer to be effected in such manner
and (o be evidenced by such documents as shall be specified by the FHLBI.

(i) The Member sgrees to pay to the FIILBI such reasonable fees and charges os may be assessed by the
FHLBI 1o cover the FHLBI"s overhead and ather costs relating to the receipt, holding, redelivery and
reassignment of Collaleral ond 1o reimburse the FHLBI upon request for all recording fees and
advances incurred or made by the FHLBI in connection therewith including the reasonehle
compensation and the expenses and disbursements of uny custodian thet may be appointed by the
FHLBI hercunder, and the agenits and legal counsel of the FHLBI and of such custodian.

(i) The Member shall, upon request of the FHLBI, immediately take such other octions os the FHLBI
shall dezm necessary or appropriote to perfect the FHLBI's securily interest in the Collateral or
otherwise to oblain, preserve, proiect, enforee or collect the Collateral.

Section 3.04.  [Reserved|
Section 3.05, Withdrawal or Reassignment of Collateral,

Upon receipt by the FHLBI of writings in form and substance satisfactory to the FHLBI constituting (i) a
request from the Member for the withdrawul or reassignment of Colleteral which has been delivered
pursuani o Section 3.03 hereof, or as o which the FHLBI has otherwise perfected its security interest, and
(ii) o detailed listing of the Collateral to be withdrawn or reassipned, provided that the FHLEI's valuation
of such delivered Colleteral confirms thet the Member's Colloteral Requirement will be smisfied after such
withdrawal or reassignment, then the FHLBI shall redeliver or reassign to the Member the Collateral
specified in Member's request. Motwithstanding onything to the contrary herein contained, while on Event
of Default hereunder shall have occurred end be continuing, or a1 eny time that the FHLBI in good feith
deems itsell Insecure, the Member may nol obtain any such withdrawal or reassignment,

Section 3.06. Additional Collateral; Substitutions of Collateral.

{a) The FHLBI may at any time require the Member to maintain ond deliver to the FHLBI additional
Collateral. The Member expressly agrees to maintnin and deliver such additional Collateral or substitutions
of Collateral os the FHLBI shall require.

(b) The FHLBI may ot any time require the Member 1o substiwie Eligible Collateral in order to maintain or
meet the Member's Collateral Requirement, and the Member expressly ngrees to substitute Eligible Collateral
as the FHLBI shall require.
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Section 3.07. Reports; Collateral Audit; Access,

{0} In sccordance with the Collateral Policy and at such other times as the FHLBI may request, the
Member shall furnish to the FHLBI, in a formal satisfactory to the FHLBI, & report so that the FHLBI
may verify that the Member mainiains Eligible Collateral with a Market Value (or unpaid principal
balance, il 5o required by the FHLBI) sufficient o meet the Collateral Requirement, [T the Market
Value or unpaid principal balance of Eligible Collateral owned by the Member, free and cleor of any
liens or encumbrances, shall at any time fzll below the Collateral Requirement, the Member shall
immediately notify the FHLBI.

{b) The Member shall permit the FHLBI t annwally audit the Member's collateral to verify that the
Member owns, free and clear of any licns ar cncumbrances (except for obligations the Member has 1o
FHLBI"s or & third party that has executed and delivered a Subordination Agreement in favor of the
FHLBI), Eligible Collateral with a Market Value (or unpaid principal balance, il so required by the
FHLBI) at least equal to the Collateral Requirement, and shall provide an explanation for any
exceplions or qualifications found by the FHLBI during such audit. The FHLBI reserves the right o
waive the audit requirement if Member's Collateral is in the physical possession of the FHLBI or in
the FHLBI's sole discretion, based on particular circumstances,

(c) The Member agrees that the FHLBI shall have access atall reasonable times (o the Collateral in the
Member's possession or control and 10 the Member's books and records of account relating (o such
Collateral. The Mcember shall permit the FHLBI to examine, inspect, nudit and take copies or make
extracis from its books and records and 1o discuss its affairs with its independent auditor (or other
representative) ns often as the FHLBI may reasonably request.

{d} The Member egrees thot examination repons prepared by local, state or federal outhorities may be
furnished by such authorities to the FHLBI wpon its request, and by this Advances Agreement the
Member authorizes and directs such authorities to deliver such reports to the FHLBI and waives any
objections or restriclions thereto which it may lawfully waive, Member ogrees that upon request of the
FHLBI, it will take any znd all steps necessery o assist the FHLBI in obtaining such reports from such
authorities, The FHLBI agrees that to the extent such reports or the information contained therein are
confidential, the Bank will use the same degree of care in keeping such reponts confidential as it
applics 1o the FHLBI's own confidentiel information and will not knowingly disclose any conlidential
information contained therein unless required to do so by law, rules, regulations, or judicial or
regulatory process applicable to the FHLBI.

(€} Ilrequested by the FHLBI, the Member shall furnish o the FHLBI o writlen report covering such
matlers regarding the Colloteral as the FHLBI may require, including listings of mongoges, securities,
and unpaid principal balances thereof, and centifications concerning the sintus of payments on
morigages and of taxes ond insurance on property securing morigages.

() The Member agrees to promptly report to the FHLBI any event which reduces the principal balonce of
any pledged Collateral by ten percent (10%) or more, whether by prepayment, foreclosure sale,
property and casually insurance payment or guaranly payment or otherwise provided, however, that the
foregoing reporting requirement shall not opply to Securities Colluteral.

() All Collaternl and the satisfaction by the Member of the Collaleral Requirement shall be subject to
audit and verification by or on beholf of the FHLBI. Such audits and verifications may oceur without
notice during the Member's normal business hours or upon reasonable notice ot such other times as the
FHLBI may reasonably request, The Member shall provide to the representatives or agents of the
FHLBI, for purposes of such audils and verilications, access 1o all books and records related to
transactions whether made or contemplated under this Advances Agreement, Further, Member shall
provide adequale working facilities, at Member's expense, for the FHLBI to conduct such audits or
verifications. The Member ogrees o pay to the FHLBI such reasonsble fecs and charges as may be
assessed by the FHLBI to cover overhead and other costs relating to such oudit and verification. The
Member further agrees thot it will prepare and deliver promptly upon request of the FHLBI inquiries to
Member’s oulside auditors, outside counsel, customers {including depositors or borrowers), and any
other person that the FHLBI may reasonably request, (o provide such information to the FHLBI as it
may reasonably request in connection with such sudit and verification,
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Section 3.08. Additional Decumentation and Status Reports.

The Member shaoll at its expense make, execute, record and deliver to the FHLBI such financing statements,
assignments, listings, powers, notices and other documents with respect to the Collaleral and the FHLBI's
securily interest therein os direcled by the FHLBI and in form and substonce satisfoctory to the FHLBI.
Upon request, Member agrees to give FHLBI verbal or writien reports concemning the financial condition or
status of any regulotory action maintained against the Member, ils holding company, or eny affiliated entity
or alfilisted person.

Section 3.09. FHLBI's Responsibilities as to Collateral.

The FHLBI"s duty as to the Collateral shall be solely to use reasonable care in the custody and preservation
of the Collateral in its possession, which shall not include any steps necessary to preserve rights against
prior parties nor the duty 10 send notices, perform serviees, or wake eny action in connection with Lhe
management of the Collateral. The FHLEBI shall not have ony responsibility or liability for the form,
sufficicncy, corrcctness, genuineness or legol effect ol any instrument or document constituling o part of
the Collateral, or any signalure thereon or the description or mis-description, or value of propery
represented, or purporicd to be represenied, by any such document or instrument. The Member agrees that
any and all Collateral may be removed by the FHLBI from the stare or lecation where siwated, and may
therc be dealt with by the FHLBI as provided in this Advances Agreement.

Section 3.10. FHLBI's Rights as to Collateral; Power of Attorney,

AL any time or times, ot the expense of the Member, the FHLBI may, ot Its discretion, belore or afer the
occurrence of an Event of Deflault as defined in Section 4.01 hereol, in its own name or in the name of its
nominee or of the Member, do any or oll things and take any and ell actions that are pertinent to the
protection of the FHLBI's interests hereunder and which are lowiul under the laws ol the State of Indiana,
or the laws of any jurisdiction under which the FHLBI may be exercising its rights hereunder, including the
following:

(a) Terminale any consenl given hercunder;

(b} With prior notice 1o Member (or it legal successor), notify obligors on any Collateral to moke
paymenis thereon direetly 1o the FHLBI,

(c) Endorse any Collateral in the Member's name;

() Enter inle any cxleasion, compromise, selllement or other agreement relating 1o or alfecting any
Collaternl;

(€) Tuke eny action the Member is required to take or which is otherwise necessary to: (i) sign ond record o
financing siatement or otheswise perfect o security interest in any or all of the Collateral; or (ii) obtain,
preserve, protect, enforce or collect the Collateral;

() Take control of any funds or other proceeds gencrated by the Collateral ond use the same to reduce the
Obligotions os they become due; end

(g} Cause the Collateral o be transferred 1o its name or the name of its nominee.

The Member hereby appoints the FHLBI as s rrue and lawlul anorney, with full power of substilution, for
and on behall of the Member and in its name, place and stead, 1o prepare, exccute and record endorsements
ond assignments to the FHLBI of all or any item of Collaternl, giving or granting to the FHLBI, as such
attorney, full power and authority to do or perform every lawiul acl necessary or proper in connection
therewith as fully as the Member might or could do. The Member hereby ratifies and confirms all that the
FHLBI shall lawfully do or cause o be done by virtue of this special power of atlomey. This special power
of stiorney is granted for a period commencing on the date hercof and continuing until the discharge of all
Obligations of the Member hereunder regardless of any default by the Member. This special power of
attorney is coupled with an interest and is irrevocable for the period granted.

Section 3.11. Subordination of Other Loans to Morigage Collateral.

The Member hereby agrees that all morigage notes which are part of the Morigage Collateral and any notes
secured by personal property (“personalty notes™) which may become part of the Other Collateral shall
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have priority in right and remedy over any cloims, however evidenced, for other loans, whether made
before or after the date of such morigage or personally notes which are secured by the morigoges or
security agreements securing such morigage or personalty notes but ore not part of the Colleteral, and shall
be satisfied out of the properly covered by such morigages or security agreements before recourse Lo such
property may be obtained for the repayment of such other loans, To this end, the Member hereby
subordinates the lien of such morigoges and sccurity ngreements with respect 1o such other loans to the lien
of such mortgages and security agreements with respect lo such morigege and personalty notes, The
Member further agrees to retain possession of nny promissory notes evidencing such other loans and not to
pledge, assign or iransfer the same, except that the same may be pledged to the FHLBI as pert of the
Collateral. The Member, for itself and for any other person or entity claiming by or through the Member,
waives any and all rights which it or such other person or entity may have to require the FHLBI to marshal
the nssets of the Member or to otherwise prioritize or sequence any class or eategory of Collateral with
respect 1o which the FHLBI moy pursue its rights and remedies.

Section 3.12. Proceeds of Collateral.

Until delivery of Collnteral to the FHLBI or its custodian in sccordance with Section 3.03(e), the Member
shall collect all payments when due on all Collateral. IMthe FHLBI 5o requires, the Member, as the
FHLBI's agent, shall hold such collections separate from its other monies in one or more designated cash
collateral nccounts maintained at the FHLBI and apply them lo the reduction of Obligations as they become
due; otherwise, the Member shall be entitled to use and dispose of all such collections in the ordinary
course of its business and in compliance with all laws, rules, and regulations.

4, Default; Remedics,
Section 4.01. Events of Default; Acceleration.

In the event of the cccurrence of any ol the following events or conditions of default (“Event of Delaull™),

the FHLBI may ol its option, by o notice to the Member, declare all Obligations and accrued interest

thereon, including any prepayment fees (including without limitetion, those fees charged pursuant to

Section 2.03 and 2.04), or charges which are payable in connection with the payment prior to the originally

scheduled maturity of any Obligations, to be immediately due and payable without presentment, demand,

protest or any further notice:

(2) Failure of the Member 1o pay any interest within 2 Business Days of the date such amount becomes
due and payable or failure to pay when due any principal of any Advance or any amount payable in
connection with any Other Credit Produet; or

{b) Failure of the Member 1o perform within 2 Business Days, any promise or obligation or 1o satisfy any
condition or liability contained herein, in an Application for Advance, Advice of Credit, or in any
Other Credit Product Agreement 1o which the Member and the FHLDBI are parties; or

(c) Any representation, slotement or warranty made or furnished in any manner to the FHLBI by or on
behalf of the Member in connection with any Advance or Other Credil Product or any cenification of
the Market Value {or unpaid principal balance, if so required by the FHLBI) of Eligible Collateral shall
huve been false or misleading in any malerial respect when made or furnished; or

(d) Failure of the Member to maintain Eligible Collateral which has o Market Value (or unpaid principal
balance, il applicable) that is ot least equal 1o the then current Collateral Requirement {under the
physical possession requirements of Section 3.03 or under section 3.06) frec ol any encumbrances or
claims as required hercin; or

() The issuance of any tax levy, seizure, attachment, gernishment, levy of execution, or other process
with respect 1o the Collateral; or

(f) Any failure 1o pay or suspension of payment by the Member 1o any creditor of sums due, within 3
Business Days of the date such amount becomes due and paysble, or the occurrence of any event
which resulis in another creditor having the right to scceleraie the maturity of any Obligations of the
Member under any security agreement, indenture, loan agreement, or comparable underiaking; or

(g) Application for or appoiniment of a conservator, receiver, or trustee for the Member or of any affiliote
or subsidiary of the Member or the Member's property, entry of o judgment or decree adjudicating the
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Member or any affiliate or subsidiary of Member insolvent or bankrupt, or en assignment by the
Member or any affiliate or subsidiory of the Member for the benefit of credilors; or

(h) Sale by the Member ol all or a material part of the Member's assets or the laking of any other action by
the Member to liquidate or dissolve; or

{i) Termination of the Member's membership in the FHLBI, or the Member's ceasing to be eligible under
the Bank Act or FHFA Regulations to borrow from, or apply for membership in, or remain o member
of, the FHLBI; or

(i) Merger, consolidotion or other combination of the Member with an entity which is not 2 member of the
FHLBI il the nonmember entity is the surviving entity; or

(k) Member threatens or initiates legal action to challenge an otherwise legally enforceable provision
under this Advances Agreement in an ctiempt to make the FHLBI insccure under this Advances
Agreement; or

(I} The FHLBI in good faith determines that a material adverse change has occurred in the financial
condition ol the Member (including its holding company or other aifiliates); or

{m} Member [ails lo comply with the FHLBI's Credit Policies or other applicable policies, including the
requirement ol ereditworthiness, as determined by the FHLBI at its sole diseretion, provided that
Member will have thirty (30) days to comply with changes to the Credit Policy.

Section 4.02. Remedies; Set Off; Specific Performance.

() Upan the occurrence of uny Event of Defoult, the FHLBI shall have all of the rights and remedics
provided by applicable law, which shall include, but not be limited to, all of the remedies of o secured party
under the Uniform Commerciel Code as in effect in the Stale of Indiana, Section 10 of the Bank Act (12
USC 1430}, and other applicable lederal law. In addition, the FHLBI may ke immediale possession of
any of the Collateral or any part thercol, wherever the same may be found, withoul judicial process, The
FHLBI may require the Member to assemble the Collateral and make it available to the FHLBI ot a place
designated by the FHLBI which is reasonably convenient (o bath parties. The FHLBI may sell, assign and
deliver the Collateral or any part thercof at public or private sale for such price as the FHLBI deems
appropriale without any liability for any loss due (o decrease in the market value of the Collateral during
the period held. The FHLBI shall have the right to purchase all or part of the Colluteral at such sale. If the
Collateral includes insurance or securities which will be redeemed by the issucr upon surrender, or any
accounts or deposits in the possession of the FHLBI, the FHLBI may realize upon such Collateral without
notice to the Member. 17 any notilication of intended disposition of any of the Collateral is required by
applicable law, such notification shall be deemed reasonable and properly given if mailed, postage prepaid,
ot least five (5) doys belore any such disposition to the address of the Member oppearing on the records of
the FHLBI. The proceeds of any sole shall be applied in the order that the FHLBI, in its sole diseretion,
may choose. The Member agrees to pay all the costs and expenses of the FHLBI in the collection ol the
Obligations and enforcement of the FHLBI's rights and remedies in case of default, including, without
limitation, reasonable atiorneys® fees, The FHLBI shall, to the extent required by Jaw, opply any surplus
after (i) payment of the Obligations, (ii) provision for repayment to the FHLBI of ony amounts (o be paid or
advanced under Ouistanding Commitments, and (iii) all costs of collection and enforcement, to third parties
claiming a secondary or other security interest in the Collateral, with any remaining surplus paid 1o the
Member. The Member shall be liable w the FHLBI for any deficiency remaining.

(b) If the Obligations, accrued interest thercon and other amounts or charges owing by the Member shall
have become due and payable (by acceleration or otherwise), the FHLBI shall have the right, at any time or
from time to time 1o the fullest extent permitted by low, in addition 1o all other rights and remedies
available 1o it, without prior notice to the Member, Lo set ofl against and to approprigte and apply to such
due and payable amounts any debi owing 10, and uny other funds held in any manner for the account of, the
Member by the FHLBI, including without limitation, all Bank Deposits now or hereafler maintined by the
Member with the FHLBI but excluding safekeeping accounts expressly held for the benefit of o third party.
Such right shall exist whether or not such debt owing te, or funds held for the account of, the Member is
matured by its terms or is accelerated by the FHLBI, and regardless of the existence or adequacy of eny
cellateral, guaranty or any other sccurity, right or remedy evaileble 1o the FHLBL. The Member hereby
consents Lo and confirms the [oregoing arrangements and confirms the FHLBI's rights of banker's lien and
setolf. Nothing in this Advences Agreement shall be deemed a waiver or prohibition ol or restriction on the
FHLBI's rights of banker's lich or selofT,
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(€} The Mcmber acknowledges thal the breach by the Member of the provisions of this Agreement and in
particular Section 3.03 hercol would cause irreparable injury to the FHLBI and that remedies ot Jaw for any
such breach will be inadequate, and consenis and agrees that the FHLBI shall be entitled, without the
necessity of proof of eciual damage, 1o specific performance of the terms of this Agreement and to
injunctive relicl in any proceedings which may be brought 1o enforce the provisions of this Agreement.
The Member waives the right to assert the defense that such breach or violation can be compensated
adequately in demeges in an action of law.,

5. Miscellaneous.
Section 5.01. General Representations, Warrantics and Indemnifications by the Member.

The Member hereby represents and warrants that, as of the date hercol and the date of each Advance or
Other Credit Product hereunder:

(2) The Member will truly and accurately represent ond warrant the purpose of any Advance or Other
Credit Product on any Application for Advance or Other Credit Produet Agreement between Member and
the FHLBI.

() The Member will promptly furnish any financial, collateral or other information requested by the
FHLBI in connection with any Advance or Other Credil Product,

() The Member is not, and neither the execulion of nor the performance of any transoctions or obligations
of the Member under any Advice of Credil, Application for Advance, Other Credit Product Agreement or
this Advances Agreement shall, with the passage of time, the giving of notice or otherwise, couse the
Member to be: (i) in violation of its charier or articles of incorporation or association, bylaws, the Bank
#cl, the FHFA Regulations, any other low or administrative regulation, egreement or any court decree; or
(ii} in default or in breach of any indenture, contract or other instrument or agreement to which the Member
is o parly or by which it or any of its property is bound or any defoult under, breach of, or failure to comply
with any judgment, order, decree, regulatory directive or other process of any court or agency having
jurisdiction of or which is binding upon the Member,

(d) The Member is not in default under any Advice of Credit or Other Credit Product Agreement with the
FHLBI.

(€) The Member has full power and authority and has received all corpoerate and govemmental
authorizations and approvals (including without limitation, those required under the Bank Act and the
FHFA Regulnlions or by Member's principal regulator) as may be required 1o enter into and perform its
obligations under any Advice of Credit, Application for Advance, Other Credit Product Agreement or this
Advances Agreement, and 1o obtain Advances and Other Credit Products. The Member is a corporation
orgonized ond exisling under the laws of the State of Michigan, and is a(n) Limited Lisbility Company
domiciled insurance company, licensed 1o transact the business of o captive insurer in Michigan.

() The information given by the Member in any wriling provided clectronic transmission or in any oral
stalement made, in connection with any Application for Advance or Other Credit Produet Agreement, is el
all relevant times true, accurnte and complete in all material respects.

{g) The Member will at ali times maointain and sccurately reflect the terms of this Advances Agreement
{including the FHLBI"s security interest in the Collateral) and all Advances and Other Credit Products
herewnder on its books and reconds, including evidence of necessary authorizations to efTectuate
transactions under this Agreement.

(k) The Member and its successors and ussigns (collectively referred 1o in this Section 5.01(h) as
“Member™) shall indemnify ond hold the FHLEI harmless (rom and against any and all costs, claims,
expenses, domages and liobilities with respect 1o any action which may be instiiuted by any person or entity
against the FHLBI as o result of any transzction, including withowt limination, FHLBI credit extensions,
services, and Other Credit Products contemplated by this Advances Agreement or action or non-action
arising from this Advances Agreement, excepl where the same results solely from the recklessness or
willful misconduct ol the FHLBI. In addition, the Member shall indemnify and hold the FHLBI harmless
[rom and against any and all costs, claims, expenses, demages and liabilities resulting in any way from the
presence or elects of any toxic or hazardous subslances or materinls in, on, or under any real property or
interest in real property that is subject to or included in the Collateral. The Member also agrees lo
reimburse the FHLBI for such reasonable fees and charges as may be assessed by the FHLBI to cover
overhead and other costs, including reasonable attorneys’ fees, incurred cither under this indemnification
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provision or in the adminisiration of this Advances Agreement, eny Advice of Credit, or Other Credit
Product Agreemenl.

Section 5.02. Assignment.

The FHLBI may assign or ncgotistc (o any other Federal Home Loan Bank or to any other person or catity,
with or without recourse, any Obligations of the Member or sell panicipations therein, and the FHLBI may
assign or transfer all or any part of the FHLBIs right, title and interest in ond 1o this Advances Agreement
and may assign and deliver the whaole or any pari of the Collateral 1o the transferee, which sholl succeed to
all the powers and rights and dutics of the FHLBI in respect thereof, end the FHLBI shall thercafler be
forever relicved and fully discharged from any liability or responsibility with respect to the transforred
Colleteral, The Member may not assign or transfer any of its rights or obligations hereunder (by operation
of law, the appoiniment of a receivership, or otherwise) without the express prior written consent of the
FHLBI.

Section 5.03. Discretion of FHLBI to Grant or Deny Advances and Other Credit Products.

Mothing conlained herein or in any documents or oral represenintions describing or sctting forih the
FHLBI's credit programs or Credit Policies shall be construcd as an agreement or commitment on the pan
of the FHLBI 1o grant Advances or extend Other Credit Products hereunder, the right and power of the
FHLBI in its discretion o either grant or deny any Advance or Other Credit Product requested hercunder
being expressly reserved.

Section 5.04. Amendment; YWaivers.

Mo modification, amendment or waiver of any provision of this Advances Agreement or consent Lo any
departure therefrom shall be effective unless executed by the party against whom such change is asseried
and shall be effective only in the specific Instance and for the purpose for which given. Mo notice to or
demend on the Member in any case shall entitle the Member 1o any other or further notice or demand in the
same, or similar or other circumstances. Any forbearance, failure or delay by the FHLBI in exercising any
right, power or remedy hereunder shall not be deemed Lo be a waiver thereol, and any single or partial
exercise by the FHLBI of any right, power or remedy hereunder shall not preclude the further exercise
thercol. Every right, power and remedy of the FHLBI shall continue in full force and effect until
specifically waived by the FHLBI in writing. Any suil based upon the breach of an obligation of a party
under this Advaneces Agreement must be commenced within ene (1) year of the date of such breach,

Section 5.05. Jurisdiction; Legnl Fees.

In any action or proceeding brought by the FHLBI or the Member in order 1o enforce any right or remedy
under this Advances Agreement, the parties hereby consent Lo, and ogree thot they will submit 1o, the
jurisdiction ol the United Siates Distriet Court for the Southern District of Indiana or, if such sclion or
proceeding may not be brought in federal court, the jurisdiction of any siate court located within the
Southern District of Indjana. Each party sgrees that, iFany action or proceeding is brought by one party
secking to obtain any legal or cquitable relicf against the other under or arising out of this Advances
Agreement or any transoction contemplated hereby, and such retief is not granted by the final decision,
after any and all appeals, of o court of competent jurisdiction, the losing party sholl prompily poy upon
demand all attorneys® lees and other costs incurred by the winning party in connection therewith.

Section 5.06. Waiver of Jury Trial.
To the extent allowed by law, the Member hereby waives the right to o jury trial in any action or

proceeding brought by or against the Member regarding this Advances Agreement, the Collateral, Other
Credit Products, or the credit facilitics contemplated hereby.
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Section 5.07. Notices.

Except as provided in the last sentence of this Section 5.07, any writlen notice, advice, request, consent or
direction given, moade or withdravwn pursuant to this Agreement shall be either in writing or transmitted
clectronically and reproduced mechanically by the addressee and shall be given by first class mail, postage
prepaid, or by telecopy or other facsimile transmission, or by private courier or delivery service. Except for
nolices made under Section 4.02, all non-oral notices shall be deemed given when actually received at the
principzl office of the FHLBI or the Member, as appropriate.  All notices shall be designated 10 the
attention of an ofTice or section of the FHLBI or of the Member if the FHLBI or the Member has made a
request for the notice 1o be so addressed. Any notice by the FHLBI to the Member pursuant to Scctions
2.01, 3.03 or 3.05 hercof may be oral and shall be deemed to have been duly given to and received by the
Member at the time of the oral communication.

Section 5.08. Signatures of Member; Acceptance by FHLBI,

(&) For purposes of this Advonces Agreement, documents shall be deemed signed by the Member when a
signature of an authorized signalory or on authorized focsimile thereof nppears on the document. The
FHLBI may rely on eay signature or facsimile thercol which reasonably appears 1o the FHLBI 1o be the
signature of an authorized person, including signateres appearing on documents ransmitted electronically
to and reproduced mechanicelly at the FHLBI. The Secretary, the Coshicr, the Assistant Sceretaries, or the
Assistant Cashiers of the Member shall from time to time certify to the FHLBI on forms provided by the
FHLBI the names and titles of the persons authorized 1o apply on behall ol the Member 1o the FHLBI for
Advances and Qther Credit Produets. Such certifications are incorporated herein and made a part of this
Advances Agreement and shall continue in efTect until expressly revoked by the Member notwithstanding
that subsequent certifications may authorize additional persons to act for and on behalf of Member,

(b) This Advances Agreement shall only be binding upon the FHLBI when accepled znd execuied by the
FHLBI by twa duly authorized afficers and shall be deemed accepted by and delivered to the FHLBI at its
home ofTice in Indianapolis, Indiana.

() This Advances Agreement may be execuled in any number of counterparts, each ol which when so
executed and delivered, sholl be deemed on original and all of which shall constilute one and the same
instrument.

Section 5.09. Applicable Law; Severability.

In addition to the terms and conditions specifically set forth herein and in any Advice of Credit or Other
Credit Product Agreement between the FHLBI and the Member, this Advances Agreement ond all
Advances and Other Credit Products extended hereunder shall be governed by the statutory and common
low of the United States and, to the extent federal law incorporates or defers Lo state law, the laws
{exclusive ol the choice of law provisions) of the Stale of Indiana, including the Uniform Commercial Code
as in effect in the State of Indiana. In the event that any portion of this Advances Agreement conflicts with
applicable law or the Credit Policies, such conflict shall not affect other provisions of this Advances
Agreement which can be glven effect without the conflicting provisions, and to this end the provisions of
this Advances Agreement are dectared (o be severable.

Section 5.10. Interest Rate Limitations.

Notwithsianding anything contained heredn 1o the contrary, the obligation of the Member o moke pay ments
of interest shall be subject to the limitation that payments of interest shall not be required to be made to the
FHLBI 1o the extent that its receipt thereol would not be permissible under the law or lows opplicable 1o the
FHLBI limiting rates of interest which moy be charged or collecied by the FHLBI. Any such paymenis of
interest which are nol made os a resull of the limitation referred 1o in the preceding sentence shall be made
by the Member 1o the FHLBI on the earliest interest payment date or dates on which the receipt thereol
would be permissible under the lews applicable 1o the FHLBI limiting rates of interest which may be
charged or colleeted by the FHLBI.
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Section 5.11. Successors and Assigas.

This Advances Agreement shall be binding upon and inure to the benelit of the successors and assigns off
the Member and the FHLBI, provided that the Member may not assign any of its rights or obligations
hereunder (by operation of law, the oppointment of a receivership, or otherwisc) without the prior wrilten
consent of the FHLBI, The FHLBI may sell, transfer or assign or grant porticipations in Advances or Other
Credit Products.

Section 5.12. Remedies Cumulative.

All rights and remedies provided herein or otherwise at law or in equity sholl be cumulative, and are in
addilion i, and not exclusive of, any rights or remedies provided by law, including without limitation, the
rights and remedies of a secured party under federal law and the Uniform Commercial Code as it is in
cffect from time to time in Indiana, including the right of the FHLBI to retain the Collateral in satisfaction
of the Obligations. The exercise ol'one or more rights or remedies shall not preclude, or be decmed an
election of remedies against, any other remedy, right or privilege contained herein or provided 1o the
FHLBI by faw, rule or regulation or at equily.

Section 5.13. Records of FHLBI Presumed Accurate.

The books and records of the FHLBI with respect to the Obligations, the Member's accounts or any other
obligations of the Member hereunder or otherwise owing 1o the FHLBI shall be presumed to be eccurate,
complete and binding upon the Member, ebsent fraud or willful misconduct on the part of the FHLBI with
respect 1o such ceeount or obligation.

Section 5.14. Entire Agreement.

This Advances Agreement and the other documents referenced herein relating to Advances and Other
Credit Products embody the entire Agreement and understanding between the parties hereto relating to the
subject matter hereof. This Advances Agreement amends, restates and supersedes all prior agreements
between such parties which relate to such subject matter, end all Advances and Other Credit Products made
by the FHLBI 1w the Member prior to the execution of this Advances Agreement shall be governed by the
terms ol this Advances Agreement and not by the terms of the prior agreement. The Agrcement and the
other documents contemplated hereby or delivered in connection herewith shall be construed consistently
with each other in order to best effectuate the intent of the Member and the FHLBI in entering into the
relationships contemplated by all these ogreements. The agreements referenced herein constitute the sole
and enlire sgreement ol the parties and no stalement or promise hus been made with respect to the subject
maiter of these sgreements other than as expressed herein. In the event of a conflict between the terms of
this Agreement and any of the other such documents, the provisions of this Agreement shall conirol, except
with respect Lo any nole, whose respective terms shall control,

Section 5.15. Confidentiality.

Except where disclosure is required for legal, sccounting, or regulatory purposes, the Member and the
FHLBI agree that all information, ilems, records, dota and other material provided pursuant lo orin
conncction with the Advances Agreement, any Other Credit Product Agreement or any of the services
provided hereunder or thereunder, shall be kept in sirict confidence, shell be used enly lor the purposes of
such Agreements, and shall not be disclosed by either party, ils ogents or employees, without, in each
instanee, the prior written consent of the other party; provided, however, thot the Member may disclose
generally the fact ol its membership and participation in the programs and services of the FHLBI without
consent. Each party agrees 1o ke all necessary precautions w prevent the unauthorized diselosure of such
information, including complying with security procedures deemed necessary by the FHLBL.  All compuier
programs, Manuals, materials, forms, facilities, ideas, concepts, techniques, and know-how used, prepared
or developed by the FHLBI, and any improvemenis extensions or modifications thereof, are and shall
remain the exclusive property of the FHLBI, ond may not be used by the Member, its agents, employees or
others, without the FHLBI's prior writien consent. In certoin circumstances, the FHLBI may require the

APSA- Caplive 08/13 - 16-




Member to enter into licensing or use agreements with regard 1o any software programs provided by or
through the FHLBI for the Member's use in receiving any scrvices; and the Member hereby agrees to enter
into such licensing or use ogreements. Any Manuals, software programs, disks, magnetic wpe, forms, or
other materials provided by the FHLBI to the Member for the purposes of this Advances Agreement, shall
be immediately returned by the Member to the FHLBI upon termination ol this Advances Agreement,

IN WITNESS WHEREOF, the Member and the FHLBI have coused this Advances Agreement to be
signed in their names by their duly authorized officers os of the date first above mentioned.

Member
By:_m)u' Q.»(.M-—

lts; ‘TH"

lls:l Y’r"u'i‘kt.h*'

FEDERA

«. VICE PRESIDENT/

OAN BANK OF INDIANAPOLIS
-
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FEDERAL HOME LOAN BANK OF INDIANAPOLIS
MEMBER ACKNOWLEDGEMENT

AND NOTARIZATION
state of _pJew) Yol )
) S8
County ol fzﬂd \{WL )
; od
On this é‘.ﬁ day of md,vdq .mf's_,bcfammpemmly
came and

» 1o me known, who, being by me duly swom, did depose
ond siate thot they are the _ PresSidend and
Teeassver of said Member; and that they signed their names therclo
by order of the Board of [iedciors or other governing body of snid Member and that
soid  Sdege  Mumpe ond __platan Ceese are duly outhorized and
acknowledge the execution of said instrument 1o be the voluniery act and deed of said Member.

Moree.  Viroudn o (SEAL)

Notery Public Signature O

l’“fm[g [[k,n g{r.':la_

Printed Mame

My Commission Expires;__ 0& LJB* faloﬁ!

My County of Residence:__Alewd) vl
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Ratio of Earnings to Fixed Charges
Ratio of Earnings to Combined Fixed Charges and Prferred Stock Dividends
(dollars in thousands)

For the Three
Months Ended

Exhibit 12.1

March 31, For the Years Ended December 31,
2015 2014 2013 2012 2011 2010
Earnings:

Pretax income from operations $ 23,78t $ 142,58t $ 69,69: $ 29,10C $ 524: $ 5,67(

Fixed charges 67,38¢ 301,01( 231,17¢ 105,92¢ 4,83 9,611

Dividends distributed to shareholders 28,37¢ 86,70¢ 61,30: 22,30¢ 8,27( 8,102

Equity investee adjustment (493 (2,329 (185) (398) (174) (64)

Noncontrolling interest - - - 97 (97) -
Total Earnings $ 119,058 $ 527,970 $ 361,98¢ $ 157,38¢ $ 18,07¢ $ 23,31¢
Fixed Charges:

Interest expense $ 67,38¢ $ 301,01 $ 231,17¢  $ 105,92¢ $ 4831 $ 9,611
Total Fixed Charges 67,38¢ 301,01( 231,17¢ 105,92¢ 4,831 9,611
Preferred stock dividends 1,452 5,817 3,56¢ - - -
Total Combined Fixed Charges and Prefe
Stock Dividends $ 68,837 $ 306,82 $ 234,74¢  $ 105,92t $ 4831 $ 9,611
Ratio of earnings to fixed charges 1.77 1.7¢ 1.57 1.4¢ 3.74 2.45
Ratio of earnings to combined fixed charg
and preferred stock dividends 1.7t 1.7z 1.54 1.4¢ 3.74 2.45
Deficiency related to ratio of earnings to
fixed charges NA NA NA NA NA NA
Deficiency related to ratio of earnings to
combined fixed charges and preferred sto
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.

I have reviewed this quarterly report on Form 1@6the quarter ended March 31, 2015 of New Yorkrfgage Trust, Inc.;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or omgitéde a material fact necessary to make the
statements made, in light of the circumstances wtieeh such statements were made, not misleaditigrespect to the period covered by this
report;

Based on my knowledge, the financial statement$ agimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and cigivs of the registrant as of, and for, the pesipdesented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as defirnedxchange Act Rules 13a-15(f) and 15d-15
() for the registrant and have:

(@) Designed such disclosure controls andgatores, or caused such disclosure controls aneég@uoes to be designed under our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidhg report is being prepared;

(b) Designed such internal control over finahteporting, or caused such internal control direancial reporting to be designed under our
supervision, to provide reasonable assurance rieggifte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and piezb@nthis report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change inrggistrant's internal control over financial refpag that occurred during the registrant's mosenéc
fiscal quarter (the registrant's fourth fiscal qaain the case of an annual report) that has nadljeaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

The registrant’s other certifying officer and Meadisclosed, based on our most recent evaluafioriaynal control over financial reporting, to the
registrant's auditors and the audit committee efrdgistrant's board of directors (or persons periftg the equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal oboirer financial reporting which are reasonably
likely to adversely affect the registrant's abilibyrecord, process, summarize and report finamtiatmation; and

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

Date: May 7, 2015

/sl Steven R. Mumma

Steven R. Mumma

Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.2

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

I, Kristine R. Nario, certify that:

1.

I have reviewed this quarterly report on Form 1@6the quarter ended March 31, 2015 of New Yorkrfgage Trust, Inc.;

Based on my knowledge, this report does not coraynuntrue statement of a material fact or omgitéde a material fact necessary to make the
statements made, in light of the circumstances wtieeh such statements were made, not misleaditigrespect to the period covered by this
report;

Based on my knowledge, the financial statement$ agimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and cigivs of the registrant as of, and for, the pesipdesented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as defirnedxchange Act Rules 13a-15(f) and 15d-15
() for the registrant and have:

(@) Designed such disclosure controls andgatores, or caused such disclosure controls aneég@uoes to be designed under our supervision, to
ensure that material information relating to thgistrant, including its consolidated subsidiarisspade known to us by others within those
entities, particularly during the period in whidhg report is being prepared;

(b) Designed such internal control over finahteporting, or caused such internal control direancial reporting to be designed under our
supervision, to provide reasonable assurance rieggifte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and piezb@nthis report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change inrggistrant's internal control over financial refpag that occurred during the registrant's mosenéc
fiscal quarter (the registrant's fourth fiscal qaain the case of an annual report) that has nadljeaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal control over financial reporting, to the
registrant's auditors and the audit committee efrdgistrant's board of directors (or persons periftg the equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal oboirer financial reporting which are reasonably
likely to adversely affect the registrant's abilibyrecord, process, summarize and report finamtiatmation; and

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

Date: May 7, 2015

/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 Ydflortgage Trust, Inc., (the “Company”) on Form 1da@the quarter ended March 31, 2015, as filedhwit
the Securities and Exchange Commission on theldaof (the “Report”), the undersigned hereby fiestj pursuant to 18 U.S.C. § 1350, as adoptedupuatgo
section 906 of the Sarbanes-Oxley Act of 2002; that

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

A signed original of this written statement reqditey Section 906 has been provided to the Compadyéll be retained by the Company and furnishetho
Securities and Exchange Commission or its staffiupguest.

Date: May 7, 2015
/s/ Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: May 7, 2015
/sl Kristine R. Nario
Kristine R. Nario
Chief Financial Officer
(Principal Financial and Accounting Officer)




