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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 share data)

June 30, December 31,
2015 2014
(unaudited’
ASSETS

Investment securities, available for sale, at¥alue (including pledged securities of $644,787 al

$702,684, respectively) $ 735,32( $ 816,64
Investment securities, available for sale, at¥alue held in securitization trusts 40,217 38,59«
Residential mortgage loans held in securitizatrosts (net) 137,44( 149,61«
Distressed residential mortgage loans held in g&ation trusts (net) 201,39: 221,59:
Distressed residential mortgage loans 379,14¢ 361,10t
Multi-family loans held in securitization trustg,fair value 7,235,32! 8,365,51.
Derivative assets 302,81° 288,85(
Receivables for securities sold 34,73: -
Cash and cash equivalents 106,46: 75,59¢
Receivables and other assets 232,58t 222,49:
Total Assets (1) $ 9,405,44. $ 10,540,00

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Financing arrangements, portfolio investments $ 585,49. $ 651,96!
Financing arrangements, distressed residentialgaget loans 236,90¢ 238,94
Residential collateralized debt obligations 133,25¢ 145,54:
Multi-family collateralized debt obligations, atfaalue 6,932,09; 8,048,05:
Securitized debt 191,68¢ 232,87
Derivative liabilities 4,411 1,46:
Payable for securities purchased 302,32: 283,53
Accrued expenses and other liabilities (includid§®and $6,317 to related parties, respectively 62,82: 74,69:
Subordinated debentures 45,00( 45,00(
Total liabilities (1) 8,493,99! 9,722,07:

Commitments and Contingencies

Stockholders' Equity:
Preferred stock, $0.01 par value, 7.75% SeriesrButative redeemable, $25 liquidation preferer

per share, 6,000,000 and 3,450,000 shares autd@izef June 30, 2015 and December 31, 2

respectively, 3,000,000 shares issued and outstgrdi of June 30,2015 and December 31, 2! 72,397 72,39
Preferred stock, $0.01 par value, 7.875% Seriesnutative redeemable, $25 liquidation prefere

per share, 4,140,000 shares authorized, 3,600/800 ahares issued and outstanding as of Jt

30, 2015 and December 31, 2014 86,86: -
Common stock, $0.01 par value, 400,000,000 shateerdzed, 109,401,721 and 105,094,565

shares issued and outstanding as of June 30, 2@1Becember 31, 2014, respectively 1,094 1,051
Additional paid-in capital 734,11¢ 701,87:
Accumulated other comprehensive (loss)income (569 10,01
Retained earnings 17,54: 32,59:
Total stockholders' equity 911,44¢ 817,92
Total Liabilities and Stockholders' Equity $ 9,405,44. $ 10,540,00

(1) Our consolidated balance sheets include aaselttiabilities of consolidated variable interestities ("VIEs") as the Company is the
primary beneficiary of these VIEs. As of June 3012 and December 31, 2014, assets of consoliddtesl tdtaled $7,663,228 and $8,847,078



respectively, and the liabilities of consolidatelE¥ totaled $7,281,234 and $8,457,034, respectiBdg Note 7 for further discussion.




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

(unaudited’

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

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

NET INTEREST INCOME

OTHER INCOME (EXPENSE):

Provision for loan losses

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

Gain on de-consolidation of multi-family loans haidsecuritization
trust and multi-family collateralized debt obligats

Realized gain on distressed residential mortgagesio

Unrealized gain (loss) on investment securitiesrafated hedges, net

Unrealized gain on multi-family loans and debt hieldecuritization
trusts, net

Other income (including $1,712, $121, $3,588 an@3%2om related
parties, respectively)
Total other income

Base management and incentive fees (including $3¥1,129, $4,822
and $2,219 to related parties, respectively)

Expenses related to distressed residential mortigamgs

Other general and administrative expenses (inctuith $80, $0 and
$80 to related parties, respectively)
Total general, administrative and other expenses

INCOME FROM OPERATIONS BEFORE INCOME TAXES
Income tax expense

NET INCOME

Preferred stock dividends

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDERS¢

Basic income per common share

Diluted income per common share

Weighted average shares outstanding-basic
Weighted average shares outstanding-diluted

For the Three Months
Ended June 30,

For the Six Months
Ended June 30,

2015 2014 2015 2014

$ 10,19¢ $ 14,19: $ 2154 $ 29,15
62,98 75,507 129,28 150,44

89t 1,00¢ 2,07t 1,98¢

10,32 4,84¢ 20,48t 9,201
84,40 95,54¢ 173,38 190,78(
3,44: 1,40: 6,90¢ 2,87:
56,99 69,11( 117,08 137,85’

221 22¢ 46( 462

2,971 4,45¢ 6,101 8,961

46¢ 46€ 92¢ 92t

64,09 75,66° 131,48: 151,07¢
20,30 19,88: 41,90 39,70¢

(112) (669) (54¢) (1,159)

(1,297) 1,32t (167) 3,36¢

- - 1,48: -

3,61« 41€ 4,29( 8,64:

4,71¢ (1,29)) (1,019 (3,029)

5,41¢ 20,01 19,04¢ 24,94

2,30( 202 4,58¢ 717
14,648 20,01 27,67¢ 33,48t
4,141 3,86¢ 11,01 7,64¢

2,68: 1,217 4,56¢ 2,42¢

2,31¢ 2,49¢ 4,40¢ 5,06:

9,13¢ 7,57 19,98¢ 15,13¢
25,80 32,31 49,59 58,05¢
1,17¢ 53¢ 1,42: 3,56¢
24,63 31,77¢ 48,17 54,49(
(3,087) (1,459 (4,540) (2,906)

$ 2154 $ 30,32¢ $ 4363 $ 51,58
$ 0.2 $ 034 $ 041 $ 0.6%
$ 0.2 $ 034 $ 041 $ 0.6¢
109,25: 89,68t 107,38 82,13
109,25: 89,68t 107,38 82,13




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

(unaudited)

NET INCOME ATTRIBUTABLE TO COMMON STOCKHOLDER(S
OTHER COMPREHENSIVE INCOME (LOSS)

(Decrease) increase in net unrealized gain onablailfor sale securitie

Reclassification adjustment for net gain includedét income

Increase(decrease) in fair value of derivativerimaents utilized for
cash flow hedges

OTHER COMPREHENSIVE (LOSS) INCOME

COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON
STOCKHOLDERS

For the Three Months
Ended June 30,

For the Six Months
Ended June 30,

2015 2014 2015 2014

$ 2154 $ 3032 $ 4363« $ 5158
(3,490 13,42’ (359) 21,87
(9,069 - (9,069 -

99 (1,207) (1,167) (1,330

(12,459 12,22¢ (10,57%) 20,54’

$ 9,09 $  4255. $ 3305t $ 7213




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 (Loss) Income Total
Balance, December 31, 2014 $ 1,051 $ 72,397 $ 701,87. $ 32,59 $ 10,01t $ 817,92
Net income - - - 48,17 - 48,17
Stock issuance, net 43 86,86: 32,24° - - 119,15:
Dividends declared - - - (63,22¢) - (63,22¢)
Reclassification adjustment for net
gain included in net income - - - - (9,067) (9,067)
Increase in net unrealized loss on
available for sale securities - - - - (359 (359
Decrease in fair value of derivative
instruments utilized for cash flow
hedges - - - - (1,167) (1,167)
Balance, June 30, 2015 $ 1,092 $ 159,25¢ $ 734,11 $ 17,54. $ (563) $ 911,44¢




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

(unaudited)
For the Six Months Ended
June 30
2015 2014
Cash Flows from Operating Activities:
Net income $ 48,17 $ 54,49(
Adjustments to reconcile net income to net caskigem by operating activities:
Net amortization (1,299 (1,617
Realized loss on investment securities and relaeldes, net 167 (3,369
Realized gain on distressed residential mortgageslo (4,290 (8,649
Unrealized loss on investment securities and rélagziges, net 1,012 3,027
Gain on de-consolidation of multi-family loans haidsecuritization trusts and multi-family
collateralized debt obligations (1,487) -
Unrealized gain on loans and debt held in multiifgusecuritization trusts (29,046 (24,949
Net decrease in loans held for sale 10 24
Provision for loan losses 54¢ 1,152
Proceeds from sale of real estate owned 547 -
Income from investments in limited partnerships hmited liability companies (5,85¢) (727)
Distributions of income from investments in limitpertnership and limited liability companies 3,92¢ 85¢
Amortization of stock based compensation, net 45¢ 667
Changes in operating assets and liabilities:
Receivables and other assets 6,91¢ (5,58%)
Accrued expenses and other liabilities and accex@gnses, related parties (14,667 1,15¢
Net cash provided by operating activit 15,11¢ 16,497
Cash Flows from Investing Activities:
Restricted cash 3,16 (32,66%)
Purchases of investment securities (5,26%) (20,279
Purchases of FHLBI stock (5,445 -
Purchases of other assets (6) (77)
Funding of mezzanine loans, equity and preferredtgqvestments (25,109 (12,547
Net proceeds on other derivative instruments sktlieing the period (2,17¢) 3,68¢
Principal repayments received on residential mgedaans held in securitization trusts 11,63¢ 7,21z
Principal repayments and proceeds from sales dimaneing of distressed residential mortgag
loans 51,11¢ 48,08¢
Principal repayments received on multi-family lo&esd in securitization trusts 37,70 33,66¢
Principal paydowns on investment securities - abdd for sale 37,74¢ 45,48¢
Purchases of residential mortgage loans and digide®sidential mortgage loans (30,039 (20,10
Sales of loans held in multi-family securitizatisasts 44,26 =
Net cash provided by investing activiti 117,59: 52,48(
Cash Flows from Financing Activities:
Payments made on financing arrangements, net oBFHtvances (68,514 (122,69
Common stock issuance, net 31,83 185,71
Preferred stock issuance, net 86,86: -
Dividends paid on common stock (57,529 (37,736
Dividends paid on preferred stock (2,90¢6) (2,90€)
Payments made on residential collateralized delpyatons (12,339 (7,340
Payments made on multi-family collateralized ddiiigations (37,699 (33,669
Payments made on securitized debt (41,572 (11,004
Net cash used in financing activiti (101,849 (29,647)
Net Increase in Cash and Cash Equivalents 30,86: 39,33t
Cash and Cash Equivalents - Beginning of Period 75,59¢ 31,79¢

Cash and Cash Equivalents - End of Period $ 106,46. $ 71,13¢




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

Non-Cash Investment Activities:

Sales of investment securities not yet settled

Purchase of investment securities not yet settled
Deconsolidation of multi-family loans held in seitization trusts
Deconsolidation of multi-family collateralized dedttligations

Non-Cash Financing Activities:
Dividends declared on common stock to be paid bseguent period
Dividends declared on preferred stock to be paslimsequent period

$ 157,46: 176,89
$ 2,30( 4,51¢
$ 121,50¢ $ =
$ 389,090 $ 204,58
$ 1,075,520 $ -
$ 1,031,261 $ -
$ 29,53¢ $ 24,48¢
$ 308 $ 1,45:




NEW YORK MORTGAGE TRUST, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
June 30, 2015
(unaudited)

1. Organization

New York Mortgage Trust, Inc., together with itsneolidated subsidiaries (“NYMT,” or theCbmpany), is a real estate investn
trust, or REIT, in the business of acquiring, inires in, financing and managing primarily mortgagéated assets and financial assets.
objective is to manage a portfolio of investmehtst will deliver stable distributions to our stooktlers over diverse economic conditions.
intend to achieve this objective through a comlimabf net interest margin and net realized cagj&hs from our investment portfolio. C
portfolio includes investments in mortgageated and financial assets, residential mortdagas, including loans sourced from distre:
markets, multi-family CMBS, direct financing to oens of multifamily properties through mezzanine loans and prefeequity investmen
equity and debt securities issued by entities ithatst in commercial real estate-related debt itments, Agency RMBS consisting of fixed-
rate, adjustable-rate and hybrid adjustable-ratBBMnd Agency 10s consisting of interest only anceise interestnly RMBS that represe
the right to the interest component of the cas fimm a pool of mortgage loans.

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

The Company is organized and conducts its opetimualify as a REIT for federal income tax puwg® As such, the Company
generally not be subject to federal income taxhat portion of its income that is distributed tocktholders if it distributes at least 90% o
REIT taxable income to its stockholders by the date of its federal income tax return and comphigk various other requirements.

2. Summary of Significant Accounting Riwies

Definitions— The following defines certain of the commonly digerms in these financial statements: “RMBS8fers to residenti
adjustable-rate, hybrid adjustable-rate, fixed;ratierest only and inverse interest only and ppalconly mortgage-backed securitieggency
RMBS” refers to RMBS representing interests in or obiaget backed by pools of mortgage loans issued aragiteed by a federally charte
corporation (“GSE”), such as the Federal Nationartgage Association (“Fannie Maedy the Federal Home Loan Mortgage Corpore
(“Freddie Mac”), or an agency of the U.S. governmeaoch as the Government National Mortgage Assiocid*Ginnie Mae”); “nonAgency
RMBS” refers to RMBS backed by prime jumbo mortgémgns; “lOs” refers collectively to interest ordyd inverse interest only mortgage
backed securities that represent the right to ikerést component of the cash flow from a pool oftgage loans; “POs” refers to mortgage
backed securities that represent the right to tireipal component of the cash flow from a poohadrtgage loans; “Agency 10géfers to a
IO that represents the right to the interest corepoof the cash flows from a pool of residentialrtgage loans issued or guaranteed by a
or an agency of the U.S. government; “ARMs” refewsadjustable-rate residential mortgage loans;MEriARM loans” and residentic
securitized loans” each refer to prime credit gyaksidential ARM loans (“prime ARM loans”) held securitization trusts; “Agency ARMs”
refers to Agency RMBS comprised of adjustable-ratel hybrid adjustable-rate RMBS; “CMBS” refers tonumercial mortgagéacker
securities comprised of commercial mortgage passigh securities, as well as 10 or PO securitieg represent the right to a spe
component of the cash flow from a pool of comméntiartgage loans; “multi-family CMBStefers to CMBS backed by commercial mortc
loans on multi-family properties; “CDOs” refersdollateralized debt obligations; and “CLO” refeoscollateralized loan obligations.




Basis of Presentation The accompanying condensed consolidated balanet abeof December 31, 2014 has been derived
audited financial statements. The accompanyingleosed consolidated balance sheet as of June 236, #te accompanying conden
consolidated statements of operations for the threksix months ended June 30, 2015 and 2014 cttmrganying condensed consolid:
statements of comprehensive income for the threesanmonths ended June 30, 2015 and 2014, themgaonying condensed consolide
statement of changes in stockholderguity for the six months ended June 30, 2015 hadcitcompanying condensed consolidated state
of cash flows for the six months ended June 30528id 2014 are unaudited. In our opinion, all sifients (which include only norn
recurring adjustments) necessary to present fally Companys financial position, results of operations andhcdl®ws have bee
made. Certain information and footnote disclosuresnally included in financial statements prepaire@ccordance with GAAP have bt
condensed or omitted in accordance with Articlecf(Regulation S-X and the instructions to Form QO-These condensed consolidi
financial statements should be read in conjunctith the audited consolidated financial statemeamd notes thereto included in our Anr
Report on Form 10-K for the year ended DecembefB14, as filed with the U.S. Securities and Exgea@ommission (“SEC”)The result
of operations for the three and six months endeé 30, 2015 are not necessarily indicative of {erating results for the full year.

The accompanying condensed consolidated finanzitdreents have been prepared on the accrual Hesisa@unting in accordan
with GAAP. The preparation of financial statemeimsonformity with GAAP requires management to mastimates and assumptions
affect the reported amounts of assets and liasliéind disclosure of contingent assets and ligsilat the date of the financial statements
the reported amounts of revenues and expensegdherreporting period. Although the Compangstimates contemplate current condil
and how it expects them to change in the futurés reasonably possible that actual conditions ctdnd different than anticipated in th
estimates, which could materially impact the Conypamesults of operations and its financial conditifanagement has made signific
estimates in several areas, including valuatioitscEMBS investments, multi-family loans held ircadtization trusts and mulfamily CDOs
as well as, income recognition on distressed resimemortgage loans purchased at a discount.

Principles of Consolidation and Variable Interesttlies — The accompanying condensed consolidated finantastraents of tt
Company include the accounts of all its subsidgavibich are majoritypwned, controlled by the Company or a VIE whereGloenpany is th
primary beneficiary. All significant intercompaagcounts and transactions have been eliminateshisotidation.

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

Investment Securities Available for Sal€he Company's investment securities, where thevidire option has not been elected
which are reported at fair value with unrealizedngaand losses reported in Other Comprehensivemecd'OCI”), include Agenc
RMBS, nonAgency RMBS and CLOs. The Company has electedainevalue option for its Agency 10s, U.S. Treaswscurities, certa
Agency ARMs and Agency Fixed Securities within &ggency |0 portfolio, which measures unrealized gaind losses through earnings ir
accompanying condensed consolidated statementpeshtions. The fair value option was elected fasehinvestmengecurities to mitiga
earnings volatility by better matching the accongtior these investment securities with the relatexdvative instruments within the Agency
portfolio. The derivative instruments within the éacy 10 portfolio are not designated as hedgintrunsents for accounting purposes.

The Company generally intends to hold its investneaturities until maturity; however, from time time, it may sell any of i
securities as part of the overall management diftisness. As a result, our investment securitieglassified as available for sale securities.

Realized gains and losses recorded on the salevestment securities available for sale are basethe specific identificatic
method and included in realized gain (loss) on stment securities and related hedges in the acanyitgacondensed consolidated staterr
of operations. Purchase premiums or discounts vestment securities are amortized or accretediéodst income over the estimated life of
investment securities using the effective yieldhodt Adjustments to amortization are made for dgqitepayment activity.




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

The Company assesses its impaired securities astta quarterly basis and designates such impatemas either “temporarygt
“other-than-temporary” by applying the guidancesgprébed in ASC Topic 32@0. When the fair value of an investment secustiess than i
amortized cost as of the reporting balance sheet ttee security is considered impaired. If thenpany intends to sell an impaired securit
it is more likely than not that it will be requiréd sell the impaired security before its anticgahtecovery, then it must recognize an other-tha
temporary impairment through earnings equal tcethitire difference between the investmeramortized cost and its fair value as of the l
sheet date. If the Company does not expect toasebther-than-temporarily impaired security, ortlg foortion of the other-thaemporar
impairment related to credit losses is recognibedugh earnings with the remainder recognized @svgponent of other comprehensive inci
(loss) on the accompanying condensed consolidakthte sheets. Impairments recognized through otiraprehensive income (loss) do
impact earnings. Following the recognition of ahestthantemporary impairment through earnings, a new casisbis established for 1
security, which may not be adjusted for subsequeobveries in fair value through earnings. Howewgher-thartemporary impairmen
recognized through earnings may be accreted battletamortized cost basis of the security on ag@oisve basis through interest income.
determination as to whether an other-than-tempairapairment exists and, if so, the amount considerther-thartemporarily impaired
subjective, as such determinations are based dm fastual and subjective information available la¢ time of assessment as well
Company’s estimates of the future performance amsh dlow projections. As a result, the timing andoant of other-thatemporar
impairments constitute material estimates thasaseeptible to significant change.

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

Investment Securities Available for Sale Held inuBiization Trusts- The Company investment securities available for sale
in securitization trusts as of June 30, 2015 andebwer 31, 2014 are comprised of midtnily CMBS consisting of PO securities t
represent the first loss tranche of the securitimatfrom which they were issued, or “first lossnche”,and certain 10s issued from two Frec
Mac-sponsored multi-family KSeries securitizations. These securities are regat fair value with unrealized gains and lossgzonted il
OCI. Realized gains and losses recorded on theddalevestment securities available for sale heldsécuritization trusts are based on
specific identification method and included in ieafl gain (loss) on sale of securities and reldtedges in the accompanying conde
consolidated statements of operations. Purchaseiyomes or discounts are amortized or accreted &réist income over the estimated life of
investment securities using the effective yield et

Residential Mortgage Loans Held in Securitizationsts— Residential mortgage loans held in securitizatrosts are comprised
certain ARM loans transferred to Consolidated VIHRat have been securitized into sequentially ratledses of beneficial interests. -
Company accounted for these securitization trustfirmncings which are consolidated into the Compaifinancial statements. Resider
mortgage loans held in securitization trusts argexhat their unpaid principal balances, net chimortized premium or discount, unamorti
loan origination costs and allowance for loan lgssaterest income is accrued and recognizedwesue when earned according to the t
of the mortgage loans and when, in the opinion ahagement, it is collectible. The accrual of indéren loans is discontinued when
managemens’ opinion, the interest is not collectible in thermal course of business, but in no case when palylreromes greater than
days delinquent. Loans return to accrual statuswghnimcipal and interest become current and arieipated to be fully collectible.

We establish an allowance for loan losses basadammagement's judgment and estimate of credit laekesent in our portfolio ¢
residential mortgage loans held in securitizatimsts. Estimation involves the consideration ofiouas creditrelated factors, including but r
limited to, macro-economic conditions, current Hngsnarket conditions, loan-tealue ratios, delinquency status, historical crémis severit
rates, purchased mortgage insurance, the borrogtgrant economic condition and other factors dektonevarrant consideration. Additiona
we look at the balance of any delinquent loan amtigare that to the current value of the collatenadj property. We utilize various hol
valuation methodologies including appraisals, brgkécing opinions, internebased property data services to review comparablgepties il
the same area or consult with a real estate agéheiproperty's area.






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

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

Acquired distressed residential mortgage loanstthae evidence of deteriorated credit quality afuésition are accounted for uni
ASC Subtopic 310-30, "Loans and Debt Securities uitegql with Deteriorated Credit Quality" ("ASC 310°3. Under ASC 31(@B0, the
acquired loans may be accounted for individuallaggregated and accounted for as a pool of loaheg ifoans being aggregated have conr
risk characteristics. A pool is accounted for esngle asset with a single composite interest aagk an aggregate expectation of cash fl
Once a pool is assembled, it is treated as if & @ar@e loan for purposes of applying the accourdimgance

Under ASC 31®0, the excess of cash flows expected to be cetleover the carrying amount of the loans, refeteds th
“accretable yield,"is accreted into interest income over the life lné toans in each pool or individually using a ley&ld methodolog)
Accordingly, our acquired distressed residentiattgage loans accounted for under ASC 3D0are not subject to classification as nonac
classification in the same manner as our residemiatgage loans that were not distressed whenigby us. Rather, interest income
acquired distressed residential mortgage loanseseta the accretable yield recognized at the f@v@l or on an individual loan basis, and
to contractual interest payments received at the level. The difference between contractually ieglprincipal and interest payments anc
cash flows expected to be collected, referred tthas‘nonaccretable differenceiyicludes estimates of both the impact of prepayment
expected credit losses over the life of the indialdoan, or the pool (for loans grouped into alpoo

The Company monitors actual cash collections ag#im®xpectations, and revised cash flow estimatesprepared as necess
These estimates incorporate assumptions regardifapltl rates, loss severities, value of the undeglyeal estate securing the loans,
amounts and timing of prepayments and other factioas reflect thersurrent market conditions. A decrease in expectesh dlows i
subsequent periods may indicate that the loan @oioidividual loan, as applicable, is impaired theguiring the establishment of an allowe
for loan losses by a charge to the provision f@anldosses. An increase in expected cash flows lisesquent periods initially reduces
previously established allowance for loan losseghayincrease in the present value of cash flowmeeted to be collected, and results
recalculation of the amount of accretable yieldtfeg loan pool. The adjustment of accretable yikeld to an increase in expected cash floy
accounted for prospectively as a change in estinTdte additional cash flows expected to be colkketee reclassified from the nonaccret
difference to the accretable yield, and the amofiperiodic accretion is adjusted accordingly otver remaining life of the loans in the poo
individual loan, as applicableThe impacts of (i) prepayments, (ii) changesaniable interest rates, and (iii) any other chariggke timing o
expected cash flows are recognized prospectiveadpstments to interest income.

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

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

10




Multi-Family Loans Held in Securitization TrustsMulti-family loans held in securitization trusése comprised of mulfiamily
mortgage loans held in five and six Freddie Macaspoed multi-family K-Series securitizations (theécdhsolidated K-Series’as of June 3
2015 and December 31, 2014, respectively. Basea onumber of factors, we determined that we wereptiteary beneficiary of each V
within the Consolidated K-Series, met the critdoa consolidation and, accordingly, have consokdathese Freddie Mac-sponsored mult
family K-Series securitizations, including their assetijlliies, income and expenses in our financialestegnts. The Company has electec
fair value option on each of the assets and ligdsliheld within the Consolidated Beries, which requires that changes in valuatianthg
assets and liabilities of the Consolidatecb&ries be reflected in the Company's accompanyindgensed consolidated statement of opera
as the Company believes this accounting treatmen¢ mccurately and consistently reflects its resofitoperations.

Interest income is accrued and recognized as reveren earned according to the terms of the moetd@ans and when, in t
opinion of management, it is collectible. The aatraf interest on loans is discontinued when, imagemens opinion, the interest is r
collectible in the normal course of business, Ibuh® case when payment becomes greater than 90deéigguent. Loans return to acct
status when principal and interest become curnathiaae anticipated to be fully collectible.

Mezzanine Loan and Preferred Equity Investmernithie Company invests in mezzanine loans and prefemeity of entities th
have significant real estate assets. The mezzdoareis secured by a pledge of the borrower’s ggontnership in the propertynlike &
mortgage, this loan does not represent a lien erpthperty. Therefore, it is always junior and sdiiate to any firstien as well as seco
liens, if applicable, on the property. These loaressenior to any preferred equity or common gqguoierests. Purchasers of mezzanine |
benefit from a right to foreclose on the ownersqity in a more efficient manner than senior magtydebt.

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

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

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

Mortgage Loans Held for InvestmenMortgage loans held for investment are stated paighprincipal balance, adjusted for
unamortized premium or discoundeferred fees or expenses, net of valuation allcesnand are included in receivables and
assets. Interest income is accrued on the prihaipaunt of the loan based on the Isnbntractual interest rate. Amortization of prem
and discounts is recorded using the effective ymé&thod. Interest income, amortization of premiwand discounts and prepayment fees
reported in interest income. A loan is considerecbé impaired when it is probable that based upgment information and events,
Company will be unable to collect all amounts dadar the contractual terms of the loan agreemeade® on the facts and circumstance
the individual loans being impaired, loan specifiduation allowances are established for the excasying value of the loan over either:
the present value of expected future cash flowsodisted at the loan’s original effective intereater (ii) the estimated fair value of the loan’
underlying collateral if the loan is in the proce$$oreclosure or otherwise collateral dependentjii) the loan’s observable market price.
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Investments in Limited Partnership and Limited Lliab Companies- In circumstances where the Company has acooirolling
interest but either owns a significant interestsoable to exert influence over the affairs of grgerprise, the Company utilizes the ec
method of accounting. Under the equity method abaanting, the initial investment is increased epehiod for additional capital contributic
and a proportionate share of the entity’s earnorgsreferred return and decreased for cash disimisiand a proportionate share of the erttity
losses. Where the Company is not required to fudditianal losses, the Company does not continueet¢ord its proportionate share of
entity’s losses such that its investment balanceldvgo below zero.

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

Cash and Cash EquivalentsCash and cash equivalents include cash on handjrasidue from banks and overnight deposits.
Company maintains its cash and cash equivalertigly rated financial institutions, and at timbsse balances exceed insurable amounts.

Receivables and Other AssetReceivables and other assets as of June 30, 2@1Berember 31, 2014 include restricted cash
by third parties of $51.1 million and $54.2 milliorespectively. Included in restricted cash is $3®&illion and $40.6 million held in o
Agency 10 portfolio to be used for trading purposesl $10.8 million and $11.4 million held by couptaties as collateral for hedg
instruments as of June 30, 2015 and December 34, 28spectively. Interest receivable on midtiily loans held in securitization trust:
also included in the amounts of $24.0 million a28.8 million as of June 30, 2015 and December 814 2respectively.

Financing Arrangements, Portfolio InvestmenrtsThe Company finances its Agency RMBS using repwehagreements a
Federal Home Loan Bank Advanced&Inder a repurchase agreement, an asset issalddunterparty to be repurchased at a future ataz
predetermined price, which represents the origsaés price plus interest. The Company accountsthfese repurchase agreement
financings under ASC 860 ransfers and Servicing Under ASC 860, for these transactions to bedceas financings, they must be sep:
transactions and not linked. If the Company firemthe purchase of its securities with repurchgseements with the same counterparty 1
which the securities are purchased and both tréingacare entered into contemporaneously or inesoptation of each other, the transact
are presumed under GAAP to be part of the samengeraent, or a "Linked Transaction," unless certaiteria are met. None of t
Company’s repurchase agreements are accounted fiokad transactions because they met the apjdicaiteria in accordance with ASC 860-
10-40.

On February 20, 2015, our wholly-owned subsidigyeat Lakes Insurance Holdings LLC (“GLIHpecame a member of 1
Federal Home Loan Bank of Indianapolis (“FHLBIAs a member of the FHLBI, GLIH will have accessatwariety of products and servi
offered by the FHLBI, including secured advances.oAJune 30, 2015, GLIH had $121 million in outstag secured advances from FHL
which are included on the Company’s accompanyinglensed balance sheet in financing arrangemerifojoinvestments.

Financing Arrangements, Distressed Residential §ege Loans- The Company finances a portion of its distresseidemtia
mortgage loans through a repurchase agreementjrexpiithin one year. The borrowing under the reiaise agreement bears an interes
of a specified margin over omeenth LIBOR. The repurchase agreement is treatedcadlateralized financing transaction and isiedrat th
contractual amounts, as specified in the respeagreement. Costs related to the establishmertieof@purchase agreement which inc
underwriting, legal, accounting and other fees raféected as deferred charges. Such costs arededtlon the Company’accompanyir
condensed consolidated balance sheets in recedvabteother assets in the amount of $0.9 millionfakine 30, 2015 and $1.7 million a:
December 31, 2014, respectively. These deferredhebare amortized as an adjustment to interestnsepusing the effective interest metl
or straight line-method, if the result is not maky different.

Residential Collateralized Debt Obligations (“Residial CDOs”) — We use Residential CDOs to permanently finance
residential mortgage loans held in securitizatiusts. For financial reporting purposes, the ARMN® held as collateral are recorded as ¢
of the Company and the Residential CDOs are redoagethe Compang’debt. The Company has completed four residemitatgage loa
securitizations since inception. The first threegravaccounted for as a permanent financing whilefolieth was accounted for as a sale
accordingly, is not included in the Company’s acpanying condensed consolidated financial statements

12




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

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

Costs related to issuance of securitized debt winiclude underwriting, rating agency, legal, acammand other fees are reflec
as deferred charges. Such costs are includedeo@dimpanys accompanying condensed consolidated balancessiheetceivables and ott
assets in the amount of $1.6 million and $2.2 orillas of June 30, 2015 and December 31, 2014, atdggdg. These deferred charges
amortized as an adjustment to interest expensg tisineffective interest method, or straight Imethod, if the result is not materially differe

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

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

The Company invests in To-Be-Announced securitidBAs”) through its Agency IO portfolio. TBAs areofwardsettling
purchases and sales of Agency RMBS where the wmdgrpools of mortgage loans are “To-Be-Announce@ursuant to these TE
transactions, we agree to purchase or sell, fardusettlement, Agency RMBS with certain principad interest terms and certain type
underlying collateral, but the particular Agency BBIto be delivered is not identified until shorbdgfore the TBA settlement date. For T
contracts that we have entered into, we have rs@rtesl that physical settlement is probable, theeefve have not designated these fon
commitments as hedging instruments. Realized angalined gains and losses associated with thesesTBé recognized through earning
other income (expense) in the condensed consaliddis@ements of operations.

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

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

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

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

Revenue Recognitioninterest income on our investment securities andwnmortgage loans is accrued based on the odist
principal balance and their contractual terms. Ruema and discounts associated with investment ggsuand mortgage loans at the tim
purchase or origination are amortized into inteiasbme over the life of such securities using dfiective yield method. Adjustments
amortization are made for actual prepayment agtivit
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Interest income on our credit sensitive securitesh as our CLOs and certain of our CMBS thaevperrchased at a discount to
value, is recognized based on the security’s effednterest rate. The effective interest rate lbbese securities is based on managemen
estimate from each security of the projected céshsf which are estimated based on the Compaagsumptions related to fluctuation
interest rates, prepayment speeds and the timidgaamount of credit losses. On at least a quartealsis, the Company reviews anc
appropriate, makes adjustments to its cash floyeptions based on input and analysis received &atarnal sources, internal models, an
judgment about interest rates, prepayment ratestiting and amount of credit losses, and othetofacChanges in cash flows from th
originally projected, or from those estimated & kfist evaluation, may result in a prospective ghdn the yield/interest income recognizet
these securities.

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

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

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

Manager CompensationWe are a party to separate investment managemesgragnts with Headlands Asset Management
(“Headlands”), The Midway Group, LP (“Midway”) ariiverBanc LLC (“RiverBanc”)with Headlands providing investment managet
services with respect to our investments in certhstressed residential mortgage loans, Midway iging investment management serv
with respect to our investments in Agency 10s, &iderBanc providing investment management serwedls respect to our investments
multifamily CMBS and certain commercial real estatelated debt investments. These investment manageageeements provide for 1
payment to our investment managers of a managefeenincentive fee and reimbursement of certairrape expenses, which are acct
and expensed during the period for which they araed or incurred.

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

Employee Benefits PlarsThe Company sponsors a defined contribution filee “Plan”)for all eligible domestic employees. 1
Plan qualifies as a deferred salary arrangemergru@dction 401(k) of the Internal Revenue Coded86] as amended (thénternal Revent
Code”). The Company made no contributions to ttaa Fbr the three and six months ended June 30, 2042014 .

Stock Based CompensatierCompensation expense for equity based awards aok stsued for services are recognized ove
vesting period of such awards and services based tine fair value of the award at the grant date.

The Company has awarded restricted stock to etigghhployees and officers as part of their comparsaCompensation exper
for awarded restricted stock is based on the gtat fair value of the stock and is recognized t¢ivervesting period.

In May 2015, the Company granted certain Perforra&@itare Awards (“PSAs”) which cliff vest after aglyear period, subject
the achievement of certain performance criterizedasn a formula tied to the Company’s achieveménhm@eyear total stockholder rett
(“TSR”) and the Company’s TSR relative to the TSRcertain peer companies. The feature in this aveamstitutes a “market condition”
which impacts the amount of compensation expensegrézed for these award3he grant date fair values of PSAs were determthezligt
Monte-Carlo simulation analysis.
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Income Taxes The Company operates in such a manner so as tifygasla REIT under the requirements of the InteRevenu
Code. Requirements for qualification as a REIT udel various restrictions on ownership of the Comgfmstock, requirements concerr
distribution of taxable income and certain resimits on the nature of assets and sources of incAnREIT must distribute at least 90% of
taxable income to its stockholders, of which 854smny undistributed amounts from the prior yeastine distributed within the taxable y
in order to avoid the imposition of an excise tBistribution of the remaining balance may extendilumely filing of the Companys tay
return in the subsequent taxable year. Qualifyisgidutions of taxable income are deductible BRET in computing taxable income.

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

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

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

Segment Reporting ASC 280, Segment Reporting, is the authoritatividlance for the way public entities report infornoatiabou

operating segments in their annual financial stat@s1 We are a REIT focused on the business ofiaguinvesting in, financing ar
managing primarily mortgage-related and financgslets, and currently operate in only one reportsédgent.
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Summary of Recent Accounting Pronouncements
Receivables (ASC 31

In April 2014, the FASB issued ASU 2014-04, Recblea—Troubled Debt Restructurings by Creditors (Spic 310-40)—
Reclassification of Residential Real Estate Cofidized Consumer Mortgage Loans upon Foreclosuk&(J' 2014-04").The amendments
this ASU are intended to clarify when a creditoosld be considered to have received physical pegsesf residential real estate prop
collateralizing a consumer mortgage loan suchttietoan should be derecognized and the real estedgnized. In addition, the amendm:
clarify that if an in substance repossession aedlmsure occurs, then a creditor is consideredte meceived physical possession of reside
real estate property collateralizing a consumertgage loan, upon either: (1) the creditor obtainiegal title to the residential real es
property upon completion of a foreclosure, or (28 borrower conveying all interest in the residdnteal estate property to the credito
satisfy that loan through completion of a deeden bf foreclosure or through a similar legal agneat. ASU 20144 became effective for t
Company beginning January 1, 2015. The adoptioA®) 201404 did not have a material effect on our finan@ahdition, results «
operations and disclosures.

Transfers and Servicing (ASC 860)

In June 2014, the FASB issued ASU 2014-11, Trasstard Servicing: RepurchaseMtaturity Transaction, Repurch:
Financings, and Disclosures (“ASU 2014-09”). Thisidance requires repurchasentaturity transactions to be accounted for as sd
borrowings as if the transferor retains effectivanteol, even though the transferred financial asset not returned to the transfero
settlement. ASU 20189 also eliminates existing guidance for repurchiis@ncings and requires instead that entities idensthe initia
transfer and the related repurchase agreementaselyawhen applying the derecognition requiremearfitdSC 860, Transfers and Servici
New disclosures will be required for (1) certaiartsactions accounted for as secured borrowings(2rdansfers accounted for as sales v
the transferor also retains substantially all & #xposure to the economic return on the transfdinancial assets throughout the term of
transaction. ASU 2014-09 became effective for thmm@any beginning January 1, 2015. The adoption $8JA201411 did not have
significant effect on our financial condition, rétswof operations and disclosures.

Revenue Recognition (Topic 6(

In May 2014, the FASB issued ASU 2014-09, Revemam fContracts with Customers (“ASU 2014-09This guidance create:
new, principle-based revenue recognition framewbek will affect nearly every revenue-generatingitgnASU 201409 also creates a n
topic in the Codification, Topic 606 (“ASC 606'In addition to superseding and replacing nearlyezisting U.S. GAAP revenue recognit
guidance, including industry-specific guidance, A& does the following: (1) establishes a new roditased revenue recognition model,
changes the basis for deciding when revenue iggrézed over time or at a point in time; (3) prowdeew and more detailed guidance
specific aspects of revenue recognition; and (4)aeds and improves disclosures about revenue. ABCiSeffective for public busine
entities for annual reporting periods beginningaBecember 15, 2017, including interim periodsehre Early application is not permitted
public business entities. The Company is curreglgessing the impact of this guidance.

Consolidation (Topic 810)

In August 2014, the FASB issued ASU 2014-M&asuring the Financial Assets and the FinancialMilities of a Consolidate
Collateralized Financing Entitf"”ASU 2014-13").For entities that consolidate a collateralizedritiag entity within the scope of this upd
an option to elect to measure the financial asmadsthe financial liabilities of that collateralizéinancing entity using either the measurer
alternative included in this Update or Topic 820fain value measurement is provided. The guidasadfective for fiscal years beginning a
December 15, 2015, and the interim periods withose fiscal years. Early adoption is permittedfab®beginning of an annual period. We
not expect the adoption of ASU 2014-13 to havegaiicant effect on our financial condition, resutif operations and disclosures.

In February 2015, the FASB issued ASU 2015-@endments to the Consolidation AnalyssSU 2015-02"). The update
intended to improve targeted areas of consolidagiwidance for legal entities such as limited paghips, limited liability corporations, a
securitization structures (collateralized debt gédions, collateralized loan obligations, and magterbacked security transaction3he
guidance is effective for fiscal years beginninteaDecember 15, 2015, and the interim periodsiwithose fiscal years. Early adoptiot
permitted as of the beginning of an annual pefldak Company is currently assessing the impactisfghidance.
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Interest- Imputation of Interest (Topic 835)

In April 2015, the FASB issued ASU 2015-08terest - Imputation of Interest (Subtopic 83%): Simplifying the Presentation
Debt Issuance Cos(*ASU 2015-03"). The amendments in ASU 2003-are intended to simplify the presentation oftdefuance costs. The
amendments require that debt issuance costs reétatedecognized debt liability be presented inlialance sheet as a direct deduction fror
carrying amount of that debt liability, consisterith debt discounts. The recognition and measurémeidance for debt issuance costs art
affected by the amendments in this ASU. The guidaseffective for financial statements issuedfigral years beginning after December
2015, and interim periods within those fiscal ye&¥e do not expect the adoption of ASU 2@iHto have a significant effect on our finan
condition, results of operations and disclosures.

3. Investment Securities Available For Sale

Investment securities available for sale consisheffollowing as of June 30, 2015 and Decembel814 (dollar amounts in
thousands):

June 30, 2015 December 31, 2014
Unrealized Unrealized
Amortized Fair Amortized Fair
Cost Gains Losses Value Cost Gains Losses Value
Agency RMBS®) :
Agency ARMs
Freddie Mac $ 54997 $ 57 $ (436) $ 54.61¢ $ 57597 $ 5 % (48¢) $ 57,16¢
Fannie Mae 106,21: 137 (84¢9) 105,49¢ 113,19: 81 (1,039 112,23t
Ginnie Mae 10,60¢ 1 (159) 10,44¢ 12,55: — (259) 12,29:
Total Agency ARMs 171,81« 19t (1,449 170,56! 183,34 13€ (1,784 181,69:
Agency Fixed Rate
Freddie Mac 34,72¢ — (660) 34,06¢ 37,80( — (629) 37,17
Fannie Mae 416,01: — (11,287 404,72¢ 451,69 — (10,189 441,51(
Ginnie Mae 21¢ 1 — 22( — — — —
Total Agency Fixed
Rate 450,95¢ 1 (11,947 439,01¢ 489,49 — (10,819 478,68:
Agency 10s)
Freddie Mac 36,80¢ 827 (4,87 32,76: 38,84« 273 (5,779 33,33¢
Fannie Mae 48,12: 1,25¢ (5,100 44,28( 53,66¢ 741 (6,38¢) 48,01¢
Ginnie Mae 41,21, 721 (4,962) 36,97¢ 42,99 31C (5,527) 37,77¢
Total Agency 10s 126,14« 2,807 (14,939 114,01 135,50: 1,32¢ (17,699 119,13:
Total Agency RMBS 748,91 3,00: (28,32() 723,60! 808,33t 1,46( (30,29) 779,50!
Non-Agency RMBS 1,88¢ 67 (239) 1,72 2,061 69 (292) 1,93¢
U.S. Treasury securities 9,99¢ 1 — 10,00( — — — —
CLOs — — — — 26,14( 9,06: — 35,20:
Total investment securities
available for sale $ 760,80: $ 3,071 $ (28,55) $ 73532( $ 836,53 $ 1059: $ (30,48) $ 816,64
CMBS $ 27,39: $ 12,820 $ — $ 40,217 $ 26,190 $ 1240. $ — $ 38,59
Total investment securities
available for sale held in
securitization trusts $ 27,39: $ 12,82 $ — $ 4021 $ 26,19 $ 12,40. $ — $ 38,59/

(M Included in investment securities available foesade Agency 10s, Agency Fixed Rate, Agency ARM dif. Treasury securities managed
by Midway that are measured at fair value througimiegs.

During the three and six months ended June 30, ,2BE5Company received proceeds of approximatety,Faillion, realizing
approximately $3.2 million of net gains, from tredesof investment securities available for saleer€hwere no sales of investment secu
available for sale during the three months andreixths ended June 30, 2014.
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Actual maturities of our available for sale setes are generally shorter than stated contrachatlrities (which range up to
years), as they are affected by the contractues|of the underlying mortgages, periodic paymentspaepayments of principal. As of June
2015 and December 31, 2014, based on managemestitigates using three month historical Constant &neent Rate (“CPR")the weighte
average life of the Company’s available for salusigies portfolio was approximately 4.45 and 4y@ars, respectively.

The following table sets forth the weighted avertgss our investment securities available for seef June 30, 2015 and Decembel
31, 2014 (dollar amounts in thousands):

June 30, December 31,
Weighted Average Life 2015 2014
0 to 5 years $ 489,51: $ 393,08
Over 5 to 10 years 172,35 365,38t
10+ years 73,45: 58,18:
Total $ 735,32( $ 816,64

The following tables set forth the stated reseiogksrof our investment securities available foesatd investment securities available
for sale held in securitization trusts at JuneZ81,5 and December 31, 2014 at carrying value (dal@unts in thousands):

June 30, 2015 December 31, 2014
Less than
6 6to 24 More than Less than 61to 24 More than
months months 24 months Total 6 months months 24 months Total
Agency RMBS $ 128,35 $ 14,60¢f $ 580,63 $ 723,60( $ 8944: $ 21,74¢ $ 66831 $ 779,50
Non-Agency RMBS 1,72( — — 1,72( 1,93¢ — — 1,93¢
U.S. Treasury securities 10,00( — — 10,00( — — — —
CLOs — — — — 35,20: — — 35,20:
Total investment securities
available for sale $ 140,077 $ 14,60¢ $ 580,63 $ 73532( $ 12658 $ 21,74¢ $ 668,31 $ 816,64
CMBS $ — $ — $ 40217 $ 4021 % — $ — $ 3859« $ 38,59
Total investment securities
available for sale held in
securitization trusts $ — % — $ 40217 $ 40,217 % — $ — $ 3859+ $ 38,59

The following tables present the Company's investrsecurities available for sale in an unrealizess Iposition reported through O
aggregated by investment category and length of timat individual securities have been in a comtirsuunrealized loss position at June
2015 and December 31, 2014 (dollar amounts in trods):

June 30, 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 $ 48,74¢ $ (318 $ 535,69° $ (13,069 $ 584,44 $ (13,38¢)
Non-Agency RMBS — — 84¢ (233) 84¢€ (239)
Total investment securities available
sale $ 48,74¢ $ (318) $ 536,54: $ (13,30) $ 585,29. $ (13,619
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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% — % 638,93t $ (12,59) $ 638,93t $ (12,597
Non-Agency RMBS — — 967 (197 967 (197
Total investment securities available
sale $ —  $ — $ 639,90. $ (12,789 $ 639,90. $ (12,789

For the three and six months ended June 30, 20d2@14, the Company recognized no other-than-teampampairment 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 June 305 and December 31, 2014,
respectively (dollar amounts in thousands):

June 30, December 31,
2015 2014
Unpaid principal balance $ 140,64: $ 152,27
Deferred origination costs — net 891 96¢
Reserve for loan losses (4,097 (3,63))
Total $ 137,44(  $ 149,61:

Allowance for Loan LossesThe following table presents the activity in then@many's allowance for loan losses on reside
mortgage loans held in securitization trusts fer$h months ended June 30, 2015 and 2014, regplgctilollar amounts in thousands):

Six months Ended June 30,

2015 2014
Balance at beginning of period $ 3,631 $ 2,98¢
Provisions for loan losses 65€ 367
Transfer to real estate owned 1 (157)
Charge-offs (19€) —
Balance at the end of period $ 4,09 $ 3,19¢

On an ongoing basis, the Company evaluates thauadgaef its allowance for loan losses. The Compsuajlowance for loan loss
as of June 30, 2015 was $4.1 million, represertBiybasis points of the outstanding principal bedaof residential loans held in securitiza
trusts, as compared to 238 basis points as of Deeeldl, 2014. As part of the Compasyallowance for loan loss adequacy anal
management will assess an overall level of allowanghile also assessing credit losses inhererdidh aonperforming residential mortga
loan held in securitization trusts. These estimateslve the consideration of various credit rethtactors, including but not limited to, curr
housing market conditions, current loan to valu®sa delinquency status, the borrovgecurrent economic and credit status and othevaal
factors.

Real Estate Owned Fhe following table presents the activity in thenmanys real estate owned held in residential securitin
trusts for the six months ended June 30, 2015 af&d,Zespectively (dollar amounts in thousands):

Six months Ended June 30,

2015 2014
Balance at beginning of period $ 96t $ 1,10¢
Write downs — (53
Transfer from/(to) mortgage loans held in secuation trusts (192) 55
Disposal (362) (577)
Balance at the end of period $ 411 % 53¢
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Real estate owned held in residential securitipatiosts are included in receivables and othertassethe accompanying conder
consolidated balance sheets and write downs akedied in provision for loan losses in the accomjiagngondensed consolidated statemer
operations for reporting purposes.

All of the Companys mortgage loans and real estate owned held idemisal securitization trusts are pledged as cidtfor the
Residential CDOs issued by the Company . The Cagipanet investment in the residential securitizatiarsts, which is the maximt
amount of the Company’investment that is at risk to loss and represietslifference between (i) the carrying amounthef mortgage loa
and real estate owned held in residential secatitin trusts and (ii) the amount of Residential GD@ditstanding, was $5.1 million and §$
million as of June 30, 2015 and December 31, 2fHspectively.

Delinquency Status of Our Residential Mortgage Loas Held in Securitization Trusts

As of June 30, 2015, we had 34 delinquent loank waiit aggregate principal amount outstanding of apprately $19.9 millio
categorized as Residential Mortgage Loans HeldeituBtization Trusts (net). Of the $19.9 milliondelinquent loans, $12.2 million, or 61
are under some form of temporary modified paymdsm.pThe table below shows delinquencies in outfpliw of residential mortgage loa

held in securitization trusts, including real estatvned (“REQ”) through foreclosure, as of JuneZ8l5 (dollar amounts in thousands):

June 30, 2015

Number of Total

Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30-60 4 $ 3,48: 2.45%
61 -90 — $ — 0.0%
90 + 30 $ 16,38« 11.54%
Real estate owned through foreclosure 3 $ 1,33¢ 0.94%

As of December 31, 2014, we had 33 delinquent lagitts an aggregate principal amount outstandingpdroximately $18.
million categorized as Residential Mortgage LoamsdHn Securitization Trusts (net). Of the $18.3liom in delinquent loans, $9.4 million,
51%, are under some form of modified payment pldme table below shows delinquencies in our podfofiresidential mortgage loans heli
securitization trusts, including real estate owttedugh foreclosure (REO), as of December 31, Z@b#lar amounts in thousands):

December 31, 2014

Number of Total

Delinquent Unpaid % of Loan
Days Late Loans Principal Portfolio
30 - 60 4 $ 1,52 0.9%%
61-90 — $ — 0.0(%
90 + 29 $ 16,99' 11.01%
Real estate owned through foreclosure 6 $ 2,10¢ 1.36%

The geographic concentrations of credit risk exoep&% of the total loan balances in our residémiartgage loans held
securitization trusts and real estate owned hetdsitential securitization trusts as of June 852and December 31, 2014 are as follows:

June 30, December 31,
2015 2014
New York 35.6% 36.1%
Massachusetts 22.% 24.(%
New Jerse! 11.5% 10.€%
Florida 6.7% 6.2%
Connecticut 5.9% 5.9%
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Distressed Residential Mortgage Loans

As of June 30, 2015 and December 31, 2014, thgiogrvalue of the Company’s distressed residemtiattgage loans, including

distressed residential mortgage loans held in gemation trusts , amounts to approximately $580iBion and $582.7 million, respectively.

The Company considers its purchase price for thieatised residential mortgage loans, includingadised residential mortgage loans

held in securitization trusts, to be at fair vadue¢he date of acquisition. The Company only e&hbk an allowance for loan losses subsequen
to acquisition.

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

collected, and the estimated fair value of theréssted residential mortgage loans acquired duni@gix months ended June 30, 2015 (dollar
amounts in thousands):

June 30, 2015

Contractually required principal and interest $ 70,63(
Non-accretable yield (3,997)
Expected cash flows to be collected 66,63:
Accretable yield (37,22Y)
Fair value at the date of acquisition $ 29,40¢

The following table details activity in accretabjeeld for the distressed residential mortgage lpansluding distressed residen

mortgage loans held in securitization trusts, fier $ix months ended June 30, 2015 and 2014, réggdgddollar amounts in thousands):

)

June 30, 201 5 June 30, 201 4

Balance at beginning of period $ 640,41t $ 171,11
Additions 44,48t 53,39¢
Disposals (34,89) (54,847
Accretion (20,48¢) (9,207
Balance at end of peridd $ 629,51t $ 160,46

Accretable yield is the excess of the distresssitlential mortgage loansash flows expected to be collected over the pseipaice. Th
cash flows expected to be collected represent€tmpanys estimate of the amount and timing of undiscoumtéacipal and intere
cash flows. Additions include accretable yield rasties for purchases made during the period andssfitation to accretable yield fre
nonaccretable yield. Deletions include distresssitential mortgage loan dispositions, which ineluefinancing, sale and foreclosurt
the underlying collateral an@sulting removal of the distressed residentialtgagge loans from the accretable yield, and redlaasbns
from accretable to nonaccretable yield. The redflaations between accretable and nonaccretabliel yiad the accretion of inter
income is based on various estimates regarding peaformance and the value of the underlying retdte securing the loans. As
Company continues to update its estimates regattimgoans and the underlying collateral, the aabie yield may change. Therefc
the amount of accretable income recorded in themgirth period ended June 30, 2015 and 2014 is resssarily indicative of futu
results.

The geographic concentrations of credit risk extep®% of the unpaid principal balance of our disted residential mortge

loans, including distressed residential mortgag@doheld in securitization trusts, as of June 8@52and December 31, 2014, respectively

as follows:
June 30, December 31,
2015 2014

Florida 13.(% 12.2%
North Caroling 8.2% 8.2%
California 8.1% 8.9%
Georgia 6.7% 6.8%
New York 5.1% 5.1%
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The Company’s distressed residential mortgage Ibahd in securitization trusts with a carrying \alaf approximately $2014
million and $221.6 million at June 30, 2015 and &maber 31, 2014, respectively, are pledged as ecdlator certain of the Securitized D
issued by the Companysée Note 7. In addition, distressed residential mortgage$oaith a carrying value of approximately $321.%iom at
June 30, 2015 are pledged as collateral for a M&s&purchase Agreement with Deutsche Bank AG, Cayislands Branchgee Note 10.

6. Consolidated K-Series

The Company has elected the fair value option eraisets and liabilities held within the Consokda-Series, which requires tt
changes in valuations in the assets and liabilitiethe Consolidated Kseries be reflected in the Company's statementpefations. Ot
investment in the Consolidated K-Series is limitedhe multifamily CMBS comprised of first loss tranche PO séi@s and/or certain IC
issued by certain kSeries securitizations with an aggregate net aagryialue of $303.2 million and $317.5 million anéu30, 2015 ar
December 31, 2014, respectivelgge Note 7.

The condensed consolidated balance sheets of theolliated KSeries at June 30, 2015 and December 31, 2014&atdsgy, ar
as follows (dollar amounts in thousands):

June 30, December 31,
Balance Sheets 2015 2014
Assets
Multi-family loans held in securitization trusts $ 7,235,320 $ 8,365,51.
Receivables 24,01; 29,80¢
Total Assets $ 7,259,341 $ 8,395,32
Liabilities and Equity
Multi-family CDOs $ 6,932,09. $ 8,048,05:
Accrued expenses 23,565 29,35¢
Total Liabilities 6,955,65! 8,077,40
Equity 303,68: 317,914
Total Liabilities and Equity $ 7,259,341 $ 8,395,32.

The multifamily loans held in securitization trusts had apaid principal balance of approximately $6.9 billiand $7.9 billion i
June 30, 2015 and December 31, 2014, respectiVbly multifamily CDOs had an unpaid principal balance of agpnately $6.9 billion an
$7.9 billion at June 30, 2015 and December 31, 26dsbectively. As of June 30, 2015 and DecembefB14, the current weighted aver
interest rate on these multi-family CDOs was 4.1d8d 4.15%, respectively .

In February 2015, the Company sold a first lossse€urity in one of the Company’s Consolidate&&ries obtaining total procet
of approximately $44.3 million and realizing a gaihapproximately $1.5 million. The sale resultedai deeonsolidation of $1.1 billion
Multi-Family loans held in a securitization trustda$1.0 billion in Multi-Family CDOs.

The Company does not have any claims to the aesaibligations for the liabilities of the Consolidd K-Series (other than t
security represented by our first loss piece). Vdeehelected the fair value option for the ConstéidaK-Series. The net fair value of «
investment in the Consolidated K-Series, whicheepnts the difference between the carrying valtiesuti-family loans held in securitizati
trusts less the carrying value of mulimily CDOs, approximates the fair value of our erging securities. The fair value of our underly
securities is determined using the same valuatiethatology as our CMBS investments available fte ésee Note 1.
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The condensed consolidated statements of operaifahe Consolidated ISeries for the three and six months ended Jun2(3
and 2014, respectively, are as follows (dollar amtein thousands):

Three Months Ended June

30, Six Months Ended June 30,
Statements of Operations 2015 2014 2015 2014
Interest income $ 62,98 $ 75,50 $ 129,28: $ 150,44!
Interest expense 56,99: 69,11( 117,08 137,85
Net interest income 5,992 6,391 12,197 12,58¢
Unrealized gain on mulfiamily loans and debt held in securitization try
net 5,41¢ 20,01¢ 19,04¢ 24,94!
Net Income $ 11,41 $ 26,41( $ 31,24 $ 37,53

The geographic concentrations of credit risk edoege 5% of the total loan balances related to oMiBS investments included
investment securities available for sale and nfaftily loans held in securitization trusts as ohgdu30, 2015 and December 31, 2!
respectively, are as follows:

June 30, 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 EntitiesdaVariable Interest Entities

A SPE is an entity designed to fulfill a specifimited need of the company that organized it. SRiesoften used to facilite
transactions that involve securitizing financiadets or resecuritizing previously securitized financial assethe objective of such transacti
may include obtaining norecourse financing, obtaining liquidity or refinamg the underlying securitized financial assetsroproved terms
Securitization involves transferring assets to Bt $0 convert all or a portion of those assets @atsh before they would have been realiz
the normal course of business through the SBESuance of debt or equity instruments. Invesitoian SPE usually have recourse only t
assets in the SPE and depending on the overattsteuof the transaction, may benefit from variéarsns of credit enhancement, such as ove
collateralization in the form of excess assetha $PE, priority with respect to receipt of cagiwh relative to holders of other debt or eq
instruments issued by the SPE, or a line of credibther form of liquidity agreement that is designwith the objective of ensuring t
investors receive principal and/or interest castvfbn the investment in accordance with the terfriair investment agreement.

The Company has evaluated its CMBS investmentseddie Mac-sponsored Keries securitizations to determine whether the
VIEs. In addition, the Company also evaluatedfiitancing transactions, such as its Residential €@0mpleted in 2005, its mulamily
CMBS resecuritization transaction completed in May 2012 collateralized recourse financing transactioomsmeted in November 2013 ¢
its distressed residential mortgage loan secutibizatransactions completed in December 2012, 203 and September 2013 (eac
“Financing VIE” and collectively, the “Financing ¥k5") and concluded that the entities created tiiti@e each of the transactions are VIEs.

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

° whether the Company has both the power to dinecactivities that most significantly impact treoromic performance of the
VIE; and

° whether the Company has a right to receive benefiabsorb losses of the entity that could bem@lly significant to the
VIE.
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The Company has determined that it has a varialbdedst in the Consolidated K-Series for whicls ithie primary beneficiary and

has a controlling financial interest and, accorflingas consolidated their assets, liabilitiespime and expenses in the accompanying
condensed consolidated financial statemeste(Notes 2 and)6

Also, based on its evaluation of the factors disedsabove, including its involvement in the purpard design of the entity, 1

Company determined that the Financing VIEs metctiiteria for consolidation and, accordingly, condated the Financing VIEs createc

facilitate these transactions as of June 30, 2015 .

The following tables presents a summary of thetasmed liabilities of these consolidated VIEs adwfie 30, 2015 and Decem

31, 2014, respectively. Intercompany balances baea eliminated for purposes of this presentation.

Assets and Liabilities of consolidated VIEs aswie) 30, 2015 (dollar amounts in thousands):

Non-
financed
Financing VIEs VIEs
Distressed
Multi- family Residential Residential
CMBS re- Collateralized Mortgage Mortgage Multi-
securitization Recourse Lo an Loan family
F inancing @  Securitization Securitization CMBS ©®) Total
Investment securities available for sa
at fair value held in securitization
trusts $ 40,217 $ — $ — $ — $ — 3 40,217
Residential mortgage loans held in
securitization trusts (net) — — — 137,441 — 137,44(
Distressed residential mortgage loan
held in securitization trust, (net) — — 201,39: — — 201,39:
Multi- family loans held in securitizatic
trusts, at fair value 1,258,65: 4,693,35 — — 1,283,31. 7,235,332
Receivables and other assets 4,87: 14,98¢ 22,70¢ 961 5,32 48,85
Total assets $ 130374 $ 4,708,334 $ 224,09 $ 138,40: $ 1,288,641 $ 7,663,22
Residential collateralized debt
obligations $ — — 3 — $ 133,25¢ $ — 133,25¢
Multi-family collateralized debt
obligations, at fair value 1,203,58. 4,510,14: — — 1,218,36! 6,932,09:
Securitized debt 27,83( 55,85 108,00t — — 191,68¢
Accrued expenses and other liabilitie 4,401 14,10¢ 44¢€ 13 5,23( 24,19¢
Total liabilities $ 123581 $ 4,580,10 $ 108,45, $ 133,27 $ 1,22359° $ 7,281,23

(€

)

(©)

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

The multifamily CMBS serving as collateral under the Novem®@13 collateralized recourse financing are cosgatiof securitie
issued from three separate Freddie Mac-sponsordtitHfamily K-Series securitizations. The FinancifWE consolidated these-K
Series securitizations, including their assetdjiliiées, income and expenses, in its financiatesteents as based on a numbe
factors, the Company determined that it was thenamy beneficiary and has a controlling financialemest in such kKSerie!
securitizations §ee Note 9.

One of the Company’s Freddie Mac-sponsored muitiHfa K-Series securitizations included in the Cdidated K-Series is ne
subject to any financing as of June 30, 2015. lbr&&ry 2015, the Company sold a first loss PO sigcissued by one of tl
Consolidated KSeries securitizations obtaining total proceedapgroximately $44.3 million and realizing a gainapproximatel
$1.5 million. The sale resulted in a de-consolmanf $1.1 billion in MultiFamily loans held in a securitization trust and)$illion
in Multi-Family CDOs.
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Assets and Liabilities of consolidated Financinge¥ ks of December 31, 2014 (dollar amounts in thods):

Non-
financed
Financing VIEs VIEs
Distressed
Multi- family Residential Residential
CMBS re- Collateralized Mortgage Mortgage Multi-
securitization Recourse Loan Loan family
Financing ®  Securitization Securitization CMBS 3 Total
Investment securities available for sa
at fair value held in securitization
trusts $ 3859: $ — $ — $ — $ — 3 38,59¢
Residential mortgage loans held in
securitization trusts (net) — — — 149,61- — 149,61
Distressed residential mortgage loan
held in securitization trust (net) — — 221,59: — — 221,59:
Multi- family loans held in securitizatic
trusts, at fair value 1,273,63. 4,720,90:! — — 2,370,97. 8,365,51.
Receivables and other assets 5,091 15,63: 39,08¢ 1,54¢ 10,40¢ 71,76¢
Total assets $ 131732 $ 4,736,53 $ 260,67 $ 151,15¢ $ 2,381,38 $ 8,847,07
Residential collateralized debt
obligations $ — $ — 3 — $ 14554 $ - $ 14554
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 liabilitie 4,581 14,63¢ 1,02¢ 14 10,30 30,56:
Total liabilities $ 125379 $ 462855 $ 150,38t $ 14555t $ 2,278,73 $ 8,457,03
@ The Company classified the multi-family CMBS issusdtwo K-Series securitizations and held by this Financihg &s availabl

)

(©)

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

The multifamily CMBS serving as collateral under the Novem®@l13 collateralized recourse financing are cosgatiof securitie
issued from three separate Freddie Mac-sponsordtitHfamily K-Series securitizations. The FinanciWE consolidated these-K
Series securitizations, including their assetdjiliiées, income and expenses, in its financiatesteents as based on a numbe
factors, the Company determined that it was thenamy beneficiary and has a controlling financialemest in such kKSerie!
securitizations (see Note 6. In September 2014, the Company repaid the Copipasutstanding notes from its collaterali
recourse financing transaction completed in Novan#®d2 with a principal amount of $52.0 million. ¥Withe repayment of tl
notes, the Company terminated and deconsolidatedrittancing VIE that facilitated the financing tsantion and the mulfamily
CMBS serving as collateral on the notes were teansfl back to the Company.

Two of the Company’s Freddie Mac-sponsored multiifa K-Series securitizations included in the Cdidated K-Series are n
subject to any Financing VIE as of December 314201
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The following table summarizes the Company’s sd¢ized debt collateralized by mulémily CMBS and distressed resider
mortgage loans (dollar amounts in thousands):

Distressed
Residential
Collateralized Mortgage
Multi-family CMBS Recourse Loan Securitization s
Re-securitization(1) Financing (2)
Original Face amount of Notes issuedthg VIE and purchas
by 3rd party investors $ 35,000 $ 55,85! $ 176,97(
Principal Amount at June 30, 2015 $ 33,99 3 55,85 $ 108,00¢
Principal Amount at December 31, 2014 $ 34,20¢ $ 55,85{ $ 149,36
Carrying Value at June 30, 201%) $ 27,83( $ 55,85! $ 108,00t
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%- 4.8°%

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

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

The Company entered into a CMBS Master Repurchageefnent with a thregear term for the purpose of financing a portiorits
multi-family CMBS portfolio. In connection with the traagion, the Company agreed to guarantee the du@amctual payment of |
wholly-owned subsidiary's obligations under the CBMBaster Repurchase Agreement.

(3)  The Company engaged in these transactions forutmope of financing distressed residential mortdagas acquired by the Compa
The distressed residential mortgage loans servingo#lateral for the financings are comprised off@ening, reperforming and to
lesser extent non-performing, fixed and adjustaate; fully-amortizing, interest only and balloon, seasonedigage loans secured
first liens on one to four family properties. Twbthe four securitization transactions provide dorevolving period of one to two ye
from the date of the respective financing (“RevodyiPeriod”)where no principal payments will be made on these riotes. All cas
proceeds generated by the distressed residentidgjage loans and received by the respective semiiin trust during the Revolvil
Period, after payment of interest on the respectte, reserve amounts and certain other trangaeiipenses, will be available for
purchase by the respective trust of additional gagé loans that satisfy certain eligibility critel

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

@

(4)

The following table presents contractual matunitiprmation about the Financing VIES' securitizeddas of June 30, 2018nc¢
December 31, 2014, respectively:

June 30, December 31,

Scheduled Maturity (principal amount) 2015 2014
(Dollar amount in thousands)

Within 24 months $ 163,85¢ $ 205,21
Over 36 months 33,99t 34,20¢
Total 197,85: 239,42!
Discount (6,165) (6,54%)
Carrying value $ 191,68¢ $ 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 mortgaga securitizations (other than the distressesidemtial mortgage loi
securitizations discussed above) since inceptioa,first three were accounted for as permanenndings and have been included in
Companys accompanying condensed consolidated financiedmtnts. The fourth was accounted for as a sal@ermrdingly, is not include
in the Company’s accompanying condensed consotidatancial statements.

Unconsolidated VIES

The Company has evaluated its multi-family CMBSeistiments in two Freddie Mac-sponsore®éries securitizations as of J
30, 2015 and December 31, 2014, respectively, @miézzanine loan, preferred equity and other gdguoitestments to determine whether 1
are VIEs and should be consolidated by the Comp&aged on a number of factors, the Company deteinthat it does not have
controlling financial interest and is not the priméeneficiary of these VIEs. The following tablegents the classification and carrying v
of unconsolidated VIEs as of June 30, 2015 and Dbee 31, 2014 (dollar amounts in thousands):

June 30, 2015 December 31, 2014
Investment
securities
Investment available for
securities sale, at fair
available for Receivables value, heldin  Receivables
sale, at fair and other securitization and
value Assets Total trusts other Assets Total
Multi-Family CMBS $ 40,21 $ 78 $ 40,29 $ 38,59: $ 80 $ 38,67
Mezzanine loan and equity investmel — 99,82¢ 99,82¢ — 72,79¢ 72,79¢
Total assets $ 40,217 $ 99,90 $ 140,12( $ 38,59 $ 7287¢ $ 111,47.

Our maximum loss exposure on the médtinily CMBS investments, mezzanine loan and eqintyestments is approximats
$140.1 million and $111.5 million at June 30, 2@tHl December 31, 2014, respectively. The Compamgximum exposure does not exc
the carrying value of its investments.

8. Derivative Instruments and Hedgim Activities

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

The following table presents the fair value of dafive instruments that were not designated as ihgdgstruments and thi
location in our accompanying condensed consolidbt#ance sheets atine 30, 2015 and December 31, 2014, respectideliaf amounts i
thousands):

Derivatives Not Designated June 30, December 31,
as Hedging Instruments Balance Sheet Location 2015 201 4
TBA securities?) Derivative assets $ 300,67: $ 284,97:
U.S. Treasury futures Derivative assets — 37¢
Swaptions Derivative assets 1,907 2,27:
Options on U.S. Treasury futures Derivative assets 3 92
Eurodollar futures Derivative liabilities 2,28¢ 90C
Interest rate swapd Derivative liabilities 26C 232
Interest rate swap futures Derivative liabilities 1,53: 331
U.S. Treasury futures Derivative liabilities 69 —

(1) Open TBA purchases and sales involving the sametequarty, same underlying deliverable and the ssetitement date are reflecte
our accompanying condensed consolidated finantzitdments on a net basis.
(@ Includes interest rate swaps in our Agency 10 plicf
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The tables below summarize the activity of derwatinstruments not designated as hedges for thmsikhs ended June 30, 2!
and 2014, respectively (dollar amounts in thousands

Notional Amount For the Six Months Ended June 30, @15

December Settlement,
Derivatives Not Designated 31, Expiration June 30,
as Hedging Instruments 2014 Additions or Exercise 2015
TBA securities $ 273,000 $ 2,176,000 $ (2,153,000 $ 296,00(
U.S. Treasury futures 2,30( 123,60( (135,400 (9,500
Interest rate swap futures (190,101) 597,80! (605,001) (197,300
Eurodollar futures (2,961,00i) 1,463,00! (1,453,001 (2,951,00i)
Options on U.S. Treasury futures 21,00( 187,00( (201,001) 7,00(
Swaptions 180,00( 9,00( — 189,00(
Interest rate swaps 10,00( — — 10,00(

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

December Settlement,
Derivatives Not Designated 31, Expiration June 30,
as Hedging Instruments 2013 Additions or Exercise 2014
TBA securities $ 188,00 $ 1,188,000 $ (1,178,00) $ 198,00(
U.S. Treasury futures (11,900 66,90( (60,200 (5,200
Interest rate swap futures (242,700 479,90( (470,201 (233,001)
Eurodollar futures (3,360,00i) 1,840,00! (1,568,001 (3,088,001
Options on U.S. Treasury futures 40,00( — (40,000 —
Swaptions 100,00( — — 100,00

The following table presents the components ofizedland unrealized gains and losses related toderivative instruments that wi
not designated as hedging instruments includedhiarancome (expense) in our condensed consolidatgdments of operations for the tt
and six months ended June 30, 2015 and 2014 (dotiaunts in thousands) :

Three Months Ended June 30,

2015 2014
Realized Unrealized Realized Unrealized
Gains Gains Gains Gains

(Losses) (Losses) (Losses) (Losses)
TBA Securities $ (2,249 $ (2,749 $ 4,04C $ 2,28:
Eurodollar futures!) (1,039 18t (22¢) (51¢)
Interest rate swaps — 90 — —
Swaptions — 51€ — (329
U.S. Treasury and Interest rate swap futures atidrep (1,167 1,35(C (2,487) (2,106
Total $ (4,442 $ (608) $ 133 $ (665)

Six Months Ended June 30,

2015 2014
Realized Unrealized Realized Unrealized
Gains Gains Gains Gains

(Losses) (Losses) (Losses) (Losses)
TBA Securities $ 587 $ (2,095 $ 7,35¢ % 2,547
Eurodollar futures?) (1,279 (1,389 (1,439 20¢
Interest rate swaps — (29) — —
Swaptions — (41) — (842)
U.S. Treasury and Interest rate swap futures atidrep (2,61)) (1,707) (2,520 (5,239
Total $ (3,30) $ (5,260 $ 3,39C $ (3,320

@At June 30, 2015, the Eurodollar futures consis,8b1 contracts with expiration dates ranging leetwSeptember 2015 and September
2017.
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The use of TBAs exposes the Company to market wadlie as the market value of the securities that@ompany is required
purchase pursuant to a TBA transaction may detlelew the agreedpon purchase price. Conversely, the market valubeosecurities th
the Company is required to sell pursuant to a TB#gaction may increase above the agreed upompsete At June 30, 2015 and Decen
31, 2014, our condensed consolidated balance sinekide TBA+elated liabilities of $302.1 million and $283.5lkon included in payable fi
securities purchased, respectively. Open TBA pwesand sales involving the same counterparty, saraerlying deliverable and the se
settlement date are reflected in our condensedotidaged financial statements on a net basis. TBRsamounting to approximately $8
million were netted against TBA purchases amountmgpproximately $388.9 million at June 30, 20IBere was no netting of TBA sa
against TBA purchases at December 31, 2014.

The following table presents the fair value of dative instruments designated as hedging instrusnantl their location in tl
Company’s accompanying condensed consolidated dmlgineets alune 30, 2015 and December 31, 2014, respectideljat amounts i
thousands):

Derivatives Designated Total Notional June 30, December 31,

as Hedging Instruments Balance Sheet Location Amount 2015 2014
Interest Rate Swaps Derivative liability $ 245,000 $ 261 $ —
Interest Rate Swaps Derivative asset 105,00( 232 —
Interest Rate Swaps Derivative asset 350,00( — 1,13¢

The following table presents the impact of the Camyps derivative instruments on the Companyaccumulated oth
comprehensive income for the six months ended 30n2015 and 2014, respectively (dollar amounthdusands):

Six Months Ended June 30,

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

Balance at beginning of the period $ 1,13t % 2,041
Unrealized (loss) on interest rate swaps (1,169) (1,330
Balance at end of the period $ (28 $ 711

The Company estimates that over the next 12 momjsroximately $1.0 million of the net unrealizeadres on the interest re
swaps will be reclassified from accumulated otrmprehensive income (loss) into earnings.

The following table details the impact of the Comyga interest rate swaps, except interest swaps iedlud our Agency It
portfolio, designated as hedging instruments inetldn interest expense for the three and six moetidedJune 30, 2015 and 20
respectively (dollar amounts in thousands):

Three Months Ended June
30, Six Months Ended June 30,
2015 2014 2015 2014

Interest income
Interest expense-investment securities $ 43¢ 3 46 3 89C $ 92t

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

The Company documents its rislanagement policies, including objectives and sgjias, as they relate to its hedging activitiesl
upon entering into hedging transactions, documetiks relationship between the hedging instrument dhd hedged liabilit
contemporaneously. The Company assesses, bottcegition of a hedge and on an on-going basis, whaihenot the hedge ishfghly
effective” when using the matched term basis.
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The Company discontinues hedge accounting on g@ctise basis and recognizes changes in the fdirevidorough earning
when: (i) it is determined that the derivativenis longer effective in offsetting cash flows of ediged item (including forecasted transactic
(ii) it is no longer probable that the forecasteghsaction will occur; or (iii) it is determinedathdesignating the derivative as a hedge
longer appropriate. The Company’s derivative insteats are carried on the Companipalance sheets at fair value, as assets, iffdieivalue
is positive, or as liabilities, if their fair valus negative. For the Company’s derivative instroteghat are designated as “cash flow hedge:
changes in their fair value are recorded in accatedl| other comprehensive income (loss), providatittie hedges are effective. A chanc
fair value for any ineffective amount of the Compan derivative instruments would be recognized inniegs. The Company has
recognized any change in the value of its existiegivative instruments designated as cash flow égdbrough earnings as a resul
ineffectiveness of any of its hedges.

The following table presents information about @@mpany’s interest rate swaps as of June 30, 20d9&cember 31, 2014,
respectively (dollar amounts in thousands):

June 30, 2015
Weighted Average

December 31, 2014
Weighted Average

Notional Fixed Pay Notional Fixed Pay

Maturity () Amount Interest Rate Amount Interest Rate
Within 30 Days $ 20,00( 042% $ — —%
Over 30 days to 3 months 75,00( 0.4¢ — —
Over 3 months to 6 months 40,00( 0.3¢ — —
Over 6 months to 12 months — — 135,00( 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( 2.2 10,00( 2.2F

Total $ 360,00( 0.7°% $ 360,00( 0.7%%

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

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

The Company is required to pledge assets underladsal margin arrangement, including either cashAgency RMBS, ¢
collateral for its interest rate swaps, futurestemts and TBAs, whose collateral requirements bgrgounterparty and change over time b
on the market value, notional amount, and remaitengn of the agreement. In the event the Companyable to meet a margin call under
of its agreements, thereby causing an event ofutteda triggering an early termination event undee of its agreements, the counterpar
such agreement may have the option to terminatef @llich counterpartg’ outstanding transactions with the Company. Iritesd under thi
scenario, any close-out amount due to the countgrppon termination of the counterpagyttansactions would be immediately payable b
Company pursuant to the applicable agreement. Cidmpany believes it was in compliance with all nramgquirements under its agreem
as of June 30, 2015 and December 31, 2014. The &oniad $10.8 million and $11.4 million of resteidtcash related to margin posted fc
agreements as of June 30, 2015 and December 34, @kpectively. The restricted cash held by tpadties is included in receivables .
other assets in the accompanying condensed coatalithalance sheets.
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9. Financing Arrangements, Portfad Investments

The Company finances its portfolio investments wathcombination of repurchase agreements and Fedknale Loan Ban
advances. The Company has entered into repurclasenaents with third party financial institutionadathe Compang wholly owne:
subsidiary, GLIH, as a member of the FHLBI, haseascto a variety of products and services offengdhle FHLBI, including securt
advances. These financing arrangements are srartborrowings that bear interest rates typichdiged on a spread to LIBOR, and are se:
by the securities which they finance.

At June 30, 2015, the Company had repurchase agréemwith an outstanding balance of $464.5 milkoml a weighted avers
interest rate of 0.48%. At December 31, 2014,Gbenpany had repurchase agreements with an outsgabdiance of $652.0 million ant
weighted average interest rate of 0.43%.

As of June 30, 2015, GLIH had $121 million in oateling secured advances with a weighted averagewnog rate of 0.27%, ai
had an additional $79 million of available uncontadtcapacity for borrowings, which may be adjustethe sole discretion of the FHLBI. 1
ability to borrow from the FHLBI is subject to ti@ompanys continued creditworthiness, pledging of suffitiefigible collateral to secu
advances, and compliance with certain agreemetitstihé FHLBI. Each advance requires approval byRHEBI and is secured by collatera
accordance with the FHLB'credit and collateral guidelines, as may be eglvfsom time to time by the FHLBI. Eligible collagd may includ
Agency RMBS and certain non-Agency RMBS with amgtiof A and above, conventional4lfamily residential mortgage loans i
commercial real estate loans. Investment secumtiedlable for sale with a carrying value of $12fBlion at June 30, 2015, are pledge!
restricted as collateral for the future paymenigatiions of FHLBI advances. The FHLBI advances badtractual maturities within 30 de
from June 30, 2015.

The FHLBI retains the right to mark the underlycalateral for FHLBI advances to fair value. A retlon in the value of pledg
assets would require the Company to provide additigollateral. In addition, as a condition to memghip in the FHLBI, the Company
required to purchase and hold a certain amountaf&F stock, which is based, in part, upon the aansling principal balance of advances f
the FHLBI. At June 30, 2015, the Company had siacthe FHLBI totaling $5.4 million, which is incled in other assets on the conde
consolidated balance sheet. FHLBI stock is coneiiarnon-marketable, lorigrm investment, is carried at cost and is suligegcoverabilit
testing under applicable accounting standards. Jtoisk can only be redeemed or sold at its pareyvauad only to the FHLBI. According
when evaluating FHLBI stock for impairment, the Gmany considers the ultimate recoverability of the palue rather than recogniz
temporary declines in value. As of June 30, 20i®&,Gompany had not recognized an impairment chatgted to its FHLBI stock.

The following table presents detailed informatidioat the Companyg borrowings under financing arrangements, inclgdibiLBI
advances and associated assets pledged as cobatdwae 30, 2015 and December 31, 2014 (dollauats in thousands):

June 30, 2015 December 31, 2014
Amortized Amortized
Outstanding  Fair Value of Cost Outstanding  Fair Value of Cost

Financing Collateral Of Collateral Financing Collateral Of Collateral

Arrangements Pledged Pledged Arrangements Pledged Pledged
Agency ARMs $ 240,06. $ 155,15¢ $ 156,38 $ 171,85. $ 181,69: $ 183,34
Agency Fixed Rate 284,05: 402,31 413,36 413,19¢ 437,00: 446,85:
Agency 10s/U.S. Treasury Securities 61,37¢ 87,31: 95,14¢ 66,91« 83,98t 95,12¢
Balance at end of the period $ 585,49: $ 644,78 $ 664,90 $ 651,96! $ 702,68 $ 725,32.

As of June 30, 2015 and December 31, 2014, theageedays to maturity for financing arrangementgluting FHLBI
advances were 23 days and 26 days, respectivety. CbBmpanys accrued interest payable on outstanding finanamangements, includi
FHLBI advances at June 30, 2015 and December 34 @Mounts to $0.3 million and $0.3 million, redpedy, and is included in accru
expenses and other liabilities on the Company’sleosed consolidated balance sheets.
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The following table presents contractual maturitformation about the Comparsybutstanding financing arrangements, inclu
FHLBI advances at June 30, 2015 and December 34, @ibllar amounts in thousands):

June 30, December 31,
Contractual Maturity 2015 2014
Within 30 days $ 505,15¢ $ 157,00t
Over 30 days to 90 days 80,33: 494,95
Over 90 days —
Total $ 585,49. $ 651,96!

As of June 30, 2015, the outstanding balance uodefinancing arrangements was funded at an advateeof 93.1% that impli
an average haircut of 6.9%. The weighted averagéciit” related to our repurchase agreement financing diorAgency RMBS (excludir
Agency 10s) and Agency I0s was approximately 5% 25ih.

In the event we are unable to obtain sufficiemrsterm financing through existing financings arrangets, or our lenders start
require additional collateral, we may have to ldate our investment securities at a disadvantaggmes which could result in losses. £
losses resulting from the disposition of our inugsht securities in this manner could have a matadizerse effect on our operating results
net profitability. At June 30, 2015 and December&114, the Company had financing arrangements évihd 10 counterparties, respectiv
As of June 30, 2015 and December 31, 2014, we bambunterparties where the amount at risk was aegx of 5% of StockholderEquity.
The amount at risk is defined as the fair valueseéurities pledged as collateral to the financingragement in excess of the financ
arrangement liability.

As of June 30, 2015, the Company had $106.5 mililonash and $172.9 million in unencumbered invesinsecurities to me
additional haircut or market valuation requirememtsluding $90.5 million of RMBS, of which $88.8ilfiron are Agency RMBS, and $8:
million of multi-family CMBS (which represents the net fair valueceftain first loss tranche PO securities and/oage 10s issued by certe
K-Series securitizations included in the ConsobdaK-Series). The $106.5 million of cash, the $90.5iomillin RMBS, the $82.4 million
CMBS, and the $38.4 million held in overnight defos our Agency 10 portfolio included in restrct cash (that is available to meet ma
calls as it relates to our Agency 10 portfolio firtdhg arrangements), which collectively represehB8% of our financing arrangements,
liquid and could be monetized to pay down or cellalize the liability immediately.

10. Financing Arrangements, DistresseRlesidential Mortgage Loans

On December 16, 2014, the Company entered intostemeepurchase agreement with Deutsche Bank A@mnm@a Islands Brant
in an aggregate principal amount of up to $260.0ianj to fund a portion of the purchase price op@ol of distressed residential mortg
loans. The outstanding balance on this master cepse agreement as of June 30, 2015 and Decempb20B4 amounts to approximat
$236.9 million and $238.9 million, respectively,ab@g interest at one month LIBOR plus 2.50% (2.6884 2.66% at June 30, 2015
December 31, 2014, respectively) and expires oreéer 17, 2015.

During the term of this master repurchase agreemeoteeds from the pool of distressed resideni@itgage loans will be appli
to pay any price differential and to reduce theraggte repurchase price of the collateral. Thenfiiveg under the master repurchase agree
is subject to margin calls to the extent the maxedtie of the pool of distressed residential mayggdans falls below specified levels
repurchase may be accelerated upon an event ofildefader the master repurchase agreement. Theemgiurchase agreement cont
contain various covenants, including among otherg) to maintain certain levels of net worth, ldjty and leverage ratios. The Compan
in compliance with such covenants as of Augus0852

11. Residential Collateralized Debt Qigations

The Company’s Residential CDOs, which are recomediabilities on the Comparg/'condensed consolidated balance sheet
secured by ARM loans pledged as collateral, whighracorded as assets of the Company. As of Jun203® and December 31, 2014,
Company had Residential CDOs outstanding of $188lBn and $145.5 million, respectively. As of JuB80, 2015 and December 31, 2(
the current weighted average interest rate on tRes@&lential CDOs was 0.57%. The Residential CD®<allateralized by ARM loans witt
principal balance of $140.6 million and $152.3 il at June 30, 2015 and December 31, 2014, regelgctThe Company retained the ow
trust certificates, or residual interest for theseuritizations, and, as of June 30, 2015 and Deeell, 2014, had a net investment in
residential securitization trusts of $5.1 milliomda$5.6 million, respectively.
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12. Subordinated Debentures

Subordinated debentures are trust preferred sesuthat are fully guaranteed by the Company wétspect to distributions a
amounts payable upon liquidation, redemption oayepent. The following table summarizes the key ittetsf the Company subordinate
debentures as of June 30, 2015 and December 34 (@6llar 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 plt Three month LIBOR plt
3.75%, resetting quarte 3.95%, resetting quarte
Scheduled maturity March 30, 203 October 30, 20z

As of August 6, 2015, the Company has not beerfiedtiand is not aware, of any event of defaultamithe covenants for t
subordinated debentures.

13. Commitments and Contingencies

Loans Sold to Third Parties The Company sold its mortgage lending businessanci2007. In the normal course of busines:
Company is obligated to repurchase loans basedatations of representations and warranties inltla® sale agreements. The Company
not repurchase any loans during the six monthsceddee 30, 2015.

Outstanding Litigation The Company is at times subject to various legat@edings arising in the ordinary course of businAs
of June 30, 2015, the Company does not believe thyabfits current legal proceedings, individuallyiorthe aggregate, will have a mate
adverse effect on the Company’s operations, firdmcindition or cash flows.

14. Fair Value of Financial Instrumerg

The Company has established and documented pescissdetermining fair values. Fair value is lobgpon quoted market pric
where available. If listed prices or quotes areawailable, then fair value is based upon intéyndé¢veloped models that primarily use ing
that are market-based or independently-sourcedehpdtameters, including interest rate yield curves

A financial instrumens categorization within the valuation hierarchp&sed upon the lowest level of input that is sigaiit to thi
fair value measurement. The three levels of valnatierarchy are defined as follows:

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

Level 2- inputs to the valuation methodology include qugtedes for similar assets and liabilities in actiarkets, and inputs tt
are observable for the asset or liability, eitheeatly or indirectly, for substantially the fukktm of the financial instrument.

Level 3- inputs to the valuation methodology are unobdaesand significant to the fair value measurement.
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The following describes the valuation methodologised for the Compang‘financial instruments measured at fair valuayal as

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

a.

Investment Securities Available for Sale (RN, U.S. Treasury Securities and CLOs)Fair value for the RMBS in our portfolio ¢
valued using a thirgharty pricing service or are based on quoted priwesided by dealers who make markets in similaariicia
instruments. The dealers will incorporate commomk®iapricing methods, including a spread measurérntethe Treasury curve
interest rate swap curve as well as underlying atttaristics of the particular security includingupon, periodic and life caj
collateral type, rate reset period and seasoniragerof the security. If quoted prices for a segwaie not reasonably available frol
dealer, the security will be massified as a Level 3 security and, as a resudinagement will determine the fair value base
characteristics of the security that the Comparceikes from the issuer and based on available mamkaermation. Manageme
reviews all prices used in determining valuatiorettsure they represent current market conditiohgs fleview includes surveyi
similar market transactions, comparisons to intepeising models as well as offerings of like seéties by dealers. The Compar
investment securities that are comprised of RMB8& @hOs are valued based upon readily observabl&ehg@arameters and
classified as Level 2 fair values. The Company'S.U.reasury securities are classified as Levelrivédues.

. Investment Securities Available for Sale (CM — As the Company CMBS investments are comprised of securitiesvitich ther

are not substantially similar securities that tr&@guently, the Company classifies these secara®Level 3 fair values. Fair value
the Companys CMBS investments is based on an internal valoatiodel that considers expected cash flows fromutiaerlying
loans and yields required by market participante $ignificant unobservable inputs used in the oreamsent of these investments
projected losses of certain identified loans witthia pool of loans and a discount rate. The discate used in determining fair va
incorporates default rate, loss severity and ctrnearket interest rates. The discount rate ranga® #.2% to 10.1%. Significa
increases or decreases in these inputs would resalsignificantly lower or higher fair value measment.

. Multi-Family Loans Held in Securitization Trusts Multi-family loans held in securitization trusts are meleal at fair value ar

classified as Level 3 fair values. Fair value isdshon an internal valuation model that considerseeted cash flows from t
underlying loans and yields required by marketipgants. The significant unobservable inputs usethe measurement of the
investments are discount rates. The discount rag¢el in determining fair value incorporates defaate, loss severity and curr
market interest rates. The discount rate rangas 0% to 5.5%. Significant increases or decreases in these inpotgd result in
significantly lower or higher fair value measurermen

. Derivative Instrument— The fair value of interest rate swaps, swaptiopsioas and TBAs are based on dealer quotes. Thedhie

of future contracts are based on exchange-tradedspiThe Company’s derivatives are classifiedesL1 or Level 2 fair values.

. Multi-Family CDOs —Multi-Family collateralized debt obligations are recordedhir value and classified as Level 3 fair valu€he

fair value of Multifamily CDOs is determined using a third party pricservice or are based on quoted prices provigletealers wh
make markets in similar financial instruments. Tdealers will consider contractual cash payments yaeldls expected by marl
participants. Dealers also incorporate common ntapkieing methods, including a spread measuremerthé Treasury curve
interest rate swap curve as well as underlying agtaristics of the particular security includingupon, periodic and life caj
collateral type, rate reset period and seasoniragerof the security. The Company’s Md#tmily CDOs are classified as Level 3
values.
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The following table presents the Compafihancial instruments measured at fair value oecarring basis as of June 30, 2015
December 31, 2014, respectively, on the Compargrisiensed consolidated balance sheets (dollar asmoutitousands):

Measured at Fair Value on a Recurring Basis at

June 30, 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
available for sale:
Agency RMBS $ — $ 723600 $ — $ 723600 $ — $ 77950 $ — $ 779,50!
Non-Agency RMBS — 1,72( — 1,72( — 1,93¢ — 1,93¢
CLOs — — — — — 35,20: — 35,20:
U.S. Treasury Securities 10,00( — — 10,00( — — — —
Investment securities
available for sale held in
securitization trusts:
CMBS — — 40,21" 40,21; — — 38,59 38,59
Multi-family loans held in
securitization trusts — — 7,235,32 7,235,322 — — 8,365,51: 8,365,51.
Derivative assets:
TBA Securities — 300,67+ — 300,67 — 284,97: — 284,97.
Options on U.S. Treasur
futures 3 — — 3 92 — — 92
U.S. Treasury futures — — — — 37¢ — — 37¢
Interest rate swaps — 23¢ — 23% — 1,13¢ — 1,13¢
Swaptions — 1,90 — 1,90 — 2,27: — 2,27:
Total $ 10,000 $1,028,13 $7,275,54 $8,313,68 $ 471 $1,105,021 $8,404,10: $9,509,60!
Liabilities carried at fair
value
Multi-family collateralized
debt obligations $ — % — $6,932,09. $6,932,09. $ — $ — $8,048,05. $8,048,05:
Derivative liabilities:
U.S. Treasury futures 69 — — 69 — — — —
Eurodollar futures 2,28¢ — — 2,28¢ 90cC — — 90C
Interest rate swaps — 521 — 521 — 232 — 232
Interest rate swap future 1,53¢ — — 1,53¢ 331 — — 331
Total $ 3,89C % 521 $6,932,09. $6,936,50. $ 1,231 $ 23z $8,048,05. $8,049,51

The following table details changes in valuationtfte Level 3 assets for the six months ended 30n2015 and 2014, respectiv
(amounts in thousands):

Level 3 Assets:

Six Months Ended June 30,

2015 201 4

Balance at beginning of period $ 8,404,100 $ 8,203,601
Total gains/(losses) (realized/unrealized)

Included in earning€) (15,756 318,42

Included in other comprehensive income 422 8,40:
Sales?) (1,075,52) —
Paydowns (37,700 (33,669
Sale of real estate owned — (3,38%)
Balance at the end of period $ 7,275,554 $ 8,493,37

@ Amounts included in interest income from multi-féyripans held in securitization trusts , unrealigeiéh on multi-family loans and

debt held in securitization trusts, net and gaimleconsolidation.

@



In February 2015, the Company sold a first lossse€urity from one of the Company’s Consolidate®&ies securitizations obtain
total proceeds of approximately $44.3 million aedlizing a gain of approximately $1.5 million. Téale resulted in a desnsolidatiol
of $1.1 billion in Multi-Family loans held in a sertization trust and $1.0 billion in Multi-FamilgDOs.
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The following table details changes in valuatiom fbe Level 3 liabilities for the six months endédne 30, 2015 and 20.
respectively (amounts in thousands):

Level 3 Liabilities:
Six Months Ended June 30,

2015 2014

Balance at beginning of period $ 8,048,05. $ 7,871,021
Total gains/(losses) (realized/unrealized)

Included in earning€) (46,999 280,30:

Included in other comprehensive income — —
Sales? (1,031,26)) —
Paydowns (37,699 (37,059
Balance at the end of period $ 6,932,09. $ 8,114,27

D Amounts included in interest expense on multi-fgnoibllateralized debt obligations and unrealizethgm multifamily loans and de

held in securitization trusts, net.

In February 2015, the Company sold a first lossge€urity from one of the Company’s Consolidate®dties securitizations obtain
total proceeds of approximately $44.3 million ardlizing a gain of approximately $1.5 million. Té&le resulted in a desnsolidation ¢
$1.1 billion in Multi-Family loans held in a sectization trust and $1.0 billion in Multi-Family CD£

@

The following table details the changes in unrealigains (losses) included in earnings for our L8vassets and liabilities for t
three and six months ended June 30, 2015 and 28dgkctively (dollar amounts in thousands):

Three Months Ended June

30, Six Months Ended June 30,
2015 2014 2015 2014
Change in unrealized (losses)gains — assets $ (136,70) $ 197,24¢ $ (305 $ 340,69(
Change in unrealized gains(losses) — liabilities 142,11¢ (177,229 19,35: (315,749
Net change in unrealized gains included in earnfogassets an
liabilities $ 541t $ 20,01¢ $ 19,04¢ $ 24,94t

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

The following table presents assets measured avéhie on a nomecurring basis as of June 30, 2015 and Decemhe2®B4
respectively, on the condensed consolidated balstmeets (dollar amounts in thousands):

Assets Measured at Fair Value on a Non-Recurring Bas at
June 30, 2015 December 31, 2014
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Residential mortgage loan

held in securitization

trusts — impaired loans

(net) $ — % — $ 1021 $ 1021 % — 3 — % 9,32 % 9,32
Real estate owned held in

residential securitization

trusts — — 41C 41C — — 96t 96t
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The following table presents gains(losses) incuifdassets measured at fair value on a maoHring basis for the three and
months ended June 30, 2015 and 2014, respectioBlyhe Companyg condensed consolidated statements of operatimilar( amounts i
thousands):

Three Months Ended June Six Months Ended June 30,
30,
2015 2014 2015 2014

Residential mortgage loans held in securitizatrosts — impaired loans
(net) $ (345) $ (350) $ (65€) $ (367)
Real estate owned held in residential securitipatiosts — 31 26 (59)

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

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

The following table presents the carrying value astimated fair value of the Compasyinancial instruments at June 30, 2015
December 31, 2014, respectively, (dollar amounthdusands):

June 30, 2015 December 31, 2014
Fair Value
Hierarchy Carrying Estimated Carrying Estimated
Level Value Fair Value Value Fair Value

Financial Assets:
Cash and cash equivalents Levell $ 106,46. $ 106,46. $ 75,59¢ $ 75,59¢
Investment securities available for sale Level 1 or 2 735,32 735,32( 816,64° 816,64
Investment securities available for sale, at faiue held in

securitization trusts Level 3 40,21° 40,21% 38,59¢ 38,59«
Residential mortgage loans held in securitizatiosts (net) Level 3 137,44 125,68 149,61« 135,24:
Distressed residential mortgage loans (fet) Level 3 580,54( 598,11: 582,69 599,18:
Multi-family loans held in securitization trusts Level 3 7,235,322 7,235,32! 8,365,51: 8,365,51.
Derivative assets Level 1 or 2 302,81 302,81 288,85( 288,85(
Mortgage loans held for sale (n€) Level 3 2,471 2,52¢ 7,71z 7,71z
First mortgage loan@ Level 3 10,47¢ 10,88 9,544 9,83:
Mezzanine loan and equity investmef@ts Level 3 93,05¢ 93,41: 66,95 67,23
Receivable for securities sold Level 1 34,73 34,73 — —
Financial Liabilities:
Financing arrangements, portfolio investments Level2 $ 585,49: $ 585,49. $ 651,96! $ 651,96!
Financing arrangements, distressed residentialgaget

loans Level 2 236,90t 236,90t 238,94¢ 238,94¢
Residential collateralized debt obligations Level 3 133,25t 119,18t 145,54. 130,91¢
Multi-family collateralized debt obligations Level 3 6,932,09; 6,932,009 8,048,05: 8,048,05:
Securitized debt Level 3 191,68t¢ 198,31! 232,87 240,34:
Derivative liabilities Level 1 or z 4,411 4,411 1,46 1,46:
Payable for securities purchased Level 1 302,32: 302,32: 283,53 283,53
Subordinated debentures Level 3 45,00( 37,47 45,00( 36,53

(M Includes distressed residential mortgage loans inedécuritization trusts with a carrying value amting to approximately $201.4 milli
and $221.6 million at June 30, 2015 and Decembef@14, respectively and distressed residentiakgage loans with a carrying va
amounting to approximately $379.1 million and $36rillion at June 30, 2015 and December 31, 204shectively.

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

a. Cash and cash equivalentskstimated fair value approximates the carrying @afisuch assets.

b . Residential mortgage loans held in securitizatinrsts (net— Residential mortgage loans held in the securitiratiusts are recorded
amortized cost. Fair value is based on an interalalation model that considers the aggregated cteistics of groups of loans such
but not limited to, collateral type, index, intereste, margin, length of fixetate period, life cap, periodic cap, underwritingnslards, ac
and credit estimated using the estimated markeegifior similar types of loans.

c. Distressed residential mortgage loans (r— Fair value is estimated using pricing models takirig consideration current interest ra
loan amount, payment status and property type famedasts of future interest rates, home pricesprogerty values, prepayment spe
default, loss severities, and actual purchasesaled of similar loans.

d. Receivable for securities sc— Estimated fair value approximates the carrying @alfisuch assets

e . Mortgage loans held for sale (ne The fair value of mortgage loans held for sale)(ae estimated by the Company based on the
that would be received if the loans were sold asle/foans taking into consideration the aggregatestacteristics of the loans such
but not limited to, collateral type, index, intereate, margin, length of fixed interest rate périlife time cap, periodic cap, underwrit
standards, age and credit.

f.  First mortgage loan and mezzanine loan and equigstment— Estimated fair value is determined by both markehparable pricin
and discounted cash flows. The discounted castsflme based on the underlying contractual cashsfenvd estimated changes in ma
yields. The fair value also reflects consideratibgchanges in credit risk since the originatiortiore of initial investment

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

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

i. Securitized debt The fair value of securitized debt is based @ealinted cash flows using management’s estimatadoket yields.
j. Payable for securities purchas— Estimated fair value approximates the carrying ®afisuch liabilities.
k. Subordinated debentures Fhe fair value of these subordinated debenturdsaged on discounted cash flows using managemel
estimate for market yields.
15. Stockholders’ Equity
(a) Dividends on Preferred Stor
The Company had 200,000,000 authorized sharese®érped stock, par value $0.01 per share, with @D and 3,000,000 sha

issued and outstanding as of June 30, 2015 andhibere31, 2014.

On June 4, 2013, the Company issued 3,000,000 slwdr&.75% Series B Cumulative Redeemable PrefeBtedk (‘Series |
Preferred Stock™)with a par value of $0.01 per share and a liquidapreference of $25 per share, in an underwriitdslic offering, for ne
proceeds of approximately $72.4 million, after detthg underwriting discounts and offering expenséss of June 30, 2015 and Decembel
2014, there were 6,000,000 and 3,450,000 shar§srids B Preferred Stock authorized, respectividig. Series B Preferred Stock is entitle
receive a dividend at a rate of 7.75% per yeather25 liquidation preference and is senior tocthmon stock with respect to dividends
distribution of assets upon liquidation, dissolatar winding up.
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On April 22, 2015, the Company issued 3,600,000eshaf 7.875% Series C Cumulative Redeemable Peefedtock (Series (
Preferred Stock”)with a par value of $0.01 per share and a liquishafireference of $25 per share, in an underwrittdslic offering, for ne
proceeds of approximately $86.9 million, after detthg underwriting discounts and offering expensis.of June 30, 2015, there w
4,140,000 shares of Series C Preferred Stock daméltbrThe Series C Preferred Stock is entitledeteive a dividend at a rate of 7.875%
year on the $25 liquidation preference and is gelmidhe common stock with respect to dividends distfibution of assets upon liquidati
dissolution or winding up.

The Series B Preferred Stock and Series C Pref&tack generally do not have any voting rightsjecttto an exception in the ev
the Company fails to pay dividends on such stoecksfo or more quarterly periods (whether or notsemutive). Under such circumstan
holders of the Series B Preferred Stock and S&i&seferred Stock, voting together as a singlesclgith the holders of all other classe:
series of our preferred stock upon which like vgtiights have been conferred and are exercisalblevaich are entitled to vote as a class
the Series B Preferred Stock and Series C Pref&tack, will be entitled to vote to elect two adalial directors to the ComparsyBoard ¢
Directors (the “Board”until all unpaid dividends have been paid or dexdaand set apart for payment. In addition, centaaterial and adver
changes to the terms of the Series B Preferreck@tod Series C Preferred Stock cannot be made wtithe affirmative vote of holders of
least two-thirds of the outstanding shares of SeBi®referred Stock and Series C Preferred Stock.

The Series B Preferred Stock and Series C Pref&teck are not redeemable by the Company prioube 3, 2018 and April 2
2020, respectively, except under circumstancesid@e to preserve the Compasyjualification as a REIT and except upon the aenze of
Change of Control (as defined in the Articles Sepptntary designating the Series B Preferred Stock Qeries C Preferred Sto
respectively). On and after June 4, 2018 and A#jl2020, the Company may, at its option, redeesrSiries B Preferred Stock and Seri
Preferred Stock, respectively, in whole or in pattany time or from time to time, for cash at demaption price equal to $25.00 per share,
any accumulated and unpaid dividends.

In addition, upon the occurrence of a Change oft@bnthe Company may, at its option, redeem theeSeB Preferred Stock a
Series C Preferred Stock, in whole or in part, imith20 days after the first date, on which such rgjeaof Control occurred, for cash ¢
redemption price of $25.00 per share, plus anyraatated and unpaid dividends.

The Series B Preferred Stock and Series C Pref&teck has no stated maturity, is not subject tp sinking fund or mandato
redemption and will remain outstanding indefinitalyless repurchased or redeemed by the Compargneexed into the Compars/fcommo
stock in connection with a Change of Control by hbéders of the Series B Preferred Stock and Sé&rieseferred Stock.

Upon the occurrence of a Change of Control, eadtteh@f Series B Preferred Stock and Series C RezfeStock will have the rig
(unless the Company has exercised its right toeredine Series B Preferred Stock or Series C Pesfe&3tock, respectively) to convert som
all of the Series B Preferred Stock or Series GePred Stock held by such holder into a numberhairas of our common stock per shar
Series B Preferred Stock or Series C PreferredkStetermined by a formula, in each case, on thregemnd subject to the conditions descr
in the Articles Supplementary.
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From the time of original issuance of the SeriePrgferred Stock through June 30, 2015, the Compasydeclared and paid
required quarterly dividends on such stock. Thiofaihg table presents the relevant dates with retsigequarterly cash dividends on the Se
B Preferred Stock from January 1, 2014 through Bie€015 and cash dividends on Series C Pref@&teck from issuance through June
2015:

Series B Preferred Stock Series C Preferred Stock
Cash Cash
Declaration Record Payment Dividend Declaration Record Payment Dividend
Date Date Date Per Share Date Date Date Per Share
June 18, July 1, July 15, June 18, July 1, July 15,
2015 2015 2015 $ 0.48437 2015 2015 2015 $ 0.4539:(1)
March 18, April 1, April 15,
2015 2015 2015 $ 0.48437 — — — —
December 12, January 1, January 15,
2014 2015 2015 $ 0.48437 — — — —
September 18, October 1, October 15,
2014 2014 2014 $ 0.48437 — — — —
June 18, July 1, July 15,
2014 2014 2014 $ 0.48437! — — — —
March 31, April 1, April 15,
2014 2014 2014 $ 0.48437 — — — —

@ cash dividend for the partial quarterly period thegjan on April 22, 2015 and ended on July 14, 2015
(b) Dividends on Common Sto

The following table presents cash dividends dedldng the Company on its common stock with respeatach of the quartel
periods commencing January 1, 2014 and ended JyrkO35:

Cash
Dividend
Period Declaration Date Record Date Payment Date Per Share
Second Quarter 2015 June 18, 2015 June 29, 2015 July 27, 2015 $ 0.27
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 $ 0.217
Third Quarter 2014 September 18, 2014 September 29, 2014 October 27, 2014 $ 0.2
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

(c) Public Offering of Common Sto

The table below presents information with respecshares of the Compasytommon stock issued through underwritten p
offerings during the six months ended June 30, 20hére were no underwritten public offerings ofrcoon stock during the six months en
June 30, 2015.

Share Issue Date Shares Issued Net Proceeddl)
(Amounts in Thousands)

April 7, 2014 1495 $ 109,91t
January 10, 2014 11,500 $ 75,84¢

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

On March 20, 2015, the Company entered into sepagqtity distribution agreements (collectively, tHequity Distributior
Agreements”) with each of JMP Securities LLC (“JMIRIhd MLV & Co. LLC (“MLV"), each an “Agent” and dtectively, the “Agents;
pursuant to which the Company may sell up to $1G@I0 of aggregate value of (i) shares of the Capgacommon stock, par value $0
per and (ii) shares of the CompasiBeries B Preferred Stock, from time to time tigiothe Agents. The Company has no obligation tioass
of the shares under the Equity Distribution Agreetaeand may at any time suspend solicitations dfetsounder the Equity Distributic
Agreements. During the three and six months ended 30, 2015, the Company issued 1,413,757 an®,238 shares of its common stc
respectively, under the Equity Distribution Agreerse at an average sales price of $7.79 and $i®&Sfectively, resulting in total net proce
to the Company of $10.8 million and $21.6 millisaspectively, after deducting the placement feesofAJune 30, 2015, approximately $*
million of securities remains available for issuanmder the Equity Distribution Agreements.

On March 20, 2015, in connection with the Compangkecution of the Equity Distribution Agreemenesdribed above, t
Company delivered to JMP a notice of terminatiorthef Equity Distribution Agreement dated June 1122 (the Prior Equity Distributiol
Agreement”),which termination became effective March 23, 20IBe Prior Equity Distribution Agreement provided fihe sale by tt
Company of common stock having a maximum aggregates of up to $25,000,000 from time to time throwdVP, as the Comparsyagen
During the six months ended June 30, 2015, the @Gomfssued 1,326,676 shares under the Prior Efustyibution Agreement, at an aver:
sales price of $7.89 resulting in total net prosetedthe Company of $10.3 million, after deductihg placement fees. During the term of
Prior Equity Distribution Agreement, the Companydsa total of 2,153,989 shares of its common statckn average price of $7.63 per s
pursuant to the Prior Distribution Agreement, résglin net proceeds to the Company of approxinge$&b.1 million.

16. Earnings Per Share

The Company calculates basic net income per shyadévtlling net income for the period by weightaderage shares of common si
outstanding for that period. Diluted net income phare takes into account the effect of dilutivstrimments, such as convertible prefe
stock, stock options and unvested restricted diopaance stock, but uses the average share prigbdgeriod in determining the numbe
incremental shares that are to be added to thehtegigverage number of shares outstanding. There wedbluttve instruments for the <
months ended June 30, 2015 and 2014.

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

For the Three Months Ended For the Six Months Ended

June 30, June 30,

2015 2014 2015 201 4
Numerator :
Net income attributable to common stockhol— Basic $ 21,54 % 30,32¢ $ 4363 $ 51,58
Net income attributable to common stockhol— Dilutive 21,54 30,32¢ 43,63¢ 51,58¢
Denominator:
Weighted average basic shares outstanding 109,25: 89,68¢ 107,38 82,13"
Weighted average dilutive shares outstanding 109,25 89,68¢ 107,38l 82,13%
EPS:
Basic EPS $ 0.2C $ 032 $ 041 $ 0.62
Dilutive EPS $ 0.2C $ 03¢ $ 041 $ 0.62
17. Stock Based Compensation

Pursuant to the Company’s 2010 Stock Incentive Rthe “2010 Plan”), as approved by the Companstockholders, eligib
employees, officers and directors of the Comparnetihe opportunity to acquire the Company's comstook through the award of restric
common stock, performance share awards and othgtyemyvards under the 2010 Plan. The maximum nurobehares that may be issi
under the 2010 Plan is 1,190,000.
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Of the common stock authorized at June 30, 2015Cewkmber 31, 2014, 641,238 shares and 862,512sshaspectively, we
reserved for issuance under the 2010 Plan. The @oygpdirectors have been issued 146,935 and 111,3réshinder the 2010 Plan a
June 30, 2015 and December 31, 2014, respectiValy.Companys employees have been issued 401,827 and 216 4fficted shares unc
the 2010 Plan as of June 30, 2015 and Decembe2(34, respectively. At June 30, 2015 and Decer8lie2014, there were 280,457
162,171 shares of unvested restricted stock oulistgunder the 2010 Plan.

(a) Restricted Common Stock Awa

During the three and six months ended June 30, ,2BE5Company recognized neash compensation expense on its resti
common stock awards of $0.2 million and $0.4 millioespectively. During the three and six monthdeehJune 30, 2014, the Comp
recognized norash compensation expense on its restricted constesk awards of $0.1 million and $0.2 million, respvely. Dividends ai
paid on all restricted common stock issued, whetthese shares have vested or not. In generalyasted restricted stock is forfeited upon
recipient's termination of employment. There wesdarfeitures during the six months ended June28Q@5 and 2014.

A summary of the activity of the Company's non-edstestricted stock under the 2010 Plan for thergirths endedune 30, 201
and 2014, 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 ) 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 June 30 280,45 $ 7.6% 162,17: $ 7.2¢€
Weighted-average fair value of restricted stocltgd during the period 185,65( $ i 10451 $ 7.3¢

(1) The grant date fair value of restricted stock awasdbased on the closing market price of the Camiyipacommon stoclat the grar
date.

At June 30, 2015 and 2014, the Company had unrézedjrompensation expense of $1.6 million and $dillon, respectively
related to the nomested shares of restricted common stock unde2@i€ Plan. The unrecognized compensation expenagnat30, 2015
expected to be recognized over a weighted averagedpof 2.3 years. The total fair value of res&it shares vested during the six mo
ended June 30, 2015 and 2014 was approximatelyr$llién and $0.3 million, respectively. The reqtesservice period for restricted share
issuance is three years.
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(b)  Performance Share Awari

In May, 2015, the Compensation Committee of therBad Directors approved a performance share a@/®8A”) pursuant to tr
2010 Plan to the ComparsyChairman, Chief Executive Officer and Presid@hie PSA granted consisted of 89,629 shares of constaxi
and had a grant date fair value of approximatelyl $fillion. The PSA are awards under which the nentf underlying shares of Compi
common stock that vest and that the recipient besoemtitled to receive at the time of vesting w#herally range from 0% to 200% of
target number of PSAs granted, with the target remold PSAs granted being adjusted to reflect tHeevaf the reinvestment of any dividel
declared on Company common stock during the vegi@rgpd. Vesting of these PSUs will occur at thd efithree years based on thress
TSR, as follows:

e |[fthree-year TSR is less than 33%, then 0% efRBUs will vest;

e |[f three-year TSR is greater than or equal to 28% the TSR is not in the bottom quatrtile of aeniified peer group, then
100% of the PSAs will vest;

e |If three-year TSR is greater than or equal to 288bthe TSR is in the top quartile of an identiffeeer group then 200% of
the PSAs will vest;

e |If three-year TSR is greater than or equal to 8% the TSR is in the bottom quartile of an idédipeer group then 50%
of the PSAs will vest.

The grant date fair values of PSAs were determihedugh a Monte-Carlo simulation of the Company®snmon stock total
shareholder return and the common stock total klodéder return of its peer companies to determigeniBR of the Company’s common stock
relative to its peer companies over a future peabthree years. For the 2015 PSA grant, the smipsed by the model to determine the fair
value are (i) historical stock return volatilities the Company and its peer companies over the negsint three year period, (ii) a risk free
rate based on the three year U.S. Treasury raggaom date, and (iii) historical pairwise stockuret correlations between the Company and its
peer companies over the most recent three yeardperi

Compensation expenses related to PSAs were $1@u3ahd for the three and six months ended Jun2@®&. As of June 30,
2015, there was $360.0 thousand of unrecognizeghensation cost related to unvested PSAs.

18. Income Taxes

At June 30, 2015, a wholly owned TRS of the Complaay approximately $55.9 million of net operatingd carryforwards whit
the Company does not expect to be able to utibzeffiset future taxable income. The carryforwardh @xpire between 2024 through 20
The Internal Revenue Code places certain limitation the annual amount of net operating loss cammgrds that can be utilized if cert
changes in the Comparsydwnership occur. The Company determined durid@2Bat it had undergone ownership changes wittemteanin
of Internal Revenue Code Section 382 that the Compelieves will substantially eliminate utilizatiof these net operating loss carryforwi
to offset future taxable income. In general, ifapany incurs an ownership change under SectiontB&2company's ability to utilize a |
operating loss, or NOL carryforward to offset #gable income becomes limited to a certain amoenyear.

In 2014, the Company, through its wholly owned TRBeurred net operating losses in the aggregatauatmof approximately $3
million. The Company'’s carryforward net operatingdes, which are not subject to a Section 382dtinit, will expire between 2033 and 2(
if they are not offset by future taxable income.diinally, during 2014, the Company, through otfiet® wholly owned TRSs, also incurt
approximately $3.5 million in capital losses. Then@panys carryforward capital losses will expire by 2018hiey are not offset by futu
capital gains. The Company has recorded a valuatiowance against certain deferred tax assetsra 30, 2015 as management doe:
believe that it is more likely than not that thelsderred tax assets will be realized.

The Company files income tax returns with the WeBleral government and various state and locadiaiions. The Company is
longer subject to tax examinations by tax authesitior years prior to 2011. The Company has as$etse¢ax positions for all open ye:
which includes 2011 to 2014 and concluded thaktlaee no material uncertainties to be recognized.

During the three and six months ended June 30,,286&5Company TRSs recorded approximately $1.2 million and $tikion,
respectively, of income tax expense. During theeteind six months ended June 30, 2014, the CongaR8s recorded approximately $
million and $3.6 million, respectively, of incomextexpense. The Compasyestimated taxable income differs from the fedstatutory rate :
a result of state and local taxes, non-taxable REd®me, a valuation allowance and other difference
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The components of the Company’s deferred tax assetdiabilities are as follows (dollar amountghousands):

June 30, December 31,
2015 2014

Deferred tax assets

Net operating loss carryforward $ 27,60t $ 28,70«

Net capital loss carryforward 4,52 1,592

GAAP/Tax basis differences 2,86¢ 1,75¢

Total deferred tax assdis 35,00: 32,05
Valuation allowancé?) (33,647 (30,417)
Deferred tax liabilities

Deferred tax liabilities 19z 1,04(

Total deferred tax liabilitie®) 192 1,04(
Total net deferred tax asset $ 1,16¢ $ 59¢

@ Jncluded in receivables and other assets in themapanying condensed consolidated balance sheets.
@ |ncluded in accrued expenses and other liabilitg¢he accompanying condensed consolidated bakimsets.

19. Related Party Transactions

On April 5, 2011, the Company entered into a mamayg agreement with RiverBanc, pursuant to whicheFBanc provide
investment management services to the Company. @rchv13, 2013, the Company entered into an ameadddrestated managem
agreement with RiverBanc (as amended, the “RivecBdanagement AgreementThe RiverBanc Management Agreement replaced toe
management agreement between RiverBanc and the &gymghated as of April 5, 2011. The amended anw@text agreement has an effec
date of January 1, 2013 and has a term that wiiirexon December 31, 2015, subject to automaticianmne-year renewals thereof.

As of June 30, 2015 and December 31, 2014, the @ompwned a 20% membership interest in RiverBanc.tite three and <
months ended June 30, 2015, the Company recogaippmbximately $0.1 million and $0.8 million in inoe related to its investment
RiverBanc, respectively. For the three and six mergnded June 30, 2014, the Company recognizedaptely $0.1 million and $0
million in income related to its investment in RiBanc, respectively.

RiverBanc manages an entity, RB Multifamily InvestaLC (“RBMI”), in which the Company owns, as of June 30, 201t
December 31, 2014, approximately 67% of the outhtencommon equity interests and certain preferqdity interests. Pursuant tc
management agreement between RiverBanc and thiy,eRiverBanc is entitled to receive base managenand incentive fees for
management of assets owned by RBMI. Our total imvest in RMI, which is included in receivable antther assets on the accompan
condensed consolidated balance sheets, amourpptoxamately $48.4 million and $36.6 million ashfne 30, 2015 and December 31, 2
respectively. For the three and six months ended 30, 2015, the Company recognized $1.7 milliash $2.8 million in income related to ¢
investment in RMI, respectively. For the three aindmonths ended June 30, 2014, the Company rezed)&i( 0.1) million and $@ million in
income related to our investment in RMI, respedyive

For the three and six months ended June 30, 28&5Company expensed $0.9 million and $4.8 milliorfees to RiverBan
respectively. For the three and six months endee B0, 2014, the Company expensed $1.1 million%h# million in fees to RiverBar
respectively As of June 30, 2015 and December2814, the Company had fees payable to RiverBar®0d million and $6.3 milliol
respectively, included in accrued expenses and G#islities.
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20. Subsequent Events

On July 22, 2015, the Company entered into a dmution agreement by and among the Company, RBMigiBianc Multifamily
Investors, Inc. (“RMI”), RiverBanc Multifamily LP“RMI OP”) and certain other third parties pursuant to whith €ompany agreed
contribute 100% of the Company’s common and preteaquity ownership interests in RBMI (the “Equ@gntribution”)to RMI in exchang
for an aggregate of 2,451,211 shares of RMbmmon stock. RBMI would become a subsidiary i Rpon completion of the transaction
addition, the Company entered into a contributigreament with RMI and RMI OP pursuant to which @@mpany agreed to sell to RM
portfolio of preferred equity investments (whicltlundes one preferred equity investment in a muttifg property that the Company has ur
contract to acquire) and a mezzanine loan for castsideration of approximately $28.5 million. Thansactions contemplated by
contribution agreements are subject to certainimjpsonditions, including the completion of RMlinitial public offering of RMI commc
stock.

In July 2015, we purchased pools of distressedieesial mortgage loans with an unpaid principabhaé of approximately $81
million for an aggregate purchase price of appratety $67.5 million.
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Item 2. Management's Discussion and Analysis of Financial @dition and Results of Operations
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

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

LIS " o " ou

Forwardiooking statements are based on our beliefs, assumspand expectations of our future performanaking into account ¢
information currently available to us. These balieilssumptions and expectations are subject te asll uncertainties and can change
result of many possible events or factors, nobhllvhich are known to us. If a change occurs, aisiess, financial condition, liquidity a
results of operations may vary materially from thexpressed in our forwatdeking statements. The following factors are exl®pf thos
that could cause actual results to vary from oww&dlooking statements: changes in interest rates hedrarket value of our securiti
changes in credit spreads, the impact of the doadegof the londerm credit ratings of the U.S., Fannie Mae, Freddac, and Ginnie Ma
market volatility; changes in the prepayment rateshe mortgage loans underlying our investmenur$ges; increased rates of default an
decreased recovery rates on our assets; our abilltgrrow to finance our assets; changes in gonem laws, regulations or policies affec
our business, including actions taken by the U&lefal Reserve and the U.S. Treasury and thostntetl® Fannie Mae, Freddie Mac
Ginnie Mae; our ability to maintain our qualificai as a REIT for federal tax purposes; our abibitynaintain our exemption from registrat
under the Investment Company Act of 1940, as anteratel risks associated with investing in realtestasets, including changes in busi
conditions and the general economy. These and diex; uncertainties and factors, including tisk fiactors described in this report, in P&
Item 1A — “Risk Factors” of our Annual Report onrfp10-K for the year ended December 31, 2014, mQuarterly Report on Form 1Q-for
the quarter ended March 31, 2015 and as updatedihsubsequent filings with the SEC under the ErghaAct, could cause our actual res
to differ materially from those projected in anyv@rd-looking statements we make. All forwdabking statements speak only as of the
on which they are made. New risks and uncertairgiese over time and it is not possible to prethicise events or how they may affect
Except as required by law, we are not obligatecmal do not intend to, update or revise any forwaoting statements, whether as a rest
new information, future events or otherwise.
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Defined Terms

In this Quarterly Report on Form 1Q-we refer to New York Mortgage Trust, Inc., togetivith its consolidated subsidiaries,
we,” “us,” “Company,” or “our,” unless we specifially state otherwise or the context indicates othise. We refer to our whollgwnet
taxable REIT subsidiaries as “TRSs” and our whallyned qualified REIT subsidiaries as “QRSk"addition, the following defines certain
the commonly used terms in this report: “RMBS” reféo residential mortgage-backed securities coseati of adjustableate, hybric
adjustable-rate, fixed-rate, interest only and irseeinterest only, and principal only securitieAgency RMBS'tefers to RMBS representi
interests in or obligations backed by pools of mage loans issued or guaranteed by a federally telmad corporation (“GSE”),such as th
Federal National Mortgage AssociatioFannie Mae”) or the Federal Home Loan Mortgage @oration (“Freddie Mac”), or an agency ¢
the U.S. government, such as the Government Natioatgage Association (“Ginnie Mae”); “Agency ARMsrefers to Agency RME
comprised of adjustable-rate and hybrid adjustatate RMBS; “non-Agency RMBS#¢fers to RMBS backed by prime jumbo and Altera
A-paper (“Alt-A") residential mortgage loans; “lOs'refers collectively to interest only and inverséenest only mortgagbacked securitie
that represent the right to the interest comporwdrthe cash flow from a pool of mortgage loans; &gy 10s"refers to 10s that represent
right to the interest components of the cash flmmfa pool of residential mortgage loans issuedjoaranteed by a GSE or an agency o
U.S. government; “POs” refers to mortgagpecked securities that represent the right to thegipal component of the cash flow from a poc
mortgage loans; “ARMs” refers to adjustable-ratesigential mortgage loans; “prime ARM loans” and ‘$ilential securitized loansgact
refer to prime credit quality residential ARM loaffprime ARM loans”) held in securitization trustsdistressed residential loansfefers tc
pools of performing and -performing, fixed-rate and adjustable-rate, fullynortizing, interestbnly and balloon, seasoned mortgage Ic
secured by first liens on one- to four-family prajes; “CMBS” refers to commercial mortgageacked securities comprised of comme
mortgage pas$irough securities, as well as 10 or PO securitiest represent the right to a specific componerthefcash flow from a pool
commercial mortgage loans; “multi-family CMBS” reéeto CMBS backed by commercial mortgage loans witi-family properties; “CDOs”
refers to collateralized debt obligations; “CLO” fers to collateralized loan obligation; “Consolided K-Series” referso, as of June 30, 20!
five separate Freddie Mac- sponsored multi-family loatS&ties securitizations , or as of December 31,42@1x separate Freddie Mac-
sponsored multi-family loan K-Series securitizasioof which we, or one of our special purpose iEsit(* SPEs ") ,own the first loss P
securities and certain 10 securities; “Variable émest Entity ” or “ VIE” refers to an entity in which equity investors da have th
characteristics of a controlling financial interest do not have sufficient equity at risk for theity to finance its activities without additiol
subordinated financial support from other partiesid “Consolidated VIEs'tefers to VIEs where the Company is the primanefierary, as i
has both the power to direct the activities thatstrggnificantly impact the economic performancéhef VIE and a right to receive benefits
absorb losses of the entity that could be potdgtagnificant to the VIE.

«, LT

General

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

We have endeavored to build in recent years a sifiedt investment portfolio that includes elemesitsnterest rate and credit risk,
we believe a portfolio diversified among intereater and credit risks are best suited to delivestalple cash flows over various econc
cycles. Under our investment strategy, our targaessetts currently include residential mortgagedparcluding loans sourced from distres
markets, multi-family CMBS, mezzanine loans to gmrdferred equity investments in owners of mtdtiily properties, equity and dt
securities issued by entities that invest in conuaéreal estateelated debt investments and Agency RMBS. Subjataintaining ot
qualification as a REIT, we also may opportunisglycacquire and manage various other types of nagrgelated and financial assets that
believe will compensate us appropriately for theksiassociated with them, including, without lirtida, nonAgency RMBS (which me
include 10s and POs), collateralized mortgage @lilijs and securities issued by newly originateitestial securitizations, including cre
sensitive securities from these securitizations.

We seek to achieve a balanced and diverse fundingonfinance our assets and operations. To this ee currently rely primarily ¢
a combination of shotierm borrowings, such as repurchase agreementsedetal Home Loan Bank advances with terms typicHlB0 day
(or currently, in some cases, up to one year) anddr term structured financings, such as secatibiz and resecuritization transactions, w
terms longer than one year.
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We internally manage a certain portion of our pmitf including Agency ARMs, fixed-rate Agency RMB8onAgency RMBS
CLOs and certain residential mortgage loans helseturitization trusts. In addition, as part of awrestment strategy, we also contract
certain external investment managers to manageifispasset types targeted by us. We are a partgejparate investment manager
agreements with Headlands, Midway and RiverBandh wleadlands providing investment management serwedis respect to ol
investments in certain distressed residential naggdoans, Midway providing investment managementices with respect to our investme
in Agency IOs, and RiverBanc providing investmergrnagement services with respect to our investrmamsulti-family CMBS and certa
commercial real estate-related debt investments.

Key Second Quarter 2015 Developments
Second Quarter 2015 Common Stock and Preferred Stock Dividends

On June 18, 2015, our Board of Directors declarezhalar quarterly cash dividend of $0.27 per slerommon stock for the quar
ended June 30, 2015 . The dividend was paid on2lyl2015 to our common stockholders of recordfdsioe 29, 2015.

On June 18, 2015, in accordance with the termsipfSeries B Preferred Stoclour Board of Directors declared a Series B Pre€
Stock quarterly cash dividend of $0.484375 per estidrSeries B Preferred Stock. The dividend was pai July 15, 2015 to our Serie:
Preferred stockholders of record as of July 1, 2015

Also on June 18, 2015, in accordance with the tesmseur Series C Preferred Stock, our Board of @oes declared a Series
Preferred Stock cash dividend of $0.45391 per sbfBeries C Preferred Stock for the partial qubrtegeriod that began on April 22, 2015 i
ended on July 14, 2015. The dividend was paid gn1kj 2015 to our Series C Preferred stockholdérecord as of July 1, 2015.

Public Offering of Series C Cumulative Preferred Sock

On April 22, 2015, the Company closed on an undéemr public offering of 3,600,000 shares of then@panys Series C Preferr
Stock. The issuance and sale of the Series C Redf&tock resulted in total net proceeds to the @y of approximately $86.9 million af
deduction of underwriting discounts and commissiamd estimated offering expenses.

I ssuance of Common Stock under At-the-Market Offering Programs

For the three months ended June 30, 2015, the Gonipsued and sold 1,413,757 shares of its comrtomk sit an average price
$7.79 per share under its at-the-market offerimgmams, resulting in net proceeds to the Compamppfoximately $10.8 million.

Sale of CLOs
In June 2015, we completed the sale of certain G&€lrrities, realizing a gain of approximately $3iflion.
Sales and Refinancing of Distressed Residential Mortgage Loans

During the second quarter of 2015, we sold andnaefied distressed residential mortgage loans wittaraying value, ¢
approximately $16.6 million for net proceeds of @pmately $20.2 million, which resulted in a neflized gain, before income taxes
approximately $3.6 million.

Subsequent Events

In July 2015, we entered into a Contribution Agreetnwith RiverBanc Multifamily Investors, Inc. (“RIN), RiverBanc Multifamily
LP (“RMI OP”) and certain other third parties pursuant to whitdh €ompany agreed to contribute 100% of its comarmh preferred equi
ownership interests in RB Multifamily Investors LLEERBMI”) that the Company holds to RMI in exchange for agregate of 2,451,2:
shares of RME common stock. RBMI would become a subsidiary il Rpon completion of the transaction. In addititme Company enter
into a contribution agreement with RMI and RMI OBrguant to which the Company agreed to sell to RMiortfolio of preferred equi
investments and a mezzanine loan for cash considieraf approximately $28.5 million. The transactioontemplated by the contribut
agreements are subject to certain closing conditimeluding the completion of RMI's initial offeg of RMI stock.

In July 2015, we purchased pools of distressedieasial mortgage loans with an unpaid principabheak of approximately $8:
million for an aggregate purchase price of appratety $67.5 million.

48




Current Market Conditions and Commentary

General. The U.S. economy exhibited lower U.S. real grossektic product (“GDP”growth in the first half of 2015 posting
increase of 0.6% (revised) in GDP in the first geiaof 2015, and an increase of 2.3% (advance attinin GDP during the second quarte
2015. This compares to growth of 2.2% in the fouptlarter of 2014 and the U.S. Federal Reserve grR¢dReserve”policymakers predictic
in early 2015 of 2.3% to 2.7% GDP growth for futar 2015. With the slow start in 2015, Federal Respolicymakers have reduced tl
GDP growth projections for 2015. According to mieaibf the Federal ResergeJune 2015 meeting, the central tendency projecfior GDF
growth in 2015 have been reduced to 1.8% to 2.084c{empared to 2.3% to 2.7% as of March 2015), wdsemrojections for 2016 he
remained relatively the same with projections dP2to 2.7% (as compared to 2.3% and 3.0% as of iM2045).

The labor market exhibited signs of improvemenirmuthe second quarter of 2015. According to th®.Department of Labor, t
U.S. unemployment rate at the end of June 20155:&8%%, slightly lower than the 5.5% unemploymengeras of the end of March 2015, v
total nonfarm payroll employment posting an estedatverage monthly increase of approximately 228j6Bs during the second quarte
2015 as compared to an average monthly increaappmbximately 197,000 jobs during the first quadef015 and 246,000 jobs during
year ended December 31, 2014. The lower averagehigoemployment growth numbers for the first quarté 2015 were significant
impacted by a low jobs number in March 2015, whatH.26,000 new jobs was significantly below mostgations. In addition, other sic
suggest that labor conditions are improving, allmeddestly, including that as of June 2015, the wypileyment rate and the number
unemployed persons were down by 0.8% and 1.2 mijlliespectively, from June 2014.

Federal Reserve and Monetary Polity July 2015, the Federal Reserve maintained fenirto keep the target range for the fec
funds rate between 0% and 0.25% and indicatedithdétermining how long to maintain the currengtrrange, the Federal Reserve
assess progress, both realized and expected, t®wardbjectives of maximum employment and 2% tidla Market participants genere
understand that the Federal Reserve would likedeenfiorward on raising the federal funds rate,veith continued signs of July tepid grov
and mixed economic signals in the U.S. economyudiag those signals from the labor market thatdiseussed above, and relatively
inflation risks, the bond market anticipates thattsa tightening will likely occur in the secondftaf 2015 and at a very slow pace.

Single-Family Homes and Residential Mortgage Markbe residential real estate market has shown sifjascelerating again
the first half of 2015 after decelerating throughowch of 2014, as evidenced by the 0.4% riseénI&P/Caseshiller index of home prices
20 major cities in April 2015 (as compared to Mag®i5). In addition, according to data providedtbg U.S. Department of Commet
privately-owned housing starts for single family homes avetlag seasonally adjusted annual rate of 685,000gitire second quarter of 20
as compared to 636,000 during the first quarteR@E5 and 707,700 in the year ended December 34. 20% expect the singlamily
residential real estate market to continue to imermodestly in the near term, although we belidverate of home price increases is r
likely to slow than to accelerate. Improving sinfdenily housing fundamentals should have a positiveact on the overall credit profile of
portfolio of distressed residential loans.

Multi-family Housing.Apartments and other residential rental propent@sain one of the better performing segments o
commercial real estate market. According to dateiged by the U.S. Department of Commerce, startsaltifamily homes containing fix
units or more averaged a seasonally adjusted anatgabf 476,000 during the second quarter of 2@&5ompared to 321,333 during the
quarter of 2015 and 340,800 during the year endsmeBber 31, 2014. Moreover, vacancy trends in thigi-family sector appear to be stal
According to the Multifamily Vacancy Index (“MVI")which is produced by the National Association ofntéo Builders and surveys 1
multifamily housing industng perception of vacancies, the MVI decreased thodets to 36 during the first quarter of 2015 ®ldwest leve
since fourth quarter of 2012. Strength in the mfaltnily housing sector has contributed to valuafimprovements for multiamily propertie
and, in turn, many of the multi-family CMBS that we/n. We expect the multamily sector to continue to be a strong perforinethe nez
term given the current favorable conditions for tinidmily housing in the U.S.

Credit SpreadsComparable to conditions experienced in 2014, agatbering in the first half of 2015 continues ®dhallenging
In our view, further tightening of credit spreadssHargely resulted from the continued pursuitreflit sensitive assets by a significant am
of investable capital, thereby placing upward puessn the pricing of the credit sensitive assieds te currently target. Although this tre
has had a positive impact on the value of manyefredit sensitive assets in our existing poxfatihas resulted in a more challenging cul
return environment for new investment in these taslssses, particularly for new mufamily CMBS product and distressed residential &
Given this challenging current return environmem, expect to remain selective and opportunistizvassource new credit sensitive proc
over the next couple of quarters, but remain fodusethe near term on allocating greater capitatredit sensitive assets that rely on ¢
selection rather than leverage to generate ouetdgeturns.
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Financing markets and liquiditypuring the second quarter of 2015, the bond markperienced a significant amount of volat
with the closing yield of the tepear U.S. Treasury Note trading between 1.85% ab2, settling at 2.35% at June 30, 2015, as cosapta
2.17% at December 31, 2014 and 1.94% at March @G15.2Vieanwhile shorterm interest rates have held steady for the madtduring th
first quarter of 2015. The 30-day London Interb&@fkered Rate (“LIBOR")was 0.19% at June 30, 2015, which is effectivelghamged fror
March 31, 2015.

Developments at Fannie Mae and Freddie MRayments on the Agency ARMs and fixede Agency RMBS in which we invt
are guaranteed by Fannie Mae and Freddie Mac.ditiad, although not guaranteed by Freddie Macpabur multifamily CMBS has bee
issued by securitization vehicles sponsored by diecilac and the Agency IOs we invest in are isdue&annie Mae, Freddie Mac or Gin
Mae. As broadly publicized, Fannie Mae and Fredda are presently under federal conservatorshith@dJ.S. Government continues
evaluate the future of these entities and whatttaeU.S. Government should continue to play initbesing markets in the future. Since b
placed under federal conservatorship, there haga henumber of proposals introduced, both from stigugroups and by the U.S. Congr
relating to changing the role of the U.S. governtriarthe mortgage market and reforming or elimingtFannie Mae and Freddie Mac
remains unclear how the U.S. Congress will movevéod on such reform at this time and what impdcany, this reform will have ¢
mortgage REITSs.

Significant Estimates and Critical Accounting Polidges

A summary of our critical accounting policies igluded in Item 8 of our Annual Report on FormHK @er the year ended Decem
31, 2014 and “Note 2 — Summary of Significant Aaaiing Policies” to the condensed consolidated fof@rstatements included therein.

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

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

Based on the projected cash flows from the Comggafingt loss PO multfamily CMBS purchased at a discount to par valuggrior
of the purchase discount is designated as non+abdegourchase discount or credit reserve, whictiglg mitigates the Compang’risk of los
on the mortgages collateralizing such CMBS, anubisexpected to be accreted into interest incorhe.dmount designated as a credit res
may be adjusted over time, based on the actuabqeaince of the security, its underlying collateeaitual and projected cash flow from s
collateral, economic conditions and other facttrshe performance of a security with a credit reseis more favorable than forecaste
portion of the amount designated as credit reserag be accreted into interest income over time vE€wmely, if the performance of a secu
with a credit reserve is less favorable than fastad the amount designated as credit reserve magcbeased, or impairment charges
write-downs of such securities to a new cost besidd result.

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

Fair value. The Company has established and documented prscissdetermining fair values. Fair value is basgdn quote
market prices, where available. If listed pricesqaotes are not available, then fair value is Basgon internally developed models
primarily use inputs that are market-based or iedéepntlysourced market parameters, including interestyigie curves. Such inputs to 1
valuation methodology are unobservable and sigmifido the fair value measurement. The Companyerest-only CMBS, principabdnly
CMBS, multi-family loans held in securitization §ts and multfamily CDOs are considered to be the most significaf its fair valu
estimates.
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The Company’s valuation methodologies are describhéNote 14 — Fair Value of Financial Instrumenistiuded in Part I, Item 1
this Quarterly Report on Form 10-Q.

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

Variable Interest Entities A VIE is an entity that lacks one or more of theu@cteristics of a voting interest entity. A VIEdsfinec
as an entity in which equity investors do not htheecharacteristics of a controlling financial it or do not have sufficient equity at risk
the entity to finance its activities without addital subordinated financial support from otheripartThe Company consolidates a VIE whi
is the primary beneficiary of such VIE. As primargneficiary, it has both the power to direct thavitees that most significantly impact t
economic performance of the VIE and a right to ineedenefits or absorb losses of the entity thatldde potentially significant to the VI
The Company is required to reconsider its evalnatiowhether to consolidate a VIE each reportingqguk based upon changes in the facts
circumstances pertaining to the VIE.

Loan Consolidation Reporting Requirement for Certslulti-Family K-Series SecuritizationsAs of June 30, 2015 and Decembel
2014, we owned 100% of the first loss tranche otigées of the Consolidated K-Series. The Constéd KSeries collectively represents
of June 30, 2015, five separate Freddie Mac spedsomulti-family loan KSeries securitizations, or as of December 31, 26ik4separa
Freddie Mac sponsored multi-family loan3éries securitizations, of which we, or one of 8RES, own the first loss PO securities and ce
IO securities. We determined that the Consolid&teétkries were VIEs and that we are the primary fieiaey of the Consolidated ISeries. A
a result, we are required to consolidate the Catfesteld K-Series’ underlying mulfamily loans including their liabilities, income @mexpense
in our consolidated financial statements. We hdeeted the fair value option on the assets andlilias held within the Consolidated Keries
which requires that changes in valuations in tlsetssand liabilities of the Consolidated3¢ries to be reflected in our consolidated staté i
operations.

Fair Value Option- The fair value option provides an election thab\af companies to irrevocably elect fair value foahcial asse
and liabilities on an instrument-hgstrument basis at initial recognition. Changeain value for assets and liabilities for whicle telection i
made will be recognized in earnings as they ocdire Company elected the fair value option for Aigency 10 investments and 1
Consolidated KSeries (as defined in Note 2 to our unaudited coseled consolidated financial statements includethisiQuarterly Report ¢
Form 10-Q).

Acquired Distressed Residential Mortgage Loamcquired distressed residential mortgage loans lhae evidence of deteriora
credit quality at acquisition are accounted for emédSC Subtopic 3130, "Loans and Debt Securities Acquired with Detexied Cred
Quality" ("ASC 310-30"). Under ASC 3180, the acquired loans may be aggregated and aecbfor as a pool of loans if the loans b
aggregated have common risk characteristics. A @oatcounted for as a single asset with a singheposite interest rate and an aggre
expectation of cash flows. Once a pool is assemiil&treated as if it was one loan for purposkapplying the accounting guidance

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

The Company monitors actual cash collections ag#@gexpectations, and revised cash flow expeamtatare prepared as necessal
decrease in expected cash flows in subsequentdsentay indicate that the loan pool or individuadrip as applicable, is impaired, t
requiring the establishment of an allowance fonlt@sses by a charge to the provision for loandssén increase in expected cash flow
subsequent periods initially reduces any previogsiablished allowance for loan losses by the aseren the present value of cash fl
expected to be collected, and results in a recationl of the amount of accretable yield for thenlp@ol. The adjustment of accretable yield
to an increase in expected cash flows is accountegrospectively as a change in estimate. Thetiathdil cash flows expected to be collet
are reclassified from the naecretable difference to the accretable yield, tiedamount of periodic accretion is adjusted adagig over the
remaining life of the loans in the pool or indivaldoan, as applicable.

51




Recent Accounting Pronouncements

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

Capital Allocation

The following tables set forth our allocated caplip investment type at June 30, 2015 and Decer@beP014, respectively (doll
amounts in thousands):

At June 30, 2015 :
Distressed Residentia

Agency Agency Multi- Residentia Securitizec

RMBS () I0s Family @  Loans(®) Loans(4)  Other (3) Total
Carrying value $ 609,04 $ 12455] $ 44522 $ 58498t $ 137,44( $ 5,951 $1,907,19
Liabilities:
Callable(®) (524,119 (61,379 — (236,909 — — (822,401)
Non-callable — — (83,689 (108,00¢) (133,259 (45,000 (369,949
Hedges (Net}”) 1,72¢ 5,20z — — — — 6,92¢
Cash(®) 3,36/ 39,24° 2,101 1,38¢ — 100,58t 146,68:
Other 10,86 2,94( 40 27,69¢ 94¢ 49¢ 42,99(
Net capital allocate $ 100,88t $ 11056: $ 363,67¢ $ 269,15 $ 513( $ 62,03t $ 911,44

(1) Includes both Agency ARMs and Agency fixed rate RBIB
) The Company determined it is the primary benefic@rthe Consolidated K-Series and has consolidtitedConsolidated kKseries into th
Company’s financial statements. A reconciliatiootw financial statements as of June 30, 2015vsio

Multi-family loans held in securitization trustg,fair value $ 7,235,32i
Multi-family CDOs, at fair value (6,932,09)
Net carrying value 303,23t
Investment securities available for sale, at faiue held in securitization trusts 40,21%
Total CMBS, at fair value 343,45!
First mortgage loan, mezzanine loan and prefergedyeinvestments 101,76¢
Securitized debt (83,68
Cash and other 2,141
Net Capital in Mult-Family $ 363,67¢

® Includes mortgage loans held for sale with a cagwalue of $4.5 million that is included in the @any's accompanying conden:
consolidated balance sheet in receivables and atsats.

(4) Represents our residential mortgage loans helddaritization trusts. We securitized these loar2005.

®  other includes non-Agency RMBS and loans held fmestment. Other nocallable liabilities consist of $45.0 million in Isordinate:
debentures.

(8) Includes repurchase agreements and Federal HonmeBarak Advances.

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

(8) Includes $38.4 million held in overnight depositsour Agency 10 portfolio to be used for tradingpases. Such deposit is included in
Company’s accompanying condensed consolidated ¢mkireet in receivables and other assets.
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At December 31, 2014:

Distressed Residentia

Agency Agency Multi- Residentia  Securitizec
RMBS (@) I0s Family @  Loans(®) Loans(4)  Other (5) Total
Carrying value $ 660,37: $ 119,13: $ 430,78 $ 587,86( $ 149,61 $ 41,38! $1,989,15
Liabilities:
Callable(®) (585,05)) (66,919 — (238,949 — — (890,919
Non-callable — — (83,519 (149,369 (145,54 (45,000 (423,419
Hedges (Net§?) 3,501 11,41t — — — — 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 $ 84,33 $ 107,537 $ 341,700 $ 239,30t $ 560: $ 39,44. $ 817,92

M
@

©)

()
©)

(6)
(7)
(8)

Includes both Agency ARMs and Agency fixed ratdBS.
The Company determined it is the primary beneficiE#rthe Consolidated K-Series and has consoliddtedConsolidated kKseries int
the Company’s financial statements. A reconciliatio our financial statements as of December 314 26llows:

Multi-family loans held in securitization trustg,fair value $ 8,365,51.
Multi-family CDOs, 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 Muli-family $ 341,70

Includes mortgage loans held for sale with a cagyialue of $5.2 million that is included in therjpany’s accompanying consolida
balance sheet in receivables and other assets.

Represents our residential mortgage loans hedecuritization trusts. We securitized these loar2005.

Other includes CLOs having a carrying value of 83%illion, non-Agency RMBS and loans held for intraent. Other norallable
liabilities consist of $45.0 million in subordindtdebentures.

Includes repurchase agreements.

Includes derivative assets, derivative liakahtipayable for securities purchased and restrozsk posted as margin.

Includes $40.6 million held in overnight depositsour Agency 10 portfolio to be used for tradingpases. Such deposit is include:
the Company’s accompanying consolidated balancet sheeceivables and other assets.
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Comparison of the Three and Six Months Ended June@ 2015 to the Three and Six Months Ended June 32014

For the three and six months ended June 30, 20&5eported net income attributable to common stolcldrs of $21.5 million ar
$43.6 million as compared to net income attribwabl common stockholders of $30.3 million and $5tiion for the same periods in 20.
The main components of the change in net incomé®three and six months ended June 30, 2015magared to the same period in 2014
detailed in the following table (dollar amountgfiousands, except per share data):

For the Three Months For the Six Months
Ended June 30, Ended June 30,
2015 2014 $ Change 2015 201 4 $ Change
Net interest incom $ 20,30 $ 19,88: $ 42C % 41,90: $ 39,70¢ $ 2,19¢
Total other income $ 14,64 $ 20,01 $ (5,36¢) $ 27.67¢ $ 33,48¢ $ (5,809
Total general, administrative and othi
expenses $ (9,139 $ (7,577 $ (1,562 $ (19,989 $ (15,13¢ $ (4,849
Income from operations before incon
taxes $ 25,80¢ $ 32,317 $ (6,509 $ 49597 % 58,05¢ $ (8,467)
Income tax expense $ ,17¢) $ (53¢ $ (640 $ (1,429 $ (3,568 $ 2,14¢
Net income $ 24,63. $ 31,77¢  $ (7,149 $ 48,17 $ 54,49 $ (6,319
Preferred stock dividends $ (3,087) $ (1,459 $ (1,639 $ (4540 3 (2,90¢) $ (1,639
Net income attributable to comm:
stockholders $ 2154 $ 30,32¢ $ (8,787 $ 43,63¢ $ 51,58 $ (7,950
Basic income per common share $ 0.2C $ 032 $ 0.19 $ 041 $ 0.6 $ (0.22)
Diluted income per common share  $ 0.2 $ 032 % 019 $ 041 $ 0.6: $ (0.29)

Net I nterest Income

The increase in net interest income for the threesax months ended June 30, 2015 as comparee tootiesponding period in 2C
is primarily attributable to an increase in the Qamy’s average interest earning assets, which were sippately $1.8 billion for the three a
six months ended June 30, 2015 as compared to Hillién for the three and six months ended June 3014. In particular, tt
Company's investments in distressed residentiaisldgve increased to $580.5 million as of June2B@5 from $243.8 million as of June
2014, resulting in an increase of approximately@#illion and $8.5 million in net interest incorfa the three and six months ended Jun:
2015, respectively, as compared to the same peiio@914. Net interest income for the three and months ended June 30, 2015
negatively impacted by our Agency IO portfolio, vitet interest income declining by approximately8®aillion and $5.1 million for the thr
and six months ended June 30, 2015, respectivelgpompared to the same periods in 2014 due priyerihigher prepayment ratesNet
interest income was also impacted by a reductidheénaverage interest earning assets in our rfauttity portfolio due to the opportunistic s
of two multi-family CMBS investments in the secomalf of 2014 and one mulfamily CMBS investment in February 2015. This retitut in
average interst earning assets contributed to actieth of $0.7 million and $1.2 million for the #® and six months ended June 30, Z
respectively, as compared to the same periodsld Z0net interest income from our multi-family fotio.

Other Income

Total other income decreased by $5.4 million and $8illion for the three and six months ended J8fe 2015, respectively,
compared to the same periods in 2014. The changesal other income were primarily driven by:

e A decrease in realized gain on investment secsriigd related hedges of $2.6 million and $3.5 amilifor the three and ¢
months ended June 30, 2015, respectively, as cauparthe same periods in 2014. Our Agency |10 pliothad an increase
$5.8 million and $6.7 million in realized losses i derivative instruments for the three and sbmths ended June 30, 20
respectively, as compared to the same periodsid.2lhe increase in realized losses generatedeébpglency 10 portfolio we
partially offset by the realized gain on the sdl€aOs amounting to $3.2 million for the three asid months ended June
2015.

e An increase in net unrealized gain on investmeousges and related hedges of $6.0 million and$8illion for the three ar
six months ended June 30, 2015, respectively, agpared to the same periods in 2014, primarily eeldb our Agency I
portfolio. The increase in net unrealized gain \dsti partially offset the realized loss activity ngrated by the Agency
portfolio as discussed above. The Agency 10 pddfsirategy is structured and hedged to primargeyate net interest mar
on the portfolio such that, over time, the unresdiand realized gain/loss activity associated withstrategy will offset ea
other and result in no gain or loss. During theose quarter of 2015, our Agency IO portfolio wésoanegatively impacted |
increased prepayment levels and overall interéstualatility.



e An increase in gain on dmnsolidation of $1.5 million for the six monthsdex June 30, 2015 due to the sale of a first @
security issued by a single Freddie Mac-sponsoeedrgization included in the ConsolidatedSé€ries in the first quarter
2015.
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e A decrease in net unrealized gains on nfahiily loans and debt held in securitization trust$14.6 million and $6.0 millic
for the three and six months ended June 30, 2@%pectively as compared to the same periods in.2014

e Anincrease in realized gains on distressed reSalanortgage loans of $3.2 million for the threemths ended June 30, 2C
as compared to the same period in 2014, due teased refinancing and sale activity in the secaradtgr of 2015 as compal
to second quarter of 2014. A decrease in realizéukgon distressed residential mortgage loans gf dlion for the six montt
ended June 30, 2015, as compared to the same re20d 4, due to less refinancing and sale activitthe first half of 2015 «
compared to the first half of 2014. Because eaah lauyers diligence requirements differ, income generatiom the workot
or resale of these loans remains challenging tdigirand is expected to be uneven from quarteusoter.

e An increase in other income of $2.1 million and%@illion for the three and six months ended Jube2B®15, respectively
compared to the same periods in 2014, which is gmilyndue to the following two factors: 1) an inase in income from o
common and preferred equity ownership interestREnMultifamily Investors LLC, an entity thatvests in commercial re
estaterelated debt investments and is managed by RivexBamd 2) an increase in income related to our 208mbershi
interest in RiverBanc.

Comparative Expenses (dollar amounts in thousands)

For the Three Months Ended June 30, For the Six Months Ended June 30,
General, Administrative and Other
Expenses 2015 2014 $ Change 2015 2014 $ Change
Salaries, benefits and directors’
compensation $ 1,28 $ 1,142 % 13¢ $ 2,36: $ 219 % 16¢
Base management and incentive fee 4,141 3,86¢ 27¢ 11,01 7,644 3,361
Expenses on distressed residential
mortgage loans 2,682 1,215 1,46¢ 4,56¢ 2,42¢ 2,13i
Other 1,03¢ 1,35( (314) 2,04¢€ 2,86¢ (8239)
Total $ 9,13¢ $ 7577 $ 156: $ 19,98 $ 15,13¢ $ 4,84¢

The increase in base management and incentivédedse three and six months ended June 30, 20t6rapared to the same per
in 2014 was driven by (i) an increase in assetsagedh by our external managers, and (ii) the ingertompensation earned by Harvest Ca
Strategies LLC ("HCS”)pursuant to our prior advisory agreement with HE®annection with the sale of the CLOs in the sdoguarter ¢
2015.

The increase in expenses related to distressetkrgil mortgage loans for the three and six moatided June 30, 2015 as comp
to the same periods in 2014 is due to a higheraaeebalance of loans outstanding, thereby resultiidgher servicing costs, woibut cost
and due diligence costs.

Income Tax Expense

The increase in income tax expense for the threetimsaended June 30, 2015 as compared to the saind pe2014was primaril
due to increased loan sale activity in our diseddsan portfolio during the second quarter of 28§5compared to second quarter 2014.
decrease in income tax expense for the six monttisdeJune 30, 2015 as compared to the same park@ildwas primarily due to less lo
sale activity in our distressed loan portfolio digrithe first half 2015 as compared to first halt 20For the first half of 2014, a majority of
realized income on distressed residential from legmales was generated during the first quart&04# as compared to the first half 2(
where a majority of the realized income on diseds®sidential from loan resales was generateagltine second quarter of 2015.

The realized gain on sale from loan activity isgacted in a taxable REIT subsidiary for REIT cderpgle purposes and accordingl
subject to local, state and federal taxes.
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Quarterly Comparative Net I nterest Spread

Our results of operations for our investment pdidfoluring a given period typically reflect the riaterest income earned on
investment portfolio of RMBS, CMBS (including CMB®Id in securitization trusts), residential se¢zed loans, distressed residential Ic
including, distressed residential loans held irusigization trusts, loans held for investment, neezne loans and preferred equity investm
where the risks and payment characteristics arevagut to accounted for as loans , loans heldséde and CLOs (collectively, outrteres
Earning Assets”)The net interest spread is impacted by factors agabur cost of financing, the interest rate thatiovestments bear and
interest rate hedging strategies. Furthermoreatheunt of premium or discount paid on purchasedgimr investments and the prepaymr
rates on portfolio investments will impact the irgerest spread as such factors will be amortizest the expected term of such investm
Realized and unrealized gains and losses on TBAmdbllar and Treasury futures and other derivatimssociated with our Agency
investments, which do not utilize hedge accountordginancial reporting purposes, are included hes income (expense) in our statemel
operations, and therefore, not reflected in tha dat forth below.

The following table sets forth certain informatiabout our portfolio by investment type and thelated interest income, inter
expense, weighted average yield, average cosndisfand net interest spread for the three and sithm ended June 30, 2015 and 2014 (c
amounts in thousands):

For the Three Months Ended June 30, 2015

Multi- Distressed  Residentia
Agency Agency Family @) Residential ~ Securitizec
RMBS I0s @ Loans Loans Other Total
Interest Income $ 28271 $ 2,341 % 7,8441) $ 10,35¢ $ 864 $ 3,17¢ $  27,40¢
Interest Expense (1,17%) (202) (1,500 (3,539 (22)) — (6,637
Interest Expense on
Subordinated Debentures — — — — — (46€) (46€)
Net Interest Income $ 165 $ 2,13¢ $ 6,34¢ % 6,817 $ 64 $ 2,706 $ 20,308

Avera§1e Interest Earning Ass
@@ $ 633,020 $ 128,08t $ 26341' $ 577,67 $ 14566 $ 32,90¢ $1,780,77

Weighted Average Yield on

Interest Earning Assetd 1.7% 7.31% 11.91% 7.1%% 2.31% 38.61% 6.1€%
Average Cost of Fund® (0.87)% (1.27)% (7.19% (4.00% (0.69)% — (2.25%
Subordinated debentures — — — — — (4.10)% (4.10%
Net interest sprea®) 0.92% 6.04% 4.7¢% 3.17% 1.72% 38.61% 3.91%
For the Six Months Ended June 30, 2015
Interest Income $ 6,14: $ 5907 $ 1566(Y $ 20,826 $ 1,73t $ 6,020 $ 56,29
Interest Expense (2,399 (400) (2,98¢) (7,225 (460 — (13,46¢)
Interest Expense on

Subordinated Debentures — — — — — (92¢) (92€)
Net Interest Income $ 3,747 $ 5507 $ 1267¢ $ 13,601 $ 1278 § 5096 $ 41,90¢

Avera§)e Interest Earning Ass
@@

Weighted Average Yield on

$ 64625¢ $ 129,83t $ 264,31 $ 576,94 $ 148,84 $ 31,57¢ $1,797,77

Interest Earning Assetd 1.9(% 9.1(% 11.85% 7.22% 2.3%% 38.1"% 6.2€%
Average Cost of Fund® (0.86)% (1.25% (7.19% (4.00)% (0.66)% — (2.29%
Subordinated debentures — — — — — (4.10% (4.10%
Net interest sprea(®) 1.0 7.85% 4.71% 3.21% 1.67% 38.15% 4.05%
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For the Three Months Ended June 30, 2014

Multi- Distressed  Residentia
Agency Agency Family @) Residential ~ Securitizec
RMBS I0s (2%/ Loans Loans Other Total

Interest Income $ 3,71¢ % 5,15 $ 9,52t1) $ 485 $ 1,00 $ 2,18¢ 26,43¢
Interest Expense (1,159 (217 (2,449 (2,01%) (228) (37) (6,089
Interest Expense on

Subordinated Debentures — — — — — (466) (466€)
Net Interest Income $ 2568 $ 4941 $ 7081 $ 2831 % 774 $ 1,68¢ 19,88
Average Interest Earning Ass

®) $ 74035( $ 15242( $ 307,83( $ 237,76( $ 162,87( $ 23,74( $1,624,97
Weighted Average Yield on

Interest Earning Asset® 2.01% 13.52% 12.3&% 8.1€% 2.4€% 36.81% 6.51%
Average Cost of Fund® (0.70% (0.99% (7.19% (4.769% (0.59% (1.79% (2.00%
Subordinated debentures — — — — — (4.10% (4.10%
Net interest sprea(®) 1.31% 12.5¢% 5.1% 3.38% 1.87% 34.7% 4.51%
For the Six Months Ended June 30, 2014
Interest Income $ 7,747 $ 11,08 $ 18,7311 $ 9,20¢ $ 1,98 $ 4,17¢ 52,92¢
Interest Expense (2,369 (434) (4,869) (4,092 (4679) (74) (12,29¢)
Interest Expense on

Subordinated Debentures — — — — — (925) (925)
Net Interest Income $ 538: $ 1065 $ 13,86t $ 511z $ 1517 $ 3,17¢ 39,70¢
Average Interest Earning Ass:

©) $ 75228( $ 149,65( $ 304,07C $ 234,84 $ 164900 $ 22,88( $1,628,62
Weighted Average Yield on

Interest Earning Assetd 2.06% 14.81% 12.32% 7.84% 2.4(% 36.52% 6.5(%
Average Cost of Fund® (0.7)% (0.99% (7.20)% (4.8)% (0.59% (1.79% (2.00%
Subordinated debentures — — — — — (4.09% (4.09%
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(2)

(3
4)

®)

(6)

The Company determined it is the primary beneficiaf certain Freddie Mac-sponsored K-Series saezatibns (the “Consolidated -K
Series,” as defined below) and has consolidatedCtbmesolidated K-Series into the Companyinancial statements. Average Inte
Earning Assets for the periods indicated excludi€Cahsolidated KSeries assets other than those securities issuéuebsecuritizatior
comprising the Consolidated 8eries that are actually owned by us and interesinie amounts represent interest income earn
securities that are actually owned by us. A reda@iwn of our interest income in multimily investments to our condensed consolid
financial statements for the three and six montited June 30, 2015 and 2014 is set forth belowgidainounts in thousands):

For the Three Months For the Six Months
Ended June 30, Ended June 30,
2015 2014 2015 2014
Interest income, multi-family loans held in
securitization trusts $ 62,98: $ 75,50: $ 129,28: $ 150,44!
Interest income, investment securities, availa
for sale(Note 1) 921 2,47 1,75:¢ 4,89¢
Interest expense, multi-family collateralized
obligation (56,999 (69,110 (117,08) (137,85)
Interest income, multi-family CMBS 6,91: 8,86¢ 13,95( 17,48
Interest income, mezzanine loan and preferre
equity investmentgNote 1) 931 657 1,71¢ 1,25:
Interest income in Multi-Family $ 7,84¢ $ 9,528t $ 15,66¢ $ 18,73¢

(Note Dincluded in the Company’s accompanying condensedatimated statements of operations in interestrire
investment securities and other.

Average Interest Earning Assets for the quartedueles all Consolidated KSeries assets other than those securities issueithe
securitizations comprising the Consolidated K-Seti@t are actually owned by us.

Our Average Interest Earning Assets is calculatath ejuarter based on daily average amortized cost.

Our Weighted Average Yield on Interest Earning Asseas calculated by dividing our annualized irgeiacome for the quarter by ¢
average Interest Earning Assets for the quarter.

Our Average Cost of Funds was calculated by digidinr annualized interest expense by our avergdgeest bearing liabilities, excludi
subordinated debentures for the quarter. Our Awe@ast of funds includes interest expense on derest rate swaps.

Net Interest Spread is the difference between oeigied Average Yield on Interest Earning Assets aar Average Cost of Funi
excluding the Weighted Average Cost of subordinatgokentures.
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Prepayment Experience

The following table sets forth the actual constargpayment rates (“CPRfpr selected asset classes, by quarter, for thetagly
periods indicated:

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

Quarter Ended ARMs Rate 10s RMBS Securitizations Portfolio
June 30, 2015 9.2% 10.6% 16.2% 12.5% 11.1% 13.2%
March 31, 2015 9.1% 6.5% 14.7% 15.5% 13.7% 11.5%
December 31, 2014 12.2% 6.5% 14.€% 13.7% 5.4% 11.1%
September 30, 201 20.5% 9.2% 15.2% 18.7% 5.4% 13.1%
June 30, 2014 9.9% 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% 5.3% 13.5% 16.8% 12.€% 10.(%
September 30, 2013 16.£% 8.5% 20.4&% 23.6% 12.(% 15.2%

When prepayment expectations over the remainieglifassets increase, we have to amortize prermoamiscount over a shorter til
period resulting in a reduced yield to maturity e investment assets. Conversely, if prepaymepe@aations decrease, the premiur
discounts would be amortized over a longer perazditing in a higher yield to maturity. In additiche market values and cash flows from
Agency I0s can be adversely affected during perafdsevated prepayments. We monitor our prepayragpérience on a monthly basis
adjust the amortization rate to reflect currentkeaiconditions.

Financial Condition

As of June 30, 2015, we had approximately $9.4obilbf total assets, as compared to approximate@;Ssbillion of total assets as
December 31, 2014. The decrease in total ass@smarily a result of our de-consolidation of $hillion in Multi- Family loans held in
securitization trust due to the sale of a firssI&O security in one of the Company’s Consolid#&teskeries.A significant portion of our asse
represents the assets comprising the Consolidatgdries, which we consolidate under the accountitegsr As of June 30, 2015 and Decer
31, 2014, the Consolidated Beries assets amount to approximately $7.2 bikiod $8.4 billion, respectively. See "SignificantiEBstes an
Critical Accounting Policies - Loan Consolidatioesbrting Requirement for Certain Multi-Family K-8 Securitizations.

Balance Sheet Analysis

I nvestment Securities Available for Sale. At June 30, 2015, our securities portfolio indadAgency RMBS, including Agency fixed-
rate and ARM pass-through certificates, Agency I@mm-Agency RMBS, and U.S. Treasury securities, whioh @assified as investm
securities available for sale. At June 30, 2015 ha&e no investment securities in a single issuantity that had an aggregate book valt
excess of 10% of our total assets. The decreasariging value of investment securities availaldedale as of June 30, 2015 as compar
December 31, 2014 is primarily a result of printipaydowns, as well as a decline in pricing dumtoease in interest rate volatility.
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The following tables set forth the balances of iomestment securities available for sale by vintéige, by issue year) as of June
2015 and December 31, 2014, respectively (dollayuats in thousands):

Agency RMBS
ARMs
Prior to 2011
2011
2012
Total ARMs

Fixed
Prior to 2011
2011
2012
2013
Total Fixed

10
Prior to 2011
2011
2012
2013
2014
Total I10s

Total Agency RMBS

U.S. Treasury securities
2015

Non Agency RMBS
2006

CLOs
2007

Total

June 30, 2015 December 31, 2014
Par Value Carrying Par Value Carrying
Value Value

$ 18,197 $ 19,35¢ $ 19,12¢ $ 20,32¢

16,867 17,821 19,40¢ 20,38:
128,39 133,37¢ 135,88! 140,98:
163,46. 170,56! 174,42. 181,69:

67 69 — —
1,801 1,86¢ 1,89¢ 1,97:
422,62 437,06¢ 458,87 476,70¢
14 15 — —
424,50¢ 439,01¢ 460,77 478,68:
188,13« 27,39: 202,96: 28,31
117,57. 18,76¢ 132,54! 20,85¢
268,34 45,04¢ 278,33: 46,26:
116,33t 21,15t 125,17¢ 21,82;

15,33¢ 1,65¢ 16,57; 1,87

705,72t 114,01 755,59 119,13
1,293,69 723,60( 1,390,78: 779,50!
10,00( 10,00( — —
2,29¢ 1,72 2,53 1,93¢

— — 35,55( 35,20¢

$ 130599 $ 73532( $ 1,428,86 $ 816,64

I nvestment Securities Available for Sale Held in Securitization Trusts. At June 30, 2015, our securities portfolio in@adnulti-
family CMBS classified as investment securitiesilabde for sale held in securitization trusts, whiare multifamily CMBS transferred -
Consolidated VIEs that have been securitized irtoeficial interests. The following table sets foittle balances of our investment secut
available for sale held in securitization trustsuiptage (i.e., by issue year) as of June 30, 28 December 31, 2014 (dollar amount

thousands):

CMBS:
2011
Total

June 30, 2015 December 31, 2014
Carrying Carrying
Par Value Value Par Value Value

$ 864,45t $ 40,217 $ 886,11 $ 38,59¢
$ 864,45t $ 40,217 $ 886,11 $ 38,59«
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Residential Mortgage Loans Held in Securitization Trusts (net) . Included in our portfolio are prime ARM loans thveg originate:
or purchased in bulk from third parties that metiovestment criteria and portfolio requirementsl #mat we subsequently securitized in 2005.

At June 30, 2015, residential mortgage loans helseicuritization trusts totaled approximately $23million. The Companyg ne
investment in the residential securitization trugés $5.1 million at June 30, 2015, which is thexiimam amount of the Comparg/investmer
that is at risk to loss and represents the diffezdmetween the carrying amount of (i) the ARM loand real estate owned held in reside
securitization trusts and (ii) the amount of Restd# CDOs outstanding. Of the residential mortglmgms held in securitized trusts, 100%
traditional ARMs or hybrid ARMs, 83.6% of which af&RM loans that are interest only. With respecthe hybrid ARMs included in the
securitizations, interest rate reset periods wesdgminately five years or less and the inteogsy- period is typically 9 years, which mitiga
the “payment shock” at the time of interest rateteNone of the residential mortgage loans he&kauritization trusts are pay optigiRMs ol
ARMSs with negative amortization.

The following table details our residential mortgadgans held in securitization trusts at June ®¥1,52and December 31, 20
respectively (dollar amounts in thousands):

Unpaid
Number of Loans Principal Carrying Value
June 30, 2015 37C $ 140,64. $ 137,44(
December 31, 2014 39 3 152,277 $ 149,61«

Characteristics of Our Residential Mortgage LoaredHin Securitization Trusts:

The following table sets forth the composition of sesidential mortgage loans held in securitizatimsts as of June 30, 2015
December 31, 2014, respectively (dollar amounth@usands):

June 30, 2015 December 31, 2014
Average High Low Average High Low

General Loan Characteristics:

Original Loan Balance $ 437 2,95( 48 $ 441  $ 2,95 $ 48
Current Coupon Rate 2.7%% 7.25% 1.25% 2.7%% 7.25% 1.25%
Gross Margin 2.3t% 4.12% 1.12% 2.3t% 4.1%% 1.1%
Lifetime Cap 11.3%% 13.25% 9.3t% 11.3%% 13.2% 9.3¢%
Original Term (Months) 36C 36C 36C 36C 36C 36C
Remaining Term (Months) 23¢ 24¢ 20t 24t 252 211
Average Months to Reset 3 11 1 5 11 1
Original FICO Score 725 81¢ 593 72€ 81¢ 592
Original LTV 70.1% 95.0(% 13.9%% 70.3t% 95.0(% 13.9%%
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The following tables detail the activity for thesigential mortgage loans held in securitizatiostsynet) for the six months ended .
30, 2015 and 2014, respectively (dollar amountidusands):

Allowance
for Net Carrying
Principal Premium Loan Losses Value
Balance, January 1, 2015 $ 152,27 $ 96t $ (3,63) $ 149,61«
Principal repayments (11,829 — — (11,829
Provision for loan loss — — (65€) (65€)
Transfer to real estate owned 192 — (1) 191
Charge-Offs — — 19¢€ 19¢
Amortization of premium — (77) — (77)
Balance, June 30, 2015 $ 140,64: $ 891 $ (4,092 $ 137,441
Allowance
for Net Carrying
Principal Premium Loan Losses Value
Balance, January 1, 2014 $ 165,17: $ 1,05 $ (2,989 $ 163,23
Principal repayments (7,74%) — — (7,745
Provision for loan loss — — (367) (367)
Transfer to real estate owned (212 — 157 (55)
Charge-Offs 1,111 — — 1,111
Amortization of premium — (52 — (52)
Balance, June 30, 2014 $ 158,32 $ 1,001 $ (3,199 $ 156,12!

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

At June 30, 2015 and December 31, 2014, distressedential mortgage loans had a carrying valu5&0.5 million and $582
million, respectively.

The Companys distressed residential mortgage loans held inrgzation trusts with a carrying value of appnmsately $201.
million and $221.6 million at June 30, 2015 and &maber 31, 2014, respectively, are pledged as eddlafor certain of the securitized d
issued by the Company. The Company’s net investinghe securitization trusts, which is the maximamount of the Companyinvestmer
that is at risk to loss and represents the diffegemetween the carrying amount of the net assetdiailities associated with the distres
residential mortgage loans held in securitizatinrsts, was $115.6 million and $110.3 million at &0, 2015 and December 31, 2(
respectively.

In addition, distressed residential mortgage loaits a carrying value of approximately $321.9 noitliand $327.4 million at Ju
30, 2015 and December 31, 2014, respectively, ledgpd as collateral for a master repurchase agmeemwith Deutsche Bank AG, Cayn
Islands Branch.

The following table details our portfolio of disssed residential mortgage loans, including thoséredised residential mortgi
loans held in securitization trusts, at June 30528nd December 31, 2014, respectively (dollar artsom thousands):

Number of
Loans Unpaid principal Carrying Value
June 30, 2015 6,35¢ $ 675,81: $ 580,54
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

June 30, December 31,
2015 2014
3.€% 3.6%
3.7% 3.7%
6.5% 6.6%
9.1% 9.C%
11.7% 11.¢%
12.6% 12.4%
52.6% 52.6%
100.(% 100.(%
June 30, December 31,
2015 201 4
14.5% 13.8%
26.6% 26.2%
29.% 29.(%
18.2% 18.4%
8.2% 8.9%
2.€% 3.%
0.5% 0.6%
100.(% 100.(%
June 30, December 31,
2015 2014
15.€% 17.1%
7.4% 7.C%
16.2% 15.2%
13.1% 12.7%
47 %% 48.(%
100.(% 100.(%
June 30, December 31,
2015 201 4
85.4% 88.2%
3.6% 5.5%
4.2% 2.3%
6.7% 4.C%
100.(% 100.(%
June 30, December 31,
2015 201 4
25.5% 25.6%
19.6% 36.5%
36.4% 36.5%
18.2% 18.1%
100.(% 100.(%
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Consolidated K-Series . As of June 30, 2015 and December 31, 2014, we od0680 of the first loss securities of the Consdéd
K-Series. The Consolidated K-Series are comprigeduiti-family mortgage loans held in five and $ikeddie Mac-sponsored multi-family K-
Series securitizations as of June 30, 2015 andrbleee31, 2014, respectively, of which we, or on@wf SPES, own the first loss securi
and certain 10s. We determined that the securitimatcomprising the Consolidated$eries were VIEs and that we are the primary beiagy§
of these securitizations. Accordingly, we are regglito consolidate the Consolidated K-Series’ ulydey multi-family loans and related de
income and expense in our financial statementsh¥ye elected the fair value option on the assetdiahilities held within the Consolidat
K-Series, which requires that changes in valuatioribe assets and liabilities of the Consolid&{e8eries will be reflected in our consolide
statement of operations. As of June 30, 2015 arwkiber 31, 2014, the ConsolidateSKries was comprised of $7.2 billion and $8.4 dmil,
respectively, in multi-family loans held in secimdtion trusts and $6.9 billion and $8.0 billiorspectively, in multfamily CDOs outstandir
with a weighted average interest rate of 4.11%.aA®sult of the consolidation of the Consolidate@dties, our condensed consolid
statements of operations for the three and six hsoended June 30, 2015 included $63.0 million ab@9$ million in interest incom
respectively, and $57.0 million and $117.1 millioninterest expense, respectively. Also, we recogphia $5.4 million and $19.0 milli
unrealized gain in the condensed consolidatedmstate of operations for the three and six monthedntline 30, 2015 as a result of the
value accounting method election. We do not hawe @daims to the assets (other than the securjtyesented by our first loss piece]
obligations for the liabilities of the Consolidat&dSeries. Our investment in the Consolidated Ki¥ers limited to the multiamily CMBS
comprised of first loss tranche PO securities aricedain 10s issued by these3eries securitizations with an aggregate net aagryalue ¢
$303.2 million and $317.5 million as of June 3012@nd December 31, 2014, respectively.

In February 2015, the Company sold a first lossse€urity in one of the Company’s Consolidate&&ries obtaining total procet
of approximately $44.3 million and realizing a gaihapproximately $1.5 million. The sale resultedai deeonsolidation of $1.1 billion
Multi-Family loans held in a securitization trustda$1.0 billion in Multi-Family CDOs.

Multi-Family CMBS Loan Characteristics:

The following table details the loan characterstaf the loans that back the multi-family CMBS (irding the Consolidated K-
Series) in our portfolio as of June 30, 2015 anddbaber 31, 2014, respectively (dollar amounts dqugfands, except as noted):

December 31,

June 30, 2015 2014

Current balance of loans $ 9,133,120 $ 10,189,07.
Number of loan: 55C 61C
Weighted average original LTV 68.£% 68.£%
Weighted average underwritten debt service coveraie 1.4 1.48&x
Current average loan size $ 16,60¢ $ 16,70:
Weighted average original loan term (in months) 11¢ 11¢
Weighted average current remaining term (in months) 81 82
Weighted average loan rate 4.4(% 4.5
First mortgages 10C% 10C%
Geographic state concentration (greater than 5.0%):

California 13.7% 13.2%

Texas 12.€% 12.5%

New York 8.C% 7.7%

Maryland 5.2% 5.2%

Financing Arrangements, Portfolio Investments . The Company finances its portfolio investments wéhcombination ¢
repurchase agreements and Federal Home Loan Baak@es. The Company has entered into repurchaseragnts with third party financ
institutions and the Comparsywholly owned subsidiary, GLIH as a member of E¢LBI, has access to a variety of products andises
offered by the FHLBI, including secured advancesese financing arrangements are siemta borrowings that bear interest rates typi
based on a spread to LIBOR, and are secured tgethgities which they finance.

As of June 30, 2015 and December 31, 2014, we pprbaimately $585.5 million and $652.0 million odroowings under financir

arrangements including FHLBI advances, respectiveAs of June 30, 2015 and December 31, 2014¢cuhent weighted average borrow
rate on these financing facilities was 0.44% ad@%, respectively.
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As of June 30, 2015 and December 31, 2014, we bambunterparties where the amount at risk was aegx of 5% of stockholders’
equity. The amount at risk is defined as the failue of securities pledged as collateral to tharfaing agreement in excess of the finan
agreement liability.

As of June 30, 2015 and December 31, 2014, theéamaing balance under our financing agreementsfwated at an advance rate
93.1% and 92.8% that implies an average haircl8.9% and 7.2%, respectively. The weighted averdgércut” related to our repurche
agreement financing for our Agency RMBS (excludikgency 10s) and Agency I0s was approximately 5% 2Bfb, respectively.

The following table details the ending balance,rtprly average balance and maximum balance at amttmend during each quar
in 2015, 2014 and 2013 for outstanding financimgragements, including FHLBI advances (dollar amsimthousands):

Quarterly End of Quarter Maximum

Average Balance Balance

Balance at any Month-

Quarter Ended End

June 30, 2015 $ 513,25: $ 585,49. $ 645,16:
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 $ 77454 $ 767,820 $ 784,01¢
December 31, 2013 $ 796,04: $ 791,12 $ 800,19:
September 30, 2013 $ 799,34. $ 794,18. $ 810,50t
June 30, 2013 $ 885,94: $ 855,15: $ 924,66

Financing Arrangements, Distressed Residential Mortgage Loans. On December 16, 2014, the Company entered into ster
repurchase agreement, with Deutsche Bank AG, Cayislands Branch, to fund a portion of the purchpsee of a pool of distress
residential mortgage loans comprised opesforming loans. The outstanding balance on thstenaepurchase agreement, as of June 30,
and December 31, 2014, amounts to approximately.$2@iillion and $238.9 million, respectively, bargerest at oneaonth LIBOR plu
2.50% (2.69% and 2.66% at June 30, 2015 and DeceBihe2014, respectively) and expires on Decemi@er2015. Distressed residen
mortgage loans with a carrying value of approxitya$321.9 million at June 30, 2015, are pledgedakteral for the borrowings under
master repurchase agreement.

Residential Collateralized Debt Obligations . As of June 30, 2015 and December 31, 2014, weResidential CDOs of $13:
million and $145.5 million, respectively. As of JuB0, 2015 and December 31, 2014, the weightedcagednterest rate of these Reside
CDOs was 0.56%. The Residential CDOs are collareiby ARM loans with a principal balance of $6tfillion and $152.3 million at Ju
30, 2015 and December 31, 2014, respectively. Tdrapany retained the owner trust certificates, sidigal interest for three securitizatic
and, as of June 30, 2015 and December 31, 2014a Im&d investment in the residential securitizatroists of $5.1 million and $5.6 millic
respectively.

Securitized Debt . As of June 30, 2015 and December 31, 2014 we habgpnately $191.7 million and $232.9 million ofcseitizec
debt, respectively. The Company'’s securitized debbllateralized by multiamily CMBS and distressed residential mortgagaso&ee No
7 of our condensed consolidated financial statesngrdiuded in this report for more information cgcaritized debt. The reduction in 1
securitized debt is due to paydown of principalimiyrthe period from the proceeds of the sale ofrelised residential loans helc
securitization trusts in December 2014.

Subordinated Debentures . As of June 30, 2015, certain of our wholly ownetssdiaries had trust preferred securities outstanadi
$45.0 million with a weighted average interest aftd.1%. The securities are fully guaranteed byviik respect to distributions and amot
payable upon liquidation, redemption or repaym@imese securities are classified as subordinatedndietes in the liability section of ¢
condensed consolidated balance sheets.

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

In order to reduce our interest rate risk relatedur borrowings, we may utilize various hedgingtinments, such as interest rate <
agreement contracts whereby we receive floating patyments in exchange for fixed rate paymentgctéely converting our short te



financing arrangement or Residential CDOs to adfisete. At June 30, 2015 and December 31, 2014Ctmepany had $350.0 milli
of notional amount of interest rate swaps outstamdnat qualify as cash flow hedges for financedarting purposes. The interest rate s\
had a net fair market liability value of $28 thondaand $1.1 million at June 30, 2015 and DecemePB14, respectively. At June 30, 2(
the Company had $10.0 million of notional amountiriérest rate swap with a net fair market liapiMalue of $0.3 million that was r
designated as a hedging instrume8eé Note §.
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In addition to utilizing interest rate swaps, weymmrchase or sell short U.S. Treasury securitieenter into Eurodollar or oth
futures contracts or options on futures to helpgaie the potential impact of changes in interasts on the performance of our Agency
We may borrow securities to cover short sales &. Ureasury securities under reverse repurchasemgnts. Realized and unrealized ¢
and losses associated with purchases and shost sBld.S. Treasury securities, Eurodollar or othagures and swaptions are recogn
through earnings in the condensed consolidatedrstatts of operations.

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

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

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

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

Balance Sheet Analysis - Stockholders’ Equity

Stockholders’equity at June 30, 2015 was $911.4 million anduidetl $0.6 million of accumulated other comprehensoss. Th
accumulated other comprehensive loss consisted283nillion in net unrealized gains related to @MBS, partially offset by $0.0 million
unrealized derivative losses related to cash fledges and $13.4 million in unrealized losses rdlateour Agency RMBS and nokgency
RMBS. Stockholderséquity at December 31, 2014 was $817.9 million iactided $10.0 million of accumulated other compregive incom:
The accumulated other comprehensive income codsist§9.1 million in unrealized gains primarily agtd to our CLOs, $12.4 million in 1
unrealized gains related to our CMBS and $1.1 amillin unrealized derivative gains related to cdsl thedges, partially offset by $1.
million in unrealized losses related to our AgeRiyBS 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 and six msrghdedJune 30, 201
(amounts in thousands, except per share):

Three Months Ended June 30, 2015 Six Months Ended June 30, 2015
Amount Shares Per Share(®) Amount Shares Per Share(l)
Beginning Balance $ 758,75¢ 107,95. $ 702 $ 742,92 105,09 $ 7.01
Common stock issuance, net 11,27¢ 1,45( 32,28¢ 4,307
Preferred stock issuance, net 86,86: 86,86
Preferred stock liquidation preference (90,000 (90,000
Balance after share issuance activity 766,89 109,40: 7.01 772,07¢ 109,40: 7.0¢
Dividends declared (29,539 (0.27) (58,68 (0.59
Net change AOCI(2)
Hedges 99 - (1,162 (0.0))
RMBS (6,36)) (0.06) (775) (0.00)
CMBS 354 - 422 -
CLOs (6,54¢) (0.06) (9,069 (0.0¢)
Net income attributable to common
stockholders 21,54« 0.2C 43,63« 0.4(
Ending Balance $ 746,444 109,40. $ 6.82 $ 746,444 109,40: $ 6.87

(1) Outstanding shares used to calculate boolevadn share for the ending balance is based otaodisg shares as of June 30, 2015 of
109,401,721.
(2) Accumulated other comprehensive income (*AQCI”

Liquidity and Capital Resources
General

Liquidity is a measure of our ability to meet pdtehcash requirements, including ongoing committaea repay borrowings, fund
maintain investments, comply with margin requiretsefund our operations, pay management, incemtigeconsulting fees, pay dividend:
our stockholders and other general business n€rgasinvestments and assets, excluding the prinapbl multifamily CMBS we invest ir
generate liquidity on an ongoing basis throughgpial and interest payments, prepayments, netrgggnietained prior to payment of divide
and distributions from unconsolidated investme®tgr principal only multi-family CMBS are backed bglloon nonrecourse mortgage loe
that provide for the payment of principal at matgudate, which is typically seven to ten years friba date the underlying mortgage loan:
originated, and therefore do not directly contréowd monthly cash flows. In addition, the Compani,virom time to time, sell on ¢
opportunistic basis certain securities, primariMES and distressed residential mortgage loans gsopés overall investment strategy ¢
these sales will provide additional liquidity

During the six months ended June 30, 2015, net casbased by $30.9 million, as a result of $11miion provided by investin
activities and $15.1 million of cash provided byeogting activities offset by $101.8 million usedfimancing activities. Our investing activit
primarily included $44.3 million in proceeds frorals of loans held in mulfamily securitization trusts, $37.7 million in pcipal paydown
received on investment securities available foe,s&87.7 million in principal repayments receivedroulti-family loans held in securitizati
trusts, $11.6 million in principal repayments reeel on residential mortgage loans held in secatitn trusts, $51.1 million in princif
repayments and proceeds from sales and refinamgidgstressed residential mortgage loans, partisffget by $30.0 million in purchases
residential mortgage loans and distressed resalemibrtgage loans, $25.1 million in the funding mézzanine loans and preferred ec
investments, $5.3 million in purchases of investirsarturities and $5.4 million in purchases of FHIsBick. Our financing activities primar
included net proceeds from common stock issuant&3h8 million and proceeds from preferred stosduance of $86.7 million, partia
offset by $68.5 million in payments of financingagements, net of FHLBI advances, $37.7 milliopayments made on mufamily CDOs
$60.4 million in dividends paid on common stockri€e B Preferred Stock and Series C Preferred SR 3 million in payments made
Residential CDOs, and $41.6 million in payments enad securitized debt.
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We fund our investments and operations throughlanbad and diverse funding mix, which includes pests from equity offering
short-term and longderm repurchase agreement borrowings, FHLBI adw@n€®0s, securitized debt, and trust preferred mtebes. Th
type and terms of financing used by us dependfi@masset being financed. In those cases whereilize some form of structured financi
be it through CDOs, longeerm repurchase agreements or securitized debtuding financings similar to our CMBS Master Rephast
Agreements), the cash flow produced by the askatsserve as collateral for these structured fiedanstruments may be restricted in term
its use or applied to pay principal or interestGiDOs, repurchase agreements, or notes that amer sergur interests. At June 30, 2015, we
cash and cash equivalents balances of $106.5 milidhich increased from $75.6 million at Decembér 3014. Based on our curr
investment portfolio, new investment initiativegyvérage ratio and available and future possibleoldng arrangements, we believe
existing cash balances, funds available under @uiows financing arrangements and cash flows frqrarations will meet our liquidi
requirements 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 Ag
RMBS. Recently, certain repurchase agreement lenuire elected to exit the repo lending markewésious reasons, including new cag
requirement regulations. However, as certain lentlave exited the space, other financing counteegathat had not participated in the r
lending market historically have begun to stepinegplace many of the lenders that have electedito

In light of the evolving repurchase agreement legdénvironment, we intend to replace a portion of cepurchase agreem
borrowings with secured advances from the FHLBIwbfch, GLIH, one of our subsidiaries, is a memligach advance from the FHLBI v
require approval by the FHLBI and will be securaddollateral in accordance with the FHLBItredit and collateral guidelines, as ma
revised from time to time by the FHLBI. Eligible lladeral may include conventional oneftmir family residential mortgage loans, CMI
Agency RMBS and Nogency RMBS with an A rating and above. In conmattvith GLIH becoming a member of the FHLBI, thenGmany
has agreed to guarantee the due and punctual paypfé&tlH’s obligations under its financing agreement withL.BH As of June 30, 201
the Company had $121 million in outstanding secachtances from FHLBI.

As of June 30, 2015, we have outstanding short-teparchase agreements, a form of collateralizedt-¢trm borrowing, with fiv
different financial institutions. These agreemaarts secured by certain of our investment securigsbear interest rates that have histori
moved in close relationship to LIBOR. Our borrowsngnder repurchase agreements are based on thaliaér of our investment securit
portfolio. Interest rate changes and increasedayrapnt activity can have a negative impact on tileation of these securities, reducing
amount we can borrow under these agreements. Mereour repurchase agreements allow the count@pda determine a new market v
of the collateral to reflect current market coratit and because these lines of financing are moinitbed, the counterparty can call the log
any time. Market value of the collateral represehésprice of such collateral obtained from gergna&cognized sources or most recent clo
bid quotation from such source plus accrued incdfreecounterparty determines that the value ofdbiéateral has decreased, the counter,
may initiate a margin call and require us to eithbest additional collateral to cover such decreaiseepay a portion of the outstand
borrowing in cash, on minimal notice. Moreover,tire event an existing counterparty elected to roew the outstanding balance a
maturity into a new repurchase agreement, we wbaldequired to repay the outstanding balance vé#h ©r proceeds received from a
counterparty or to surrender the securities thatesas collateral for the outstanding balance,yr @mbination thereof. If we are unable
secure financing from a new counterparty and haitcender the collateral, we would expect to ireloss. In addition, in the event one of
lenders under the repurchase agreement defauits obligation to “re-sell’or return to us the securities that are securiegothfrrowings at tt
end of the term of the repurchase agreement, wédwiocur a loss on the transaction equal to thewarhof “haircut” associated with the short-
term repurchase agreement, which we sometimestrefer the “amount at riskAs of June 30, 2015, we had an aggregate amouiskainde
our repurchase agreements with five counterpaofiegpproximately $49.6 million, with no more thappaoximately $27.6 million at risk wi
any single counterparty. At June 30, 2015, the Gomiphad shorterm repurchase agreement borrowings of $464.5omiths compared
$652.0 million as of December 31, 2014.

As of June 30, 2015, the Company had $106.5 miliiocash and $172.9 million in unencumbered investirsecurities to me
additional haircut or market valuation requirememtsluding $90.5 million of RMBS, of which $88.8ilfiron are Agency RMBS, and $8:
million of multi-family CMBS (which represents the net fair valueceftain first loss tranche PO securities and/oage 10s issued by certe
K-Series securitizations included in the ConsobdaK-Series). The $106.5 million of cash, the $90.5 ionllin RMBS, $82.4 million ¢
CMBS, and $38.4 million held in overnight deposit®ur Agency 10 portfolio included in restrictedsh (that is available to meet margin ¢
as it relates to our Agency 10 portfolio financiagangements), which collectively represent 54.3%u financing arrangements, are lig
and could be monetized to pay down or collaterahediability immediately.
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At June 30, 2015, the Company also had a masterralepse agreement, with Deutsche Bank AG, Caymands Branch, in ¢
aggregate principal amount of up to $260.0 millierpiring on December 17, 2015. The outstandingrizd under the master repurct
agreement amounted to approximately $236.9 milidnJune 30, 2015. This master repurchase agreeisie@ttllateralized by distress
residential mortgage loans with a carrying valug21.9 million at June 30, 2015.

At June 30, 2015, we also had other longer-ternt, detluding Residential CDOs outstanding of $1388ion, multi-family CDOs
outstanding of $6.9 billion (which represent obligas of the Consolidated Keries), subordinated debt of $45.0 million andisgzed debt ¢
$191.7 million. The CDOs are collateralized by desitial and multfamily loans held in securitization trusts, respegty. The securitized de
represents the notes issued in (i) our May 2012tiffarhily re-securitization transaction, (ii) ouroMember 2013 multiamily CMBS
collateralized recourse financing transaction, @iidour December 2012, July 2013 and Septembdi32distressed residential mortgage
securitization transactions, which are describetate 7 of our condensed consolidated financidkestants in the Quarterly Report on Fi
10-Q.

As of June 30, 2015, our overall leverage ratigjuding both our short- and longt¥rm financing, such as securitized debt
subordinated debt (and excluding the CDOs issuethdyConsolidated K-Series and our Residential QDibsded by stockholdersquity
was approximately 1.2 to 1. As of June 30, 2015 |l@erage ratio on our short term financings diabdée debt was approximately 0.9 to 1.
monitor all at risk or short term borrowings to eresthat we have adequate liquidity to satisfy rmaoglls and have the ability to respon
other market disruptions.

Liquidity — Hedging and Other Factors

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

We also use TBAs to hedge interest rate risk aatstiwith our investments in Agency 10s. Sincewvaeli for these securities exte
beyond the typical settlement dates for most derivative investments, these transactions are mpiaee to market fluctuations between
trade date and the ultimate settlement date, avelly are more vulnerable to increasing amountsiatvith the applicable counterparties.
use of TBAs associated with our Agency 10 investtseneates significant short term payables (ang@fgivables) amounting $302.1 millior
June 30, 2015, and is included in payable for sgesipurchased on our condensed consolidated ¢mkstreet.

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

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

Liquidity — Equity Offerings

In addition to the financing arrangements descriledve under the caption “Liquidity—Financing Argements,”we also rely o
secondary equity offerings as a source of bothtdeom and long-term liquidityOn April 22, 2015, the Company closed on an undéem
public offering of 3,600,000 shares of the Compan$eries C Preferred Stock. The issuance and $dlee 8,600,000 shares of Serie
Preferred Stock resulted in total net proceedthéoQompany of approximately $86.9 million after detibn of underwriting discounts a
commissions and estimated offering expenses.

We also may generate liquidity through the salshafres of our common stock in an “at the markéféring program pursuant to
equity distribution agreement, as well as throdghgale of shares of our common stock pursuanit®e/idend Reinvestment Plan, or DR
On January 14, 2013, we filed a registration stat@non Form 3 to enable us to issue up to $20,000,000 of sharesir common stoc
pursuant to our DRIP.
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On March 20, 2015, the Company entered into sepagqtity distribution agreements (collectively, tHequity Distributior
Agreements”) with each of JMP Securities LLC (“JMIRIhd MLV & Co. LLC (“MLV"), each an “Agent” and dtectively, the “Agents;
pursuant to which the Company may sell up to $B@I0 of aggregate value of (i) shares of the Cayilsacommon stock, par value $0
per and (ii) shares of the CompasyGeries B Preferred Stock, from time to time tigtothe Agents. Pursuant to the Equity Distribe
Agreements, the shares may be offered and solddhrthe Agents in transactions that are deemee tatithe marketbfferings as defined
Rule 415 under the Securities Act of 1933, as ameénithcluding sales made directly on The Nasdad&I|8elect Market or sales made t
through a market maker other than on an exchangsubject to the terms of a written notice frominsprivately negotiated transactions.
have no obligation to sell any of the shares utitelEquity Distribution Agreements and may at ametsuspend solicitations and offers ut
the Equity Distribution Agreements. During the snonths ended June 30, 2015, the Company issue®,238B shares under the Eq|
Distribution Agreements, at an average sales @ik .91, resulting in total net proceeds to thenfany of $21.6 million, after deducting
placement fees. As of June 30, 2015, approxim&&®9 million remains available for issuance urterEquity Distribution Agreements.

On March 20, 2015, in connection with the Compangkecution of the Equity Distribution Agreemenesdibed above, t
Company delivered to JMP a notice of terminatiorthef Equity Distribution Agreement dated June 1122 (the Prior Equity Distributiol
Agreement”),which termination became effective March 23, 20IBe Prior Equity Distribution Agreement provided fihe sale by tt
Company of common stock having a maximum aggregates of up to $25,000,000 from time to time throwdVP, as the Comparsyagen
During the six months ended June 30, 2015, the @Gomfssued 1,326,676 shares under the Prior Efustyibution Agreement, at an aver:
sales price of $7.89 resulting in total net prosetedthe Company of $10.3 million, after deductihg placement fees. During the term of
Prior Equity Distribution Agreement, the Companydsa total of 2,153,989 shares of its common statckn average price of $7.63 per s
pursuant to the Prior Distribution Agreement, réaglin net proceeds to the Company of approxinge$éb.1 million

Management Agreements

We have investment management agreements with Baner Midway and Headlands, pursuant to which we thase managers
base management and incentive fee, if earned,aglyaih arrears. See "- Results of Operatior@@omparison of the Three and Six Mor
Ended June 30, 2015 to Three and Six Months Ended 30, 2014 Comparative Expenses" for more information regaydime bas
management and incentive fee incurred during theethnd six months ended June 30, 2015.

Dividends

On June 18, 2015, we declared a Series B Pref&tatk cash dividend of $0.484375 per share of S@i€referred Stock for t
quarterly period that began on April 15, 2015 andesl on July 14, 2015. This dividend was paid dy I8, 2015 to holders of record of Se
B Preferred Stock as of July 1, 2015.

On June 18, 2015, we declared a Series C Pref&t@k cash dividend of $0.45391 per share of S&ié¢xeferred Stock for t
partial quarterly period that began on April 2213@nd ended on July 14, 2015. This dividend wad @a July 15, 2015 to holders of recor
Series B Preferred Stock as of July 1, 2015.

On June 18, 2015, we declared a 2015 second quasérdividend of $0.27 per common share. The eihddwas paid on July 2
2015 to common stockholders of record as of Jun@@®5. The dividend was paid out of our workiagital.

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

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

We finance the acquisition of a significant portiohour mortgagdsacked securities with repurchase agreements.rinemtion witl
these financing arrangements, we pledge our s@=uds collateral to secure the borrowings. Theuahof collateral pledged will typical
exceed the amount of the financing with the extérdver<ollateralization from 5% of the amount borrowed fie case of Agency ARM a
Agency fixed rate RMBS collateral) and up to 25%ttie case of Agency 10s).

While our repurchase agreement financing resulissimecording a liability to the counterparty inr @onsolidated balance sheet,
are exposed to the counterparty, if during the tefthe repurchase agreement financing, a lendmrididefault on its obligation and we are
able to recover our pledged assets. The amourtigfekposure is the difference between the amamanedd to us plus interest due to
counterparty and the fair value of the collatetablged by us to the lender (including accrued @gereceivable on such collateral).

Several large European banks have experiencedcfalaifficulty in recent years, some of whom haeguired a rescue or assiste
from other large European banks or the Europeartr@eBank. Some of these banks have U.S. bankibgidiaries which have provid
repurchase agreement financing or interest ratg ssgaeements to us in connection with the acqaisitf various investments, includ
mortgagebacked securities investments. We have outstandipgrchase agreement borrowings with Deutsche Bgbk Cayman Islanc
Branch, in the amount of $236.9 million at June 3015 with a net exposure of $85.0 million. In diddi, certain of our U.S. bas
counterparties may have significant exposure tdittemcial and economic turmoil in Europe which kkbimpact their future lending activiti
or cause them to default under agreements witHnughe event one or more of these counterpartietheir affiliates experience liquidi
difficulties in the future, our liquidity could bmaterially adversely affected.

Inflation

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

Off-Balance Sheet Arrangements

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

Item 3. Quantitative and Qualitative Disclosures bhout Market Risk

This section should be read in conjunction withetit 1A. Risk Factors” in our Annual Report on For®-K, “Item 1A. Ris
Factore” in Part 1l of this Quarterly Report on Form 10-@nd in our subsequent periodic reports filed with SEC.

We seek to manage risks that we believe will impaetbusiness including, interest rates, liquiditsepayments, credit quality and
market value. When managing these risks we contidempact on our assets, liabilities and denxapositions. While we do not seek to
avoid risk completely, we believe the risk can barified from historical experience and seek tivaty manage that risk, to generate risk-
adjusted total returns that we believe compensasppropriately for those risks and to maintaintehfevels consistent with the risks we take.

71




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

Interest Rate Risk

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

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

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

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

Based on the results of the model, the instantanelbanges in interest rates specified below woala had the following effect on |
interest income for the next 12 months based orassits and liabilities as of June 30, 2015 (dalaounts in thousands):

Changes in Net Interest Income
Changes in Net Interest

Changes in Interest Rates Income
+200 $ 5,418
+100 $ 5,475
-100 $ (15,047)
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Interest rate changes may also impact our net able as our financial assets and related hedgeatiges are marked-tovarke
each quarter. Generally, as interest rates incrélasevalue of our mortgage assets, other thand@seases, and conversely, as interest
decrease, the value of such investments will irm@ed’he value of an 10 will likely be negativelyfeafted in a declining interest r.
environment due to the risk of increasing prepaymates because the I0g&lue is wholly contingent on the underlying moggdoans havir
an outstanding balance. In general, we expect divat, time, decreases in the value of our portfatioibutable to interest rate changes wil
offset, to the degree we are hedged, by increaseivalue of our interest rate swaps or othemiomal instruments used for hedging purpc
and vice versa. However, the relationship betweenagls on securities and spreads on our hedgitrgiimsnts may vary from time to tin
resulting in a net aggregate book value increasdecfine. That said, unless there is a materialaimpent in value that would result it
payment not being received on a security or lobanges in the book value of our portfolio will ritectly affect our recurring earnings or
ability to make a distribution to our stockholders.

Liquidity Risk

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

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

We are subject to “margin calfisk under the terms of our repurchase agreemémtthe event the value of our assets pledge
collateral suddenly decreases, margin calls rejatinour repurchase agreements could increaseingaas adverse change in our liquit
position. Additionally, if one or more of our reghase agreement counterparties chooses not tadprowigoing funding, we may be unabl
replace the financing through other lenders onrfavie terms or at all. As such, we provide no asste that we will be able to roll over
repurchase agreements as they mature from timent in the future. See Item 2, "Management's Disiomsand Analysis of Financ
Condition and Results of Operations - Liquidity abapital Resources" in this Quarterly Report omir@0-Q for further information about o
liquidity and capital resource management .

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

Prepayment Risk

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

Our modeled prepayments will help determine the lmhof hedging we use to a$et changes in interest rates. If actual prepay
rates are higher than modeled, the yield will lss ldlnan modeled in cases where we paid a premiuthd@articular residential mortgage as
Conversely, when we have paid a premium, if agwepayment rates experienced are slower than nahdeke would amortize the premit
over a longer time period, resulting in a higheslgito maturity.
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In an environment of increasing prepayment spebestiming difference between the actual cash ptai principal paydowns al
the announcement of the principal paydown may téswadditional margin requirements from our ref@ge agreement counterparties.

We mitigate prepayment risk by constantly evaluiabar residential mortgage assets relative to yrepat speeds observed for as
with similar structures, quantities and charactiess Furthermore, we stressst the portfolio as to prepayment speeds andesiteate risk i
order to further develop or make modifications tor bedge balances. Historically, we have not hedd#Pb6 of our liability costs due
prepayment risk.

Credit Risk

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

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

With respect to the $580.5 million of distressedidential loans the Company owned at June 30, 20i5mortgage loans we
purchased at a discount to par reflecting theirreised state or perceived higher risk of defawliich may include higher loan to value ra
and, in certain instances, delinquent loan paymegtir to the acquisition of distressed residdntiortgage loans, the Company validates
information provided by the sellers that is necssda determine the value of the distressed resiglemortgage loans. We then seel
maximize the value of the mortgage loans that vepiiae either through borrower assisted refinanctdright loan sale or through foreclos
and resale of the underlying home. We evaluateitogedlity on an ongoing basis by reviewing borro\sgayment status and current finar
and economic condition. Additionally, we look aetbarrying value of any delinquent loan and comparte current value of the underly
collateral.

As of June 30, 2015, we own $311.0 million of filsss CMBS comprised solely of first loss POs theg backed by commerc
mortgage loans on multamily properties at a weighted average amortizeéthase price of approximately 32.8% of current paior to th
acquisition of each of our first loss CMBS secestithe Company completed an extensive revieweftiderlying loan collateral, includi
loan level cash flow renderwriting, site inspections on selected propsytproperty specific cash flow and loss modelirgiew of appraisal
property condition and environmental reports, atiteocredit risk analyses. We continue to monit@dit quality on an ongoing basis us
updated property level financial reports provided bdorrowers and periodic site inspection of sel@gbeoperties. We also reconcile o
monthly basis the actual bond distributions reagiagainst projected distributions to assure pr@bercation of cash flow generated by
underlying loan pool. As of June 30, 2015, we owpraximately $52.3 million of first mortgage loamezzanine loan and preferred eq
investments at June 30, 2015, backed by residaariimultifamily properties. We also have invested approxatya$48.4 million in equit
and debt securities issued by an entity that isviestommercial real estate-related debt investment

Fair Value Risk

Changes in interest rates also expose us to meatked (fair value) fluctuation on our assets, lidibs and hedges. While the fair va
of the majority of our assets (when excluding ah€olidated KSeries assets other than the securities we acmalhy that are measured o
recurring basis are determined using Level 2 falugs, we own certain assets, such as our CMBSyharh fair values may not be reac
available if there are no active trading marketstfee instruments. In such cases, fair values wouly be derived or estimated for th
investments using various valuation techniquesh sag computing the present value of estimated dutash flows using discount re
commensurate with the risks involved. However,datermination of estimated future cash flows ismemtly subjective and imprecise. Mil
changes in assumptions or estimation methodolagiesave a material effect on these derived omastid fair values. Our fair value estimi
and assumptions are indicative of the interesteatéronments as of June 30, 2015, and do notitakieconsideration the effects of subseq
interest rate fluctuations.

We note that the values of our investments in d¢ire instruments, primarily interest rate hedgesoar debt, will be sensitive

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

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

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

The table below presents the sensitivity of thekmawalue and net duration changes of our portlati@f June 30, 2015, usin
discounted cash flow simulation model assumingnstantaneous interest rate shift. Application @ thethod results in an estimation of
fair market value change of our assets, liabiliind hedging instruments per 100 basis point (“lspfjt in interest rates.

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

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

results.

Market Value Changes

Changes in Changes in Net
Interest Rates Market Value Duration
(Amounts in thousands)
+200 $ (115,025) 3.39
+100 $ (56,822) 2.99
Base 1.67
-100 $ 40,147 1.18

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

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

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

Evaluation of Disclosure Controls and Procedur@¥e maintain disclosure controls and procedurasahe designed to ensure
information required to be disclosed in the repthtst we file or submit under the Securities ExajeAct of 1934, as amended, is recor
processed, summarized and reported within the fweods specified in the rules and forms of the SB@d that such information
accumulated and communicated to our managemergprsmiate to allow timely decisions regarding rieed disclosures. An evaluation v
performed under the supervision and with the pigditon of our management, including our Chief Bxae Officer and Chief Financi
Officer, of the effectiveness of our disclosure trols and procedures (as defined in Rules 13a-1&(e) 15di5(e) under the Securit
Exchange Act of 1934, as amended) adwfe 30, 2015. Based upon that evaluation, ourfExecutive Officer and Chief Financial Offic
concluded that our disclosure controls and proeslurere effective as of June 30, 2015.

Changes in Internal Control Over Financial Repogihere have been no changes in our internal coatret financial reportin
during the quarter endetline 30, 2015 that have materially affected, orraasonably likely to materially affect, our intafrcontrol ove
financial reporting.

PART Il. OTHER INFORMATION
Item 1A. Risk Factors

We previously disclosed risk factors under “Item Résk Factors” in our Annual Report on Form KOfor the year ended Decem!
31, 2014 and in our Quarterly Report on Form QOfor the quarter ended March 31, 2015. In additionthose risk factors and the ot
information included elsewhere in this report, y&hould also carefully consider the risk factor dissed below. The risks described below
in our Annual Report on Form 10-K for the year eshddecember 31, 2014 and our Quarterly Report onnfrdi0Q for the quarter ende
March 31, 2015 are not the only risks facing oumgany. Additional risks and uncertainties not cathg known to us or that we deem tc
immaterial also may materially adversely affect business, financial condition and/or results oégtions.

Second mortgage loan investments expose us to greater credit risks.

We expect to invest in second mortgages on resalgmbperties, which are subject to a greater ofsloss than a traditional mortga
Our security interest in the property securing @sd mortgage is subordinated to the interest effittst mortgage holder and the sec
mortgages have a higher combined loawdbie ratio than do the first mortgages. If therbaer experiences difficulties in making senion
payments or if the value of the property is equaditless than the amount needed to repay theweri®obligation to the first mortgage hol
upon foreclosure, our investment in the second gage loan may not be repaid in full or at all. Rart it is likely that any investments
make in second mortgages will be placed with peattities and not insured by a GSE.

Our results of operations may be affected by the value of equity securities we hold for investment and we may be unable to liquidate such
equity securitiesin a timely manner at full value.

We currently own approximately 67% of the commod preferred equity ownership interests in RBMI (tRBMI Equity Interests},
a private entity that owns a portfolio of structliievestments comprised of preferred equity andtjeenture investments in, and mezza
loans secured by, multifamily apartment propertas] that is externally managed by RiverBanc. Azused above in “Part |—Item-2
Management’s Discussion and Analysis of Financiahdition and Results of Operations—Subsequent Deweénts,”we entered into
Contribution Agreement with RMI, RMI and certairhet third parties pursuant to which we agreed tmtribute 100% of our common &
preferred equity ownership interests in RBMI to RMIexchange for an aggregate of 2,451,211 shdr&vid's common stock (the RMI
Stock”). RBMI would become a subsidiary of RMI upon compatiof the transaction. The transaction contemplétgdhe contributio
agreement is subject to certain closing conditiomduding the completion of RMI's initial offeringf RMI stock.

At June 30, 2015, the fair value of our RBMI Equityerests was approximately $48.4 million and espnts approximately 2% of «
total assets (excluding all Consolidated K-Seriesets other than those securities issued by theiszations comprising the Consolidated K.
Series that are actually owned by us). Our resfltsperations may be affected by gain or loss rezegl upon the sale of these investmi
including the exchange of our RBMI Equity InterefsisRMI Stock, or upon the determination that agh investment has become impaired.
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Our investment in these securities involve spetsiis relating to RBMI or RMI, as applicable, indlng the financial condition ai
business outlook of the issuer, its focus on théinfmmily apartment sector and risks inherent to itimgsin real estate generally, and prefe
equity and joint venture investments in, and mermandoans secured by, mufamily apartment properties specifically. Moreoveui
investment in such issuers are further subjecisic rof: limited liquidity in the secondary tradingarket in the case of unlisted or thinly tra
securities; substantial market price volatilitytlre case of traded equity securities; subordindtidhe debt and other liabilities of the issube
possibility that earnings of the issuer may be ffisent to meet its debt service and other obligad and, therefore, to make distributions t
on any equity securities we may currently own aquae in the future; and the declining creditwontgs and potential for insolvency of
issuer during periods of rising interest rates aoonomic downturn. In the event that the transastimntemplated by the exchange of RI
Equity Interests for RMI Stock are completed, RMIlwecome a listed company and the fair value af imvestment in this issuer will
conducted as a Level 1 or Level 2 instrument. Aditmyly, there may be periods where the tradinggon€ RMI's common stock does 1
correlate with the performance or value of its tsssEhese risks may adversely affect the valud@idsuers equity securities and the ability
the issuer to make distributions to its equity leesj] which in turn could have a material adverdecefon our business, result of operati
financial conditions and ability to make distritarts to our stockholders.

In addition, we own a significant amount of RBBllbutstanding equity ownership interests and matpénfuture own a significa
amount of RMI5 outstanding common stock and we may be unabliguidlate or dispose of our investment in a timelgnner at full value.
the event that we are unable to liquidate or dispafsour investment at full value, our gain frone tale of our investment may be reduce
our loss from the sale of our investment may beciased.

We may fail to qualify asa REIT as aresult of our investment in another REIT.

We may acquire a significant equitynership interest in RMI, which intends to makeetection to be taxed as a REIT. If RMI w
to fail to qualify as a REIT, we would likely faib satisfy one or more of the REIT gross income asgkt tests. If we failed to satisfy a R
gross income or asset test as a result of an mezgtin RMI, we would fail to continue to qualifg @ REIT unless we are able to qualify f
statutory REIT "savings" provisions, which may rieqws to pay a significant penalty tax to maintaim REIT qualification.

Item 6. Exhibits

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

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

NEW YORK MORTGAGE TRUST, INC

Date: August 6, 2015 By: /s/ Steven R. Mumma

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

Date: August 6, 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

3.5

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 Yordrtgage Trust, Inc., as amended (Incorporated teyerce to Exhibit 3.
to the Company's Annual Report on Form 10-K aglfiléth the Securities and Exchange Commission orcMa0, 2014).

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

Articles Supplementary designating the @Gany’'s 7.75% Series B Cumulative Redeemable Pexfe8tock (the Series |
Preferred Stock”) (Incorporated by reference toikikt8.3 of the Company’s Registration Statement~onm 8A as filed witt
the Securities and Exchange Commission on May G13R2

Articles Supplementary classifying and designatth§50,000 additional shares of the Compangeries B Preferred Stc
(Incorporated by reference to Exhibit 3.1 of thexpany’s Current Report on FormkBas filed with the Securities and Excha
Commission on March 20, 2015).

Articles Supplementary classifying and designatimg 7.875% Series C Cumulative Redeemable Pref&teck (the Series (
Preferred Stock”) (Incorporated by reference toiBixt8.5 of the Company’s Registration Statement~anm 8A as filed witt
the Securities and Exchange Commission on ApriPP15).

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

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

Parent Guarantee Agreement between New York Moetgawst, Inc. and JPMorgan Chase Bank, Nationabéiation, a
guarantee trustee, dated September 1, 2005. (lowaden by reference to Exhibit 10.1 to the Compagyirrent Report on Fo
8-K as filed with the Securities and Exchange Cossion on September 6, 2005).

Junior Subordinated Indenture between The New YMidrtgage Company, LLC and JPMorgan Chase Bank,oNa
Association, as trustee, dated March 15, 2005 (purated by reference to Exhibit 4.3(a) to the Camys Quarterly Report
Form 10-Q as filed with the Securities and Excha@gemission on August 9, 2012).

Parent Guarantee Agreement between New York Mogtgagst, Inc. and JPMorgan Chase Bank, Nationabdiaton, a
guarantee trustee, dated March 15, 2005. (Incotpotay reference to Exhibit 4.3(b) to the Compa®tsirterly Report on For
10-Q as filed with the Securities and Exchange Ca@sion on August 9, 2012).

Parent Guarantee Agreement by New York MortgagetTtac. for the benefit of the Federal Home LoamnB of Indianapoli:
dated April 2, 2015. (Incorporated by referenc&xhibit 4.3(d) of the Company's Quarterly ReportFaorm 10Q as filed witl
the Securities and Exchange Commission on May 7520

Certain instruments defining the rights of holdefdongterm debt securities of the Registrant and its ilidlides are omitte
pursuant to Item 601(b)(4)(iii) of Regulatio-K. The Registrant hereby undertakes to furnistheoSEC, upon request, copie
any such instruments.

Form of Certificate representing the Serfie Preferred Stock. (Incorporated by referencéexbibit 3.4 of the Company’
Registration Statement on Form 8-A as filed with 8ecurities and Exchange Commission on May 313)201

Form of Certificate representing the Series C Prefe Stock. (Incorporated by reference to Exhibé 8f the Companyg’
Registration Statement on Form 8-A as filed with 8ecurities and Exchange Commission on April P15
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10.1 Performance Share Award Agreement between StevdtuRima and New York Mortgage Trust, Inc., datedfaslay 28, 201&
(Incorporated by reference to Exhibit 10.1 of trmr@any’s Form 8-K as filed with the Securities &hahange Commission on
May 29, 2015).

10.2 New York Mortgage Trust, Inc. 2013 Incentive Comgetion Plan (effective for fiscal year 2015). (Irporated by reference
Exhibit 10.2 of the Company’s Form 8-K as filed lwihe Securities and Exchange Commission on May@%g5).

10.3 Waiver Letter to Certain Provisions of the Managet#greement among New York Mortgage Trust, In@, Bommercial
Mortgage LLC and RiverBanc LLC, dated as of Jung28a5.

10.4 Underwriting Agreement, dated as of April 15, 20t$%,and among the Company, Morgan Stanley & Co. LUBS Securities
LLC and Keefe, Bruyette & Woods, Inc. (Incorporatgdreference to Exhibit 1.1 of the Company’s Cotieeport on Form 8-K
as filed with the Securities and Exchange Commisseio April 21, 2015).

12.1 Statement re: Computation of Ratios.

311 Section 302 Certification of Chief ExeeatOfficer.

31.2 Section 302 Certification of Chief Fine®©fficer.

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

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

101.DEF Taxonomy Extension Definition Linkbase Document **

XBRL

Taxonomy Extension Label Linkbase Document **
101.LAB

Taxonomy Extension Presentation Linkbase Document *
101.PRE

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

**  Submitted electronically herewith. Attached as BkhilO1 to this report are the following documefasmatted in XBRL (Extensib
Business Reporting Language): (i) Condensed Caletelii Balance Sheets &tne 30, 2015 and December 31, 2014; (ii) Conds
Consolidated Statements of Operations for the tAnglesix months endeliline 30, 2015 and 2014; (iii) Condensed Consolidgtatemen
of Comprehensive Income for the three and six noetidedlune 30, 2015 and 2014, (iv) Condensed Consolidataigment of Chang
in Stockholders’ Equity for the six months endkohe 30, 2015; (v) Condensed Consolidated Statsnoéiizash Flows for the six mon
ended June 30, 2015 and 2014; and (vi) Notes tad@wed Consolidated Financial Statements.
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Exhibit 10.3



WAIVER OF CERTAIN REQUIREMENTS UNDER SECTIONS 2.2.3 and 3.2 OF THE
MANAGEMENT AGREEMENT

THIS WAIVER OF CERTAIN REQUIREMENTS UNDER SECTIONS 2.2.3 and
3.2 0F THE MANAGEMENT AGREEMENT (this “Waiver™) is made and effective as of
June 30. 2013, by and among New York Mortgage Trust. Ine.. a Marvland corporation (the
“Company™), RB Commercial Mortgage LLC, a Delaware limited liability company (“RE™),
RiverBanc LLC, a North Carolina limited liability company (the “Manager™) and RiverBanc
Multifamily Investors, Ine.. a Maryland corporation (“RMI1™). Capitalized terms not defined
herein have the meanings specified in that certain Amended and Restated Management
Agreement. dated as of March 13, 2013 (the “NYMT Management Agreement™). by and
between the Company, RB and the Manager.

WHEREAS, Section 2.2.3 of the NYMT Management Agreement prohibits the Manager
from consummating any transaction which would involve the sale by the Company of an asset 1o
the Manager or any Affiliate thereof (such prohibition is hereinafier referred to as the “Sale
Prohibition™):

WHEREAS, RMI is planning a proposed initial public offering ("IPO™) and in
commection with RMI's TPO and pursuant 1o a contribution agreement, the Company will sell
certain assets 1o RML which may be deemed an Affiliate of the Manager;

WHEREAS, the Manager and RMI hereby request that the Company waive the Sale
Prohibition set forth in Section 2.2.3 of the NYMT Management Agreement solely with respeat
to the Company’s entry into certain that contribution agreement with RMI in connection with
RMTI's TPO providing for the sale of certain assets to RMIL

WHEREAS, Section 3.2 of the NYMT Management Agreement prohibits the Manager
from advising Third Parties that are organized to qualify as a REIT, other than the Company and
its Affiliates. with respect to any mvestment opportunity that falls within the Guidelines as set
out in Exhibit A to the NYMT Management Agreement (such prohibition is hereinafter referred
to as the “REIT Prolibition™);

WHEREAS. upon completion of RMI's IPO. RMI intends to elect and qualify to be
taxed as a REIT;

WHEREAS, upon completion of RMI's PO, the Manager will enter into a management
agreement with RMI (the “RMI Management Agreement™) whereby the Manager will advise
EMI with respect to invesiment opportunities that may [all within the Guidelines as set out in
Exhibit A to the NYMT Management Agreement:

WHEREAS, the Manager and BEMI hereby request that the Company waive the REIT
Prohibition set forth in Section 3.2 of the NYMT Management Agreement solely with respect 1o
the Manager's advising RMI and its Alfiliates pursuant to the RMI Management Agreement;

NOW THEREFORE, the Company hereby agrees to waive: (i) the Sale Prohibition as
set forth n Section 2.2.3 of the NYMT Management Agreement solely as it relates to the
Company’s entry into that certain contribution agreement with RMI and s Affiliates in









connection with RMI™s IPO providing for the sale of certain assets to RMI; and (ii) the REIT
Prohibition as set forth in Section 3.2 of the NYMT Management Agreement solely as it relates
to the Manager™s entry into the RMT Management Agreement with RMT and its Affiliates, as the
same may be amended and or restated from time to time in the future, and the Manager advising
RMT and its Affiliate pursuant thereto.

Nothing contmned herein shall be construed as an amendment or waiver of any other
rights or provisions the Company and RB may be entitled to or hold pursuant to the NYMT
Management Agreement.

This Waiver may be signed in any number of separate counterparts, each of which shall
be deemed an oniginal. but all of which taken together shall constitute one agreement.

This Waiver is contingent upon the completion ol RMI's [PO and shall be null and void
in the event RMI's IPO has not completed by December 31, 2015,

| signature page follows|









IN WITNESS WHEREOF, the undersigned have executed this Waiver on the date first
written above,

NEW YORK MORTGAGE TRUST, INC.

E};: %—/

Name: Steben R. Mumma
Title: Chief Executive Officer and President

RB COMMERCIAL MORTGAGE LLC

By:
Mame: Steven B. Mumma
Title; Chief Executive Officer

RIVERBANC LLC

By:
MName: Kevin M. Donlon
Title: Chief Executive Officer

RIVERBANC MULTIFAMILY INVESTORS,
INC.

By:
Name: Kevin M. Donlon
Title: Chief Executive Officer

[Signature Page to Waiver]










IN WITNESS WHEREOF. the undersigned have executed this Waiver on the date first
written above,

NEW YORK MORTGAGE TRUST, INC.
By:

Name: Steven B, Mumma
Title: Chief Executive Officer and President

RE COMMERCIAL MORTGAGE LLC

By:
Name: Steven R. Mumma
Title: Chief Executive Officer

RIVERBANC LLC

ay e Dt

Name: Kevin M. Donlon
Title: Chief Executive Officer

RIVERBANC MULTIFAMILY INVESTORS,
INC.

pg e D

Name: Kevin M., Donlon
Title: Chief Executive Officer

[Signaiwre Page to Waiver]



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

For the Six
Months

Ended June 30

For the Years Ended December 31,

Exhibit 12.1

Earnings:
Pretax income from operations $
Fixed charges
Dividends distributed to
shareholders
Equity investee adjustment
Noncontrolling interest

Total Earnings $

Fixed Charges:
Interest expense $

Total Fixed Charges
Preferred stock dividends

Total Combined Fixed Charges an
Preferred Stock Dividends $

Ratio of earnings to fixed charges

Ratio of earnings to combined fixe
charges and preferred stock
dividends

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

2015 2014 2013 2012 2011 2010
49597 $ 14258 $  69,69: $  29,10( $ 5247 $ 5,67
131,48; 301,01( 231,178 105,92 4,831 9,611
57,52 86,70 61,30: 22,30 8,27( 8,10:
(1,665) (2,329 (185) (39) (174 (64)

- - - 97 (97) -
236,93 $ 52797 $ 361,98 $ 15738 $  1807¢ $ 2331
131,48 $ 301,01 $ 23117t $ 10592 $ 48371 $ 9,611
131,48 301,01 231,178 105,92 4,837 9,611
4,54( 5,81 3,56¢ - - -
136,020 $  306,82: $ 23474 $ 10592 $ 48371 $ 9,611

1.8 1.7¢ 157 1.4¢ 3.7¢ 2.4
1.7¢ 1.72 1.5 1.4¢ 3.7¢ 2.4
NA NA NA NA NA NA
NA NA NA NA NA NA



Exhibit 31.1

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

I, Steven R. Mumma, certify that:

1.

| have reviewed this quarterly report on Form 1@€the quarter ended June 30, 2015 of New Yorktlyage Trust, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: August 6, 2015

/sl Steven R. Mumma

Steven R. Mumma

Chief Executive Officer and President
(Principal Executive Officer)




Exhibit 31.Z

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

[, Kristine R. Nario, certify that:

1.

| have reviewed this quarterly report on Form 1@€the quarter ended June 30, 2015 of New Yorktlyage Trust, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: August 6, 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 Yddlrtgage Trust, Inc., (the “Company”) on Form QCfor the quarter ended June 30, 2
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), the undersigmereby certifies, pursuant to 18 U.S.C.
§ 1350, as adopted pursuant to section 906 of@higaBes-Oxley Act of 2002, that:

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

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

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

Date: August 6, 2015
/sl Steven R. Mumma
Steven R. Mumma
Chief Executive Officer and President
(Principal Executive Officer)

Date: August 6, 2015
/sl Kristine R. Nario
Kristine R. Nario
Chief Financial Officer
(Principal Financial and Accounting Officer)




