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The Company’ s business and operations are subject to a number of risks and uncertainties, the occurrence of which could
adversely affect its business, financial condition, results of operations and ability to make distributions to stockholders and could
cause the value of the Company’ s capital stock to decline. Please refer to the section entitled “ Forward- Looking Information .
” —Risks Related to Our Business We may not be able to continue to generate sufficient revenue to make or sustain distributions
to our stockholders. We cannot assure you that we will be able to continue to generate sufficient returns to pay our operating
expenses and make satisfactory distributions to our stockholders. The results of our operations depend on several factors,
including the availability of opportunities for the acquisition of target assets, the level and volatility of interest rates, the
availability of adequate short and long- term financing, conditions in the financial markets and general economic conditions.
Difficult conditions in the mortgage and residential real estate markets as well as general market concerns may adversely affect
the value of the assets in which we invest, and these conditions may persist for the foreseeable future. Our business is materially
affected by conditions in the residential mortgage market, the residential real estate market, the financial markets and the
economy in general . In past years, concerns about global pandemics, unemployment, the availability and cost of credit,
rising government debt levels, inflation, energy costs, global supply chain disruptions, climate change, global economic
lethargy, warfare, geopolitical unrest across various regions worldwide, European sovereign debt issues, U. S. budget
debates, federal government shutdowns, international trade disputes and the imposition of sanctions or new or increased
tariffs have from time to time contributed to increased volatility and uncertainty in the economy and financial markets.
Adverse developments with respect to any of these factors may have an impact on new demand for homes and on
homeowners’ ability to make their mortgage payments, which may compress home ownership rates and weigh heavily
on future home price performance. There is a strong correlation between home price growth rates (or losses) and
mortgage loan delinquencies. Any stagnation in or deterioration of the residential mortgage or real estate markets may
limit our ability to acquire our target assets on attractive terms or cause us to experience losses related to our assets . [n
particular, the residential mortgage market in the United States has experienced a variety of difficulties and changed economic
conditions, including defaults, credit losses and liquidity concerns. Certain commercial banks, investment banks and insurance
companies incurred extensive losses from exposure to the residential mortgage market as a result of these difficulties and
conditions. These factors have impacted investor perception of the risk associated with RMBS, other real estate- related
securities and various other asset classes in which we may invest. As a result, values of our target assets have experienced
volatility. Deterioration of the mortgage market and investor perception of the risks associated with RMBS and other residential
mortgage assets that we acquire could materially adversely affect our business, financial condition and results of operations and
our ability to make distributions to our stockholders. We are dependent on mortgage servicers to service the mortgage loans
relating to our Servicing Related Assets, and any failure by these mortgage servicers to service the mortgage loans relating to
our Servicing Related Assets could have a material and adverse effect on us. We do not directly service the mortgage loans
underlying our Servicing Related Assets. Instead, we contract with third- party servicers to perform all servicing obligations. As
a result, our investments in Servicing Related Assets are dependent on the entity performing the actual servicing of the mortgage
loans, called the mortgage servicer, to perform its servicing obligations. As a result, we could be materially and adversely
affected if a mortgage servicer is terminated by the applicable Agency. The duties and obligations of mortgage servicers are
defined in part through contractual agreements, which generally provide for the possibility for termination of the mortgage
servicer in the absolute discretion of the applicable Agency. In addition, the termination of a mortgage servicer could take effect
across all mortgages being serviced by that mortgage servicer. We could also be materially and adversely affected if a mortgage
servicer is unable to adequately service the underlying mortgage loans due to the following reasons, among others: ¢ its failure
to comply with applicable laws and regulations; ¢ its failure to perform its loss mitigation obligations; * a downgrade in its
servicer rating; e its failure to perform adequately in its external audits; ¢ a failure in or poor performance of its operational
systems or infrastructure; * a data breach and other cybersecurity incidents impacting a mortgage servicer; * regulatory or legal
scrutiny, enforcement proceedings, consent orders or similar actions regarding any aspect of its operations, including, but not
limited to, servicing practices and foreclosure processes lengthening foreclosure timelines; or ¢ the transfer of servicing to
another party. MSRs are subject to numerous federal, state and local laws and regulations and may be subject to various judicial
and administrative decisions imposing various requirements and restrictions on the mortgage servicer’ s business. If any
mortgage servicer that we use actually or allegedly fails to comply with applicable laws, rules or regulations, that mortgage
servicer could be exposed to fines, penalties or other costs, or the mortgage servicer could be terminated by the applicable
Agency. If these laws, regulations and decisions change, we could be exposed to similar fines, penalties or costs. In addition, if a
mortgage servicer that we use experiences any of the failures or regulatory scrutiny described above, then we could become
subject to heightened regulatory or legal scrutiny by virtue of being a counterparty of these entities. Such scrutiny could result in
our incurring meaningful additional costs or fines or being subject to governmental actions such as denial, suspension or
revocation of licenses, or other material operational requirements or restrictions, each of which could adversely affect our
business and results of operations. In addition, a bankruptcy by any mortgage servicer that services for us the mortgage loans
underlying our Servicing Related Assets could result in: * payments made by such mortgage servicer to us, or obligations
incurred by it, being voided by a court under federal or state preference laws or federal or state fraudulent conveyance laws; or *
any agreement between us and the mortgage servicer being rejected in a bankruptcy proceeding. Because we do not and in the



future may not have the employees, servicing platforms, or technical resources necessary to service mortgage loans, upon a
discontinuance or bankruptcy of any mortgage servicer that we use, we would need to engage an alternate mortgage servicer,
which may not be readily available on acceptable terms or at all. Any of the foregoing events could have a material and adverse
effect on us. Our ability to own and manage MSRs is subject to terms and conditions established by the GSEs, which are subject
to change. Our continued approval from the GSEs to own and manage MSRs is subject to compliance with each of their
respective selling and servicing guidelines, minimum capital requirements and other conditions they may impose from time to
time at their discretion. Failure to meet such guidelines and conditions could result in the unilateral termination of our approved
status by one or more GSEs or result in the acceleration and termination of our MSR financing facilities. In addition, the
implementation of more restrictive or operationally intensive guidance may increase the costs associated with owning and
managing MSRs as well as our ability to finance MSRs. It is not possible to predict the scope and nature of the actions that
the U. S. government could ultimately take with respect to the GSEs, including in light of recent changes in
administration and executive offices of the U. S. government. \We may be subject to representation and warranty risk in our
capacity as an owner of MSRs and our sales of MSRs and other assets. The MSRs we acquire may be subject to existing
representations and warranties made to the applicable investor (including, without limitation, the GSEs) regarding, among other
things, the origination and prior servicing of those mortgage loans, as well as future servicing practices following our acquisition
of such MSRs. If such representations and warranties are inaccurate, we may be obligated to repurchase certain mortgage loans
or indemnify the applicable investor for any losses suffered as a result of the origination or prior servicing of the mortgage
loans. As such, the applicable investor will have direct recourse to us for such origination and / or prior servicing issues. In
connection with sales of our MSRs and other assets from time to time, we may have been or may be required to make
representations and warranties to the purchasers of the assets regarding certain characteristics of those assets. If our
representations and warranties are inaccurate, we may be obligated to repurchase the assets or indemnify the applicable
purchaser, which may result in a loss. Even if we obtain representations and warranties from the parties from whom we
acquired the asset, as applicable, they may not correspond with the representations and warranties we make or may otherwise
not protect us from losses. Additionally, the loan originator or other parties from whom we acquired the MSRs may be insolvent
or otherwise unable to honor their respective indemnification or repurchase obligations for breaches of representation and
warranties. The performance of loans underlying our MSRs may be adversely affected by the performance of the related
mortgage servicer. The performance of the loans underlying our MSRs is subject to risks associated with inadequate or untimely
servicing. If our mortgage servicers commit a material breach of their obligations as a servicer, we may be subject to damages if
the breach is not cured within a specified period of time following notice. In addition, poor performance by a mortgage servicer
may result in greater than expected delinquencies and foreclosures and losses on the mortgage loans underlying our MSRs. A
substantial increase in our delinquency or foreclosure rate or the inability to process claims could adversely affect our ability to
access the capital and secondary markets for our financing needs. Our ability to invest in, and dispose of, our investments in
Servicing Related Assets is subject to the receipt of third- party consents. Our acquisition of Servicing Related Assets on
underlying loans or securitized by an Agency requires the prior consent of that Agency. The Agencies may require that we
submit ourselves to costly or burdensome conditions as a prerequisite to their consent to our investments in Servicing Related
Assets. These conditions may diminish or eliminate the investment potential of certain of those assets by making such
investments too expensive for us or by severely limiting the potential returns available or otherwise imposing unacceptable
conditions. The potential costs, issues or restrictions associated with receiving any such Agency’ s consent for any such
acquisitions or dispositions by us cannot be determined with any certainty. To the extent we are unable to acquire or dispose of
Servicing Related Assets when we determine it would be beneficial to do so, our results of operations may be adversely
impacted. We cannot predict the impact future actions by the H—S-Federal Reserve {“Federal-Reserve~3-will have on our
business, and any such actions may negatively impact us. Actions taken by the Federal Reserve, including decisions relating to
changes in its federal funds rate target or the size and composition of its balance sheet (such as the purchase or sale of MBS),
could have a material and adverse impact on the value of our assets, our cost of funds, the amount of our net interest income and
our earnings available for distribution (* EAD ) and the market price of our securities. We cannot predict or control the impact
future actions by the Federal Reserve will have on the overall economy or on our business. Accordingly, future actions by the
Federal Reserve could have a material and adverse effect on our business, financial condition and results of operations and our
ability to pay distributions to our stockholders. The value of our Servicing Related Assets may vary substantially with changes
in interest rates. The values of Servicing Related Assets are highly sensitive to changes in interest rates. The value of Servicing
Related Assets typically increases when interest rates rise and decreases when interest rates decline due to the effect those
changes in interest rates have on prepayment estimates. Subject to qualifying and maintaining our qualification as a REIT, we
may pursue various hedging strategies to seek to reduce our exposure to adverse changes in interest rates. Our hedging activity
will vary in scope based on the level and volatility of interest rates, the type of assets held and other changing market conditions.
Interest rate hedging may fail to protect or could adversely affect us. To the extent we do not utilize derivatives to hedge against
changes in the fair value of our Servicing Related Assets, our balance sheet, results of operations and cash flows would be
susceptible to significant volatility due to changes in the fair value of, or cash flows from, those assets as interest rates change. If
delinquencies on mortgage loans increase, the value of our Servicing Related Assets may decline significantly. Delinquency
rates have a significant impact on the value of our Servicing Related Assets. An increase in delinquencies on the mortgage loans
underlying the Servicing Related Assets will generally result in lower net revenue because, typically, servicers will only collect
servicing fees from GSEs or mortgage owners for performing loans. Our expectation of delinquencies is a significant
assumption underlying the cash flow projections on the related pools of mortgage loans. If delinquencies are significantly
greater than expected, the actual fair value of the Servicing Related Assets could be diminished. As a result, we could suffer a
loss. Prepayment rates can change, adversely affecting the performance of our assets. The frequency at which prepayments



(including voluntary prepayments by borrowers, loan buyouts and liquidations due to defaults and foreclosures) occur on
mortgage loans is affected by a variety of factors, including the prevailing level of interest rates as well as economic,
demographic, tax, social, legal, and other factors. Generally, borrowers tend to prepay their mortgage loans when prevailing
mortgage rates fall below the interest rates on their mortgage loans. If borrowers prepay their mortgage loans at rates that are
faster or slower than expected, it may adversely affect our results. We record our Servicing Related Assets on our balance sheet
at fair value, and changes in their fair value are reflected in our consolidated results of operations. The determination of the fair
value of Servicing Related Assets requires our management to make numerous estimates and assumptions that could materially
differ from actual results. Such estimates and assumptions include, among other things, prepayment rates, as well as estimates of
the future cash flows from the Servicing Related Assets, interest rates, delinquencies and foreclosure rates of the underlying
mortgage loans. The ultimate realization of the value of the Servicing Related Assets, which are measured at fair value on a
recurring basis, may be materially different than the fair values of such assets as may be reflected in our consolidated financial
statements as of any particular date. The use of different estimates or assumptions in connection with the valuation of these
assets could produce materially different fair values for such assets. Our failure to make accurate assumptions regarding
prepayment rates or the other factors examined in determining fair value could cause the fair value of our Servicing Related
Assets to vary materially, which could have a material adverse effect on our financial position, results of operations and cash
flows. If the fair value of our Servicing Related Assets decreases, we would be required to record a non- cash charge, which
would have a negative impact on our financial results. Furthermore, a significant increase in prepayment speeds could materially
reduce the ultimate cash flows we receive from the Servicing Related Assets, and we could ultimately receive substantially less
than what we paid for such assets. Prepayment rates also affect the fair values of our RMBS. Voluntary prepayment rates
generally increase when interest rates fall and decrease when interest rates rise, but changes in prepayment rates are difficult to
predict as changes may occur faster or slower than changes in the market interest rates. Prepayments can also occur when
borrowers sell the property and use the sale proceeds to prepay the mortgage as part of a physical relocation or when borrowers
default on their mortgages and the mortgages are prepaid from the proceeds of a foreclosure sale of the property. Fannie Mae
and Freddie Mac will generally purchase mortgages that are 120 days or more delinquent from MBS mortgage—baeked
seewrities-trusts when the cost of guaranteed payments to security holders, including advances of interest at the security coupon
rate, exceeds the cost of holding the nonperforming loans in their portfolios. Changes in the GSEs decisions as to when to
repurchase delinquent loans can materially impact prepayment rates. Interest rate mismatches between our assets and any
borrowings used to fund purchases of our assets may reduce our income during periods of changing interest rates. Some of our
assets will be fixed- rate securities or have a fixed rate component (such as RMBS backed by hybrid ARMs). This means that
the interest we earn on these assets will not vary over time based upon changes in a short- term interest rate index. Although the
interest we would earn on any RMBS backed by ARMs generally will adjust for changing interest rates, such interest rate
adjustments may not occur as quickly as the interest rate adjustments to any related borrowings, and such interest rate
adjustments will generally be subject to interest rate caps, which potentially could cause such RMBS to acquire many of the
characteristics of fixed- rate securities if interest rates were to rise above the cap levels. We generally fund our fixed- rate target
assets with short- term borrowings. Therefore, there will be an interest rate mismatch between our assets and liabilities. Although
we hedge to minimize interest rate exposure, the use of interest rate hedges also introduces the risk of other interest rate
mismatches and exposures. During periods of changing interest rates, these mismatches could materially and adversely affect
our business, financial condition and results of operations and our ability to make distributions to our stockholders. Ordinarily,
short- term interest rates are lower than long- term interest rates. If short- term interest rates rise disproportionately relative to
long- term interest rates (a flattening of the yield curve), our borrowing costs may increase more rapidly than the interest income
earned on our assets. Because we expect that our investments in RMBS, on average, will bear interest based on longer- term
rates than our borrowings, a flattening of the yield curve would tend to decrease our net income and the market value of our
assets. Additionally, to the extent cash flows from RMBS are reinvested in new RMBS, the spread between the yields of the
new RMBS and available borrowing rates may decline, which could reduce our net interest margin or result in losses. Any one
of the foregoing outcomes could materially adversely affect our business, financial condition and results of operations and our
ability to pay distributions to our stockholders. It is also possible that short- term interest rates may exceed long- term interest
rates, in which event our borrowing costs may exceed our interest income and we could incur losses. Interest rate caps on the
ARMs and hybrid ARMs that may back our RMBS may reduce our net interest margin during periods of rising interest rates.
ARMs and hybrid ARMs are typically subject to periodic and lifetime interest rate caps. Periodic interest rate caps limit the
amount an interest rate can increase during any given period. Lifetime interest rate caps limit the amount an interest rate can
increase through the maturity of the loan. We generally fund our RMBS with borrowings that typically are not subject to similar
restrictions. Accordingly, in a period of rapidly increasing interest rates, our financing costs could increase without limitation
while caps could limit the interest we earn on the ARMs and hybrid ARMs that will back our RMBS. This problem is magnified
for ARMs and hybrid ARMs that are not fully indexed because such periodic interest rate caps prevent the coupon on the
security from fully reaching the specified rate in one reset. Further, some ARMs and hybrid ARMs may be subject to periodic
payment caps that result in a portion of the interest being deferred and added to the principal outstanding. As a result, we may
receive less cash income on RMBS backed by ARMs and hybrid ARMs than necessary to pay interest on our related
borrowings. Interest rate caps on RMBS backed by ARMs and hybrid ARMs could reduce our net interest margin if interest
rates were to increase beyond the level of the caps, which could materially adversely affect our business, financial condition and
results of operations and our ability to pay distributions to our stockholders. We rely Our-Managerrelies-on analytical models
and other data to analyze potential asset acquisition and disposition opportunities and to manage our portfolio. These models are
based on assumptions and actual results may differ significantly from the modeled expectations. We rely Our-Managerrehies-on
analytical models and information and data, including models, information and data supplied by third parties. These models and



data may be used to value assets or potential asset acquisitions and dispositions and to conduct our asset management activities.
If these models and data prove to be incorrect, misleading or incomplete, or if the models are poorly designed, implemented,
managed or misused, including in the choice of relevant historical data or assumptmns, any dec1510ns made in rehance
thereon could expose us to potentlal rlsks Inaddition;-Our use of models are o
: 0 s-and data eﬂ—etnebeh&}f—may 1nduce #us to purchase certaln assets at prices
that are t00 hlgh sell certaln other assets at prices that are too low or miss favorable opportunities altogether. Similarly, any
hedging activities that are based on faulty models and data may prove to be unsuccessful. Some models, such as prepayment
models or mortgage default models, may be predictive in nature. The use of predictive models has inherent risks. For example,
such models may incorrectly forecast future behavior, leading to potential losses. In addition, the predictive models we used—
use may differ substantially from those models used by other market participants, with the result
that valuations based on these predictive models may be substantially higher or lower for certain assets than actual market
prices. Furthermore, because predictive models are usually constructed based on historical data supplied by third parties, the
success of relying on such models may depend heavily on the accuracy and reliability of the supplied historical data, and, in the
case of predicting performance in scenarios with little or no historical precedent (such as extreme broad- based declines in home
prices, or deep economic recessions or depressions), such models must employ greater degrees of extrapolation, and are
therefore more speculative and of more limited reliability. All valuation models rely on correct market data inputs. If incorrect
market data is entered into even a well- founded valuation model, the resulting valuations will be incorrect. However, even if
market data is input correctly, “ model prices ” will often differ substantially from market prices, especially for securities with
complex characteristics or whose values are particularly sensitive to various factors. If our market data inputs are incorrect or
our model prices differ substantially from market prices, our business, financial condition and results of operations and our
ability to make distributions to our stockholders could be materially adversely affected. Valuations of some of our assets will be
inherently uncertain, may be based on estimates, may fluctuate over short periods of time and may differ from the values that
would have been used if a ready market for these assets existed. While in many cases our determination of the fair value of our
assets is based on valuations provided by third- party dealers and pricing services, we value assets based upon our judgment, and
such valuations may differ from those provided by third- party dealers and pricing services. Valuations of certain assets are
often difficult to obtain or unreliable. Depending on the complexity and illiquidity of an asset, valuations of the same asset can
vary substantially from one dealer or pricing service to another. In the past, the valuation process for certain of our assets was
has-been-particularly difficult due to market events resulting from the COVID- 19 pandemic . As a result , the valuation of such
assets was unpredictable, and the disparity of valuations provided to by third- party dealers has-widened. We expect these
factors and others that are beyond our control to continue having an impact on the valuation process for certain of our assets.
Our business, financial condition and results of operations and our ability to make distributions to our stockholders could be
materially adversely affected if our fair value determinations of these assets are materially higher than actual market values. An
increase in interest rates may cause a decrease in the volume of certain of our target assets, which could adversely affect our
ability to acquire target assets that satisfy our investment objectives and to make distributions to our stockholders. Rising interest
rates generally reduce the demand for mortgage loans due to the higher cost of borrowing. A reduction in the volume of
mortgage loans originated may affect the volume of target assets available to us, which could adversely affect our ability to
acquire assets that satisfy our investment objectives. Rising interest rates may also cause our target assets that were issued prior
to an interest rate increase to provide yields that are below prevailing market interest rates. If rising interest rates cause us to be
unable to acquire a sufficient volume of our target assets with a yield that is above our borrowing cost, our ability to satisfy our
investment objectives and to make distributions to our stockholders could be materially adversely affected. We are highly
dependent on information systems and third parties, and systems failures or cybersecurity incidents could disrupt our business.
Our business is highly dependent on information technology. In the ordinary course of our business, we may store sensitive
data, including our proprietary business information and that of our business partners, and personally identifiable information of
mortgage borrowers, on our networks. The secure maintenance and transmission of this information is critical to our operations.
Computer malware, viruses, ransomware and phishing attacks remain widespread and are increasingly sophisticated. We are
from time to time the target of attempted cyber threats. We continuously monitor and develop our information technology
networks and infrastructure to prevent, detect, address and mitigate the risk of unauthorized access, misuse, computer viruses
and other events that could have a security impact. Despite these security measures, our information technology and
infrastructure may be vulnerable to attacks by hackers or breached due to employee error, malfeasance or other disruptions. Any
such breach could compromise our networks and the information stored there could be accessed, publicly disclosed, lost or
stolen. Any such access, disclosure or other loss of information could result in legal claims or proceedings, liability under laws
that protect the privacy of personal information, regulatory penalties, disruption to our operations, or disruption to our trading
activities or damage our reputation, which could have a material adverse effect on our financial results and negatively affect the
market price of our securities and our ability to make distributions to stockholders. The resources required to protect our
information technology and infrastructure, and to comply with the laws and regulations related to data and privacy protection,
are subject to uncertainty. Even in circumstances where we are able to successfully protect such technology and infrastructure
from attacks, we may incur significant expenses in connection with our responses to such attacks. Government and regulatory
scrutiny of the measures taken by companies to protect against cybersecurity attacks has resulted in heightened cybersecurity
requirements and additional regulatory oversight. Any of the foregoing may adversely impact our results of operations and
financial condition. In addition, in connection with our ownership of Servicing Related Assets, we possess personally
identifiable information that is shared with third- party service providers, including our mortgage servicers, as required or
permitted by law. In the event the information technology networks and infrastructure of our third- party service providers,
including our mortgage servicers, is breached, we may be liable for losses suffered by individuals whose personal information is




stolen as a result of such breach and any such liability could be material. Even if we are not liable for such losses, any breach of
these third- party systems could expose us to material costs related to notifying affected individuals or other parties and
providing credit monitoring services, as well as to regulatory fines or penalties. The lack of liquidity of our assets may adversely
affect our business, including our ability to sell our assets. Mortgage- related assets generally experience periods of illiquidity,
including the period of delinquencies and defaults with respect to residential and commercial mortgage loans during the
financial crisis. In addition, validating third- party pricing for illiquid assets may be more subjective than with respect to more
liquid assets. Any illiquidity of our assets makes it difficult for us to sell such assets if the need or desire arises. In addition, if we
are required to liquidate all or a portion of our portfolio quickly, we may realize significantly less than the value at which we
previously recorded our assets. Assets that are illiquid are more difficult to finance, and to the extent that we use leverage to
finance assets that become illiquid we may lose that leverage or have it reduced. Assets tend to become less liquid during times
of financial stress, which is often the time that liquidity is most needed. As a result, our ability to sell assets or vary our portfolio
in response to changes in economic and other conditions may be limited by liquidity constraints, which could adversely affect
our results of operations and financial condition. We use leverage in executing our business strategy, which may adversely affect
the return on our assets and may reduce cash available for distribution to our stockholders, as well as increase losses when
economic conditions are unfavorable. A sudden, precipitous drop in value of our financed assets could quickly and seriously
reduce our available cash due to margin calls. We use leverage to finance our investments in certain of our target assets and to
enhance our financial returns. Our primary source of leverage is short- term borrowings under master repurchase agreements
collateralized by our RMBS assets (“ repo financing ). Other sources of leverage include MSR financings and, in the future,
may include other credit facilities. Through the use of leverage, we acquire positions with market exposure significantly greater
than the amount of capital committed to the transaction. Although we generally are not required to maintain any particular
minimum or maximum target debt- to- equity leverage ratio with respect to our RMBS assets, the amount of leverage we may
employ for this asset class will depend upon the availability of particular types of financing and our Manager-management ’ s
assessment of the credit, liquidity, price volatility, financing counterparty risk and other factors. Our Manager-management has
discretion, without the need for further approval by our board of directors, to change the amount of leverage we utilize for our
RMBS. A change in our leverage strategy may increase our exposure to interest rate and real estate market fluctuations or
require us to sell a portion of our existing investments, which could result in gains or losses and therefore increase our earnings
volatility. Decisions to employ additional leverage in executing our RMBS investment strategies could increase the risk inherent
in our RMBS acquisition strategy. Although we do not have a targeted debt- to- equity ratio for our RMBS, we are subject to
margin calls as a result of our repo financing activity. We use leverage for the primary purpose of financing our RMBS portfolio
and not for the purpose of speculating on changes in interest rates. We are restricted in the amount of leverage we may employ
by the terms and provisions of some of our financing agreements and the terms of agreements that we may enter into in the
future may include limits on leverage. Our ability to achieve our investment and leverage objectives depends on our ability to
borrow money in sufficient amounts and on favorable terms. In particular, our ability to build a significant servicing portfolio is
dependent on obtaining sufficient financing on attractive terms. In addition, we must be able to renew or replace our maturing
borrowings on a continuous basis. In recent years, investors and financial institutions that lend in the securities repurchase
market have tightened lending standards in response to the difficulties and changed economic conditions that have materially
adversely affected the RMBS market. These market disruptions have been most pronounced in the non- Agency RMBS market,
but the impact has also extended to Agency RMBS, which has made the value of these assets unstable and relatively illiquid
compared to prior periods. Merereeently-For example , at the beginning of the COVID- 19 pandemic in 2020 , the repo
financing market experienced a severe liquidity issue resulting in the infusion of additional liquidity by the H—S-Federal
Reserve. Similar market disruptions and liquidity issues in the future would increase our financing costs and reduce our
liquidity. In addition, because we rely on short- term financing, we are exposed to changes in the availability of financing which
may make it more difficult for us to secure continued financing. Leverage magnifies both the gains and the losses of our
positions. Leverage increases our returns as long as we earn a greater return on investments purchased with borrowed funds than
our cost of borrowing such funds. However, if we use leverage to acquire an asset and the value of the asset decreases, the
leverage may increase our loss. Even if the asset increases in value, if the asset fails to earn a return that equals or exceeds our
cost of borrowing, the leverage will decrease our returns. We are required to post large amounts of cash as collateral or margin to
secure our leveraged RMBS positions. In the event of a sudden, precipitous drop in value of our financed assets, we might not be
able to liquidate assets quickly enough to repay our borrowings, further magnifying losses. Even a small decrease in the value of
a leveraged asset may require us to post additional margin or cash collateral. Our debt service payments and posting of margin or
cash collateral will reduce cash flow available for distribution to stockholders. We may not be able to meet our debt service
obligations. To the extent that we cannot meet our debt service obligations, we risk the loss of some or all of our assets to sale to
satisfy our debt obligations. To the extent we might be compelled to liquidate qualifying real estate assets to meet margin calls
or otherwise repay debts, our compliance with the REIT rules regarding our assets and our sources of income could be
negatively affected, which could jeopardize our qualification as a REIT. Failing to qualify as a REIT would cause us to be
subject to U. S. federal income tax (and any applicable state and local taxes) on all of our income and decrease profitability and
cash available for distributions to stockholders. Adverse market developments generally will cause our lenders to require us to
pledge cash as additional collateral. If our assets were insufficient to meet these collateral requirements, we might be compelled
to liquidate particular assets at inopportune times and at unfavorable prices. Adverse market developments, including a sharp or
prolonged rise in interest rates, a change in prepayment rates or increasing market concern about the value or liquidity of one or
more types of our target assets, might reduce the market value of our portfolio, which generally will cause our lenders to initiate
margin calls. A margin call means that the lender requires us to pledge cash as additional collateral to re- establish the ratio of
the value of the collateral to the amount of the borrowing. If we are unable to satisfy margin calls, our lenders may foreclose on



our collateral. The liquidation of collateral may jeopardize our ability to qualify as a REIT. Our failure to qualify as a REIT
would cause us to be subject to U. S. federal income tax (and any applicable state and local taxes) on all of our income and
decrease profitability and cash available for distribution to our stockholders. Our use of repurchase transactions gives our lenders
greater rights in the event that we file for bankruptcy, which may make it difficult for us to recover our collateral in the event of
a bankruptcy filing. Our borrowings under master repurchase agreements are intended to qualify for special treatment under the
bankruptcy code, giving our lenders the ability to void the automatic stay provisions of the bankruptcy code and take possession
of and liquidate collateral pledged in our repurchase transactions without delay if we file for bankruptcy. Furthermore, the
special treatment of repurchase agreements under the bankruptcy code may make it difficult for us to recover our pledged assets
in the event that any of our lenders files for bankruptcy. Thus, the use of repurchase transactions exposes our pledged assets to
risk in the event of a bankruptcy filing by either our lenders or us. Any resulting loss of our pledged assets could have a material
adverse effect on our business, financial condition and results of operations. If our lenders default on their obligations to resell
the RMBS back to us at the end of the repurchase transaction term, the value of the RMBS has declined by the end of the
repurchase transaction term or we default on our obligations under the repurchase transaction, we will lose money on these
transactions. Any such losses may materially adversely affect our business, financial condition and results of operations and our
ability to pay distributions to our stockholders. When we engage in a repurchase transaction, we initially sell securities to the
financial institution in exchange for cash, and our counterparty is obligated to resell the securities to us at the end of the term of
the transaction, which is typically from 30 to 180 days, but which may be up to 364 days or more. The cash we receive when we
initially sell the securities is less than the value of those securities. This difference is referred to as the haircut. If these haircuts
are increased, we will be required to post additional cash collateral for our RMBS. If our counterparty defaults on its obligation
to resell the securities to us, we would incur a loss on the transaction equal to the amount of the haircut (assuming there was no
change in the value of the securities). See “ Item 7. Management’ s Discussion and Analysis of Financial Condition and Results
of Operations — Liquidity and Capital Resources ” for information regarding borrowings under the Company’ s repurchase
agreements. If we default on one of our obligations under a repurchase transaction, the counterparty can terminate the
transaction and cease entering into any other repurchase transactions with us. Such a default also would constitute a default
under many of our financing agreements with other counterparties. In that case, there is no assurance we would be able to
establish a suitable replacement facility on acceptable terms or at all. Hedging against interest rate changes and other risks may
materially adversely affect our business, financial condition and results of operations and our ability to make distributions to our
stockholders. Subject to maintaining our qualification as a REIT and applicable exceptions from the definition of “ investment
company ” under the Investment Company Act (as applicable) and satisfying the criteria for an exemption ne—aetiorrrelief
from the CFTC’ s commodity pool operator registration rules, we pursue various hedging strategies to seek to reduce our
exposure to adverse changes in interest rates. Our hedging activity varies in scope based on the level and volatility of interest
rates, the types of liabilities and assets held and other changing market conditions. Interest rate hedging may fail to protect or
could adversely affect us because, among other things: ¢ interest rate hedging can be expensive, particularly during periods of
rising and volatile interest rates;  available interest rate hedges may not correspond directly with the interest rate risk for which
protection is sought; ¢ the duration of the hedge may not match the duration of the related assets or liabilities being hedged; * to
the extent hedging transactions do not satisty certain provisions of the Code, and are not made through a TRS, the amount of
income that a REIT may earn from hedging transactions to offset interest rate losses is limited by U. S. federal tax provisions
governing REITs; ¢ the value of derivatives used for hedging may be adjusted from time to time in accordance with accounting
rules to reflect changes in fair value. Downward adjustments or *“ mark- to- market losses ”” would reduce our total stockholders’
equity; ¢ the credit quality of the hedging counterparty owing money on the hedge may be downgraded to such an extent that it
impairs our ability to sell or assign our side of the hedging transaction; and ¢ the hedging counterparty owing money in the
hedging transaction may default on its obligation to pay. Our hedging transactions, which are intended to limit losses, may
actually adversely affect our earnings, which could reduce our cash available for distribution to our stockholders. We may
change our investment strategy, investment guidelines and asset allocation without notice or stockholder consent, which may
result in riskier investments. In addition, our charter provides that our board of directors may authorize us to revoke or otherwise
terminate our REIT election, without the approval of our stockholders. Our board of directors has the authority to change our
investment strategy or asset allocation at any time without notice to or consent from our stockholders. To the extent that our
investment strategy changes in the future, we may make investments that are different from, and possibly riskier than, the
investments described in this Annual Report on Form 10- K and the other documents we file with the SEC from time to time. A
change in our investments may increase our exposure to interest rate and real estate market fluctuations or require us to sell a
portion of our existing investments, which could result in gains or losses and therefore increase our earnings volatility.
Furthermore, a change in our asset allocation could result in our allocating assets in a different manner than as described in this
Annual Report on Form 10- K. In addition, our charter provides that our board of directors may authorize us to revoke or
otherwise terminate our REIT election, without the approval of our stockholders, if it determines that it is no longer in our best
interests to qualify as a REIT. These changes could adversely affect our financial condition, results of operations, the market
value of our common or preferred stock, and our ability to make distributions to our stockholders. We operate in a highly
competitive market. Our profitability depends, in large part, on our ability to acquire targeted assets at favorable prices. We
compete with a number of entities when acquiring our targeted assets, including other mortgage REITs, financial companies,
public and private funds, commercial and investment banks and residential and commercial finance companies. We may also
compete with the B=S5-Federal Reserve and the U. S. Treasury to the extent they purchase assets in our targeted asset classes.
Many of our competitors are substantially larger and have considerably greater access to capital and other resources than we do.
Furthermore, new companies with significant amounts of capital have recently been formed or have raised additional capital and
may continue to be formed and raise additional capital in the future, and these companies may have objectives that overlap with



ours, which may create competition for assets we wish to acquire. Some competitors may have a lower cost of funds and access
to funding sources that are not available to us. In addition, some of our competitors may have higher risk tolerances or different
risk assessments, which could allow them to consider a wider variety of assets to acquire and establish more relationships than
us. We also may have different operating constraints from those of our competitors including, among others, (i) tax- driven
constraints such as those arising from our qualification as a REIT, (ii) restraints imposed on us by our efforts to comply with
certain exceptions from (otherwise avoid falling within) the definitions of an * investment company ” under the Investment
Company Act and (iii) restraints and additional costs arising from our status as a public company. Furthermore, competition for
assets in our targeted asset classes may lead to the price of such assets increasing, which may further limit our ability to generate
desired returns. We cannot assure you that the competitive pressures we face will not have a material adverse effect on our
business, financial condition and results of operations. We operate in a highly regulated environment and may be adversely
affected by changes in federal and state laws and regulations. We operate in a highly regulated environment and are
subject to the rules, regulations, approvals, licensing, reporting and examination requirements of various federal, state
and local authorities. Any change in applicable federal, state or local laws, rules and regulations, including as a result of
executive orders, or the interpretation or enforcement thereof, could have a substantial impact on our assets, operating
expenses, business strategies and results of operations. Our inability or failure to comply with the rules, regulations or
reporting requirements, to obtain or maintain approvals and licenses applicable to our businesses, or to satisfy annual or
periodic examinations may impact our ability to do business and expose us to fines, penalties or other claims and, as a
result, could harm our business. Our ability to make distributions to our stockholders depends on our operating results, our
financial condition and other factors, and we may not be able to make regular cash distributions at a fixed rate or at all under
certain circumstances. We intend to continue to distribute to our stockholders all or substantially all of our REIT taxable income
in each year (subject to certain adjustments) and may distribute more than our REIT taxable income. This distribution policy
enables us to avoid being subject to U. S. federal income tax on our taxable income that we distribute to our stockholders.
However, our ability to make distributions will depend on our earnings, applicable law, our financial condition and such other
factors as our board of directors may deem relevant from time to time. We will declare and make distributions to our
stockholders only to the extent approved by our board of directors. We face possible risks associated with the effects of climate
change and severe weather. To the extent that climate change impacts changes in weather patterns, assets in which we hold a
direct or indirect interest could experience severe weather, including hurricanes, severe winter storms, wildfires and flooding
due to increases in storm intensity and rising sea levels, among other effects that could impact house prices and housing- related
costs and / or disrupt borrowers’ ability to pay their mortgage. Moreover, long term climate change could trigger extreme
weather conditions that result in macroeconomic and demographic shifts. Over time, these conditions could result in repricing of
the assets that we hold. There can be no assurance that climate change and severe weather will not have a material adverse effect
on our financial performance. Increasing attention to ESG matters may impact our business. Increasing attention to, and social
expectations on businesses to address, climate change and other environmental and social impacts, alongside investor and
societal explanations regarding voluntary ESG disclosures, may result in increased costs in order for us to comply and decreased
access to capital. Moreover, increasing attention to climate change and its associated risks may also lead to the expectation of
voluntary ESG disclosures from our industry, which may cause a reduction in the production or origination of certain of our
targeted assets or changes that make the returns on these assets less attractive and could negatively impact our portfolio and our
results of operations, financial condition and our ability to pay dividends to our stockholders. Additionally, organizations that
provide information to investors on corporate governance and related matters have developed ratings processes for evaluating
companies on their approach to ESG matters. Such ratings are used by investors to inform their investment and voting decisions.
Unfavorable ESG ratings may lead to increased negative sentiment toward us or the assets in which we invest and to the
diversion of investments more in line with enVlronmental sustamablllty, which could have a negative 1mpact on our access to
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exeettiotrof our-businessstrategies-and-risk management pfae&ees-pollcles and procedures may not be effectlve We have
established and maintain various risk management policies and procedures designed to identify, monitor and mitigate
financial risks, such as credit risk, interest rate risk, prepayment risk and liquidity risk, as well as operational,
information security and compliance risks related to our business, assets and liabilities. The-These departare-policies and
procedures may not sufficiently identify all of the risks to which we are or may become exposed or mitigate the risks we
have identified. Any expansion of our business activities may result in our being exposed to risks to which we have not
previously been exposed or may increase our exposure to certain types of risks. Alternatively, any narrowing of our senter
offteers-business activities may increase the concentration of our exposure to certain types of risk. Any failure to
effectively identify and mitigate the risks to which we are exposed could have an a-matertal-adverse effect on our business,
results of operations and financial condition. The development and use of Al technology could lead to legal or regulatory
actions, harm our reputation, or have a significant negative impact on our business. We anticipate that the increasing
adoption of AI will heavily influence customer preferences and market trends in our industry. Our ability to achteve
effectively and ethically adopt Al solutions may be important to our ebjeetives-financial performance and long- term
growth. However, we may be unable to keep up with the rapid advancements and widespread adoption of Al by
competitors, potentially affecting our business and financial outcomes. Al introduces risks, challenges and unintended
consequences that may influence both our and our customers’ willingness to adopt and utilize this technology. For



instance, Al algorithms and machine learning methods may contain flaws, raising ethical and legal concerns, such as
unintentional bias in credit decisions. Additionally, the complexity and fast- paced evolution of AI present significant
challenges, especially as we compete with other companies in this space . e may ean-offernio-not assuranee-that-always
succeed in identifying our— or Managerwillremainresolving problems before they emerge. Al- related challenges,
including potential government regulations, ﬂaws, ot or ﬁaanagefother deﬁc1enc1es, could expose us to further risks.
Risks Related to the Termlnatlon of ot-our that-we-wiite v 6

etheﬁaee-}ed—rm%estmeﬁt—vehie}es-lhdt the termlnatlon 0f the vestd ’ o
thatundereur-management agreement netther-, the elimination of the quarterly management fee payment and the

transition to a self- management structure will result in material benefits to our Managernor-stockholders, including
substantial cost savings, the potential for enhanced returns on future capital growth, the elimination of conflicts of
interest and strengthened alignment of interests between management and stockholders, and the potential to attract new



institutional investors. Our ability to fully and timely realize the anticipated benefits of this transition is subject to
various risks. Certain risks that may adversely impact the process include: any entity-eentroted-adverse impacts resulting
from litigation with CHMM related to the termination of the management agreement; unforeseen or higher than
anticipated expenses following the transition; and other unforeseen developments resulting from the change in our
management structure. The failure to manage the transition process efficiently and effectively could result in the
anticipated benefits of the transition not being realized in the timeframe currently anticipated or at all. Following our
internalization, we are responsible for functions previously performed by er-our external manager, which may result in
additional costs, including, among other things, expenses related to hiring and retaining employees, compensation and
benefits, and other operational and administrative costs. We are also subject to potential liabilities commonly faced by
employers, such as workers’ compensation claims, labor disputes, and other employee- related matters. If the ongoing
costs of operating as an internally managed company exceed the expenses we previously incurred under eommetneontrot
with-our-Manageris-permitted-toraise-or-our external management structure speﬂser—aﬂ-y—new—pee}ed—rrwestrﬂeﬂwehie}e
whose-investmentpolietes-, guidelines-or-our financial condition ptan as-is-pritnary-vestiten Hrvestments-in
ExeessMSRs—The-abitity-of our-Manager-and -rts—e-fﬁeers—aﬂd-emp*eyees-results of operatlons could be adversely affected
Potential legal matters related to engage-in-other—- the termination businiess-aetivities; subjeet-to-the-terms-of eur-the

management agreement with CHMM could adversely affect our business, results of operations, and our financial
condition. As of the date of filing this Annual Report on Form 10- K, no litigation relating to our termination of the
management agreement without payment of a termination fee is pending. While we are not aware of any plans by
CHMM, our former external Manager-manager . to file a complaint against us relating to mayreduee-the-ametnt-of time
our-Managerits-offieers-or-our termination of the management agreement, it is possible that CHMM could file a
complaint against us alleging, among other empleyeesspend-managing-things, breach of contract. Our board of directors
believes that we complied with the terms of the management agreement and that any complaint filed by CHMM would
be without merit. However, the results of litigation are inherently uncertain and we are unable to predict the outcome of
any lltlgatlon relatlng to termlnatlon of the management agreement 1f it is commenced by CHMM or by us —I-ﬂ—&dd-rt—reﬁ—

fepﬁtat-reﬂ—costs and fees that may be awarded to CHMM could be éamaged—rf—mgmﬁcant While we fail-or-appear-would
dispute and intend to fail-vigorously defend against any claims made by CHMM that we breached the terms of the
management agreement fe—dea-l—&ppfepﬂa-te}y—lt is poss1ble that the results of any potentlal lltlgatlon W 11 h CHMM otte-of




: b e eted-. Risks Related to Our Organizational
-Sﬁfue‘fufeM&l-nteﬁaﬂee-Structure Malntenance of certaln exceptlons from (or 0therw1$e not falling within) the definitions of *
investment company ” under the Investment Company Act imposes significant limitations on our operations. We intend to
continue to conduct our operations so that neither we nor any of our subsidiaries is required to register as an investment
company under the Investment Company Act. This limits the types of businesses in which we may engage and the assets we
may hold and the manner in which we hold them. Certain of our subsidiaries rely on the exception provided by Section 3 (c) (5)
(C) under the Investment Company Act which is designed for entities primarily engaged in the business of “ purchasing or
otherwise acquiring mortgages and other liens on and interests in real estate . ” —This exception generally requires that at least 55
% of the entity’ s assets consist of qualifying real estate interests and at least 80 % of the entity’ s assets consist of qualifying
real estate interests or real estate- related assets (with no more than 20 % in miscellaneous assets). These requirements limit the
types of assets those subsidiaries can own and the timing of sales and purchases of those assets. To classify the assets held by
our subsidiaries as qualifying real estate interests or real estate- related assets, we seek to rely on no- action letters and other
guidance published by the SEC staff regarding those kinds of assets, as well as upon our analyses (in consultation with outside
counsel) of guidance published with respect to other types of assets. There can be no assurance that the laws and regulations
governing the Investment Company Act status of companies similar to ours, or the guidance from the SEC or its staff regarding
the treatment of assets as qualifying real estate interests or real estate- related assets, will not change in a manner that adversely
affects our operations. To the extent that the SEC staff provides more specific guidance regarding any of the matters bearing
upon our investment company status, we may be required to adjust our strategy accordingly. Any additional guidance from the
SEC staff could further inhibit our ability to pursue the strategies that we have chosen. Furthermore, although we intend to
monitor the assets of our subsidiaries regularly, there can be no assurance that our subsidiaries will be able to maintain their
exception from registration. Any of the foregoing could require us to adjust our strategy, which could limit our ability to make
certain investments or require us to sell assets in a manner, at a price or at a time that we otherwise would not have chosen. This
could negatively affect the value of our common or preferred stock, the sustainability of our business model and our ability to
make distributions. The ownership limits in our charter may discourage a takeover or business combination that may have
benefited our stockholders. To assist us in qualifying as a REIT, among other purposes, our charter generally limits, unless
waived by our board of directors, the beneficial or constructive ownership of any class of our stock by any person, other than
MﬁM-tdd-}eﬁa&n-any excepted holder with an excepted holder limit (each as defined in our charter) , to no more than 9. 0 %
in value or the number of shares, whichever is more restrictive, of the outstanding shares of any class or series of our stock. This
and other restrictions on ownership and transfer of our shares of stock contained in our charter may discourage a change of
control of us and may deter individuals or entities from making tender offers for our common stock on terms that might be
financially attractive to you or which may cause a change in our management. In addition to deterring potential transactions that
may be favorable to our stockholders, these provisions may also decrease your ability to sell our common stock because they
make purchases of our common stock less attractive. Our stockholders’ ability to control our operations is severely limited. Our
board of directors approves our major strategies, including our strategies regarding investments, financing, growth, debt
capitalization, REIT qualification and distributions. Our board of directors may amend or revise these and other strategies
without a vote of our stockholders. Certain provisions of Maryland law could inhibit a change in our control. Certain provisions
of the Maryland General Corporation Law, or the MGCL, may have the effect of inhibiting a third party from making a proposal
to acquire us or impeding a change of control under circumstances that otherwise could provide our stockholders with the
opportunity to realize a premium over the then- prevailing market price of our common stock, including: * “ business
combination ” provisions that, subject to limitations, prohibit certain business combinations between us and an “ interested
stockholder ” (defined generally as any person who beneficially owns 10 % or more of the voting power of our outstanding
voting stock or an affiliate or associate of ours who, at any time within the two- year period immediately prior to the date in
question, was the beneficial owner of 10 % or more of the voting power of our then- outstanding stock) or an affiliate of an
interested stockholder for five years after the most recent date on which the stockholder became an interested stockholder, and
thereafter require two supermajority stockholder votes to approve any such combination; and * “ control share ” provisions that
provide that a holder of *“ control shares ” of the Company (defined as voting shares of stock which, when aggregated with all
other shares of stock owned by the acquiror or in respect of which the acquiror is able to exercise or direct the exercise of voting
power (except solely by virtue of a revocable proxy), entitle the acquiror to exercise one of three increasing ranges of voting
power in electing directors) acquired in a *“ control share acquisition ” (defined as the direct or indirect acquisition of ownership
or control of issued and outstanding * control shares, ” subject to certain exceptions) generally has no voting rights with respect
to the control shares except to the extent approved by our stockholders by the affirmative vote of two- thirds of all the votes
entitled to be cast on the matter, excluding all interested shares. We have elected to opt- out of these provisions of the MGCL, in
the case of the business combination provisions, by resolution of our board of directors exempting any business combination
between us and any other person (provided that such business combination is first approved by our board of directors, including
a majority of our directors who are not affiliates or associates of such person), and, in the case of the control share provisions,
pursuant to a provision in our bylaws. However, our board of directors may by resolution elect to repeal the foregoing opt- out
from the business combination provisions of the MGCL, and we may, by amendment to our bylaws, opt in to the control share
provisions of the MGCL in the future. Our authorized but unissued common and preferred stock may prevent a change in our
control. Our charter authorizes us to issue additional authorized but unissued common stock and preferred stock without
stockholder approval. In addition, our board of directors may, without stockholder approval, (i) amend our charter to increase or
decrease the aggregate number of our shares of stock or the number of shares of any class or series of stock that we have
authority to issue, (ii) classify or reclassify any unissued common stock or preferred stock and set the preferences, rights and
other terms of the classified or reclassified shares. As a result, among other things, our board may establish a class or series of



common stock or preferred stock that could delay or prevent a transaction or a change in our control that might involve a
premium price for our common stock or otherwise be in the best interests of our stockholders. Our rights and the rights of our
stockholders to take action against our directors and officers are limited, which could limit your recourse in the event of actions
not in your best interest. Our charter limits the liability of our present and former directors and officers to us and our
stockholders for money damages to the maximum extent permitted under Maryland law. Under current Maryland law, our
present and former directors and officers will not have any liability to us or our stockholders for money damages other than
liability resulting from: « actual receipt of an improper benefit or profit in money, property or services; or * active and deliberate
dishonesty by the director or officer that was established by a final judgment and is material to the cause of action. In addition,
our charter authorizes us to indemnify our present and former directors and officers for actions taken by them in those and other
capacities to the maximum extent permitted by Maryland law, and our bylaws require us to indemnify our present and former
directors and officers, to the maximum extent permitted by Maryland law, in the defense of any proceeding to which he or she is
made, or threatened to be made, a party by reason of his or her service to us as a director or officer in those and other capacities.
In addition, we may be obligated to pay or reimburse the expenses incurred by our present and former directors and officers
without requiring a preliminary determination of their ultimate entitlement to indemnification. As a result, we and our
stockholders may have more limited rights against our present and former directors and officers than might otherwise exist
absent the current provisions in our charter and bylaws or that might exist with other companies, which could limit your recourse
in the event of actions not in your best interests. Our charter contains provisions that make removal of our directors difficult,
which could make it difficult for our stockholders to effect changes to our management. Our charter provides that, subject to the
rights of holders of one or more classes or series of preferred stock to elect or remove one or more directors, a director may be
removed only for “ cause ” (as defined in our charter), and then only by the affirmative vote of at least two- thirds of the votes
entitled to be cast generally in the election of directors. Vacancies may be filled only by a majority of the remaining directors in
office, even if less than a quorum, for the full term of the directorship in which the vacancy occurred (other than vacancies
among any directors elected by the holder or holders of any class or series of preferred stock, if such right exists). These
requirements make it more difficult to change our management by removing and replacing directors and may prevent a change
in our control that is in the best interests of our stockholders. Risks Related to Our Common SteekFhe—-- Stock The market
price and trading volume of our common stock may be volatile. The market price of our common stock may be highly volatile
and subject to wide fluctuations. In addition, the trading volume in our common stock may fluctuate and cause significant price
variations to occur. The stock market has experienced price and volume fluctuations that have affected the market price of many
companies in industries similar or related to ours and that have been unrelated to these companies’ operating performances.
These broad market fluctuations could reduce the market price of our common stock. Furthermore, our operating results and
prospects may be below the expectations of public market analysts and investors or may be lower than those of companies with
comparable market capitalizations, which could lead to a material decline in the market price of our common stock. If the
market price of our common stock declines significantly, you may be unable to resell your shares at a gain. Further, fluctuations
in the trading price of our common stock may adversely affect the liquidity of the trading market for our common stock and, in
the event that we seek to raise capital through future equity financings, our ability to raise such equity capital. We cannot assure
you that the market price of our common stock will not fluctuate or decline significantly in the future. Some of the factors that
could negatively affect our share price or result in fluctuations in the price or trading volume of our common stock include: * the
uncertainty and economic impact of global pandemics, ineludingthe-COVID-—+9-pandemie-and the resulting impact on market
liquidity, the value of assets and availability of financing; * actual or anticipated variations in our quarterly operating results; ¢
increases in market interest rates that lead purchasers of our common stock to demand a higher yield or to seek alternative
investments; ¢ changes in market valuations of similar companies; * adverse market reaction to any increased indebtedness we
incur in the future; * additions or departures of key personnel; * actions by stockholders; ¢ speculation in the press or investment
community; ¢ general market, economic and political conditions and the impact of these conditions on the global credit markets;
« the operating performance of other similar companies; * changes in accounting principles; and * passage of legislation, changes
in monetary policy or other regulatory developments that adversely affect us or our industry. Future sales of our common stock
or securities convertible into or exercisable as exchangeable for our common stock could cause the market value of our
common stock to decline and could result in dilution of your shares. Sales of substantial amounts of shares of our common stock
or securities convertible into or exercisable as exchangeable for our common stock could cause the market price of our
common stock to decrease significantly. We cannot predict the effect, if any, of future sales of our common stock or securities
convertible into or exercisable as exchangeable for our common stock, or the availability of shares of our common stock for
future sales, on the value of our common stock. Sales of substantial amounts of shares of our common stock or securities
convertible into our common stock, or the perception that such sales could occur, may adversely affect prevailing market values
for our common stock. Future offerings of debt securities, which would rank senior to our common stock upon our liquidation,
and future offerings of equity securities, which would dilute the common stock holdings of our existing stockholders and may be
senior to our common stock for the purposes of dividend and liquidating distributions, may adversely affect the market price of
our common stock. In the future, we may attempt to increase our capital resources by making offerings of debt or additional
offerings of equity securities, including commercial paper, medium- term notes, senior or subordinated notes and classes of
preferred stock or common stock. Upon liquidation, holders of our debt securities and shares of preferred stock and lenders with
respect to other borrowings will receive a distribution of our available assets prior to the holders of our common stock.
Additional equity offerings may dilute the holdings of our existing stockholders or reduce the market price of our common
stock, or both. Our preferred stock could have a preference on liquidating distributions or a preference on dividend payments
that could limit our ability to make a dividend distribution to the holders of our common stock. Because our decision to issue
securities in any future offering will depend on market conditions and other factors beyond our control, we cannot predict or



estimate the amount, timing or nature of our future offerings. Thus, holders of our common stock bear the risk of our future
offerings reducing the market price of our common stock and diluting their stock holdings in us. We have not established a
minimum distribution payment level with respect to our common stock, and we cannot assure you of our ability to make
distributions in the future. We expect to make regular distributions to holders of our common stock and preferred stock in
amounts such that we distribute all or substantially all of our REIT taxable income in each year. We have not established a
minimum distribution payment level with respect to our common stock, and our ability to make distributions may be adversely
affected by a number of factors, including the risk factors described in this Annual Report on Form 10- K. All distributions will
be made at the discretion of our board of directors and will depend on our earnings, our financial condition, debt covenants,
maintenance of our REIT qualification, applicable law and other factors as our board of directors may deem relevant from time
to time. No assurance can be given that the level of any distributions we make to our stockholders will achieve a market yield or
increase or even be maintained over time, any of which could materially and adversely affect the market price of our common
stock. In addition, some of our distributions may include a return of capital, which would reduce the amount of capital available
to operate our business. Distributions that we make to our stockholders will generally be taxable to our stockholders as ordinary
income. However, a portion of our distributions may be designated by us as long- term capital gains to the extent that they are
attributable to capital gain income recognized by us or may constitute a return of capital to the extent that they exceed our
earnings and profits as determined for U. S. federal income tax purposes. A return of capital is not taxable, but has the effect of
reducing the tax basis of a stockholder” s investment in our common stock. Risks Related to QurPreferred-StoekOur-8-—20-%
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marketriskeRisksRelatedte-U. S. Federal Income FaxOur-Tax Our failure to qualify as a REIT would subject us to U. S.
federal, state and local income taxes, which could adversely affect the value of our common stock and would substantially
reduce the cash available for distribution to our stockholders. We operate in a manner that is intended to cause us to qualify as a
REIT for U. S. federal income tax purposes. However, the U. S. federal income tax laws governing REITs are complex, and
interpretations of the U. S. federal income tax laws governing qualification as a REIT are limited. Moreover, our qualification
and taxation as a REIT depend upon our ability to meet on a continuing basis, through actual annual operating results, certain
qualification tests set forth in the U. S. federal income tax laws. Although we intend to operate so that we continue to qualify as
a REIT, given the complex nature of the rules governing REITs, the ongoing importance of factual determinations, including the
potential tax treatment of the investments we make, and the possibility of future changes in our circumstances, no assurance can
be given that our actual results of operations for any particular taxable year will satisfy such requirements. If we fail to qualify
as a REIT in any calendar year, and do not qualify for certain statutory relief provisions, we would be required to pay U. S.
federal income tax (and any applicable state and local taxes), on our taxable income at the corporate rate, and dividends paid to
our stockholders would not be deductible by us in computing our taxable income. Further, if we fail to qualify as a REIT, we
might need to borrow money or sell assets in order to pay any resulting tax. Our payment of income tax would decrease the
amount of our income available for distribution to our stockholders. Furthermore, if we fail to qualify or maintain our
qualification as a REIT, we no longer would be required under U. S. federal tax laws to distribute substantially all of our REIT
taxable income to our stockholders. Unless our failure to qualify as a REIT was subject to relief under U. S. federal tax laws, we
could not re- elect to qualify as a REIT until the fifth calendar year following the year in which we failed to qualify. Complying
with REIT requirements may cause us to forego or liquidate otherwise attractive investments. To qualify as a REIT, we must
continually satisfy various tests regarding the sources of our income, the nature and diversification of our assets, the amounts we
distribute to our stockholders and the ownership of our common stock. In order to meet these tests, we may be required to forego
investments we might otherwise make. We may be required to make distributions to stockholders at disadvantageous times or
when we do not have funds readily available for distribution. In addition, we may be unable to pursue investments that would be
otherwise advantageous to us in order to satisfy the source of income or asset diversification requirements for qualifying as a
REIT. Thus, compliance with the REIT requirements may hinder our investment performance. Failure to make required
distributions would subject us to tax, which would reduce the cash available for distribution to our stockholders. To qualify as a
REIT, we must distribute to our stockholders each calendar year at least 90 % of our REIT taxable income (including certain



items of non- cash income), determined without regard to the deduction for dividends paid and excluding net capital gain. To
the extent that we satisfy the 90 % distribution requirement, but distribute less than 100 % of our taxable income, we will be
subject to U. S. federal corporate income tax on our undistributed income. In addition, we will incur a 4 % nondeductible excise
tax on the amount, if any, by which our distributions in any calendar year are less than the sum of: * 85 % of our REIT ordinary
income for that year; * 95 % of our REIT capital gain net income for that year; and ¢ any undistributed taxable income from
prior years. We intend to distribute our taxable income to our stockholders in a manner intended to satisty the 90 % distribution
requirement and to avoid both corporate income tax and the 4 % nondeductible excise tax. However, there is no requirement
that TRSs distribute their after- tax net income to their parent REIT or its stockholders. Our taxable income may substantially
exceed our net income as determined based on GAAP, because, for example, realized capital losses will be deducted in
determining our GAAP net income, but may not be deductible in computing our taxable income. In addition, we may invest in
assets that generate taxable income in excess of economic income or in advance of the corresponding cash flow from the assets.
As aresult of the foregoing, we may generate less cash flow than taxable income in a particular year. To the extent that we
generate such non- cash taxable income in a taxable year, we may incur corporate income tax and the 4 % nondeductible excise
tax on that income if we do not distribute such income to stockholders in that year. In that event, we may be required to use cash
reserves, incur debt, sell assets, make taxable distributions of our shares or debt securities or liquidate non- cash assets at rates or
at times that we regard as unfavorable to satisfy the distribution requirement and to avoid corporate income tax and the 4 %
nondeductible excise tax in that year. We may satisfy the 90 % distribution test with taxable distributions of our stock or debt
securities. The IRS has issued Revenue Procedure 2017- 45 authorizing elective cash / stock dividends to be made by publicly
held REITs (i. e., REITs that are required to file annual and periodic reports with the SEC under the Exchange Act). Pursuant to
Revenue Procedure 2017- 45, the IRS will treat the distribution of stock pursuant to an elective cash / stock dividend as a
distribution of property under Section 301 of the Code (i. e., a dividend), as long as at least 20 % of the total dividend is
available in cash and certain other parameters detailed in the Revenue Procedure are satisfied. We have paid dividends in our
own stock in the past and may pay dividends in our own stock in the future. If in the future we choose to pay dividends in our
own stock, our stockholders may be required to pay tax in excess of the cash that they receive. Despite qualification as a REIT,
we may face other tax liabilities that reduce our cash flows. Despite qualification as a REIT, we may be subject to certain U. S.
federal, state and local taxes on our income and assets, including taxes on any undistributed income, tax on income from some
activities conducted as a result of a foreclosure, and state or local income, property and transfer taxes. In addition, Solutions,
Aurora and any other TRSs we form will be subject to regular corporate U. S. federal, state and local taxes. Any of these taxes
would decrease cash available for distributions to our stockholders. We may lose our REIT qualification or be subject to a
penalty tax if the U. S. Internal Revenue Service, or IRS, successfully challenges our characterization of our investments in
Excess MSRs. We have created, and may create in the future, Excess MSRs from the MSRs held by Aurora. The IRS has issued
two private letter rulings to other REITs concluding that Excess MSRs are qualifying assets for purposes of the 75 % asset test
and produce qualifying income for purposes of the 75 % gross income test. Any income that is qualifying income for the 75 %
gross income test is also qualifying income for the 95 % gross income test. A private letter ruling may be relied upon only by
the taxpayer to whom it is issued, and the IRS may revoke a private letter ruling. Based on these private letter rulings and other
IRS guidance regarding excess mortgage servicing fees, we generally intend to treat our investments in Excess MSRs as
qualifying assets for purposes of the 75 % asset test and as producing qualifying income for purposes of the 95 % and 75 %
gross income tests. However, we have not sought, and we do not intend to seek, our own private letter ruling. Thus, it is possible
that the IRS could successfully take the position that our Excess MSRs are not qualifying assets or do not produce qualifying
income, presumably by recharacterizing Excess MSRs as an interest in servicing compensation, in which case we may fail one
or more of the income and asset requirements for REIT qualification. If we failed one of those tests, we would either be required
to pay a penalty tax, which could be material, to maintain REIT status, or we would fail to qualify as a REIT. The failure of
RMBS subject to a repurchase agreement to qualify as real estate assets would adversely affect our ability to qualify as a REIT.
We have entered into repurchase agreements under which we nominally sell certain of our RMBS to a counterparty and
simultaneously agree to repurchase the sold assets. We believe that, for U. S. federal income tax purposes, these transactions
will be treated as secured debt and we will be treated as the owner of the RMBS that are the subject of any such repurchase
agreement notwithstanding that such agreements may transfer record ownership of such assets to the counterparty during the
term of the agreement. It is possible, however, that the IRS could successfully assert that we do not own the RMBS during the
term of the repurchase agreement, in which case we could fail to qualify as a REIT. Uncertainty exists with respect to the
treatment of our TBAs for purposes of the REIT asset and income tests. We may utilize TBAs as a means of investing in and
financing Agency RMBS. While there is no direct authority with respect to the qualification of TBAs as real estate assets or U.
S. Government securities for purposes of the 75 % asset test or the qualification of gains from dispositions of TBAs as gains
from the sale of real property (including interests in real property and interests in mortgages on real property) or other qualifying
income for purposes of the 75 % gross income test, we treat our TBAs as qualifying assets for purposes of the REIT asset tests,
and we treat income and gains from our TBAs as qualifying income for purposes of the 75 % gross income test, based on an
opinion of counsel substantially to the effect that (i) for purposes of the REIT asset tests, our ownership of a TBA should be
treated as ownership of real estate assets, and (ii) any gain recognized by us in connection with the settlement of our TBAs
should be treated as qualifying income for purposes of the 75 % REIT gross income test. Opinions of counsel are not binding on
the IRS, and no assurance can be given that the IRS will not successfully challenge the conclusions set forth in such opinions. In
addition, it must be emphasized that the opinion of counsel is based on various assumptions relating to our TBAs and is
conditioned upon fact- based representations and covenants made by our management regarding our TBAs. No assurance can be
given that the IRS would not assert that such assets or income are not qualifying assets or income. If the IRS were to
successfully challenge the opinion of counsel, we could be subject to a penalty tax or we could fail to remain qualified as a



REIT if a sufficient portion of our assets consists of TBAs or a sufficient portion of our income consists of income or gains from
the disposition of TBAs. Complying with REIT requirements may limit our ability to hedge effectively. The REIT provisions of
the Code substantially limit our ability to hedge. Our aggregate gross income from non- qualifying hedges, fees, and certain
other non- qualifying sources cannot exceed 5 % of our annual gross income. As a result, we might have to limit our use of
advantageous hedging techniques or implement those hedges through a TRS. Any hedging income earned by a TRS would be
subject to U. S. federal, state and local income tax at regular corporate rates. This could increase the cost of our hedging
activities or expose us to greater risks associated with interest rate changes or other changes than we would otherwise want to
bear. Our ownership of and relationship with Setatiens;Awrera-our TRSs (and any future TRSs that we may form ) will be
limited and a failure to comply with the limits would jeopardize our REIT status and may result in the application of a 100 %
excise tax. A REIT may own up to 100 % of the stock of one or more TRSs. A TRS may earn income that would not be
qualifying income if earned directly by the parent REIT. Both the subsidiary and the REIT must jointly elect to treat the
subsidiary as a TRS. A corporation (other than a REIT) of which a TRS directly or indirectly owns more than 35 % of the voting
power or value of the stock will automatically be treated as a TRS. Overall, no more than 20 % of the value of a REIT” s total
assets may consist of stock or securities of one or more TRSs. A domestic TRS will pay U. S. federal, state and local income tax
at regular corporate rates on any income that it earns. In addition, if a TRS borrows funds either from us or a third party, it may
be unable to deduct all or a portion of the interest paid, resulting in a higher corporate level tax liability. Further, the REIT rules
also impose a 100 % excise tax on certain transactions between a TRS and its parent REIT that are not conducted on an arm’ s-
length basis. Our ownership limitation may restrict change of control or business combination opportunities in which our
stockholders might receive a premium for their common stock. In order for us to qualify as a REIT for each taxable year, no
more than 50 % in value of our outstanding shares of stock may be owned, directly or indirectly, by five or fewer individuals
during the last half of any calendar year. “ Individuals * for this purpose include natural persons, private foundations, some
employee benefit plans and trusts, and some charitable trusts. In order to help us qualify as a REIT, among other purposes, our
charter generally prohibits any person, other than Mr. Middleman, from beneficially or constructively owning more than 9. 0 %
in value or in number of shares, whichever is more restrictive, of the outstanding shares of any class or series of our stock. The
ownership limitation and other restrictions could have the effect of discouraging a takeover or other transaction in which holders
of shares of our common stock might receive a premium for their common stock over the then- prevailing market price or which
holders might believe to be otherwise in their best interests. Dividends payable by REITs do not qualify for the reduced tax rates
available for some dividends. The maximum tax rate applicable to *“ qualified dividend income ” payable to U. S. stockholders
that are taxed at individual rates is 20 % (plus the 3. 8 % surtax on net investment income, if applicable). Dividends payable by
REITs, however, are generally not eligible for the reduced rates on qualified dividend income. However, REIT dividends
constitute “ qualified business income ” and thus a 20 % deduction is available to individual taxpayers with respect to such
dividends, resulting in a 29. 6 % maximum federal tax rate (plus the 3. 8 % surtax on net investment income, if applicable) for
individual U. S. stockholders. Unless Congress takes action, the 20 % deduction applicable to REIT dividends will expire on
January 1, 2026. The more favorable rates applicable to regular corporate qualified dividends could cause investors who are
taxed at individual rates to perceive investments in REITSs to be relatively less attractive than investments in the stocks of non-
REIT corporations that pay dividends, which could adversely affect the value of the shares of REITs, including our stock. We
may be subject to adverse legislative or regulatory tax changes that could reduce the market price of our common stock. At any
time, the U. S. federal income tax laws or regulations governing REITSs or the taxation of REIT stockholders or the
administrative interpretations of those laws or regulations may be amended. We cannot predict when or if any new U. S. federal
income tax law, regulation or administrative interpretation, or any amendment to any existing U. S. federal income tax law,
regulation or administrative interpretation, will be adopted, promulgated or become effective and any such law, regulation or
interpretation may take effect retroactively. We and our stockholders could be adversely affected by any such change in, or any
new, U. S. federal income tax law, regulation or administrative interpretation. Our recognition of “ phantom ” income may
reduce a stockholder’ s after- tax return on an investment in our common stock. We may recognize taxable income in excess of
our economic income, or ““ phantom income ”, in the first years that we hold certain investments, and experience an offsetting
excess of economic income over our taxable income in later years. As a result, stockholders at times may be required to pay U.
S. federal income tax on distributions that economically represent a return of capital rather than a dividend. These distributions
would be offset in later years by distributions representing economic income that would be treated as returns of capital for U. S.
federal income tax purposes. Taking into account the time value of money, this acceleration of U. S. federal income tax
liabilities may reduce a stockholder’ s after- tax return on his or her investment to an amount less than the after- tax return on an
investment with an identical before- tax rate of return that did not generate phantom income. Future revisions in the U. S.
federal tax laws and interpretations thereof may affect or cause us to change our investments and commitments, and
affect the tax considerations of an investment in us. Any such revisions could have an adverse effect on an investment in
our securities or on the market value or the resale potential of our assets. Shareholders are urged to consult with their
tax advisor with respect to the impact of such revisions on their investment in our shares and the status of legislative,
regulatory or administrative developments and proposals and their potential effect on an investment in our shares.
Although REITSs generally receive certain tax advantages compared to entities taxed as regular corporations, it is
possible that future legislation would result in a REIT having fewer tax advantages, and it could become more
advantageous for a company that invests in real estate to elect to be treated for U. S. federal income tax purposes as a
corporation. Liquidation of our assets may jeopardize our REIT qualification. To maintain our qualification as a REIT, we
must comply with requirements regarding our assets and our sources of income. If we are compelled to liquidate our assets to
repay obligations to our lenders or for other reasons, we may be unable to comply with these requirements, thereby jeopardizing
our qualification as a REIT, or we may be subject to a 100 % tax on any resultant gain if we sell assets that are treated as



inventory or property held primarily for sale to customers in the ordinary course of business. Our qualification as a REIT and
exemption from U. S. federal income tax with respect to certain assets may be dependent on the accuracy of legal opinions or
advice rendered or given or statements by the issuers of assets that we acquire, and the inaccuracy of any such opinions, advice
or statements may adversely affect our REIT qualification and result in significant corporate- level tax. When purchasing
securities, we may rely on opinions or advice of counsel for the issuer of such securities, or statements made in related offering
documents, for purposes of determining whether such securities represent debt or equity securities for U. S. federal income tax
purposes, the value of such securities, and also to what extent those securities constitute qualified real estate assets for purposes
of the REIT asset tests and produce income that qualifies under the 75 % gross income test. The inaccuracy of any such
opinions, advice or statements may adversely affect our ability to qualify as a REIT and result in significant corporate- level tax.
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