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You should carefully consider the following factors, together with all the other information included in this 2023-2024 Form 10-
K, in evaluating our company and our business. If any of the following risks actually occur, our business, financial condition
and results of operations could be materially and adversely affected, and the value of our stock could decline. Additional risks
and uncertainties not presently known to us or that we currently deem immaterial also may impair our business operations. As
such, you should not consider this list to be a complete statement of all potential risks or uncertainties. Summary Risk Factors
Risks Related to Financing « Our inability to access funding, our cost of funding ineluding through-the-eapital-markets;-or the
terms on which such funding is available could have a materlal adverse effect on our financial condition , liquidity or
proﬁtability, particularly during times of severe market disruption in the financial, mortgage, housing or related sectors
*Ani increase in our borrowum costs reldtlve to the 1ntelest -rﬂeefﬁe-we receive on our assets may materlally ddversely affect

stmtegy involves the use of leverage . We —aﬁd—we—may not achleve what we believe to be optimal levels of 1e\ erage or we may
become overleveraged ., which may materially adversely affect our liquidity, results of operations , profitability or financial
condition. * Failure to effectively manage our liquidity would adversely affect our results and financial condition. RisksRelated

to-Hedging— Our financing facilities Hedg-mg—&gamst—mtefest—fate—eaqaesufe—mdy net-contain covenants that restrlct our

operations. * We may have difficulty accessing or be unable s

fe&uee—etukeash—avat}ab{e—fer—dﬁtﬂ&Meﬂ—to access capltal markets ea%steeld&e’:defshhHedgmg—msfﬂmeﬂts—maﬂrpfeseﬂt

deve}epmeﬂts— Rlsks Assocmted with Our Investments * Interest rate fluctuations 1nclud1ng asa result of the Federal
Reserve' s monetary policy, may have various negative effects on us and may lead to reduced earnings and increased
volatility in our earnings. « Changes in The-etrrentinversiton-of-the yield curve has-eaused-and-may eontinte-to-cause
differences in timing efbetween interest rate adjustments on our interest - earning assets and our borrowings, whieh-may
eontinwe-to-adversely affeetaffecting the-our net interest spread. « Significant changes in interest rates, particularly
increases in long- term rates, may reduce the market value of our investments and negatively affect our book value,
earnings and cash available for distribution. * The impact of inflation and related monetary policy efforts may adversely
affect our financial performance. * A significant portion of our investments are in the most subordinated first- loss position of
the capital structure of Non- Agency RMBS, making-disproportionately exposing us to credit risk the-first—tossseeurity
helder-. « A significant portion of the RMBS we acquire through securitization is subject to the H—S—eredit-risicRisk retenttorr
Retention rates-Rules . < We have a significant amount of investments in Non- Agency MBS-RMBS collateralized by mortgage
loans that do not meet the prime loan underwriting standards and are subject to increased risk of losses. * The nature of the
mortgage loans we acquire and that underlie the MBS-RMBS we acquire exposes us to credit risk that could negatively affect
the value of those assets and investments. * Changes in prepayment rates could negatively affect the value of our investment
portfolio, which could result in reduced earnings or losses and negatively affect the cash available for distribution to our
stockholders. ¢ A significant portion of our Non- Agency MBS-RMBS and residential loans are secured by properties in a small
number of geographic areas and may be disproportionately affected by adverse events in those markets. « We may change our
investment strategy, adjust our asset allocation, or enter other operating businesses or financing plans without stockholder
consent , which may result in riskier investments or subject us to new or increased regulatory risks and have an adverse
effect on our business, results of operations and financial condition . < Changes in the fair values of our assets, liabilities, and
derivatives can reduce earnings , affect liquidity , increase earnings volatility, and create volatility in our book value. ¢« Our
calculations of the fair value of the assets we own or consolidate are based upon assumptions that are inherently subjective and
involve a high degree of management judgment. « Any deterioration or uncertainty in market conditions for mortgages and
mortgage- related assets, as well as in broader U. S. and global economic and geopolitical conditions, could have a material
adverse effect on us. Risks Related to Our Recent Acquisition and Investment Management and Advisory Services * We
may be unable to successfully integrate and realize the anticipated benefits of the Palisades Acquisition. * Our investment
management and advisory services involve certain risks, which could adversely affect our business, financial condition
and results of operations. ¢ Our failure to appropriately manage or address conflicts of interest could damage our
reputation. * Two of our subsidiaries are currently required to be registered as an investment adviser or a relying
adviser, subjecting us to extensive regulation that could adversely affect our ability to manage our business. Risks
Related to Hedging * Hedging against interest rate exposure may not be successful in mitigating the risks associated with
interest rates and may reduce our cash available for distribution to our stockholders and adversely affect our financial
condition and result of operations. * We may enter into hedging instruments that could expose us to contingent liabilities
in the future, which could materially adversely affect our results of operations. * The characteristics of hedging
instruments present various concerns, including illiquidity, enforceability, and counterparty risks, which could
adversely affect our business and results of operations. Risks Associated with Our Operations  Through certain of our
wholly —owned subsidiaries we may from time to time engage in securitization transactions relating to residential mortgage



loans, which may expose us to potentially material risks. * Our ability to profitably execute future securitization transactions
may be negatively impacted by adverse market conditions. « Competition may affect our ability to source and-prieing-ofour
target assets at attractive prices and have a material adverse effect on our business, financial condition and results of
operations . * The loss of any executive officer or key employee may materially adversely affect our business.  Risks related to
servicers and other third —parties, including their ability to perform their services at a high level and comply with applicable
laws, and the use of third- party analytical models and data. « The expanding body of regulations and the investigations of
servicers may increase their cost of compliance and the risks of noncompliance. * We are dependent on information technology
and systems and their failure, including through cyber- attacks, could significantly disrupt our business. Risks Related to
Regulatory Matters, Accounting, and Our 1940 Act Exemption ¢ Our business is subject to extensive regulation that may
subject us to significant costs and compliance requirements, and there can be no assurance that we will satisfactorily
comply with such regulations . » There is no assurance we will be able to obtain various state licenses to purchase mortgage
loans. « Our GAAP financial results may not be an accurate indicator of taxable income and dividend distributions. * Changes in
accounting rules could impact us negatively. ¢ Loss of our 1940 Act exemptlon Would negatlvely affect our share pr1ce our
ability to distribute dividends, and us generally. =W W o dH7v tadviser—U.
S. Federal Income Tax Risks and Risk Related to Our REIT Status * Yourtnvestment-has-various-U—S—federal-ineome-tax—risks:
«Risks related to compliance with REIT requirements. ¢ Risks related to our qualification as a REIT and our election to qualify
as a REIT. - Petential-charaeterizattonrof-distributions-Distributions or gain on sale may be treated as unrelated business taxable
income to tax- exempt investors. ¢ Classification of our securitizations or financing arrangements as a taxable mortgage pool
could subject us or certain of our stockholders to increased taxation. ¢ Failure to make required distributions would subject us to
tax, which would reduce the cash available for distribution to our stockholders. « Our ownership of and relationship with our
TRSs 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. * The tax on prohibited transactions will limit our ability to engage in transactions, including certain
methods of securitizing mortgage loans, that would be treated as sales for U. S. federal income tax purposes. * The interest
apportionment rules may affect our ability to comply with the REIT asset and gross income tests. * We may be subject to
adverse tax changes that could reduce the market price of our capital stock and our business in general . Risks Related to Our
Organization and Structure ¢ Certain provisions of Maryland Law, of our charter, and of our bylaws may inhibit potential
acqumtlon bids that stockholders may conmdel favorable sand may affect the malket price of our Capltal stock ‘-etlfﬂ-ghts-aﬂd-

feeeufseﬂﬂ&e—evefﬁ—eﬁaeﬁeﬁs—ﬂeﬁﬁr&reﬁbes{—&ﬁefeﬁs—Rlsks Related to Ou1 Securltles Gapttal—Sfeele The market price and
trading volume of our shares of capital stock may be volatile. * We may not be able to pay dividends or other distributions on

our capital stock. « Interests The-deelarattor;-amountandpaymentof holders of our securities are structurally subordinated
to the llabllltles and obllgatlons of our subs1d1ar1es and may also be adversely affected by future eas-h—d-lﬂdeﬂds—eﬁ—eﬂf

meﬁgage—hettstﬂg—eﬁekﬁed-seefefs— Ou1 ablhty to fund our opelatlons meet hnancul obhgatlon% and finance target asset

acquisitions may be impacted by our ability to secure and maintain our master-financing arrangements, including our
repurchase agreements, secured financing trusts and warchouse faetlities-and-repurehase-agreement-facilities with our
counterparties. Because repurchase agreements and warehouse facilities are short- term commitments of capital, lenders may
respond to market conditions making it more difficult for us to renew or replace on a continuous basis our maturing short- term
borrowings and have and may continue to impose more onerous conditions when rolling such financings. For example, times
of significant dislocation in the financial markets may result in lenders being unwilling or unable to provide us with
financing, which could force us to sell assets at an inopportune time or negatively affect lenders’ valuation of our target
assets which may result in margin calls, requiring a pledge of additional collateral or cash to re- establish the required
ratio of borrowing to collateral value under our repurchase agreements. In addition, the regulatory capital requirements
imposed on our lenders may change, or our lenders may revise their eligibility requirements for the types of assets they
are willing to finance or the terms of such financings, including requiring additional collateral in the form of cash, which
may adversely affect our ability to fund our operations. If we are not able to renew our existing facilities or arrange for new
financing on terms acceptable to us, or if we default on our covenants or are otherwise unable to access funds under our
financing facilities , or if we are required to post more collateral or face larger haircuts or if we otherwise fail to effectively
manage and maintain our llqu1d1ty resources . wc may have to curtall our asset acqumtlon dCthItleS and / or dispose of assets




be-direettyrelatedto-our liquidity and limit tenders™vatuation-ef-our target-ability to leverage our asscts thateover-the
eufs’f&ndmg—befrewmgs—"llypieal-}yh whlch could materlally adversely affect fepﬂfehase—agreemeﬁfs—gfant—t-he—}eﬂdeﬁ-he

borrowing costs relative to the interest income we receive on our assets may materially ddversely arfect our prohtdblhty Our
earnings are primarily generated from the difference between the interest income we earn on our investment portfolio, less net
amortization of purchase premiums and discounts, and the interest expense we pay on our borrowings. Histertealt-During a
period of rising or elevated interest rates (as has been the case in recent years) , swe-relted-primarty-our borrowing costs
generally will increase at a faster pace than our interest earnings on the leveraged portion of our investment portfolio,
which could result in a decline in our net interest spread and net interest margin. We may rely on borrowings under
repurchase agreements to finance our investments, which have short- term contractual maturities —freneffortte-beless
impacted-by-market-disloeations-, we-have-moved-some-of-otr— or finaneingto-we may use longer- term mark- to- market,
finanetng-andHonger—term-non- MTM, market—to—market-and limited MTM mark—te—market-financing , which ts-may be
more expensive than traditional short- term mark- to- market financing but offers more certainty with respect to funding
avallablllty In ﬂeneral 1r the interest expense on our borroxx vings increases relative to the mterest income we earn on our

-1-1qu1d-rtry—0ur busmess stre

borrow against a substantldl portion ef—t-he—na&rket—va-l-ue—of our assets dnd use the borrowed funds to fmdnce our mVestment
portfolio and the acquisition of additional investment assets. Future increases in the amount by which the collateral value is
required to contractually exceed the amount borrowed in such leverage financing transactions, decreases in the market value of
our residential mortgage investments, increases in interest rate volatility and changes in the availability of acceptable financing
from our existing lenders or alternative sources could cause us to be unable to achieve the amount of leverage we believe to
be optimal for achieving our profitability objectives . The return on our assets and cash available for distribution to our
stockholders may be reduced to the extent that changes in market conditions prevent us from achieving the desired amount of
leverage on our investments or cause the cost of our fmdncms_ to increase reldtl\/e to the income earned on our leveraged assets.

in 2023 and 2()22 as the Federal Reserve mcreased interest rates we added more non- MTM dellltleS These racﬂmes typlcally
have higher interest rates and cash trapping provisions which reduce the net cash we receive from these levered assets. If the
interest income on the investments that we have purchased with borrowed funds fails to cover the interest expense of the related
borrowings, we will experience net interest losses and may experience net losses from operations. Such losses could be
significant because of our leveraged structure. The risks associated with leverage are more acute during periods of economic
slowdown or recession and may further hinder our ability to achieve what we believe to be optimal levels of leverage or
lncrease our rlsk of becomlng overleveraged The use of lex erage to rlnance our investments involves many other rrsks




W%te%rﬂae—assets—wefe—se-}d—'—l-f—a Counterpalty to our repurcha@e transactions defaultq on 1t§ obhgatlon toresel-the-underlying

under the repurchase agreement, we
could incur lowe@ When we engage in repurcha@e transactions, we generally qell assets to the counterparty to the agreement for
cash. Because the cash we receive from the counterparty is less than the value of those securities (this difference is referred to as
the ““ haircut ), if the lender defaults on its obligation to transfer the same securities back 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  of this 2623-2024 Form 10- K, for
further discussion regarding risks related to exposure to financial institution counterparties in light of recent market conditions. ¥
Our-exposure-to-Generally, if we defaults— default by-on a repurchase transaction, the counterparty could liquidate the
assets and use the proceeds to repay the amounts it is owed. If the amount received from the sale is equal to or less than
the amount owed, we will incur a loss equal to the haircut and the counterparty has recourse to us to repay any
remaining deficiency. In addition, if we default ona transactlon under any one agreement and fall to honor the related
guarantee, the counterparties to our may : he-other market
eonditions-repurchase agreements could also declare a default under their respectlve repurchase agreements. Any losses
we incur on our repurchase transactions could materlally adversely affect our earnlngs and thus our cash available for
mortgages-distribution to our stockholders and g acler-could also adversely affect
our liquidity. « Adverse developments involving maJor hnanmal m&rkets—lnstltutlons or involving one of our lenders could
result in a rapid reduction in our ability to borrow and materially adversely affect our business, profitability, and
liquidity . At+As of December 31, 2623-2024 , we had amounts outstanding under repurchase agreements with 13 separate
lenders, including amounts at risk with Nomura Securities International, Inc. ;er-(“ Nomura ) , of 47420 % of our equity
related to the collateral posted on secured financing agreements. In addition, generally, if we...... repurchase agreements with 12
separate lenders. A material adverse development involving one or more major financial institutions or the financial markets, in
general, could result in us reducing exposure to certain lenders to mitigate credit risk or our lenders reducing our access to funds
available under our repurchase agreements or terminating such repurchase agreements altogether. Because substantially all our
repurchase agreements are uncommitted and renewable at our lenders’ discretion, our lenders could determine to reduce or
terminate our access to future borrowings at virtually any time, which could materially adversely affect our business and
profitability. Furthermore, if a few of our lenders became unwilling or unable to continue to provide us with financing, we could
be forced to sell assets, including assets in unrealized loss positions, to maintain liquidity. Forced sales, particularly under
adverse market conditions, may-could result in lower sale prices than ordinary market sales made in normal market conditions.
If our investments were liquidated at prices below our amortized cost of such assets, we would incur losses, which would
adversely affect our earnings. * Our use of repurchase agreements to borrow money may give our lenders greater rights in the
event of bankruptcy. In the event of our insolvency or bankruptcy, certain repurchase agreements may qualify for special
treatment under the Bankruptcy Code, the effect of which, among other things, would be to allow the creditor under the
agreement to avoid the automatic stay provisions of the Bankruptcy Code and take possession of, and liquidate, the collateral
under such repurchase agreements without delay. « A re—eharaeterization-recharacterization of the repurchase agreements as
sales for tax purposes rather than as secured lending transactions would adversely affect our ability to maintain our qualification
as a REIT and to maintain our 1940 Act exemption. When we enter into a repurchase agreement, we generally sell assets to our
counterparty to the agreement for cash. The counterparty is obligated to resell the assets back to us at the end of the transaction
term. We believe that for U. S. federal income tax purposes we will be treated as the owner of the assets that are the subject of
repurchase agreements and that the repurchase agreements will be treated as secured lending transactions notwithstanding that
such agreement may transfer record ownership of the assets to the counterparty during the term of the agreement. It is possible,
however, that the IRS or the SEC could successfully assert that we did not own these assets during the term of the repurchase
agreements, in which case we could fail to qualify as a REIT or fail to maintain our 1940 Act exemption, respectively. ® Our
financing facilities may contain covenants that restrict our operations.Certain financing facilities we may enter into contain
restrictions,covenants,and representations and warranties that,among other things,require us to satisfy specified financial,asset
quality,loan eligibility,and loan performance tests.If we fail to meet or satisfy any of these covenants or representations and
warranties,we would be in default under these agreements and our lenders could elect to declare all amounts outstanding under
the agreements to be immediately due and payable,enforce their respective rights against collateral pledged under such
agreements,and restrict our ability to meet-make additional borrowings. Certain financing agreements may contain cross-
default provisions by a guarantor so that if a default occurs under any guaranty agreement, the lenders under our other
financing agreements could also declare a default under their respective agreements. Further, under our mark- to-
market agreements, we are typically required to pledge additional assets to our lenders in the event the estimated fair
value of the existing pledged collateral under such agreements declines and such lenders demand additional collateral,
which may take the form of additional securities, loans or cash needs-depends-. These restrictions may interfere with our
ability to obtain financing or to engage in other business activities, which may have a significant negative impact on many
faetors-our business , severat-financial condition, liquidity and results of operations. A default and resulting repayment
acceleration could significantly reduce our liquidity, which could require us to sell our assets to repay amounts due and
outstanding whether or not the prices and terms of such sales arc beyond-oureontret-favorable to us . Ineffeetive
management-A default will also significantly limit our financing alternatives such that we will be unable to pursue our




leverage strategy, which could lower our investment returns. This could also significantly harm our business, financial
condltlon, results of hquid-rty—}eve}s-operatlons, and our ablhty to make dlstrlbutlons, whlch could cause the value of usto

attto at-cotra patr-ourtautdt wde—tawt or-our

may not be dble to 1eadlly raise capital from e\temal sources in a timely manner or on favorable terms. Many of the same
factors that could make the pricing for investments in real estate loans and securities attractive, such as the availability of assets
from distressed owners who need to liquidate them at reduced prices, and uncertainty about credit risk, housing, and the
economy, may limit investors’ and lenders’ willingness to provide us with additional capital on terms that are favorable to us, if
at all. These risks may be more acute during periods of heightened volatility in securities prices in the mortgage sector,
such as those experienced in recent years, making it more difficult to raise capital accretive to our earnings, book value
and overall results of operations. There may also be other reasons we are not able to readily raise capital in a timely manner or
on favorable terms, and, as a result, may not be able to finance growth in our business and in our portfolio of assets and we could
experience other adverse impacts. To the extent we need to raise capital on unfavorable terms, we may experience greater
dilution of existing shareholders, higher interest costs, or higher transaction costs. Hedging against interest rate exposure may
not...... and icreased volatility in our earnings. Changes in interest rates, the interrelationships between various interest rates,
and interest rate volatility, such as the changes that have occurred during2623-in recent years and may continue to occur as the
Federal Reserve ts-adjusts its interest rate policies in response to inflation , continue to affect the financial markets ;-. Such
changes and fluctuations have had, and may continue to have, negative effects on our earnings, the fair value of our assets and
liabilities, loan prepayment rates, and our access to liquidity. €henges-in-For example, some of the loans and securities we
own or may acquire have adjustable- rate coupons or may be subordinate securities entitled to cash flow only after the
more senior securities have been paid. As such, the cash flows and earnings we receive from these assets may vary as a
function of interest rates . Changes in interest rates may harm the credit performance of our assets and result in costlier
financing, which may affect our earnings results, reduce our ability to securitize, re- securitize, or sell our assets, or
reduce our liquidity. In addition, higher interest rates could reduce mortgage borrowers’ ability to make interest
payments or to refinance their loans, reduce property values, lead to increased credit losses, and reduce mortgage
originations, thus reducing our opportunities to acquire new assets. We may seek to hedge a majority of, but not all interest
rate risks. Our hedging may not work effectively or be successful at all , and we may change our hedging strategies or the
degree or type of interest rate risk we assume. Seme-of thetoans-and-seeurities-we-Our earnings depend, in part, 6w on ot

ma-raequ—rre—h&ve—&djﬁstab-}e-—f&te—eeﬂpeﬂs—ﬁ—e—theyh the may—e&fn—dlfference between the interest 1nc0me at—a—fate—t-hat

a-Hee&t—tefHe—M-B—S—as—WeH—as—Restdeﬂﬁﬁl—]:eaﬁs— The 1eldt10nshlp betw een shon term and longer- term interest rates is often
referred to as the “ yield curve. ” In a normal yield curve environment, short- term interest rates are lower than longer- term
interest rates . If short- term rates rise disproportionately relative to longer- term rates (often called a “ flattening ” or “
inversion ” of the yield curve) , and-our borrowing costs generally increase more rapidly than the interest income we
earn, compressing our net interest margin. Because our assets, on average, bear interest based on longer- term rates than
our borrowings, a flattening or inversion of the yield curve would tend to decrease — an-and has in recent years
decreased — our net interest margin, net income, book value, and the market value of our net assets. In the event that
short- term rates exceed longer- term rates, we could experience negative net interest spread and incur operating losses.
Additionally, when principal from our investments is returned (either through scheduled or unscheduled payments) and
must be reinvested in new assets, the spread between the yields on new investments and our available borrowing rates
may narrow. This reinvestment dynamic could further reduce our net income. Changes in the yield curve may also affect
the pace and profitability of securitization transactions if the market environment becomes less favorable for issuing or




pricing securitized products. Qur investment #rsuaeh-assets-wil-portfolio contains a significant allocation to MBS and
residential loans, which are generally deeline-sensitive to changes in walae+if-long- term interest rates inerease-. Deelines+rIn
a rising rate environment, the market value of longer- duration investments typically declines. As interest rates increase,
the duration and weighted average life of our target assets may ultimately-also extend, further magnifying potential
declines in value. Decreases in the market value of these investments may reduce our earnings or result in realized losses to
us-, which may-could negatively affeetimpact our stockholders by reducing the cash available for distribution te-and / etr—
or steeld&elders—book value . HF urthermore, if both short - term and long term interest rates eeﬂﬁﬁue—te-rlse 51gn1ﬁcantly ,

F g e-declining whieh
weuld—l-rkel—y—deerease—valuatlons in our portfoho. These combmed pressures may reduce our net 1ncome —A—srgni—ﬂeaﬂt—risk

our repurchase agreements but also to the-new— e lable-borrowin es-ma

our results

Yy ettt t t i tof voltime f aetivity-in-seeuritization
operatlons and our ablhty to markeﬁ make dlstrlbutlons —whielrmay—rmpaet—the—preﬁtabﬂft}w-ﬁ&nyseetmﬁzaﬁen

-freﬁa—geeds—e&rher—m—the—paﬁdefme—to our stockholders i
f&pfd-aeeelef&&en—ef—ln response to concerns about inflation , -l-ed—te-an—abrupt—shi-ft—m—the F ederal Reserve has mamtalned s

f&ng&@fé%%ﬁé%@%—ﬂ&e—htghest—level-levels Sinee2608- As a result mmt}u_qge rates have remalned at elevated
eontinted-to-surgereaching-the-highestlevel-levels in-mere-than+5-years-causing more home buyers to pull back from the

market. This has negatively impacted both the primary and secondary markets for residential mortgages. As the Federal Reserve
Hfts-the-maintains an elevated Federal-federal Funds-funds Raterate , the margin between short and long- term rates may
eoutd-farther-compress or remain compressed . Given our reliance on short- term borrowings to generate interest income, if the
curve continues to flatten or even invert, or if the Federal Reserve finds itself falling behind on inflation and more aggressively
tightens thet-current projections, our results of operations, financial condition and business could be materially adversely
impacted. We assume credit risk primarily through the ownership of securities backed by residential,multi- family,and
commercial real estate loans and through direct investments in residential real estate loans.The substantial majority of our
investment assets are subject to various credit risks,as discussed below.No U.S.Government Guarantee. We acquire residential
loans including reperforming loans,nonperforming loans {the-berroweris-severely-delinguenty-, and-Non- QMs ,and RTLs
,which are subject to increased risk of loss.Unlike Agency RMBS, residential mortgage loans generally are not guaranteed by the
U.S.Government or any government- sponsored enterprise such as Fannie Mae and Freddie Mac.Additionally,by directly
acquiring residential loans,we do not receive the structural credit enhancements that benefit senior tranches of RMBS . A
residential loan is directly exposed to losses resulting from the default. Therefore, the value of the underlying property,
the creditworthiness and financial position of the borrower, and the priority and enforceability of the lien will signifteant
significantly pertierr-impact the value of such mortgage loan. In the event of a foreclosure, we may assume direct
ownership of the underlying real estate. The liquidation proceeds upon sale of such real estate may not be sufficient to
recover our cost basis in the loan, and any costs out—- or investments-are-delays involved in the foreclosure eaused-by
haz&rds;saeh—as—eaﬁhqﬁ&kes—or hquldatlon process may mcrease losses envrreﬂmeﬂtal—hazards—net—eevefed-by-staﬂdafd

P i G v .In addition,claims may be
assessed against us because of our posmon asa nloltgdoe holder or property owner, 1nclud1n;a assignee liability,environmental
hazards,and other liabilities. We could also be responsible for property taxes.In some cases,these claims may lead to losses
exceeding the purchase price of the related mortgage or property.The occurrence of any of these risks could materially adversely
impact our results of operations,financial condition,and business.Enhanced Non- QM Loan Risks.In addition,we acquire non-
qualified mortgages (“ Non- QMs »), that will not have the benefit of enhanced legal protections otherwise available to
residential mortgage loans originated to a more restrictive credit standard than just determining a borrower’ s ability to
repay.The ownership of Non- QMs subjects us to legal,regulatory and other risks,including those arising under federal consumer
protection laws and regulations designed to regulate residential mortgage loan underwriting and originators’ lending
processes,standards,and disclosures to borrowers.Failure of residential mortgage loan originators or servicers to comply with the
ability- to- repay laws and regulations could subject us,as an assignee or purchaser of these loans (or as an investor in securities
backed by these loans),to monetary penalties assessed by the Consumer Financial Protection Bureau ;or-(the “ CFPB ;)
through its administrative enforcement authority and by mortgagors through a private right of action against lenders or as a
defense to foreclosure,including by recoupment or setoff of finance charges and fees collected,and could result in rescission of
the affected residential mortgage loans,which could adversely impact our business and financial results.Lower Underwriting
Standards Risk:A majority of the Non- Agency RMBS that are the most subordinate securities in...... majority of the Non-
Agency MBS we have acquired on the secondary market or retained in our securitizations are backed by collateral pools
containing mortgage loans that were originated using underwriting standards that were less strict than those used in




underwriting “ prime mortgage loans. ”” These lower standards permitted mortgage loans, often with LTV ratios exceeding 80 %,
to be made to borrowers having impaired credit histories, lower credit scores, higher debt- to- income ratios or unverified
income. Such mortgage loans are likely to experience dehnquency, foreclosure, bankruptcy, and other losses at rates that are
higher s may-be-substantially-higher;-than those experienced by prime mortgage loans. Thus, the performance of our Non-
Agency MBS-RMBS that are backed by these types of loans could be correspondingly tewer-worse than those backed by prime
mortgage loans especially during times of economic stress, which could materially adversely impact our results of operations,
financial condition, and business . We assume credit risk primarily through...... adversely impact our business and financial
results . Greater General Credit Risks. In addition, credit losses on residential real estate loans can occur for many reasons
(many of which are beyond our control), including: fraud; poor underwriting; poor servicing practices; weak economic
conditions; increases in payments required to be made by borrowers; declines in the value of homes; earthquakes, the effects of
climate change (including flooding, drought, wildfire and severe weather), and other natural disaster events; uninsured property
loss; borrower over- leveraging; costs of remediation of environmental conditions, such as indoor mold; changes in zoning or
building codes and the related costs of compliance; acts of war or terrorism; pandemics; changes in legal protections for
borrowers and other changes in law or regulation; and personal events affecting borrowers, such as reduction in income and job
loss. Additionally, the amount and timing of credit losses could be affected by loan modifications, reductions in mortgage debt
by bankruptey courts, delays in the liquidation process, documentation errors , deficient or missing collateral files , and other
actions by servicers. Weakness in the U. S. economy or the housing market could cause our credit losses to increase beyond
levels that we currently anticipate .A significant portion of our investments are in Non- Agency RMBS that are the most
subordinate securities in securitizations,making us the first- loss security holder,which means these securities are subject to
significant credit risk,are illiquid,and are difficult to value.A significant portion of our Non- Agency RMBS are subordinate
classes we have acquired through securitization of mortgage loans.The mortgage loans we have securitized are generally
recorded on our balance sheet as ““ securitized mortgage loans ” for GAAP purposes,but in effect we own these assets in the
form of securities.A substantial portion of the mortgage loans that we securitize and the subordinate securities that we retain are
not newly originated “ prime mortgage loans  but rather seasoned reperforming mortgage loans and Non- QM loans that have
less strict underwriting standards and are therefore subject to greater risk of loss ;as-diserassed-below—. When we securitize
mortgage loans,we sell the most senior and mezzanine securities backed by those loans and retain the most subordinate classes
of securities,which means we are the first- loss security holder and the securities we own represent a portion of the “ securitized
mortgage loans ” on our balance sheet.Losses on any residential mortgage loan securing our RMBS will be borne first by the
owner of the property (i.e.,the owner will first lose any equity invested in the property) and,thereafter,by us as the first- loss
security holder,and then by holders of more senior securities.If the losses incurred upon loan default exceed any reserve
fund,letter of credit,and classes of securities junior to those we own (if any),we may not be able to recover our investment in
such securities.Also,if the underlying properties have been overvalued by the originating appraiser or if the values subsequently
decline resulting in less collateral available to satisfy interest and principal payments due on the related security,as the first- loss
security holder,we may suffer a total loss of principal,followed by losses on the more senior securities (or other RMBS that we
may own).Losses with respect to these investments,which are subject to significant credit risk,could increase or otherwise be
higher than anticipated.For a description of the credit risk we are exposed to,see the Risk Factor below captioned ““ The nature of
the mortgage loans we acquire and that underlie the MBS-RMBS we acquire,exposes us to credit risk that could negatively
affect the value of those assets and 1nve§tment€ > In addition many of our Non- Agency RMBS securities are first loss and
%ubject to the Rlik Retentlon Rule% see-th ; : ;

Rule% when we sponsor a re%ldentlal mortgage loan securitization,we are required to retain at leaqt 5 % of the fau value of the
MBS mertgage—baekedseeurities-issued in the securitization. We can retain either an * eligible vertical interest ” (which consists
of at least 5 % of each class of securities issued in the securitization),an “ eligible horizontal residual interest ” (which is the
most subordinate class of securities with a fair market value of at least 5 % of the aggregate credit risk) or a combination of both
totaling 5 % (serthe * Required Credit Risk ”) .We typically own the eligible horizontal residual interest. We are required to



hold the Required Credit Risk until the later of (i) the fifth anniversary of the securitization closing date and (ii) the date on
which the aggregate unpaid principal balance of the mortgage loans in such securitization has been reduced to 25 % of the
aggregate unpaid principal balance of the mortgage loans as of the securitization closing date,but no longer than the seventh
anniversary of the closing date ( sael-daterthe © Sunset Date ” ).In addition,before the Sunset Date,we may not engage in any
hedging transactions if payments on the hedge instrument are materially related to the Required Credit Risk and the hedge
position would limit our financial exposure to the Required Credit Risk.Also,we may not pledge our interest in any
Required Credit Risk as collateral for any financing unless such financing is full recourse to us.We have financed our
Required Credit Risk in full recourse transactions.Our Required Credit Risk subjects us to the first losses on our
securitizations and is illiquid,which may make it more difficult to meet our liquidity needs,each of which may materially
and adversely affect our business and financial condition.The fair value of securities,especially our first loss credit risk
retention securities,reperforming mortgage loans (loans that typically were significantly delinquent and subsequently
modified),and other investments we make that are not frequently traded may not be readily determinable,and it may be
difficult to obtain third- party pricing on such investments.Also,validating third- party pricing for illiquid investments
may be more subjective than more liquid investments and may not be reliable.Illiquid investments may also experience
greater price volatility because an active market does not exist.We value our investments quarterly based on internally
developed processes and valuation models and in accordance with our valuation policy.Because such valuations are
inherently uncertain,our fair value determination may differ materially from the values obtained from third parties or
the values that would have been used if an active trading market existed for these investments.Our results of
operations,financial condition and business could be materially adversely affected if our fair value determinations of the
investments were materially different than the values that would exist if a ready market existed for these assets.The
illiquidity of our investments may make it difficult,or impossible for certain assets subject to the Risk Retention
Rules,for us to sell these assets.Financing may also be more difficult.Also,if we quickly liquidate all or a portion of our
portfolio (for example,to meet a margin call),we may realize significantly less than the value at which we have previously
recorded our investments.Thus,our ability to adjust our portfolio in response to changes in economic and other
conditions may be relatively limited,which could adversely affect our results of operations,financial condition and the
value of our capital stock . There are seldom any restrictions on borrowers’ abilities to prepay their residential mortgage loans.

Homeownel% tend to prepay mortgage loans faster when interest ratei dechne and —Geﬁsequeﬂt-l—y—ew&ers—e—ﬂ&te—}eaﬁs—have—te

prepay meﬁgage—}ea-ns—when 1ntere§t rates increase —Geﬁsequeﬁt-l-y— resultmg in loan owners ef—havmg to relnvest the loans
are-money received from prepayments at the lower prevailing rates or being unable to reinvest money that would have
otherwise-been received from prepayments at the higher prevailing interest rates , respectively . Volatility in prepayment rates
may affect our ability to maintain targeted amounts of leverage and return on our portfolio of residential mortgage loans and
RMBS and-, may result in reduced earnings or losses for us , and negatively affect the cash available for distribution to our
stockholders. In addition, if we purchased an investment at a premium, faster than expected prepayments s-would result in a
faster than expected amortization of the premium paid, which would adversely affect our earnings. Conversely, if these
investments were purchased at a discount, faster than expected prepayments would accelerate our recognition of income. A
significant portion of our Non- Agency MBS-RMBS and residential loans are secured by properties in a small number of
geographic areas and may be disproportionately affected by economic or housing downturns, natural disasters including natural
disasters exacerbated by climate change, terrorist events, regulatory changes, or other adverse events specific to those markets.
A significant number of the mortgages underlying our Non- Agency MBS-RMBS and Loans held for investments are
concentrated in certain geographic areas. For example, we have significant exposure in California, New York and Florida. For
further information on the geographic concentration of our investments see Note 3 and Note 4 to the consolidated financial
statements within this 2023-2024 Form 10- K. Certain markets within these states (particularly in California and Florida) have
experienced significant decreases in residential home values from time to time. Any event that adversely affects the economy or
real estate market in any of these states could have a disproportionately adverse effect on our Non- Agency MBS-RMBS and
Loans held for investments. In general, any material decline in the economy or significant problems in a particular real estate
market would likely cause a decline in the value of residential properties securing the mortgages in that market, thereby
increasing the risk of delinquency, default, and foreclosure of mortgage loans underlying our Non- Agency MBS-RMBS and
residential loan investments and the risk of loss upon liquidation of these assets. This could have a material adverse effect on our
Non- Agency MBS-RMBS credit loss experience and residential loan investments in the affected market if higher- than-
expected rates of default or higher- than- expected loss severities on such loans were to occur. In addition, the occurrence of a
natural disaster or a terrorist attack may cause a sudden decrease in the value of real estate in the area or areas affected and
would likely reduce the value of the properties securing the mortgages collateralizing our Non- Agency MBS-RMBS or Loans
held for investments. Recent years have seen frequent and severe natural disasters in the U. S., including wildfires, hurricanes,
high winds, severe flooding and mudslides, the frequency and intensity of which may be indicative of the impact of climate
change. The impacts of climate change, which may are-expeetedto-persist and-or worsen in the future, could have a more
significant localized effect in the areas where our borrowers and real estate are concentrated, resulting in a disproportionate
impact on us. Because certain natural disasters such as hurricanes or certain flooding are not typically covered by the standard
hazard insurance policies maintained by borrowers, or the proceeds payable under any such policy are not sufficient to cover the
related repairs, the affected borrowers may have to pay for any repairs themselves. Under these circumstances, borrowers may
decide not to repair their property or may stop paying their mortgages. This would cause defaults and credit loss severities to
increase. Changes in local laws and regulations, fiscal policies, property taxes and zoning ordinances in such states can also have
a negative impact on property values, which could result in borrowers =deciding to stop paying their mortgages. This




circumstance could cause defaults and loss severities to increase, thereby adversely impacting our results of operations. We may
change our investment strategy s-or asset allocation ;-or enter other operating businesses or financing plans without
stockholder consent, which may result in riskier investments or subject us to new or increased regulatory risks and have an
adverse effect on our business, results of operations and financial condition . We may change our investment strategy -or
asset allocation ;-or enter other operating businesses or financing plans at any time without the consent of our stockholders,
which could result in our making investments that are different from, and possibly riskier than, the investments described in this
2023-2024 Form 10- K. For example, we recently expanded our scope of business via the Palisades Acquisition. See
Risks Related to Our Recent Acquisition and Investment Management and Advisory Services ” for further discussion. A
change in our investment strategy or financing plans may-could increase our exposure to interest rate and default risk and real
estate market fluctuations. Furthermore, a change in our asset allocation could result in our making investments in asset
categories different from those described in this 2623-2024 Form 10- K. Additionally, we may enter other operating businesses
that may or may not be closely related to our current business. These new assets or business operations may have new, different
or increased risks than what we are currently exposed to in-eur-business-and we may not be able to manage these risks
successfully. Additionally, when investing in new assets or businesses we wilt-could be exposed to the risk that those assets, or
income generated by those assets or businesses, witl-affeet-affects our ability to meet the requirements to maintain our
qualification as a REIT or our exemption from registration under the 1940 Act. If we are not able to successfully manage the
risks associated with new asset types or businesses, it-eould-have-anadverse-effeeterrour business, results of operations and
financial condition could be adversely affected . Changes in the fair values of our assets, liabilities, and derivatives can have
various negative effects on us, including reduced earnings, less liquidity, increased earnings volatility, and volatility in our book
value. Fair values for our assets and liabilities, including derivatives, can be volatile and our revenue and income can be
impacted by changes in fair values. Fhe-fair-Fair values can change rapidly and significantly, and changes can result from
changes in interest rates, perceived risk, supply, demand, and actual and projected cash flows, prepayments, and credit
performance. A decrease in fair value may not necessarily be the result of deterioration in future cash flows. Fair values for
illiquid assets can be difficult to estimate, which may-could lead to volatility and uncertainty of earnings and book value. For
GAAP purposes, we may-mark- to- market most, but not all, of the assets and liabilities on our Consolidated Statements of
Financial Condition. In addition, valuation adjustments on certain consolidated assets and our derivatives are reflected in our
Consolidated Statements of Operations. Assets that are funded with certain liabilities and hedges may have different mark- to-
market treatment than the liability or hedge. If we sell an asset that has not been marked to market through our Consolidated
Statements of Operations at a reduced market price relative to its cost basis, our reported earnings will be reduced. Our loan sale
profit margins are generally reflective of gains (or losses) over the period from when we identify a loan for purchase until we
subsequently sell or securitize the loan. These profit margins may encompass elements of positive or negative market valuation
adjustments on loans, hedging gains or losses associated with related risk management activities, and any other related
transaction expenses; however, under GAAP, the different elements may be realized unevenly over the course of one or more
quarters for financial reporting purposes, with the result that our financial results may be more volatile and less reflective of the
underlying economics of our business activity. Our calculations of the fair value of the assets we own or consolidate are based
upon assumptions that are inherently subjective and involve a high degree of management judgment, and such assumptions may
be more difficult to calculate during times of severe market disruption in the mortgage, housing or related sectors. We report the
fair values of securities, loans, derivatives, and certain other assets on our Consolidated Statements of Financial Condition. In
computing the fair values for these assets, we may make several market- based assumptions, including assumptions regarding
future interest rates, prepayment rates, discount rates, credit loss rates, and the timing of credit losses. These assumptions are
inherently subjective and involve a high degree of management judgment, particularly for illiquid securities and other assets for
which market prices are not readily determinable. These assumptions may be more difficult to calculate during times of severe
market disruption in the mortgage, housing or related sectors. For further information regarding our assets recorded at fair value
see Note 5 to the consolidated financial statements within this 2823-2024 Form 10- K. Use of different assumptions could
materially affect our fair value calculations and our financial results and our actual experience may cause us to substantially
revise our assumptions. Further discussion of the risk of our ownership and valuation of illiquid securities is set forth in the Risk

Factors above and in this 2623-2024 Form 10- K. Any deterioration or uncertalnty in market-eonditions-for- mortgages-and

moertgage—related-assets;-as-welhasHinrbroader U. S. and global economic conditions whteh-may-be-impacted-by-domestic-and
globat-geopetitieaHnstability,could materially adversely affect our business and ﬁnan01al condition. Our results of operations

are materially affected by conditions in the ma broader financial
markets and the economy generally. I-ﬁ—add-rt-teﬁ—eeﬁeems—Concerns over actual or ant1c1pated low economic growth rates,
higher levels of unemployment, a reduction in housing market activity et inability of the U. S. government to address debt
ceiling crises, uncertainty over tariffs and potential international trade disputes, uncertainty regarding future U. S.
monetary policy , or geopolitical conflicts may contribute to increased interest rate volatility and a decline in business volume.
A reduction in our business volume can reduce our net interest income and adversely affect our financial results. Global
economic conditions can also adversely affect our business and financial results. Changes or volatility in market conditions
resulting from deterioration in or uncertainty regarding global economic conditions can adversely affect the value of our assets,
which could materially adversely affect our results of operations, net worth and financial condition. To the extent global
economic conditions negatively affect the U. S. economy, they also could negatively affect the credit performance of the loans
in our investment portfolio. Volatility or uncertainty in global or domestic political conditions also can significantly affect
economic conditions and financial markets. Global or domestic political unrest also could affect growth and financial markets,
further increasing inflationary pressure and interest rates, as well as negatively affecting economic growth and result in
disruptions in the financial markets. We may be unable to successfully integrate and realize the anticipated benefits of the




Palisades Acquisition, which may adversely affect our operations. Following the Palisades Acquisition, the scope of
operations of our business has increased beyond the scope of operations of our business prior to such acquisition. Our
future success depends, in part, on our ability to manage our expanded business, which may pose substantial challenges
for management, including challenges related to the management and monitoring of new operations and associated
increased costs and complexity, including regulatory complexity. The success of the Palisades Acquisition will also
depend, in part, on our ability to successfully integrate the acquired operations with our business and realize the
anticipated benefits, including synergies, cost savings, innovation and operational efficiencies from the business
combination. If we are unable to achieve these objectives within the anticipated timeframe, or at all, the anticipated
benefits may not be realized fully, or at all, or may take longer to realize than expected, and the value of our common
stock may be harmed. The operations acquired through the Palisades Acquisition are subject to certain of the same risks
as our existing business. We are, however, subject to additional risks relating to our role as investment manager and
advisor, including risks arising from our ability to attract and retain clients for our non- discretionary investment
management and advisory services and investors for any new Discretionary Funds, fulfill fiduciary duties associated
with our role as investment manager and advisor, and comply with regulatory requirements, as well as other risks
described in “ — Risks Related to Our Recent Acquisition and Investment Management and Advisory Services —. ” The
Palisades Acquisition and its integration into our business may result in material challenges, including, without
limitation: ¢ the diversion of management’ s attention from our ongoing business as a result of the devotion of time and
resources to the Palisades Acquisition; * addressing possible differences in business backgrounds, corporate cultures and
management philosophies; * maintaining employee morale and attracting, motivating and retaining management
personnel and other key employees; * complying with an expanded regulatory framework, including the Advisers Act
and other regulations related to investment management and advisory services; © the possibility of faulty assumptions
underlying expectations regarding the Palisades Acquisition; * retaining existing business relationships and attracting
new business relationships; * consolidating corporate and administrative infrastructures and eliminating duplicative
operations; * unanticipated issues and costs in integrating information technology, communications and other systems;
and * unanticipated changes in federal or state laws or regulations. Many of these factors will be outside of our control
and any one of them could result in delays, increased costs, failures in achieving anticipated benefits, decreases in the
amount of expected revenues and diversion of management’ s time and energy, which could materially affect our
financial position, results of operations and cash flows. Our investment management and advisory services are provided
on a discretionary basis through investment funds that we manage and on a non- discretionary basis with respect to
assets acquired and owned by third- party institutions, including insurance companies, credit funds, and other
institutional investors. We do not own an interest in the Discretionary Funds other than any capital commitment that we
may make in the future on a direct or indirect basis, including through co- investments. The Company did not acquire
the general partners of the existing Discretionary Funds, for which the investment period has ended, as part of the
Palisades Acquisition. Our subsidiary, however, is the non- member manager of the general partners of the existing
Discretionary Funds and serves as the investment manager of the existing Discretionary Funds. Accordingly, we have
certain obligations and responsibilities with respect to the existing Discretionary Funds and other third- party clients of
our non- discretionary investment management and advisory services. In the future, we may form and manage new
Discretionary Funds for which we may act as the general partner and investment manager. Accordingly, our role as
investment manager and advisor is subject to certain risks including, but not limited to: * the possibility that investors in
a Discretionary Fund or a managed account might become bankrupt or otherwise be unable to meet their capital
commitment obligations;  to the extent we were to become a general partner or limited partner in a new Discretionary
Fund, the possibility that operating and / or management agreements applicable to such Discretionary Fund or a
managed account may restrict our ability to transfer or liquidate our interest when we desire or on advantageous terms;
* that our relationships with clients of our non- discretionary investment management and advisory services are
generally contractual in nature and may be terminated (with or without cause) under the terms of the applicable
agreements; * that our role as investment manager and advisor of a Discretionary Fund or a managed account is
generally contractual in nature and may be terminated or dissolved under the terms of the applicable agreements, or we
may be removed as the non- member manager of the general partner of the existing Discretionary Funds; ¢ that our role
as the general partner of any new Discretionary Fund is generally contractual in nature, and we may be removed as the
general partner of any new Discretionary Fund under the terms of the applicable agreements; * that we may fail to
manage conflicts of interests among the general partner and limited partners of Discretionary Funds, and their
respective principals, officers, employees, members and affiliates, as well as any conflicts of interests involving our
business outside of the Discretionary Funds or managed accounts; * that disputes between us and the investors in a
Discretionary Fund or a managed account may result in litigation or arbitration that would increase our expenses and
prevent our officers and directors from focusing their time and effort on our business and result in subjecting the
investments owned by such Discretionary Fund or managed account to additional risk;  that by reason of being the
general partner for new Discretionary Funds, non- member manager of the general partner for existing Discretionary
Funds, or investment manager, we will be required to make various decisions and perform various tasks, including
preparing disclosures, tax filings and financial reports, that could expose us to liability, including for claimed breaches of
fiduciary duties; * that difficult market conditions could adversely affect a Discretionary Fund in many ways, including
by negatively impacting its performance and reducing the ability of new Discretionary Funds to raise or deploy capital,
thereby reducing assets under management and lowering management fee income and incentive- based income; ° that
SEC examination of one or more of our subsidiaries currently required to be registered as an investment adviser or



relying adviser may uncover deficiencies and potentially subject us to enforcement proceedings and sanctions for
violations, including censure or termination of SEC registration, litigation and reputational harm; and ¢ that our
business and financial condition may be materially adversely impacted by the loss of any of our key executives or other
investment professionals. Many of these factors are outside of our control and any one of them could adversely affect our
business, financial condition and results of operations. Any incentive- based income that we may be entitled to with
respect to future Discretionary Funds may be affected by changes in the market value of securities held in client accounts
due to fluctuations in the securities markets and is highly variable. Such income may also be delayed due to the nature of
a fund’ s investment cycle. Under the Advisers Act, the investment advisory contracts entered into by our investment
adviser subsidiary may not be assigned without the client’ s consent. A deemed “ change of control ” of our company
could require us to obtain the consent of our clients, and a failure to do so properly could adversely affect our
operations, financial conditions or business. Our registered investment adviser subsidiary is regulated and subject to
examination by the SEC. The Advisers Act imposes numerous obligations on registered investment advisers, including
fiduciary duties, disclosure obligations recordkeeping and reporting requirements, marketing restrictions and general
anti- fraud prohibitions. The failure to comply with the Advisers Act and other securities laws and regulations could
cause the SEC to institute proceedings and impose sanctions for violations, including censure or terminating our
registered investment adviser’ s SEC registration, and could also result in litigation or reputational harm. Our failure to
appropriately manage or address conflicts of interest could damage our reputation and adversely affect our business,
financial condition and results of operations. As we expand the number and scope of our business, we may confront
potential conflicts of interest relating to our investment activities and the Discretionary Funds’ investment activities.
With respect to each of the existing Discretionary Funds, the investment period has ended, and investments made on
behalf of any future Discretionary Funds will be subject to a comprehensive policy regarding the allocation of
investment opportunities between such future Discretionary Funds and our own account. Nevertheless, Discretionary
Funds could have overlapping investment objectives, and such investment objectives could additionally overlap with our
own investment objectives. Potential conflicts may arise with respect to our decisions regarding how to allocate
investment opportunities among us and the Discretionary Funds. For example, we may allocate an investment
opportunity that is appropriate for two or more Discretionary Funds in a manner that excludes one or more
Discretionary Funds or results in a disproportionate allocation based on factors or criteria that we determine, such as
sourcing of the transaction, the specific nature of the investment or size and type of the investment, amount of capital
available to invest in a related investment by a fund, among other factors. The Discretionary Fund investors and our
public stockholders may perceive conflicts of interest regarding investment decisions and will have very limited ability to
challenge those dec1s10ns In addition, fn—}aﬂuaw—?f@%?v—llu challenge ettts-t&nd-rng—debﬁ»l allocatlng investment
opportunities th had-to take-extraordinary

meastres-certain Dlscretmnary Funds may be exacerbated if we expand our busmess to 1nclude more lines of business.
Allocating investment opportunities appropriately frequently involves significant and subjective judgments. In addition,
the perception of noncompliance with such requirements or policies could harm our reputation with Fund investors and
our public stockholders. In the prevent—- event we were to acquire new businesses or service providers, the-these United
States-newly acquired affiliates could become service providers or counterparties to the Discretionary Funds and receive
fees or other compensation for services that are not shared with the Discretionary Fund investors. In such instances, we
may be incentivized to cause the Discretionary Funds or portfolio companies to purchase such services from defaulting
our affiliates rather than an unaffiliated service provider despite the fact that a third- party service provider could
potentially provide higher quality services or offer them at a lower cost. It is possible that actual, potential or perceived
conflicts could give rise to investor dissatisfaction or litigation or regulatory enforcement actions. While we believe we
have appropriate policies and procedures in place to manage conflicts of interest, this process is complex and difficult
and our reputation could be damaged if we fail, or appear to fail, to deal appropriately with one or more potential or
actual conflicts of interest. Regulatory scrutiny of, or litigation in connection with, conflicts of interest would have a
material adverse effect on our reputation, which would materially adversely affect our business, financial condition or
results of operations in a number of ways, including an inability to raise additional Discretionary Funds and a reluctance
of counterparties to do business with us. While Chimera Investment Corporation its— is ebligations-currently not
registered as an investment adviser under the Advisers Act, two of our subsidiaries are currently required to be
registered as an investment adviser or relying adviser, and other subsidiaries may be required to register as such in the
future. As a result, we and / or our subsidiaries are subject to extensive regulation which could adversely affect our
ability to manage our business. Investment advisers are subject to various requirements under the Advisers Act such as
fiduciary duties to clients, anti- fraud provisions, substantive prohibitions and requirements, contractual and record-
keeping requirements and administrative oversight by the SEC (primarily by inspection). In addition, investment
advisers must continually address potentlal conﬂlcts between thelr interests and those of cllents Although we have
established certain policies th Ofsth g
procedures designed to mitigate conﬂlcts of 1nterest there 4s-can be 1o assurance lh.ll t-he—these U-&rted—States—pohcles and
procedures will affeetbe effective in doing so.It is possible that actual,potential et or earnings;whieh-perceived conflicts
of interest could reduee-give rise to investor dissatisfaction,litigation et or eash-avattable-regulatory enforcement
actions.If we are deemed to be out of compliance with any such rules and regulations,we may be subject to civil
liability,criminal liability and / for- or regulatory sanctions distribttion-te-eurstoekholders- Subject to maintaining our
qualification as a REIT,we use various hedging strategies to reduce our exposure to losses from rising interest rates in the current
market.Hedging activity varies in scope based on the level and volatility of interest rates,the type of assets held,financing




used,and other changing market conditions.There are no perfect hedging strategies,and interest rate hedging may fail to protect
us from loss.Alternatively,we may fail to properly assess a risk to our investment portfolio or may fail to recognize a risk
entirely,leaving us exposed to losses without the benefit of any offsetting hedging activities. The derivative financial instruments

we eeu-}d-se}eet—mdy use,lncludmg ﬂet—h&ve—t-he-effeet—ef—feéuemg—emﬂnterest rate caps ﬂsiéPhe—ﬂafafe—zmd—ﬁmﬁrg—eﬁtedgtng

eeﬂ-}d—rnefease—etﬁts-leaﬂd—}esses—h-&ddtﬁeﬁ— optlons,futures and swap futures,to hedgmg—aet-m&es—eeu{d—fest&t—rﬂ—lesses—rf
ﬂ‘r&everrt—&g&msi—w—h-teh—we—hedge dees—ne{—eeeﬂr——— our —Fe%e*&mp-}e—mtelest rate hee}g-mg—eeﬂ}d—f&ﬂ—exposure,may not -faee

addltlon some heds_mg instruments involve risk since they are not culrently traded on reguhted exch"mées ;Dmr'lnteed by an
exchange or its elearing-clearinghouse kouse-,or regulated by any U.S.or foreign governmental authorities. We-The nature and
timing of hedging transactions may enterinto-influence the effectiveness of these strategies.Poorly designed strategies or
improperly executed transactions could also increase our risk and losses.In addition, hedging instruments-activities could
result in losses if the event against which we hedge does not occur such as the hedge not matching the duration of the
related liability or not correlating directly with the interest rate risk,among others.Regulatory changes that alter margin
or clearing requirements could expese-ts-to-eontingenttiabilitiesin-increase our costs and limit our hedging
flexibility.Lastly, the futare-amount of income that we may earn from hedging transactions to offset interest rate losses
may be limited by U.S.federal tax provisions governing REITs.The hedging transactions we undertake ,which are
intended to limit losses,may limit gains and increase our exposure to losses.Thus,if our hedging strategies fail or market
conditions change unexpectedly,it may result in a reduction of our cash available for distribution and we could materiatty
incur losses that adversely affect our financial condition and results of operations.Subject to maintaining our qualification as a
REIT,part of our financing strategy involves entering into hedging instruments that could require us to fund cash payments in
certain circumstances (e.g.,the early termination of a hedging instrument caused by an event of default or other voluntary or
involuntary termination event or the decision by a hedging counterparty to request the posting of collateral that it is
contractually owed under the terms of a hedging instrument). With respect to the termination of an existing swap,the amount due
would generally be equal to the unrealized loss of the open swap position with the hedging counterparty and could also include
other fees and charges.These economic losses will be reflected in our financial results of operations and our ability to fund these
obligations will depend on the liquidity of our assets and access to capital at the time.Any losses we incur on our hedging
mstruments could mdterldlly adversely affect our edmmgs and thus our cash Wdlldble for dlstrlbutlon to our stockholders Fhe

entering into swaps are exposed to credit losses in the event ot non- pelformance by counterparties to these transdctlons.Rules
issued by the Commodities Futures Trading Commission e#;(the “ CFTC ;) that became effective in October 2012 require the
clearing of all swap transactions through registered derivatives clearing organizations,or swap execution facilities,through

stdndmdlzed documents under which each swap Counterparty transfers its posmon to aﬂet-her—eﬂt-rt-y—whefeby—t-he-eeﬂtfa-l-tzeé

e}e&r'rng—e-f—sw&ps—m—ﬂﬂs-anothm entlty whereby d'eb{—eeﬁrﬂg—eﬂ&ls—rﬂ-the -fufufe-centrallzed clearlnghouse effectlvely becomes

the counterparty to each side of the swap. In addition to greater initial and periodic margin (collateral) requirements
and additional transaction fees both by the swap execution facility and the clearinghouse . the swap transactions are now
subjected to greater regulation by both the CFTC and the SEC. In response to events having or expected to have adverse
economic consequences or which if-unaddressed-create market uncertainty , clearing facilities or exchanges upon which
some of our hedging instruments (i. e., interest rate swaps) are traded may also require us to post additional collateral
against our hedging instruments. These additional fees, costs, margin requirements, documentation requirements, and
regulations could adversely affect our business eause-signifieantharmto-the- b-—S—eeonomy-and global-finanetal-stability
results of operations . Through certain of our wholly —owned subsidiaries , we have engaged in the past, and expect to continue
to engage in, securitization transactions relating to residential mortgage loans. These types of transactions and investments
expose us to potentially material risks. A significant part of our business and growth strategy is to engage in various
securitization transactions related to mortgage assets, and such transactions expose us to potentially material risks, including
without limitation: ¢ Financing at Unfavorable Terms Risk: Engaging in securitization transactions and other similar
transactions generally require us to incur short- term debt on a recourse basis to finance the accumulation of residential mortgage
loans. If investor demand for securitization transactions weakens sufficiently, we may be unable to complete the securitization
of loans accumulated for that purpose on favorable terms, or at all, which may hurt our business or financial results. We have a
limited capacity to hold loans on our balance sheet as investments, and our business is not structured to buy- and- hold the full
volume of loans that we routinely acquire with the intent to sel-securitize . If demand for buyingleans-securitized securities
weakens, we may be forced to incur additional debt on unfavorable terms or may be unable to borrow to finance these assets,
which may in turn impact our ability to continue acquiring loans over the short or long term . * Diligence Risk: We engage in
due diligence with respect to the loans or other assets we are securitizing and make representations and warranties relating to



those loans and assets. When conducting due diligence, we rely on resources and data available to us and on a review of the
collateral by third parties, each of which may be limited. We may also only conduct due diligence on a sample of a pool of loans
or assets we are acquiring and assume that the sample is representative of the entire pool. Our due diligence efforts may not
reveal matters which could lead to losses. If our due diligence process is not robust enough, or the scope of our due diligence is
limited, we may incur losses. Losses could occur because a counterparty that sold us a loan or other asset refuses or is unable (e.
g., due to its financial condition) to repurchase that loan or asset or pay damages to us if we determine after purchase that one or
more of the representations or warranties made to us was inaccurate or because we doen-- do not =tget a representation or
warranty that covers a discovered defect or violation. In addition, losses with respect to such loans will generally be borne by us
as the holder of the “ first- loss ” securities in our securitizations. * Disclosure and Indemnity Risk: When engaging in
securitization transactions, we also prepare marketing and disclosure documentation, including term sheets and prospectuses,
that include disclosures regarding the securitization transactions, the securitization transaction agreements and the assets being
securitized. If our marketing and disclosure documentation are alleged or found to contain inaccuracies or omissions, we may be
liable under federal and state securities laws (or under other laws) for damages to third parties that invest in these securitization
transactions, including in circumstances where we relied on a third party in preparing accurate disclosures, or we may incur
other expenses and costs disputing these allegations or settling claims. Additionally, we typically retain various third - party
service providers when we engage in securitization transactions, including underwriters, trustees, administrative and paying
agents, servicers and custodians, among others. We frequently contractually agree to indemnify these service providers against
various claims and losses they may suffer from providing these services to us or the securitization trust. If any of these service
providers are liable for damages to third parties that have invested in these securitization transactions, we may incur costs and
expenses because of these indemnities. * Documentation Defects ; ; ; A58

meftgaged—pfepefty—lf there are problems w1th the estabhshment of t1t1e to underlylng mortgaged property and hen prrorrty
rights are transferred, securitization transactions that we sponsored and third - party sponsored securitizations that we hold
investments in may experience losses, which could expose us to losses and could damage our ability to engage in future
securitization transactions. Our ability to profitably execute or participate in future securitization transactions depends, in part,
on our ability to compete with other purchasers of residential mortgage loans and the cost and availability of short- term debt,
which may be negatively impacted by adverse market conditions beyond our control. A significant part of our business and
growth strategy is to engage in various securitization transactions related to residential mortgage loans. There are many factors
that can have a significant impact on whether a securitization transaction is profitable to us or result in a loss. One of these
factors is the price we pay for the mortgage loans that we securitize, which, in the case of residential mortgage loans, is
impacted by the level of competition in the marketplace for acquiring residential mortgage loans and the relative desirability to
originators or other financial institutions of retaining residential mortgage loans as investments or selling them to third parties
such as us. The cost and availability of the short- term debt we use to finance our mortgage tean-loans before securitization
impacts the profitability of our securitization transactions. This short- term debt cost is affected by several factors including its
availability to us, its interest rate, its duration, and the percentage of our mortgage loans for which third parties are willing to
provide short- term financing. After we acquire mortgage loans that we intend to securitize, we can also suffer losses if the value
of those loans declines before securitization. Declines in the value of a residential mortgage loan, for example, can be due to,
among other things, changes in interest rates, changes in the credit quality of the loan, changes in the projected yields required
by investors to invest in securitization transactions, and increased delinquencies. Hedging against a decline in loan value due to
changes in interest rates may impact the profitability of a securitization. The price that investors in MBS mertgage—backed
seenrittes-will pay for securities issued in our securitization transactions also has a significant impact on the profitability of the
transactions to us, and these prices are impacted by numerous market forces and factors including the uncertainty, potential
delinquencies, and lack of liquidity. In addition, the underwriter (s) or placement agent (s) we select for securitization
transactions, the terms of their engagement and the transaction costs incurred in such securitizations can also impact the
profitability of our securitizations. Also, any liability that we may incur, or may be required to reserve for when executing a
transaction can cause a loss to us. To the extent that we are not able to profitably execute future securitizations of residential
mortgage loans or other assets, including for the reasons described above or for other reasons, it could have a material adverse
impact on our busrness and ﬁnancral results. We operate ina hrghly Cornpetrtrve market for investment opportunrtres Our

; ; ; q g ; ees—In acquiring eur-targetreal
estate- related assets for ourselves or for any new Dlscretlonary Fund in our capaclty as investment manager . we
compete with a—vaﬂety—e-ﬁmst-rtuﬁeﬂal—miﬁstefs—mehidmg—other mortgage REITs , investment management firms , specialty

finance companies, publie-savings and private-funds-loan associations gevemment—eﬁtmes—eeﬁnﬁefetal—and—mvestment—banks
eommeretal-finanee-and-mortgage bankers, insurance companies and-other-, exchange traded funds, mutual funds,

institutional investors, investment banking firms, financial institutions , private equity funds, hedge funds, governmental
bodies (including the Federal Reserve) and other entities . Many of our competitors are substantialty-significantly larger and
than we are, have eeﬁsrdefab-l-y—access to greater ﬁnaﬁela-l—capltal techmcal technologrcal marketrng and other resources than

of our competrtors may have hrgher rrsk tolerances ot drfferent rrsk assessments , or fewer regulatory burdens and
restrictions , which could allow them to consider a wider variety of investments and establish more faverable relationships



than us-we can . Furthermere-The existence of these entities , as well as the possibility of additional entities forming in the
future, may increase the competition for nvestments-inotr-targetthe acquisition of residential mortgage asscts maylead-to
the-, resulting in higher priee-prices of-and lower yields on such asscts inereasing-, whieh-as well as limiting our ability to
raise third- party funds for, and therefore earn fees and incentive- based income from, any new Discretionary Funds.
We also provide investment management and advisory services on a non- discretionary basis. In that regard, we
compete with investment management firms and similar entities for clients. Our clients may further-also choose to
perform these functions internally and discontinue their relationships with us. Many of our competitors are significantly
larger than we are, have access to greater capital and other resources, and may have other advantages over us. The
existence of these entities, as well as the possibility of additional entities forming in the future, may limit our ability to
generate-desired-retarns-grow fees from our non- discretionary investment management and advisory services or our
ability to obtain new third- party non- discretionary accounts . We cannot provide assurance that the competitive pressures
we face will not have a material adverse effect on our business, financial condition and results of operations —Adse;-as-aresult-of

. We rely on thnd parties to pelform certain services particularly as it relates to servicing,
comply with applicable laws and regulations, and carry out contractual covenants and terms, the failure of which by any of these
third parties may adversely impact our business and financial results. To conduct our business of acquiring loans, engaging in
securitization transactions, and investing in third - party issued securities and other assets, we rely on third - party service
providers to perform certain services, comply with applicable laws and regulations, and carry out contractual covenants and
terms. Thus we are subject to the rlsks asgocmted Wlth a thnd party’ s failure to perform 1nclud1ng fa11u1e to perform due to

sttbjeet—te—eeﬁ&ﬂuﬁ-l—eh&nge— e rely on thlrd party servicers to service and manage the mortgage loans we benehmally own
and that underlie our MBS-RMBS . The ultimate returns generated by these-our investments may depend on the quality of the
service providers. For example, servieer-servicers —I-Pa—seev—teer—ts—not ﬁgﬂaﬂt—wgﬂantly momtormg tﬂ-seei-ﬂ-g—ﬂ‘t&t—beﬁ‘ewefs
make-thetr-required monthly payments or taking s-berrew y
defau-l-t—f&tes—l—ﬂa—sei%teer—ta-kes—longer than expected to -l-lquidafe-resolve non- per formmo 1oans T 0r llqu1date }esses

eeﬁape’feﬂ&y—mﬁﬂ&g&&ﬂd—dispese-ef—ﬂ%e—related real propertles eeﬂ-}d—nega-t-we}y—may adversely impact the Value of these

investments and our financial performance. In addition, while we have contracted with third - party servicers to carry out the
actual servicing of the loans we beneficially own, other than our securitized loans (including all direct interface with the
borrowers) we are nevertheless ultimately responsible, vis- a- vis the borrowers and state and federal regulators, for ensuring
that the loans are serviced in accordance with the terms of the related notes and mortgages and applicable law and regulation
(See “ Risks Related to Regulatory Matters, Accounting, and Our 1940 Act Exemption ” for further discussion). Considering the
current regulatory environment, such exposure could be significant even though we might have contractual claims against our
servicers for any failure to service the loans to the required standard. For a majority of the loans that we beneficially own (other
than securitized loans), we also beneficially own the right to service those loans and we retain a sub- servicer to service those
loans. In these circumstances, we are exposed to certain risks, including, without limitation, that we may not be able to enter into
sub- servicing agreements on favorable terms to us or at all, or that the sub- servicer may not properly service the loan in
compliance with applicable laws and regulations or the contractual provisions governing their sub- servicing role, and that we
would be held liable for the sub- servicer’ s improper acts or omissions. Additionally, in its capacity as a servicer of residential
mortgage loans, a sub- servicer will have access to borrowers’ non- public personal information, and we could incur liability for
a data breach relating to a sub- servicer or misuse or mismanagement of data by a sub- servicer. We also rely on technology
infrastructure and systems of third parties who provide services to us and with whom we transact business. To the extent any
one sub- servicer counterparty services a significant percentage of the loans with respect to which we own the servicing rights,
the risks associated with our use of that sub- servicer are concentrated around this single sub- servicer counterparty. To the
extent that there are significant amounts of advances that need to be funded in respect of loans where we own the servicing right,
it could have a material adverse effect on our business and financial results. We also rely on corporate trustees to act on behalf
of us in enforcing our rights as security holders. Under the terms of most RMBS we hold, we do not have the right to directly
enforce remedies against the issuer of the security but instead must rely on a trustee to act on behalf of us and other security
holders. Should a trustee not be required to act under the terms of the securities, or fail to act, we could experience losses. We



utilize third - party analytical models and data to value our investments, and any incorrect, misleading or incomplete information
used in connection therewith would subject us to potential risks. Given the complexity of our investments and strategies, we rely
heavily on analytical models and information and data supplied by third parties, #-(* Third - Party Data ) . Third - Party Data
is used to value investments or potential investments and to hedge our investments. When we rely on Third - Party Data that
proves to be incorrect, misleading or incomplete, our decisions expose us to potential risks. For example, by relying on Third -
Party Data, especially valuation models, we may be induced to buy certain investments at prices that are too high, to sell certain
other investments at prices that are too low, or to miss favorable opportunities altogether. Similarly, any hedging based on faulty
Third - Party Data may prove to be unsuccessful. Furthermore, any valuations of our investments that are based on valuation
models may prove to be incorrect. These risks include the following: (i) collateral cash flows and / or liability structures may be
incorrectly modeled in all or only certain scenarios, or may be modeled based on simplifying assumptions that lead to errors; (ii)
information about collateral may be incorrect, incomplete, or misleading; (iii) collateral or bond historical performance (such as
historical prepayments, defaults, cash flows, etc.) may be incorrectly reported, or subject to interpretation (e. g., different issuers
may report delinquency statistics based on different definitions of what constitutes a delinquent loan); or (iv) collateral or bond
information may be outdated, in which case the models may contain incorrect assumptions as to what has occurred since the
date information was last updated. Some of the Third - Party Data we use, such as mortgage prepayment models or mortgage
default models, are predictive in nature. The use of predictive models has inherent risks. For example, such models may
incorrectly forecast future behavior, leading to potential losses on a cash flow and / or a mark- to- market basis. In addition, the
predictive models we 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 investments than actual market
prices. Furthermore, since 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 the
ability of these historical models to accurately reflect future periods. All valuation models rely on correct market data inputs.
Certain assumptions used as inputs to the models may be based on historical trends and these trends may not be indicative of
future results. If incorrect market data is used, even a well- designed valuation model may result in incorrect valuations. Even if
market data is appropriately captured in the model, the resulting “ model prices ” will often differ substantially from market
prices, especially for securities with complex characteristics, such as derivative securities. Volatility in any asset class, including
real estate and mortgage- related assets, increases the likelihood of Third- Party Data being inaccurate as market participants
attempt to value assets that have frequent, significant swings in pricing. The expanding body of federal, state and local
regulations and the investigations of servicers may increase their cost of compliance and the risks of noncompliance and may
adversely affect their ability to perform their servicing obligations. We rely on third - party servicers to service the residential
mortgage loans that we acquire through consolidated trusts and that underlie the MBS that we acquire. The mortgage servicing
business is subject to extensive regulation by federal, state and local governmental authorities and is-sabjeet-te-various laws and
judicial and administrative decisions imposing requirements and restrictions and increased compliance costs on a substantial
portion of their operations. The volume of new or modified laws and regulations has increased in recent years. Some
jurisdictions and municipalities have enacted laws that restrict loan servicing activities, including delaying ;-or preventing
prompt foreclosures, forcing the modification of certain mortgages or preventrng the collection of interest or other charges
from borrowers under certain elrcumstances W : v ; ; 0 hieh

G@¥PB-—1—9—paﬁdemte—Certarn mortgage lenders and thrrd party servicers may also Voluntarrly, or as part of settlements with
law enforcement authorities, establish loan modification programs relating to loans they hold or service , even if such loan
modifications and other actions are not in the best interests of the beneficial owners of the mortgages . These federal, state
and local legislative or regulatory actions that result in modifications of our outstandmg mortgages, or interests in mortgages
acquired by us either directly through consolidated trusts or through our 1nvestments in fesrdenﬁa-l—l’v{-B-S—RMBS may adversely
affect the Value of, and returns on, such investments ~J d

: etal-own 0 The foregorng matters
may cause our business, financial condition, results of operatrons and abrhty to pay d1V1dends to be adversely affected. We are
dependent on information technology and systems, including those of third parties, and their failure, including through a cyber-
attack, could significantly disrupt our business or result in the disclosure or misuse of confidential or other information,
including personal information, which could damage our reputation, result in regulatory sanctions, subject us to litigation and /
or increase our costs and cause losses that have a material adverse impact on our business, financial results and financial
condition. Our business is highly dependent on our information and communications systems. These information and
communications systems include hardware, software and cloud- based solutions. Our business is also highly dependent on the
information and communications systems of third parties with whom we do business or that facilitate our business activities,
including clearing agents, mortgage servicers, trustees, business counterparties, technology service providers and financial
intermediaries. Our relationships with certain of these third —parties allow for the external storage and processing of our
information, including personal information, and counterparty and borrower information, including on cloud- based systems. In
addition, third parties to whom we provide investment management and advisory services and a few customers who license
two of our internally developed data analytics technologies, may also share their confidential information, including personal
information, with us, which information may be processed and stored in, and transmitted through, our computer systems and
networks. We may not be able to anticipate, detect or recognize threats to our systems and assets, or to implement effective
preventive measures against all cyber threats, especially because the techniques used in cyber - attacks are increasingly



sophisticated, change frequently, are complex, and are often not recognized until launched. Cyber- attacks can occur and persist
for an extended period of time without detection. Investigations of cyber- attacks are inherently unpredictable, and it takes time
to complete an investigation and have full and reliable information. These and other challenges could further increase the costs
and consequences of a cyber- attack and may inhibit our ability to provide rapid, complete and reliable information about a
cyber- attack to our business partners, counterparties and regulators, as well as the public. Any failure e+, interruption of,
attack our—- or security breach of our networks or systems or those of key third parties ereyber—attacks-or-seeurity-breaches
efeurnetworks-ersystems-could cause delays or other problems in our business or result in the disclosure or misuse of
confidential or other information, including personal information, swhieh-that belongs to us, to third parties to whom we
provide investment management and advisory services, or to a few customers who license two of our internally developed
data analytics technologies. Such delays, problems or unintentional disclosures could damage our reputation, result in
regulatory sanctions or liability to third parties and / or increase our costs and cause losses that have a material adverse impact
on our business, financial results and financial condition. Cyber criminals are now deploying sophisticated techniques to conduct
more advanced and persistent attacks. We have been and continue to be the target of such attacks. From time to time, third
parties with whom we do business have experienced data breaches or other cybersecurity incidents. Such attacks, as well as an
actual or perceived failure by us or third parties to comply with privacy, data protection and information security laws,
regulations, standards, policies and contractual obligations could result in legal liabilities, fines, regulatory action and
reputational harm that have a material adverse impact on our business, financial results and financial condition. We cannot
assure you that our cybersecurity control and response plans will be sufficient to prevent or mitigate all potential risks of
cybersecurity threats and incidents. Especially due to the current hybrid working environments, where mere-of-our personnel are
spending mere-some time working from home sthan-they-did-prior-to-the-COVID-—9-pandentie-, there is an elevated risk of
such events occurring . Our executive officers and other key personnel are critical to our success and the loss of any
executive officer or key employee may materially adversely affect our business. Our success and our ability to manage
anticipated future growth depend, in large part, upon the efforts of our highly skilled employees, and particularly on our
key personnel, including our executive officers. Our executive officers have extensive experience and strong reputations
in our industry and have been instrumental in setting our strategic direction, operating our business, identifying,
recruiting, and training our other key personnel, and arranging necessary financing. Retention and motivation of certain
key employees is particularly important to our business in light of our recent Palisades Acquisition due to the
uncertainty and difficulty of integration, as well as the time and attention required by our management team. See the
Risk Factor above captioned “ We may be unable to successfully integrate and realize the anticipated benefits of the
Palisades Acquisition, which may adversely affect our operations. ” In addition, the governing agreements of the
Discretionary Funds typically require the suspension or termination of the investment period if certain members of our
senior management team or key personnel cease to devote sufficient professional time to or cease to be employed by the
Company, often called a “ key person event, ” or in connection with certain other events. The departure of any of our
executive officers or other key personnel, or our inability to attract, motivate and retain highly qualified employees at all
levels of the firm in light of the intense competition for talent, could adversely affect our business, operating results or
financial condition, diminish our investment opportunities, or weaken our relationships with lenders, counterparties and
other parties important to our business and strategy. Our business is subject to extensive regulation that may subject us
to significant costs and compliance requirements, and there can be no assurance that we will satisfactorily comply with
such regulations. Any changes in regulatory and legal requirements, including changes in their interpretation and
enforcement by lawmakers and regulators, could materially and adversely affect our business and our financial
condition, liquidity, and results of operations . Our business is subject to extensive regulation by federal and state
governmental authorities, self- regulatory organizations, and securities exchanges. We are required to comply with numerous
federdl and state ldws The laws, 1ules and reéuldtlons Comprlsm;: thls reéuldtory framework change hequently as can the

aﬁd-pfae&ees—fegaf&mg—etﬂkbﬁs-mess—aet—ﬁfmes—We incur s1s_mhcdnt ons_omg costs to comply Wlth these Govemment reéuldtlons

Our portfoho 1ncludes or mdy include inv estments m mortgage pass- through certificates issued or s_uaranteed by Gmme Mae,

Freddie-Mae—Congress-may eeﬂﬁﬁue—te—conﬂdm 1eglsldt10n thdt Would significantly reform the country’ s morts_age flmnce
system mcludmg, among other thmgs ellmmdtmo Freddie Mac and Fannie Mae and repldcmg them with a smgle new MBS

mortgage fmdnce system reform will be enacted in the short term remains uncertain, it is posuble that the adoption of any such
reforms could adversely affect the types of assets we can buy, the costs of these assets and our business operations. A reduction
in the ability of mortgage loan originators to access Fannie Mae and Freddie Mac to sell their mortgage loans may adversely
affect the mortgage markets generally and adversely affect the ability of mortgagors to refinance their mortgage loans. In
addition, any decline in the value of securities issued by Fannie Mae and Freddie Mac may affect the value of MBS in general.

Although we do not currently originate or directly service residential mortgage loans, we musteomply-with-vartous-federal-and
statetaws-may do so in the future. Moreover , even if riles;-andregulationsbeeanse-we only purchase residential mortgage

loans —Fhese-, we are still subject to various federal and state laws, rules , generallyfoetus-on-eonsumerproteetion-and
regulations because we purchase residential mortgage loans, inelude-including ;-ameng-ethetrs;rules promulgated under the



Dodd- Frank Act and the Gramm- Leach- Bliley Financial Modernization Act of 1999. The €CensumerFinanetal-Proteetion
Bureau;or-CFPB, has broad authority over a wide range of consumer financial products and services, including mortgage
lending and servicing. One portion of the Dodd- Frank Act, the Mortgage Reform and Anti- Predatory Lending Act ;-( or
Mortgage Reform Act ), contains underwriting and servicing standards for the mortgage industry and various other
requirements related to mortgage origination and servicing. In addition, the Dodd- Frank Act grants enforcement authority and
broad discretionary regulatory authority to the CFPB to prohibit or condition terms, acts or practices relating to residential
mortgage loans that the CFPB finds abusive, unfair, deceptive or predatory, as well as to take other actions that the CFPB finds
are necessary or proper to ensure responsible affordable mortgage credit remains available to consumers. The Dodd- Frank Act
also affects the securitization of mortgages (and other assets) with requirements for risk retention by securitizers and
requirements for regulating rating agencies Numerous regulations have been issued pursuant to the Dodd- Frank Act, including
regulations regarding mortgage loan servicing, underwrrtrng and loan or1g1nator compensat1on and others could be issued in the
future. These requirements can and do change & gated :
and the recent trends among federal and state lawmakers and regulators have been toward 1ncreas1ng laws regulatrons and
investigative proceedings concerning the mortgage industry generally. As a result, we are unable to fulty-predict at-this-time
how the Dodd- Frank Act, as well as ether-future laws or regulations thatmay-be-adopted-in-the-fatare-, will affect our business,
results of operatrons and ﬁnancral cond1t10n or the environment for fepufehase—ﬁnancrng or aﬂd—et-her—ferms—e-f—beﬁewtﬂg—t-he
investing env 0 vO1] 6 SaP s a
sw&ps—aﬂd—et-her—deﬂv&tﬁes— We belleve that the Dodd F rank Act and the regulatrons prornulgated thereunder are hkely to
continue to increase the economic and compliance costs for participants in the mortgage and securitization industries, including
us. In response to the COVID- 19 pandemic, wide- ranging legal protections for homeowners, including foreclosure moratoria
and forbearance provisions, were enacted and extended multiple times including through the Coronavirus Aid, Relief, and
Economic Security Act (or CARES Act), Wl’llCl’l was srgned into law on March 27,2020, and rules and letters 1ssued by the FHA
Federal Housmg Agency and the CF PB —Acv 0 0 : 0

: : : W ; lf the COVlD 19 pandemrc resurges or
another pubhc health crisis breaks out in the future srmrlar measures may be reenacted which could adversely affect our
busrness results of operations and ﬁnancral condition. frre ; ; : ; ;

7 y -tmpac RS- Although we believe that we
have structured our operations and investments to comply W1th ex1st1ng legal and regulatory requirements and interpretations,
changes in regulatory and legal requirements, including changes in their interpretation and enforcement by lawmakers and
regulators, could materially and adversely affect our business and our financial condition, liquidity, and results of operations.
We are required to obtain various state licenses to purchase mortgage loans in the secondary market and there is no assurance
we will be able to obtain or maintain those licenses. While we are not required to obtain licenses to purchase MBS mertgage-
baeked-seeurities-, the purchase of residential mortgage loans in the secondary market may, in some circumstances, require us ,
or the entities, including securitization trusts, we use to conduct our business, to maintain various state licenses. Acquiring
the right to service residential mortgage loans may also, in some circumstances, require us to maintain various state licenses
even though we currently do not expect to directly engage in loan servicing ourselves. Thus, we could be delayed in conducting
certain business if we were first required to obtain a state license. We cannot assure you that we will be able to obtain all the
licenses we need or that we would not experience significant delays in obtaining these licenses. Furthermore, once licenses are
issued, we are required to comply with various information reporting and other regulatory requirements to maintain those
licenses, and there is no assurance that we will be able to satisfy those requirements or other regulatory requirements applicable
to our business of acquiring residential mortgage loans on an ongoing basis. Our failure to obtain or maintain required licenses
or our failure to comply with regulatory requirements that are applicable to our business of acquiring residential mortgage loans
may restrict our business and investment options and could harm our business and expose us to penalties or other claims.
Generally, the cumulative net income we report over the life of an asset will be the same for GAAP and tax purposes, although
the timing of this income recognition over the life of the asset could be materially different. Differences exist in the accounting
for GAAP net income and REIT taxable income, which can lead to significant variances in the amount and timing of when
income and losses are recognized under these two measures. Due to these differences, our reported GAAP financial results
could materially differ from our determination of taxable income, which impacts our dividend distribution requirements, and,
therefore, our GAAP results may not be an accurate indicator of future taxable income and dividend distributions. Changes in
accounting rules could occur at any time and could impact us in significantly negative ways that we are unable to predict or
protect against. The Financial Accounting Standards Board, or the FASB, and other regulatory bodies that establish the
accounting rules applicable to us have recently proposed or enacted a wide array of changes to accounting rules. Moreover, in
the future, these regulators may propose additional changes that we do not currently anticipate. Changes to accounting rules that
apply to us could significantly impact our business or our reported financial performance in ways that we cannot predict or
protect against. We cannot predict whether any changes to current accounting rules will occur or what impact any codified
changes will have on our business, results of operations, liquidity or financial condition, directly or through their impact on our
business partners or counterparties. Loss of our 1940 Act exemption would adversely affect us and negatively affect the market
price of shares of our capital stock and our ability to distribute dividends. We conduct our operations so that neither we nor any



of our subsidiaries are required to register as an investment company under the 1940 Act. Section 3 (a) (1) (A) of the 1940 Act
defines an investment company as any issuer that is or holds itself out as being engaged primarily in the business of investing,
reinvesting, or trading in securities. Section 3 (a) (1) (C) of the 1940 Act defines an investment company as any issuer that is
engaged or proposes to engage in the business of investing, reinvesting, owning, holding, or trading in securities and owns or
proposes to acquire investment securities having a value exceeding 40 % of the value of the issuer’ s total assets (exclusive of U.
S. Government securities and cash items) on an unconsolidated basis, which we refer to as the 40 % test. Excluded from the term
“investment securities, ” among other things, are U. S. Government securities and securities issued by majority- owned
subsidiaries that are not themselves investment companies and are not relying on the exclusion from the definition of investment
company set forth in Section 3 (c) (1) or Section 3 (c) (7) of the 1940 Act. Because we are a holding company that conducts its
businesses primarily through wholly —owned subsidiaries and majority- owned subsidiaries, the securities issued by these
subsidiaries that are excepted from the definition of ““ investment company  under Section 3 (¢) (1) or Section 3 (¢) (7) of the
1940 Act, together with any other investment securities we may own, may not have a combined value in excess of 40 % of the
value of our adjusted total assets on an unconsolidated basis. This requirement limits the types of businesses in which we may
engage through our subsidiaries. In addition, the assets we and our subsidiaries may acquire are limited by the provisions of the
1940 Act, the rules and regulations promulgated under the 1940 Act and SEC staff interpretative guidance, which may adversely
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therefore, our interest in each of these subsidiaries would constitute any—- an et-hele“ investment seettﬂﬁes-securlty ” fi
purposes of determlnlng whether we pass the ewa—e*eeeds—40 % test © d

A with-respee o-cH t ton-and industry-eoneen ton-and-other-matte . Certain of our qubsldlarleq
rely on the exemption from reglqtratlon pr0V1ded by Sectlon 3 (C) (5) (C) ofth 1940 Act. Sectlon 3(c)(5) (C)as 1nterpreted by
the staff of the SEC, requires us to invest at least 55 % of our assets in *“ mortgages and other liens on and interest in real estate
sor-(“ Qualifying Real Estate Assets 7) and at least 80 % of our assets in Qualifying Real Estate Assets plus real estate- related
assets. The assets that we acquire, therefore, are limited by the provisions of the 1940 Act and the rules and regulations
promulgated under the 1940 Act. If the SEC determines that any of our subsidiaries’ securities are not Qualifying Real Estate
Assets or real estate- related assets or otherwise believes such subsidiary does not satisfy the exemption under Section 3 (c) (5)
(C) of the 1940 Act, we could be required to restructure our activities or sell certain of our assets. The net effect of these factors
will be to lower our net interest income. If we fail to qualify for exemption from registration as an investment company, our
ability to use leverage would be %ubqtantlally reduced and we would not be able to conduct our business as described. Certaln of
our subsidiaries may rely on the—e y ; 6 ;

fel-y—e-n—Rule 3a- 7 which exempts certain securitization vehicles, There are numerous requlrements that must be met to exclude
such subsidiaries from the definition of an investment company. Our ability to manage assets held in a special purpose
subsidiary that complies with Rule 3a- 7 will be limited and we may not be able to purchase or sell assets owned by that
subsidiary when we would otherwise desire to do so, which could lead to losses. The determination of whether an entity is a
majority- owned subsidiary of our company is made by us. The 1940 Act defines a majority- owned subsidiary of a person as a
company of which 50 % or more of the outstanding voting securities are owned by such person, or by another company which is
a majority- owned subsidiary of such person. The 1940 Act further defines voting securities as any security presently entitling
the owner or holder thereof to vote for the election of directors of a company. We treat companies in which we own at least a
majority of the outstanding voting securities as majority- owned subsidiaries for purposes of the 40 % test. We have not
requested the SEC to approve our treatment of any company as a majority- owned subsidiary , and the SEC has not done so. If
the SEC were to disagree with our treatment of one or more companies as majority- owned subsidiaries, we may need to adjust
our strategy and our assets to continue to pass the 40 % test. Any such adjustment in our strategy could have a material adverse
effect on us. There can be no assurance that the laws and regulations governing the 1940 Act status of REITSs, including
guidance from the Division of Investment Management of the SEC regarding these exemptions, will not change in a manner that
adversely affects our operations. If we or our subsidiaries fail to maintain an exception or exemption from the 1940 Act, we
could, among other things, be required either to (a) substantially change the manner in which we conduct our operations to
avoid being required to register as an investment company, (b) effect sales of our assets in a manner that, or at a time when, we
would not otherwise choose to do so, or (c) register as an investment company, any of which could negatively affect the value of
our capital stock, the sustainability of our business model, and our ability to make distributions, Wthh could have an adverse
effect on our business and the market price for our shares of capital stock. ¥ g5 ; pe ;




otherwise attractive opportunmes or to llquldate 0therw1se attractive investments . To malntaln our quahﬁcatlon asa REIT
for-U—S—federalineome-tax—purposes-, 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 stock. 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. Thus, compliance with
the REIT requnements may hlndel our investment pelformance In partlcularGemp}ymg—ﬁ&ﬂa—R—EHLfeqtufeﬂ&eﬂfs—ma-y—foee

W G , we generally must ensure that at the
end of each Calend"lr qualtel at le"lst 75 % of the leue of our total assets COI]SIStS of Cash cash items, government securities and
qualifying real estate assets, including certain mortgage loans and MBS mertgage—baeked-seeurities- The remainder of our
investments in securities (other than government securities and qualifying real estate assets) generally cannot include more than
10 % of the outstanding voting securities of any one issuer or more than 10 % of the total value of the outstanding securities of
any one issuer. In addition, in general, no more than 5 % of the value of our assets (other than government securities, qualifying
real estate assets, and stock in one or more TRSs) can consist of the securities of any one issuer, and no more than 20 % of the
value of our total assets can be represented by securities of one or more TRSs. If we fail to comply with these requirements at
the end of any quarter, we must correct the failure within 30 days after the end of such calendar quarter or qualify for certain
statutory relief provisions to avoid losing our REIT status and suffering adverse tax consequences. Thus, we may be required to
liquidate from our portfolio otherwise attractive investments. These actions could have the effect of reducing our income and
amounts available for distribution to our stockholders. Complying with REIT requirements may limit our ability to hedge
effectively. The REIT provisions of the Internal Revenue Code of 1986, as amended (the “ Code ), substantially limit our
ability to hedge our assets and related borrowings. Under these provisions, any income that we generate from transactions
intended to hedge our interest rate, inflation and / or currency risks will be excluded from gross income for purposes of the REIT
75 % and 95 % gross income tests if the instrument hedges (1) interest rate risk on liabilities incurred to carry or acquire real
estate or (2) risk of currency fluctuations with respect to any item of income or gain that would be qualifying income under the
REIT 75 % or 95 % gross income tests, and such instrument is properly identified under applicable Treasury Department
regulations. Our annual gross income from non- qualifying hedges, together with any other income not generated from
qualifying real estate assets, cannot exceed 25 % of our annual gross income. In addition, 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 certain hedges through a TRS. This could increase
the cost of our hedging activities or expose us to greater risks associated with changes in interest rates than we would otherwise
want to bear. We may invest in TBAs, which have some uncertainty in their treatment under the REIT asset and income
tests. We may in the future purchase and sell Agency RMBS through to- be- announced forward contracts (“ TBAs )
and recognize income or gains from the disposition of those TBAs, through dollar roll transactions or otherwise. 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 REIT 75 % asset test or the qualification of income or gains from dispositions of TBAs as gains from
the sale of real property or other qualifying income for purposes of the REIT 75 % gross income test, we intend to treat
the GAAP value of our TBAs under which we contract to purchase to- be- announced Agency RMBS (“ TBAs ”) as
qualifying assets for purposes of the REIT 75 % asset test, and we treat income and gains from our TBAs as qualifying
income for purposes of the REIT 75 % gross income test. 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 our position, 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. Failure to qualify as a
REIT would subject us to U. S. federal income tax, which would reduce the cash available for distribution to our stockholders.
We have elected to be treated as a REIT for U. S. federal income tax purposes and intend to operate so that we will qualify as a
REIT. However, the U. S. federal income tax laws governing REITs are extremely complex, and interpretations of the U. S.
federal income tax laws governing qualification as a REIT are limited. Qualifying as a REIT requires us to meet various tests




regarding the nature of our assets and our income, the ownership of our outstanding stock, and the amount of our distributions
on an ongoing basis. While we intend to operate so as to maintain our qualification as a REIT, given the highly complex nature
of the rules governing REITs, the ongoing importance of factual determinations, including the tax treatment of certain
investments we may make, and the possibility of future changes in our circumstances, no assurance can be given that we will so
qualify for any particular year. We also indirectly own an entity that has elected to be taxed as a REIT under the U. S. federal
income tax laws (the “ ;-era"-Subsidiary REIT ”) . =-Our Subsidiary REIT is subject to the same REIT qualification
requirements that are applicable to us. If our Subsidiary REIT were to fail to qualify as a REIT, then (i) that Subsidiary REIT
would become subject to regular U. S. federal, state and local corporate income tax, (ii) our interest in such Subsidiary REIT
would cease to be a qualifying asset for purposes of the REIT asset tests, and (iii) it is possible that we would fail certain of the
REIT asset tests, in which event we also would fail to qualify as a REIT unless we could avail ourselves of certain relief
provisions. While we believe that the Subsidiary REIT has qualified as a REIT under the Code, we have joined the Subsidiary
REIT in filing a £ protective £~ TRS election under Section 856 (1) of the Code for each taxable year in which we have owned
an interest in the Subsidiary REIT. We cannot assure you that such" protective" TRS election would be effective to avoid
adverse consequences to us. Moreover, even if the £ protective *- election were to be effective, the Subsidiary REIT would be
subject to regular corporate income tax, and we cannot assure you that we would not fail to satisfy the requirement that not more
than 20 % of the value of our total assets may be represented by the securities of one or more TRSs. See *- Our ownership of
and relationship with our TRSs 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. - below. If we fail to qualify as a REIT in any calendar year and we do not
qualify for certain statutory relief provisions, we would be required to pay U. S. federal income tax on our taxable income at
regular corporate income tax rates. We might need to borrow money or sell assets to pay any such tax. Our payment of income
tax would decrease the amount of our income available for distribution to our stockholders. Furthermore, if we fail to maintain
our qualification as a REIT and we do not qualify for certain statutory relief provisions, we no longer would be required to
distribute substantially all our REIT taxable income to our stockholders. Unless our failure to qualify as a REIT was excused
under U. S. federal tax laws, we would be disqualified from taxation as a REIT for the four taxable years following the year
during which qualification was lost. The ability of our Board of Directors to revoke our REIT election without stockholder
approval may cause adverse consequences to our stockholders. Our charter provides that our Board of Directors may revoke or
otherwise terminate our REIT election, without the approval of our stockholders, if our Board of Directors determines that it is
no longer in our best interest to attempt to, or continue to, qualify as a REIT. If we cease to qualify as a REIT, we would become
subject to U. S. federal income tax on our net taxable income and we generally would no longer be required to distribute any of
our net taxable income to our stockholders, which may have adverse consequences on the total return to our stockholders .
Distributions may be treated as unrelated business taxable income to tax- exempt investors . If (1) all or a portion of our
assets are subject to the rules relating to taxable mortgage pools, (2) we are a * * pension- held REIT,”” (3) a tax- exempt
stockholder has incurred debt to purchase or hold our capital stock, or (4) the residual REMIC interests, we buy (if any) generate
“excess inclusion income, ” then a portion of the distributions to and, in the case of a stockholder described in clause (3), gains
realized on the sale of capital stock by such tax- exempt stockholder may be subject to U. S. federal income tax as unrelated
business taxable income under the Code. We intend to structure our securitization and financing arrangements so as to not
allocate “ excess inclusion income ” to our stockholders. However, if we have borrowings with two or more maturities and, (1)
those borrowings are secured by mortgages or MBS mertgage—baeked-seeurities-and (2) the payments made on the borrowings
are related to the payments received on the underlying assets, then the borrowings and the pool of mortgages or MBS mertgage-
baeked-seeurities-to which such borrowings relate may be classified as a taxable mortgage pool under the Code. If any part of
our investments were to be treated as a taxable mortgage pool, then our REIT status would not be impaired, but a portion of the
taxable income we recognize may, under regulations to be issued by the Treasury Department, be characterized as excess
inclusion income and allocated among our stockholders to the extent of and generally in proportion to the distributions we make
to each stockholder. Any excess inclusion income would: ¢ not be allowed to be offset by a stockholder’ s net operating losses; ¢
be subject to a tax as unrelated business income if a stockholder were a tax- exempt stockholder; ¢ be subject to the application
of U. S. federal withholding tax at the maximum rate (without reduction for any otherwise applicable income tax treaty) with
respect to amounts allocable to foreign stockholders; and ¢ be taxable (at the highest corporate tax rate) to us, rather than to our
stockholders, to the extent the excess inclusion income relates to stock held by disqualified organizations (generally, tax-
exempt organizations not subject to tax on unrelated business income, including governmental organizations). To maintain our
qualification as a REIT, we must distribute to our stockholders each calendar year at least 90 % of our REIT taxable income
(excluding certain items of non- cash income in excess of a specified threshold), 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 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 all of our REIT taxable income to our stockholders so
as ina-manner-intended-to satisfy the 90 % dlstrlbutron requlrernent and to aV01d both corporate income tax and the 4 %
nondeductlble exc1se tax - e es4

Our taxable income may substantlally exceed our net income as deterrmned by GAAP. As an example reallzed capital losses
may be included in 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. Also, our ability, or the ability of our subsidiaries, to deduct interest may be limited under Section 163 (j) of the Code.



To the extent that we generate such non- cash taxable income or have limitations on our deductions 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, 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. Moreover, our ability to distribute cash may be limited by available financing facilities.
Therefore, our dividend payment level may fluctuate significantly, and, under some circumstances, we may not pay dividends at
all. A REIT may own up to 100 % of the equity 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. Overall, no more than 20 % of the value of a REIT” s assets may consist of stock or securities of one or more TRSs. A
TRS will pay U. S. federal, state and local income tax at regular corporate rates on any taxable income that it earns and could be
subject to the 15 % corporate alternative minimum tax on its adjusted financial statement income if certain income thresholds
are met. In addition, the TRS rules 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 TRS after- tax net income would be available for distribution to us but would
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arm =' s —length basis terms ve- There can be no assurance, however, that
we will be able to comply Wlth the 2() % hmltatlon d-tsettssed—abmfe-or to avoid application of the 100 % excise tax ¢iseussed
abeve-. A REIT’ s net income from prohibited transactions is subject to a 100 % tax. In general, prohibited transactions are sales
or other dispositions of property, other than foreclosure property, but including mortgage loans, held primarily for sale to
customers in the ordinary course of business. We might be subject to this tax if we sold or securitized our assets in a manner that
was treated as a sale for U. S. federal income tax purposes. Therefore, to avoid the prohibited transactions tax, we may choose
not to engage in certain sales of assets at the REIT level and may securitize assets in transactions that are treated as financing
transactions and not as sales for tax purposes even though such transactions may not be the optimal execution on a pre- tax
basis. We could avoid any prohibited transactions tax concerns by engaging in securitization transactions through a TRS, subject
to certain limitations described above. To the extent that we engage in such activities through domestic TRSs, the income
associated with such activities will be subject to U. S. federal (and applicable state and local) corporate income tax. There can be
no assurance, however, that we will avoid the application of the 100 % tax on net income from prohibited transactions described
above. The mortgage loans we acquire may be subject to the interest apportionment rules under Treasury Regulations Section 1.
856- 5 (¢) (5etthe « Interest Apportionment Regulation ”) , which generally provides that if a mortgage is secured by both real
property and other property, a REIT is required to apportion its annual interest income for purposes of the REIT 75 % gross
income test. If a mortgage is secured by both real property and personal property and the value of the personal property does not
exceed 15 % of the aggregate value of the property securing the mortgage, the mortgage is treated as secured solely by real
property for this purpose. For purposes of the asset tests applicable to REITs, Revenue Procedure 2014- 51 provides a safe
harbor under which the IRS will generally not challenge a REIT” s treatment of a loan as being in part a real estate asset in an
amount equal to the lesser of the fair market value of the loan or the fair market value of the real property securing the loan at
certain relevant testing dates. We believe that all of the mortgage loans that we acquire are secured only by real property.
Therefore, we believe that the Interest Apportionment Regulation does not apply to our portfolio. Nevertheless, if the IRS were
to assert successfully that our mortgage loans were secured by property other than real estate, that the Interest Apportionment
Regulation applied for purposes of our REIT testing, and that the position taken in Revenue Procedure 2014- 51 should be
applied to our portfolio, then we might not be able to meet the REIT 75 % gross income test, and possibly the asset tests
applicable to REITs. If we did not meet these tests, we could lose our REIT status or be required to pay a tax penalty to the IRS.
Even if we remain qualified as a REIT, we may face other tax liabilities that reduce our cash flow. Even if we remain qualified
for taxation 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 because of a foreclosure, excise taxes, state or local
income, property and transfer taxes, such as mortgage recording taxes, and other taxes. In addition, to meet the REIT
qualification requirements, prevent the recognition of certain types of non- cash income, or to avert the imposition of a 100 %
tax that applies to certain gains derived by a REIT from dealer property or inventory, we may hold some of our assets through
our TRSs or other subsidiary corporations that will be subject to corporate- level income tax at regular corporate rates. In certain
circumstances, the ability of our TRSs to deduct net interest expense may be limited. Any of these taxes would decrease cash
available for distribution to our stockholders. We may be subject to adverse legislative or regulatory tax changes that could
reduce the market price of our capital stock and our business in general . At any time, the U. S. federal income tax laws or
regulations governing REITs 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.
Certain provisions of Maryland Law, of our charter, and of our bylaws contain provisions that may inhibit potential acquisition
bids that stockholders may consider favorable, and the market price of our capital stock may be lower as a result. * There are
ownership limits and restrictions on transferability and ownership in our charter. To qualify as a REIT, not more than 50 % of
the value of our outstanding stock may be owned, directly or constructively, by five or fewer individuals during the second half




of any calendar year. To assist us in satisfying this test, among other things, our charter generally prohibits any person or entity
from beneficially or constructively owning more than 9. 8 % in value or number of shares, whichever is more restrictive, of any
class or series of our outstanding capital stock. This restriction may discourage a tender offer or other transactions or a change in
the composition of our Board of Directors or control that might involve a premium price for our shares or otherwise be in the
best interests of our stockholders and any shares issued or transferred in violation of such restrictions being automatically
transferred to a trust for a charitable beneficiary, thereby resulting in a forfeiture of the additional shares. ¢« Our charter permits
our Board of Directors to issue stock with terms that may discourage a third party from acquiring us. Our charter permits our
Board of Directors to amend the charter without stockholder approval to increase the total number of authorized shares of stock
or the number of shares of any class or series and to issue common or preferred stock, having preferences, conversion or other
rights, voting powers, restrictions, limitations as to dividends or other distributions, qualifications, and terms or conditions of
redemption as determined by our Board of Directors. Thus, our Board of Directors could authorize the issuance of stock with
terms and conditions that could have the effect of discouraging a takeover or other transaction in which holders of some or a
majority of our shares might receive a premium for their shares over the then- prevailing market price of our shares. « Maryland
Control Share Acquisition Act. Maryland law provides that holders of * * control shares’’ of our company (defined as voting
shares of stock which, when aggregated with all other shares controlled by the acquiring stockholder, entitle the stockholder 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 “ control shares ’) have no voting rights except to the extent
approved by our stockholders by the affirmative vote of at least two- thirds of all the votes entitled to be cast on the matter,
excluding all interested shares. Our bylaws provide that we are not subject to the “ control share  provisions of Maryland law.
Our Board of Directors, however, may elect to make the *“ control share ™ statute applicable to us at any time and may do so
without stockholder approval. « Business Combinations. We are subject to the “ business combination ” provisions of Maryland
law that, subject to limitations, prohibit certain business combinations (including a merger, consolidation, share exchange, or, in
circumstances specified in the statute, an asset transfer or issuance or reclassification of equity securities) between us and an “
interested stockholder ” (defined generally as any person who beneficially owns 10 % or more of our then outstanding voting
capital stock or an affiliate or associate of ours who, at any time within the two - year period before the date in question, was the
beneficial owner of 10 % or more of our then outstanding voting capital stock) or an affiliate thereof for five years after the most
recent date on which the stockholder becomes an interested stockholder. After the five - year prohibition, any business
combination between us and an interested stockholder generally must be recommended by our Board of Directors and approved
by the affirmative vote of at least (i) 80 % of the votes entitled to be cast by holders of outstanding shares of our voting capital
stock and (ii) two - thirds of the votes entitled to be cast by holders of voting capital stock of the corporation other than shares
held by the interested stockholder with whom or with whose affiliate the business combination is to be effected or held by an
affiliate or associate of the interested stockholder. These super - majority voting requirements do not apply if our common
stockholders receive a minimum price, as defined under Maryland law, for their shares in the form of cash or other consideration
in the same form as previously paid by the interested stockholder for its shares. These provisions of Maryland law also do not
apply to business combinations that are approved or exempted by a Board of Directors before the time that the interested
stockholder becomes an interested stockholder. Pursuant to the statute, our Board of Directors has by resolution exempted
business combinations 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). « Unsolicited
Takeovers: The “ unsolicited takeover ” provisions of Maryland law, permit our Board of Directors, without stockholder
approval and regardless of what is currently provided in our charter or bylaws, to elect to be subject to any or all of five
provisions, including a classified board, a two- thirds vote requirement for removing a director, a requirement that the number of
directors be fixed only by vote of the directors, a requirement that a vacancy on the board be filled only by the remaining
directors and for the remainder of the full term of the class of directors in which the vacancy occurred, and majority requirement
for the calling of a special meeting of stockholders. In addition, through provisions in our charter and Bylaws unrelated to this
statute, we (i) require, unless called by the chairman of our Board of Directors, our chief executive officer, our president or our
Board of Directors, the request of stockholders entitled to cast not less than a majority of all the votes entitled to be cast at the
meeting to call a special meeting of stockholders, (ii) require that the number of directors be fixed only by our Board of
Directors, (iii) have a classified board and (iv) have a two- thirds vote requirement for the removal of a director. We have elected
in our charter to be subject to the provision whereby any vacancy on the board is filled only by a vote of the remaining directors
(whether or not they constitute a quorum) for the remainder of the full term of the directorship in which the vacancy occurred
and until a successor is duly elected and qualifies. These provisions may have the effect of inhibiting a third party from making
an acquisition proposal for us or of delaying, deferring, or preventing a change in control of us under the circumstances that
otherwise could provide the holders of shares of common stock with the opportunity to realize a premium over the then current
market price. ¢ Classified Board. Our Board of Directors is divided into three classes of directors. Directors of each class are
chosen for terms expiring at the annual meeting of stockholders held in the third year following the year of their election, and
each year one class of directors is elected by the stockholders. The staggered terms of our directors may reduce the possibility of
a tender offer or an attempt at a change in control, even though a tender offer or change in control might 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 stockholders’ recourse in the event of actions not in their best interests. Our charter limits the
liability of our directors and officers to us and our stockholders for money damages, except for liability resulting from: ¢ actual
receipt of an improper benefit or profit in money, property or services; or * a final judgment based upon a finding of active and
deliberate dishonesty by the director or officer that was material to the cause of action adjudicated for which Maryland law
prohibits such exemption from liability. In addition, our charter authorizes us to obligate our company to indemnify our present



and former directors and officers for actions taken by them in those capacities to the maximum extent permitted by Maryland
law. Our bylaws require us to indemnify each present or former director or officer, 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 because of his or
her service to us. The market price and trading volume of shares of our capital stock may be volatile. The market price of shares
of our capital stock, including our common and preferred stock, may be highly volatile and could be subject to wide
fluctuations. A variety of factors may influence the price of our common and preferred stock in the public trading markets. For
example, some investors may perceive REITs as yield- driven investments and compare the annual yield from dividends by
REITs with yields on various other types of financial instruments. An increase in market interest rates may lead purchasers of
stock to seek a higher annual dividend rate from other investments, which could adversely affect the market price of the stock.
Also, the trading volume in shares of our capital stock may fluctuate and cause significant price variations to occur. We cannot
assure you that the market price of shares of our capital 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 shares of
common and preferred stock include those set forth in this Item 1A. “ Risk Factors ” section. Under Maryland law, no
distributions on stock may be made if, after giving effect to the distribution, (i) the corporation would not be able to pay the
indebtedness of the corporation as such indebtedness becomes due in the usual course of business or (ii) except in certain limited
circumstances when distributions are made from net earnings, the corporation’ s total assets would be less than the sum of the
corporation’ s total liabilities plus, unless the charter provides otherwise (which our charter does, with respect to any outstanding
series of preferred stock), the amount that would be needed, if the corporation were to be dissolved at the time of the
distribution, to satisfy the preferential rights upon dissolution of stockholders whose preferential rights on dissolution are
superior to those receiving the distribution. There can be no guarantee that we will have sufficient cash to pay dividends on any
series of our capital stock. Our ability to pay dividends may be impaired if any of the risks described in this Item 1A “ Risk
Factors ” section were to occur. In addition, payment of our dividends depends upon our earnings, our financial condition,
maintenance of our REIT qualification and other factors as our Board of Directors may deem relevant from time to time. The
payment of dividends may be more uncertain during disruptions in the mortgage, housing or related sectors, such as the
current elevated interest rate environment. \We cannot assure you that our business will generate sufficient cash flow from
operations or that future borrowmgs will be available to us in an amount sufficient to enable us to make dl§tllbut101’1§ on our
common stock or any series of our preferred stock. We ara : ; ;
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attempt to increase our capital resources by maklng offerlngs of debt or additional offerlngs of equ1ty or equ1ty linked
securities, including commercial paper, warrants, senior or subordinated notes and series or classes of preferred stock or
common stock. Upon liquidation, holders of our debt securities and shares of preferred stock, if any, and lenders with respect to
other borrowings will receive a distribution of our available assets before the holders of our common stock. With certain
limited exceptions related to some financing facilities, we are not required to offer any such shares to existing
shareholders on a pre- emptive basis; therefore, Additionat-additional offerings of equity securities, including securities that
may be converted into or exchanged for equity securities, may dilute the holdings of our existing stockholders or reduce the
market price of our capital stock, or both. Preferred stock, including our Series A, Series B, Series C, and Series D Preferred
Stock, will have a preference on liquidating distributions or a preference on dividend payments or both that could limit our
ability to make a dividend distribution to the holders of our capital stock, including 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 securities eapital-steelbear the risk of our
future offerlngs reducmg the market prlce of our securltles e&pﬁa-l—sfeeleand dllutlng their steeleholdlngs in us —Fherets-arisk

y y v v ; . Changes in the amount
of dividend distributions we pay or in the tax characterlzatlon of dividend dl§tl 1but10m we pay may adversely affect the market
price of our common stock or may result in holders of our common stock being taxed on dividend distributions at a higher rate
than initially expected. Our dividend distributions are driven by a variety of factors, including our minimum dividend
distribution requirements under the REIT tax laws and our REIT taxable income as calculated for tax purposes pursuant to the
Code. We generally intend to distribute to our common shareholders at least 90 % of our REIT taxable income, although our




reported financial results for GAAP purposes may differ materially from our REIT taxable income. Our ability to pay a
dividend per common share per quarter and the dividend on each series of our preferred stock at the stated dividend rate may be
adversely affected by many factors, including the risk factors described herein. These same factors may affect our ability to pay
other future dividends. In addition, to the extent we determine that future dividends would represent a return of capital to
investors, rather than the distribution of income, we may determine to discontinue dividend payments until such time that
dividends would again represent a distribution of income. Any reduction or elimination of our payment of dividend distributions
would not only reduce the number of dividends you would receive as a holder of our common stock but could also have the
effect of reducing the market price of our common stock . Dividends payable by REITSs generally do not qualify for the
reduced tax rates available for some dividends . Qualified dividend income payable to U. S. investors that are individuals,
trusts, and estates is subject to the reduced maximum tax rate applicable to long- term capital gains. Dividends payable by
REITs, however, generally are not eligible for the reduced qualified dividend rates. For taxable years beginning before January
1, 2026, non- corporate taxpayers may deduct up to 20 % of certain pass- through business income, including “ qualified REIT
dividends ” (generally, dividends received by a REIT shareholder that are not designated as capital gain dividends or qualified
dividend income), subject to certain limitations. Although the reduced U. S. federal income tax rate applicable to qualified
dividend income does not adversely affect the taxation of REITs or dividends payable by REITs, the more favorable rates
applicable to regular corporate qualified dividends and the reduced corporate tax rate could cause certain non- corporate
investors 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 cannot
guarantee that any share repurchase program will be fully consummated or will enhance long- term stockholder value, and share
repurchases could increase the volatility of our stock prices and could diminish our cash reserves. We may engage in share
repurchases of our common stock and preferred stock from time to time in accordance with authorizations from the Board of
Directors. Our repurchase program does not have an expiration date and does not obligate us to repurchase any specific dollar
amount or to acquire any specific number of shares. Further, our share repurchases could affect our share trading prices, increase
their volatility, reduce our cash reserves and may be suspended or terminated at any time, which may result in a decrease in the
trading prices of our stock. Holders of our preferred stock have limited voting rights. The voting rights of holders of any series of
our outstanding preferred stock are limited. Our common stock is the only class of our securities that currently carries full
voting rights. Holders of any series of our preferred stock may vote only (i) to elect, voting together as a single class, with
holders of parity stock having similar voting rights two additional directors to our Board of Directors if six full quarterly
dividends (whether or not consecutive) payable on any series of our preferred stock are in arrears, (ii) on amendments to our
charter, including the articles supplementary designating any series of our outstanding preferred stock, that materially and
adversely affect the rights of the holders of such series or (iii) to authorize or create, or increase the authorized or issued amount
of, additional classes or series of stock ranking senior to our outstanding preferred stock. Item 1C. Cybersecurity Risk
Management and Strategy We have a risk management process and strategy in place for assessing, identifying, and
managing material risks from cybersecurity threats. Our cybersecurity risk management framework is closely aligned
with the National Institute of Standards and Technology’ s (“ NIST ) Cybersecurity Framework (“ CSF *) and is
incorporated into our enterprise risk management process, information systems, vendor engagement process and
employee training programs. We focus on people, processes and technology to build a defensive posture against
cybersecurity threats that minimizes disruption to our business while maximizing the security and resiliency of the
organization. We believe that one of the first lines of defense against cybersecurity threats is our employees. Accordingly,
we require all new employees to complete cybersecurity training. In addition, we provide quarterly cybersecurity
training to existing employees, conduct simulated phishing tests, and perform security awareness proficiency assessments
to create more effective and targeted training campaigns to strengthen the human firewall. We also require our
employees to annually re- affirm adherence to company- wide IT and related policies designed to protect our
information and communications systems. As part of our cybersecurity risk management process, we also conduct third-
party led tabletop exercises to practice and prepare to respond to a confirmed or suspected security incident and to
highlight any areas for potential improvement. We also maintain policies, procedures and governance structures
designed to help us identify, assess and respond to cybersecurity risks. We have a written cybersecurity framework that
closely aligns with the NIST’ s CSF. In addition, we maintain a cyber incident response plan to facilitate our response to
cybersecurity incidents and formed an Incident Response Team composed of the Chief Information Security Officer &
Head of IT Infrastructure (“ CISO ), the Chief Credit & Risk Officer, the Chief Legal Officer, the Head of Operations,
the Chief Compliance Officer of the RIA, the Head of Data Science, and the Associate General Counsel. The foregoing
officers also include within their working teams, non- management employees who are best positioned to identify, assess,
respond to and galvanize both internal and third- party resources necessary in the event of a cybersecurity incident. We
test the resiliency of our systems through penetration and disaster recovery tests to continually improve our business
continuity plan against an ever- changing threat landscape, create redundancies where appropriate for the protection of
the Company’ s assets, have engaged a security operations center to provide 24 / 7 monitoring of our environment to
detect and respond to suspicious activities in the network, and have cybersecurity insurance. We periodically perform an
independent third- party cybersecurity maturity assessment of our systems, policies and procedures focused on the
NIST’ s CSF and the SEC' s Office of Compliance Inspections and Examinations cybersecurity guidance. We have also
implemented controls designed to identify and mitigate cybersecurity threats associated with our use of third- party
service providers, including requiring key service providers to provide evidence that their systems meet appropriate
cybersecurity requirements. We collaborate with service providers to help assess the sufficiency of their cybersecurity
measures and require service providers to notify us promptly of cyber incidents that may affect our systems or data.



Lastly, we use technology to minimize our exposure to cybersecurity vulnerabilities and promote a safe information and
communications systems environment. We avail ourselves of third- party technologies and tools, including tools provided
by the Cybersecurity and Infrastructure Security Agency (CISA), other government agencies and third- party
cybersecurity experts. In December 2024, we completed the Palisades Acquisition and have aligned all new employees
acquired through such acquisition with our cybersecurity training and governance framework, including the Incident
Response Team, which now includes legacy Palisades employees. We are conducting comprehensive risk assessments to
identify additional steps that may be necessary to fully align the legacy Palisades information systems and cyber security
practices with our systems and practices. To date, no risks from cybersecurity threats, including those resulting from
any previous cybersecurity incidents, have materially affected us, or, to our knowledge are reasonably likely to
materially affect us including our business strategy, results of operations or financial condition. For further discussion,
please see the risk factor titled “ We are dependent on information technology and systems, including those of third
parties, and their failure, including through a cyber- attack, could significantly disrupt our business or result in the
disclosure or misuse of confidential or other information, including personal information, which could damage our
reputation, result in regulatory sanctions, subject us to litigation and / or increase our costs and cause losses that have a
material adverse impact on our business, financial results and financial condition ” in Item 1A. “ Risk Factors ” in this
Annual Report on Form 10- K. Governance Our Board of Directors, in coordination with the Audit Committee and the
Risk Committee, oversees management of cybersecurity risk. They receive regular reports from senior management and
our CISO on, among other things, the threat landscape, the Company’ s cybersecurity program, infrastructure
improvements, cybersecurity incident investigations and information security vulnerabilities. The Audit Committee
focuses on cybersecurity risk, particularly as it relates to enterprise risk management within the audit and financial
reporting process, while the Risk Committee focuses on cybersecurity risk within the Company’ s overall business risk
profile. Refer to Item 7A," Quantitative or Qualitative Disclosures about Market Risk- Risk Management" included in
this 2024 Form 10- K for additional information on our enterprise risk management. The Company’ s CISO has a
Bachelor of Engineering degree in information technology and more than 25 years of experience in the information
technology space, including extensive experience leading our internal IT infrastructure and cybersecurity team. The
CISO receives regular updates on cybersecurity matters from his internal IT infrastructure and cybersecurity team as
well as outside vendors and advisors that we have engaged. Employees outside of the IT infrastructure and cybersecurity
team also elevate any potential cybersecurity issues, whether internal or at a third party with whom we do business, to
the CISO. The Incident Response Team and the non- management employees who support the Incident Response Team
identify, assess, respond to and coordinate both internal and third- party resources in the event of a cybersecurity
incident. In the event of a potentially material cybersecurity event, all members of the Incident Response Team are
notified and a preliminary assessment of the situation is made. Designated individuals within the Incident Response
Team notify the Chief Executive Officer, and if the situation so warrants, the Board of Directors, cybersecurity experts,
outside counsel and other advisors to help further assess and formulate an appropriate response to the situation and
regulatory and other government authorities as applicable and as required by law. Item 2. Properties



