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Summary of Risk Factors Risks Related Fo-to our CLO Investments and CLO Investment Activities ¢ Our Bustness
investments in CLO securities, particularly in mezzanine debt and equity tranches, are highly subordinated and exposed
to first loss in the capital structure. These tranches are subject to the risk of total or partial write- downs in the event that
underlying collateral defaults increase or deal performance deteriorates. CLO equity tranches may experience complete
loss of value if coverage tests are breached or excess interest is materially reduced. * CLOs are backed by pools of
corporate loans, which are typically below investment grade and may be unsecured or second- lien in nature. Borrowers
of these loans are often highly leveraged and more sensitive to rising interest rates, inflation, or recessionary conditions.
Defaults, covenant breaches, or restructurings among these borrowers could significantly impair CLO cash flows and
valuations, especially in mezzanine and equity tranches. * The federal-eonservatorship-CLOs in which we invest may
include exposure to middle- market loans, which are generally issued by smaller, less capitalized companies with limited
financial flexibility and access to capital markets. These borrowers may be particularly vulnerable to economic
downturns or industry- specific stress, and loans to these companies tend to be less liquid and more volatile than broadly
syndicated loans. « Many of the loans held in CLO portfolios are covenant- lite, meaning they lack traditional
maintenance covenants. This limits the ability of CLO managers and lenders to intervene early when a borrower’ s
credit quality deteriorates, increasing the risk of sudden or severe losses. * CLO equity and mezzanine debt tranches rely
on the generation of excess spread, which may be adversely affected by mismatches in interest rate terms between
underlying floating rate assets and liabilities, the presence of interest rate floors, or fixed- rate collateral. Rising rates
may also reduce the cushion between CLO tranche coupons and asset yields, compressing returns and impairing equity
cash flows. « We are dependent on the collateral managers of the CLOs in which we invest. These managers are
unaffiliated with us and may have interests that diverge from ours. CLO documentation often limits our ability to
influence or remove a manager, even in cases of underperformance. CLO managers may be incentivized to maximize
management fees rather than equity returns, and their investment decisions, including loan selection, trading activity,
and reinvestment, may adversely affect deal performance. * CLOs are highly structured and complex vehicles. Each
transaction is governed by a series of tests, including overcollateralization and interest coverage thresholds, which, if
breached, can redirect cash flows away from the mezzanine and equity tranches to pay more senior classes. CLOs with
excess exposure to CCC- rated assets or defaulted loans are at greater risk of breaching these tests, potentially resulting
in extended periods of cash flow diversion and impaired valuations. * We generally do not have direct access to the
underlying loan obligors, and our rights as CLO debt or equity investors are limited by the governing indentures. In the
event of borrower default or CLO liquidation, recoveries may be minimal or nonexistent, particularly for junior
tranches. Bankruptcy courts may also disallow or recharacterize CLO claims, further limiting recoveries. * CLO
securities are subject to limited liquidity and infrequent trading. Market disruptions or reduced investor demand may
impair our ability to sell positions at expected prices, or at all. Valuations for CLO securities can be volatile and may
diverge from underlying fundamentals, especially during periods of broader credit market stress. * We may also invest
in CLO warehouse facilities, which involve leveraging our capital during the accumulation phase prior to a CLO' s
issuance. If a CLO is not successfully priced and closed, or if market conditions deteriorate during the warehousing
period, we may be forced to absorb losses on accumulated assets or experience significant mark- to- market volatility. *
Many of the CLOs in which we invest are domiciled outside of the U. S. or include non- U. S. borrowers, creating
potential legal, regulatory, currency, and tax exposure. These CLOs may also be subject to withholding requirements or
limitations on enforcement of creditor rights in certain jurisdictions. Risks Related to our Agency RMBS Investments
and Agency RMBS Investment Act1v1t1es . Regulatory changes affectlng Fannie Mac and— Fredc lc Mac and—rel-ated—efferts—

and—t-he—U—S—Gevefnment—mul( mater 1.111\ adversel—y—a-ffeet—lmpact mortgage market hquldlty and valuations. Any changes
in thelr government backmg, capltal requlrements, ot or underwrltmg guldehnes busrness—ﬁ-naﬁetal-eeﬁd-rt-ren—&né

d1srupt the market for Agency RMBS e tOR-aNC fewlts—lmpact the
pricing of eperations;and-our mortgage- related assets abﬁtﬁy—te—paydﬁ‘tdeﬁds—te-ewes-harehe-lders— Prepayment behavior
can meaningfully affect the yield and performance of Agency RMBS. Volatility in interest rates , housing turnover,
borrower refinancing, and servicing practices can eh&nge—all impact prepayment speeds , adversely—a—ffeet—ﬂag—potentially
resulting in the perfermanee-accelerated amortization of premiums ot or assets-reduced interest income . « Interest rate
mismatches between our fixed- rate assets and eufvarlable- rate bOllO\\ Ings , as well as r1s1ngﬂaay—reduee—euﬁneeme—d-urrng
peﬂeds—e-feh-&ﬂ-g-ﬁ‘kg—mlclul rates, can compress & S t-- OF even

eliminate &s ee-our net

interest margin dur'rng—perieds—e-f—ﬁsmg— reduce asset Values, and materlally adversely 1mpact e-rour hngh—mferest—ra-tes

business, financial condition, and ablhty to pay d1v1dends Government actlons, 1nclud1ng Federal Reserve policy shifts

eoncerns-future leglslatlve or regulatory changes, may adversel—y—negatlvely aliccl 1ln performance and value of the-our



assets , potentially resulting in whieh-we-investlower returns and reduced cash avallable for d1v1dends General Rlsks
Related to our Investments and Investment Activities ° a 3 b cHov S
geﬂefa-Hy—h&'v‘e—greater—Due dlllgence conducted by our Manager may be hmlted or may fall to uncover all materlal 11sks or

afd RO i ssets-, which could -lead—te—result in losxu and materlally adversely
1mpact our busmess, ﬁnanclal condltlon, and ablhty to pay dividends . <+ We 1clv heav1ly on models me-rtg&ge—semeers—te
serviee-effeetively;ineladingloss-mitigationefforts;-and third- party data we-alse-m Sap rtossmitigatien
efforts-withrrespeet-to evaluate whole-mertgagetoans-and tean-peols-manage mvestments These models 1ncorporate
assumptions that swe-may prove to purehase-and-sueh-lossmitigation-efforts-may-be unsweeessful-incorrect, particularly

during periods of volatility or when market conditions deviate from historical norms. * Asset valuations are inherently
subjective or-for neteosteffeetive-many of our holdings and may differ materially from observable market prices .
Differences in methodology among dealers, pricing services, and internal estimates can result in inconsistent valuations,
which directly impact our reported financial results and fee calculatlons Rlsks Related to our Fi mancmg, Hedgmg and
Derivative Activities * We use leverage to enhance returns may 0 d
patttes—, as-but this approach increases the magnitude of potential losses durmg adverse market COIIdlthIlS Rising
interest rates or liquidity constraints could limit our ability to obtain financing on favorable terms, forcing us to weh-sell

asrelated-delays-in-the-foreelosure-proeess-assets at inopportune times or reduce our investment activity . - Our access to
financing depends SeHers-of the-mortgage-loans-that underte-the-nem— on —Ageney RMBS-the creditworthiness of our

collateral and the willingness of lenders to provide credit. Disruptions in whieh-we-capital markets or changes in repo
financing terms could restrict our ability to fund investments, subject us to margin calls, or force deleveraging at
unfavorable prices. « Hedging strategies, including interest rate swaps and other derivatives, may not fully protect us
from market fluctuations. These instruments carry counterparty risk, and regulatory changes could impact their
availability, cost, or effectiveness, potentially i mcreasmg our exposure to mterest rate and credit risk. Other Business
Risks * We may change our investinvestment mayb 6 strategy, investment

guldehnes, hedgmg strategy, and asset allocatlon, operatlonal and management pohcles at any time w1thout shareholder

We—m&y—be—reqtured-te—repufehase—sueh—leaﬂs-erour busmess model tndemﬂffyhpurehasefs-l%we—bfeaelrrepreseﬁtaﬁeﬂs—and
w&rr&nt—res—future dlstrlbutlons * We eeu-ld—be—subjeet—te—l-t&b-rl-rt-y—operate ina competltlve market or peteﬁt-raldv-re-lat-reﬂs-e-f

b S peta targeted assets Competltlon for attractlve mvestment
opportumtles may hmlt our dbllll\ to pay—dr'v‘tdeﬁds—te-deploy capltal efﬁc1ently ot or generate expected returns

highly-dependent-on Ellnwum s -rn-feﬂﬁat-ieﬁ—s—ystems—and -t-hese—e-f—l hird- pam service providers ’ 1nformatlon systems
ineluding-mortgage-servieers;-and any cyber- attacks, system failures , or breaches, including those involving AI- generated
outputs, could signifteantly-disrupt operations eur-business-, whiteh-eotild-compromise sensitive data, and materially
adversely affect our business, financial condition and-results-efoperations-, and eur-ability to pay dividends te-eurshareholders-.

* Our-aceess-A lack of liquidity in our assets, including certain corporate debt, equity investments, and CLOs, could
make it difficult to sell holdings, accurately value our portfolio, or secure financing seurees-maynotbe-avatable-on

-favefab-le—tefms— whlch may be—l-nﬂrted-negatlvely 1mpact or-our eempletely—shttt—e-f%a—nd—etu*leﬂdefs—&nd-derwatwe




to our Relationship with our Mdna(ru and Ellm(*lon . W are dcpcn(lcnl on Elllngton euﬁM&ﬂ&ger—and eerta-m—lts personnel for
1nvestment management The loss of key )uxonnel of Eltington-that-are-provided-to-us-through-our— or Managerand-maynot

s-termination the-of our management agreement could materially impact
operatlons and financial performance efsueh—key—pefsennel-&re—ne—leﬂger—a-waﬁ&ble—te—us— * There are potential conflicts of
interest inherent in our retationships-with-eur-structure. Our Manager earns fees based on our net assets and EHington
performance , which eeuldresult-inrmay incentivize greater leverage, increased risk- taking, or asset selection deccisions
that are-prioritize near- term income. Our Manager and Ellington may also allocate investment opportunities among
multiple clients, and we may not in-the-best-be allocated our desired share of certain assets.  Our Manager and Ellington
manage multiple investment accounts, which may create conflicts of interests— interest of-ourshareholders-in allocating
investment opportunities and resources . Risks Related to ©ur-our Common Shares  Our ability to pay sharcholders-may
notreeetve-dividends depends on er-our earnings, liquidity, and access to financing. Market conditions, regulatory
changes, or investment losses could impair our ability to maintain our current dividend level, or to pay dividends at all
may-netgrow-overtime-. * An-inereaseirThe assets we acquire may be highly speculative and aggressive and may be
subject to a variety of risks, including credit risk, prepayment risk, interest rates— rate may-haverisk, and market risk.

As a result, an 1nvestment in advefse—effeet—eﬁ—t-he—market-pﬂee—e-ﬁou1 common shares may not be su1table for 1nvest0rs with

tolerance . Rlsks Related to Gu%our 1ganualmn and SllLlLlulL M&rﬁ-teﬁ&ﬁee—e-feuﬁexel-usteﬂ—We rely on exemptlons from
registratiorras-an-investmentcompany-under-the 1940 Investment-Company-Act impesessignifieanthimitations-on-our
eperations-. [ we were required to register as an 111\ estment wmpdnv tlﬂelei“t-he—l-ﬂvestfneﬂt—eefﬂ-paﬂyﬂ*et— we would be subject
to significant regulatory limitations that the € § b ch-wotld-could require
us—te—make—mateﬂa-l-chanccs to our structure, leverage, and operatlons strategy—#he—emers%n-p—lmrts—m—etu*deel&r&&o&ef
stmay-diseotrag s~ * Our organizational
e d b 7 A storts-of-Maryland law eoutd
inhibit-a-contain provisions that may dlscourage or prevent takeover attempts or eh&ﬂge-changes inewr-control. ~Our
These include limits on removal of trustees, authorized blank- check butunissted-eommen-and-preferred shares , and
restrictions under the may-prevent-achange-inoureontrol—-Ourrights-Rights and-the-rights-ef Agreement des1gned to
protect tax attributes. Risks Related to our Intention to Convert to a Registered Closed- End Fund / RIC - We intend to
convert to a registered closed- end investment company and elect to be taxed as a regulated investment company. This
conversion is subject to various conditions, including sharcholders— shareholder to-take-aetion-againstand regulatory
approvals, and may not be completed as planned Delays ot or failure to complete the conversion trustees-and-offieers-or
whieh-could l-rmrt—affectyetu& our strategy, tax position, and investor
G § s~ U. S. Federal Income Tax Risks « We
revoked Yot our TﬂVeSﬂ‘ﬁeﬁ-t—REIT status effectlve January 1, 2024 and now operate has-— as vartoust-a C corporation
. If we S—federal;state;-andJoealineome-taxrisks—Our-fatlure—- failed to qualify as a REIT in prior years, we woutd-could
be subject to additional tax liabilities. We have elected to mark certain securities to market under Section 475 (f), which
may accelerate taxable income or generate phantom income not matched by cash flows. « We have significant net
operating loss carryforwards, but our ability to use them may be limited by changes in ownership under Section 382 of
the Code or by the taxable income we generate in future years. Our CLO investments may also create tax liabilities
through U. S. trade or business exposure or foreign withholding. General Risk Factors « We may be adversely affected
by legal, regulatory, tax, and policy changes, including those related to global trade, systemic financial risk, climate

expectatlons ee




change, or financial markets. We may also face legal proceedings, regulatory inquiries, or other contingent liabilities. ¢
We rely on Ellington' s technology 1nfrastructure and th1rd- party vendors. Cybersecurlty threats, system outages, and

RE{qlrequﬁemeﬁtSﬁay—}nﬂreetneabﬁtﬁhllablllty , Or damage f f f 6
subjeetto-U—S—federal-ineome-tax-or-our thhhe-}dmg—reqﬁrreﬂaeﬂts-reputatlon. The 1ncreas1ng use of Al and other emerglng
technologies also introduces new operational and regulatory risks that are difficult to fully anticipate . The above list is
not exhaustive, and we face additional challenges and risks. Please carefully consider all of the information in this Report,
including the matters set forth below in this Item 1A. If any of the following risks occurs, our business, financial condition or
results of operations could be materially and adversely affected. The risks and uncertainties described below are not the only
ones we face. Additional risks and uncertainties not presently known to us, or not presently deemed material by us, may also
impair our operations and performance. In connection with the forward- looking statements that appear in our periodic reports
on Form 10- Q and Form 10- K, our Current Reports on Form 8- K, our press releases and our other written and oral
communications, you should also carefully review the cautionary statements referred to in such reports and other
communications referred to under" Specm] Note Regmdmo Forward- Lookllm Statements." We 1nvest in corporate CLOs T—he

Agency RMBS on...... that Would permit hmlted assignee hablhty for certain violations in the mortgage loan orlgmatlon

process..... futme 1mpact mvestor perceptlon ofthe nsks associated with corporate RPv‘I-B—S—et-heHea-l—est&te-—re}ated-seetrrrﬂes

other real estate- related securmes ...... CRTs Wlth a Varlety of other structures . Investments in cmporate C LO seculmes involve
Celtam risks. Corporate CLOs are generatly-securitizations that are typlcally backed by a pool of corporate loans or similar
corporate Credlt related assets that serve as colldterdl We and other investors 1n CLO securities...... more senlol tranches ofthe

consist of lo“ er- Iated first - lien Corpomte loans dlthOUUh certain C LO structures may dlSO allow for limited exposure to other
asset classes including unsecured loans, second - lien loans, or corporate bonds . To the extent that the assets underlying our
CLO investments are rated for creditworthiness by any nationally recognized statistical ratings organizations, they
generally carry lower credit ratings and certain assets may not be rated by any nationally recognized statistical ratings
organization. As a result, the assets underlying our CLO investments are considered to bear significant credit risks .
Corporate issuers of lower- rated debt securities may be highly leveraged and may not have avatable-access to themmore
traditional methods of financing. During economic downturns or sustained periods of rising interest rates, issuers of lower- rated
debt securities may be likely to experience financial stress, especially if such issuers are highly leveraged —In-, and in such
perlods sthe mdlket for lower- rated debt secuntles could be sev elely dlsrupted adv elsely dh‘ectmo the value 01‘ such securities 5

d-lﬂdeﬁds—te—etﬂksharehe}ders— The risk 01‘ loss for low er- mted debt secuntles is dlSO maoml‘led to the extent that such securities
are unsecured or subordinated to more senior creditors. Lower- rated debt securities generally have limited liquidity and limited
secondary market support. These risks are further exacerbated in the case of Seeond-second - lien loans , as are-seetred-by

-l-teﬁs-eﬁ—t-he—they ee-l-}atera-l—seet&rng—ﬂae—}ean—t-ha-t—are subordinated to &mm

loans eeﬂta-l-ﬂ-pfe’ﬁs-teﬁs—feqﬁiﬂﬂ-g-and have weaker recovery prospects in the event of borrower dlstress or default
Further, ratings downgrades on our CLO debt investments may result in our investments being viewed as riskier than
the-they refatedierrwere previously thought to be refeased-inreertainreireumstanees—. These-tenandpaymentobligation
subordination-provistons-may-materially-and-This perception of increased riskiness resulting from a downgrade can result
in adverse}y——— adverse 1mpacts a—ffeet—ﬂ&e—abﬁtﬁ#e-ﬁ&re—seeend—hen—debﬂ&o}ders—to realize-the market valuc fromseeondtien
of-arrand tssterliquidity of alean-er-our efenundertying-assetheld-by-a

CLO debt 1nvestments, as well as reduce the availability or increase the cost of financing our CLO debt investments. The

CLOs in which we invest, a—eeuﬁ-e%et-heﬁgeveﬂarﬂen-ta-l-eﬂtrty—lmly acqu1re deteﬂﬁrne—t-h&t—t-he—re}ated-e}arms—he}d—by—stleh




loans to smaller companies, or mlddle mdrket ” locms w hth may carry more inherent risks thdll loans to ldrger pubhclv traded
entities. Compared to larger companies, these middle- market companies tend to have more limited access to capital, weaker
financial positions, narrower product lines, and tend to be more vulnerable to competitors’ actions and market conditions, as

well as to general economic downturns. As a result, the securities issued by CLOs that hold significant investments in middle-
market loans are genelally conﬂdered 11%1<1er than securities 1ssued by CLOs that pllmarlly invest in broadly syndlmted loans

our CLO investments may become nonpelformmv or 1mpaned forav arlety of reasons. Nonperfonnms_ or 1mpdned loans may
require substantial workout negotiations or restructurings that may result in significant delays in repayment,a significant
reduction in the interest rate,and / or a significant write- down of the principal of the loan.A wide range of factors could
adversely affect the ability of an underlying corporate borrower to make interest or other payments on its loan.The corporate
issuers of the loans or securities underlying our CLO investments may be highly leveraged and may be subject to an increased
risk of default depending on certain micro- or macro- economic conditions,such as economic recessions,heightened interest rates
and / or inflation, tariffs, and other conditions .The risk of economic recession and declining creditworthiness of corporate
borrowers would be amplified by rising corporate default rates,tightening credit conditions,and potential credit
downgrades in leveraged loan markets.Accordingly,the subordinated and lower- rated (or unrated) CLO securities in
which we invest may experience significant price and performance volatility relative to more senior or higher- rated
CLO securities,and they are subject to greater risk of loss than more senior or higher- rated CLO securities which,if
realized,could materially adversely affect our business,financial condition and results of operations,and our ability to pay
dividends to our shareholders .Such defaults and losses,especially those in excess of the market’ s or our expectations,would
have a negative impact on the fair-value of our CLO investments,and reduce the cash flows that we receive from our CLO
investments,which could materially adversely affect our business,financial condition and results of operations,and our ability to
pay dividends to our shareholders. In-additten-In addition, if a CLO in which we invest experiences an event of default as a
result of the CLO' s failure to make a payment when due, the erosion of the CLO' s underlying collateral, or other
reasons, the CLO would be subject to the possibility of liquidation. In such cases, the risks are heightened that the
collateral underlying the CLO may not be able to be readily liquidated, or that when liquidated, the resulting proceeds
would be insufficient to redeem in full the CLO mezzanine debt and equity tranches that are the focus of our investment
strategy. CLO equity tranches often suffer a loss of all of their value in these circumstances, which could materially
adversely affect our business, financial condition and results of operations, and our ability to pay dividends to our
shareholders. Furthermore, following an event of default by a CLO, the holders of CLO mezzanine debt and equity
tranches typically have limited rights regarding decisions made with respect to the underlying collateral, with the result
that such decisions might favor the more senior tranches of the CLO. In the event of a bankruptcy or insolvency of an
issuer of a loan or of an underlying asset held by a CLO in which we invest, a court or other governmental entity may
determine that the related claims held by such CLO are not valid, or are subject to significant modification. In addition,
any payments previously received by such CLO could be subject to avoidance as a ** preference ” if made within a
certain period of time (which may be as long as one year under U. S. Federal bankruptcy law or even longer under state
laws) before insolvency. Further," covenant- lite 2" loans may comprise a significant portion of the underlying collateral of
the CLOs in which we invest. Generally, covenant- lite loans provide the obligor with more freedom to take actions that could
negatively impact their lenders because the obligor ' s covenants are incurrence- based and not maintenance- based, which
means that they are only tested and can only be breached following an affirmative action of the borrower, rather than by a
deterioration in the borrower’ s financial condition. At times, covenant- lite loans have represented a significant majority of the
syndicated corporate loan market. To the extent that the corporate CLO securities in which we invest hold covenant- lite loans,
we may have a greater risk of loss on such investments as compared to investments in CLOs holding loans with more robust
covenants. The CLOs in which we invest may also acquire interests in corporate loans indirectly, by way of participations. In a



participation, the underlying debt obligation remains with the institution that has sold sus-the participation, which typically
results in a contractual relationship only with such selling institution, and not with the corporate obligor directly. As a result, the
holder of a participation assumes the credit risk of both the obligor and the selling institution, and may only have limited rights
to influence any decisions made by the selling institution in connection with the underlying debt obligation . Qur CLO
investments are subject to risks related to the financial leverage employed by the underlying corporate borrowers. The
corporate borrowers of the underlying assets in a CLO are typically highly leveraged, and there may be few or no
restrictions on the amount of indebtedness such borrowers can incur. Substantial indebtedness adds additional risk with
respect to a borrower and could (i) limit its ability to borrow money or otherwise access funds for its working capital,
capital expenditures, debt service requirements, strategic initiatives or other purposes; (ii) require it to dedicate a
substantial portion of its cash flow from operations to the repayment of its indebtedness, thereby reducing funds
available to it for other purposes; (iii) make it more highly leveraged than some of its competitors, which may place it at
a competitive disadvantage; and / or (iv) subject it to restrictive financial and operating covenants, which may preclude
it from executing on favorable business activities or from financing future operations or other capital needs. In some
cases, proceeds of indebtedness incurred by a borrower could be paid as a dividend to its equity holders rather than
retained by the borrowers for its working capital or to pursue favorable opportunities. Highly leveraged companies are
often more sensitive to declines in revenues, increases in expenses, and adverse business, political, or financial
developments or economic factors such as a significant rise in interest rates, a severe downturn in the economy, or
deterioration in the condition of such companies or their industries. A leveraged company’ s income and net assets will
tend to increase or decrease at a greater rate than if borrowed money were not used. If an underlying borrower is
unable to generate sufficient cash flow to meet principal and / or interest payments on its indebtedness, it may be forced
to take other actions to satisfy its obligations under its indebtedness. These alternative actions may include reducing or
delaying capital expenditures, selling assets, seeking additional capital, or restructuring or refinancing indebtedness. Any
of these actions could significantly reduce the value of the related underlying asset held by the CLO, and thus the CLO
security we hold. Furthermore, if the borrower is unable to meet its scheduled debt service obligations even after taking
these actions, the borrower may be forced into liquidation, dissolution or insolvency, and the value of the related
underlying asset held by the CLO, and thus the CLO security we hold, could decline significantly or even be rendered
worthless. The CLOs in which we invest may be subject to risks associated with syndicated loans. Under the
documentation for syndicated loans, a financial institution or other entity typically is designated as the administrative
agent and / or collateral agent. This agent is granted a lien on any collateral on behalf of the other lenders and distributes
payments on the indebtedness as they are received. The agent is the party responsible for administering and enforcing
the loan and generally may take actions only in accordance with the instructions of a majority or two- thirds in
commitments and / or principal amount of the associated indebtedness. In most cases for our syndicated loan
investments, we do not expect to hold a sufficient amount of the indebtedness to be able to compel any actions by the
agent. Consequently, we would only be able to direct such actions if instructions from us were made in conjunction with
other holders of associated indebtedness that together with us compose the requisite percentage of the related
indebtedness then entitled to take action. Conversely, if holders of the required amount of the associated indebtedness
other than us desire to take certain actions, such actions may be taken even if we did not support such actions.
Furthermore, if a syndicated loan is subordinated to one or more senior loans made to the applicable obligor, our ability
to exercise such rights may be subordinated to the exercise of such rights by the senior lenders. Whenever we are unable
to direct such actions, the parties taking such actions may not have interests that are aligned with us, and the actions
taken may not be in our best interests. Furthermore, in recent years, “ priming ” transactions in the distressed debt
sector have become more common. These “ priming ” arrangements are transactions where a group of debtholders can
move collateral away from existing lenders so that it can serve as the primary source of secured assets for new money
and / or restructuring existing debt. If we were to hold distressed debt that became “ primed ” by another group of
lenders, we could lose all or a significant part of such investment. If an investment is a syndicated revolving loan or
delayed drawdown loan, other lenders may fail to satisfy their full contractual funding commitments for such loan, which
could create a breach of contract, result in a lawsuit by the obligor against the lenders and adversely affect the value of
our investment. There is a risk that a loan agent may become bankrupt or insolvent. Such an event would delay, and
possibly impair, any enforcement actions undertaken by holders of the associated indebtedness, including attempts to
realize upon the collateral securing the associated indebtedness and / or direct the agent to take actions against the
related obligor or the collateral securing the associated indebtedness and actions to realize on proceeds of payments
made by obligors that are in the possession or control of any other financial institution. In addition, we may be unable to
remove the agent in circumstances in which removal would be in our best interests. Moreover, agented loans typically
allow for the agent to resign with certain advance notice, and we may not find a replacement agent on a timely basis, or
at all, in order to protect our investment. Our investments in corporate CLOs involve certain structural risks. Most
CLOs are issued in multiple tranches, offering investors various maturity and credit risk characteristics, often
categorized as senior, mezzanine and subordinated / equity according to their relative seniority and degree of risk. If the
relevant collateral defaults or otherwise underperforms, payments to the more senior tranches of such securitizations
take precedence over those of more junior tranches, such as mezzanine debt and equity tranches, which are the focus of
our corporate CLO investment strategy. CLOs present risks similar to those of other types of credit investments,
including credit, interest rate and prepayment risks. See" — We invest in corporate CLOs, which exposes us to certain
risks associated with corporate loans. ” Even though we expect that most of our CLO mezzanine debt investments will
have floating rate coupons, these and other of our CLO investments are still exposed to interest rate risk. There can be



significant mismatches between the timing and frequency of coupon resets on the floating rate CLO debt tranches and
the underlying floating rate corporate loans, and furthermore some of the underlying corporate loans may bear fixed
coupon rates. When interest rates are low but increasing, variations between interest rate floors on the CLO debt
tranches and the underlying corporate loans can reduce the amount of excess interest available for payment to the CLO
debt and equity tranches. This reduction in excess interest could adversely impact our CLO equity cashflows and
valuations, which could materially adversely affect our business, financial condition and results of operations, and our
ability to pay dividends to our shareholders. CLOs have at times experienced negative credit events in their constituent
loans, credit rating downgrades of constituent loans and issued debt tranches, and failures of certain deal metrics. The
failure by a CLO in which we invest to satisfy certain tests, including with respect to adequate collateralization and / or
interest coverage, would generally lead to a reduction in the payments made to holders of its mezzanine debt and equity
tranches. Our investments in the primary corporate CLO market involve certain additional risks . Between the pricing
date and the closing date of a corporate CLO, the collateral manager generally purchases additional assets for the CLO. During
this period, the price and availability of these assets may be adversely affected by a number of market factors, including price
volatility and availability of investments suitable for the CLO, which could hamper the ability of the collateral manager to
acquire a portfolio of assets that will satisfy specified concentration limitations and allow the CLO to reach the target initial
principal amount of collateral prior to the effective date. An inability or delay in reaching the target initial principal amount of
collateral may adversely affect the timing and amount of payments received by the holders of CLO mezzanine debt securities
and equity securities and could result in early redemptions which could cause significant principal losses on the CLO mezzanine
debt and equity securities, which could materially adversely affect our business, financial condition and results of operations,
and our ability to pay dividends to our shareholders. We and our investments are subject to prepayment and reinvestment
risk. As part of the ordinary management of its portfolio, a CLO will typically generate cash flow from asset repayments and
sales that is reinvested into substitute assets, subject to compliance with its investment tests and certain other conditions. If the
CLO collateral manager causes the CLO to purchase substitute assets at a lower yield than those initially acquired, the excess
interest- related cash flow available for distribution to the CLO equity tranches would decline. In addition, prepayment rates of
the assets underlying a CLO are driven by a number of factors, including changing interest rates and other factors that are
beyond our control. Furthermore, in most CLO transactions, CLO debt investors are subject to the risk that the holders of a
majority of the equity tranche can direct a call or refinancing of a CLO, causing such CLO’ s outstanding CLO debt securities to
be repaid at par earlier than expected. This and other factors can cause considerable uncertainty in the average lives of the CLO
tranches in which we invest . Qur portfolio of corporate CLO investments may lack diversification, which may subject us
to a risk of significant loss if one or more of these corporate CLOs experience a high level of defaults on collateral .
Because we do not have fixed guidelines for diversification, we do not have any limitations on the ability to invest in any one
CLO, and our investments may be concentrated in relatively few CLOs, CLOs that have similar risk profiles (including by being
concentrated in a limited number of industries), CLOs where there is an overlap of underlying corporate issuers or CLOs that are
managed by the same collateral manager. The overlap of underlying corporate issuers is often more prevalent across CLOs of
the same year of origination, as well as across CLOs managed by the same asset manager or collateral manager. To the extent
that our CLO investments are fess-diversifted-more concentrated , we are susceptible to a greater risk of loss if one or more of
the CLOs in which we are invested performs poorly, or in the event a CLO collateral manager were to fail, experience the loss
of key employees or sell its business. To the extent we invest in CLOs that have a high level of overlap of underlying corporate
obligors, there is a greater likelihood of experiencing multiple defaults in our CLO portfolio . In general, to the extent that our
CLO portfolio is less diversified, we may have a greater likelihood of experiencing large overall losses , which could
materially adversely affect our business, financial condition and results of operations, and our ability to pay dividends to our
shareholders . Failure by a CLO to satisfy certain tests, including as a result of loan defaults and / or negative loan ratings
migration, may place pressure on the performance of our investments in such CLO . The failure by a CLO in which we
invest to satisfy certain tests, including with respect to adequate collateralization and / or interest coverage, would generally lead
to a reduction in the payments made to holders of its mezzanine debt and equity tranches. In a typical corporate CLO,
nonperforming assets, or performing assets rated “ CCC ” or lower (or their equivalent) in excess of applicable limits, typically
do not receive full par credit for purposes of calculation of the CLO’ s overcollateralization tests. As a result, if an asset were to
default, or an asset’ s credit rating were to decrease to a lower credit rating level, also known as" negative rating migration," it
could cause a CLO to move out of compliance with some or all of its overcollateralization tests. CLOs are also generally subject
to interest coverage tests, under each of which the interest income generated by the underlying assets is compared to the interest
owed to a given CLO tranche and all tranches more senior to it. To the extent that any overcollateralization tests or interest
coverage tests are breached, cash flows could be diverted away from the CLO mezzanine debt and equity tranches in favor of
the more senior CLO debt tranches until and unless such breaches are cured, which could materially adversely affect our
business, financial condition and results of operations, and our ability to pay dividends to our shareholders. Qurinvestmentsta
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investments involve complex documentation , and complex accounting considerations . CLOs are often governed by a
complex series of legal documents and contracts. As a result, the risk of dispute over the interpretation or enforceability of the
documentation may be higher relative to other types of investments. Further, the complex structure of a particular security may
not be fully understood at the time of investment and may produce disputes with the issuer or unexpected investment results,
which could materially adversely affect our business, financial condition and results of operations, and our ability to pay



dividends to our shareholders . The accounting calculations related to our CLO investments are complex in numerous
ways. For instance, under GAAP, we calculate our interest income — which is a component of the calculation used to
determine the performance fee payable to our Manager — based on effective yield calculations. These calculations
involve significant judgment in projecting expected cash flows. If an investment underperforms expectations, we may
accrue more interest income than we ultimately realize on such investment, and pay our Manager a higher performance
fee than we otherwise would have if different projections had been used. The risks associated with the accounting
complexities include inaccurate financial reporting, such as incorrect accruals, reserves and estimates, or the
misapplication of accounting standards. These issues could lead to the miscalculation of fees, potentially in favor of our
Manager, and could necessitate a financial restatement. Financial restatements are often costly and time- consuming,
and they may lead to regulatory scrutiny, legal proceedings, or shareholder litigation. In addition, a restatement could
result in a loss of investor confidence, which would negatively impact our reputation in the marketplace and impair our
ability to raise capital on favorable terms in the future. A financial restatement could also trigger a significant decline in
the price of our common shares, eroding shareholder value and potentially exacerbating financial and reputational
damage. These events could materially adversely affect our business, financial condition and results of operations, as
well as our ability to pay dividends to our shareholders. We are dependent on the collateral managers of the corporate
CLOs in which we invest . We invest in CLO securities issued by CLOs that are managed by collateral managers unaffiliated
with us, and we are dependent on the skill and expertise of such managers. While the actions of the CLO collateral managers
may significantly affect the return on our investments, we typically do not have any direct contractual relationship with these
collateral managers. While we also rely on these collateral managers to act in the best interests of the CLOs in which we invest,
there can be no assurance that such collateral managers will do so. Moreover, such collateral managers are subject to fiduciary
duties owed to other classes of notes besides those in which we invest, and they may have other incentives to manage the CLO
portfolios in a manner that disadvantages the particular classes of notes in which we are invested. Furthermore, since the CLO
issuer often pIO\ 1des an mdemmty to its Collatelal managet, the CLO ndnches we hold may ultlmdtely bear the bulden of any

Weu}d-ha-ve— We may only have llmlted mtormdtlon Iegmdlng the underlymg dssets held by the C LOs in which we invest, dnd
collateral managers may not identify or report issues relating to the underlying assets on a timely basis (or at all) to enable us to
take appropriate measures to manage our risks. Farther-Furthermore . rene-much of the-informationeontained-in-eertain
menthlyreportsnor-any-other—- the finanetat-information furnished to us as an investor in a corporate CLO is neither audited
and-ernor reviewed, nor is an opinion expressed, by an independent public accountant. Collateral managers are subject to
removal or replacement by other holders of CLO securities without our consent and may also voluntarily resign as collateral
manager or assign their role as collateral manager to another entity. The removal, replacement, resignation, or assignment of any
particular CLO collateral manager’ s role could adversely affect the returns on the CLO securities in which we invest, which
could materially adversely affect our business, financial condition and results of operations, and our ability to pay dividends to
our shareholders . Our CLO investments often have limited liquidity . We expect to focus our CLO investment activity in
mezzanine debt and equity tranches, which have less liquidity than many other securities, including as a result of lower or no
trading vekames— volume , transfer restrictions, and their bespoke nature. This illiquidity results in price volatility and can make
it more difficult to value or sell these securities if the need arises, which could require us to realize a greater loss if we are ever
required to liquidate such assets, which could materially adversely affect our business, financial condition and results of
operations, and our ability to pay dividends to our shareholders. The CLOs in which we invest incur significant operating
expenses. The CLOs in which we invest incur significant operating fees and expenses, including but not limited to collateral
management fees, administrative expenses, and other operating expenses , which are all indirectly borne by CLO investors .
As-CLO collateral management base fees, which typically range from 0. 30 % to 0. 50 % of a CLO’ s total assets, are
charged on the CLO' s total assets and are usually paid from residual cash flows after interest payments to senior debt
tranches. Additional CLO operating expenses, estimated at 0. 30 % to 0. 70 %, may also apply, although the-these most
subordinated-are not routinely reported in a standardized manner. Furthermore, CLO collateral managers may also earn
incentive fees tied to equity cash flows once the equity tranche -achieves a cash- on- cash return of capital and a specified
“ hurdle ” rate. All of these fees and expenses are borne first by the CLO equity tranche typieaty-bears-due to its
subordinated position. Given that the primary-burden-CLO equity tranche represents only a fraction of the value of the
entire CLO, these fees and expenses ralthough-sueh-expenses-ean-alse-be-borne-by-are greatly magnified when expressed as
a percentage of the value of the CLO equity tranche. Both types of CLO tranches we invest in (equity tranches and
mezzanine debt tranches te-) bear these expenses, with the equity tranche — being the most subordinated — usually
shouldering these costs. To the extent that the CLO equity tranche has suffered or will suaffers— suffer a total principal loss ,
mezzanine debt tranches will then effectively bear these fees and expenses. In addition to the collateral management fees,
administrative expenses, and other operating expenses accrued in a CLO, we will also remain obligated to pay the Base
Management Fee and the Performance Fee to our Manager. Therefore, each shareholder bears his or her share of the
Base Management Fee and the Performance Fee of our Manager as well as indirectly bearing the ratable share of the
collateral management fees, administrative expenses, and other operating expenses of a CLO. We and our corporate
CLO investments are subject to risks associated with non- U. S. investing, including in some cases foreign currency risk .
While we invest primarily in CLOs that hold underlying U. S. assets, we may also invest in corporate CLOs that hold non- U. S.
assets, and we expect that many of the CLO issuers in which we invest will be domiciled outside the United States. Investing
directly or indirectly in non- U. S. issuers may expose us to additional risks, including political and social instability,



expropriation, imposition of foreign taxes, less developed bankruptcy laws, difficulty in enforcing contractual obligations, lack
of uniform accounting and auditing standards, currency fluctuations and greater price volatility. Further, we, and the CLOs in
which we invest, may have difficulty enforcing creditor’ s rights in foreign jurisdictions. A portion of our CLO investments (and
the income and gains received by us in respect of such investments) may be denominated in currencies other than the U. S.
dolldr Acuordms_ly, Chanées in forel,(an culrency exchange rates mdy mdtendlly adv ersely dﬁect the value of these investments.
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requirements €EO-investments-without-the-eoneurrentreeeiptofeash. The CLO issuers in which we invest will generally
operate pursuant to investment guidelines intended to ensure that the CLO is not treated for U. S. federal income tax purposes as
engaged in a U. S. trade or business. If a CLO issuer fails to comply with the investment guidelines, or if the Internal Revenue
Service otherwise successfully asserts that the CLO should be treated as engaged in a U. S. trade or business, such CLO could
be subject to U. S. federal income tax, which could reduce the amount available to distribute to mezzanine debt and equity
holders in such CLO, including us. The U. S. Foreign Account Tax Compliance Act provisions of the Code impose a
withholding tax of 30 % on certain U. S. source periodic payments, including interest and dividends, to certain non- U. S.
entities, including certain non- U. S. financial institutions and investment funds, unless such non- U. S. entity complies with
certain reporting requirements regarding its U. S. account holders and its U. S. owners. Most CLOs in which we invest will be
treated as non- U. S. financial entities for this purpose, and therefore will be required to comply with these reporting
requirements to avoid the 30 % withholding. If a CLO in which we invest fails to properly comply with these reporting
requirements, certain payments received by such CLO may be subject to the 30 % withholding tax, which could reduce the
amount available to distribute to equity and mezzanine debt holders in such CLO, including us. We are subject to risks
associated with loan accumulation facilities. We may invest capital in CLO warehouse facilities, otherwise known as loan
accumulation facilities, or" LAFs." LAFs are generally short- to medium- term financing facilities provided by the
investment bank that will ultimately serve as the arranger on a CLO transaction. Utilizing equity capital provided by the
LAF investors and debt financing provided by the investment bank, LAFs acquire corporate loans and other similar
corporate credit- related assets in anticipation of ultimately collateralizing a CLO transaction. This period of
accumulating assets, often known as the'" warehouse period," typically terminates when the CLO vehicle issues various
tranches of debt and equity securities to the market, using the issuance proceeds to repay the investment bank financing.
Investments in LAFs have risks similar to those applicable to investments in CLOs, and the risk of losses is magnified as
a result of the leveraged and first- loss nature of these facilities. Further, in the event that the corporate credit assets
accumulated by a LAF are not eligible for purchase by the planned CLO, or in the event that the planned CLO is not
issued, the LAF investors may be responsible for either holding or disposing of said assets, exposing us to credit and / or
mark- to- market risk. This scenario may become more likely in times of economic distress or when the loans comprising
the collateral pool of such warehouse, even if still performing, may have declined materially in market value, and we may
suffer a loss upon the disposition of these assets. The occurrence of any of the foregoing or similar events could affect our
investments in LAFs and, consequently, could materially adversely affect our business, financial condition and results of
operations, and our ability to pay dividends to our shareholders. We may invest in corporate loans directly. In addition
to gaining exposure to corporate loans through investments in CLO securities, we may also invest in corporate loans
directly. In some cases, these loan investments may result from asset sales or in- kind distributions from CLOs in which
we have invested, but in other cases we may acquire such loans directly in the open market. To maintain-ourqualifieation
the extent we invest in corporate loans directly, we will be exposed to all of the risks associated with corporate loans that
CLOs are exposed to, as aREH-described above. See “ — We invest in corporate CLOs, which exposes us to certain
risks associated with corporate loans. ”’; “ — Our CLO investments are subject to risks related to the financial leverage
employed by the underlying corporate borrowers. ” and “ — The CLOs in which we invest may be subject to risks
associated with syndicated loans. ” If a CLO in which we invest is treated as engaged in a U. S. trade or business for U.
S. federal income tax purposes, such CLO could be subject to U. S. federal income tax on a net basis, which could affect
our operating results and cash flows. It is generally expected that the CLOs in which we invest will operate pursuant to
investment guidelines intended to avoid such CLOs being treated violations in the mortgage loan origination
process,legislation that would allow judicial modification of loan principal in the event of personal bankruptcy,or legislation
relating to the handling of escrow accounts.We cannot predict whether or in what form Congress or the various state and local
legislatures may enact legislation affecting our business or whether any such legislation will require us to change our practices
or make changes in our portfolio in the future. These changes,if required,could materially adversely affect our business,results of
operations and financial condition,and our ability to pay dividends to our shareholders,particularly if we make such changes in
response to new or amended laws,regulations or ordinances in any state where we acquire a significant portion of our mortgage
loans,or if such changes result in us being held responsible for any violations in the mortgage loan origination process.The
existing loan modification programs,together with future legislative or regulatory actions,including possible amendments to the
bankruptcy laws,which result in the modification of outstanding residential mortgage loans and / or changes in the requirements
necessary to qualify for refinancing mortgage loans with Fannie Mae,Freddie Mac,or Ginnie Mae,may adversely affect the value
of, and the returns on,our assets,w thh Could materlally qdvelsely aﬁect our busmess financial condition dnd Iesults of
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creditworthiness of governments worldwide and the stability of the global banking system.In particular,the residential mortgage
market in the U.S.has experienced a variety of difficulties and challenging economic conditions in the past,including
defaults,credit losses,and liquidity concerns.Certain commercial banks,investment banks,insurance companies,loan origination
companies and mortgage- related investment vehicles incurred extensive losses from exposure to the residential mortgage
market as a result of these difficulties and conditions. These factors ,along with the abrupt failure of more than one regional
bank in the U.S., have impacted,and may in the future impact,investor perception of the as an investment company under the
1940 Investment-Company-Act . In addition . if there is a contraction in the overall availability of financing for our
assets,including if the regulatory capital requirements imposed on our lenders change or our shareholders’ equity
decreases to levels that make us a less attractive financing counterparty,our lenders may significantly increase the cost of
the financing that they provide to us,increase the amounts of collateral they require as a condition to providing us with
financing,or even cease providing us with financing.Our lenders also have revised,and may continue to revise,their
eligibility requirements for the types of assets that they are willing to finance or the terms of such financing
arrangements,including increased haircuts and requiring additional cash collateral,based on,among other factors,the
regulatory environment and their management of actual and perceived risk,particularly with respect to assignee
liability.Moreover,the amount of financing that we receive under our financing agreements will be directly related to our
lenders’ valuation of the financed assets subject to such agreements. Typically,the master repurchase agreements that govern
our borrowings under repurchase agreements grant the lender the right to reevaluate the fair market value of the financed assets
subject to such repurchase agreements at any time.If a lender determines that the net decrease in the value of the portfolio of
financed assets is greater in magnitude than any applicable threshold,it will generally initiate a margin call.In such cases,a
lender' s valuations of the financed assets may be different than the values that we ascribe to these assets and may be influenced
by recent asset sales at distressed levels by forced sellers.A valid margin call requires us to transfer cash or additional qualifying
collateral to a lender or to repay a portion of the outstanding borrowings.If we were to dispute the validity of a margin call from
a lender under one of our repo agreements and refuse to deliver margin collateral as a result,a lender could still send us a notice
of default.In this situation,such lender will have possession of the financed assets,and might still decide to exercise its
contractual remedies,despite the margin dispute.In the event of our default,our lenders or derivative counterparties can
accelerate our indebtedness,terminate our derivative contracts (potentially on unfavorable terms requiring additional
payments,including additional fees and costs),increase our borrowing rates,liquidate our collateral,and terminate our ability to
borrow.In certain cases,a default on one repo agreement or derivative agreement (whether caused by a failure to satisfy margin
calls or another event of default) can trigger" cross defaults" on other such agreements.In addition,if the market value of our
derivative contracts with a derivative counterparty declines in value,we generally will be subject to a margin call by the
derivative counterparty.Significant margin calls and / or increased repo haircuts could have a material adverse effect on our
results of operations,financial condition,business,liquidity,and ability to make distributions to our shareholders,and could cause
the value of our common shares to decline.During March and April of 2020,we observed that many of our financing agreement
counterparties assigned lower valuations to certain of our assets,resulting in us having to pay cash to satisfy margin calls,which
were higher than historical levels.In addition,during March and April of 2020 we also experienced an increase in haircuts on
repurchase agreements that we rolled.A sufficiently deep and / or rapid increase in margin calls or haircuts would have an
adverse impact on our liquidity.Consequently,depending on market conditions at the relevant time,we may have to rely on
additional equity issuances to meet our capital and financing needs,which may be dilutive to our sharcholders,or we may have to
rely on less efficient forms of debt financing that consume a larger portion of our cash flow from operations,thereby reducing
funds available for our operations,future business opportunities,cash distributions to our shareholders,and other purposes. ¥We
eannot-There can be no assare-assurance yot-that we will have access to such equity or debt capital on favorable terms
(including,without limitation,cost and term) at the desired times,or at all, which may cause us to curtail our asset acquisition
activities and / or dispose of assets,which could materially adversely affect our business,financial condition and results of
operatlonq and our ablhty to pay dividends to our ihareholder% or in the Wor%t case,cause our 1n€01vency Hedglng agalnst Our
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qu&H—ﬁe&t—ieﬁ—&s—a—RE—I—T—aﬂd—excluﬂlon from regl%tratlon as an investment company under the 1940 Investment-Company-Act,we

may pursue various hedging strategies to seek to reduce our exposure to adverse changes in interest rates and,to a lesser
extent,credit risk.Our hedging activity is expected to vary in scope based on the level and volatility of interest rates,the types of
liabilities and assets held and other changing market conditions.Hedging may fail to protect or could adversely affect us
because,among other things:e interest rate hedging can be expensive,particularly during periods of rising and volatile interest
rates;e available interest rate hedges may not correspond directly ,or be correlated in the manner desired, with the interest rate
risk for which protection is sought;e the duration of the hedge may not match the duration of the related assets or liabilities being
hedged;* many hedges are structured as over- the- counter contracts with counterparties whose creditworthiness is not
guaranteed,raising the possibility that the hedging counterparty may default on their obligations;e to the extent that the
creditworthiness of a hedging counterparty deteriorates,it may be difficult or impossible to terminate or assign any hedging
tranqactlon% Wlth such Counterparty to another Counterparty,° te—the e*teﬁt—value of derlvatlves used for hedging transaetions-de
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earnings and our shareholders' equity ;° the value of derivatives used for hedging may be adjusted from time to time in
accordance with accounting rules to reflect changes in fair value.Downward adjustments,or" mark- to- market losses," would
reduce our earnings and our shareholders' equity;* we may fail to correctly assess the degree of correlation between the
performance of the instruments used in the hedging strategy and the performance of the assets in the portfolio being hedged;*
our Manager may fail to recalculate,re- adjust,and execute hedges in an efficient and timely manner;and ¢ the hedging
transactions may actually result in poorer overall performance for us than if we had not engaged in the hedging
transactions.Although we do not intend to operate our non- Agency RMBS investment strategy on a credit- hedged basis in
general,we may from time to time opportunistically enter into short positions using credit default swaps to protect against
adverse credit events with respect to our non- Agency RMBS, provided that our ability to do so may be limited in order to
maintain our gueatifieatton-as-a REH-and-maintain-eur-cxclusion from registration as an investment company under the 1940
Investment-Cempany-Act.For these and other reasons,our hedging activity could materially adversely affect our
business, financial condition and results of operations,our ability to pay dividends to our shareholders,and our ability to maintain
ur guatifieation-exclusion from registration as aREHF-an investment company under the 1940 Act.Hedging instruments
and other derivatives,including some credit default swaps,may not,in many cases,be traded on exchanges,or may not be
guaranteed or regulated by any U.S.or foreign governmental authority and involve risks and costs that could result in
material losses .Hedging instruments and other derivatives,including certain types of credit default swaps,involve risk because
they may not,in many cases,be traded on exchanges or cleared on a CCP (as defined below) and may not be guaranteed or
regulated by any U.S.or foreign governmental authorities.Consequently,for these instruments there may be less stringent
requirements with respect to record keeping and compliance with applicable statutory and commodity and other regulatory
requirements and,depending on the identity of the counterparty,applicable international requirements.Our Manager is not
restricted from dealing with any particular counterparty or from concentrating any or all of its transactions with one
counterparty.Furthermore,our Manager has only a limited internal credit function to evaluate the creditworthiness of its
counterparties,mainly relying on its experience with such counterparties and / or their general reputation as participants in these
markets.Under the terms of many of our hedging-derivative transaction contracts,the business failure of a hedging-derivative
counterparty with whom we enter into a hedging-derivative transaction will most likely result in a default under the agreement
governing the-hedging-arrangement.Default by a party with whom we enter into a hedging-derivative transaction may result in
losses and may force us to re- initiate similar hedges-derivative transactions with other counterparties at the then- prevailing
market levels.Generally,we will seek to reserve the right to terminate our kedging-derivative transactions upon a counterparty' s
insolvency,but absent an actual insolvency,we may not be able to terminate a hedging-derivative transaction without the
consent of the hedging-counterparty,and we may not be able to assign or otherwise dispose of a hedging-derivative transaction
to another counterparty without the consent of both the original hedging-derivative counterparty and the potential assignee.If
we terminate a hedging-derivative transaction,we may not be able to enter into a replacement contract in order to cover our
risk.There can be no assurance that a liquid secondary market will exist for hedging-derivative instruments purchased or
sold,and therefore we may be required to maintain any hedging-derivative pesition-positions until exercise or expiration,which
could materially adversely affect our business,financial condition and results of operations,and our ability to pay dividends to
our shareholders.In this regard,we may be required to hold additional cash or sell other investments in order to obtain
cash to close out derivatives to meet the liquidity demands that derivatives can create to make payments of
margin,collateral or settlement payments to counterparties.We may have to sell an investment at a disadvantageous time
or price to meet such obligations.In addition,some portion of our hedges-derivatives,including our future positions, arc



cleared through a central counterparty clearinghouse,or" CCP," which we access through a futures commission merchant,or"
FCM." If an FCM that holds our cleared derivatives account were to become insolvent,the CCP will make an effort to move our
futures and swap positions to an alternate FCM,though it is possible that no alternate FCM could be found to accept our
positions,which could result in a total cancellation of our positions in the account;in such a case,if we wished to reinstate such
hedging-derivative positions,we would have to re- initiate such positions with an alternate FCM.In the event of the insolvency
of an FCM that holds our cleared over- the- counter derivatives,the rules of the CCP require that its direct members submit bids
to take over the portfolio of the FCM,and would further require the CCP to move our existing positions and related margin to an
alternate FCMLIf this were to occur,we believe that our risk of loss would be limited to the excess equity in the account at the
insolvent FCM due to the" legally segregated,operationally commingled" treatment of client assets under the rules governing
FCMs in respect of cleared over- the- counter derivatives.In addition,in the case of both futures and cleared over- the- counter
derivatives,there could be knock- on effects of our FCM' s insolvency,such as the failure of co- customers of the FCM or other
FCMs of the same CCP.In such cases,there could be a shortfall in the funds available to the CCP due to such additional
insolvencies and / or exhaustion of the CCP' s guaranty fund that could lead to total loss of our positions in the FCM
account.Finally,we face a risk of loss (including total cancellation) of positions in the account in the event of fraud by our FCM
or other FCMs of the CCP,where ordinary course remedies would not apply. Using derivatives is also subject to operational
and legal risks.Operational risk generally refers to risk related to potential operational issues,including documentation
issues,settlement issues,systems failures,inadequate controls,and human error.Legal risk generally refers to insufficient
documentation,insufficient capacity or authority of counterparty,or the legality or enforceability of a contract. The
U.S.Commodity Futures Trading Commission,or" CFTC," and certain commodity exchanges have established limits referred to
as speculative position limits or position limits on the maximum net long or net short position which any person or group of
persons may hold or control in particular futures and options.Limits on trading in options contracts also have been established by
the various options exchanges.It is possible that trading decisions may have to be modified and that positions held may have to
be liquidated in order to avoid exceeding such limits.Such modification or liquidation,if required,could materially adversely
affect our business,financial condition and results of operations and our ability to pay dividends to our shareholders. Our use of
derivatives may expose us to counterparty risk. We have entered into tnterestrate-swaps-and-other-derivatives— derivative
transactions that have not been cleared by a CCP.If a derivative counterparty cannot perform under the terms of the derivative
contract,we would not receive payments due under that agreement,we may lose any unrealized gain associated with the
derivative,and in the case of a derivative used as a hedging instrument,the asset or liability being hedged habitity-would
cease to be hedged by such instrument.If a derivative counterparty becomes insolvent or files for bankruptcy,we may also be at
risk for any collateral we have pledged to such counterparty to secure our obligations under derivative contracts,and we may
incur significant costs in attempting to recover such collateral. We engage in short selling transactions,which may subject us to
additional risks. Many-Certain of our hedging transactions,and occasionally our investment transactions, are-may be short sales
or short positions .Short selling may involve selling securities that are not owned and typically borrowing the same securities
for delivery to the purchaser,with an obligation to repurchase the borrowed securities at a later date.Short selling allows the
investor to profit from declines in market prices to the extent such declines exceed the transaction costs and the costs of
borrowing the securities.A short sale may create the risk of an unlimited loss,in that the price of the underlying security might
theoretically increase without limit,thus increasing the cost of repurchasing the securities. There can be no assurance that
securities sold short will be available for repurchase or borrowing.Market conditions,including lower liquidity in certain
asset classes and derivatives,and increased short sale restrictions imposed by regulators during periods of financial
stress,could limit our ability to execute or maintain short positions effectively.Repurchasing securities to close out a short
position can itself cause the price of the securities to rise further,thereby exacerbating the loss,which could materially
adversely affect our business,financial condition and results of operations,and our ability to pay dividends to our
shareholders.Our investments that are denominated in foreign currencies,domiciled outside the U.S.,or that involve non-
U.S.assets are subject to risks associated with non- U.S.investing,including in some cases foreign currency risk,which
could materially adversely affect our business,financial condition and results of operations,and our ability to pay
dividends to our shareholders.Our investments that are denominated in foreign currencies subject us to foreign currency
risk arising from fluctuations in exchange rates between such foreign currencies and the U.S.dollar.While we currently
attempt to hedge the vast majority of our foreign currency exposure,we may not always choose to hedge such exposure,or
we may not be able to hedge such exposure.To the extent that we arc subjeet-exposed to variousreguirements-foreign
currency risk, changes in exchange rates of such foreign currencies to the U. S. dollar could materially adversely affect
our business, financial condition and tests-results of operations, and our ability to pay dividends to our shareholders.
Further, we also invest in CLOs that hold impesetimits-onr-non - U. S. assets, and we expect that many of the CLO issuers
in which we invest will be domiciled outside the United States. Investing directly or indirectly in non- U. S. issuers may
expose us to additional risks, including political and social instability, expropriation, imposition of foreign taxes, less
developed bankruptcy laws, difficulty in enforcing contractual obligations, lack of uniform accounting and auditing
standards, currency fluctuations and greater price volatility. Further, we, and the CLOs in which we invest, may have
difficulty enforcing creditor’ s rights in foreign jurisdictions. We may change our investment strategy —Hewever-, neither
the-bread-investment guidelines , hedging strategy, and asset allocation, operational, and management policies without
notice or shareholder consent, which could materially adversely affect our business, financial condition and results of
operations, and our ability to pay dividends to our shareholders. We may change our investment strategy, investment
guidelines, hedging strategy, and asset allocation, operational, and management policies at any time without notice to or
consent from our shareholders. As a result, the types or mix of assets, liabilities, or hedging transactions in our portfolio
may be different from,and possibly riskier than,the types or mix of assets,liabilities,and hedging transactions that we have
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REH-.Our Board of Trustees determines our investment ULlldLllllLS and our opudllonal policies,and may amend or revise our
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us to revoke or otherwise terminate our REIT LlLLllOll without the approval of our ShdthOldLl\ JAf 1t &efefm—rﬂes—determmed that
it #8-was no longer in our best interests to qualify as a REIT. Our Board of Trustees made that determination and revoked
our election to be taxed as a REIT,effective January 1,2024,and we began investing in corporate CLOs with the approval
of our Board of Trustees and without any notice or consent from our shareholders. These (and similar) changes could
materially adversely affect our business,financial condition and results of operations and our ability to pay dividends to our
shareholders.Any such change may increase our exposure to the risks described herein or expose us to new risks that are not
currently contemplated. We operate in a highly competitive market.Our prolhabililv depends,in large part,on our ability to
acquire targeted assets at favorable prices.We compete with a number of entities when acquiring our targeted assets,including
othermortgage-REIFs;-financial companies,public and private funds,commercial and investment banks and residential and
commercial finance companies.We may also compete with (i) the Federal Reserve and the U.S.Treasury to the extent they
purchase assets in our targeted asset classes and (i) companies that partner with and / or receive financing from the
U.S.Government or consumer bank deposits.Many of our competitors are substantially larger and have considerably more
favorable access to capital and other resources than we do.Furthermore,new companies with significant amounts of capital have
been formed or have raised additional capital,and may continue to be formed and raise additional capital in the future,and
these companies may have objectives that overlap with eur-ours , which may create competition for assets we wish to
acquire. Some competitors may have a lower cost of funds and access to funding sources, such as government funding,
that are not available to us. In addition, some of our competitors may have higher risk tolerances or different risk
assessments, which could allow them to consider a wider variety of assets to acquire or pay higher prices than we can.
We also may have different operating constraints from those of our competitors including, among others, (i) tax-, legal-
or accounting- driven constraints, (ii) restraints imposed on us by our attempt to comply with certain exclusions from
the definition of an" investment company' or other exemptions under the 1940 Act and (iii) restraints and additional
costs arising from our status as a public company. Furthermore, competition for assets in our targeted asset classes may
lead to the price of such assets increasing, which may further limit our ability to generate desired returns. The
competitive pressures we face could materially adversely affect our business, financial condition and results of
operations, and our ability to pay dividends to our shareholders. An increase in interest rates may cause a decrease in the
issuance volumes of certain of our targeted assets, which could adversely affect our ability to acquire targeted assets that
satisfy our investment objectives and to generate income and pay dividends. Rising interest rates generally reduce the
demand for mortgage loans due to the higher cost of borrowing. A reduction in the volume of mortgage loans originated
may affect the volume of targeted assets available to us, which could adversely affect our ability to acquire assets that
satisfy our investment objectives. If rising interest rates cause us to be unable to acquire a sufficient volume of our
targeted assets with a yield that is above our borrowing cost, our ability to satisfy our investment objectives and to
generate income and pay dividends to our shareholders may be materially and adversely affected. Lack of diversification
in the number or types of assets we acquire would increase our dependence on relatively few individual assets or asset
types. Our management objectives and policies do not place a limit on the amount of capital used to support, or the
exposure to (by any other measure), any individual asset or any group of assets with similar characteristics or risks. As a
result, our portfolio may be concentrated in a small number of assets or may be otherwise undiversified, increasing the
risk of loss and the magnitude of potential losses to us and our shareholders if one or more of these assets perform
poorly. We are highly dependent on Ellington' s information systems and those of third- party service providers, and
system failures could significantly disrupt our business, which could materially adversely affect our business, financial
condition and results of operations, and our ability to pay dividends to our shareholders. Our business is highly
dependent on Ellington' s communications and information systems and those of third- party service providers. Any
failure or interruption of Ellington' s or certain third- party service providers' systems or cyber- attacks or security
breaches of their networks or systems could cause delays or other problems in our securities trading activities, could
allow unauthorized access for purposes of misappropriating assets, stealing proprietary and confidential information,
corrupting data or causing operational disruption, or could prevent us from receiving distributions to which we are
entitled, any of which could materially adversely affect our business, financial condition and results of operations, and
our ability to pay dividends to our shareholders. Computer malware, ransomware, viruses, and computer hacking and
phishing attacks have become more prevalent in the financial services industry and may occur on Ellington' s or certain
third party service providers' systems in the future. We rely heavily on Ellington' s financial, accounting and other data
processing systems. Financial services institutions have reported breaches of their systems, some of which have been
significant, and Ellington has experienced a data breach, which was not material to its or our operations. Even with all
reasonable security efforts, not every breach can be prevented or even detected. It is possible that Ellington or certain
third- party service providers have experienced an undetected breach, and it is likely that other financial institutions
have experienced more breaches than have been detected and reported. There is no assurance that we, Ellington, or
certain of the third parties that facilitate our and Ellington' s business activities, have not or will not experience a breach.




It is difficult to determine what, if any, negative impact may directly result from any specific interruption or cyber-
attacks or security breaches of Ellington' s networks or systems (or the networks or systems of certain third parties that
facilitate our and Ellington' s business activities) or any failure to maintain performance, reliability and security of
Ellington' s or certain third- party service providers' technical infrastructure, but such computer malware, ransomware,
viruses, and computer hacking and phishing attacks could materially adversely affect our business, financial condition
and results of operations, and our ability to pay dividends to our shareholders. Additionally, operational failures or
cyber incidents relating to our third- party service providers (or their service providers) may negatively impact our
business in the future. The number and complexity of cyber- attacks continue to increase over time. While we
collaborate with third- party service providers to develop secure transmission capabilities and protect against
operational failures and cyber- attacks, we and those third parties may not have all appropriate controls in place to
protect from such failures or attacks. If a material operational failure or material breach of the information technology
systems of our third- party service providers occurs, we could be required to expend significant amounts of money, be
delayed in receiving funds (or not receive them at all) or have to expend significant time and resources to respond to
these threats or breaches, each of which could materially adversely impact our business, financial condition and results
of operations, and our ability to pay dividends to our shareholders. New technologies also continue to develop, including
tools that harness generative artificial intelligence and other machine learning techniques (collectively, «“ AI ). Al is
developing at a rapid pace and becoming more accessible. As a result, the use of such new technologies by us, Ellington,
and / or our third- party service providers can present additional known and unknown risks, including, among others,
the risk that confidential information may be stolen, misappropriated or disclosed and the risk that we, Ellington, and /
or our third- party service providers may rely on incorrect, unclear or biased outputs generated by such technologies,
any of which could have an adverse impact on us and our business. See “ — Artificial intelligence and other machine
learning techniques could increase competitive, operational, legal and regulatory risks to our business in ways that we
cannot predict. ” The lack of liquidity in our assets may materially adversely affect our business, financial condition and
results of operations, and our ability to pay dividends to our shareholders. Certain of the assets and other instruments
we acquire are not publicly traded, including certain corporate debt and equity investments. As such, these assets may
be subject to legal and other restrictions on resale, transfer, pledge or other disposition, or will otherwise be less liquid
than publicly- traded securities. Other assets that we acquire, while publicly traded, may have limited liquidity on
account of their complexity, turbulent market conditions, or other factors. In addition, CLOs from time to time have
experienced extended periods of illiquidity, including during times of financial stress (such as during the COVID- 19
pandemic), which is often the time that liquidity is most needed. Illiquid assets typically experience greater price
volatility, because a ready market does not exist, and they can be more difficult to value or sell if the need arises. In
addition, if we are required to liquidate all or a portion of our portfolio quickly, we may realize significantly less than the
value at which we have previously recorded our assets. We may also face other restrictions on our ability to liquidate any
assets for which we or our Manager has or could be attributed with material non- public information. Furthermore,
assets that are illiquid are more difficult to finance, and to the extent that we finance assets that are or become illiquid,
we may lose that financing or have it reduced. If we are unable to sell our assets at favorable prices or at all, it could
materially adversely affect our business, financial condition and results of operations, and our ability to pay dividends to
our shareholders.' Our ability to pay dividends will depend on our operating results, our financial condition and other
factors, and we may not be able to pay dividends at a fixed rate or at all under certain circumstances. Our ability to pay
dividends will depend on our earnings, our financial condition and such other factors as our Board of Trustees may
deem relevant from time to time. We will declare and pay dividends only to the extent approved by our Board of
Trustees. We are dependent on our Manager and certain key personnel of Ellington that are provided to us through our
Manager and may not find a suitable replacement if our Manager terminates the management agreement —ﬂae—RE—I—T—
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W W do not have any employees of our own. Our
officers are employees of Elluwlon or one or more 0[ its affiliates. We have no separate facilities and are completely reliant on
our Manager, which has significant discretion as to the implementation of our operating policies and execution of our business
strategies and risk management practices. We also depend on our Manager' s access to the professionals of Ellington as well as
information and deal flow generated by Ellington. The employees of Ellington identify, evaluate, negotiate, structure, close, and
monitor our portfolio. The departure of any of the senior officers of our Manager, or of a significant number of investment
professionals of Ellington or the inability of such personnel to perform their duties due to acts of God, pandemics such as the
COVID- 19 pandemic, war or other geopolitical conflict, terrorism, elevated inflation, high energy costs, social unrest, or civil
disturbances, could have a material adverse effect on our ability to achieve our objectives. We can offer no assurance that our
Manager will remain our manager or that we will continue to have access to our Manager' s senior management. We are subject




to the risk that our Manager will terminate the management agreement or that we may deem it necessary to terminate the
management agreement or prevent certain individuals from performing services for us and that no suitable replacement will be
found to manage us. Fe-There are risks and conflicts of interest associated with the base management fee we are
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shafehe}defs—eqtﬁtry—net asset value (as dehned n the maméement agreement) regardless of the perfonnance of our
portfoho. The base management fee takes into account the net issuance proceeds of both common and preferred share offerings.
Our Manager' s entitlement to non- performance- based compensation might reduce its incentive to devote the time and effort of
its professionals to seeking profitable opportunities for our portfolio, which could result in a lower performance of our portfolio
and could materially adversely affect our business, financial condition and results of operations, and our ability to pay dividends
to our shareholders. There are risks and conflicts of interests associated with the Performance Fee we are obligated to pay
our Manager. In addition to its Base Management Fee, our Manager is entitled to receive the Performance Fee based, in
large part, upon our achievement of targeted levels of Pre- Performance Fee Net Investment Income. The Performance
Fee payable to our Manager is based on our Pre- Performance Fee Net Investment Income, without considering any
realized or unrealized gains or losses on our investments. As a result, (i) for quarters in which a Performance Fee is
payable, such Performance Fee will exceed 17. 5 % of our GAAP net income if we generated net realized and unrealized
losses on our investments during such quarter, (ii) our Manager could earn a Performance Fee for fiscal quarters during
which we generate a GAAP net loss, and (iii) our Manager might be incentivized to manage our portfolio using higher
risk assets, using assets with deferred interest features, or using more financial leverage through indebtedness, to
generate more income than would be the case if there were no Performance Fee, both of which could result in higher
investment losses, especially during economic downturns. The Performance Fee is calculated quarterly, treating each
quarter in isolation. As a result, the Hurdle Amount does not accumulate from quarter to quarter, and decreases in our
Net Asset Value of Common Equity, such as those due to unrealized losses, will reduce the Hurdle Amount, potentially
making it easier for our Manager to earn a Performance Fee. We will not have the ability to claw back, delay, or adjust
the payment of any Performance Fee based on financial results in prior or subsequent quarters. In addition, over a series
of quarters, if our Pre- Performance Fee Net Investment Income is positive in some quarters but negative in others, it is
likely, when viewing the series of quarters as a whole, for the aggregate Performance Fee payable to our Manager to
exceed 17.5 % of our aggregate Pre- Performance Fee Net Investment Income. There is also a conflict of interest related
to management' s involvement in many accounting determinations (including but not limited to valuations and
calculations of interest income) that can affect our Performance Fee. Finally, because the Hurdle Rate does not float with
overall interest rates, an increase in interest rates will likely make it easier for Pre- Performance Fee Net Investment
Income to exceed the Hurdle Amount. The Performance Fee Catch- Up feature (which provides that if the Company’ s
Pre- Performance Fee Net Investment Income for a quarter exceeds the Hurdle Amount for such quarter but is less than
or equal to 121. 21 % of the Hurdle Amount, then 100 % of the portion of the Company’ s Pre- Performance Fee Net
Investment Income that exceeds the Hurdle Amount is payable to the Manager with respect to such quarter) may also
cause our Manager to capture a disproportionate share of any increase in our investment income resulting from higher
interest rates. Our Board of Trustees has approved very broad investment guidelines for our Manager and will not approve eaeh
the deeiston-decisions made by our Manager to acquire, dispose of, or otherwise manage an asset. Our Manager is authorized to
follow very broad guidelines in pursuing our strategy. While our Board of Trustees periodically reviews our guidelines and our
portfolio and asset- management decisions, including our decision to begin making CLO investments, it generally does not
review aH-ef-our proposed acquisitions, dispositions, and other management decisions. In addition, in conducting periodic
reviews, our Board of Trustees relies primarily on information provided to them by our Manager. Furthermore, our Manager
may arrange for us to use complex strategies or to enter into complex transactions that may be difficult or impossible to unwind
by the time they are reviewed by our Board of Trustees. Our Manager has great latitude within the broad guidelines in
determining the types of assets it may decide are proper for us to acquire and other decisions with respect to the management of
those assets subject to our maintaining eur-qualifieationas-aREIF-exemption from the 1940 Act . Poor decisions could
materially adversely affect our business, financial condition and results of operations, and our ability to pay dividends to our
shareholders. We compete with Ellington' s other accounts for access to Ellington and for opportunities to acquire assets.
Ellington has sponsored and / or currently manages accounts with a focus that overlaps with our investment focus, and expects
to continue to do so in the future. Ellington is not restricted in any way from sponsoring or accepting capital from new accounts,
even for investing in asset classes or strategies that are similar to, or overlapping with, our asset classes or strategies. Therefore,
we compete for access to the benefits that our relationship with our Manager and Ellington provides us. For the same reasons,
the personnel of Ellington and our Manager may be unable to dedicate a substantial portion of their time to managing our assets.
Further, to the extent that our targeted assets are also targeted assets of other Ellington accounts, we will compete with those
accounts for opportunities to acquire assets. Ellington has no duty to allocate such opportunities in a manner that preferentially
favors us. Ellington makes available to us all opportunities to acquire assets that it determines, in its reasonable and good faith
judgment, based on our objectives, policies and strategies, and other relevant factors, are appropriate for us in accordance with
Ellington' s written investment allocation policy, it being understood that we might not participate in each such opportunity, but
will enrareverattbasis-equitably participate with Ellington' s other accounts in al-such opportunities on an overall basis . Since
many of our targeted assets are typically available only in specified quantities and are also targeted assets for other Ellington
accounts, Ellington often is not able to buy as much of any asset or group of assets as would be required to satisfy the needs of
all of Ellington' s accounts. In these cases, Ellington' s investment allocation procedures and policies typically allocate such



assets to multiple accounts in proportion to their needs and available capital. As part of these policies, accounts that are in a"
start- up" or" ramp- up" phase may get allocations above their proportion of available capital, which could work to our
disadvantage, particularly because there are no limitations surrounding Ellington' s ability to create new accounts. In addition,
the policies permit departure from proportional allocations under certain circumstances, including, for example when such
allocation would result in an inefficiently small amount of the security or assets being purchased for an account, which may also
result in our not participating in certain allocations . In addition, as part of these policies, we may be excluded from specified
allocations of assets for tax, regulatory, risk management, or similar reasons. There are conflicts of interest in our
relationships with our Manager and Ellington, which could result in decisions that are not in the best interests of our
shareholders . We are subject to conflicts of interest arising out of our relationship with Ellington and our Manager. Currently,
all of our executive officers, and two of our trustees, are employees of Ellington or one or more of its affiliates. As a result, our
Manager and our officers may have conflicts between their duties to us and their duties to, and interests in, Ellington or our
Manager. For example, Mr. Penn, our President and Chief Executive Officer and one of our trustees, also serves as the President
and Chief Executive Officer of, and as a member of the Board of Directors of, Ellington Financial Inc., and Vice Chairman and
Chief Operating Officer of Ellington. Mr. Vranos, our Co- Chief Investment Officer and one of our trustees, also serves as the
Co- Chief Investment Officer of Ellington Financial Inc., and Chairman of Ellington. Mr. Tecotzky, our Co- Chief Investment
Officer, also serves as the Co- Chief Investment Officer of Ellington Financial Inc., and as Vice Chairman- Co- Head of Credit
Strategies of Ellington. Mr. Smernoff, our Chief Financial Officer, also serves as the Chief Accounting Officer of Ellington
Financial Inc. Mr. Herlihy, our Chief Operating Officer, also serves as the Chief Financial Officer of Ellington Financial Inc.,
and as a Managing Director of Ellington. We may acquire or sell assets in which Ellington or its affiliates have or may have an
interest. Similarly, Ellington or its affiliates may acquire or sell assets in which we have or may have an interest. Although such
acquisitions or dispositions may present conflicts of interest, we nonetheless may pursue and consummate such transactions.
Additionally, we may engage in transactions directly with Ellington or its affiliates, including the purchase and sale of all or a
portion of a portfolio asset. Acquisitions made for entities with similar objectives may be different from those made on our
behalf. Ellington may have economic interests in, or other relationships with, others in whose obligations or securities we may
acquire. In particular, such persons may make and / or hold an investment in securities that we acquire that may be pari passu,
senior, or junior in ranking to our interest in the securities or in which partners, security holders, officers, directors, agents, or
employees of such persons serve on boards of directors or otherwise have ongoing relationships. Each of such ownership and
other relationships may result in securities laws restrictions on transactions in such securities and otherwise create conflicts of
interest. In such instances, Ellington may, in its sole discretion, make recommendations and decisions regarding such securities
for other entities that may be the same as or different from those made with respect to such securities and may take actions (or
omit to take actions) in the context of these other economic interests or relationships the consequences of which may be adverse
to our interests. In deciding whether to issue additional debt or equity securities, we will rely in part on recommendations made
by our Manager. While such decisions are subject to the approval of our Board of Trustees, two of our trustees are also Ellington
employees. Because our Manager earns management fees that are based in part on the total amount of our equity capital, our
Manager may have an incentive to recommend that we issue additional equity securities. See below for further discussion of the
adverse impact future debt or equity offerings could have on our common shares. Future offerings of debt securities, which
would rank senior to our common shares upon liquidation, and future offerings of equity securities which would dilute the
common share holdings of our existing shareholders and may be senior to our common shares for the purposes of dividend and
liquidating distributions, may adversely affect the market price of our common shares. The officers of our Manager and its
affiliates devote as much time to us as our Manager deems appropriate; however, these officers may have conflicts in allocating
their time and services among us and Ellington and its affiliates' accounts. During turbulent conditions in the mortgage industry,
distress in the credit markets or other times when we will need focused support and assistance from our Manager and Ellington
employees, other entities that Ellington advises or manages will likewise require greater focus and attention, placing our
Manager and Ellington' s resources in high demand. In such situations, we may not receive the necessary support and assistance
we require or would otherwise receive if we were internally managed or if Ellington or its affiliates did not act as a manager for
other entities. We, directly or through Ellington, may obtain confidential information about the companies or securities in which
we have invested or may invest. If we do possess confidential information about such companies or securities, there may be
restrictions on our ability to dispose of, increase the amount of, or otherwise take action with respect to the securities of such
companies. Our Manager' s and Ellington' s management of other accounts could create a conflict of interest to the extent our
Manager or Ellington is aware of material non- public information concerning potential investment decisions. For example, an
affiliate of Ellington could participate in a loan syndicate or on a loan borrower' s creditors' committee, thereby
becoming privy to material non- public information, and potentially precluding our Manager from entering into a
transaction involving a CLO that holds the related loan. We have implemented compliance procedures and practices
designed to ensure that investment decisions are not made while in possession of material non- public information. We-eannot
assure-you;-however-However ., there can be no assurance that these procedures and practices will be effective. In addition,
this conflict and these procedures and practices may limit the freedom of our Manager to make potentially profitable
investments, which could have an adverse effect on our operations. These limitations imposed by access to confidential
information could materially adversely affect our business, financial condition and results of operations, and our ability to pay
dividends to our shareholders. The management agreement with our Manager was not negotiated on an arm' s- length basis and
may not be as favorable to us as if it had been negotiated with an unaffiliated third party and may be costly and difficult to
terminate. Our management agreement with our Manager was negotiated between related parties, and its terms, including fees
payable, may not be as favorable to us as if it had been negotiated with an unaffiliated third party. Various potential and actual
conflicts of interest may arise from the activities of Ellington and its affiliates by virtue of the fact that our Manager is



controlled by Ellington. Termination of our management agreement without cause, including termination for poor performance
or non- renewal, is subject to several conditions which may make such a termination difficult and costly. The management
agreement has a current term that expires on September24-June 25 , 2624-2025 , and will be automatically renewed for
successive one- year terms thereafter unless notice of non- renewal is delivered by either party to the other party at least 180
days prior to the expiration of the then current term. The management agreement provides that it may be terminated by us based
on performance upon the affirmative vote of at least two- thirds of our Board of Trustees, or by a vote of the holders of at least a
majority of our outstanding common shares, based either upon unsatisfactory performance by our Manager that is materially
detrimental to us or upon a determination by our independent trustees that the management fees payable to our Manager are not
fair, subject to our Manager' s right to prevent such a fee- based termination by accepting a mutually acceptable reduction of
management fees. In the event we terminate the management agreement as discussed above or elect not to renew the
management agreement, we will be required to pay our Manager a termination fee equal to 5 % of our sharehelders~eqtity-net
asset value as of the month- end preceding the date of the notice of termination or non- renewal. These provisions will increase
the effective cost to us of terminating the management agreement, thereby adversely affecting our ability to terminate our
Manager without cause. Pursuant to the management agreement, our Manager will not assume any responsibility other than to
render the services called for thereunder and will not be responsible for any action of our Board of Trustees in following or
declining to follow its-our Manager' s advice or recommendations. Under the terms of the management agreement, our
Manager, Ellington, and their affiliates and each of their officers, directors, trustees, members, shareholders, partners, managers,
investment and risk management committee members, employees, agents, successors and assigns, will not be liable to us for acts
or omissions performed in accordance with and pursuant to the management agreement, except because of acts constituting bad
faith, willful misconduct, gross negligence, fraud or reckless disregard of their duties under the management agreement. In
addition, we will indemnify our Manager, Ellington, and their affiliates and each of their officers, directors, trustees, members,
shareholders, partners, managers, investment and risk management committee members, employees, agents, successors and
assigns, with respect to all expenses, losses, damages, liabilities, demands, charges and claims arising from acts of our Manager
not constituting bad faith, willful misconduct, gross negligence, fraud or material breach or reckless disregard of duties,
performed in good faith in accordance with and pursuant to the management agreement. Our Manager' s failure to identify and
acquire assets that meet our asset criteria or perform its responsibilities under the management agreement could materially
adversely affect our business, financial condition and results of operations, our ability to pay dividends to our shareholders, and
our ability to maintain our qua-l-rﬁeat—teﬁ—as—a—RE-H“—exclusmn from the 1940 Act . Our ability to achieve our objectives depends
on our Manager' s ability to identify and acquire assets that meet our asset criteria. Accomplishing our objectives is largely a
function of our Manager' s structuring of our investment process, our access to financing on acceptable terms, and general
market conditions. Our shareholders do not have input into our investment decisions. All of these factors increase the
uncertainty, and thus the risk, of investing in our common shares. The senior management team of our Manager has substantial
responsibilities under the management agreement. In order to implement certain strategies, our Manager may need to hire, train,
supervise, and manage new employees successfully. Any failure to manage our future growth effectively could materially
adversely effect our business, financial condition and results of operations, our ability to pay dividends to our shareholders , and
our ability to maintain our gualifteattorras-aREH-exclusion from the 1940 Act . If our Manager ceases to be our Manager or
one or more of our Manager' s key personnel ceases to provide services to us, our lenders and our derivative counterparties may
cease doing business with us. If our Manager ceases to be our Manager, including upon the non- renewal of our management
agreement, or if one or more of our Manager' s key personnel cease to provide services for us, it could constitute an event of
default or early termination event under many of our repo financing and derivative hedging agreements, upon which the relevant
counterparties would have the right to terminate their agreements with us. If our Manager ceases to be our Manager for any
reason, including upon the non- renewal of our management agreement and we are unable to obtain or renew financing or enter
into or maintain derivative transactions, it could materially adversely affect our business, financial condition and results of
operations, and our ability to pay dividends to our shareholders. We do not own the Ellington brand or trademark, but may use
the brand and trademark as well as our logo pursuant to the terms of a license granted by Ellington. Ellington has licensed the"
Ellington" brand, trademark, and logo to us for so long as our Manager or another affiliate of Ellington continues to act as our
manager. We do not own the brand, trademark, or logo that we will use in our business and may be unable to protect this
intellectual property against infringement from third parties. Ellington retains the right to continue using the" Ellington" brand
and trademark. We will further be unable to preclude Ellington from licensing or transferring the ownership of the" Ellington"
brand and trademark to third parties, some of whom may compete against us. Consequently, we will be unable to prevent any
damage to goodwill that may occur as a result of the activities of Ellington or others. Furthermore, in the event our Manager or
another affiliate of Ellington ceases to act as our manager, or in the event Ellington terminates the license, we will be required to
change our name and trademark. Any of these events could disrupt our recognition in the marketplace, damage any goodwill we
may have generated, and otherwise harm our business. Finally, the license is a domestic license in the United States only and
does not give us any right to use the" Ellington" brand, trademark, and logo overseas even though we expect to use the brand,
trademark, and logo overseas. Our use of the" Ellington" brand, trademark and logo overseas wwitHs therefore be-unlicensed and
could expose us to a claim of infringement . Qur shareholders may not receive dividends or dividends may not grow over
time . The declaration, amount, nature, and payment of any future dividends on our common shares are at the sole discretion of
our Board of Trustees. Under Maryland law, cash dividends on capital stock may only be paid if, after payment, the corporation
will be able to pay its debts as they become due in the ordinary course of business; and the corporation’ s assets will be greater
than its liabilities, plus, unless the charter permits otherwise, 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 shareholders whose preferential
rights on dissolution are superior to those receiving the distribution. Further, even if we are permitted to pay a dividend under



Maryland law, we may not have sufficient cash to pay dividends on our common shares. In addition, in order to preserve our
liquidity, our Board of Trustees may not declare a dividend at all or declare all or any portion of a dividend to be payable in
stock, may delay the record date or payment date for any previously declared, but unpaid, dividend, convert a previously
declared, but unpaid, cash dividend on our common shares to a dividend paid partially or completely in common shares, or even
revoke a declared, but unpaid, dividend. Our ability to pay dividends may be impaired if any of the risks described in this
Annual Report on Form 10- K, or any of our other periodic or current reports filed with the SEC, were to occur. In addition,
payment of dividends depends upon our earnings, liquidity, financial condition, the-REFFdistributionrequirements;-our
financial covenants, and other factors that our Board of Trustees may deem relevant from time to time. We-eannet-There can be
no assure-assurance you-that our business will generate sufficient cash flow from operations or that future borrowings or other
capital will be available to us in an amount sufficient to enable us to make distributions on our common shares, to pay our
indebtedness, or to fund other liquidity needs. Our Board of Trustees will continue to assess the dividend rate on our common
shares on an ongoing basis, as market conditions and our financial position continue to evolve. Our Board of Trustees is under
no obligation to declare any dividend distribution. We-eannet-There can be no assure-assurance yeu-that we will achieve
results that will allow us to pay a specified level of dividends or to increase dividends from one period to the next. An increase
in interest rates may have an adverse effect on the market price of our common shares and our ability to pay dividends
to our shareholders. One of the factors that investors may consider in deciding whether to buy or sell our common shares is our
dividend rate (or expected future dividend rate) as a percentage of our common share price, relative to market interest rates. If
market interest rates continue to increase or do not decline from their current levels, prospective investors may demand a higher
dividend rate on our common shares or seek alternative investments paying higher dividends or interest. We-eannot-There can
be no assure-assurance you-that we will achieve results that will allow us to increase our dividend rate in response to market
interest rate increases. As a result, interest rate fluctuations and capital market conditions can affect the market price of our
common shares independent of the effects such conditions may have on our portfolio. For instance, if interest rates rise without
an increase in our dividend rate, the market price of our common shares could decrease because potential investors may require
a higher dividend yield on our common shares as market rates on interest- bearing instruments such as bonds rise. In-addition;
See also" — Risks Related to the-extent-we-have-variable-our Investments and Investment Activities — Interest ratc
mismatches between debt;-suehas-our repe-finaneing;rising-assets and our borrowings may reduce our income during
periods of changing interest rates , and would-resultinrinereased-increases in interest expense-on-this-variablerate-rates could
éebt—fhefeby—adversely a—ffeet—rng—=—— affect the value of our eash—ﬂew—aﬂd-assets." Investlng in our common shares involves a
high degree of risk = y ders-. The assets we purchase in
accordance with our objectives may result ina hlgher amount of rlsk than other alternatlve asset acquisition options. The assets
we acquire may be highly speculative and aggressive and may be subject to a variety of risks, including credit risk, prepayment
risk, interest rate risk, and market risk. As a result, an investment in our common shares may not be suitable for investors with
lower risk tolerance. Maintenance of our exclusion from registration as an investment company under the 1940 Act
imposes significant limitations on our operations. If we were required to register as an investment company under the
1940 Act, we would be subject to the restrictions imposed by the 1940 Act, which would require us to make material
changes to our strategy. We have conducted and intend to continue to conduct our operations so that neither we nor any of our
subsidiaries are required to register as an investment company under the 1940 favestment-Company-Act. Both we and our
Operating Partnership are organized as holding companies and conduct our business primarily through wholly- owned
subsidiaries of our Operating Partnership. Investments in subsidiaries that rely on the exclusions from the definition of
investment company under 3 (¢) (1) or 3 (c) (7) of the 1940 Jrvestment-Company-Act are considered investment securities for
the purposes of the 40 % Test. Therefore, our Operating Partnership' s investments in its 3 (c) (7) subsidiaries and its other
investment securities cannot exceed 40 % of the value of our Operating Partnership' s total assets (excluding U. S. government
securities and cash) on an unconsolidated basis. This requirement limits the types of businesses in which we may engage and the
assets we may hold. Certain of our Operating Partnership' s subsidiaries rely on the exclusion provided by Section 3 (c) (5) (C)
of the 1940 frvestment-Company-Act. Section 3 (¢) (5) (C) of the 1940 fnvestment-Company-Act is designed for entities"
primarily engaged in the business of purchasing or otherwise acquiring mortgages and other liens on and interests in real estate."
This exclusion generally requires that at least 55 % of the entity' s assets on an unconsolidated basis consist of qualifying real
estate assets and at least 80 % of the entity' s assets on an unconsolidated basis consist of qualifying real estate assets or real
estate- related assets. These requirements limit the assets those subsidiaries can own and the timing of sales and purchases of
those assets. To classify the assets held by our subsidiaries as qualifying real estate assets or real estate- related assets, we rely
on no- action letters and other guidance published by the SEC staff regarding those kinds of assets, as well as upon our analyses
(in consultation with outside counsel) of guidance published with respect to other types of assets. There can be no assurance that
the laws and regulations governing the 1940 Investment-Company-Act status of companies similar to ours, or the guidance from
the SEC staff regarding the treatment of assets as qualifying real estate assets or real estate- related assets, will not change in a
manner that adversely affects our operations. In fact, in August 2011, the SEC published a concept release in which it asked for
comments on this exclusion from registration. To the extent that the SEC staff provides more specific guidance regarding any of
the matters bearing upon our exclusion from the definition of an investment company under the 1940 rvestment-Company-Act,
we may be required to adjust our strategy accordingly. Any additional guidance from the SEC staff could further inhibit our
ability to pursue the strategies that we have chosen. Furthermore, although we monitor the assets of our subsidiaries regularly,
there can be no assurance that our subsidiaries will be able to maintain their exclusion from registration. Any of the foregoing
could require us to adjust our strategy, which could limit our ability to make certain investments or require us to sell assets in a
manner, at a price or at a time that we otherwise would not have chosen. This could negatively affect the value of our common
shares, the sustainability of our business model, and our ability to pay dividends to our shareholders. If we were required to




register as an investment company under the 1940 Investment-Company-Act, we would be subject to the restrictions imposed by
the 1940 Investment-Company-Act, which would require us to make material changes to our strategy that could have a
materrally adverse effect on our business, financial condition, and results of operatrons Our shareholders ability to control

rlghts with respect to our major strategies, including our strategies regarding 1nvestments financing, growth, debt capitalization,
REFFqualifieation-and distributions. Our Board of Trustees may amend or revise these and other strategies without a vote of our
shareholders . Certain provisions of Maryland law could inhibit a change in our control . Certain provisions of the
Maryland General Corporation Law, or the" MGCL," applicable to a Maryland real estate investment trust may have the effect
of inhibiting a third party from making a proposal to acquire us or of impeding a change in our control under circumstances that
otherwise could provide the holders of our common shares with the opportunity to realize a premium over the then prevailing
market price of such shares. We are subject to the" business combination" provisions of the MGCL that, subject to limitations,
prohibit certain business combinations between us and an" interested shareholder" (defined generally as any person who
beneficially owns 10 % or more of our then outstanding voting shares or an affiliate or associate of ours who, at any time within
the two- year period prior to the date in question, was the beneficial owner of 10 % or more of our then outstanding voting
shares) or an affiliate thereof for five years after the most recent date on which the shareholder becomes an interested
shareholder and, thereafter, imposes minimum price or supermajority shareholder voting requirements on these combinations.
These provisions of the MGCL do not apply, however, to business combinations that are approved or exempted by the board of
trustees of a real estate investment trust prior to the time that the interested shareholder becomes an interested shareholder.
Pursuant to the statute, our Board of Trustees has by resolution exempted business combinations between us and any other
person, provided that the business combination is first approved by our Board of Trustees, including a majority of our trustees
who are not affiliates or associates of such person. This resolution, however, may be altered or repealed in whole or in part at
any time. If this resolution is repealed, or our Board of Trustees does not otherwise approve a business combination, this statute
may discourage others from trying to acquire control of us and increase the difficulty of consummating any offer. The" control
share" provisions of the MGCL provide that holders of" control shares" of a Maryland real estate investment trust (defined as
shares which, when aggregated with all other shares controlled by the shareholder, entitle the shareholder to exercise one of
three increasing ranges of voting power in the election of trustees) acquired in a" control share acquisition" (defined as the
acquisition of" control shares," subject to certain exceptions) have no voting rights with respect to the control shares except to
the extent approved by the Maryland real estate investment trust' s shareholders by the affirmative vote of at least two- thirds of
all the votes entitled to be cast on the matter, excluding votes entitled to be cast by the acquirer of control shares, its officers and
its trustees who are also employees of the Maryland real estate investment trust. Our bylaws contain a provision exempting from
the control share acquisition statute any and all acquisitions by any person of our shares. There can be no assurance that this
provision will not be amended or eliminated at any time in the future. The" unsolicited takeover" provisions of the MGCL
permit our Board of Trustees, without shareholder approval and regardless of what is currently provided in our declaration of
trust or bylaws, to implement certain provisions. 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 our control under circumstances that otherwise
could provide the holders of our common shares with the opportunity to realize a premium over the then current market price.
Our authorized but unissued common and preferred shares may prevent a change in our control. Our declaration of trust
authorizes us to issue additional authorized but unissued common shares and preferred shares. In addition, our Board of Trustees
may, without shareholder approval, approve amendments to our declaration of trust to increase the aggregate number of our
authorized shares or the number of shares of any class or series that we have authority to issue and may classify or reclassify any
unissued common shares or preferred shares and may set the preferences, rights and other terms of the classified or reclassified
shares. As a result, among other things, our Board of Trustees may establish a class or series of common shares or preferred
shares that could delay or prevent a transaction or a change in our control that might involve a premium price for our common
shares or otherwise be in the best interests of our shareholders . Our rights and the rights of our shareholders to take action
against our trustees and officers or against our Manager or Ellington are limited, which could limit shareholders'
recourse in the event actions are taken that are not in their best interests . Our declaration of trust limits the liability of our
present and former trustees and officers to us and our shareholders for money damages to the maximum extent permitted under
Maryland law. Under current Maryland law, our present and former trustees and officers will not have any liability to us or our
shareholders for money damages other than liability resulting from: ¢ actual receipt of an improper benefit or profit in money,
property or services; or ¢ active and deliberate dishonesty by the trustee or officer that was established by a final judgment and is
material to the cause of action. Our declaration of trust authorizes us to indemnify our present and former trustees and officers
for actions taken by them in those and other capacities to the maximum extent permitted by Maryland law. Our bylaws require
us to indemnify each present and former trustee 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 by reason of his or her service to us as a trustee or
officer or in certain other capacities. In addition, we may be obligated to pay or reimburse the expenses incurred by our present
and former trustees and officers without requiring a preliminary determination of their ultimate entitlement to indemnification.
As a result, we and our shareholders may have more limited rights against our present and former trustees and officers than



might otherwise exist absent the current provisions in our declaration of trust and bylaws or that might exist with other
companies, which could limit yeur-shareholders' recourse in the event of actions not in yeur-their best nterestinterests . Our
declaration of trust contains provisions that make removal of our trustees difficult, which could make it difficult for our
shareholders to effect changes to our management. Our declaration of trust provides that, subject to the rights of holders of any
series of preferred shares, a trustee may be removed only for" cause" (as defined in our declaration of trust), and then only by
the affirmative vote of at least two- thirds of the votes entitled to be cast generally in the election of trustees. Vacancies
generally may be filled only by a majority of the remaining trustees in office, even if less than a quorum, for the full term of the
class of trustees in which the vacancy occurred. These requirements make it more difficult to change our management by
removing and replacing trustees and may prevent a change in our control that is in the best interests of our shareholders. Risks
Related to our Intention To Convert to a Registered Closed- End Fund / RIC We may not be able to obtain the necessary
approvals to convert to a registered closed- end fund to be treated as a RIC. On April 1, 2024, we announced our
intention to focus our investment strategy on CLOs. In connection with this strategic transition, we have revoked our
REIT election effective as of January 1, 2024 and 1ntend to complete the Conversnon on Aprll 1, 2025 (the" RIC
Conversion'"). Our ability deets ;

ettrsh&res—e-ﬁbeﬂeﬁetal—mterest—aﬁd—&ttempts—to complete aeqﬂ-rre—eu%shares—m—e*eess—e-ﬁthe RIC Conversmn sh&re—ewnersh—rp

can be no assurance that the condltlons to the RIC Conversnon w1ll be satlsﬁed in a t—rme—tlmely manner te-time-inerease

0 perse y or-d all etherpersons—Any-deerease
, Or that an effect event, circumstance, occurrence,
development or change will not be—ef-feet—rve—transplre that could delay for— or prevent these conditions from being

satisfied. Accordlngly, we cannot provide any persen—whese—pereent&ge—ewnersh—rp—assurances w1th respect to the t1m1ng of

g v —tew v . We strongly urge you
shareholders to consult their yeu-leewn—tax adﬁser—adwsors concerning the eﬁects of U. S. federal, state, and local income tax
law on an investment in our common shares and on yeur-their individual tax situation. We are no longer taxed Our-fathire-to
maintainrour-qualifieation-as a REIT . We have revoked our election to be taxed as a REIT effective as of January 1, 2024.
Since January 1, 2024, we have been subject to tax as a C- corporation at regular corporate rates. Failure to qualify as a
REIT in prlor years would sub]ect us to U—S—tedem

—state—and—leea-l—mcome taxes—- tax —Wh-teh—eeu-ld—adyersely—a-ffeet—t-he

t-hat—Prlor to our 2024 tax year, we hay tzedt i i v
was 1ntended to cause us to meet—t-he—reqtnrements—quahfy asa REIT tor qﬁ&hﬁe&ﬁefras—a—RE{%tmder—t-he—Gede—heﬁﬁveﬁ

v y v —S—federal income tax purposes. However, the tax laws
governing RElTs are extremely complex, dnd mterpletdtlons of the H—S—federalineome-tax laws governing qualification as a
REIT are limited. Qualltymg asa REIT feqtrrres—requlred us to meet ¥artots-numerous income and other tests regarding-the

the poss1b1 ity ot -fttture—chanues in our circumstances, no assurance can be given thdt we quallﬁedeu-r—&etua-l—resu-l-ts—ef



eperattons—or any particular taxable-year witlsatisfyrsuehrequirements-. [f we fatHfailed to qualify maintain-eur-qualifieation
as a REIT irany-ealendar-prior to our 2024 tax year ;-and we do not qualify for certain statutory relief provisions, we would

have be-required-to pay B—S—federal income tax (and-any-appheable-state-andHoeal-taxes)-on our taxable income atregutar
eerpefate—rates—for the year of the fallure and d-rﬁdeﬁds-pa-td—te-for the followmg eﬂrfour years s-harehelders—wet&d—net—be

fallure to qualify as a REIT prior to our 2024 taxable year W ould (leumse the amount of our income available for
distribution to our shareholders. Farthermere-Our ability to utilize our net operating losses (" NOLs") and other
carryforwards may be limited. Under the Code . a corporation is generally allowed a deduction for NOLs carried over
from prior taxable years, subject to certain limitations. As of December 31, 2024, we had approximately $ 39. 8 million
of gross federal NOL carryforwards available to reduce future federal tax liabilities. We also had NOL carryforwards in
certain states available to reduce future state tax liabilities. Our NOL carryforwards are subject to adjustment on audit
by the Internal Revenue Service and applicable state taxing authorities. Our ability to use our NOLs and other
carryforwards depends on the amount of taxable income generated in future periods. Should we recognize a deferred tax
asset with respect to such NOLs, there can be no assurance that a valuation allowance will not be required with respect
to our NOLs should our financial performance be negatively impacted in the future. In addition, the use of NOLs and
other carryforwards to offset taxable income is subject to various limitations, which could limit our ability to utilize
these tax attributes to reduce our taxes even if we fail-generate sufficient taxable income. For example, federal NOLs can
be used to maintain-offset only 80 % of our quatifieation-federal taxable income for any taxable year, and Connecticut
NOL:s can be used to offset only 50 % of our Connecticut taxable income for any taxable year. A corporation’ s ability to
deduct its federal NOL carryforwards and to utilize certain other available tax attributes can be substantially
constrained under the general annual limitation rules of Section 382 of the Code (“ Section 382 ”) if it undergoes an “
ownership change ” as aREIF-defined in Section 382. In general , wwe-netonger-an “ ownership change ” occurs if S %
shareholders increase their collective ownership of the aggregate amount of the outstanding shares of our company by
more than 50 percentage points looking back over the relevant testing period. If an ownership change occurs, our ability
to use our NOL carryforwards and other tax attributes to reduce our taxable income in a future year would be required
underU—S—federal-limited to a Section 382 limitation equal to the fair market value of our common shares immediately
prior to the ownership change multiplied by the long- term tax laws-to-distribute-substantialty-all-- exempt interest rate in
effect for the month of the ownership change. An ownership change may severely limit ot or effectively eliminate REHF
taxable-ineone-to-our ability sharehelders—Unless-ourfathure-to maintain-utilize our NOL carryforwards and gualifteationras
a—RE—H"—was—sttbjeet—te—rehef—tmder—t-he—other U—S—feder—a-l-m\ attrlbutes lawswe-eonldnotre—electto-qualify-as-a REH untit
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assets-can be fepfesented—prowded as to whether an ownershlp change has occurred or will occur in the future
Limitations imposed by seeurities-ofone-Sections 382 may discourage us from, among other things, repurchasing er-our
common shares or issuing additional common shares moere-FRSs-Generaly—ifwe-fat-to eemply-acquire businesses or
assets. We have entered into a Rights Agreement with Equiniti Trust Company, LLC, dated as of April 23, 2024 ( these—-
the feqtrrrements—at—" nghts Agreement") de51gned to preserve shareholder Value and the eﬁd-value of any-ealendar
vfor-certain statutoryrelief
dHe me-tax and-any-appheable-state-and
-leea-l—ta*es—eﬂ—&l-l—assets prlmarlly ass0c1ated w1th NOL carryforwards under Sectlon 382 of eurtaxable-ineome—tnaddition;
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ieeme-. We hav mddL an clullon under Sullon 475 (f) of the ( OdL to lTldll\ our %LLLIIIIILS to nunl\u on Wh-teh—ma-y—eattse—us
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tfeatmeﬁt—ef—heégrng—expense—&nd—lesses-as to what constltutes a trader for U. S. federal income tax purposes. sider-Under
other -Seeﬁeﬁ—sectlons -l-63—@9—ol the Code and—’Preasuﬁ—Regt&&Heﬂ—Seeﬁeﬁ—l—MH ettrd-rst-rrbﬂﬁeﬂ—reqtrrrement—eetrld-

jeopardtze—etrPRE-l—"l“—sldtus and—may—resu-lt—rn—t-he—&ppl-reat—ren—ol a trader in securltles depends -l-eei%re*etse—tahﬁ—RE-l—"l"—may
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SPTOS SrOs here-There can be no assurance that we will continue be
ab-le—lo de—se—quahfy as a trader in a-l-l—securltles ehglble to make a mark- to- market election. We have not received, nor are
we seeking, an opinion from counsel or a ruling from the IRS regarding its qualification as a trader. If the qualification
for, or our application of, such election were successfully challenged by the IRS, in whole or in part, it could, depending

on the circumstances , result in retroactive (—Fhre-TRSralesHmitthe-deduetibility-ofinterestpatd-or prospective) changes in
aeefaed—byaJPR—S—teﬁts—pafeﬁt—RElilLte—asswe—ﬂﬁt—lhc %R—S—ts—sabjeet—to-amount or tlmlng of recogmzed gross 1ncome, anand
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tax-treaty-. Our 1 recognition of" phantom" income may reduce a shareholder' s after- tax return on an investment in our common
shares. We may recognize taxable income in excess of our economic income, known as phantom income, in the first years that
we hold certain investments, and experience an offsetting excess of economic income over our taxable income in later years. In
addition, in years when we have a capital loss carryforward that offsets current year capital gains, our earnings and profits may
be higher than our taxable income. As a result, shareholders at times may be required to pay U. S. federal income tax on
distributions taxable as dividends that economically represent a return of capital rather than a dividend. These distributions
could be offset in later years by distributions that would be treated as returns of capital for U. S. federal income tax purposes.
Taking into account the time value of money, this acceleration or increase of U. S. federal income tax liabilities may reduce a
shareholder' s after- tax return on his or her investment to an amount less than the after- tax return on an investment with an
identical before- tax rate of return that did not generate phantom income. Eiqutdation-efeur-assets-Our investments in
corporate CLOs may result in jeepardize-ourREH qualifieation-or-our recognizing taxable income prior to receiving cash
distributions related to such income. The tax implications of the corporate CLOs in which we invest are complex and, in
some circumstances, unclear. In particular, we may recognize taxable income on certain of our CLO investments

without the concurrent receipt of cash, or in excess of the actual or ant1c1pated yleld generated by such mvestments. We,
Ellmgton, or its affillates may be subject to 4 0




a—ffrhates—ﬁtay—be—sttbjeet—te—ad\ erse 1e01slatlve ot regulatory or publlc pollcy chan;aes At any time, U. S. fedelal state local
or foreign laws or regulations that impact our business, or the administrative interpretations of those laws or regulations, may be
enacted or amended. We cannot predict when or if any new law, regulation, or administrative interpretation, or any amendment
to or repeal of any existing law, regulation, or administrative interpretation, will be adopted or promulgated or will become
effective. Additionally, the adoption or implementation of any new law, regulation, or administrative interpretation, or any
revisions in or repeals of these laws, regulations, or administrative interpretations, could cause us to change our portfolio, could
constrain our strategy, or increase our costs. We could be adversely affected by any change in or any promulgation of new law,
regulation, or administrative interpretation. In addition, political leaders in the U. S. and certain foreign countries have
recently been elected on protectionist platforms, fueling doubts about the future of global free trade. The U. S.
government has indicated its intent to alter its approach to international trade policy and in some cases to renegotiate
certain existing trade agreements with foreign countries. In addition, the U. S. government has recently imposed tariffs
on certain foreign goods and has indicated a willingness to impose tariffs on imports of other products. Some foreign
governments have instituted retaliatory tariffs on certain U. S. goods and have indicated a willingness to impose
additional tariffs on U. S. products. Global trade disruption, significant introductions of trade barriers and bilateral
trade frictions, together with any future downturns in the global economy resulting therefrom, could adversely affect our
performance. Changes in U. S. federal policy, including tax policies, and at regulatory agencies occur over time through
policy and personnel changes following elections, which lead to changes involving the level of oversight and focus on the
financial services industry or the tax rates paid by corporate entities. We cannot predict the ultimate impact of the
foregoing on us, our business and investments, or the industries in which we invest generally, and any prolonged
uncertainty could also have an adverse impact on us and our investment objectives. Future changes may adversely affect
our operating environment, including through increasing competition, and therefore our business, operating costs,
financial condition and results of operations. Further, an extended federal government shutdown resulting from failing
to pass budget appropriations, adopt continuing funding resolutions, or raise the debt ceiling, and other budgetary
decisions limiting or delaying government spending, may negatively impact U. S. or global economic conditions,
including corporate and consumer spending, and liquidity of capital markets. Failure to procure adequate funding and
capital would adversely affect our results and may, in turn, negatively affect the value of our common shares and our ability to
pay dividends to our shareholders. We depend upon the dvallablllty of adequate fundlng and capltal for our opeldtlons There

i : h-or-4 v We-ea ; e-assurance yeu—that any, or
sufficient, funding or capital Wlll be av allable to us in the future on terms that are acceptable to us. In the event that we cannot
obtain sufficient funding and capital on acceptable terms, there may be a negative impact on the value of our common shares
and our ability to pay dividends to our shareholders, and yetshareholders may lose part or all of yeur-their investment. We,
Ellington, or its affiliates may be subject to regulatory inquiries and proceedings, or other legal proceedings. At any time,
industry- wide or company- specific regulatory inquiries or proceedings can be initiated and we cannot predict when or if any
such regulatory inquiries or proceedings will be initiated that involve us or Ellington or its affiliates, including our Manager. We
believe that the heightened scrutiny of the financial services industry increases the risk of inquiries and requests from regulatory
or enforcement agencies. For example, as discussed under the caption Item 3. Legal Proceedings, over the years, Ellington and
its affiliates have received, and we expect in the future that we and they may receive, inquiries and requests for documents and
information from various federal, state, and foreign regulators. We can give no assurances that, whether the result of regulatory
inquiries or otherwise, neither we nor Ellington nor its affiliates will become subject to investigations, enforcement actions,
fines, penalties or the assertion of private litigation claims. If any such events were to occur, we, or our Manager' s ability to
perform its obligations to us under the management agreement between us and our Manager, or Ellington' s ability to perform its
obligations to our Manager under the services agreement between Ellington and our Manager, could be materially adversely
impacted, which could materially adversely effect on our business, financial condition and results of operations, and our ability
to pay dividends to our shareholders. Future offerings of debt securities,which would rank senior to our common shares upon our
bankruptcy liquidation,and future offerings of equity securities which could dilute the common share holdings of our existing
shareholders and may be senior to our common shares for the purposes of dividend and liquidating distributions,may adversely
affect the market price of our common shares.In the future,we may attempt to increase our capital resources by making offerings
of debt securities or additional offerings of equity securities stneluding-through-the RightsAgreement- Upon bankruptcy or
liquidation,holders of our debt securities and preferred shares,if any,and lenders with respect to other borrowings will receive a
distribution of our available assets prior to the holders of our common shares.Our preferred shares,if issued,could have a
preference on liquidating distributions or a preference on dividend payments or both that could limit our ability to pay a dividend



or other distribution to the holders of our common shares.Because our decision to issue securities in any future offering will
depend on market conditions and other factors beyond our control,we cannot predict or estimate the amount,timing or nature of
our future offerings. Thus,holders of our common shares bear the risk of our future offerings sineluding-through-the Rights
Agreement;reducing the market price of our common shares and diluting their share holdings in us.Future sales of our common
shares or other securities convertible into our common shares could cause the market value of our common shares to decline and
could result in dilution of yeur shares held-by-shareholders-. Sales of substantial amounts of our common shares or other
securities convertible into our common shares could cause the market price of our common shares to decrease significantly.We
cannot predict the effect,if any,of future sales of our common shares or other securities convertible into our common shares,or
the availability of such securities for future sales,on the market price of our common shares.Sales of substantial amounts of our
common shares or other securities convertible into our common shares,or the perception that such sales could occur,may
adversely affect prevailing market values for our common shares. The market for our common shares may be limited, and
the price and trading volume of our common shares may be volatile. While our common shares are listed on the NYSE, such
listing does not provide any assurance as to whether or not the market price reflects our actual financial performance, the
liquidity of our stock, a holder' s ability to sell our stock and / or at what price such holder could sell our stock. Market prices for
our common shares may be volatile and subject to wide fluctuations, including as a result of the trading volume. We-eannet
There can be no assare-assurance you-that the market price of our common shares will not fluctuate or decline significantly in
the future. Some of the factors that could negatively affect the price of our common shares, or result in fluctuations in the price
or trading volume of our common shares include: ¢ actual or anticipated variations in our dividends or quarterly operating
results; ¢ changes in our earnings estimates, failure to meet earnings or operating results expectations of public market analysts
and investors, or publication of research reports about us or the real estate specialty finance industry; ¢ increases in market
interest rates that lead purchasers of our common shares to demand a higher yield; ¢ repurchases and issuances by us of our
common shares; * passage of legislation, changes in applicable law, court rulings, enforcement actions or other regulatory
developments that adversely affect us or our industry; ¢ changes in government policies or changes in timing of implementation
of government policies, including with respect to Fannie Mae, Freddie Mac, and Ginnie Mae; ¢ changes in market valuations of
similar companies; ¢ adverse market reaction to any increased indebtedness we incur in the future; ¢ additions or departures of
key management personnel; ¢ actions by shareholders; ¢ speculation in the press or investment community; * adverse changes in
global, national, regional and local economic and market conditions, including those relating to pandemics, such as the COVID-
19 pandemic, high unemployment, elevated inflation, tariffs, volatile interest rates, concerns regarding a recession, geopolitical
conflicts, social unrest, or civil disturbances; ¢ our inclusion in, or exclusion from, various stock indices; ¢ our operating
performance and the performance of other similar companies; and ¢ changes in accounting principles. Stock markets in general
have experienced volatility that has often been unrelated to the operating performance of a particular company. These broad
market fluctuations may adversely affect the market price of our common shares. Future offerings of debt securities, which......
market values for our common shares. Climate change has the potential to impact the-properties-underlying-our investments.
Currently, it is not possible to predict how legislation or new regulations that may be adopted to address greenhouse gas
emissions will impact the properties-assets underlying our investments. However, any such future laws and regulations
imposing reporting obligations, limitations on greenhouse gas emissions, or additional taxation of energy use could require the
owners of preperties-assets to make significant expenditures to attain and maintain compliance. Any new legislative or
regulatory initiatives related to climate change could adversely affect our business. The physical impact of climate change could
also have a material adverse effect on the-prepertiesundettying-our investments. Physical effects of climate change such as
increases in temperature, sea levels, the severity of weather events and the frequency of natural disasters, such as hurricanes,
tropical storms, tornadoes, wildfires, droughts, floods and earthquakes, among other effects, could damagereduce the
properties-undertying-value of our investments. The-eosts-of remediating-We may experience significant fluctuations in er-our
repairing-steh-damage;-book value per share and quarterly operating results. We may experience significant fluctuations
in er-our book value per share from month to month and in our quarterly operating results due to a number of factors,
including the timing of distributions to shareholders, fluctuations in the value of our investments, our ablllty or 1nab111ty
to made-make investments that meet our investment criteria irad 6

damage-, eotld-the interest and other income earned on our 1nvestments, the level of our expenses (including the 1nterest
or dividend rate payable on any debt securities or preferred stock that we issue), variations in and the timing of realized
and unrealized gains or losses in our portfolio, the degree to which we encounter competition in our markets and general
economic conditions. As a result of these factors, our book value per share and results for any period should not be

eeﬁstdefab%e—AddtﬁeﬂaHy—Sﬂeh—aemal-rehed upon as belng mdlcatlve of or-our book value per share and / t-hfeatene&

related to Corporate %0c1a1 re%ponslblhty Our bumne%i face% public scrutiny related to environmental, social and governance (*
ESG ”) activities. We risk damage to our reputation if we or affiliates of our Manager are viewed as failing to act responsibly in
a number of areas, such as diversity and inclusion, environmental stewardship, support for local communities, corporate
governance and transparency and considering ESG factors in our investment processes. Some fvestors-investors are
mefeasmgl—y—ta-kmg—mte—aeeeuﬁt—have become more focused on ESG factors, including climate risks, in determining whether to
invest in companies. However, regional and investor specific sentiment often differ in what constitutes a material positive or
negative ESG corporate practice. Our corporate social responsibility practices will not uniformly fit investors’ definitions,
particularly across geographies and investor types, of best practices for ESG considerations. Adverse incidents with respect to
ESG activities could impact the cost of our operations and relationships with investors, all of which could adversely affect our



business and results of operations. Additienalty-there-There is a-growing regulatory interest across jurisdictions in improving
transparency regarding the definition, measurement , and disclosure of ESG factors irerder-to altew-enable investors to validate
and better understand sustainability claims, including and-- an increased regulatory focus on the accuracy of those claims.
As a result, we are subject to ehanging-evolving rules and regulations promulgated by various a-mamber-of-governmental and
self- regulatory organizations, including the SEC, the NYSE , and the Financial Accounting Standards Board. These rules and
fegu-lat—teﬂs—contmue to evo-l-ve—expand in scope and Complemtv atrdmany-, with new requirements potentially increasing have
compllance challenges ﬂ&efe—d-l-fﬁeu-lt—dnd ttneertatn—uncertalnty .

F&ﬁher—lf we are perceived as ,

adversely-affeet-otr- or accused bust
standardization-of mandatory-elimate-," greenwashmg" or overstatlng the extent of our sustalnablhty -re ated d-rselesa-res

practices, such allegations could damage our reputation, result in litigation for— or investers-regulatory actions, and
negatively impact our ability to raise capital . At the same time, so The-finalrule-mandates-extensive-diselosure-ofelimate—
called “ anti- ESG ” sentiment has also gained momentum across the U. S., with several states having enacted or
proposed « antl- ESG ”? pohcles, leglslatlon, or 1ssued related d&ta—legal oplmons. For example ﬂsks—&ﬂd-eppertttn-r&es—

certain states now requlre that relevant state entities or managers / admlmstrators of state 1nvestments pub-l-te—eempames—

based solely
cons1deratlon ot

-rnvestefs—aﬂd-regulatefs—m—ES(J tactou and—rnereased—defnand—feﬁ or have enacted" boycott bllls." If 1nvestors sub]ect to
such legislation viewed us , our policies and-serutiny-of- or our practices, as being in contradiction of such “ anti- ESG ”
policies —related-diselostres-, have-also-inereased-therisk-thateempanies-legislation or legal opinions, such investors may not
1nvest in us, whlch could negatlvely affect be—pereewed—as—erour financial performance aeeﬁsed—e%ma-kmg—maeeﬂrate—ef

er—meeﬁﬁg—stteh—regu-l&tteﬂs—aﬂd-eﬁqﬁeet&tteﬂs— If we hu or are perceiv ed to fdll to complv W 1th or meet dpphcable 1ules

regulations and stakeholder expectations, it could negatively impact our reputation and our business results. Further, our
business could become subject to additional regulations, penalties and / or risks of regulatory scrutiny and enforcement in the
future. We-eannotguarantee-Moreover, the requirements of various regulations we may become subject to may not be
consistent with each other. There can be no assurance that our current ESG practices will meet future regulatory
1equnements reportmv hamew 01ks or best p1act1ces muedsmg he risk of related entomement Compliance with new

As-arestiany-material growth in our equity capital base mastis largely be—funded by e\temal sources of capital. Our access to
external capital will depend upon a number of factors, including the market price of our common shares, the market’ s
perception of our financial condition and potential future earnings, and general market Condltlons Periods of helghtened
inflation could adversely impact our financial results. High inflation v q A s
ineluding-whether caused by low unemplovment high cmpomte demdnd supply chain issues, LeOpOllthdl conﬂlcts and
quantitative easing, atto b p g attor-imposition of tariffs by the federal
government, or a combination of these or other factors, may undermme the performance of our investments by reducing the
value of such investments and / or the income received from such investments. Inflation and rapid fluctuations in inflation
rates have had in the past, and may in the future have, significant effects on interest rates and negative effects on
economies and financial markets. See also'" — Increases in interest rates could negatively affect the value of our assets
and increase the risk of default on our assets. ” [n addition, actions that the Federal Reserve has-and other central banks
have taken, and could continue to take >-in response to eembat-changes in inflation , could have an adverse impact on the
economy broadly and / or on our financial results specifically . See" — Risks Related To Our Bustrtess-Investments and
Investment Activities — Certain actions by the Federal Reserve could materially adversely affect our business, financial
condition and results of operations, and our ability to pay dividends to our shareholders." The use of AI by us and others, and
the overall adoption of AI throughout society, may exacerbate or create new and unpredictable competitive, operational,
legal and regulatory risks to our business. There is substantial uncertainty about the extent to which Al will result in
dramatic changes throughout the world, and we may not be able to anticipate, prevent, mitigate or remediate all of the
potential risks, challenges or impacts of such changes. These changes could potentially disrupt, among other things, our
business model, investment strategies and operational processes. Some of our competitors may be more successful than
us in the development and implementation of new technologies, including services and platforms based on Al, to improve




their operations. If we are unable to adequately advance our capabilities in these areas, or do so at a slower pace than
others in our industry, we may be at a competitive disadvantage. If the data we, or third parties whose services we rely
on, use in connection with the possible development or deployment of Al is incomplete, inadequate or biased in some
way, the performance of our business could suffer. In addition, recent technological advances in AI both present
opportunities and pose risks to us. Data in technology that uses Al may contain a degree of inaccuracy and error, which
could result in flawed algorithms in various models used in our business. The volume and reliance on data and
algorithms also make AI more susceptible to cybersecurity threats, including data poisoning and the compromise of
underlying models, training data or other intellectual property. The personnel provided to us by our Manager, and / or
our third- party service providers could, without being known to us, improperly utilize AI and machine learning-
technology while carrying out their responsibilities. This could reduce the effectiveness of Al technologies and adversely
impact us and our operations to the extent that we rely on the AI’ s work product. There is also a risk that AI may be
misused or misappropriated by our third party service providers. For example, a user may input confidential
information, including material non- public information or personally identifiable information, into AI applications,
resulting in the information becoming a part of a dataset that is accessible by third- party technology applications and
users, including our competitors. Further, we may not be able to control how third- party Al that we choose to use is
developed or maintained, or how data we input is used or disclosed. The misuse or misappropriation of our data could
have an adverse impact on our reputation and could subject us to legal and regulatory investigations or actions or create
competitive risk. In addition, the use of AI by us or others may require compliance with legal or regulatory frameworks
that are not fully developed or tested, and we may face litigation and regulatory actions related to our use of Al. There
has been increased scrutiny, including from global regulators, regarding the use of “ big data, ” diligence of data sets and
oversight of data vendors. Our ability to use data to gain insights into and manage our business may be limited in the
future by regulatory scrutiny and legal developments.



