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Set forth below are the material risks and uncertainties that, if they were to occur, could materially and adversely affect our
business, financial condition, results of operations and the trading price of our securities. Additional risks not presently known,
or that we currently deem immaterial, also may have a material adverse effect on our business, financial condition, results of
operations and trading price of our securities. Risk Factor Summary Risks Related to Our Investments * The U. S. Federal
Reserve’ s participation in the Agency RMBS market could have an adverse effect on our Agency RMBS investments. « We
may lose profits if our assets experience periods of illiquidity. « Our investments may be concentrated and subject to risk of
default. « There could be adverse impacts to our results and dividends resulting from fluctuations in interest rates and increases
in interest rates. ¢ Spread risk is inherent to our business as a levered investor in our target assets. * Premium securities may be
subject to more risk than par value securities. * Prepayment rates may adversely affect the value of our investment portfolio. ¢
Market conditions may upset the historical relationship between interest rate changes and prepayment trends, which would make
it more difficult for us to analyze our investment portfolio. * The Federal conservatorship of and changes in laws affecting
Fannie Mae and Freddie Mac may adversely affect our business. * Competition may limit our ability to acquire desirable
investments. ¢ There is risk of losses associated with our investments. * We are dependent on third- party service providers,
whose actions we may not control. * A decline in the market value of our MBS may adversely affect our results of operations
and financial condition. Risks Related to Fi 1nanc1ng and Hedglng We—Our strategy 1nvolves the use of s1gn1ficant 1everage i1
exeetting-our-businessstrategy-, which m v d d 0
etn%teeld&e}defs—a-ndﬂ%mefease-mcreases the risk that we may incur substantlal losses when—eeeﬁeﬁﬁe-eendmens—afe
unfaverable-. « We depend on repurchase agreement financing to acquire our target assets, and our inability to access this
funding on acceptable terms could have a material adverse effect on our results of operations, financial condition and business. ¢
The inherent uncertainty of repurchase transactions, including counterparty credit risk, may cause us to incur a loss on our
repurchase transactions. ¢ The repurchase agreements and other financing arrangements that we use to finance our investments
may require us to provide additional collateral and may restrict us from leveraging our assets as fully as desired. « A failure to
comply with covenants in our repurchase agreements and other financing arrangements would have a material adverse effect on
us. * Our use or future use of repurchase agreements to finance our target assets may give our lenders greater rights if either we
or a lender files for bankruptcy. « We enter into hedging transactions that could expose us to contingent liabilities in the future.
Hedging may adversely affect our earnings, which could reduce our cash available for distribution to our stockholders. « Our
hedging strategies may be ineffective. ¢ Clearing facilities or exchanges may increase the margin requirements we are
required to post when entering into derivative instruments, which may negatively impact our ability to hedge and our
liquidity. « We may enter into derivative contracts that expose us to risks and contingent liabilities, and those contingent
liabilities may not appear on our balance sheet. * It may be uneconomical to “ roll ” Agency MBS TBA holdings, or we may be
unable to meet margin calls on TBA contracts, which could negatively affect our financial condition and results of operations.
Risks Related to Our Business * Our business may be adversely affected by unfavorable or changing economic, market, and
political conditions. « Maintaining 1940 Act exclusions for our subsidiaries imposes limits on our operations, and failure to
maintain an exclusion could have a material negative impact on our operations. « We are highly dependent on information
systems and systems failures or cyber- attacks could significantly disrupt our business, which may, in turn, negatively affect the
market price of our capital stock and our ability to pay dividends. « The recent advancements in and increased use of
artificial intelligence (“ AI ”) present risks and challenges that may adversely impact our business.  Our Manager utilizes
quantitative models to support investment decisions and investment processes, including those related to our portfolio
management and risk analysis, which may contain errors. « We may repurchase shares of our common stock and preferred stock
from time to time, which may negatively impact our compliance with covenants in our financing agreements and regulatory
requirements and our ability to invest in our target assets in the future. RisksRelatedto-Aeeounting— There are risks associated
with accounting estimates, judgments and assumptions in the preparation of our financial statements, and changes in the fair
value of our derivatives may result in volatility in our U. S. GAAP earnings. * Our reported U. S. GAAP financial results differ
from our REIT taxable income, which impacts our dividend distribution requirements. Therefore, our U. S. GAAP results may
not be an accurate indicator of future taxable income and dividend distributions. Risks Related to Our Relationship with Our
Manager » We are dependent on our Manager and its key personnel for our success. ¢ There are conflicts of interest in our
relationship with our Manager and Invesco, which could result in decisions that are not in the best interests of our stockholders.
Risks Related to Our Capital Stock « We have not established a minimum dividend payment level, and we cannot assure our
stockholders of our ability to pay dividends in the future. * Future offerings of debt or equity securities that would rank senior to
our common stock may adversely affect the market price of our common stock. Risks Related to Our Organization and Structure
* Certain provisions of Maryland law and in our organizational documents could inhibit changes in control. + We are the sole
general partner of our Operating Partnership and could become liable for the debts and other obligations of our Operating
Partnership. Tax Risks ¢ Investment in our capital stock has various U. S. federal income tax risks, and there are risks involved
with the requirements associated with our REIT qualification. General Risk Factors « Our business is subject to extensive
regulation. * We may be adversely affected by the current and future economic, regulatory and other actions of government
bodies and their agencies. * We may change any of our strategies, policies or procedures without stockholder consent. « We may
enter into transactions and take certain actions in connection with such transactions, and there are certain other factors, that




could affect the price of our common stock. The U. S. Federal Reserve...... operations, financial condition and business.
Fluctuations in interest rates could adversely affect the value of our investments and derivative financial instruments and cause
our interest expense to increase, which could result in reduced earnings, decreased profitability and dividends, and diminished
cash available for distribution to our stockholders. Interest rates are highly sensitive to many factors, including governmental
monetary and tax pohcles domestic and 1nternat10na1 economic and pohtlcal Con51derat10ns and other factors beyond our
control - 3 : ; ; 4 ;

years-. Interest rate fluctuations present a variety of risks 1nclud1ng the risk of a narrowmg of the difference | between asset yields
and borrowing rates, a decline in the yield on adjustable- rate investments, and a detrimental impact on prepayment rates and
may adversely affect our income and the value of our assets and capital stock. We may invest in RMBS, CMBS, mortgage loans
and other financing arrangements that are subject to risks related to interest rate fluctuations. Fluctuations in short- or long- term
interest rates could have adverse effects on our operations and financial condition, which may negatively affect cash available
for distribution to our stockholders. Fluctuations in interest rates could impact us as follows: ¢ If short- term interest rates
increase significantly the amount of interest owed on the repurchase agreements we enter into to finance the purchase of our
investments would increase, which may reduce our net income. ¢ If long- term rates increase significantly, the market value of
our fixed- rate investments would decline, and the duration and weighted average life of the investments may increase. We
could realize a loss if the securities were sold. ¢ If short- term or long- term interest rates fall, we may recognize losses on our
derivative financial instruments that are not offset by gains on our investments, which may adversely affect our liquidity and
financial position. ¢ If short- term interest rates rise disproportionately relative to longer- term interest rates (a flattening of the
yield curve), our borrowing costs may increase more rapidly than the interest income earned on our investments. Because we
expect our investments, on average, generally will bear interest based on longer- term rates than our borrowings, a flattening of
the yield curve would tend to decrease our net income. Additionally, to the extent cash flows from investments that return
scheduled and unscheduled principal are reinvested, the spread between the yields on the new investments and available
borrowing rates may decline, which would likely decrease our net income. If short- term interest rates rise to the extent that they
exceed longer- term interest rates (a yield curve inversion), our borrowing costs may exceed our interest income and we could
incur operating losses. In a period of rising interest rates, our operating results will depend in large part on the difference
between the income from our investments and borrowing costs. We anticipate that, in most cases, the income from such assets
may respond more slowly to interest rate fluctuations than the cost of our borrowings. Consequently, changes in interest rates,
particularly short- term interest rates, may significantly influence our net income. Increases in these rates will tend to decrease
our net income and the market value of our assets and may negatively affect cash available for distribution to our stockholders.
While we attempt to manage risk from changes in market interest rates, our hedging activities may not fully mitigate our interest
rate risk, and a rapid increase or decrease in interest rates may have material and adverse effects on our business, results of
operations and financial performance. There can be no guarantee that our interest rate risk management will fully mitigate the
yield curve flattening and inversion risks described above. In addition, market values of our investments may decline without
any general increase in interest rates for a number of reasons, such as widening of credit spreads, increases or expected increases
in defaults, or changes or expected changes in voluntary prepayments for those investments that are subject to prepayment risk,
which may negatively affect cash available for distribution to our stockholders. Elevated An-inerease-i-interest rates may cause
a decrease in the availability of certain of our target assets which could adversely affect our ability to acquire target assets that
satisfy our investment objectives and to generate income and pay dividends. Rising-and-elevated-Elevated interest rates ;-suehas
we-have-expetieneedin2022-and-2023-generally reduce the demand for mortgage loans due to the higher cost of borrowing. A
reduction in the volume of mortgage loans originated may affect the volume of target assets available to us, which could
adversely affect our ability to acquire assets that satisfy our investment objectives. If rising interest rates cause us to be unable to
acquire a sufficient volume of our target assets with a yield that is above our borrowing cost, our ability to satisfy our investment
objectives and to generate income and pay dividends may be materially and adversely affected. Spread risk is inherent to
investing in MBS and other mortgage- related assets. When the spread between the market yield on our mortgage assets and
benchmark interest rates widens, our tangible net book value will typically decline. We refer to this as" spread risk". Although
we use hedging instruments to attempt to protect against moves in interest rates, our hedges will typically not protect us against
spread risk. Spreads may widen due to numerous factors, including changes in mortgage and fixed income markets due to actual
or expected monetary policy actions by U. S. and foreign central banks, market liquidity or changes in investor return
requirements and sentiment. Wider spreads can also occur independent of moves in interest rates. For example, actions by the
Federal Reserve in 2022 and 2023 to taper its purchases of Agency RMBS and to reduce its balance sheet resulted in a widening
of credit spreads and lower Agency RMBS valuations, impacting our tangible net book value. Our active portfolio
management strategy may expose tise-- us to greater losses and lower returns than compared to passive strategies. We
employ an active management strategy; therefore, the composition of our investment portfolio, lcverage ereates-ratio and
hedge composition will vary as we believe changes to market conditions warrant.We may realize significant investment
gains or losses when we sell investments that we no longer believe provide attractive risk- adjusted returns or when we
believe more attractive alternatives are available.We may also be incorrect in our assessment of market conditions and
select an investment portfolio,leverage levels and terms,and hedge composition that generate lower returns than a more
static management strategy.Furthermore,because of our active strategy,investors may be unable to assess changes in our
financial position solely by observing changes in the mortgage market. The U.S.Federal Reserve’ s or FDIC” s participation
in the Agency RMBS market could have an adverse effect on our Agency RMBS investments.The U.S.Federal Reserve’ s
partlclpatlon in the Agency RMBS market can materlally 1mpact the avallable supply,price and returns on Agency RMBS. The

U.S.Federal Reserve signifteantly-tnereased-has




continued its aequisitt ceney-RMHE t tritatton rewetabovettstone
tafget—ﬂ&e—U—S—Fedefa-l—Reseﬁe—t-}ﬁrbegaﬁ—a—passlve contractlon of its balance sheet by ceaslng reinvestments of proceeds from
maturing Agency RMBS portfolio repayments.Given the U.S.Federal Reserve’ s historic participation and the current scale of
its balance sheet holdings,the effects of a shift in monetary policy may be material and are difficult to predict,and we may be
unable to mitigate potentially adverse effects on our portfolio and financial condition. Furthelmore desplte its stated preference
for a passwe balance sheet 1educt10n aran ; g ;

-fa-r}ttfe—t-he—F-B}Gmay—t-he—there 1-rke1-r1=100d—1s no guarantee the U.S.F ederal Reserve will not conduct outrlght sales of
v g ef-Agency RMBS in the secondary market,which could

slgnlﬁcantly increase the pace of their balance sheet reduction and result in lower Agency RMBS valuations due to a widening
of credit spreads.At times,upon a financial institution’ s distress or impending failure,the FDIC may take control of a significant
portion of the Agency RMBS held by that institution.The FDIC’ s actions with respect to those securities can also materially
impact the available supply,price and returns on Agency RMBS.We cannot predict or control the impact future actions by the
U.S.Federal Reserve or the FDIC will have on our business.Accordingly,future actions by the U.S.Federal Reserve or FDIC
could have a material and adverse effect on our buslness flnanmal condmon and results of operations. Volatile market
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result in a s1gn1ﬁcant contractlon in llquldlty for mortgages and mortgage- related assets,which may adversely affect the
value of the assets in which we invest. Significant adverse changes in financial market conditions can result in a
deleveraging of the global financial system and eommenstoek-dividend-distribution-the forced sale of large quantities of
mortgage- related and other financial assets. Concerns over economic recession, inflation, subdued growth expectations,
interest rate increases, policy priorities of the U. S. government, trade wars, geopolitical issues, unemployment, the
availability and cost of financing, or the mortgage market and a declining real estate market may contribute to increased
volatility and diminished expectations for the economy and markets. Increased volatility and deterioration in the markets
for mortgages and mortgage- related assets as well as the broader financial markets may adversely affect the
performance and market value of our investments. When these conditions exist, institutions from which we seek
financing for our investments may tighten their lending standards, increase margin calls or become insolvent, which
could make it more difficult for us to obtain financing on favorable terms or at all . Our use-ofleverage-ereatesspeetatrisks
profitability and financial condltlon 1nclud1ng our llquldlty may be adversely affected if we are unable to 0bta1n cost-
effective financing for v : 0 Ve 6 v
diﬂéeﬂd-dtstﬂbuﬁeﬁs—eﬂ,—our investments

e*peﬁses—fe}at-mg—te-eﬁr—}evef&ge— A portlon of our RMBS portfoho consists of premium securltles Prelmum securities may be
subject to more risk than par value securities. Premium securities have market values that exceed their unpaid principal balance.
We may purchase RMBS at a premium, which represent prices that we believe appropriately reflect the risks involved.
Declining interest rates increase the premium level of our RMBS and generate unrealized holding gains. Because we carry our
RMBS at fair value, unrealized holding gains are reflected in total stockholders’ equity. RMBS premium is not guaranteed by
the Agencies and rising interest rates tend to reduce premium values. Premium value will also erode over time as principal
payments are made. Pools of residential mortgage loans underlie the RMBS that we acquire. In the case of residential mortgage
loans, there are seldom any restrictions on borrowers’ ability to prepay their loans. We generally receive prepayments of
principal that are made on these underlying mortgage loans. When borrowers prepay their mortgage loans faster than expected,
the prepayments on the RMBS are also faster than expected. Faster than expected prepayments could adversely affect our
profitability, including in the following ways: ¢ As described above, we may pay a premium over the par value to acquire a
RMBS security. In accordance with U. S. GAAP, we may amortize this premium over the estimated term of the RMBS. If the
RMBS is prepaid in whole or in part before its maturity date, however, we may be required to expense the premium that was
prepaid at the time of the prepayment. « Qur A—substantial-pertioneofeur-adjustable- rate RMBS may bear interest rates that are
lower than their fully indexed rates, which are equivalent to the applicable index rate plus a margin. If an adjustable- rate RMBS
is prepaid before or soon after the time of adjustment to a fully indexed rate, we will have held that RMBS while it was least
profitable and lost the opportunity to receive interest at the fully indexed rate over the remainder of its expected life. ¢ If we are
unable to acquire new RMBS at similar yields to the prepaid RMBS, our financial condition, results of operations and cash flow
would suffer. Prepayment rates generally increase when interest rates fall and decrease when interest rates rise, but changes in
prepayment rates are difficult to predict. Prepayment rates also may be affected by conditions in the housing and financial
markets, general economic conditions and the relative interest rates on FRMs and ARMs. While we seek to minimize
prepayment risk to the extent practical, in selecting investments we must balance prepayment risk against other risks and the
potential returns of each investment. No strategy can completely insulate us from prepayment risk. Our success depends in part
on our ability to analyze the impact of changing interest rates on prepayments of the mortgage loans that underlie our
investments. Changes in interest rates and prepayments affect the market price of target assets. As part of our overall portfolio
risk management, we analyze interest rate changes and prepayment trends separately and collectively to assess their effects on
our investment portfolio. In conducting our analysis, we depend on certain assumptions based upon historical trends with respect
to the relationship between interest rates and prepayments under normal market conditions. If dislocations in the mortgage
market or other developments change the way that prepayment trends respond to interest rate changes, our ability to (1) assess
the market value of our investment portfolio, (2) implement our hedging strategies, and (3) utilize techniques to reduce our



prepayment rate volatility would be significantly affected, which could materially adversely affect our financial position and
results of operations . Our investments may be concentrated and will be subject to risk of default. While we seek to diversify our
portfolio of investments,we are not required to observe any specific diversification criteria,except as may be set forth in the
investment guidelines and Investment Company Act of 1940 Compliance Policy adopted by our board of directors. Therefore,our
investments in our target assets may at times be concentrated in certain types of securities,property types that are subject to
higher risk of foreclosure or secured by properties concentrated in a limited number of geographic locations.To the extent that
our portfolio is concentrated in any one region or type of security,downturns relating generally to such region or type of security
may result in defaults on a number of our investments within a short time period,which may reduce our net income and the
value of our capital stock and accordingly reduce our ability to pay dividends to our stockholders,which could have an adverse
impact on our results of operations,financial condition and business —. The Federal conservatorship of Fannie Mae and Freddie
Mac and related efforts, along with any changes in laws and regulations affecting the relationship between these agencies and
the U. S. Government, may adversely affect our business. The payments of principal and interest we receive on our Agency
MBS, which depend directly upon payments on the mortgages underlying such securities, are guaranteed by Fannie Mae,
Freddie Mac, or Ginnie Mae. Fannie Mae and Freddie Mac are U. S. Government- sponsored entities, or GSEs, but their
guarantees are not backed by the full faith and credit of the United States (although the FHFA largely controls their actions
through its conservatorship of the two GSEs). Ginnie Mae is part of a U. S. Government agency and its guarantees are backed
by the full faith and credit of the United States. Although the U. S. Government has undertaken several measures to support the
positive net worth of the GSEs since the 2008 financial crisis, there is no guarantee of continuing capital support, if such support
were to become necessary. Despite the steps taken by the U. S. Government, GSEs could default on their guarantee obligations
which would materially and adversely affect the value of our Agency MBS. Accordingly, if these government actions are
inadequate in the future and the GSEs were to suffer losses, be significantly reformed, or cease to exist, our business, operations
and financial condition could be materially and adversely affected. The future roles of the GSEs may be reduced (perhaps
significantly) and the nature of their guarantee obligations could be limited relative to historical measurements. Alternatively, it
is possible that the GSEs could be dissolved entirely or privatized, and, as mentioned above, the U. S. Government could
determine to stop providing liquidity support of any kind to the mortgage market. Any changes to the nature of the GSEs or their
guarantee obligations could redefine what constitutes an Agency MBS and could have broad adverse implications for the market
and our business, operations and financial condition. If Fannie Mae or Freddie Mac were eliminated or their structures were to
change, limiting or removing the guarantee obligation, we could be unable to acquire additional Agency MBS and our existing
Agency MBS could be materially and adversely impacted. All of the foregoing could negatively affect the availability and value
of Agency MBS; our ability to obtain financing on our Agency MBS; or our ability to maintain our compliance with the terms of
any financing transactions, which could adversely impact our results of operations, financial condition and business. We operate
in a highly competitive market for investment opportunities and competition may limit our ability to acquire desirable
investments in our target assets and could also affect the pricing of these securities. We operate in a highly competitive market
for investment opportunities. Our profitability depends, in large part, on our ability to acquire our target assets at attractive
prices. We compete with a variety of institutional investors, including other REITs, and some of our competitors are larger and
may have greater financial, technical, marketing and other resources than we do. Some competitors may have a lower cost of
funds and access to funding sources that may not be available to us. Many of our competitors are not subject to the operating
constraints associated with REIT tax compliance or maintenance of an exemption from the 1940 Act. Furthermore, competition
for investments in our target assets may lead to the price of such assets increasing, which may further limit our ability to
generate desired returns. We cannot assure you that the competitive pressures we face will not have a material adverse effect on
our business, financial condition and results of operations. Also, as a result of this competition, desirable investments in our
target assets may be limited in the future, and we may not be able to take advantage of attractive investment opportunities from
time to time. We may acquire certain target assets that are subject to defaults, foreclosure timeline extension, fraud, residential
and commercial price depreciation, and unfavorable modification of loan principal amount, interest rate and amortization of
principal, which could result in losses to us. Mortgage- backed securities are secured by mortgage loans (primarily pools of
single- family residential property loans for RMBS and single commercial mortgage loans or pools of commercial mortgage
loans for CMBS). Our MBS investments are subject to all the risks of the respective underlying mortgage loans, including risks
of defaults, foreclosure timeline extension, fraud, price depreciation and unfavorable modification of loan principal amount,
interest rate and amortization of principal. A number of factors over which we have no control may impair a borrower’ s ability
to repay a mortgage loan secured by a residential property, including the income and assets of the borrower. As of December 31,
2623-2024 , we do not hold any mortgage loans secured by residential property. Commercial mortgage loans are secured by
multifamily or commercial property and are subject to risks of delinquency and foreclosure, and risks of loss that may be greater
than similar risks associated with loans made on the security of single- family residential property. The ability of a borrower to
repay a loan secured by an income- producing property typically is dependent primarily upon the successful operation of such
property, which can be affected by a number of factors over which we have no control, rather than upon the existence of
independent income or assets of the borrower. If the net operating income of the property is reduced, the borrower’ s ability to
repay the loan may be impaired. As of December 31, 2623-2024 , we do not hold any commercial mortgage loans. In the event
of any default under a mortgage loan held directly by us, we bear a risk of loss of principal to the extent of any deficiency
between the value of the collateral and the principal and accrued interest of the mortgage loan, which could have a material
adverse effect on our cash flow from operations. In the event of defaults on the mortgage loans that underlie our investments and
the exhaustion of any underlying or any additional credit support, we may not realize our anticipated return on our investments,
and we may incur a loss on these investments causing an adverse impact on our results of operations, financial condition and
business. Our subordinated MBS assets may be in the “ first loss ” position, subjecting us to greater risks of loss. We may invest



in certain tranches of MBS that are only entitled to a portion of the principal and interest payments made on mortgage loans
underlying the securities issued by the trust. In general, losses on a mortgage loan included in a RMBS trust will be borne first
by the equity holder of the issuing trust if any, and then by the “ first loss ” subordinated security holder and then by the
second loss ” subordinate holder and so on. For non- Agency CMBS assets, losses on a mortgaged property securing a mortgage
loan included in a securitization will typically be borne first by the equity holder of the property, then by a cash reserve fund or
letter of credit, if any, then by the holder of a mezzanine loan or B- Note, if any, then by the “ first loss ” subordinated security
holder (generally, the “ B- Piece ” buyer) and then by the holder of a more senior security. We may acquire securities at every
level of such a trust, from the equity position to the most senior tranche. In the event of default and the exhaustion of any classes
of securities junior to those which we acquire, our securities will suffer losses as well. In addition, if we overvalue the
underlying mortgage portfolio, or if the values subsequently decline and, as a result, less collateral is available to satisfy interest
and principal payments due on the related MBS, the securities which we acquire may effectively become the * first loss
position ahead of the more senior securities, which may result in significant losses. The prices of lower credit quality securities
are generally more sensitive to adverse economic downturns or individual issuer developments than more highly- rated
securities. A projection of, or an actual, economic downturn could cause a decline in the value of lower credit quality securities
because the ability of obligors of mortgages underlying MBS to make principal and interest payments may be impaired. In such
an event, existing credit support in the securitization structure may be insufficient to protect us against loss of our principal on
these securities. We may not control the special servicing of the mortgage loans included in CMBS in which we invest, and, in
such cases, the special servicer may take actions that could adversely affect our interests. With respect to each series of CMBS in
which we may invest, overall control over the special servicing of the related underlying mortgage loans is held by a “ directing
certificate holder ” or a ““ controlling class representative, ”” which is appointed by the holders of the most subordinate class of
CMBS in such series. Depending on the class of CMBS in which we invest, we may not have the right to appoint the directing
certificate holder. In connection with the servicing of the specially serviced mortgage loans, the related special servicer may, at
the direction of the directing certificate holder, take actions with respect to the specially serviced mortgage loans that could
adversely affect our interests and have a negative impact on our results of operations, financial condition and business. Due
diligence of potential assets may not reveal all of the liabilities associated with such assets and may not reveal other weaknesses
in such assets, which could lead to losses. Before making an asset acquisition, we will assess the strengths and weaknesses of
the originator or issuer of the asset as well as other factors and characteristics that are material to the performance of the asset. In
making the assessment and otherwise conducting customary due diligence, we will rely on resources available to us, including
third party loan originators and servicers. This process is particularly important with respect to newly formed originators or
issuers because there may be little or no information publicly available about these entities and assets. There can be no
assurance that our due diligence process will uncover all relevant facts or that any asset acquisition will be successful, which
could lead to losses in the value of our portfolio. We depend on third- party service providers, including mortgage servicers, for
a variety of services related to our RMBS. We are, therefore, subject to the risks associated with third- party service providers.
We depend on a variety of services provided by third- party service providers related to our RMBS. We rely on the mortgage
servicers who service the mortgage loans backing our RMBS to, among other things, collect principal and interest payments and
administer escrow accounts on the underlying mortgages and perform loss mitigation services. If a servicer is not vigilant in
seeing that borrowers make their required monthly payments, borrowers may be less likely to make these payments, resulting in
a higher frequency of default. If a servicer takes longer to liquidate non- performing mortgages, our losses related to those loans
may be higher than originally anticipated. Any failure by servicers to service these mortgages and / or to competently manage
and dispose of properties could negatively impact the value of these investments and our financial performance. Further, the
foreclosure process, especially in judicial foreclosure states such as New York, Florida and New Jersey, can be lengthy and
expensive, and the delays and costs involved in completing a foreclosure and liquidating such property through sale may
materially increase any related loss. A decline in the market value of our mortgage- backed securities may adversely affect our
results of operations and financial condition. All of our mortgage- backed securities are reported at fair value. Their value may
fluctuate due to a number of factors including, among others, market volatility, geopolitical events and changes in credit spreads,
spot and forward interest rates, and actual and anticipated prepayments. They may also fluctuate in value due to increased or
reduced demand. The level of demand may be impacted by, among other things, interest rates, capital flows, economic
conditions, and government policies and actions, such as purchases and sales by the Federal Reserve. Changes in the market
values of these assets impact our stockholders’ equity and declines in market value adversely affect our book value per common
share. For a discussion of how we determine our provision for credit losses, see Note 2- “ Summary of Significant Accounting
Policies ” of our consolidated financial statements in Part IV of this Report. The fair value of certain of our investments may
fluctuate over short periods of time, and our determinations of fair value may differ materially from the values that would have
been used if a ready market for these investments existed. The value of our common stock and preferred stock, results of
operations, our financial condition and business could be adversely affected if our determinations regarding the fair value of
these investments were materially higher than the values that we ultimately realize upon their disposal. We have at times
experienced significant declines in the fair value of our investments as a result of market volatility. If we experience a decline in
the fair value of our investments as a result of future uncertain market conditions, it could materially and adversely affect our
business, results of operations, financial condition, stock price, liquidity and ability to make distributions to our stockholders.
Our business strategy is dependent upon our ability to use leverage to finance our assets through borrowings from repurchase
agreements and other secured and unsecured forms of borrowing We expect our —Fhe-ameunt-oflcverage to vary with we-may
deployforpartieutar-assets-withdependupen-market conditions and our Managers-assessment of the eredit-tradeoffs between
risk and return on investments. We incur this leverage by borrowing against a substantial portion of the market value of
our assets. Leverage, which is fundamental to our investment strategy, creates significant risks and amplifies our risk



exposure to higher borrowing costs, changes in underlying asset values, changes in mortgage spreads, and other market
factors. Leverage also exposes us to the ﬂsks-= risk of t-hese—margln calls and defaults under our funding agreements,

with leverage are more acute durlng Volatlle market env1r0nments *the&eﬂdeihs*tevvheﬂ-he—quahtyhe-ﬁeweassets—
val-uat-ten—ef—etueassets—and ettfperlods of reduced market 11qu1d1ty —-—fegu}afeﬁ—feqtufemeﬁts%ueeuﬁent—aﬂd-peteﬂﬁa-}

hquﬂaﬂerreﬁ*a-le—te—s&ttsfy—&l&ebhg&&eﬁs— We use repurchase agreement ﬁnancmg as a strategy to increase the return on our

assets. Our ability to fund our target assets may be impacted by our ability to secure repurchase agreement financing on
acceptable terms. We can provide no assurance that lenders will be willing or able to provide us with sufficient financing. In
addition, because repurchase agreements are short- term commitments of capital, lenders may respond to market conditions in a
manner that makes it more difficult for us to renew or replace, on a continuous basis, maturing short- term financings, and have
and may continue to impose less favorable conditions when rolling such financings. If we are not able to renew or roll our
repurchase agreements or arrange for new financing on terms acceptable to us, or if we default on our financial covenants, are
otherwise unable to access funds under our financing arrangements, or if we are required to post more collateral or face larger
haircuts on our financings, we may have to dispose of assets at significantly lower prices and at inopportune times, which could
cause significant losses, and may also force us to limit our asset acquisition activities. During market disruptions, such as during
the COVID- 19 pandemic, lenders have and may curtail their willingness to provide financing. This may require us to liquidate
collateral to satisfy funding requirements. In addition, if major market participants were to exit the repurchase agreement
financing business, the value of our portfolio could be negatively impacted, thus reducing our stockholders' equity, or book
value per common share. In addition, if the regulatory capital requirements imposed on our lenders change, they may be
required to significantly increase the cost of the financing that they provide to us. Our lenders also may revise their eligibility
requirements for the types of assets they are willing to finance or the terms of such financings, based on, among other factors,
the regulatory environment and their management of perceived risk, particularly with respect to assignee liability. When we
engage in repurchase transactions, we generally sell securities to lenders (repurchase agreement counterparties) and receive cash
from these lenders. The lenders are obligated to resell the same securities back to us at the end of the term of the transaction.
Because the cash we receive from the lender when we initially sell the securities to the lender is less than the value of those
securities (this difference is the haircut), if the lender defaults on its obligation to resell the same securities back to us we may
incur a loss on the transaction equal to the amount of the haircut (assuming there was no change in the value of the securities).
As of December 31, 2623-2024 , ro-one counterparty held collateral that exceeded the amounts borrowed under the related
repurchase agreements by more than $ 39-36 . +5 million, or 5 % of our stockholders’ equity. We may incur a loss on a
repurchase transaction if the value of the underlying securities has declined as of the end of the transaction term, as we would
have to repurchase the securities for their initial value but would receive securities worth less than that amount. Further, if we
default on one of our obligations under a repurchase transaction, the lender can terminate the transaction and refrain from
entering into any other repurchase transactions with us. Some of our repurchase agreements contain cross- default provisions, so
that if a default occurs under any one agreement, the lenders under our other agreements could also declare a default. Any losses
we incur on our repurchase transactions could adversely affect our earnings and thus our cash available for distribution to our
stockholders. The amount of financing we receive, or may in the future receive, under our repurchase agreements and other
financing arrangements, is directly related to the lenders’ valuation of the assets that secure the outstanding borrowings. Lenders
under our repurchase agreements typically have the absolute right to reevaluate the market value of the assets that secure
outstanding borrowings at any time. If a lender determines in its sole discretion that the value of the assets has decreased, it has
the right to initiate a margin call or increase collateral requirements, even if we believe that the decrease in value is temporary
including as a result of market volatility. Either decision would require us to transfer additional assets to such lender without any
advance of funds from the lender or to repay a portion of the outstanding borrowings. Any such margin call or increased
collateral requirements could have a material adverse effect on our results of operations, financial condition, business, liquidity
and ability to pay dividends to our stockholders, and could cause the value of our capital stock to decline. We may be forced to
sell assets at significantly depressed prices to meet such margin calls and to maintain adequate liquidity, which could cause us to
incur losses. Moreover, to the extent we are forced to sell assets at such time, given market conditions, we may be selling at the
same time as others facing similar pressures, which could exacerbate a difficult market environment, and which could result in
our incurring significantly greater losses on our sale of such assets. In an extreme case of market duress, a market may not even
be present for certain of our assets at any price. Such a situation would likely result in a rapid deterioration of our financial
condition and possibly necessitate a filing for bankruptcy protection. Further, financial institutions providing the repurchase
facilities may require us to maintain a certain amount of cash uninvested or to set aside non- levered assets sufficient to maintain
a specified liquidity position which would allow us to satisfy our collateral obligations. As a result, we may not be able to



leverage our assets as fully as desired, which could reduce our return on stockholders' equity. If we are unable to meet these
collateral obligations, our financial condition could deteriorate rapidly. A failure to comply with covenants in our repurchase
agreements and other financing arrangements would have a material adverse effect on us, and any future financings may require
us to provide additional collateral or pay down debt. We are subject to various covenants contained in our existing financing
arrangements and may become subject to additional covenants in connection with future financings. Many of our master
repurchase agreements require us to maintain compliance with various financial covenants, including a minimum tangible net
worth, specified financial ratios (such as total debt to total assets) and financial information delivery obligations. These
covenants may limit our flexibility to pursue certain investments or incur additional debt. If we fail to meet or satisfy any of
these covenants, we would be in default under these agreements, and our lenders could elect to declare outstanding amounts due
and payable, terminate their commitments, require the posting of additional collateral and / or enforce their interests against
existing collateral. We may also be subject to cross- default and acceleration rights and, with respect to collateralized debt, the
posting of additional collateral and foreclosure rights upon default. Further, this could also make it difficult for us to satisfy the
distribution requirements necessary to maintain our status as a REIT for U. S. federal income tax purposes. Our borrowings or
future borrowings under repurchase agreements for our target assets may qualify for special treatment under the U. S.
Bankruptcy Code. This would give our lenders the ability to avoid the automatic stay provisions of the U. S. Bankruptcy Code
and to take possession of and liquidate the assets that we have pledged under their repurchase agreements, without delay, if we
file for bankruptcy. Furthermore, the special treatment of repurchase agreements under the U. S. Bankruptcy Code may make it
difficult for us to recover our pledged assets if a lender party to such agreement files for bankruptcy. Part of our investment and
financing strategy involves entering into hedging transactions that could require us to fund cash payments in certain
circumstances (such as the early termination of the hedging instrument caused by an event of default or the decision by a
counterparty to request margin securities it is contractually owed under the terms of the hedging instrument). The amount due
would be equal to the unrealized loss of the open positions with the respective counterparty and could also include other fees
and charges. Such economic losses would be reflected in our results of operations, and our ability to fund these obligations
would depend on the liquidity of our assets and access to capital at the time, and the need to fund these obligations could
adversely impact our financial condition. We pursue various hedging strategies to seek to reduce our exposure to adverse
changes in interest rates on our liabilities and currency exchange rates. Our hedging activity varies in scope based on the level
and volatility of interest rates, currency exchange rates, the type of assets held and other changing market conditions. Hedging
may fail to protect or could adversely affect our earnings because, among other things: ¢ interest rate and / or currency hedging
can be expensive, particularly during periods of volatile markets; ¢ available interest rate hedges may not correspond directly
with the interest rate risk for which protection is sought; ¢ the duration of the hedges may not match the duration of the
liabilities; ¢ the amount of income that a REIT may earn from hedging transactions (other than hedging transactions that satisfy
certain requirements of the Internal Revenue Code or that are done through a taxable REIT subsidiary (“ TRS *)) to offset
interest rate losses is limited by U. S. federal tax provisions governing REITs; ¢ the credit quality of the hedging counterparty
owing money on the hedge may be downgraded to such an extent that it impairs our ability to sell or assign our side of the
hedging transaction; and * the hedging counterparty owing money in the hedging transaction may default on its obligation to
pay. In addition, the enforceability of agreements underlying hedging transactions may depend on compliance with applicable
statutory and commodity and other regulatory requirements and, depending on the identity of the counterparty, applicable
international requirements. Any actions taken by regulators could constrain our investment strategy and could increase our
costs, either of which could materially and adversely impact our results of operations. We attempt to limit, or hedge against,
the adverse effect of changes in interest rates on the value of our assets and financing costs, subject to complying with
REIT tax requirements. Hedging strategies are complex and do not fully protect against adverse changes under all
circumstances. Our business model also calls for accepting certain amounts of risk. Consequently, our hedging activities
are generally designed to limit interest rate exposure, but not to eliminate it, and they are generally not designed to hedge
against spread risk and other risks inherent to our business model. Our hedging strategies may vary in scope based on
our portfolio composition, liabilities and our assessment of the level and volatility of interest rates, expected
prepayments, credit and other market conditions, and are expected to change over time. We could fail to properly assess
a risk or fail to recognize a risk entirely, leaving us exposed to losses without the benefit of any offsetting hedges.
Furthermore, the techniques and derivative instruments we select may not have the effect of reducing our risk. Poorly
designed hedging strategies or improperly executed transactions could increase our risk of loss. Hedging activities could
also result in losses if the hedged event does not occur. Numerous other factors can impact the effectiveness of our
hedging strategies, including the following: * the cost of interest rate hedges; * the degree to which the interest rate hedge
benchmark rate correlates to the interest rate risk being hedged;  the degree to which the duration of the hedge matches
that of the related asset or liability, particularly as interest rates change; * the amount of income that a REIT may earn
from hedging transactions that do not satisfy certain requirements of the Internal Revenue Code or that are not done
through a TRS; and * the degree to which the value of our interest rate hedges changes relative to our assets as a result of
fluctuations in interest rates, passage of time, or other factors. Additionally, regulations adopted by the CFTC could
adversely affect our ability to engage in derivative transactions or impose increased margin requirements and require
additional operational and compliance costs. Consequently, our hedging strategies may fail to protect us from loss and
could even result in greater losses than if we had not entered in the hedge transaction. We are required to post margin
when entering into a hedging instrument that is traded on an exchange or administered through a clearing house. The
amount of margin is set for each derivative by the exchange or clearinghouse. In prior periods, exchanges have required
additional margin in response to events having, or expected to have, adverse economic consequences. Future adverse
economic developments or market uncertainty and any proposed new reporting requirements by self- regulatory



authorities and Congress, may result in increased margin requirements for our hedging instruments, which may have a
material adverse effect on our liquidity, financial condition and results of operations. We may enter into derivative
contracts that expose us to contingent liabilities, and those contingent liabilities may not appear on our balance sheet. We may
invest in synthetic securities, credit default swaps, and other credit derivatives, which expose us to additional risks. We have
entered into, and may again in the future enter into, derivative contracts that could require us to make cash payments in certain
circumstances. Potential payment obligations would be contingent liabilities and may not appear on our balance sheet. Our
ability to satisfy these contingent liabilities depends on the liquidity of our assets and our access to capital and cash. The need to
fund these contingent liabilities could adversely impact our financial condition. We may invest in synthetic securities, credit
default swaps, and other credit derivatives that reference other real estate securities or indices. These investments may present
risks in excess of those resulting from the referenced security or index. These investments are typically a contractual relationship
with counterparties and not an acquisition of a referenced security or other asset. In these types of investments, we have no right
to directly enforce compliance with the terms of the referenced security or other assets and we have no voting or other
consensual rights of ownership with respect to the referenced security or other assets. In the event of insolvency of a
counterparty, we will be treated as a general creditor of the counterparty and will have no claim of title with respect to the
referenced security. The markets for these types of investments may not be liquid. Many of these investments incorporate “ pay
as you go ” credit events. For example, the terms of credit default swaps are still evolving and may change significantly, which
could make it more difficult to assign such an instrument or determine the *“ loss ” under the underlying agreement. In a credit
default swap, the party wishing to ““ buy ” protection will pay a premium. When interest rates, spreads or the prevailing credit
premiums on credit default swaps change, the amount of the termination payment due could change by a substantial amount. In
an illiquid market, the determination of this change could be difficult to ascertain and, as a result, we may not achieve the
desired benefit of entering into this contractual relationship. As of December 31, 2623-2024 , we have no outstanding credit
default swaps. We may over time enter into these types of investments as the market for them evolves and during times when
we attempt to hedge some of the risks of our investments, to enhance returns, to serve as a substitute for an underlying asset, to
reduce transaction costs or preserve capital. Our efforts to manage the risk associated with these investments, including
counterparty risks, may prove to be insufficient in enabling us to generate the returns anticipated. We may invest in Agency
MBS TBA securities as an alternate means of gaining exposure to the Agency MBS market. A TBA contract is an agreement to
purchase or sell, for future delivery, an Agency MBS with a specified issuer, term and coupon. A TBA dollar roll is a transaction
where two TBA contracts with the same terms but different settlement dates are simultaneously bought and sold. The price
difference between those two contracts is commonly referred to as the “ drop ” and is a reflection of the expected net interest
income from an investment in similar Agency mortgage- backed securities, net of an implied financing cost, which would be
foregone as a result of settling the contract in the later month rather than in the earlier month. Accordingly, TBA dollar roll
income generally represents the economic equivalent of the net interest income earned on the underlying Agency mortgage-
backed security less an implied financing cost. Consequently, dollar roll transactions and such forward purchases of Agency
securities represent a form of off- balance sheet financing and increase our * at risk ” leverage. The economic return of a TBA
dollar roll generally equates to interest income on a generic TBA- eligible security less an implied financing cost, and there may
be situations in which the implied financing cost exceeds the interest income, resulting in negative carry on the position. If we
roll our TBA dollar roll positions when they have a negative carry, the positions would decrease net income and amounts
available for distributions to stockholders. There may be situations in which we are unable or unwilling to roll or sell our TBA
dollar roll positions. The TBA transaction could have a negative carry or otherwise be uneconomical, we may be unable to find
counterparties with whom to trade in sufficient volume, or we may be required to collateralize the TBA positions in a way that is
uneconomical. Because TBA dollar rolls represent implied financing, an inability or unwillingness to roll has effects similar to
any other loss of financing. If we do not roll our TBA positions before the settlement date, we would have to take delivery of the
underlying securities and settle our obligations for cash. We may not have sufficient funds or alternative financing sources
available to settle such obligations. Counterparties may also make margin calls as the value of a generic TBA- eligible security
(and therefore the value of the TBA contract) declines. Margin calls on TBA positions, or failure to roll TBA positions, could
have the effects described in the liquidity risks described above. Elevated inflation, interest rate volatility, a recessionary period,
adverse trends in employment levels, pandemics or endemics, geopolitical instability or conflicts, trade or supply chain
disruptions, economic or other sanctions, uncertainty regarding the breach of the U. S. debt ceiling or a sustained capital market
correction could have an adverse effect on our business, including on the value of our investments and collateral securing our
financing, which can impact our liquidity. Any deterioration of the real estate market as a result of these conditions may cause
us to experience losses related to our assets and to sell assets at a loss. We conduct our operations so that neither we, nor our
operating partnership, IAS Operating Partnership LP (the “ Operating Partnership ), nor the subsidiaries of the Operating
Partnership are required to register as an investment company under the 1940 Act. Section 3 (a) (1) (A) of the 1940 Act defines
an investment company as any issuer that is or holds itself out as being engaged primarily in the business of investing,
reinvesting or trading in securities. We believe neither we nor our Operating Partnership will be considered an investment
company under Section 3 (a) (1) (A) of the 1940 Act. Rather, through our Operating Partnership’ s wholly owned or majority-
owned subsidiaries, we and our Operating Partnership will be primarily engaged in the non- investment company businesses of
these subsidiaries, namely the business of purchasing or otherwise acquiring real property, mortgages and other interests in real
estate. Section 3 (a) (1) (C) of the 1940 Act defines an investment company as any issuer that is engaged or proposes to engage
in the business of investing, reinvesting, owning, holding or trading in securities and owns or proposes to acquire investment
securities having a value exceeding 40 % of the value of the issuer’ s total assets (exclusive of U. S. government securities and
cash items) on an unconsolidated basis, which we refer to as the 40 % test. Excluded from the term “ investment securities, ”
among other things, are U. S. government securities and securities issued by majority- owned subsidiaries that are not



themselves investment companies and are not relying on the exception from the definition of investment company set forth in
Section 3 (c) (1) or Section 3 (c) (7) of the 1940 Act. We are a holding company that conducts business through the Operating
Partnership and the Operating Partnership’ s wholly owned or majority- owned subsidiaries. Both we and the Operating
Partnership conduct our operations so that we comply with the 40 % test. Accordingly, the securities issued by these subsidiaries
that are excepted from the definition of “ investment company ” under Section 3 (c) (1) or Section 3 (c) (7) of the 1940 Act,
together with any other investment securities the Operating Partnership may own, may not have a value in excess of 40 % of the
value of the Operating Partnership' s total assets (exclusive of U. S. government securities and cash items) on an unconsolidated
basis. Compliance with the 40 % test limits the types of businesses in which we are permitted to engage through our
subsidiaries. Furthermore, certain of the Operating Partnership’ s current subsidiaries and subsidiaries that we may form in the
future intend to rely upon an exception from the definition of investment company under Section 3 (c) (5) (C) of the 1940 Act,
which is available for entities “ primarily engaged in the business of purchasing or otherwise acquiring mortgages and other
liens on and interests in real estate. ” This exception generally requires that at least 55 % of a subsidiary’ s portfolio must be
comprised of qualifying assets and at least 80 % of its portfolio must be comprised of qualifying assets and real estate- related
assets (and no more than 20 % comprised of miscellaneous assets). In analyzing a subsidiary' s compliance with Section 3 (c)
(5) (C) of the 1940 Act, we classify investments based in large measure on SEC staff guidance, including no- action letters, and,
in the absence of SEC guidance, on our view of what constitutes a qualifying real estate asset and a real estate- related asset.
Qualification for an exception from the definition of investment company under the 1940 Act limits our ability to make certain
investments. Therefore, the Operating Partnership’ s subsidiaries may need to adjust their respective assets and strategy from
time- to- time to continue to rely on the exception from the definition of investment company under Section 3 (c) (5) (C) of the
1940 Act. Any such adjustment in assets or strategy is not expected to have a material adverse effect on our business or strategy.
There can be no assurance that we will be able to maintain this exception from the definition of investment company for the
Operating Partnership’ s subsidiaries intending to rely on Section 3 (c) (5) (C) of the 1940 Act. We may in the future organize
one or more subsidiaries that seek to rely on other exceptions from being deemed an investment company under the 1940 Act.
Any such subsidiary would need to be structured to comply with any guidance that may be issued by the SEC staff, including
no- action letters, and, in the absence of SEC guidance, on our view of what constitutes a qualifying real estate asset and a real
estate- related asset. There can be no assurance that the laws and regulations governing the 1940 Act status of REITs will not
change in a manner that adversely affects our operations or inhibits our ability to pursue our strategies. Any issuance of more
specific or different guidance relating to the relevant exemptions and exceptions from the definition of an investment company
under the 1940 Act could similarly affect or inhibit our operations. If we, the Operating Partnership or its subsidiaries fail to
maintain an exemption from the 1940 Act, we could, among other things, be required to (a) change the investments that we hold
or the manner in which we conduct our operations to avoid being required to register as an investment company, (b) effect sales
of our assets in a manner that, or at a time when, we would not otherwise choose to do so, or (c) register as an investment
company. Any of these events could cause us to incur losses and negatively affect the value of our capital stock, the
sustainability of our business model, and our ability to pay dividends, which could have an adverse effect on our business and
the market price for our shares of capital stock. In addition, if it were established that we were an unregistered investment
company, there would be a risk that we would be subject to monetary penalties or injunctive relief imposed by the SEC. We are
highly dependent on information technology, and any and failures of or damage to, attack on or unauthorized access to our
Manager’ s information technology systems or facilities, or those of third parties with which we do business or that facilitate our
business activities, including as a result of cyber- attacks, could result in significant limits on our ability to conduct our
operations and activities, costs and reputational damage. We are highly dependent on the use of various third- party information
and security technology and other technology systems to operate our business, including those of our Manager and other service
providers. We are also dependent on the effectiveness of our Manager’ s information and cyber security infrastructure, policies,
procedures and capabilities to protect our technology and digital systems and the data that reside on or are transmitted through
them. We and our Manager use technology to, among other things, manage and trade portfolio investments, obtain
securities pricing information, process transactions, protect the privacy of clients', employees' and business partners'
data, and support our other operations. In recent years, several financial services firms suffered cyber- attacks launched both
domestically and from abroad, resulting in the disruption of services to clients, loss or misappropriation of confidential data,
litigation and regulatory enforcement actions and reputational harm. Cyber security incidents and cyber- attacks have been
occurring globally at a more frequent and severe level. Our Manager’ s status as a global financial institution and the nature of
its client base may enhance the risk that it is targeted by such cyber threats, which could impact us. Although our Manager takes
protective measures, including measures to effectively secure information through system security technology, has many
controls, processes, digital backup and recovery processes in place, and seeks to continually monitor and develop its systems to
protect its and our technology infrastructure and data from misappropriation or corruption, our Manager’ s technology systems
may still be vulnerable to unauthorized access as a result of an external attack, actions by its employees or vendors with access to
its systems, computer malware or other events that have a security impact and that result in the disclosure or release of
confidential information inadvertently or through malfeasance, or result in the loss (temporarily or permanently) of data,
applications or systems. The third parties with which we or our Manager do business or which facilitate our business activities,
including financial intermediaries and technology infrastructure, data storage and service providers, are also susceptible to the
foregoing risks (including those related to the third parties with which they are similarly interconnected or on which they
otherwise rely), and our or their business operations and activities may therefore be adversely affected, perhaps materially, by
failures, terminations, errors or malfeasance by, or attacks or constraints on, one or more financial, technology or infrastructure
institutions or intermediaries with whom we or they are interconnected or conduct business. We do not control the cyber
security plans and systems put in place by our Manager and third- party service providers, and such service providers may have



limited indemnification obligations to us or our Manager. A breach of our Manager' s technology systems could damage our
reputation and eatise-could result in unauthorized disclosure or modification or loss of sensitive or confidential
information (including client data); unauthorized disclosure, modification or loss of proprietary information relating to
our business; delays or other problems in our securities trading activities and financial, accounting and other data processing
activities; breach and termination of client contracts; liability for stolen assets, information or identity; remediation costs to
repair damage caused by the breach, including damage to systems and recovery of lost data; additional security costs to mitigate
against future incidents; regulatory actions (including fines and penalties, which could be material) and litigation costs resulting
from the incident. These consequences could have a material adverse effect on our operating results and negatively affect the
market price of our capital stock and our ability to pay dividends to our stockholders. In addition, any insurance we maintain
against the risk of this type of loss may not be sufficient to cover all actual losses or may not apply to circumstances relating to
any particular breach or other cyber incident. The recent advancements in and increased use of Al present risks and
challenges that may adversely impact our business. Our Manager or its or our third- party vendors, clients or
counterparties have developed, and may continue to develop or incorporate Al technology in certain business processes,
services or products. The development and use of Al presents a number of risks and challenges. The legal and regulatory
environment relating to Al is uncertain and rapidly evolving, in the U. S. and internationally, and includes regulation
targeted specifically at Al technology, as well as provisions in intellectual property, privacy, consumer protection,
employment and other laws applicable to the use of AL These evolving laws and regulations could require changes in our
Manager’ s implementation of Al technology, increase its or our compliance costs and the risk of non- compliance, and
restrict or impede its ability to develop, adopt and deploy Al technologies efficiently and effectively. AI models,
particularly generative AI models, may produce output or take action that is incorrect or outdated, that result in the
release of personal, confidential or proprietary information, that reflect biases included in the data on which they are
trained or introduced during the training or fine tuning process, that infringe on the intellectual property rights of
others, or that is otherwise harmful. In addition, the complexity of many AI models makes it challenging to understand
why they are generating particular outputs. This limited transparency increases the challenges associated with assessing
the proper operation of Al technology, understanding and monitoring the capabilities of the Al technology developed by
third parties, and, to that extent, are dependent in part on the manner in which those third parties develop and train
their models, including risks arising from the inclusion of any unauthorized material in the training data for their
models, and the effectiveness of the steps these third parties have taken to limit the risks associated with the output of
their models, matters over which we or our Manager may have limited visibility. Any of these risks could expose our
Manager or us to liability or adverse legal or regulatory consequences and harm its or our reputation and the public
perception of its or our business or the effectiveness of our security measures. In addition to our Manager’ s use of Al
technologies, it and we are exposed to risks arising from the use of Al technologies by bad actors to commit fraud and
misappropriate funds and to facilitate cyberattacks. Generative Al if used to perpetrate fraud or launch cyberattacks,
could result in losses, liquidity outflows, or other adverse effects at a particular financial institution or exchange. If our
Manager’ s use of AI becomes controversial, it or we may experience brand or reputational harm, competitive harm, or
legal liability. Our Manager utilizes quantitative models to support investment decisions and investment processes, including
those related to our portfolio management and risk analysis. Any errors in the underlying models or model assumptions could
have unanticipated and adverse consequences on our business and reputation. If our Manager underestimates losses relative to
the price we pay for a particular investment, we may experience losses or a lower yield than expected. We may repurchase
shares of our common stock and preferred stock from time to time. Share repurchases may negatively impact our compliance
with covenants in our financing agreements and regulatory requirements (including maintaining exclusions from the
requirements of the 1940 Act and qualification as a REIT). Any compliance failures associated with share repurchases could
have a material negative impact on our business, financial condition and results of operations. Share repurchases also may
negatively impact our ability to invest in our target assets in the future. As of December 31, 2623-2024 , 1, 816, 398-359 shares
of common stock were available under our Board- authorized share repurchase program. In May 2022, our board of directors
approved a share repurchase program for our Series B and Series C Preferred Stock. During the year ended December 31, 2623
2024 , we repurchased and retired +5+138 , 637008 shares of our Series B Preferred Stock (prior to redemption) and 27+-338
,63+780 shcnes of our Serles C Preferred Stock As of December 31, %92—3—2024 we had authority to purehase-purchased +
706 , 659 A additional shares of our Series C Preferred
Stock under the current share repurchdse program. We may engage in share repurchdses from time- to- time through open
market purchases, including block purchases or privately negotiated transactions, or under any trading plan that may be adopted
in accordance with Rules 10b5- 1 and 10b- 18 of the Exchange Act. Certain of our financing agreements have financial
covenants, including covenants related to maintaining a certain level of stockholders' equity, that may be impacted by our share
repurchases. In addition, we generally fund share repurchases with interest income or income from the sale of our assets. The
sale of assets to fund share repurchases could impact the allocation of our portfolio for purposes of maintaining an exclusion
from the requirements of the 1940 Act and could impact our ability to comply with income and asset tests required to qualify as
a REIT. The failure to comply with covenants in our financing agreements, to maintain our exemption from the 1940 Act or to
qualify as a REIT could have a material negative impact on our business, financial condition and results of operations. In
addition, our decision to repurchase shares of our common stock or other securities and reduce our stockholders' equity could
adversely affect our competitive position and could negatively impact our ability in the future to invest in assets that have a
greater potential return than the repurchase of our common stock. The preparation of our financial statements involves use of
estimates, judgments and assumptions, and our financial statements may be materially affected if our estimates prove to be
inaccurate. Financial statements prepared in accordance with U. S. GAAP require the use of estimates, judgments and




assumptions that affect the reported amounts. Different estimates, judgments and assumptions reasonably could be used that
would have a material effect on the financial statements, and changes in these estimates, judgments and assumptions are likely to
occur from period to period in the future. Significant areas of accounting requiring the application of management’ s judgment
include, but are not limited to, determining the fair value of investment securities and interest income recognition. These
estimates, judgments and assumptions are inherently uncertain, and, if they prove to be wrong, we face the risk that charges to
income will be required. Any such charges could significantly harm our business, financial condition, results of operations and
the price of our securities. Refer to Item 7. “ Management’ s Discussion and Analysis of Financial Condition and Results of
Operations- Critical Accounting Policies and Estimates ” in Part II of this Report for a discussion of the accounting estimates,
judgments and assumptions that we believe are the most critical to an understanding of our business, financial condition and
results of operations. Changes in the fair value of our derivatives may result in volatility in our U. S. GAAP earnings. We enter
into derivative transactions to reduce the impact that changes in interest rates will have on our net interest margin. Changes in
the fair value of our derivatives are recorded in our consolidated statement of operations as “ gain (loss) on derivative
instruments, net ” and may result in volatility in our U. S. GAAP earnings. The total changes in fair value may exceed our
consolidated net income in any period or for a full year. Volatility in our net income may adversely affect the price of our capital
stock. Generally, the cumulative net income we report over the life of an asset will be the same for U. S. GAAP and tax
purposes, although the timing of this income recognition over the life of the asset could be materially different. Differences exist
in the accounting for U. S. GAAP net income and REIT taxable income, which can lead to significant variances in the amount
and timing of when income and losses are recognized under these two measures. Due to these differences, our reported U. S.
GAAP financial results could materially differ from our determination of REIT taxable income, which impacts our dividend
distribution requirements. Therefore, our U. S. GAAP results may not be an accurate indicator of future REIT taxable income
and dividend distributions. Capital gains and losses in a period may impact REIT taxable income and impact the dividend paid
in future periods. We have no separate facilities and are completely reliant on our Manager. We do not have any employees. Our
executive officers are employees of our Manager or one of its affiliates. Our Manager has significant discretion as to the
implementation of our investment and operating policies and strategies. Accordingly, we believe that our success depends to a
significant extent upon the efforts, experience, diligence, skill and network of business contacts of the executive officers and key
personnel of our Manager. The executive officers and key personnel of our Manager evaluate, negotiate, close and monitor our
investments; therefore, our success depends on their continued service. The departure of any of the executive officers or key
personnel of our Manager who provide management services to us could have a material adverse effect on our performance. In
addition, we offer no assurance that our Manager will remain our investment manager or that we will continue to have access to
our Manager’ s professionals. The initial term of our management agreement with our Manager expired on July 1,2011. The
agreement automatically renews for successive one- year terms, and the management agreement is currently in a renewal term.
If the management agreement is terminated and no suitable replacement is found to manage us, we may not be able to execute
our business plan. Moreover, our Manager is not obligated to dedicate certain of its personnel exclusively to us nor is it
obligated to dedicate any specific portion of its time to our business. We are subject to conflicts of interest arising out of our
relationship with Invesco and our Manager. Specifically, each of our officers and certain members of our board of directors are
employees of our Manager or one of its affiliates. Our Manager and our executive officers may have conflicts between their
duties to us and their duties to, and interests in, Invesco. We compete for investment opportunities directly with other client
accounts and funds managed by our Manager or Invesco and its subsidiaries. A substantial number of client accounts and funds
managed by our Manager have exposure to our target assets. In addition, in the future our Manager may have additional clients
or fund products that compete directly with us for investment opportunities. Our Manager and our executive officers may choose
to allocate favorable investments to other clients of Invesco instead of to us. Further, when there are turbulent conditions in the
mortgage markets, distress in the credit markets or other times when we will need focused support and assistance from our
Manager, Invesco or entities for which our Manager also acts as an investment manager will likewise require greater focus and
attention, placing our Manager’ s resources in high demand. In such situations, we may not receive the level of support and
assistance that we may have received if we were internally managed or if our Manager did not act as a manager for other
entities. Our Manager has investment allocation policies in place where appropriate intended to enable us to share equitably with
the other clients and fund products of our Manager or Invesco and its subsidiaries. There is no assurance that our Manager’ s
allocation policies that address some of the conflicts relating to our access to investment and financing sources will be adequate
to address all of the conflicts that may arise. Therefore, we may compete for investment or financing opportunities sourced by
our Manager and, as a result, we may either not be presented with the opportunity or have to compete with other clients and fund
products of our Manager or clients and fund products of Invesco and its subsidiaries to acquire these investments or have access
to these sources of financing. Our Manager would have a conflict in recommending our participation in any equity investment it
manages. Our Manager has a conflict of interest in recommending our participation in any equity investment it manages because
the fees payable to it may be greater than the fees payable by us under the management agreement. With respect to equity
investments, we have made in partnerships managed by an affiliate of our Manager, our Manager has agreed to waive base
management fees at the equity investment level to avoid duplication of fees. To address any potential conflict of interest, we
require the terms of any equity investment managed by our Manager to be approved by our audit committee consisting of our
independent directors. However, there can be no assurance that all conflicts of interest will be eliminated. 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 it may be costly and difficult to terminate. Our executive officers and certain
members of our board of directors are employees of our Manager or one of its affiliates. 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. Termination of the management agreement with our Manager without cause is



difficult and costly. Our independent directors review our Manager’ s performance and the management fees annually, and the
management agreement may be terminated annually upon the affirmative vote of at least two- thirds of our independent
directors based upon: (1) our Manager’ s unsatisfactory performance that is materially detrimental to us, or (2) a determination
that the management fees payable to our Manager are not fair, subject to our Manager’ s right to prevent termination based on
unfair fees by accepting a reduction of management fees agreed to by at least two- thirds of our independent directors.
Additionally, upon such a termination, the management agreement provides that we will pay our Manager a termination fee
equal to three times the sum of our average annual management fee during the 24- month period before termination, calculated
as of the end of the most recently completed fiscal quarter. These provisions may increase the cost of terminating the
management agreement and may adversely affect our ability to terminate our Manager without cause. If the management
agreement is terminated and no suitable replacement is found to manage us, we may not be able to execute our business plan.
Under the management agreement, our Manager does not assume any responsibility other than to render the services called for
thereunder and is not responsible for any action of our board of directors in following or declining to follow its advice or
recommendations. Our Manager maintains a contractual, as opposed to a fiduciary, relationship with us. Under the terms of the
management agreement, our Manager, its officers, stockholders, members, managers, partners, directors and personnel, any
person controlling or controlled by our Manager and any person providing sub- advisory services to our Manager will not be
liable to us, any subsidiary of ours, our directors, our stockholders or any subsidiary’ s stockholders or partners 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, or reckless disregard of their duties under the management agreement, as determined
by a final non- appealable order of a court of competent jurisdiction. We have agreed to indemnify our Manager, its officers,
stockholders, members, managers, directors and personnel, any person controlling or controlled by our Manager and any person
providing sub- advisory services to our Manager 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, or reckless disregard of
duties, performed in good faith in accordance with and pursuant to the management agreement. Our board of directors approved
wery-broad investment guidelines for our Manager and does not approve each investment and financing decision made by our
Manager. Our Manager is authorized to follow wery-broad investment guidelines. Our board of directors will periodically review
our investment guidelines and our investment portfolio but does not, and is not required to, review all of our proposed
investments, except that an investment in a security structured or issued by an entity managed by Invesco must be approved by
our Audit Committee before such investment may be made. In addition, in conducting periodic reviews, our board of directors
may rely primarily on information provided to them by our Manager. Our Manager has great latitude within the broad
parameters of our investment guidelines in determining the types and amounts of target assets and financing arrangements it may
decide are attractive investments for us, which could result in investment returns that are substantially below expectations or that
result in losses, which would materially and adversely affect our business operations and results. We pay quarterly dividends to
our stockholders in an amount such that we distribute all or substantially all of our REIT taxable income in each year, subject to
certain adjustments. We have not established a minimum dividend payment level, and our ability to pay dividends may be
adversely affected by a number of factors, including the risk factors described in this Report. All dividends will be made at the
discretion of our board of directors and will depend on our earnings, our financial condition, debt covenants, maintenance of our
REIT qualification, applicable provisions of Maryland law and other factors as our board of directors may deem relevant from
time to time. We believe that a change in any one of the following factors and other factors described in the risk factors in this
Report could adversely affect our results of operations and impair our ability to pay dividends to our stockholders: * our ability
to make profitable investments; * margin calls or other expenses that reduce our cash flow;  defaults in our asset portfolio or
decreases in the value of our portfolio; and « the fact that anticipated operating expense levels may not prove accurate, as actual
results may vary from estimates. We cannot assure our stockholders that we will achieve investment results that will allow us to
make a specified level of cash distributions or increases in cash distributions in the future. In addition, some of our distributions
may include a return of capital. We have shares of Series B-Preferred-Stoeleand-Series-C Preferred Stock issued and outstanding.
If we decide to issue debt or equity securities in the future that would rank senior to our common stock, it is likely that they will
be governed by an indenture or other instrument containing covenants restricting our operating flexibility. Any convertible or
exchangeable securities that we issue in the future may have rights, preferences and privileges more favorable than those of our
common stock and may result in dilution to owners of our common stock. For example, our preferred shares have a preference
on liquidating distributions and a preference on dividend payments that could limit our ability to make a distribution to the
holders of our common stock. We and, indirectly, our stockholders, will bear the cost of issuing and servicing such securities.
Because our decision to issue debt or equity 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. Holders of our common
stock are not entitled to preemptive rights or other protections against dilution. Thus, holders of our common stock will bear the
risk of our future offerings reducing the market price of our common stock and diluting the value of their stock holdings in us. In
addition, future issuances and sales of preferred stock on parity to our Series B-Preferred-Stoekorthe-Sertes-C Preferred Stock,
or the perception that such issuances and sales could occur, may also cause prevailing market prices for the SertesBPreferred
Steek;-Series C Preferred Stock and our common stock to decline and may adversely affect our ability to raise additional capital
in the financial markets at times and prices favorable to us. Certain provisions of Maryland law could inhibit changes in control.
Certain provisions of the Maryland General Corporation Law (the “ MGCL ") may have the effect of deterring a third party
from making a proposal to acquire us or of impeding a change in control under circumstances that otherwise could provide the
holders of our common stock with the opportunity to realize a premium over the then- prevailing market price of our common
stock. Under the MGCL, certain “ business combinations ” between us and an “ interested stockholder ” (defined generally as
any person who beneficially owns, directly or indirectly, 10 % or more of the voting power of the outstanding voting stock of



the corporation or an affiliate or associate of the corporation who, at any time within the two- year period immediately prior to
the date in question, was the beneficial owner, directly or indirectly, of 10 % or more of the voting power of the then
outstanding stock of the corporation) or an affiliate thereof are prohibited for five years after the most recent date on which the
stockholder becomes an interested stockholder. Thereafter, the MGCL imposes two super- majority stockholder voting
requirements on these business combinations. Under the statute, our board of directors has, by resolution, exempted business
combinations between us and any other person, provided that such business combination is first approved by our board of
directors (including a majority of our directors who are not affiliates or associates of such person). The “ control share ”
provisions of the MGCL provide that *“ control shares ” of a Maryland corporation (defined as voting shares of stock that, if
aggregated with all other shares of stock owned or controlled by the acquirer, would entitle the acquirer to exercise one of three
increasing ranges of voting power in electing directors) acquired in a “ control share acquisition ”” (defined as the direct or
indirect acquisition of issued and outstanding control shares) have no voting rights except to the extent approved by
stockholders 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 acquiror of control shares, officers of the corporation and employees of the corporation who are also
directors. Our bylaws contain a provision exempting from the control share acquisition statute any and all acquisitions by any
person of shares of our stock. There can be no assurance that this provision will not be amended or eliminated at any time in the
future. Additionally, Title 3, Subtitle 8 of the MGCL (*“ Subtitle 8 ’) permits our board of directors, without stockholder
approval and regardless of what is currently provided in our charter or bylaws, to implement certain corporate governance
provisions, some of which (for example, a classified board) we do not yet have. Our charter contains a provision whereby we
have elected to be subject to the provision of Subtitle 8 relating to the filling of vacancies on our board of directors. Through
provisions in our charter and bylaws unrelated to Subtitle 8, we vest in our board of directors the exclusive power to fix the
number of directorships, require the affirmative vote of stockholders entitled to cast not less than two- thirds of the votes entitled
to be cast generally in the election of directors to remove any director from our board of directors, which removal will be
allowed only for cause, and require the written request of stockholders entitled to cast at least a majority of all the votes entitled
to be cast on any matter in order to call a special meeting to act on such matter. These provisions may have the effect of
inhibiting a third party from making an acquisition proposal for us or of delaying, deferring or preventing a change in control of
us under circumstances that otherwise could provide the holders of shares of common stock with the opportunity to realize a
premium over the then- current market price. Ownership limitations may restrict change of control or business combination
opportunities in which our stockholders might receive a premium for their shares. For us to qualify as a REIT, no more than 50
% in value of our outstanding capital stock may be owned, directly or indirectly, by five or fewer individuals at any time during
the last half of any calendar year. To preserve our REIT qualification, among other purposes, our charter generally prohibits any
person from directly or indirectly owning more than 9. 8 % in value or in number of shares, whichever is more restrictive, of the
outstanding shares of our capital stock or more than 9. 8 % in value or in number of shares, whichever is more restrictive, of the
outstanding shares of our common stock. This ownership limitation could have the effect of discouraging a takeover or other
transaction in which holders of our common stock might receive a premium for their shares over the then- prevailing market
price or which holders might believe to be otherwise in their best interests. Our authorized but unissued shares of capital stock
may prevent a change in our control. Our charter authorizes us to issue additional authorized but unissued shares of common
stock or preferred stock. In addition, our board of directors may, without stockholder approval, amend our charter from time to
time to increase or decrease the aggregate number of shares of stock or the number of shares of stock of any class or series that
we have authority to issue and classify or reclassify any unissued shares of common stock or preferred stock and set the
preferences, rights and other terms of the classified or reclassified shares. As a result, our board of directors may establish a
class or series of shares of common stock or preferred stock that could delay or prevent a transaction or a change in control that
might involve a premium price for shares of our common stock or otherwise be in the best interests of our stockholders. The
change of control conversion feature of our Series B-Preferred-Stoekand-Sertes-C Preferred Stock may make it more difficult for
a party to acquire us or discourage a party from acquiring us. The change of control conversion feature of our SeriesBPreferred
Steek-and-Series C Preferred Stock may have the effect of discouraging a third party from making an acquisition proposal for us
or of delaying, deferring or preventing certain change of control transactions under circumstances that otherwise could provide
the holders of our common stock ;-Sertes-BPreferred-Stoek-and Series C Preferred Stock with the opportunity to realize a
premium over the then- current market price of such stock or that stockholders may otherwise believe is in their best interests.
Our rights and the rights of our stockholders to take action against our directors and officers are limited. Maryland law provides
that a director has no liability in the capacity as a director if he or she performs his or her duties in good faith, in a manner he or
she reasonably believes to be in the corporation’ s best interests and with the care that an ordinarily prudent person in a like
position would use under similar circumstances. As permitted by the MGCL, our charter limits the liability of our directors and
officers to us and our stockholders for money damages, except for liability resulting from: * actual receipt of an improper benefit
or profit in money, property or services; or * a final judgment based upon a finding of active and deliberate dishonesty by the
director or officer that was material to the cause of action adjudicated. In addition, our bylaws require us, to the maximum extent
permitted by Maryland law in effect from time to time, to indemnify and, without requiring a preliminary determination of the
ultimate entitlement to indemnification, pay or reimburse reasonable expenses in advance of final disposition of a proceeding to
(a) any individual who is a present or former director or officer and who is made or threatened to be made a party to the
proceeding by reason of his or her service in that capacity or (b) any individual who, while a director or officer and at our
request, serves or has served as a director, officer, partner or trustee of another corporation, real estate investment trust,
partnership, joint venture, trust, employee benefit plan, limited liability company or other enterprise and who is made or
threatened to be made a party to the proceeding by reason of his or her service in that capacity. As a result, we and our
stockholders may have more limited rights against our directors and officers than might otherwise exist under common law. We



are the sole general partner of our Operating Partnership and directly or indirectly conduct all of our business activities through
the Operating Partnership and its subsidiaries. As the sole general partner, we are liable for our Operating Partnership’ s debts
and other obligations. Therefore, if our Operating Partnership is unable to pay its debts and other obligations, we will be liable
for such debts and other obligations. These obligations could include unforeseen contingent liabilities and could materially
adversely affect our financial condition, operating results and ability to pay dividends to our stockholders. Risks Related to our
REIT Status and Certain Other Tax Items If we do not qualify to be taxed as a REIT, we will be subject to tax as a regular
corporation and could face a substantial tax liability. We have operated and expect to continue to operate so as to qualify to be
taxed as a REIT under the Code. However, qualification as a REIT involves the application of highly technical and complex
Code provisions for which only a limited number of judicial or administrative interpretations exist. Notwithstanding the
availability of cure provisions in the Code, various compliance requirements could be failed and could jeopardize our REIT
status. Furthermore, new tax legislation, administrative guidance or court decisions, in each instance potentially with retroactive
effect, could make it more difficult or impossible for us to qualify as a REIT. If we fail to qualify as a REIT in any tax year,
then: « we would be taxed as a regular domestic corporation, which under current laws would result in, among other things,
means-being unable to deduct dividends paid to stockholders in computing taxable income and being subject to federal and
applicable state and local income tax on our taxable income at regular corporate income tax rates; ¢ any resulting tax liability
could be substantial and could have a material adverse effect on our book value; ¢ unless we were entitled to relief under
applicable statutory provisions, we would be required to pay taxes, and therefore, our cash available for distribution to
stockholders would be reduced for each of the years during which we did not qualify as a REIT and for which we had taxable
income; and » we generally would not be eligible to re- elect to be taxed as a REIT for the subsequent four full taxable years.
We may be subject to adverse legislative or regulatory tax changes that could increase our tax liability, reduce our operating
flexibility and reduce the price of our stock. In recent years, numerous legislative, judicial and administrative changes have been
made in the provisions of U. S. federal income tax laws applicable to investments similar to an investment in shares of our stock.
The 2017 tax reform legislation commonly referred to as the Tax Cuts and Jobs Act has resulted in fundamental changes to the
Code, with many of the changes applicable to individuals applying only through December 31, 2025. Federal legislation
intended to ameliorate the economic impact of the COVID- 19 pandemic, the Coronavirus Aid, Relief and Economic Security
Act made technical corrections to, or modified on a temporary basis, certain of the provisions of the Tax Cuts and Jobs Act.
Although REITSs generally receive certain tax advantages compared to entities taxed as regular corporations, it is possible that
future legislation would result in a REIT having fewer tax advantages, and it could become more advantageous for a company
that invests in real estate assets and / or mortgage loans to elect to be treated for U. S. federal income tax purposes as a
corporation. As a result, our charter authorizes our board of directors to revoke or otherwise terminate our REIT election,
without the approval of our stockholders, if it determines that changes to U. S. federal income tax laws and regulations or other
considerations mean it is no longer in our best interests to qualify as a REIT. There can be no assurance that future tax law
changes will not increase income tax rates, impose new limitations on deductions, credits or other tax benefits, or make other
changes that may adversely affect our business, cash flows or financial performance or a stockholder’ s investment in us. You
are urged to consult with your tax advisor with respect to the impact of these legislative changes on your investment in our
shares and the status of legislative, regulatory or administrative developments and proposals and their potential effect on an
investment in our shares. To maintain our REIT status, we may have to borrow funds on a short- term basis during unfavorable
market conditions. To qualify as a REIT, we generally must distribute annually to our stockholders dividends equal to a
minimum of 90 % of our net taxable income, determined without regard to the dividends- paid deduction and excluding net
capital gains. We will be subject to regular corporate income taxes on any undistributed REIT taxable income, including
undistributed net capital gain, each year. Additionally, we will be subject to a 4 % nondeductible excise tax on any amount by
which dividends paid by us in any calendar year are less than the sum of 85 % of our ordinary income, 95 % of our capital gain
net income and 100 % of our undistributed income from previous years. Payments we make to our stockholders under our share
repurchase plan generally will not be taken into account for purposes of these distribution requirements. If we do not have
sufficient cash to make distributions necessary to preserve our REIT status for any year or to avoid taxation, we may be forced
to borrow funds or sell assets even if the market conditions at that time are not favorable for these borrowings or sales. These
options could increase our costs or reduce our equity. Compliance with REIT requirements may cause us to forgo otherwise
attractive opportunities, which may hinder or delay our ability to meet our investment objectives and reduce your overall return.
To qualify as a REIT, we are required at all times to satisfy tests relating to, among other things, the sources of our income, the
nature and diversification of our assets, the ownership of our stock and the amounts we distribute to our stockholders.
Compliance with the REIT requirements may impair our ability to operate solely on the basis of maximizing profits. For
example, we may be required to make distributions to stockholders at disadvantageous times or when we do not have funds
readily available for distribution. Compliance with REIT requirements may force us to liquidate or restructure otherwise
attractive investments. To qualify as a REIT, at the end of each calendar quarter, at least 75 % of the value of our assets must
consist of cash, cash items, government securities and qualified real estate assets. The remainder of our investments in securities
(other than qualified real estate assets, government securities and securities of our taxable REIT subsidiaries) generally cannot
include more than 10 % of the voting securities of any one issuer or more than 10 % of the value of the outstanding securities of
more than any one issuer (other than securities that qualify for the straight- debt safe harbor) unless we and such issuer jointly
elect for such issuer to be treated as a “ taxable REIT subsidiary ” under the Code. Debt will generally meet the “ straight debt
safe harbor if the debt is a written unconditional promise to pay on demand or on a specified date a certain sum of money, the
debt is not convertible, directly or indirectly, into stock, and the interest rate and the interest payment dates of the debt are not
contingent on the profits, the borrower’ s discretion, or similar factors. Additionally, no more than 5 % of the value of our assets
(other than government securities, qualified real estate assets and securities of our taxable REIT subsidiaries) can consist of the



securities of any one issuer, no more than 20 % of the value of our assets may be represented by securities of one or more
taxable REIT subsidiaries, and no more than 25 % of the value of our assets may consist of “ nonqualified publicly offered REIT
debt instruments. ” If we fail to comply with these requirements at the end of any calendar quarter, we must dispose of a portion
of our assets within 30 days after the end of the calendar quarter or qualify for certain statutory relief provisions in order to avoid
losing our REIT qualification and suffering adverse tax consequences. In order to satisfy these requirements and maintain our
qualification as a REIT, we may be forced to liquidate assets from our portfolio or not make otherwise attractive investments.
These actions could have the effect of reducing our income and amounts available for distribution to our stockholders. Our
charter does not permit any person or group to own more than 9. 8 % of our outstanding common stock or of our outstanding
capital stock of all classes or series, and attempts to acquire our common stock or our capital stock of all other classes or series in
excess of these 9. 8 % limits would not be effective without an exemption from these limits by our board of directors. For us to
qualify as a REIT under the Code, not more than 50 % of the value of our outstanding stock may be owned, directly or
indirectly, by five or fewer individuals (including certain entities treated as individuals for this purpose) during the last half of a
taxable year other than the first taxable year in which we are taxed as a REIT. For the purpose of assisting our qualification as a
REIT for U. S. federal income tax purposes, our charter prohibits beneficial or constructive ownership by any person or group of
more than a certain percentage, which is expected to be 9. 8 %, by value or by number of shares, whichever is more restrictive,
of the outstanding shares of our common stock or of our capital stock of all classes or series, which we refer to as the *
Ownership Limits. ” The constructive ownership rules under the Code and our charter are complex and may cause shares of the
outstanding common stock or capital stock owned by a group of related persons to be deemed to be constructively owned by one
person. As a result, the acquisition of less than 9. 8 % of our outstanding common stock or our capital stock by a person could
cause another person to be treated as owning in excess of 9. 8 % of our outstanding common stock or our capital stock,
respectively, and thus violate the Ownership Limits. There can be no assurance that our board of directors, as permitted in the
charter, will not decrease these Ownership Limits in the future. Any attempt to own or transfer shares of our common stock or
capital stock in excess of the Ownership Limits without the consent of our board of directors will result either in the shares in
excess of the limit being transferred by operation of our charter to a charitable trust, and the person who attempted to acquire
such excess shares not having any rights in such excess shares, or in the transfer being void. The Ownership Limits may have
the effect of precluding a change in control of us by a third party, even if such change in control would be in the best interests of
our stockholders or would result in receipt of a premium to the price of our common stock (and even if such change in control
would not reasonably jeopardize our REIT status). Any exemptions to the Ownership Limits granted in the future may limit our
board of directors’ power to increase the Ownership Limits or grant further exemptions. Non- U. S. stockholders may be
required to file U. S. federal income tax returns and pay U. S. federal income tax upon their receipt of certain distributions from
us or upon their disposition of shares of our stock. In addition to any potential withholding tax on ordinary dividends, a non- U.
S. stockholder, other than a *“ qualified shareholder ” or a ““ qualified foreign pension fund, ” as each is defined in Section 897 of
the Code, that disposes of a “ United States real property interest ” (“ USRPI ) (which includes shares of stock of a U. S.
corporation whose assets consist principally of USRPIs), or that receives a distribution from a REIT that is attributable to gains
from such a disposition, is generally subject to U. S. federal income tax under the Foreign Investment in Real Property Tax Act
of 1980, as amended (“ FIRPTA ), on the amount received from (or, in the case of a distribution, to the extent attributable to
gains from) such disposition. Subject to certain exceptions, FIRPTA gains must be reported on U. S. federal income tax
returns and are taxable subjeetto-tax-at regular U. S. federal income tax rates. Such tax does not apply, however, to gain on the
disposition of stock in a REIT that is “ domestically controlled. ” Generally, a REIT is domestically controlled if less than 50 %
of its stock, by value, has been owned directly or indirectly by non- U. S. persons during a continuous five- year period ending
on the date of disposition or, if shorter, during the entire period of the REIT’ s existence. We cannot assure you that we will
qualify as a domestically controlled REIT. If we were to fail to so qualify, amounts received by a non- U. S. stockholder on
certain dispositions of shares of our stock seutd-could be subject to tax under FIRPTA, unless (1) our shares of stock were
regularly traded on an established securities market and (2) the non- U. S. stockholder did not, at any time during a specified
testing period, hold more than 10 % of our stock. We expect our shares to be regularly traded on an established securmes
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whether we are a domestically controlled REIT by-. The Final Regulations providing-provide a look - through rule for our
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owned-- controlled domestic corporations ) and by-treating—-- treat ** qualified foreign pension funds ” as foreign persons .
The look- through rule in the Final Regulations applicable to foreign- controlled domestic corporations will not apply to
a REIT for thispurpose—Although-a period of up to ten years if it is able to satisfy certain requirements, including not
undergoing a significant change in its ownership and not acquiring a significant amount of new USRPISs, in each case
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corporations s-eensistent-with-prior-tax—guidanee-will apply to such REIT beginning on the day immediately following the
date of such failure . We-While we cannot predict #fer-when or-we will commence being subject to such look- through rule

in whatfora-the Propesed-Final Regulations wiH-, we may not be finalized-able to satisfy the applicable requirements er-for
the duration what-eureempesition-of the ten- year period. Prospective investors are urged to consult with their tax
advisors regarding the application and impact of these rules. A non- U. S. stockholder, other than a “ qualified
shareholder ” or a “ qualified foreign pension fund, ” that are-treated-receives a distribution from us that is attributable to
gains from the disposition of a USRPI as doemestte-described above is generally subject to U. S. federal income tax under
FIRPTA to these—- the finalregulations-will-be-extent such distribution is attributable to gains from such disposition,
regardless of whether the difference between the fair market value and the tax basis of the USRPI giving rise to such
gains is attributable to periods prior to or during such non- U. S. stockholder’ s ownership of our stock, unless the
relevant class of stock is regularly traded on an established securities market in the United States and such non- U. S.
stockholder did not own more than 10 % of such class at the-any time during the one- year period ending on the date of
such distribution enaetment—Please-eonsultyourtax-advisor. [nvestments outside the United States may subject us to
additional taxes and could present additional complications to our ability to satisfy the REIT qualification requirements. Non-
U. S. investments may subject us to various non- U. S. tax liabilities, including withholding taxes. In addition, operating in
functional currencies other than the U. S. dollar and in environments in which real estate transactions are typically structured
differently than they are in the United States or are subject to different legal rules may present complications to our ability to
structure non- U. S. investments in a manner that enables us to satisfy the REIT qualification requirements. Even if we maintain
our status as a REIT, entities through which we hold investments in assets located outside the United States may be subject to
income taxation by jurisdictions in which such assets are located or in which our subsidiaries that hold interests in such assets are
located. Any such taxes could adversely affect our business, results of operations, cash flows or financial condition, and our cash
available for distribution to our stockholders will be reduced by any such foreign income taxes. We may incur tax liabilities that
would reduce our cash available for distribution to you. Even if we qualify and maintain our status as a REIT, we may become
subject to U. S. federal income taxes and related state and local taxes. For example, net income from the sale of properties or
assets that are *“ dealer ” properties or assets sold by a REIT (a “ prohibited transaction ” under the Code) will be subject to a 100
% tax. We may not make sufficient distributions to avoid excise taxes applicable to REITs. If we were to fail either gross
income test (and did not lose our REIT status because such failure was due to reasonable cause and not willful neglect), we
would be subject to tax on the income that does not meet the gross income test requirements. We also may decide to retain net
capital gain we earn from the sale or other disposition of our investments and pay income tax directly on such income. In that
event, we could elect to cause our stockholders to be treated as if they earned that income and paid the tax we paid. However,
stockholders that are tax- exempt, such as charities or qualified pension plans, would have no benefit from their deemed
payment of such tax liability unless they file U. S. federal income tax returns and thereon seek a refund of such tax. We also
may be subject to state and local taxes on our income or property, including franchise, payroll, mortgage recording and transfer
taxes, either directly or at the level of the other companies through which we indirectly own our assets, such as our domestic
taxable REIT subsidiaries, which are subject to full U. S. federal, state, local and foreign corporate- level income taxes. Any
taxes we pay directly or indirectly will reduce our cash available for distribution to you. Restrictions on the deduction of all of
our interest expense could prevent us from satisfying the REIT distribution requirements and avoiding the incurrence of income
or excise taxes. Under Section 163 (j) of the Code, the deduction for business interest expense may be limited to the amount of
the taxpayer’ s business interest income plus 30 % of the taxpayer’ s *“ adjusted taxable income ” unless the taxpayer’ s gross
receipts do not exceed $ 25 million per year during the applicable testing period or the taxpayer qualifies to elect and elects to be
treated as an “ electing real property trade or business. ”” A taxpayer’ s adjusted taxable income will start with its taxable income
and add back items of non- business income and expense, business interest income and business interest expense, net operating
losses, and any deductions for “ qualified business income. ” A taxpayer that is exempt from the interest expense limitations as
an electing real property trade or business is ineligible for certain expensing benefits and is subject to less favorable depreciation
rules for real property. The rules for business interest expense will apply to us and at the level of each entity in which or through
which we invest that is not a disregarded entity for U. S. federal income tax purposes. To the extent that our interest expense is
not deductible, our taxable income will be increased, as will our REIT distribution requirements and the amounts we need to
distribute to avoid incurring income and excise taxes. Our board of directors is authorized to revoke our REIT election without
stockholder approval, which may cause adverse consequences to our stockholders. Our charter authorizes our board of directors
to revoke or otherwise terminate our REIT election, without the approval of our stockholders, if it determines that it is no longer
in our best interests to qualify as a REIT. Our board of directors has fiduetary-duties to us and-eursteekholders-and could only
cause such changes in our tax treatment if it determines in good faith that such changes are in our best interests ane-in-the-best
nterests-ofourstoekholders-. In this event, we would become subject to U. S. federal income tax on our taxable income, and we
would no longer be required to distribute most of our net income to our stockholders, which may cause a reduction in the total
return to our stockholders. We may choose to pay dividends in a combination of cash and shares of our common stock, in which
case stockholders may be required to pay income taxes in excess of the cash dividends they receive. We may choose to pay
dividends in a combination of cash and shares of our common stock. Under IRS Revenue Procedures 2017- 45, as a publicly
offered REIT, we may give stockholders a choice, subject to various limits and requirements, of receiving a dividend in cash or
in our common stock. As long as at least 20 % of the total dividend is available in cash and certain other requirements are
satisfied, the IRS will treat the stock distribution as a dividend (to the extent applicable rules treat such distribution as being
made out of our earnings and profits). As a result, U. S. stockholders may be required to pay income taxes with respect to such
dividends in excess of the cash dividends they receive. In the case of non- U. S. stockholders, we generally will be required to
withhold tax with respect to the entire dividend, which withholding tax may exceed the amount of cash such non- U. S.



stockholder would otherwise receive. Generally, ordinary dividends payable by REITs do not qualify for reduced U. S. federal
income tax rates. Currently, the maximum tax rate applicable to qualified dividend income payable to certain non- corporate U.
S. stockholders is 20 % (excluding the 3. 8 % Medicare tax). Dividends payable by REITs, however, are not eligible for the
reduced rate except to the extent designated as capital gain dividends or qualified dividend income. Although this does not
adversely affect the taxation of REITs or dividends payable by REITs, the more favorable rates applicable to regular corporate
qualified dividends could cause certain non- corporate investors to perceive investments in REITSs to be relatively less attractive
than investments in the stocks of non- REIT corporations that pay dividends, which could adversely affect the value of the
shares of REITs, including our stock. However, for taxable years through the taxable year ending December 31, 2025, non-
corporate U. S. taxpayers may be entitled to claim a deduction in determining their taxable income of up to 20 % of “ qualified
REIT dividends ” (dividends not designated as capital gain dividends or qualified dividend income), subject to certain
limitations. You are urged to consult with your tax advisor regarding the effect of this change on your effective tax rate with
respect to REIT dividends. The failure of a mezzanine loan to qualify as a real estate asset could adversely affect our ability to
qualify as a REIT. We may acquire mezzanine loans, for which the IRS has provided a safe harbor but not rules of substantive
law. Pursuant to the safe harbor, if a mezzanine loan meets certain requirements, it will be treated by the IRS as a real estate
asset for purposes of the asset tests, and interest derived from the mezzanine loan will be treated as qualifying mortgage interest
for purposes of the 75 % gross income test. We may acquire mezzanine loans that do not meet all of the requirements of this
safe harbor. In the event we own a mezzanine loan that does not meet the safe harbor, the IRS could challenge such loan’ s
treatment as a real estate asset for purposes of the REIT asset and gross income tests and, if such a challenge were sustained, we
could fail to qualify as a REIT. Our taxable REIT subsidiaries are subject to special rules that may result in increased taxes. We
may conduct certain activities or invest in assets through one or more taxable REIT subsidiaries. A taxable REIT subsidiary is a
corporation other than a REIT in which a REIT directly or indirectly holds stock, and that has made a joint election with such
REIT to be treated as a taxable REIT subsidiary. Other than some activities relating to hotel and health care properties, a taxable
REIT subsidiary may generally engage in any business, including the provision of services to tenants of its parent REIT. A
taxable REIT subsidiary is subject to U. S. federal income tax as a regular C corporation, including any applicable corporate
alternative minimum tax. No more than 20 % of the value of our total assets may consist of stock or securities of one or more
taxable REIT subsidiaries. This requirement limits the extent to which we can conduct our activities through taxable REIT
subsidiaries. The values of some of our assets, including assets that we hold through taxable REIT subsidiaries, may not be
subject to precise determination, and values are subject to change in the future. Furthermore, if a REIT lends money to a taxable
REIT subsidiary, the taxable REIT subsidiary may be unable to deduct all or a portion of the interest paid to the REIT, which
could increase the tax liability of the taxable REIT subsidiary. In addition, as a REIT, we must pay a 100 % penalty tax on
certain payments that we receive if the economic arrangements between us and any of our taxable REIT subsidiaries are not
comparable to similar arrangements between unrelated parties. We intend to structure transactions with any taxable REIT
subsidiary on terms that we believe are arm’ s length to avoid incurring the 100 % excise tax described above; however, the IRS
may successfully assert that the economic arrangements of any of our inter- company transactions are not comparable to similar
arrangements between unrelated parties. If the Operating Partnership failed to qualify as a partnership or is not otherwise
disregarded for U. S. federal income tax purposes, we would cease to qualify as a REIT. If the IRS were to successfully
challenge the status of the Operating Partnership as a partnership or disregarded entity for U. S. federal income tax purposes, it
would be taxable as a corporation. In the event that this occurs, it would reduce the amount of distributions that the Operating
Partnership could make to us. This would also result in our failing to qualify as a REIT and becoming subject to a corporate-
level tax on our income, which would substantially reduce our cash available to pay distributions and the yield on your
investment. Complying with REIT requirements may limit our ability to hedge effectively and may cause us to incur tax
liabilities. The REIT provisions of the Code may limit our ability to hedge our assets and operations. Under these provisions,
any income that we generate from hedging transactions will be excluded from gross income for purposes of the 75 % and 95 %
REIT gross income tests if: (1) the instrument (A) hedges interest rate risk or foreign currency exposure on liabilities used to
carry or acquire real estate assets, (B) hedges risk of currency fluctuations with respect to any item of income or gain that would
be qualifying income under the 75 % or 95 % gross income tests or (C) hedges a position entered into pursuant to clause (A) or
(B) after the extinguishment of such liability or disposition of the asset producing such income; and (2) such instrument is
properly identified under applicable Treasury Regulations. Income from hedging transactions that do not meet these
requirements will generally constitute non- qualifying income for purposes of both the 75 % and 95 % gross income tests. As a
result of these rules, we may have to limit our use of hedging techniques that might otherwise be advantageous or implement
those hedges through a taxable REIT subsidiary. This could increase the cost of our hedging activities because our taxable REIT
subsidiary would be subject to tax on gains or expose us to greater risks associated with changes in interest rates than we would
otherwise want to bear. In addition, losses in our taxable REIT subsidiary will generally not provide any tax benefit, except for
being carried forward against future taxable income in the taxable REIT subsidiary. The “* taxable mortgage pool ” rules may
increase the taxes that we or our stockholders may incur, and may limit the manner in which we effect future securitizations.
Securitizations could result in the creation of taxable mortgage pools for U. S. federal income tax purposes. As a REIT, so long
as we own 100 % of the equity interests in a taxable mortgage pool, we generally would not be adversely affected by the
characterization of the securitization as a taxable mortgage pool. Certain categories of stockholders, however, such as foreign
stockholders eligible for treaty or other benefits, stockholders with net operating losses, and certain tax- exempt stockholders
that are subject to unrelated business income tax, could be subject to increased taxes on a portion of their dividend income from
us that is attributable to the taxable mortgage pool. Because we hold substantially all of our assets through the Operating
Partnership, the foregoing rules would not apply if the Operating Partnership was treated as a partnership for U. S. federal
income tax purposes and was, or owned an equity interest in, a taxable mortgage pool, and any such taxable mortgage pool



would be treated as a corporation for U. S. federal income tax purposes and could prevent us from qualifying as a REIT. These
limitations may prevent us from using certain techniques to maximize our returns from securitization transactions. Similarly, if
we acquire REMIC residual interests (or equity interests in taxable mortgage pools in a manner consistent with our REIT
qualification) and generate “ excess inclusion income, ” a portion of our dividends received by a tax- exempt stockholder will be
treated as unrelated business taxable income. The excess inclusion income would also be subject to adverse U. S. federal income
tax rules in the case of U. S. taxable stockholders and non- U. S. stockholders. Liquidation of our assets to repay obligations to
our lenders may jeopardize our REIT qualification. To qualify as a REIT, we must comply with requirements regarding our
assets and sources of income. If we are compelled to liquidate our investments to repay obligations to our lenders, we may be
unable to comply with these requirements, ultimately jeopardizing our qualifications as a REIT. Purchases of mortgages at a
discount may affect our ability to satisfy the REIT asset and gross income tests. Whether our loan holdings are treated as real
estate assets and interest income thereon is treated as qualifying income for purposes of the 75 % gross income test depends on
whether the loans are adequately secured by real property. If a mortgage loan is secured by both real property and personal
property, the value of the personal property exceeds 15 % of the value of all property securing such loan, and the value of the
real property at the time the REIT commits to make or acquire the loan is less than the highest principal amount (i. e., the face
amount) of the loan during the year, interest earned on the loan will be treated as qualifying income only in proportion to the
ratio of the value of the real property at the time the REIT commits to make or acquires the loan to the highest principal amount
of the loan during the year. Our qualification as a REIT could be jeopardized as a result of our interests in joint ventures or
investment funds. We may own or acquire interests in partnerships or limited liability companies that are joint ventures or
investment funds. We may not have timely access to information from such partnerships and limited liability companies related
to monitoring and managing our REIT qualification. If a partnership or limited liability company in which we own an interest
but do not control takes or expects to take actions that could jeopardize our REIT qualification or require us to pay tax, we may
be forced to dispose of our interest in such entity. It is possible that a partnership or limited liability company could take an
action which could cause us to fail a REIT gross income or asset test and that we would not become aware of such action in time
to dispose of our interest in the partnership or limited liability company or take other corrective action on a timely basis. In that
case, we could fail to qualify as a REIT unless we are able to qualify for a statutory REIT “ savings ” provision, which may
require us to pay a significant penalty tax to maintain our REIT qualification. We may be required to report taxable income for
certain investments in excess of the economic income we ultimately realize from them. We may acquire debt instruments in the
secondary market for less than their face amount. The discount at which such debt instruments are acquired may reflect doubts
about their ultimate collectability rather than current market interest rates. The amount of such discount will nevertheless
generally be treated as “ market discount ” for federal income tax purposes. Accrued market discount is reported as income
when, and to the extent that, any payment of principal of the debt instrument is made. If we collect less on the debt instrument
than our purchase price plus the market discount we had previously reported as income, we may not be able to benefit from any
offsetting loss deductions. Some of the debt instruments that we acquire may have been issued with original issue discount. We
will be required to report such original issue discount based on a constant yield method and will be taxed based on the
assumption that all future projected payments due on such debt instruments will be made. If such debt instruments turn out not
to be fully collectible, an offsetting loss deduction will become available only in the later year that uncollectability is provable.
In addition, we may acquire debt instruments that are subsequently modified by agreement with the borrower. If the
amendments to the outstanding instrument are ** significant modifications ” under the applicable Treasury Regulations, the
modified instrument will be considered to have been reissued to us in a debt- for- debt exchange with the borrower. In that event,
we may be required to recognize taxable gain to the extent the principal amount of the modified instrument exceeds our adjusted
tax basis in the unmodified instrument, even if the value of the instrument or the payment expectations have not changed.
Following such a taxable modification, we would hold the modified loan with a cost basis equal to its principal amount for
federal tax purposes. Finally, if any debt instruments acquired by us are delinquent as to mandatory principal and interest
payments, or in the event payments with respect to a particular instrument are not made when due, we may nonetheless be
required to continue to recognize the unpaid interest as taxable income as it accrues, despite doubt as to its ultimate
collectability. Similarly, we may be required to accrue interest income with respect to debt instruments at its stated rate
regardless of whether corresponding cash payments are received or are ultimately collectible. In each case, while we would, in
general, ultimately have an offsetting loss deduction available to us when such interest was determined to be uncollectible, the
utility of that deduction could depend on our having taxable income in that later year or thereafter. The failure of assets subject
to repurchase agreements to qualify as real estate assets could adversely affect our ability to remain qualified as a REIT. We
enter into certain financing arrangements that are structured as sale and repurchase agreements pursuant to which we nominally
sell certain of our assets to a counterparty and simultaneously enter into an agreement to repurchase these assets at a later date in
exchange for a purchase price. Economically, these agreements are financings that are secured by the assets sold pursuant
thereto, and we treat them as such for U. S. federal income tax purposes. We believe that we would be treated for REIT asset
and income test purposes as the owner of the assets that are the subject of any such sale and repurchase agreement
notwithstanding that such agreement may transfer record ownership of the assets to the counterparty during the term of the
agreement. It is possible, however, that the IRS could assert that we did not own the assets during the term of the sale and
repurchase agreement, in which case we could fail to remain qualified as a REIT. The tax on prohibited transactions will limit
our ability to engage in certain transactions, including certain methods of securitizing mortgage loans, which would be treated as
sales for federal income tax purposes. A REIT s net income from prohibited transactions is subject to a 100 % tax. In general,
prohibited transactions are sales or other dispositions of property, other than foreclosure property, held primarily for sale to
customers in the ordinary course of business. We might be subject to this tax if we were to dispose of or securitize loans in a
manner that was treated as a sale of the loans for U. S. federal income tax purposes. Therefore, to avoid the prohibited



transactions tax, we may choose not to engage in certain sales of loans at the REIT level and may limit the structures we utilize
for our securitization transactions, even though the sales or such structures might otherwise be beneficial to us. Changing the
nature of our assets may complicate our ability to satisfy the REIT gross income and asset tests. We have large holdings of
RMBS that are qualifying assets for purposes of the REIT asset tests and generate interest income that is qualifying income for
purposes of the REIT gross income tests —bﬂt—subs%&ﬁ&a-ﬁy-deefeased—Stteh—}m}d-rﬂgs—ﬁl—ZG%G— The REIT asset tests do not require
that all assets be qualifying assets, nor do the REIT gross income tests require that all income be qualifying income. Our
substantial RMBS holdings have given us room to make investments that may not qualify, all or in part, as real estate assets or
that may generate income that may not qualify, all or in part, under one or both of the gross income tests. Any Reduettots—
reduction in our RMBS holdings have-may redteed— reduce our room for non- qualifying assets and income. In addition, if the
market value or income potential of real estate- related investments declines as a result of increased interest rates, prepayment
rates or other factors, we may need to increase our real estate investments and gross income therefrom and / or liquidate our
nonqualifying assets to maintain our REIT qualification or exemption from the 1940 Act. If the decline in real estate asset
values and / or income occurs quickly, this may be especially difficult to accomplish. This difficulty may be exacerbated by the
illiquid nature of certain assets that we may own. We may have to make investment decisions that we otherwise would not make
absent the REIT qualification requirements and Investment Company Act considerations. Furthermore, we may make
investments in which the proper application of the REIT gross income and assets tests may not be clear. Mistakes in classifying
assets or income for REIT purposes or in projecting the amount of qualifying and non- qualifying income could cause us to fail
to qualify as a REIT. Uncertainty exists with respect to the treatment of our TBAs for purposes of the REIT asset and income
tests. While there is no direct authority with respect to the qualification of TBAs as real estate assets or U. S. government
securities for purposes of the 75 % asset test or the qualification of income or gains from dispositions of TBAs as gains from the
sale of real property (including interests in real property and interests in mortgages on real property) or other qualifying income
for purposes of the 75 % gross income test, we treat our TBAs under which we contract to purchase to- be- announced Agency
MBS (“ long TBAs ) as qualifying assets for purposes of the REIT 75 % asset test, and we treat income and gains from our
long TBAs as qualifying income for purposes of the 75 % gross income test, based on an opinion of counsel substantially to the
effect that (i) for purposes of the REIT asset tests, our long TBAs should be treated as “ real estate assets, ”” and (ii) for purposes
of the 75 % gross income test, any gain recognized by us in connection with the disposition of our long TBAs by offset,
including in dollar roll transactions, should be qualifying income. Opinions of counsel are not binding on the IRS, and no
assurance can be given that the IRS will not successfully challenge the conclusions set forth in such opinions. In addition, it
must be emphasized that the opinion of counsel is based on various assumptions relating to our TBAs and is conditioned upon
fact- based representations and covenants made by our management regarding our TBAs. No assurance can be given that the
IRS would not assert that such assets or income are not qualifying assets or income. If the IRS were to successfully challenge the
opinion of counsel, we could be subject to a penalty tax or we could fail to remain qualified as a REIT if a sufficient portion of
our assets consists of TBAs or a sufficient portion of our income consists of income or gains from the disposition of TBAs. Our
business is subject to extensive regulation by federal and state governmental authorities, self- regulatory organizations, and
securities exchanges. We are required to comply with numerous federal and state laws. The laws, rules and regulations
comprising this regulatory framework change frequently, as can the interpretation and enforcement of existing laws, rules, and
regulations. From time to time, we may receive requests from federal and state agencies for records, documents, and information
regarding our policies, procedures, and practices regarding our business activities. We may incur significant ongoing costs to
comply with these government regulations. Fhese-- The requirementsregulatory environment in the United States can ane
de-be impacted by ehange-changes in administration and future legislative developments. The outcome of congressional
and other elections creates uncertainty with respect to legal, tax and regulatory regimes in which we and our

investments, as statutes-well as our manager and its affiliates regulations-are-enacted-, promulgated-will operate. Any

significant changes in , amended;-and-interpreted;and-thereeenttrends-among federal-other things, economic policy
(including with respect to interest rates and statetawmalkers-and-foreign trade), the regulators-regulation of the investment

management industry, tax law, immigration policy and / or government entitlement programs could have a material
adverse impact on us beentoward-inereasinglaws;regulations;-and our investments investigative-proeeedings-eoneerning-the
mertgage-industrygenerally-. Although we believe that we have structured our operations and investments to comply with
existing legal and regulatory requirements and interpretations, changes in regulatory and legal requirements, including changes
in their interpretation and enforcement by lawmakers and regulators, could materially and adversely affect our business and our
financial condition, liquidity, and results of operations. The U. S. government, Federal Reserve, U. S. Treasury, SEC and other
U. S. and foreign governmental and regulatory bodies have taken a number of economic actions and regulatory initiatives from
time- to- time designed to stabilize and stimulate the economy and the financial markets, and additional actions and initiatives
may occur in the future. While our current exposure to transactions in foreign currencies is limited, uncertainties regarding
geopolitical developments can produce volatility in global financial markets, which could have a negative impact on our
business in the future. There can be no assurance that, in the long term, actions that governments and regulatory bodies or central
banks have taken in the past or may take in the future will improve the efficiency and stability of mortgage or financial markets.
To the extent the financial markets do not respond favorably to any of these actions or such actions do not function as intended,
our business may be harmed. In addition, because the programs are designed, in part, to improve the markets for certain of our
target assets, the establishment of these programs may result in increased competition for attractive opportunities in our target
assets or, in the case of government- backed refinancing and modification programs, may have the effect of reducing the
revenues associated with certain of our target assets. We cannot predict whether or when additional actions or initiatives to
stabilize and stimulate the economy and the financial markets may occur, and such actions could have an adverse effect on our
business, results of operations and financial condition. We may change any of our strategies, policies or procedures without



stockholder consent and make investment decisions with which our stockholders may not agree and / or fail to meet our
investment criteria. We may change any of our strategies, policies or procedures with respect to investments, acquisitions,
growth, operations, indebtedness, capitalization and distributions at any time without the consent of our stockholders, which
could result in an investment portfolio with a different risk profile. Our stockholders will be unable to evaluate the manner in
which we invest or the economic merit of our expected investments and, as a result, we may make investment decisions with
which our stockholders may not agree. We can provide no assurance that we will be able to identify and make investments that
are consistent with our investment objectives. A change in our investment strategy may increase our exposure to interest rate
risk, default risk, real estate market fluctuations, rules, regulations and governmental actions. Furthermore, a change in our asset
allocation could result in us making investments in asset categories different from those described in this Report. The failure of
our management to make investments that meet our investment criteria could cause a material adverse effect on our business,
financial condition, liquidity, results of operations and ability to pay dividends to our stockholders and could cause the value of
our capital stock to decline. We may enter into transactions and take certain actions in connection with such transactions that
could affect the price of our common stock. We may conduct transactions (including acquisitions) that would offer business and
strategic opportunities. In the event of such transactions, we could: * use a significant portion of our available cash; ¢ issue
equity securities, which would dilute the current percentage ownership of our stockholders; ¢ incur substantial debt; ¢ incur or
assume contingent liabilities, known or unknown; and ¢ incur amortization expenses related to intangibles. Any such actions by
us could harm our business, financial condition, results of operations, or prospects and could adversely affect the market price of
our common stock. The market price and trading volume of our capital stock may be volatile. The market price of our capital
stock may be highly volatile and be subject to wide fluctuations. In addition, the trading volume in our capital stock may
fluctuate and cause significant price variations to occur. If the market price of our capital stock declines significantly, our
stockholders may be unable to resell their shares at or above the price our stockholders paid for their shares. We cannot assure
you that the market price of our capital stock will not fluctuate or decline significantly in the future. Some of the factors that
could negatively affect our share price or result in fluctuations in the price or trading volume of our capital stock are included in
the risk factors described in this Report. Common stock eligible for future sale may have adverse effects on our share price. We
cannot predict the effect, if any, of future sales of our common stock, or the availability of shares for future sales, on the market
price of our common stock. Further, certain stock change of ownership tests may limit our ability to raise significant amounts of
equity capital or could limit our future use of tax losses to offset income tax obligations, which may adversely affect us or our
stockholders. Sales of substantial amounts of common stock or the perception that such sales could occur may adversely affect
the prevailing market price for our common stock. Also, we may issue additional shares in public offerings or private
placements to make new investments or for other purposes. We are not required to offer any such shares to existing stockholders
on a preemptive basis. Therefore, it may not be possible for existing stockholders to participate in such future share issuances,
which may dilute existing stockholders’ interests in us. Investing in our capital stock may involve a high degree of risk. The
investments we make in accordance with our investment objectives may carry a high amount of risk when compared to
alternative investment options and may lead to volatility or loss of principal. Our investments may be highly speculative and
aggressive, and therefore an investment in our capital stock may not be suitable for someone with lower risk tolerance. A change
in market interest rates may cause a material decrease in the market price of our capital stock. One of the factors that investors
may consider in deciding whether to buy or sell shares of our capital stock is our distribution rate as a percentage of our share
price relative to market interest rates. If the market price of our capital stock is based primarily on the earnings and return that
we derive from our investments and income with respect to our investments and our related distributions to stockholders, and not
from the market value of the investments themselves, then interest rate fluctuations and capital market conditions are likely to
adversely affect the market price of our capital stock. For instance, if market rates rise without an increase in our distribution
rate, the market price of our capital stock could decrease as potential investors may require a higher distribution yield or seek
other securities paying higher distributions or interest.



