EDGAR'pro

iy EDGAR Dnlire”

CHIMERA INVESTMENT CORP

FORM 8-K

(Current report filing)

Filed 10/25/10 for the Period Ending 10/25/10

Address 520 MADISON AVENUE
32ND FLOOR
NEW YORK, NY, 10022
Telephone 212-626-2300
CIK 0001409493
Symbol CIM
SIC Code 6798 - Real Estate Investment Trusts
Industry  Specialized REITs
Sector Financials
Fiscal Year 12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2020, EDGAR Online, a division of Donnelley Financial Solutions. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, a division of Donnelley Financial Solutions, Terms of Use.


https://www.edgar-online.com

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 8-K

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Date of Report (Date of earliest event reported):
October 25, 2010

CHIMERA INVESTMENT CORPORATION
(Exact name of registrant as specified in its @art

Maryland 1-33796 26-0630461
(State or Other Jurisdiction (Commission (IRS Employer
of Incorporation) File Number) Identification No.)

1211 Avenue of the Americas

Suite 2902
New York, New York 10036
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area cd@d6) 454-3759

No Change
(Former Name or Former Address, if Changed Sinet Raport)

Check the appropriate box below if the Form 8-flis intended to simultaneously satisfy the §liobligation of the registrant under any of
the following provisions:

[ Written communications pursuant to Rule 425 uriderSecurities Act (17 CFR 230.425)
[ Soliciting material pursuant to Rule 14a-12 untierExchange Act (17 CFR 240.14a-12)
[ Pre-commencement communications pursuant to Rude2{b) under the Exchange Act (17 CFR 240.14d)2(b)

[0 Pre-commencement communications pursuant to Raded{c) under the Exchange Act (17 CFR 240.13e}4(c)




Item 2.02. Results of Operations and Financialdimn

On October 25, 2010 the registrant issued a pedsage announcing its financial results for thertigna@&nded September 30, 2010.
A copy of the press release is furnished as ExBiit to this report.

Iltem 9.01 Financial Statements and Exhibits
(c) Exhibits

99.1 Press Release, dated October 25, 2010disgu€himera Investment Corporation.




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned hereunto duly authorized.

Chimera Investment Corporation
By: /s/ A. Alexandra Denahan

Name: A. Alexandra Denahan
Title: Chief Financial Officer

Date:October 25, 2010



Exhibit 99.1

Chimera Investment Corporation Reports Core EPS forthe 3rd Quarter 2010 of $0.16 Per Share

NEW YORK--(BUSINESS WIRE)--October 25, 2010--Chimera Invasht Corporation (NYSE: CIM) today reported Coreriiizgs for the
guarter ended September 30, 2010, of $139.0 miiidh0.16 per average share as compared to ConinBarfor the quarter ended Septen
30, 2009, of $85.9 million or $0.13 per averagaslznd Core Earnings for the quarter ended Jun2®@M, of $142.8 million or $0.19 per
average share. “Core Earnings” is a non-GAAP meathat approximates distributable income, and indd as GAAP net income (loss)
excluding non-cash equity compensation expensealired gains and losses, realized gains and losssales and other items that do not
affect realized net income, regardless of whetbeh stems are included in other comprehensive ircomoss, or in net income. The
Company reported GAAP net income of $126.4 milliwr$0.14 per average share for the quarter endgéi®ber 30, 2010, as compared to
GAAP net income of $158.0 million or $0.24 per age share for the quarter ended September 30, 20695AAP net income of $124.6
million or $0.16 per average share for the quateted June 30, 2010.

During the quarter ended September 30, 2010, tinep@ny sold residential mortgage-backed securiR&4KS) with a carrying value of
$206.0 million for realized gains of $2.0 millioburing the quarter ended September 30, 2009, tmep@ny sold RMBS, including
transactions involving re-securitizations, withaarging value of $920.4 million for realized gaiwis$74.5 million. During the quarter ended
June 30, 2010, the Company had no sales of RMBS.

During the quarters ended September 30, 2010 ab@l, 28e Company did not record transactions treasefthancings on a permanent non-
recourse basis. During the quarter ended June3@, 2he Company financed on a permanent non-reedasis $627.9 million of AAA-
rated fixed rate bonds for net proceeds of $629llibmin re-securitization transactions which wexecounted for as financings. Assets,
liabilities, interest income and interest experssaiated with these transactions are identifieglifhout the consolidated financial
statements as “non-retained” items.

The Company declared common stock dividends ofg§CkQ@.12, and $0.17 per share for the quartersce8dptember 30, 2010, September
30, 2009, and June 30, 2010, respectively. Theaized dividend yield on the Company’s common stfeckhe third quarter, based on the
September 30, 2010, closing price of $3.95 was3P8.20n a Core Earnings basis, the Company provadeshnualized return on average
equity of 19.12%, 16.60%, and 21.94% for the quareded September 30, 2010, September 30, 2009uae 30, 2010, respectively. On a
GAAP basis, the Company provided an annualizedmain average equity of 17.39%, 30.55% and 19.Xd#4he quarters ended September
30, 2010, September 30, 2009, and June 30, 204fiectvely.

Matthew J. Lambiase, Chief Executive Officer andditent of the Company, commented on the quai@iniera’s results reflect that the
capital from our recent offering was deployed l&ygever the latter part of the third quarter. Markenditions are evolving on a number of
fronts. Regulatory and technical dynamics contittugevelop, and monetary policy initiatives, inéhglithe prospect of large scale asset
purchases by the Federal Reserve, continue to suggset prices and lower yields across a widegafignarket sectors, including ours.
Looking ahead, in this environment we continuedcehcouraged by the relative attractiveness oiftresstment opportunities before us.”




For the quarter ended September 30, 2010, the bzedigield on average earning assets was 9.02%bendnnualized cost of funds on the

average borrowed funds balance was 4.58% for aneisit rate spread of 4.44%. This is a 160 basig pecrease from the 6.04% annualized

interest rate spread for the quarter ended SepteB®h@009, and a 112 basis point decrease frors.B6% annualized interest rate spreac
the quarter ended June 30, 2010. Leverage was 0.9:1, and 1.3:1 at September 30, 2010, SepteBih&009, and June 30, 2010,
respectively. Recourse leverage was 0.5:1, 0.4d10a811 at September 30, 2010, September 30, 20@0June 30, 2010, respectively.

RMBS comprised approximately 95.1%, 91.8%, and %308 the Company'’s investment portfolio at Septengfk 2010, September 30,
2009, and June 30, 2010, respectively. The balafitte portfolio was comprised of securitized lo#met collateralized the secured debt.

The following table summarizes portfolio informatitor the Company:

September 30, 2010

September 30, 2009

June 30, 2010

Interest earning assets at period-end * $7,173,37 $4,318,68 $6,595,36
Interest bearing liabilities at period-end $3,844,44 $2,011,65. $3,801,48
Leverage at period-end 1.3:1 0.9:1 1.3:1
Leverage at period-end (recourse) 0.5:1 0.7:1 0.5:1
Portfolio Composition, at principal value
Non-Agency RMBS 82.8% 63.0% 80.5%
Senior 5.7% 32.2% 5.2%
Senior, interest only 32.2% 0.0% 25.9%
Subordinated 29.6% 26.2% 30.2%
Subordinated, interest only 2.0% 4.6% 2.2%
Senior, non-retained 13.3% 0.0% 17.0%
Agency RMBS 12.3% 28.8% 13.4%
Securitized loans 4.9% 8.2% 6.1%
Fixed-rate percentage of portfolio 55.9% 59.0% 72.4%
Adjustable-rate percentage of portfolio 44.1% 41.0% 27.6%
Annualized yield on average earning assets duhageriod 9.02% 7.71% 8.49%
Annualized cost of funds on average borrowed fuhding the
period 4.58% 1.67% 2.93%
* Excludes cash and cash equivalents
The following table summarizes characteristicsefach asset class:
September 30, 2010
Weighted
Average Weighted Weighted
Amortized Average Fair Average Weighted
Cost Basis Value Coupon Average Yield
Non-Agency Mortgage-Backed Securities
Senior $96.7¢ $98.0( 4.76% 5.38%
Senior, interest only $6.67 $4.8¢ 2.01% 14.13%
Subordinated $40.0: $41.3¢ 4.31% 16.98Y%
Subordinated, interest only $9.9¢ $10.0¢ 3.03% 25.87Y%
Senior, non-retained $97.8¢ $97.7¢ 5.25% 4.96%
Agency Mortgage-Backed Securities $103.2¢ $ 105.7¢ 5.30% 3.54%
Securitized loans
Senior $101.2( $101.2( 5.49% 5.60%
Senior, interest only $0.0! $0.01 0.49% 100.00Y
Subordinated $100.5! $100.5! 5.58% 4.25%




The Company'’s portfolio is comprised of RMBS andwséized whole residential mortgage loans. Dutimg quarter ended September 30,
2010, the Company recorded a loan loss provisidg18R thousand as compared to a provision of $ddsénd for the quarter ended
September 30, 2009 and $1.0 million for the quarteted June 30, 2010.

The Constant Prepayment Rate on the Company’sgtiortfas 16%, 17%, and 16% as of September 30,,284tember 30, 2009, and June
30, 2010, respectively. The net accretion of distewas $69.1 million, $23.7 million and $65.0 it for the quarters ended September 30,
2010, September 30, 2009, and June 30, 2010, tesgecThe total net discount remaining was $2IBdm, $1.7 billion and $2.2 billion at
September 30, 2010, September 30, 2009, and Jur283B0, respectively.

General and administrative expenses, includingrtaeragement fee and loan loss provision, as a pgagenf average interest earning assets
were 0.62%, 0.72%, and 0.54% for the quarters eSéptember 30, 2010, September 30, 2009, and Myr2® B0, respectively. At Septem
30, 2010, September 30, 2009, and June 30, 20d@dmpany had a common stock book value per shi&®20, $3.27, and $3.30,
respectively.

The Company is a specialty finance company thastsvin residential mortgage-backed securitiegjeatial mortgage loans, real estate-
related securities and various other asset clashesCompany’s principal business objective isdnayate net income for distribution to
investors from the spread between the yields cinvisstments and the cost of borrowing to finaegrtacquisition and secondarily to
provide capital appreciation. The Company, a Mamgleorporation that has elected to be taxed aalastate investment trust (“REIT"), is
externally managed by Fixed Income Discount Adwisdompany and currently has 883,168,113 sharesmfroon stock outstanding.

The Company will hold the third quarter 2010 eagsiconference call on Tuesday, October 26, 2011):80 a.m. EST. The number to ca
800-591-6945 for domestic calls and 617-614-49tInfiernational calls and the pass code is 20941086 replay number is 888-286-8010
for domestic calls and 617-801-6888 for internadiaralls and the pass code is 61985205. The réplkayailable for 48 hours after the
earnings call. There will be a web cast of the ealivww.chimerareit.comlIf you would like to be added to the email distrion list, please
visit www.chimerareit.com click on EMail Alerts, complete the email notditon form and click the Submit button. For furtirgiormation,
please contact Investor Relations at 1-866-315-@93@sit www.chimerareit.com

This news release and our public documents to wiiiehefer contain or incorporate by reference @eftaward-looking statements within
the meaning of Section 27A of the Securities Act®83 and Section 21E of the Securities Exchangeft934. Forwardeoking statemen
which are based on various assumptions (some ahwdre beyond our control) may be identified byrefce to a future period or periods or
by the use of forward-looking terminology, such'bslieve,” “expect,” “anticipate,” “estimate,” “pta” “continue,” “intend,” “should,”

“may,” “would,” “will” or similar expressions, or variations on those seomthe negative of those terms. Actual resultdccdiffer materially
from those set forth in forward-looking statemesitie to a variety of factors, including, but notitiedl to, our business and investment
strategy; our projected financial and operatingiltesour ability to maintain existing financingrangements, obtain future financing
arrangements and the terms of such arrangememistajerolatility of the securities markets in whigle invest; the implementation, timing
and impact of, and changes to, various governmagrams, including the Term Asset-Backed Securitman Facility and the Public-Private
Investment Program; our expected investments; asaimgthe value of our investments; interest ratmatches between our investments and
our borrowings used to fund such purchases; changeterest rates and mortgage prepayment raffeste of interest rate caps on our
adjustable-rate investments; rates of default oredesed recovery rates on our investments; prepagéthe mortgage and other loans
underlying our mortgage-backed or other asset-lithskeurities; the degree to which our hedgingesias may or may not protect us from
interest rate volatility; impact of and changeg@vernmental regulations, tax law and rates, adiogiguidance, and similar matters;
availability of investment opportunities in reatae-related and other securities; availabilitgjoélified personnel; estimates relating to our
ability to make distributions to our stockholdenghe future; our understanding of our competitimarket trends in our industry, interest
rates, the debt securities markets or the geneoalagny; our ability to maintain our exemption froegistration under the Investment
Company Act of 1940, as amended; and our abilitpéintain our qualification as a REIT for federad@me tax purposes. For a discussio
the risks and uncertainties which could cause aosalts to differ from those contained in thewWard-looking statements, see “Risk Factors”
in our Annual Report on Form 10-K, and any subsatiQuiarterly Reports on Form 10-Q. We do not uradertand specifically disclaim all
obligations, to publicly release the result of aayisions which may be made to any forward-loolstegements to reflect the occurrence of
anticipated or unanticipated events or circumstsuafer the date of such statements.




CHIMERA INVESTMENT CORPORATION
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(dollars in thousands, except share and per stz d

September 30, 20 June 30, 2010 March 31, 2010 December 31, September 30, 20!
(unaudited) (unaudited) (unaudited) 2009 (1) (unaudited)

Assets:
Cash and cash equivalents $ 11,94¢ $ 236,21+ $ 44,20( $ 24,27¢ $ 21,02¢
Non-Agency Mortgage-Backed Securities, at fair value

Senior 1,065,14! 817,73t 1,429,53! 2,022,401 1,618,111

Subordinated 1,866,91. 1,465,90! 947,96: 376,45¢ 378,34«

Senior, non-retained 1,967,81. 2,133,48i 1,646,08 - -
Agency Mortgage-Backed Securities, at fair value 1,884,19: 1,761,73. 1,558,79! 1,690,02! 1,823,30
Securitized loans held for investment, net of aloae for
loan losses of $6.0 million, $5.6 million, $4.6 liwh, $4.6
million, and $3.0 million, respectively 389,31! 416,50¢ 441,34 470,53: 498,91!
Receivable for investments sold - - 47,18¢ - -
Accrued interest receivable 47,761 45,68: 39,63 33,12¢ 29,44
Other assets 36C 923 1,451 1,49¢ 33C
Total assets $ 7,233,45! $ 6,878,18. $ 6,156,19! $ 4,618,32! $ 4,369,481
Liabilities:
Repurchase agreements $ 1,568,22. $ 1,337,80! $ 1,538,82! $ 1,716,39: $ 1,444,24.
Repurchase agreements with affiliates - - 147,41° 259,00¢ 153,07t
Securitized debt 320,55: 342,81¢ 364,66! 390,35( 414,33¢
Securitized debt, non-retained 1,955,66! 2,120,86: 1,636,43 - -
Payable for investments purchased 279,64¢ - 41,82 - 73,46(
Accrued interest payable 11,16¢ 12,14t 9,691 3,23t 3,19¢
Dividends payable 158,81: 130,42( 113,79: 113,78¢ 80,31:
Accounts payable and other liabilities 81C 67¢ 48¢ 472 752
Investment management fees payable to affiliate 11,417 9,357 8,11« 8,51¢ 9,071
Interest rate swaps, at fair value 24,82( 11,23 - - -
Total liabilities $ 4,331,10! $ 3,965,32: $ 3,861,24: $ 2,491,761 $ 2,178,45
Stockholders' Equity:
Common stock: par value $0.01 per share; 1,0000000,
shares authorized, 883,169,403, 883,151,028, 6IMGZ,
670,371,587, and 670,324,854 shares issued anioditsg,
respectively $ 8,82 $ 8,82 $ 6,69¢ $ 6,69: $ 6,69:
Additional paid-in-capital 3,056,65! 3,056,561 2,290,631 2,290,61. 2,290,32
Accumulated other comprehensive income (loss) 22,444 672 144,97¢ (99,759 (53,32)
Retained earnings (accumulated deficit) (185,579 (153,207 (147,36)) (70,99)) (52,67()
Total stockholders' equity $ 2,902,34 $ 2,912,85! $ 2,294,94 $ 2,126,56: $ 2,191,02!
Total liabilities and stockholders' equity $ 7,233,45: $ 6,878,18: $ 6,156,19! $ 4,618,32! $ 4,369,48!

(1) Derived from the audited consolidated finanstatements at December 31, 2009.




CHIMERA INVESTMENT CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME (LOSS)
(dollars in thousands, except share and per stz d
(unaudited)

September 30, 20

June 30, 2010

For the quarters ended

March 31, 2010

December 31, 20(

September 30, 20!

Net Interest Income:

Interest income $ 140,40! $ 133,52 $ 128,98: $ 100,76! $ 104,69(
Interest expense 10,521 7,19¢ 7,374 8,53( 9,197
Interest income, non-retained 58,09( 49,82¢ 50,86! - -
Interest expense, non-retained 32,23 21,42 33,83( - -
Net interest income (expens 155,73: 154,73. 138,64: 92,23t 95,49:
Other-than-temporary impairments:

Total other-than-temporary impairment losses (1,319 (24,74¢) (22,687) (2,480 (6,209
Non-credit portion of loss recognized in other compmeive

income (loss) 43€ 17,85 20,14 164 4,02¢
Net othe-than-temporary credit impairment losses (879 (6,897) (2,549 (1,31¢) (2,18¢)
Other gains (losses):

Unrealized gains (losses) on interest rate swaps (13,589 (12,237 - - -
Realized gains (losses) on sales of investments, ne 2,03z - 34z 16,19: 74,50¢
Realized losses on principal write-downs of non-dAge

RMBS (2,517 (32€) (94€) (19%) (61)
Total other gains (losses) (14,069) (11,567) (607) 15,99¢ 74,44
Net investment income (los 140,78! 136,27¢ 135,49( 106,91! 167,75!
Other expenses:

Management fee 11,31¢ 9,26: 8,11« 8,51¢ 8,64¢
Provision for loan losses 482 1,02¢ 60€ 1,692 47
General and administrative expenses 1,79¢ 1,40¢ 1,16( 1,23¢ 1,057
Total other expenses 13,59¢ 11,69¢ 9,88( 11,44¢ 9,75:¢
Income (loss) before income taxes 127,18° 124,58( 125,61( 95,46¢ 158,00:
Income taxes 752 1 - - -
Net income (loss) $ 126,43! $ 124,57¢ $ 125,61( $ 95,46¢ $ 158,00:
Net income (loss) per shi-basic and diluted $ 0.14 $ 0.1€ $ 0.1¢ $ 0.14 $ 0.2¢
Weighted average number of shares outstanding-basic

diluted 883,147,72 765,475,34 670,371,02 670,324,43 670,324,86
Comprehensive income (loss):

Net income (loss $ 126,43! $ 124,57¢ $ 125,61( $ 95,46¢ $ 158,00:
Other comprehensive income (loss):

Unrealized gains (losses) on available-for-saleisges, net 20,40¢ (151,529 241,58: (31,759 238,96¢
Reclassification adjustment for net losses incluidetket

income (loss) for other-than-temporary credit innpeent

losses 87¢& 6,89: 2,54¢ 1,31¢ 2,18t
Reclassification adjustment for realized lossein@a

included in net income (loss) 48E 32€ 607 (15,99¢) (74,44°)
Other comprehensive income (loss): 21,771 (144,309 244.73. (46,43 166,70
Comprehensive income (loss) $ 148,20t $ (19,72€) $ 370,34. $ 49,03¢ $ 324,70¢




CHIMERA INVESTMENT CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME (LOSS)
(dollars in thousands, except share and per stz d
(unaudited)

For the nine months ended
September 30, 2010 September 30, 2009

Net Interest Income:

Interest income $ 402,91: % 197,77
Interest expense 25,09¢ 26,55:
Interest income, non-retained 158,78( -
Interest expense, non-retained 87,48¢ -
Net interest income (expens 449,10¢ 171,22
Other-than-temporary impairments:

Total other-than-temporary impairment losses (48,747 (14,789
Non-credit portion of loss recognized in other comgmtive income (loss) 38,43: 6,104
Net othe-than-temporary credit impairment losses (10,31%) (8,680)
Other gains (losses):

Unrealized gains (losses) on interest rate swaps (24,82() -
Realized gains (losses) on sales of investments, ne 2,37¢ 87,45¢
Realized losses on principal write-downs of non-#geRMBS (3,797 (61)
Total other gains (losses) (26,23¢) 87,39¢
Net investment income (los 412 55! 249,93°
Other expenses:

Management fee 28,69 17,18¢
Provision for loan losses 2,112 1,41C
General and administrative expenses 4,361 2,82:¢
Total other expenses 35,174 21,42
Income (loss) before income taxes 377,37 228,51t
Income taxes 753 1
Net income (loss) $ 376,62: % 228,51!
Net income (loss) per shi-basic and diluted $ 04¢ % 0.51
Weighted average number of shares outstanding-basicliluted 773,777,43 452,016,98
Comprehensive income (loss):

Net income (loss $ 376,62:  $ 228,51!
Other comprehensive income (loss):

Unrealized gains (losses) on available-for-saleisges, net 110,46 292,06:
Reclassification adjustment for net losses incluidetket income (loss) for other-than-temporary dredpairment losses 10,31 8,68(
Reclassification adjustment for realized losse@ancluded in net income (loss) 1,41¢ (87,39%)
Other comprehensive income (loss): 122,19¢ 213,34t
Comprehensive income (loss) $ 498,82. $ 441,86
CONTACT:

Investor Relations
1-866-315-9930
www.chimerareit.con




