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PROSPECTUS

yCHIMERA

S INVESTMENT CORPORATION

A
Common Stock and Preferred Stock

By this prospectus, we may offer, fromdito time, shares of our:

L] common stock
L] preferred stock; ¢
= any combination of the foregoin

We will provide specific terms of eachuance of these securities in supplements to thippctus. You should read this prospectus
and any supplement carefully before you decidavest.

This prospectus may not be used to consatm sales of these securities unless it is accoieghay a prospectus supplement.
The New York Stock Exchange lists our ooon stock under the symbol “CIM.”

To assist us in qualifying as a real estate inventrtrust (or REIT) for federal income tax purpgsesperson may own more than 9.
of the outstanding shares of any class of our comshack or our preferred stock, unless our Boaiodctors waives this limitation.

Investing in these securities involves risks. Yothsuld carefully consider the information referred to under the heading “Risk
Factors” beginning on page 4 of this prospectus.

We may sell these securities to or througderwriters, dealers or agents, or we may Iselsecurities directly to investors on our own
behalf.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved of these
securities or determined if this prospectus is trutful or complete. Any representation to the contray is a criminal offense.

The date of this prospectus is May 26, 2009
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ABOUT THIS PROSPECTUS

This prospectus is part of a registrastatement that we filed with the Securities andiaxge Commission (or SEC) using a “shelf”
registration process. Under this process, we migy ahd sell any combination of common stock aredgred stock in one or more offerings.
This prospectus provides you with a general desoripf the securities we may offer. Each time vferato sell securities, we will provide a
supplement to this prospectus that will contairc#feinformation about the terms of that offerinihe prospectus supplement may also add,
update or change information contained in this peotus. It is important for you to consider theoinfiation contained in this prospectus and
any prospectus supplement together with additioiafmation described under the heading “Where Cam Find More Information.”

You should rely only on the informatiarcorporated by reference or set forth in this pecsys or the applicable prospectus
supplement. We have not authorized anyone elsetode you with additional or different informatiosfou should not assume that the
information in this prospectus, the applicable pestus supplement or any other offering materiatisurate as of any date other than the
dates on the front of those documents.




A WARNING ABOUT FORWARD -LOOKING STATEMENTS

Certain statements contained in thisgeoslis, any prospectus supplement and any othenirgffmaterial, and the information
incorporated by reference in this prospectus, angpectus supplement and/or any other offering nahtand certain statements contained in
our future filings with the Securities and Excha@mmmission (the “SEC” or the “Commission”), in quress releases or in our other public
or shareholder communications may not be basedstorigal facts and are “forward-looking statemémighin the meaning of Section 27A
of the Securities Act of 1933, as amended, and@e2iLE of the Securities Exchange Act of 1934mgnded (or the Exchange Act).
Forward-looking statements, which are based orouarassumptions (some of which are beyond our@dntnay be identified by reference
to a future period or periods or by the use of findviooking terminology, such as “may,” “will,” “ieve,” “expect,” “anticipate,” “continue,
or similar terms or variations on those terms errikgative of those terms. Actual results coultédihaterially from those set forth in
forward-looking statements due to a variety of dastincluding, but not limited to:

”ou ” o« ” o ” o ”

. our business and investment strate

. our projected financial and operating rest

. our ability to maintain existing financing arrangemts, obtain future financing arrangements andettras of such arrangemen
. general volatility of the securities markets in athive invest

. the implementation, timing and impact of, and clentp, various government programs, including tfea3ury’s plan to buy U.S.
government agency residential mortgage-backed isiesusind its Public-Private Investment Progrand toe Federal Reserve
Boarc's Term Asse-Backed Securities Loan Facilit

. our expected investmen

. changes in the value of our investme

. interest rate mismatches between our investmeut®anborrowings used to fund such purcha

. changes in interest rates and mortgage prepayaes;

. effects of interest rate caps on our adjus-rate investments

. rates of default or decreased recovery rates omgastments

. prepayments of the mortgage and other loans uridgrbur mortgag-backed or other as-backed securitie:
. the degree to which our hedging strategies mayayr mot protect us from interest rate volatili

. impact of and changes in governmental regulatitanslaw and rates, accounting guidance, and simikters;

. availability of investment opportunities in reatas-related and other securitie
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. availability of qualified personne

. estimates relating to our ability to make distribns to our stockholders in the futu

. our understanding of our competitic

. market trends in our industry, interest rates,diblet securities markets or the general economy

. use of proceeds of our offering

For a discussion of the risks and una®ies which could cause actual results to diffenf those contained in the forward-looking
statements, please see the information under fhtod'Risk Factors” described in our Annual RepamtForm 10-K for the fiscal year ended
December 31, 2008 and any subsequent report in@igabby reference in this prospectus. We do ndéeriake, and specifically disclaim any
obligation, to publicly release the result of amyisions which may be made to any forward-lookitagesnents to reflect the occurrence of
anticipated or unanticipated events or circumstaiafeer the date of such statements.
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ABOUT CHIMERA INVESTMENT CORPORATION
Our Company

We are a specialty finance company tmagsts in residential mortgage-backed securitieRMBS, residential mortgage loans, real
estate-related securities and various other aksstas. We elected to be taxed as a real estastinent trust, or REIT, for federal income tax
purposes commencing with our taxable year endinDetember 31, 2007. Therefore, we generally willb®subject to federal income tax
on our taxable income that is distributed to oockholders. We commenced operations in November.200

We are externally managed by Fixed Inc@iseount Advisory Company, which we refer to as Mianager or FIDAC. Our Manage!
an investment advisor registered with the Secsrdied Exchange Commission, or SEC. Additionally,Manager is a wholly-owned
subsidiary of Annaly Capital Management, Inc., aiNork Stock Exchange-listed REIT, which has a loragk record of managing
investments in U.S. government agency RMBS, or AgeRMBS.

Our Manager is responsible for administgpur business activities and day-to-day openatidVe have no employees other than our
officers. Pursuant to the terms of the managengneteanent, our Manager provides us with our managetaam, including our officers,
along with appropriate support personnel. Our Man#gat all times subject to the supervision aversight of our board of directors and has
only such functions and authority as we delegate We do not pay any of our officers any cash penmsation. Rather, we pay our Manag
management fee pursuant to the terms of the marageagreement.

Our objective is to provide attractivekriadjusted returns to our investors over the lamgy, primarily through dividends and
secondarily through capital appreciation. We intemechieve this objective by investing in a diviéed investment portfolio of RMBS;
residential mortgage loans; including prime mortghmans, which are mortgage loans that conforrheaunderwriting guidelines of Fannie
Mae and Freddie Mac, which we refer to as Agencigd@ines; jumbo prime mortgage loans, which aretgage loans that conform to the
Agency Guidelines except as to loan size; and Altbdrtgage loans, which are mortgage loans thathmag been originated using
documentation standards that are less stringenttieadocumentation standards applied by certéierdirst lien mortgage loan purchase
programs, such as the Agency Guidelines, but haeeoo more compensating factors such as a borraitlera strong credit or mortgage
history or significant assets; real estegated securities; and various other asset classbject to maintaining our REIT status and exéony
from registration under the Investment Company &c940. The RMBS, asset-backed securities (AB&nhroercial mortgage-backed
securities (CMBS) and collateralized debt obligagigCDOs) we purchase may include investment-gaadenon-investment grade classes,
including the BB-rated, B-rated and non-rated @ass

Our Corporate Information

We are a Maryland corporation formedunel2007 and commenced operations in November ZD@7principal executive offices are
located at 1211 Avenue of Americas, Suite




2902, New York, New York 10036. Our telephone numbd -866-3159930. Our website is http://www.chimerareit.comeTdontents of ot
website are not a part of this prospectus. We hasladed our website address only as an inactixteié reference and do not intend it to be
an active link to our website.

RISK FACTORS

Investing in our securities involves BskKou should carefully consider the risks desctibader “Risk Factors” in our most recent
Annual Report on Form 10-K and any subsequent @dgiReports on Form 10-Q (which descriptions ammiporated by reference herein),
as well as the other information contained or ipooated by reference in this prospectus or in angectus supplement hereto before
making a decision to invest in our securities. S®bere You Can Find More Information” below.

USE OF PROCEEDS

Unless otherwise indicated in an accorgipanprospectus supplement, we intend to use thpneeeeds from the sale of the securities
offered by this prospectus and the related accogipamprospectus supplement to finance the acqoisif non-Agency RMBS, Agency
RMBS, prime and Alt-A mortgage loans, CMBS, CDOsd ather consumer or non-consumer ABS, and for ajeaeral corporate purposes
such as repayment of outstanding indebtedness,mgpckpital, and for liquidity needs. Pending angtsuses, we may invest the net
proceeds from the sale of any securities in intdsearing short-term investments, including moneykmat accounts that are consistent with
our intention to qualify as a REIT, or may use themeduce our indebtedness.

RATIO OF EARNINGS TO COMBINED
FIXED CHARGES AND PREFERRED STOCK DIVIDENDS

The following table sets forth our ratafsearnings to combined fixed charges and predesteck dividends for each of the periods
indicated:

For the period November 21,

2007 (date operations For the year For the three
commenced) through December ended December months ended
31, 2007 31, 2008 March 31, 2009
Ratio of earnings to combined fixed charges and
preferred stock dividenc (5.99)x(2) (0.98)x(2) 3.09x

(1) The dollar amount of the deficiency for this perigds $2,486,00(
(2) The dollar amount of the deficiency for the yeadexhDecember 31, 2008 was $59,253,(

The ratios of earnings to combined fixbdrges and preferred stock dividends were compytetividing earnings as adjusted by fixed
charges and preferred stock dividends (where agdghg. For this purpose, earnings consist of regrire from continuing operations and
fixed charges. We currently have no shares of medestock outstanding and, therefore,
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there are no amounts for preferred dividends irezdiuid the above calculation. Fixed charges con§igiterest expense.
DESCRIPTION OF CAPITAL STOCK

The following summary description of capital stock does not purport to be complete anslibject to and qualified in its entirety by
reference to the Maryland General Corporation LawMGCL, and our charter and our bylaws, copieswich will be available before the
closing of this offering from us upon request. ‘S&bere You Can Find More Information.”

The MGCL and our charter and bylaws cionpaovisions that could make it more difficult fampotential acquirer to acquire us by a
tender offer, proxy contest or otherwise. Theseigions are expected to discourage certain coetakeover practices and inadequate
takeover bids and to encourage persons seekinggtora control of us to negotiate first with ourabd of directors. We believe that the
benefits of these provisions outweigh the potewisddvantages of discouraging any such acquigitioposals because, among other things,
the negotiation of such proposals may improve ttegins.

General

Our charter provides that we may issuéoupb0,000,000 shares of stock, consisting ofoup00,000,000 shares of common stock
having a par value of $0.01 per share and up @0B0000 shares of preferred stock having a paevaf$0.01 per share. As of May 22, 2(
472,401,769 shares of common stock and no sham@efefired stock were issued and outstanding. ©ardbof directors, with the approval
a majority of the entire board and without any@citbn the part of our stockholders, may amend barter from time to time to increase or
decrease the aggregate number of shares of stdbk aumber of shares of stock of any class oesé¢hiat we have authority to issue. Under
Maryland law, our stockholders generally are naspeally liable for our debts and obligations spl@$ a result of their status as stockholc

Common Stock

All shares of our common stock have eqjgdits as to earnings, assets, dividends andgatil, when they are issued, will be duly
authorized, validly issued, fully paid and non-assble. Distributions may be paid to the holdersusfcommon stock if, as and when
authorized by our board of directors and declagedshout of funds legally available therefor. Slsaséour common stock have no
preemptive, appraisal, preferential exchange, cmiwe or redemption rights and are freely trandfleraexcept where their transfer is
restricted by federal and state securities laws;dmngract or by the restrictions in our chartertHa event of our liquidation, dissolution or
winding up, each share of our common stock wouldrtiéled to share ratably in all of our assets #re legally available for distribution af
payment of or adequate provision for all of ourwnadebts and other liabilities and subject to argfgrential rights of holders of our
preferred stock, if any preferred stock is outstagét such time. Subject to our charter restriidion the transfer and ownership of our stock
and except as may otherwise be specified in tlest@f any class or series of common stock, eaate sifaour common stock entitles the
holder to one vote on all matters submitted tote wd stockholders,




including the election of directors. Except as fded with respect to any other class or seriesawks the holders of our common stock will
possess exclusive voting power. There is no cuimel&bting in the election of directors, which medhat holders of a majority of the
outstanding shares of common stock can elect aluoflirectors, and holders of less than a majaftyuch shares will be unable to elect any
director.

Preferred Stock

The following description sets forth gealderms and provisions of the preferred stocWitich any prospectus supplement may relate.
The statements below describing the preferred stoekn all respects subject to and qualified &irtkntirety by reference to our charter, as
amended, byaws, as amended, and any articles supplementamyrtoharter, as amended, designating terms afiessgf preferred stock. Tl
preferred stock, when issued, will be validly issully paid, and non-assessable. Because oudhwiatirectors has the power to establish
the preferences, powers and rights of each sefripeferred stock, our board of directors may afftire holders of any series of preferred
stock preferences, powers and rights, voting oemtfse, senior to the rights of common stockholders

The rights, preferences, privileges agdrictions of each series of preferred stock élifixed by the articles supplementary relating to
the series. A prospectus supplement, relating¢b saries, will specify the terms of the preferseatk, as follows:

. the title and stated value of the preferred st

. the voting rights of the preferred stock, if apphite;

. the preemptive rights of the preferred stock, iblagable;

. the restrictions on alienability of the preferrédck, if applicable

. the number of shares offered, the liquidation pexfee per share and the offering price of the sh
. liability to further calls or assessment of thefpreed stock, if applicable

. the dividend rate(s), period(s) and payment date(s)ethod(s) of calculation applicable to the erefd stock
. the date from which dividends on the preferredisteitl accumulate, if applicable

. the procedures for any auction and remarketinghfepreferred stocl

. the provision for a sinking fund, if any, for theeferred stock

. the provision for and any restriction on redemptibapplicable, of the preferred stoc

. the provision for and any restriction on repurchifsgpplicable, of the preferred stoc
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. any listing of the preferred stock on any secwsig&change

. the terms and provisions, if any, upon which thefgnred stock will be convertible into common stackluding the conversion
price (or manner of calculation) and conversionqatl

. the terms under which the rights of the prefertedismay be modified, if applicabl
. any other specific terms, preferences, rights,téitrans or restrictions of the preferred stc
. a discussion of certain material federal incomectxsiderations applicable to the preferred st

. the relative ranking and preferences of the pretestock as to dividend rights and rights uporlithedation, dissolution or
winding-up of our affairs

. any limitation on issuance of any series of pref@istock ranking senior to or on a parity with skeeies of preferred stock as to
dividend rights and rights upon the liquidatiorssdilution or windin-up of our affairs; ani

. any limitations on direct or beneficial ownershiplaestrictions on transfer of the preferred statleach case as may be
appropriate to preserve our qualification as a R

Power to Reclassify Shares of Our Stock

Our charter authorizes our board of doescto classify and reclassify any unissued shafretock into other classes or series of stock,
including preferred stock. Before issuance of shafeeach class or series, the board of direcsorsquired by Maryland law and by our
charter to set, subject to our charter restrictimmshe transfer and ownership of our stock, these preferences, conversion or other rights,
voting powers, restrictions, limitations as to diemnds or other distributions, qualifications annt® or conditions of redemption for each ¢
or series. Thus, the board of directors could aithdhe issuance of shares of common stock oeped stock with terms and conditions
which could have the effect of delaying, deferrargoreventing a transaction or a change in cotati might involve a premium price for
holders of our common stock or otherwise be inrtbest interests. No shares of our preferred stoelpresently outstanding and we have no
present plans to issue any preferred stock.

Power to Issue Additional Shares of Common Stock ahPreferred Stock

We believe that the power of our boardioéctors to amend the charter without stockhofggaroval to increase the total number of
authorized shares of our stock or any class oeseifiour stock, to issue additional authorizedumigsued shares of our common stock or
preferred stock and to classify or reclassify wmskshares of our common stock or preferred stodklzereafter to cause us to issue such
classified or reclassified shares of stock will




provide us with increased flexibility in structugipossible future financings and acquisitions anchéeting other needs which might arise.
The additional classes or series, as well as aunzan stock, will be available for issuance withfwrther action by our stockholders, unless
stockholder action is required by applicable lavthar rules of any stock exchange or automated aotaystem on which our securities may
be listed or traded. Although our board of direstioas no intention at the present time of doingtsmuld authorize us to issue a class or
series that could, depending upon the terms of slass or series, delay, defer or prevent a traiosaor a change in control of us that might
involve a premium price for holders of our commewck or otherwise be in their best interests.

Restrictions on Ownership and Transfer

To qualify as a REIT under the InternavBnue Code for each taxable year beginning akeeMber 31, 2007, our shares of capital
stock must be beneficially owned by 100 or morespes during at least 335 days of a taxable ye&a? ahonths or during a proportionate part
of a shorter taxable year. Also, beginning aftecémaber 31, 2007, no more than 50% of the valueipbatstanding shares of capital stock
may be owned, directly or constructively, by fivefewer individuals (as defined in the Internal Beue Code to include certain entities)
during the second half of any calendar year.

Our charter, subject to certain exce@i@ontains restrictions on the number of sharesiotapital stock that a person may own. Our
charter provides that (subject to certain exceptiescribed below) no person may own, or be de¢émedn by the attribution provisions of
the Internal Revenue Code, more than 9.8% in vatue number of shares, whichever is more resuégtof any class or series of our capital
stock.

Our charter also prohibits any persomfi@ beneficially or constructively owning shai@sour capital stock that would result in our
being “closely held” under Section 856(h) of theelnal Revenue Code or otherwise cause us toofgilialify as a REIT and (ii) transferring
shares of our capital stock if such transfer waekllt in our capital stock being owned by fewentii00 persons. Any person who acquires
or attempts or intends to acquire beneficial orstauttive ownership of shares of our capital stitgk will or may violate any of the foregoi
restrictions on transferability and ownership, drows the intended transferee of shares of oukstdich are transferred to the trust (as
described below), will be required to give notioenediately to us and provide us with such othesrimfation as we may request to determine
the effect of such transfer on our status as a REH€ foregoing restrictions on transferability awdnership will not apply if our board of
directors determines that it is no longer in owstheterests to attempt to qualify, or to continogualify, as a REIT.

Our board of directors, in its sole d&tmn, may exempt a person from the foregoing ic&ins. The person seeking an exemption
must provide to our board of directors such repregmns, covenants and undertakings as our bdatileztors may deem appropriate to
conclude that granting the exemption will not causé¢o lose our status as a REIT. Our board otttire may also require a ruling from the
Internal Revenue Service or an opinion of counsetermine or ensure our status as a REIT.
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Any attempted transfer of our securitidsch, if effective, would result in a violation tfe foregoing restrictions will cause the numr
of securities causing the violation (rounded torikarest whole share) to be automatically transfieto a trust for the exclusive benefit of one
or more charitable beneficiaries, and the propassadsferee will not acquire any rights in such sies. The automatic transfer will be
deemed to be effective as of the close of busiorgke business day (as defined in our chartedrbehe date of the transfer. If, for any
reason, the transfer to the trust is ineffective,charter provides that the purported transfesidtation of the restrictions will be voidb
initio . Shares of our stock held in the trust will baeies$ and outstanding shares. The proposed transtdtemt benefit economically from
ownership of any securities held in the trust, Wéle no rights to dividends and no rights to \astether rights attributable to the shares of
stock held in the trust. The trustee of the truditivave all voting rights and rights to dividendsother distributions with respect to shares
in the trust. These rights will be exercised fa #xclusive benefit of the charitable beneficidgy dividend or other distribution paid before
our discovery that shares of stock have been wamsf to the trust will be paid by the recipienthe trustee upon demand. Any dividend or
other distribution authorized but unpaid will bedoavhen due to the trustee. Any dividend or disttibn paid to the trustee will be held in
trust for the charitable beneficiary. Subject torijdand law, the trustee will have the authorityt@i)rescind as void any vote cast by the
proposed transferee before our discovery thattihees have been transferred to the trust ana(igdast the vote in accordance with the
desires of the trustee acting for the benefit ef¢haritable beneficiary. However, if we have alsetaken irreversible corporate action, then
the trustee will not have the authority to rescamd recast the vote.

Within 20 days of receiving notice from tlnat the securities have been transferred tudisg the trustee will sell the securities to a
person designated by the trustee, whose owner§ltiiyg cecurities will not violate the above owndpdimitations. Upon such sale, the
interest of the charitable beneficiary in the sémg sold will terminate and the trustee will disute the net proceeds of the sale to the
proposed transferee and to the charitable bengfiamfollows. The proposed transferee will receheelesser of (i) the price paid by the
proposed transferee for the securities or, if teppsed transferee did not give value for the sgéesiin connection with the event causing the
securities to be held in the trust (e.g., a gilyide or other similar transaction), the markete(as defined in our charter) of the securities on
the day of the event causing the securities todbe in the trust and (ii) the price received by thestee from the sale or other disposition of
the securities. The trustee may reduce the amaysatipe to the proposed transferee by the amoutiivisfends and distributions paid to the
proposed transferee and owed by the proposed éraesfo the trustee. Any net sale proceeds in exafdbe amount payable to the proposed
transferee will be paid immediately to the chalgabeneficiary. If, before our discovery that tleewrities have been transferred to the trust,
the securities are sold by the proposed transféren, (i) the securities shall be deemed to haea lseld on behalf of the trust and (ii) to the
extent that the proposed transferee received aminfior the securities that exceeds the amounpitbposed transferee was entitled to
receive, the excess shall be paid to the trustea dpmand.

In addition, the securities held in thest will be deemed to have been offered for salgst or our designee, at a price per share eg
the lesser of (i) the price per share in the tretisa that resulted in the transfer to the trust ifothe case of a devise or gift, the marketepric
at the time of the devise or gift) and (ii) the ketrprice on the date we, or our designee,
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accept the offer. We may reduce the amount payalitee proposed transferee, however, by the amafuarty dividends or distributions paid
to the proposed transferee on the securities ard dy the proposed transferee to the trustee. Waavie the right to accept the offer until
the trustee has sold the securities. Upon a sals, tthe interest of the charitable beneficiarthim securities sold will terminate and the trustee
will distribute the net proceeds of the sale topiheposed transferee.

All certificates representing the secesitwill bear a legend referring to the restricti@escribed above or will state that we will fumis
a full statement about certain transfer restrictitma stockholder upon request and without charge.

Every owner of more than 5% (or such lop&rcentage as required by the Internal Revenue Gothe regulations promulgated
thereunder) in value of all classes or series ofstack, including shares of common stock, withindays after the end of each taxable year,
will be required to give written notice to us statithe name and address of such owner, the nurblares of each class and series of share:
of our stock which the owner beneficially owns andescription of the manner in which the sharedial@. Each owner shall provide to us
such additional information as we may request terdeine the effect, if any, of the beneficial owst@p on our status as a REIT and to ensure
compliance with the ownership limitations. In aduiit each such owner shall upon demand be reqtarprbvide to us such information as
we may request, in good faith, to determine ouustas a REIT and to comply with the requiremeheny taxing authority or governmental
authority or to determine such compliance.

These ownership limitations could deldgfer or prevent a transaction or a change in obtitat might involve a premium price for the
common stock or might otherwise be in your besrests.

Classification of Board of Directors, Vacancies andRemoval of Directors

Our charter and by-laws, as amended,igedor a staggered Board of Directors consistihgpoto fifteen directors. Our charter
provides that our directors shall be divided iritee classes, with terms of three years each. iimber of directors in each class and the
expiration of each class term is as follows:

Class | 2 Directors Expires 201!
Class Il 2 Directors Expires 200¢
Class llI 1 Directors Expires 201(

At each annual meeting of our stockhadsuccessors of the class of directors whosed&pines at that meeting will be elected for a
three-year term and the directors in the otherdlasses will continue in office. A classified BoariDirectors may delay, defer or prevent a
change in control or other transaction that migkiblve a premium over the then prevailing markétgfor our common stock or other
attributes that our stockholders may consider dbkir In addition, a classified Board of Directoosild prevent stockholders who do not
agree with the policies of our Board of Directa@nh replacing a majority of the Board of Directéos two years, except in the event of
removal for cause.
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Our by-laws, as amended, provide thatwaoancy on our Board of Directors may be filledabyajority of the remaining directors.
Any individual so elected director will hold offider the unexpired term of the director he or sheeplacing. Our by-laws, as amended,
provide that a director may be removed at any timg for cause upon the affirmative vote of at tedam-thirds of the votes entitled to be ¢
in the election of directors, but only by a votkea at a stockholder meeting. These provisionsigpdecstockholders from removing
incumbent directors, except for cause and uporbatantial affirmative vote, and filling the vacaegicreated by such removal with their own
nominees.

Indemnification

Our amended and restated charter oblgateo indemnify our directors and officers angay or reimburse expenses for them before
the final disposition of a proceeding to the maximextent permitted by Maryland law. The Corporagiamd Associations Article of the
Annotated Code of Maryland (or the Maryland Gen€miporation Law) permits a corporation to indemuiié present and former directors
and officers against judgments, penalties, finetilesnents and reasonable expenses actually imchyréhem in connection with any
proceeding to which they may be made a party byaraf their service in those or other capacitiedgss it is established that (1) the act or
omission of the director or officer was materiathie matter giving rise to the proceeding and (@} sommitted in bad faith, or (b) was the
result of active and deliberate dishonesty, ott{g)director or officer actually received an impgopersonal benefit in money, property or
services, or (3) in the case of any criminal proaeg, the director or officer had reasonable caadeelieve that the act or omission was
unlawful.

Limitation of Liability

The Maryland General Corporation Law pigsrthe charter of a Maryland corporation to in@wdprovision limiting the liability of its
directors and officers to the corporation andtie€kholders for money damages, except to the egtemni1) it is proved that the person
actually received an improper benefit or profitiioney, property or services, or (2) a judgmenttbeofinal adjudication adverse to the
person is entered in a proceeding based on a §rttat the person’s action, or failure to act, Wasresult of active and deliberate dishonesty
and was material to the cause of action adjudicatéite proceeding. Our amended and restated chadeides for elimination of the liabilit
of our directors and officers to us or our stockleos for money damages to the maximum extent peanity Maryland law from time to
time.

Maryland Business Combination Act

The Maryland General Corporation Law klshes special requirements for “business comiaingt between a Maryland corporation
and “interested stockholderahless exemptions are applicable. An interestezkbtaider is any person who beneficially owns 10%nore of
the voting power of our then outstanding votingckt(Among other things, the law prohibits for aipdrof five years a merger and other
similar transactions between us and an interestatttsolder unless the Board of Directors approvedttansaction prior to the party
becoming an interested stockholder. The five-yeaiog runs from the most recent date on which iberésted stockholder became an
interested stockholder. The law also requires asngjority
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stockholder vote for such transactions after thieadrthe five-year period. This means that thedsation must be approved by at least:

. 80% of the votes entitled to be cast by holdersutétanding voting shares; a

. two-thirds of the votes entitled to be cast by lkoddof outstanding voting shares other than shelekby the interested
stockholder or an affiliate of the interested stomker with whom the business combination is tetiected.

As permitted by the Maryland General Gogtion Law, we have elected not to be governetheyMaryland business combination
statute. We made this election by opting out of gtatute in our charter, as amended. If, howeveramend our charter to opt back in to the
statute, the business combination statute could Haeffect of discouraging offers to acquire mg af increasing the difficulty of
consummating any such offers, even if our acqoisitvould be in our stockholders’ best interests.

Maryland Control Share Acquisition Act

Maryland law provides that “control st&iref a Maryland corporation acquired in a “contsblare acquisition” have no voting rights
except to the extent approved by a vote of therattuekholders. Two-thirds of the shares eligibledote must vote in favor of granting the
“control shares” voting rights. “Control shareséahares of stock that, taken together with akiosihares of stock the acquirer previously
acquired, would entitle the acquirer to exercistingppower in electing directors within one of flelowing ranges of voting power:

. one-tenth or more but less than «third of all voting power
. one-third or more but less than a majority of all vgtipower; ot

. a majority or more of all voting powe

Control shares do not include sharesamksthe acquiring person is entitled to vote assalt of having previously obtained stockhol
approval. A “control share acquisition” means thquasition of control shares, subject to certainegptions.

If a person who has made (or proposesake) a control share acquisition satisfies cextaimditions (including agreeing to pay
expenses), he may compel our Board of Directocalica special meeting of stockholders to consildervoting rights of the shares. If such a
person makes no request for a meeting, we haveptien to present the question at any stockholdaegting.

If voting rights are not approved at aetimgy of stockholders then, subject to certain ddorts and limitations, we may redeem any or
all of the control shares (except those for whioting rights have previously been approved) for faiue. We will determine the fair value
the shares, without regard to the absence of voiginys, as of the date of either:

. the last control share acquisition;
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. the meeting where stockholders considered andatidpprove voting rights of the control shal

If voting rights for control shares appeoved at a stockholders’ meeting and the acgbeomes entitled to vote a majority of the
shares of stock entitled to vote, all other stoddtéis may obtain rights as objecting stockholded ghereunder, exercise appraisal rights.
This means that you would be able to force usdeaen your stock for fair value. Under Maryland ldwe fair value may not be less than the
highest price per share paid in the control shagaiaition. Furthermore, certain limitations othesgapplicable to the exercise of dissenters’
rights would not apply in the context of a consbhre acquisition. The control share acquisitiatusé would not apply to shares acquired
merger, consolidation or share exchange if we \agrarty to the transaction. The control share aitipm statute could have the effect of
discouraging offers to acquire us and of increa#firegdifficulty of consummating any such offerseevf our acquisition would be in our
stockholders’ best interests.

Transfer Agent and Registrar

Mellon Investor Services LLC, 480 WashomgBlvd., Jersey City, New Jersey 07310, is thagfer agent and registrar for our stock
telephone number is (800) 522-6645.

MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

This section summarizes the material f@dacome tax considerations that you, as an O\aeedefined in the immediately succeeding
paragraph) of shares of capital stock, may consalevant. K&L Gates LLP has acted as our tax celjinas reviewed this section and is of
the opinion that the discussion contained heréaityfaummarizes the federal income tax consequetizsare likely to be material to an
Owner of our shares of capital stock. Becausesiision is a summary, it does not address all éspétaxation that may be relevant to
particular Owners of our capital stock in lighttbéir personal investment or tax circumstance$) gertain types of Owners that are subject
to special treatment under the federal incomedaw®s] such as insurance companies, tax-exempt aajems (except to the extent discussed
in “—Taxation of Owners,—Taxation of Tax-Exempt Cavge” below), regulated investment companies, peships and other pass-through
entities (including entities classified as parthgs for federal income tax purposes), financiatitations or broker-dealers, and non-U.S.
individuals and foreign corporations (except toéhéent discussed in “—Taxation of Owners,—Taxatbforeign Owners” below) and
other persons subject to special tax rules.

You should be aware that in this sectiginen we use the term:

. “Code” we mean the Internal Revenue Code of 1986, as ade

. “Disqualified organizatio” we mean any organization described in section 8§0&) of the Code, includin
i.  the United States
ii. any state or political subdivision of the Unite@t8s;

iii. any foreign governmen
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iv. any international organizatio
V.  any agency or instrumentality of any of the foregp

Vi. any charitable remainder trust or other tax-exeongéanization, other than a farmer’s cooperativedesed in section 521
of the Code, that is exempt both from income taxa#ind from taxation under the unrelated busireesabie income
provisions of the Code; ar

vii. any rural electrical or telephone cooperat
. “Domestic Owne” we mean an Owner that is a U.S. Per:
. “Foreign Owne” we mean an Owner that is not a U.S. Per
. “IRS” we mean the Internal Revenue Serv
. “Owner” we mean any person having a beneficial ownerinterest in shares of our capital sto

. “TMP,” we mean a taxable mortgage pool as that term isetkfn section 7701(i)(2) of the Coc

. “TRS,” we mean a taxable REIT subsidiary describeder “—Requirements for Qualification—Taxable REUibsidiaries”
below;



. “U.S. Person,” we mean (i) a citizen or residenthef United States; (ii) a corporation (or entigatted as a corporation for federal
income tax purposes) created or organized in thed$tates or under the laws of the United Stated any state thereof,
including, for this purpose, the District of Coluiab(iii) a partnership (or entity treated as atparship for tax purposes) organi:
in the United States or under the laws of the Wh&ates or of any state thereof, including, fig furpose, the District of
Columbia (unless provided otherwise by future Tueasegulations); (iv) an estate whose income éuidible in gross income for
federal income tax purposes regardless of its gpwrc(v) a trust, if a court within the United &tsis able to exercise primary
supervision over the administration of the trust ane or more U.S. Persons have authority to cbalireubstantial decisions of
the trust. Notwithstanding the preceding clauséhéoextent provided in Treasury regulations, dettaists that were in existence
on August 20, 1996, that were treated as U.S. Rensoor to such date, and that elect to contiougettreated as U.S. Persons,
also are U.S. Persor

The statements in this section and theiop of K&L Gates LLP are based on the currenefad income tax laws. We cannot assure
you that new laws, interpretations of law or caletisions, any of which may take effect retroadyiveill not cause any statement in tl
section to be inaccurate. No assurance can be thetthe IRS would not assert, or that a courtldoot sustain, a position contrary to any
of the tax consequences described below. We havsonght and will not seek an advance ruling framIRS regarding any matter in this
prospectus.

This summary provides general informatioty and is not tax advice. We urge you to congoilir tax advisor regarding the specific
consequences to you of the purchase,
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ownership and sale of our capital stock and ofadection to be taxed as a REIT. Specifically, ybawdd consult your tax advisor regarding
the federal, state, local, foreign, and other @xsequences of such purchase, ownership, saldexime, and regarding potential changes in
applicable tax laws.

Taxation of Our Company

We have elected to be taxed as a REIEu8dctions 856 through 860 of the Code commengitigour short taxable year ending on
December 31, 2007. We believe that we were orgdrane have operated and will continue to operaseiaih a manner as to qualify for
taxation as a REIT under the federal income taxs]dwt no assurances can be given that we willabpén a manner so as to qualify or
remain qualified as a REIT. This section discuskedaws governing the federal income tax treatnoéatREIT and the owners of REIT
stock. These laws are highly technical and complex.

In the opinion of K&L Gates LLP, our caet, we have qualified to be taxed as a REIT beggwith our taxable year ended on
December 31, 2007, and our organization and cuamsiproposed method of operation will enable wtdinue to meet the requirements
qualification and taxation as a REIT. Investorsudtidoe aware that K&L Gates LLP’s opinion is bas@on customary assumptions, is
conditioned upon certain representations made asus factual matters, including representatiegsurding the nature of our assets and the
conduct of our business, and is not binding upen®S or any court.

In addition, K&L Gates LLRB'opinion is based on existing federal income &ax doverning qualification as a REIT, which is dbjto
change either prospectively or retroactively. Mmexo our qualification and taxation as a REIT depapon our ability to meet on a
continuing basis, through actual annual operatisglts, certain qualification tests set forth ie taderal income tax laws. Those qualification
tests involve the percentage of income that we #ram specified sources, the percentage of ourtssisat falls within specified categories,
the diversity of our stock ownership, and the petage of our earnings that we distribute. K&L Gdte® will not review our compliance
with those tests on a continuing basis. Accordingtyassurance can be given that our actual resfutigerations for any particular taxable
year will satisfy such requirements. For a disaussif the tax consequences of our failure to qualdf a REIT, se*—Failure to Qualify.”

If we qualify as a REIT, we generally bibt be subject to federal income tax on our téx@izome that we currently distribute to our
stockholders, but taxable income generated by onrestic TRSs, if any, will be subject to reguladdeal (and applicable state and local)
corporate income tax. However, we will be subjedederal tax in the following circumstances:

. We will pay federal income tax on our taxable inepimcluding net capital gain, that we do not distie to stockholders during,
or within a specified time period after, the calangear in which the income is earn

. We may be subject to ti*alternative minimum ta”

. We will pay federal income tax at the highest cogpe rate on
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™ netincome from the sale or other disposition @ferty acquired through foreclosure, which we rédeas foreclosure
property, that we hold primarily for sale to custmin the ordinary course of business,

other nor-qualifying income from foreclosure proper

. We will pay a 100% tax on net income earned frolessar other dispositions of property, other thare€losure property, that we
hold primarily for sale to customers in the ordineourse of busines

. If we fail to satisfy the 75% gross income testhe 95% gross income test, as described below rdéross Income Tests,” but
nonetheless continue to qualify as a REIT becawsmeet other requirements, we will be subject10@ tax on

™ the greater of the amount by which we fail the 7§%ss income test or the 95% gross income testjptied, in either
case, by

™ a fraction intended to reflect our profitabili

. If we fail to satisfy the asset tests by more thafe minimis amount, as described below under “—eA$ssts,” as long as the
failure was due to reasonable cause and not téulvilkglect, we dispose of the assets or othereaseply with such asset tests
within six months after the last day of the quamewhich we identify such failure and we file &hedule with the IRS describing
the assets that caused such failure, we will p@x &qual to the greater of $50,000 or 35% of #tamcome from the non-
qualifying assets during the period in which wéef@ito satisfy such asset tes

. If we fail to satisfy one or more requirements REIT qualification, other than the gross incomégesd the asset tests, and such
failure was due to reasonable cause and not dwélfiol neglect, we will be required to pay a petyabf $50,000 for each such
failure.



We may be required to pay monetary penalties tdRISein certain circumstances, including if we tailmeet recordkeeping
requirements intended to monitor our compliancéwites relating to the composition of a REIT scétioolders, as described
below in“—Requirements for Qualificatic”

If we fail to distribute during a calendar yeatesst the sum of: (i) 85% of our REIT ordinary inwe for the year, (ii) 95% of our
REIT capital gain net income for the year and éiily undistributed taxable income from earlier pasi we will pay a 4%
nondeductible excise tax on the excess of the redjdiistribution over the sum of the amount we altudistributed and any
retained amounts on which income tax has beengtdlte corporate leve

We may elect to retain and pay federal income tagur net longerm capital gain. In that case, a Domestic Ownauld/be taxe
on its proportionate share of our undistributedgldarm capital gain (to the extent that we makienaly designation of such gain
to the stockholder) and would receive a crediefumd for its proportionate share of the tax welg
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. We will be subject to a 100% excise tax on trarisastbetween us and any of our TRSs that are matuied on an arm’s-length
basis.

. If (@) we recognize excess inclusion income fawable year as a result of our ownership of a 16Quity interest in a TMP or
our ownership of a REMIC residual interest andaiisg or more Disqualified Organizations is the rdamwner of shares of our
capital stock during that year, then we will bejeabto tax at the highest corporate federal inctemeate on the portion of the
excess inclusion income that is allocable to thegDalified Organizations. We do not anticipate awgriREMIC residual interests;
we may, however, own 100% of the equity interastsrie or more CDO offerings or one or more trustsied in connection with
our securitization transactions, but intend tocttite each CDO offering and each securitizations@aation so that the issuing
entity would not be classified as a TMP. “—Taxable Mortgage Poo”

. If we acquire any asset from a C corporation, comoration that generally is subject to full caiqe-level tax, in a merger or
other transaction in which we acquire a basis énabset that is determined by reference eithéret@tcorporation’s basis in the
asset or to another asset, we will pay tax at ijledst corporate federal income tax rate if we gatxe gain on the sale or
disposition of the asset during the 10-year pesitel we acquire the asset. The amount of gain linhave will pay tax is the
lesser of:

™ the amount of gain that we recognize at the timihefsale or disposition, a

™ the amount of gain that we would have recognizeeeithad sold the asset at the time we acquiredsuming that the
C corporation will not elect in lieu of this treagmt to an immediate tax when the asset is acqt

In addition, notwithstanding our qualéton as a REIT, we may also have to pay certaie stnd local income taxes because not all
states and localities treat REITs in the same nrathia¢ they are treated for federal income tax pses. Moreover, as further described be
any domestic TRS in which we own an interest wélldubject to federal, state and local corporatentectax on its taxable income. We could
also be subject to tax in situations and on traiwa not presently contemplated.

Requirements for Qualification
A REIT is a corporationygt, or association that meets each of the follgwaguirements:
1. It is managed by one or more trusteafirectors.
2. Its beneficial ownership is evidenbydransferable shares or by transferable certéicaf beneficial interest.
3. It would be taxable as a domestic emfion, but for the REIT provisions of the fedaeradlome tax laws.
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4. It is neither a financial institutior an insurance company subject to special piassof the federal income tax laws.
5. At least 100 persons are beneficialens of its shares or ownership certificates.

6. Not more than 50% in value of its tantsling shares or ownership certificates is owdedctly or indirectly, by five or fewer
individuals, which the federal income tax laws defto include certain entities, during the last babany taxable year. For purposes of this
requirement, indirect ownership will be determitgdapplying attribution rules set out in sectiort ®f the Code, as modified by section 856
(h) of the Code.

7. It elects to be taxed as a REIT, ariade such election for a previous taxable yeat satisfies all relevant filing and other
administrative requirements that must be met totelad maintain REIT qualification.

8. It meets certain other qualificatiests, described below, regarding the nature afiéisme and assets.

We must meet requirements 1 through fhdusur entire taxable year and must meet requineéfeluring at least 335 days of a taxable
year of twelve months, or during a proportionate paa taxable year of less than twelve monthgjuRements 5 and 6 applied to
beginning with our 2008 taxable year. If we compith all the requirements for ascertaining the omsh@ of our outstanding stock in a
taxable year and have no reason to know that watei requirement 6, we will be deemed to havefadi requirement 6 for that taxable
year. For purposes of determining share owneramigurequirement 6, ¢individual” generally includes a supplemental un@ayment
compensation benefits plan, a private foundatiom, portion of a trust permanently set aside odselusively for charitable purposes. An
“individual” generally does not include a trust tiga qualified employee pension or profit shatingt under the federal income tax laws,
however, and beneficiaries of such a trust wiltleated as owning our stock in proportion to tlaetuarial interests in the trust for purposes
of requirement 6.

We believe that our shares are held autfficient diversity of ownership to satisfy recgrinents 5 and 6. In addition, our charter rest
the ownership and transfer of our stock so thaskald continue to satisfy these requirements.prbeisions of our charter restricting the
ownership and transfer of our capital stock aredesd in “Description of Capital Stock—Restrict®oan Ownership and Transfer.”

To monitor compliance with the share ogh@ requirements, we generally are required tmtaim records regarding the actual
ownership of our shares. To do so, we must demaittkw statements each year from the record holofesgynificant percentages of our
stock pursuant to which the record holders mustiate the actual owners of the shares (i.e., th&ops required to include our dividends in
their gross income). We must maintain a list okthpersons failing or refusing to comply with tiésnand as part of our records. We could
be subject to monetary penalties if we fail to cbnwath these record keeping requirements. If yailidr refuse to comply with the demands,
you will be required by Treasury Regulations tomitta statement with your tax return disclosing yactual ownership of our shares ¢
other
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information. In addition, we must satisfy all redent filing and other administrative requirementsttimust be met to elect and maintain REIT
qualification and use a calendar year for federadime tax purposes. We intend to continue to comyily these requirements.

Qualified REIT Subsidiaries

A corporation that is a “qualified REIUlssidiary” is not treated as a corporation sepdrata its parent REIT. All assets, liabilities,
and items of income, deduction and credit of ai§@dlREIT subsidiary are treated as assets, lt@s| and items of income, deduction and
credit of the REIT. A qualified REIT subsidiaryascorporation, other than a TRS, all of the cagitatk of which is owned, directly or
indirectly, by the REIT. Thus, in applying the ré@ments described herein, any qualified REIT alibsy that we own will be ignored, and
all assets, liabilities, and items of income, dditducand credit of such subsidiary will be treasesdour assets, liabilities, and items of income,
deduction and credit. If we own 100% of the equitgrests in a CDO issuer or other securitizatiehiele that is treated as a corporation for
tax purposes, that CDO issuer or other securitinatehicle would be a qualified REIT subsidiarylass we and the CDO issuer or other
securitization vehicle jointly elect to treat th®Q issuer or other securitization vehicle as a TRRS.anticipated that CDO financings we
enter into will be treated as qualified REIT suleis.

Other Disregarded Entities and Partnepshi

An unincorporated domestic entity, sustagartnership, limited liability company, or trtisat has a single owner generally is not
treated as an entity separate from its parentiderfal income tax purposes. An unincorporated dtoenestity with two or more owners
generally is treated as a partnership for fede@me tax purposes. In the case of a REIT thapater in a partnership that has other
partners, the REIT is treated as owning its propogte share of the assets of the partnership siedrming its allocable share of the gross
income of the partnership for purposes of the apple REIT qualification tests. For purposes of1@6 value test (see “—Asset Tests”), our
proportionate share is based on our proportiomagedst in the equity interests and certain deturitges issued by the partnership. For all of
the other asset and income tests, our proporti@tetee is based on our proportionate interestarc#ipital interests in the partnership. Our
proportionate share of the assets, liabilities, itamds of income of any partnership, joint ventardimited liability company that is treated as
a partnership for federal income tax purposes iitlvtve acquire an interest, directly or indirectijll be treated as our assets and gross
income for purposes of applying the various REI&lification requirements.

If a disregarded subsidiary of ours cedede wholly-owned—for example, if any equityeirgst in the subsidiary is acquired by a
person other than us or another disregarded sabgidf ours—the subsidiary’s separate existencddavoo longer be disregarded for federal
income tax purposes. Instead, the subsidiary woaleé multiple owners and would be treated as e#thgartnership or a taxable corporation.
Such an event could, depending on the circumstaadesrsely affect our ability to satisfy the vaisaasset and gross income requirements
applicable to REITs, including the requirement tR&iTs generally may not own, directly or indirgctinore than 10% of the securities of
another corporation. See “—Asset Tests” and “—Ginsseme Tests.”
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Taxable REIT Subsidiaries

A REIT is permitted to own up to 100%tloé stock of one or more TRSs. A TRS is a fullyatale corporation that may earn income
that would not be qualifying income if earned dilgty the parent REIT. The subsidiary and the REITst jointly elect to treat the
subsidiary as a TRS. A corporation with respeatiiich a TRS directly or indirectly owns more tha&¥a of the voting power or value of the
stock will automatically be treated as a TRS. Weegally may not own more than 10%, as measuredhbygy power or value, of the
securities of a corporation that is not a qualifRiEl T subsidiary unless we and such corporatioct étetreat such corporation as a TRS.
Overall, no more than 25% of the value of a REBASsets may consist of stock or securities of omaaye TRSs.

The separate existence of a TRS or daéxable corporation, unlike a qualified REIT suliesig or other disregarded subsidiary as
discussed above, is not ignored for U.S. federarime tax purposes. Accordingly, a domestic TRS d/geherally be subject to federal (and
applicable state and local income tax) corporaterime tax on its earnings, which may reduce the flashgenerated by us and our
subsidiaries in the aggregate and our ability t&erdistributions to our stockholders.

A REIT is not treated as holding the &sséa TRS or other taxable subsidiary corporatioas receiving any income that the
subsidiary earns. Rather, the stock issued byuhsidiary is an asset in the hands of the REIT,thadREIT generally recognizes as income
the dividends, if any, that it receives from thésdiary. This treatment can affect the gross ine@md asset test calculations that apply to the
REIT, as described below. Because a parent REIF doktinclude the assets and income of such sapgidorporations in determining the
parent’s compliance with the REIT requirementshsetities may be used by the parent REIT to uallerindirectly activities that the REIT
rules might otherwise preclude it from doing dikgatr through pass-through subsidiaries or rendenroercially unfeasible (for example,
activities that give rise to certain categoriesnebme such as non-qualifying hedging income oeimory sales).

Certain restrictions imposed on TRSsiended to ensure that such entities will be stthifeappropriate levels of U.S. federal income
taxation. If a TRS that has for any taxable yedhl§) a debt-to-equity ratio in excess of 1.5 t@fd (ii) accrued interest expense in excess of
accrued interest income, then the TRS may be demiédterest expense deduction for a portion ofriterest expense accrued on
indebtedness owed to the parent REIT (althougi B® can carry forward the amount disallowed to egbent taxable years). In addition, if
amounts are paid to a REIT or deducted by a TRSaltransactions between the REIT and a TRS thagexkthe amount that would be paid
to or deducted by a party in an arm’s-length tratisa, the REIT generally will be subject to an isectax equal to 100% of such excess. We
intend to scrutinize all of our transactions wittyaf our subsidiaries that are treated as a TR ieffort to ensure that we do not become
subject to this excise tax; however, we cannotrasgou that we will be successful in avoiding thigise tax.
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Gross Income Test:

We must satisfy two gross income testaially to maintain qualification as a REIT. Firat,least 75% of our gross income for each
taxable year must consist of defined types of inedinat we derive from investments relating to praperty or mortgages on real property
from qualified temporary investments. Qualifyinga@me for purposes of the 75% gross income testrgiyécludes:

. rents from real propert

. interest on debt secured by a mortgage on reakptopr on interests in real proper
. dividends or other distributions on, and gain fritva sale of, shares in other REI

. gain from the sale of real estate ass

. any amount includible in gross income with respect regular or residual interest in a REMIC, usliess than 95% of the
REMIC’s assets are real estate assets, in which casa pnbportionate amount of such income will qualdgd

. income derived from certain temporary investme

Second, in general, at least 95% of easgincome for each taxable year must consistanime that is qualifying income for purposes
of the 75% gross income test, other types of isteaad dividends, gain from the sale or dispositibstock or securities (provided that such
stock or securities are not inventory property, peoperty held primarily for sale to customersha ordinary course of business) or any
combination of these.

Gross income from the sale of inventayperty is excluded from both the numerator anddgr®ominator in both income tests. Incc
and gain from hedging transactions that we entertmhedge indebtedness incurred or to be incuoeaquire or carry real estate assets will
generally be excluded from both the numerator &eddenominator for purposes of the 95% gross indesteand the 75% gross income test.
We intend to monitor the amount of our non-quatifyincome and manage our investment portfolio topy at all times with the gross
income tests but we cannot assure you that webeifiuccessful in this effort.

Interest

The term “interest,” as defined for pusps of both gross income tests, generally excladgsmount that is based in whole or in part
on the income or profits of any person. Howeveterigst generally includes the following: (i) an ambthat is based on a fixed percentage or
percentages of gross receipts or sales and (&jrayunt that is based on the income or profits ladraower, where the borrower derives
substantially all of its income from the real pragesecuring the debt by leasing substantially#lts interest in the property, but only to the
extent that the amounts received by the borrowerdvbe qualifying “rents from real property” if reiwed directly by a REIT.

If a loan contains a provision that desita REIT to a percentage of the borrower’s gaionuthe sale of the real property securing the
loan or a percentage of the appreciation in the
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property’s value as of a specific date, income attributebidat loan provision will be treated as gain frire sale of the property securing
loan, which generally is qualifying income for paggs of both gross income tests.

Interest, including original issue disnbor market discount, that we accrue on our rette-related investments generally will be
qualifying income for purposes of both gross incdests. However, many of our investments will neslecured by mortgages on real
property or interests in real property. Our inteissome from those investments will be qualifyingome for purposes of the 95% gross
income test but not the 75% gross income testdtlitian, as discussed below, if the fair marketieabf the real estate securing any of our
investments is less than the principal amount efuihderlying loan, a portion of the income fromttingestment will be qualifying income f
purposes of the 95% gross income test but not3ke gross income test.

Where a mortgage covers both real prggart other property, an apportionment of inteirestime must be made for purposes of the
75% gross income test. If a mortgage covers bathpm@perty and other property and the fair maviadtie of the real property securing the
mortgage loan at the time we commit to originataceuire the mortgage loan equals or exceeds ¢fiesii principal amount of the loan
during the year, then all of the interest we acami¢he mortgage loan will qualify for purposesttd 75% gross income test. If, however, the
value of the real property were less than the hEgheancipal amount, then only a portion of theenesst income we accrue on the mortgage
loan would qualify for purposes of the 75% grosoime test; such portion based on the percentageadeypt of a fraction, the numerator of
which is the fair market value of the real properhd the denominator of which is the principal antaf the mortgage loan.

Feelncome

We may receive various fees in conneatidh our operations. The fees will be qualifyimgome for purposes of both the 75% gross
income and 95% gross income tests if they arevedan consideration for entering into an agreentembake a loan secured by a mortgage
on real property or an interest in real propertst tire fees are not determined by income or profiemy person. Other fees are not qualifying
income for purposes of either gross income tesy. f&es earned by our TRS will not be included forgmses of the gross income tests.

Dividends

Our share of any dividends received fanmg corporation (including any TRS that we own, éxtluding any REIT or any qualified
REIT subsidiary) in which we own an equity interegit qualify for purposes of the 95% gross incotast but not for purposes of the 75%
gross income test. Our share of any dividends vedegrom any other REIT in which we own an equitterest will be qualifying income for
purposes of both gross income tests.

Rents from Real Property
We currently do not intend to acquird pmraperty with the proceeds of offerings of theseurities.
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Hedging Transactions

We may, from time to time, enter into fiedj transactions with respect to the interest riateassociated with our borrowings. To the
extent that we enter into a contract to hedge @stenate risk on indebtedness incurred to acquicawy real estate assets, any income and
gain from such hedging transaction will be excluttedh gross income for purposes of the 95% grosasrire test and the 75% gross income
test. To the extent that we hedge for certain gbueposes, the resultant income or gain will bated as income that does not qualify under
the 95% gross income test or the 75% gross incesieWe intend to structure any hedging transadti@imanner that does not jeopardize
our status as a REIT but we cannot assure yowthatill be successful in this regard. We may condome or all of our hedging activities
through a TRS, the income from which may be suligétderal income tax, rather than participatimghie arrangements directly or through a
partnership, qualified REIT subsidiary or otherédgarded subsidiary. No assurance can be givereV@mwthat our hedging activities will r
give rise to income that does not qualify for pueg® of either or both of the REIT gross incomestestd will not adversely affect our ability
to satisfy the REIT qualification requirements.

Failure to Satisfy Gross I ncome Tests

We intend to monitor the amount of ounsgualifying income and manage our assets to comvjilythe gross income tests for each
taxable year for which we seek to maintain ourustais a REIT. We cannot assure you, however, thatilvbe able to satisfy the gross
income tests. If we fail to satisfy one or bothtd gross income tests for any taxable year, wemaagrtheless qualify as a REIT for such
year if we qualify for relief under certain prowsis of the Code. These relief provisions will bagyally available if (i) our failure to me
such tests was due to reasonable cause and nti dilful neglect, and (ii) we file with the IRSschedule describing the sources of our
gross income in accordance with Treasury Regulatidfe cannot predict, however, whether in all ainstances, we would qualify for the
benefit of these relief provisions. In addition,discussed above under “—Taxation of Our Compaayeh if the relief provisions apply, a1
would be imposed upon the amount by which we éadldtisfy the particular gross income test.

Asset Tests

To qualify as a REIT, we also must sgtthe following asset tests at the end of eachtquaf each taxable year. First, at least 75% of
the value of our total assets must consist of soonebination of “real estate assets,” cash, casfsitgovernment securities, and, under some
circumstances, stock or debt instruments purchagtbchew capital. For this purpose, the term “restlate assets” includes interests in real
property (including leaseholds and options to aegréal property and leaseholds), stock of othgrarations that qualify as REITs and
interests in mortgage loans secured by real prpiiieitiuding certain types of mortgage-backed siéieg). Assets that do not qualify for
purposes of the 75% test are subject to the addit@sset tests described below.

Second, the value of our interest in ang issuer’s securities (other than debt and egeityrities issued by any of our TRSs, qualified
REIT subsidiaries, any other entity that is
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disregarded as an entity separate from us, aneéa@uniy interest we may hold in a partnership) mayexceed 5% of the value of our total

assets. Third, we may not own more than 10% of/ttieag power or 10% of the value of any one isssietitstanding securities (other than
debt and equity securities issued by any of our§/R8alified REIT subsidiaries, any other entitgttis disregarded as an entity separate
us, and any equity interest we may hold in a pastrip). Fourth, no more than 25% of the value aftotal assets may consist of the secul
of one or more TRSs. For purposes of the 10% Maiste the term “securities” does not include certatraight debt” securities.

Notwithstanding the general rule that,darposes of the gross income and asset tes&|aiRtreated as owning its proportionate
share of the underlying assets of a partnershighich it holds a partnership interest, if a REITdsoindebtedness issued by a partnership, the
indebtedness will be subject to, and may causelation of the asset tests, unless it is a qual§ynortgage asset or otherwise satisfies the
rules for “straight debt.” Similarly, although stoof another REIT qualifies as a real estate dssgiurposes of the REIT asset tests, non-
mortgage debt issued by another REIT may not sbfgua

Any regular or residual interest thataven in a REMIC will generally qualify as real egtatssets. However, if less than 95% of the
assets of a REMIC consist of assets that qualifgalkestate assets, then we will be treated alrgptlirectly our proportionate share of the
assets of such REMIC for purposes of the asset. test

We believe that most of the assets tleahald and those we expect to hold will be quatifyassets for purposes of the 75% asset test.
However, our investment in other asset-backed g@syrbank loans and other instruments that ates@ecured by mortgages on real property
will not be qualifying assets for purposes of thét/asset test.

We have monitored and will continue tomter the status of our assets for purposes oféni@us asset tests and will seek to manage
our portfolio to comply at all times with such tesThere can be no assurance, however, that weeviliccessful in this effort. In this regard,
to determine our compliance with these requirememtswill need to estimate the value of our asseensure compliance with the asset tests.
We will not obtain independent appraisals to suppor conclusions concerning the values of ourtassed we will generally rely on
representations and warranties of sellers from whe@nacquire mortgage loans concerning the loaratoevratios for such mortgage loans.
Moreover, some of the assets that we may own magasusceptible to precise valuation. Althoughwileseek to be prudent in making
these estimates, there can be no assurance tH&Sheill not disagree with these determinationd aesert that a different value is applica
in which case we might not satisfy the 75% assgtand the other asset tests and would fail toifyed a REIT.

Failureto Satisfy Asset Tests
If we fail to satisfy the asset testdtasend of a quarter, we will not lose our REIT Ification if:
. we satisfied the asset tests at the end of theegieg calendar quarter; a
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. the discrepancy between the value of our assetthanakset test requirements arose from chandbe imarket values of our
assets and was not wholly or partly caused by theisition of one or more n-qualifying assets

If we did not satisfy the condition debed in the second bullet above, we still couldidwisqualification by eliminating any
discrepancy within 30 days after the close of thlermdar quarter in which it arose.

If we violate the 5% value test, 10% ugtiest or 10% value test described above at th@tany calendar quarter, we will not lose
REIT qualification if (i) the failure is de minimi@ip to the lesser of 1% of our total assets oriilllon) and (ii) we dispose of these assets or
otherwise comply with the asset tests within sixnthg after the last day of the quarter. In the eeéa more than de minimis failure of any
the asset tests, as long as the failure was digasonable cause and not to willful neglect, wénat lose our REIT qualification if we (i) file
with the IRS a schedule describing the assetscthated the failure, (ii) dispose of these assetsh@mrwise comply with the asset tests within
six months after the last day of the quarter aiijdp@y a tax equal to the greater of $50,000 péuife or an amount equal to the product of
highest corporate income tax rate (currently 3584) the net income from the non-qualifying assetinguhe period in which we failed to
satisfy the asset tests.

Annual Distribution Requirements

To qualify as a REIT, we are requirediitgtribute dividends (other than capital gain dands) to our stockholders in an amount at least
equal to:

(A) the sum of
(i) 90% of our “REIT taxablecmme” (computed without regard to the dividendslgiduction and our net capital gains), and
(ii) 90% of the net income @ftax), if any, from foreclosure property (as disd below), minus

(B) the sum of certain items of non-cagtome.

In addition, if we were to recognize “Inin-gain” (as defined below) on disposition ofyasssets acquired from a “C” corporation in a
transaction in which our basis in the assets weeriakined by reference to the “C” corporation’s bg$or instance, if the assets were acquired
in a tax-free reorganization), we would be requiedistribute at least 90% of the built-in-gaicognized net of the tax we would pay on
such gain. “Built-in-gain” is the excess of (a) fag market value of an asset (measured at the ¢ihacquisition) over (b) the basis of the
asset (measured at the time of acquisition).

Such distributions must be paid in theatde year to which they relate, or in the follogitaxable year if either (i) we declare the
distribution before we file a timely federal incorax return for the year and pay the distributidthwr before the first regular dividend
payment after such declaration or (ii) we declaredistribution in October, November or Decembetheftaxable year, payable to
stockholders of record on a specified day in arghsu
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month, and we actually pay the dividends beforestigk of January of the following year. The disttibos under clause (i) are taxable to the
Owners of our capital stock in the year in whiclidpand the distributions in clause (ii) are trelads paid on December 31 of the prior taxi
year. In both instances, these distributions retateur prior taxable year for purposes of the 9i8tribution requiremen

We will pay federal income tax at corgertax rates on our taxable income, including agitel gain, that we do not distribute to
stockholders. Furthermore, if we fail to distribatigring each calendar year, or by the end of Jgrfodlowing the calendar year in the case of
distributions with declaration and record dateBrfglin the last three months of the calendar yatigeast the sum of (i) 85% of our REIT
ordinary income for such year, (ii) 95% of our REdpital gain income for such year and (iii) angigtributed taxable income from prior
periods, we will be subject to a 4% nondeductibieise tax on the excess of such required distdibubiver the amounts actually distributed.
We generally intend to make timely distribution$fisient to satisfy the annual distribution requirents and to avoid corporate federal
income tax and the 4% nondeductible excise tax.

We may elect to retain, rather than diste, our net capital gain and pay tax on suchgadn this case, we could elect to have our
stockholders include their proportionate shareuchsundistributed capital gains in income and teiee a corresponding credit or refund, as
the case may be, for their share of the tax paidshystockholders would then increase the adjusdsd of their stock by the difference
between the designated amounts of capital gaims frothat they include in their taxable income, tiredtax paid on their behalf by us with
respect to that income.

To the extent that a REIT has availalgteaperating losses carried forward from priorytears, such losses may reduce the amount of
distributions that it must make to comply with fREIT distribution requirements. Such losses, howew#l generally not affect the charact
in the hands of stockholders, of any distributithet are actually made by the REIT, which are galhetaxable to stockholders to the extent
that the REIT has current or accumulated earninggpaofits. See “—Taxation of Stockholders, —Taaatof Taxable Domestic
Stockholders.”

We may find it difficult or impossible to meet distution requirements in certain circumstances. fugne nature of the assets in wh
we will invest, we may be required to recognizeatal® income from those assets in advance of oefpecf cash flow on or proceeds from
disposition of such assets. For instance, we magdpgired to accrue interest and discount incommorigage loans, mortgage-backed
securities, and other types of debt securitiest@résts in debt securities before we receive agynents of interest or principal on such
assets. Moreover, in certain instances we maydpgresl to accrue taxable income that we may natadlgtrecognize as economic income.
For example, if we own a residual equity positinr@imortgage loan securitization, we may recogtaizable income that we will never
actually receive due to losses sustained on theriyidg mortgage loans. Although those losses wbeldieductible for tax purposes, they
would likely occur in a year subsequent to the yeavhich we recognized the taxable income. Thasahy taxable year, we may be required
to fund distributions in excess of cash flow reeeifrom our investments. If such circumstancesatfen to fund our distribution
requirement and maintain our status as a REIT wemse to sell
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assets at unfavorable prices, borrow at unfavorabies, make taxable stock dividends, or pursuercaitrategies. We cannot be assured,
however, any such strategy would be successfuiritash flow were to become insufficient to make ibquired distributions.

Under certain circumstances, we may be tabrectify a failure to meet the distributiorguerement for a year by paying “deficiency
dividends”to stockholders in a later year, which may be idetliin our deduction for dividends paid for thelieayear. Thus, we may be al
to avoid being taxed on amounts distributed asciefcy dividends; however, we will be required &y jinterest and a penalty to the IRS
based on the amount of any deduction taken fociéeity dividends.

Failure to Qualify

If we fail to satisfy one or more requirents for REIT qualification, other than the grosome tests and the asset tests, we could i
disqualification if our failure is due to reasormbhuse and not to willful neglect and we pay aftgrof $50,000 for each such failure. In
addition, there are relief provisions for a failafethe gross income tests and asset tests, astobt “—Gross Income Tests” and “—Asset
Tests.”

If we fail to qualify for taxation as &R in any taxable year, and the relief provisiolasnot apply, we will be subject to tax (including
any applicable alternative minimum tax) on our tagancome at regular federal corporate incomeates. Distributions to stockholders in
any year in which we fail to qualify will not be digctible by us nor will they be required to be mddesuch event, to the extent of current
accumulated earnings and profits, all distributitmstockholders will be taxable as ordinary incoared, subject to certain limitations of the
Code, corporate stockholders may be eligible ferdividends received deduction, and individual lstotders and other non-corporate
stockholders may be eligible to be taxed at theiced 15% rate currently applicable to qualifiedd#nd income (through 2010). Unless
entitled to relief under specific statutory prowiss, we will also be disqualified from taxationsaREIT for the four taxable years following
the year during which qualification was lost. Wagat predict whether in all circumstances we wdddentitled to such statutory relief.

Prohibited Transactions

Net income derived by a REIT from a phiteid transaction is subject to a 100% exciseThr.term “prohibited transaction” generally
includes a sale or other disposition of properth€othan foreclosure property) that is held “priityefor sale to customers in the ordinary
course of a trade or business.” Although we doempiect that our assets will be held primarily falesto customers or that a sale of any of our
assets will be in the ordinary course of our bussnéhese terms are dependent upon the partiadts dnd circumstances, and we cannot
assure you that we will never be subject to thigsxtax. The 100% tax does not apply to gains fileersale of property that is held throug
TRS or other taxable corporation, although sucbrime will be subject to tax in the hands of the ooagion at regular federal corporate
income tax rates.
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Foreclosure Property

A REIT is subject to tax at the maximuanporate rate (currently 35%) on any income fromedtosure property, including gain from
the disposition of such foreclosure property, othan income that otherwise would be qualifyingoime for purposes of the 75% gross
income test. Foreclosure property is real propanty any personal property incident to such regbgnty (i) that is acquired by a REIT as
result of the REIT having bid on such propertyaetiosure, or having otherwise reduced the prgpgerdwnership or possession by
agreement or process of law, after there was aiti€ta default was imminent) on a lease of suabpprty or a mortgage loan held by the
REIT and secured by the property, (ii) for whichk telated loan or lease was acquired by the RE&Ttiate when default was not imminen
anticipated and (iii) for which such REIT makesrapger election to treat the property as forecloguoperty. Any gain from the sale of
property for which a foreclosure election has beae will not be subject to the 100% excise tagains from prohibited transactions
described above, even if the property would othesveionstitute inventory or dealer property in thads of the selling REIT. We do not
expect to receive income from foreclosure prop#réy is not qualifying income for purposes of tf#4/gross income test. However, if we do
receive any such income, we intend to make aniefett treat the related property as foreclosuoperty.

Taxable Mortgage Pools

An entity, or a portion of an entity, miag classified as a TMP under the Code if (i) suftslly all of its assets consist of debt
obligations or interests in debt obligations, ffipre than 50% of those debt obligations are raat@snortgage loans, interests in real estate
mortgage loans or interests in certain mortgagédmhsecurities as of specified testing dates,tfig)entity has issued debt obligations that
have two or more maturities and (iv) the paymeetgiired to be made by the entity on its debt obbga “bear a relationship” to the
payments to be received by the entity on the deligations that it holds as assets. Under TreaRagulations, if less than 80% of the assets
of an entity (or a portion of an entity) consistdefbt obligations, these debt obligations are ctmmsd not to comprise “substantially all” of its
assets, and therefore the entity would not beddeas a TMP.

We do not intend to structure or entéo Becuritization or financing transactions that vause us to be viewed as owning interests in
one or more TMPs. Generally, if an entity or a jporof an entity is classified as a TMP, then thtg or portion thereof is treated as a
taxable corporation and it cannot file a consobddederal income tax return with any other corpora If, however, a REIT owns 100% of
the equity interests in a TMP, then the TMP is alifjfed REIT subsidiary and, as such, ignored asrstity separate from the REIT.

If, notwithstanding our intent to avoidving the issuing entity in any of our securitipator financing transactions classified as a TMP,
one or more of such transactions was so classtfiet, as long as we owned 100% of the equity isteli@ the issuing entity, all or a portion
of the income that we recognize with respect toiowestment in the issuing entity will be treatedexcess inclusion income. Section 860E(c)
of the Code defines the term “excess inclusionhwéspect to a residual interest in a REMIC. Th®,IRowever, has yet to issue guidance on
the computation of excess inclusion income on gdnterests in a TMP held by a REIT. Generally, boer, excess inclusion income with
respect to our investment in any TMP
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and any taxable year will equal the excess oh@)damount of income we accrue on our investmetitadriTMP over (ii) the amount of income
we would have accrued if our investment were a getttument having an issue price equal to therfarket value of our investment on the
day we acquired it and a yield to maturity equal20% of the long-term applicable federal rateffac on the date we acquired our interest.
The term “applicable federal rate” refers to ratext are based on weighted average yields forurgaecurities and are published monthly by
the IRS for use in various tax calculations. If welertake securitization transactions that are TNtiesamount of excess inclusion income
recognize in any taxable year could representrafgignt portion of our total taxable for that year

Although we intend to structure our sé@&@ation and financing transactions so that we malt recognize any excess inclusion income,
we cannot assure you that we will always be sufglessthis regard. If, notwithstanding our intemte recognized excess inclusion income,
then under guidance issued by the IRS we woulafeired to allocate the excess inclusion incomggm@mnately among the dividends we
pay to our stockholders and we must notify ourldtotders of the portion of our dividends that resamets excess inclusion income. The
portion of any dividend you receive that is treatssdexcess inclusion income is subject to speaiasr First, your taxable income can neve
less than the sum of your excess inclusion incaméhie year; excess inclusion income cannot bebffith net operating losses or other
allowable deductions. Second, if you are a tax-gxtesrganization and your excess inclusion incormsiigect to the unrelated business
income tax, then the excess inclusion portion gfdimidend you receive will be treated as unreldiadiness taxable income. Third, divide
paid to Foreign Owners who hold stock for investtrard not in connection with a trade or businesglooted in the United Sates will be
subject to United States federal withholding tatheut regard to any reduction in rate otherwisevadid by any applicable income tax treaty.

If we recognize excess inclusion incoare one or more Disqualified Organizations arenetbolders of shares of capital stock, we
will be taxable at the highest federal corporat®ime tax rate on the portion of any excess inctusioome equal to the percentage of our
stock that is held by Disqualified Organizationsslch circumstances, we may reduce the amountrafistributions to a Disqualified
Organization whose stock ownership gave rise taakeTo the extent that our capital stock ownedisgualified Organizations is held by a
broker/dealer or other nominee, the broker/dealetlrer nominee would be liable for a tax at thghkist corporate tax rate on the portion of
our excess inclusion income allocable to our chpitack held by the broker/dealer or other nomioedehalf of the Disqualified
Organizations.

If we own less than 100% of the equitgipsts in a TMP, the foregoing rules would nothapRather, the entity would be treated as a
corporation for federal income tax purposes andlevpaotentially be subject to federal corporate meaax. This could adversely affect our
compliance with the REIT gross income and assét thsscribed above. We currently do not have, angotly do not intend to enter into &
securitization or financing transaction that isMF'in which we own some, but less than all, oféljeity interests, and we intend to monitor
the structure of any TMPs in which we have an ggeto ensure that they will not adversely affagtsiatus as a REIT. We cannot assure you
that we will be successful in this regard.
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Taxation of Owners
Taxation of Taxable Domestic Owners

Distributions.As long as we qualify as a REIT, distributions wake to our taxable Domestic Owners out of curre@ocumulated
earnings and profits (and not designated as cagafaldividends) will be taken into account by thasnordinary income. Dividends we pay to
a corporation will not be eligible for the dividenteceived deduction. In addition, distributionsmake to individuals and other Owners that
are not corporations generally will not be eligifide the 15% reduced rate of tax currently (thro@@io) in effect for “qualified dividend
income.” However, provided certain holding periowlather requirements are met, an individual oeptioneorporate Owner will be eligib
for the 15% reduced rate with respect to (i) disttions attributable to dividends we receive frogntain “C” corporations, such as our TRSs,
and (i) distributions attributable to income upehich we have paid corporate income tax.

Distributions that we designate as cagiin dividends will be taxed as long-term capgains (to the extent that they do not exceed
our actual net capital gain for the taxable yeatheut regard to the period for which you have odoer capital stock. However, corporate
Owners may be required to treat up to 20% of aextapital gain dividends as ordinary income. Loagr capital gains are generally taxable
at maximum federal rates of 15% (through 2010h&andase of individuals, trusts and estates, andiB3fe case of corporations.

Rather than distribute our net capitahgawe may elect to retain and pay the federadnime tax on them, in which case you will (i)
include your proportionate share of the undistéoutet capital gains in income, (ii) receive a itrfedt your share of the federal income tax
we pay and (iii) increase the basis in your cagitatk by the difference between your share ot#dptal gain and your share of the credit.

Distributions in excess of our currentl @ecumulated earnings and profits will not be dexdo you to the extent that they do not
exceed your adjusted tax basis in our capital sypckown, but rather, will reduce your adjustedltasis in your capital stock. Assuming that
the capital stock you own is a capital asset, ¢oetktent that such distributions exceed your adiutix basis in the capital stock you own,
must include them in income as long-term capitah gar short-term capital gain if the capital stdtks been held for one year or less).

If we declare a dividend in October, NaNor or December of any year that is payable tckbmlders of record on a specified date in
any such month, but actually distribute the amal@diared in January of the following year, then yaust treat the January distribution as
though you received it on December 31 of the yeavhich we declared the dividend. In addition, wayralect to treat other distributions
after the close of the taxable year as having lpa@hduring the taxable year, but you will be tegbas having received these distributions in
the taxable year in which they are actually made.

To the extent that we have availableapetrating losses and capital losses carried forfvard prior tax years, such losses may reduce
the amount of distributions that we must make togly with the REIT distribution requirements. SeeAnnual Distribution
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Requirements.” Such losses, however, are not pakssmeh to you and do not offset your income fratimer sources, nor would they affect
the character of any distributions that you recéisen us; you will be subject to tax on those dlttions to the extent that we have current or
accumulated earnings and profits.

Although we do not expect to recognizg excess inclusion income, if we did recognize sgdaclusion income, we would identify a
portion of the distributions that we make to yole&eess inclusion income. Your taxable income earenbe less than the sum of your ex
inclusion income for the year; excess inclusioroine cannot be offset with net operating lossegtwrallowable deductions. See “—
Taxable Mortgage Pools.”

Dispositions of Our Stoclkny gain or loss you recognize upon the sale oertlisposition of our capital stock will generdlg capita
gain or loss for federal income tax purposes, atidoe long-term capital gain or loss if you helwtcapital stock for more than one year. In
addition, any loss you recognize upon a sale ona&xge of our capital stock that you have ownedifomonths or less (after applying certain
holding period rules) will generally be treatedadsng-term capital loss to the extent of distribus received from us that you are required to
treat as long-term capital gain.

If you recognize a loss upon a dispositdour capital stock in an amount that exceepliseacribed threshold, it is possible that the
provisions of recently adopted Treasury Regulatiomslving “reportable transactions” could applyittwa resulting requirement to separately
disclose the loss-generating transaction to the WRi$le these regulations are directed towards Staedters,” they are written quite broadly,
and apply to transactions that would not typichlyconsidered tax shelters. In addition, recenthceed legislation imposes significant
penalties for failure to comply with these requients. You should consult your tax advisor concey@iny possible disclosure obligation w
respect to the receipt or disposition of our caditack, or transactions that might be undertakiezcty or indirectly by us. Moreover, you
should be aware that we and other participantsdrtransactions involving us (including our adv&anay be subject to disclosure or other
requirements pursuant to these regulations.

Amounts that you are required to inclidéaxable income with respect to our capital stgold own, including taxable distributions a
the income you recognize with respect to undistetiunet capital gain, and any gain recognized wymam disposition of our capital stock, v
not be treated as passive activity income. You nayoffset any passive activity losses you may hawueh as losses from limited partners
in which you have invested, with income you recagnwvith respect to our shares of capital stock.e&aly, income you recognize with
respect to our capital stock will be treated ag#tment income for purposes of the investmentastdimitations.

Information Reporting and Backup Withholdinge will report to our stockholders and to the IR8 amount of distributions we pay
during each calendar year and the amount of tawitdold, if any. Under the backup withholding rslgou may be subject to backup
withholding at a current rate of 28% with respectlistributions unless you:

. are a corporation or come within certain other gxevategories and, when required, demonstratdabisor

32




. provide a taxpayer identification number, certifyta no loss of exemption from backup withholdiagg otherwise comply with
the applicable requirements of the backup withingjdiules.

Any amount paid as backup withholdingl w#é creditable against your federal income talility. For a discussion of the backup
withholding rules as applied to foreign owners, ‘se@axation of Foreign Owners.”

Taxation of Tax-Exempt Owners

Tax-exempt entities, including qualifieshployee pension and profit sharing trusts andsziddal retirement accounts, are generally
exempt from federal income taxation. However, they subject to taxation on their unrelated busiteszble income (“UBTI")Provided the
a tax-exempt Owner (i) has not held our capitatlstas “debt financed property” within the meanirighee Code and (ii) has not used our
capital stock in an unrelated trade or businessuats that we distribute to tax-exempt Owners gaheshould not constitute UBTI.
However, a tax-exempt Owner’s allocable share gfextess inclusion income that we recognize wilsbbject to tax as UBTI. See “—
Taxable Mortgage Pools.” We intend to structuresmauritization and financing transactions so ti&awill avoid recognizing any excess
inclusion income.

Tax-exempt Owners that are social clubkjntary employee benefit associations, suppleatememployment benefit trusts and
qualified group legal services plans, exempt framation under special provisions of the federabine tax laws, are subject to different
UBTI rules, which generally will require them toarlcterize distributions that they receive fronas$JBTI.

In certain circumstances, a qualified Eype pension trust or profit sharing trust thahewnore than 10% of our stock could be
required to treat a percentage of the dividendsithaceives from us as UBTI if we are a “penshwaid REIT.” We will not be a pension-held
REIT unless either (a) one pension trust owns rtwae 25% of the value of our stock or (b) a groftipemsion trusts individually holding
more than 10% of our stock collectively owns mdrant 50% of the value of our stock. However, thériet®ns on ownership and transfer of
our stock, as described under “Description of GAf8tock—Restrictions on Ownership and Transfeg’designed among other things to
prevent a tax-exempt entity from owning more th@%0lof the value of our stock, thus making it urljkihat we will become a pension-held
REIT.

Taxation of Foreign Owners

The following is a summary of certain Uf&leral income and estate tax consequences ofithership and disposition of our capital
stock applicable to a Foreign Owner.

If a partnership, including for this poge any entity that is treated as a partnership f8r federal income tax purposes, holds our
capital stock, the tax treatment of a partner énghrtnership will generally depend upon the stafuke partner and the activities of the
partnership. An investor that is a partnership hgworeign Owners as partners should consultitad&isors about the U.S. federal income
tax consequences of the acquisition, ownershipdispbsition of our capital stock.
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The discussion is based on current lagvigufior general information only. The discussialdr@sses only certain and not all aspects of
U.S. federal income and estate taxation.

Ordinary Dividend DistributionsThe portion of dividends received by a Foreign Ompeeyable out of our current and accumulated
earnings and profits that are not attributabletoaapital gains and that are not effectively cae@ with a U.S. trade or business of the
Foreign Owner will be subject to U.S. withholdiraxtat the rate of 30% (unless reduced by an afipdéidacome tax treaty). In general, a
Foreign Owner will not be considered engaged in% trade or business solely as a result of itsepghip of our capital stock. In cases wr
the dividend income from a Foreign Owner’s invesitie our capital stock is (or is treated as) effedy connected with the Foreign
Owner’s conduct of a U.S. trade or business, theifo Owner generally will be subject to U.S. tageduated rates, in the same manner as
Domestic Owners are taxed with respect to suclddids (and may also be subject to the 30% brarmdhsptax in the case of a foreign
owner that is a foreign corporation). If a Fore@wner is the record holder of shares of our capitatk, we plan to withhold U.S. income tax
at the rate of 30% on the gross amount of anyibligton paid to a Foreign Owner unless:

. a lower income treaty rate applies and the For@gmer provides us with an IRS Form W-8BEN evidegaitigibility for that
reduced rate; ¢

. the Foreign Owner provides us with an IRS Fori-8ECI certifying that the distribution is effectiyetonnected incom

Under some income tax treaties, lowehkotding tax rates do not apply to ordinary dividefrom REITs. Furthermore, reduced tre
rates are not available to the extent that digtiidiog are treated as excess inclusion income. Séleakable Mortgage Pools.” We intend to
structure our securitization and financing transact so that we will avoid recognizing any excessusion income.

Non-Dividend DistributionsDistributions we make to a Foreign Owner that areconsidered to be distributions out of our culriamd
accumulated earnings and profits will not be sulfje¢).S. federal income or withholding tax unléss distribution exceeds the Foreign
Owner’s adjusted tax basis in our capital stockattime of the distribution and, as described Wwethe Foreign Owner would otherwise be
taxable on any gain from a disposition of our cstock. If it cannot be determined at the tindistribution is made whether or not such
distribution will be in excess of our current art@mulated earnings and profits, the entire distidn will be subject to withholding at the
rate applicable to dividends. A Foreign Owner nfaywever, seek a refund of such amounts from theflR& subsequently determined that
the distribution was, in fact, in excess of ourrent and accumulated earnings and profits, providegroper forms are timely filed with the
IRS by the Foreign Owner.

Capital Gain DividendsDistributions that we make to Foreign Owners thatattributable to our disposition of U.S. real ey
interests (“USRPI,” which term does not includeenests in mortgage loans and mortgageked securities) are subject to U.S. federalnra
and withholding taxes pursuant to the Foreign Itmest in Real Property Act of 1980, or FIRPTA, andy also be subject to branch profits
tax if the Foreign Owner is a corporation thatas entitled to treaty relief or exemption. Althougle do not anticipate recognizing any gain
attributable to the disposition of USRPI, as dadiby FIRPTA, Treasury Regulations
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interpreting the FIRPTA provisions of the Code cbié read to impose a withholding tax at a rat8586 on all of our capital gain dividends
(or amounts we could have designated as capitaldjaidends) paid to Foreign Owners, even if ndiparof the capital gains we recognize
during the year are attributable to our dispositibtUSRPI. However, in any event, the FIRPTA rukél not apply to distributions to a
Foreign Owner with respect to any class of ourtedgtock so long as (i) such class of stock isilaty traded (as defined by applicable
Treasury Regulations) on an established secuntaet, and (ii) the Foreign Owner owns (actualganstructively) no more than 5% of
such class of stock at any time during the one-peeind ending with the date of the distribution.

Dispositions of Our Stocklnless our capital stock constitutes a USRPI, @ shbur capital stock by a Foreign Owner genenaily
not be subject to U.S. federal income tax undePHIR. We do not expect that our capital stock walhstitute a USRPI. Our capital stock \
not constitute a USRPI if less than 50% of our @stfwoughout a prescribed testing period congistterests in real property located within
the United States, excluding, for this purposegrigst in real property solely in the capacity aseglitor. Even if the foregoing test is not met,
our capital stock will not constitute a USRPI if wee a domestically controlled REIT. A “domestigaibntrolled REIT” is a REIT in which,
at all times during a specified testing periods l#san 50% in value of its shares is held direatlindirectly by foreign owners. We do not
intend to maintain records to determine whetheaveea domestically controlled REIT for this purpose

Even if we do not constitute a domeslycabntrolled REIT, a Foreign Owner’s sale of assl&f our capital stock generally will still not
be subject to tax under FIRPTA as a sale of a USiRRIided that (i) such class of stock is “regularaded” (as defined by applicable
Treasury Regulations) on an established securit@et and (ii) the selling Foreign Owner has ow(adually or constructively) 5% or less
of such class of stock at all times during a spetifesting period.

If gain on the sale of our capital steare subject to taxation under FIRPTA, the For€&ymer would generally be subject to the si
treatment as a Domestic Owner with respect to gaah (subject to applicable alternative minimum aax a special alternative minimum tax
in the case of nonresident alien individuals) dreurchaser of the capital stock could be requoesdithhold 10% of the purchase price and
remit such amount to the IRS.

Capital gains not subject to FIRPTA witinetheless be taxable in the United States taeigfoOwner in two cases. First, if the
Foreign Owner’s investment in our capital stockffectively connected with a U.S. trade or busiresslucted by such Foreign Owner, the
Foreign Owner will generally be subject to the saraatment as a Domestic Owner with respect to gaah Second, if the Foreign Owner is
a nonresident alien individual who was presenheWnited States for 183 days or more during thaltie year and has a “tax home” in the
United States, the nonresident alien individual &l subject to a 30% tax on the individual’s calpifain.

Estate TaxOur capital stock owned or treated as owned bydividual who is not a citizen or resident of theildd States (as
specially defined for U.S. federal estate tax pags) at the time of death will be includible in thdividual's gross estate for U.S. federal
estate tax
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purposes, unless an applicable estate tax treatydas otherwise. Such individual's estate mayuigext to U.S. federal estate tax on the
property includible in the estate for U.S. federstate tax purposes.

Other Tax Consequences

Possible Legislative or Other Actions Affecting TBonsequence®rospective investors should recognize that thegmtefederal
income tax treatment of an investment in our captteck may be modified by legislative, judicialatministrative action at any time, and !
any such action may affect investments and comnnitsngreviously made. The rules dealing with fedar@me taxation are constantly un
review by persons involved in the legislative psxcand by the IRS and Treasury Department, regutinevisions of regulations and revised
interpretations of established concepts as wedtasitory changes. Revisions in federal tax lavesiaterpretations thereof could adversely
affect the tax consequences of an investment ircapital stock.

State and Local Taxe¥/e and our stockholders may be subject to staliecaf taxation in various state or local jurisdicis, including
those in which we or they transact business odeedihe state and local tax treatment may not eonfo the federal income tax
consequences discussed above. Consequently, ptigsgaeestors should consult their own tax advis@garding the effect of state and Ic
tax laws on an investment in our capital stock.

P LAN OF DISTRIBUTION

We may sell the securities offered punstia this prospectus and any accompanying prospetipplements to or through one or more
underwriters or dealers or we may sell the seesriitd investors directly or through agents. Eadsgectus supplement, to the extent
applicable, will describe the number and termshefgecurities to which such prospectus supplenedatess, the name or names of any
underwriters or agents with whom we have entertmlarrangements with respect to the sale of suchrisies, the public offering or purchase
price of such securities and the net proceeds Weegkive from such sale. Any underwriter or agemblved in the offer and sale of the
securities will be named in the applicable prospesupplement. We may sell securities directlyntestors on our own behalf in those
jurisdictions where we are authorized to do

Underwriters may offer and sell the séms at a fixed price or prices, which may be ajeh at market prices prevailing at the time of
sale, at prices related to the prevailing markistgsror at negotiated prices. We also may, frone tiomtime, authorize dealers or agents to
offer and sell these securities upon such termsanditions as may be set forth in the applicabtspectus supplement. In connection with
the sale of any of these securities, underwriteag raceive compensation from us in the form of uwdéing discounts or commissions and
may also receive commissions from purchasers odélearities for whom they may act as agent. Undexigrmay sell the securities to or
through dealers, and such dealers may receive awapen in the form of discounts, concessions anmragsions from the underwriters or
commissions from the purchasers for which they axtyas agents.
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Shares may also be sold in one or mothefollowing transactions: (a) block transactigwhiich may involve crosses) in which a
brokerdealer may sell all or a portion of the sharesgesmtbut may position and resell all or a portiéthe block as principal to facilitate t
transaction; (b) purchases by a broker-dealeriasipal and resale by the broker-dealer for its @gnount pursuant to a prospectus
supplement; (c) a special offering, an exchanggiligion or a secondary distribution in accordangt applicable New York Stock
Exchange or other stock exchange rules; (d) ordibeskerage transactions and transactions in waibtoker-dealer solicits purchasers; (e)
sales “at the market” to or through a market makento an existing trading market, on an exchaometherwise, for shares; and (f) sales in
other ways not involving market makers or estaklistrading markets, including direct sales to pasehs. Broker-dealers may also receive
compensation from purchasers of the shares whichtiexpected to exceed that customary in the tgpaansactions involved.

Any underwriting compensation paid bytasinderwriters or agents in connection with thferrig of these securities, and any
discounts or concessions or commissions allowednilerwriters to participating dealers, will be feth in the applicable prospectus
supplement. Dealers and agents participating imliteibution of the securities may be deemed targerwriters, and any discounts and
commissions received by them and any profit redllzgthem on resale of the securities may be dee¢mbed underwriting discounts and
commissions. The maximum underwriting compensatidoe received by any Financial Industry Regulaughority member or
independent broker-dealer will not exceed 8% faor @fifiering of these securities.

Underwriters, dealers and agents mayntilesl, under agreements entered into with ugydemnification against and contribution
toward certain civil liabilities, including liabties under the Securities Act of 1933. Unless otis set forth in the accompanying prospectus
supplement, the obligations of any underwriterpurchase any of these securities will be subjecettin conditions precedent.

In connection with the offering of thecaaties hereby, certain underwriters, and seltingup members and their respective affiliates,
may engage in transactions that stabilize, mairgatherwise affect the market price of the aglle securities. These transactions may
include stabilization transactions effected in adeace with Rule 104 of Regulation M promulgatedtis SEC pursuant to which these
persons may bid for or purchase securities foptirpose of stabilizing their market price.

The underwriters in an offering of setias may also create a “short position” for theic@unt by selling more securities in connection
with the offering than they are committed to pussh&rom us. In that case, the underwriters coulekicall or a portion of the short position
either purchasing securities in the open markédvfiohg completion of the offering of these secustior by exercising any over-allotment
option granted to them by us. In addition, the ngamgaunderwriter may impose “penalty bids” undenttactual arrangements with other
underwriters, which means that they can reclaimmfem underwriter (or any selling group member paadting in the offering) for the
account of the other underwriters, the selling esson for the securities that are distributedhandffering but subsequently purchased for
account of the underwriters in the open market. 8fithe transactions described in this paragraptoorparable transactions that are
described in any accompanying prospectus
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supplement may result in the maintenance of theepf the securities at a level above that whichhtnotherwise prevail in the open market.
None of the transactions described in this pardgospn an accompanying prospectus supplementeaugred to be taken by any underwri
and, if they are undertaken, may be discontinuethatime.

Our common stock is listed on the NewRrStock Exchange under the symbol “CIM.” Any seriésur preferred stock will be new
issues of securities with no established tradingkeisand may or may not be listed on a nationalisges exchange. Any underwriters or
agents to or through which securities are soldsgnay make a market in the securities, but thederwniters or agents will not be obligated
to do so and any of them may discontinue any mamekiing at any time without notice. No assuranaelmgiven as to the liquidity of or
trading market for any securities sold by us.

Underwriters, dealers and agents maygm@atransactions with, or perform services farand our affiliates in the ordinary course of
business. Underwriters have from time to time & plast provided, and may from time to time in theife provide, investment banking
services to us for which they have in the pastiveck and may in the future receive, customary.fees

E XPERTS

The consolidated financial statementsiiporated in this prospectus by reference frombmpany’s Annual Report on Form 10-K,
and the effectiveness of Chimera Investment Cotjmora internal control over financial reportingueabeen audited by Deloitte & Touche
LLP, an independent registered public accounting,fas stated in their report, which is incorpoddterein by reference. Such consolidated
financial statements have been so incorporateelignce upon the report of such firm given uporirthathority as experts in accounting and
auditing.

L EGAL MATTERS

The validity of the securities offeredéiay is being passed upon for us by K&L Gates LTl opinion of counsel described under the
heading “Material Federal Income Tax Consideratiangeing rendered by K&L Gates LLP. This opinigrsubject to various assumptions
and is based on current tax law.

W HERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly, and curremtas, proxy statements and other information wWithSEC. You may read and copy any reports
or other information that we file with the SEC la¢ tSECS Public Reference Room located at 100 F Stre&t, Mashington D.C. 20549. Y
may also receive copies of these documents upameatyof a duplicating fee, by writing to the SE®ublic Reference Room. Please call
SEC at 1-800-SEC-0330 for further information oa Bublic Reference Room in Washington D.C. andrdtmations. Our Securities and
Exchange Commission filings, including our regisirma statement, are also available to you, freehairge, on the Securities and Exchange
Commission’s website at www.sec.gokinally, we also maintain an Internet site whgoe can find additional information. The address of
our Internet site is http://www.chimerareit.corll internet
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addresses provided in this prospectus or in angrapanying prospectus supplement are for informatiparposes only and are not intended
to be hyperlinks. In addition, the information aur internet site is not a part of, and is not iporated or deemed to be incorporated by
reference in, this prospectus or any accompanyiagpectus supplement or other offering materiatzofdingly, no information in our or
any of these other internet addresses is includegior incorporated or deemed to be incorporbyetference herein.

We have filed a registration statemehtyloich this prospectus is a part, covering thausées offered hereby. As allowed by SEC
rules, this prospectus does not contain all ofritfmation set forth in the registration statemamd the exhibits, financial statements and
schedules thereto. We refer you to the registrattatement, the exhibits, financial statementssaedules thereto for further information.
This prospectus is qualified in its entirety bylswther information.

| NCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by refee” information into this prospectus, which me#rat we can disclose important
information to you by referring you to another domnt filed separately with the SEC. The informaiiocorporated by reference is deeme
be part of this prospectus, except for any inforomasuperseded by information in this prospectus.n&ve filed the documents listed below
with the SEC (File No. 1-33796) under the ExchaAgg and these documents are incorporated hereiefeyence:

. Our Annual Report on Form -K for the year ended December 31, 2008 as fileiarch 3, 2009
. Our Current Report on Forn-K filed on April 17, 2009
. Our Quarterly Report on Form -Q for the quarter ended March 31, 2009 filed on Mag009; anc

. Description of our common stock included in our Rergtion Statement on Forn-A, filed on November 11, 200

All documents we file pursuant to Secsidi3(a), 13(c), 14 or 15(d) of the Exchange Aaratie date of this prospectus and prior to the
termination of the offering of the securities toiefhthis prospectus relates (other than informaitiosuch documents that is not deemed to be
filed) shall be deemed to be incorporated by refeeganto this prospectus and to be part hereof ftmrdate of filing of those documents. All
documents we file pursuant to Sections 13(a), 13&pr 15(d) of the Exchange Act after the datthefinitial registration statement that
contains this prospectus and prior to the effeatss of the registration statement shall be de¢mbd incorporated by reference into this
prospectus and to be part hereof from the datiirndg those documents.

Any statement contained in this prospgciuin a document incorporated by reference sigatieemed to be modified or superseded for
all purposes to the extent that a statement

39




contained in this prospectus or in any other docum#ich is also incorporated by reference modifiesupersedes that statement.

We will provide to each person, includengy beneficial owner, to whom a copy of this pexgps is delivered, a copy of any or all of
the information that has been incorporated by ezfee in this prospectus but not delivered with pngsspectus (other than the exhibits to such
documents which are not specifically incorporatgadference herein); we will provide this informaatiat no cost to the requester upon
written or oral request to Investor Relations, Céieninvestment Corporation, 1211 Avenue of the Atasr Suite 2902, New York, New
York 10036, telephone number (866) 315-9930.
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PART I
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 14. Other Expenses of Issuance and Distributio

The fees and expenses to be paid in abiomewith the distribution of the securities beirgistered hereby are estimated as follows:

Registration fet *
Legal fees and expenses (including Blue Sky f *x
Accounting fees and expens *x
Printing *x
Miscellaneous *x

Total *x

* Deferred pursuant to Rules 456(b) and 45

**  Estimated expenses are not presently knc
Item 15. Indemnification of Directors and Officers.

Section 2-418 of the Corporations and Associatidntisle of the Annotated Code of Maryland (or Maagtl General Corporation Law)
provides that a Maryland corporation may indemaifly director or officer of a corporation who is maparty to any proceeding because of
service in that capacity unless it is establisted the act or omission of the director or offiaers material to the matter giving rise to the
proceeding and was committed in bad faith or wagésult of active and deliberate dishonesty; empirson actually received an improper
personal benefit in money, property or servicesirothe case of any criminal proceeding, the petsad reasonable cause to believe that the
act or omission was unlawful. Indemnification maydgainst judgments, penalties, fines, settlemantsreasonable expenses actually
incurred by the director or officer in connectioitwthe proceeding, but if the proceeding was onertin the right of the corporation,
indemnification may not be made in respect of amggeding in which the director or officer shal/edeen adjudged to be liable to the
corporation. Such indemnification may not be madless authorized for a specific proceeding aftéetearmination has been made, in the
manner prescribed by the law, that indemnificat®opermissible in the circumstances because tleetdir or officer has met the applicable
standard of conduct. On the other hand, unlessdihby the corporation’s charter, the directorfficer must be indemnified for expenses if
he has been successful in the defense of the mhoceer as otherwise ordered by a court. The lae prescribes the circumstances under
which the corporation may advance expenses tah@iroinsurance or similar protection for, direstand officers.

Our charter provides that our directors and officgill, and our employees and agents in the disoretf our board of directors may, be
indemnified to the fullest extent required or pdted from time to time by the laws of Maryland.
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The Maryland General Corporation Law permits thartdr of a Maryland corporation to include a pravislimiting the liability of its

directors and officers to the corporation and titekholders for money damages except to the ettan((i) it is proved that the person actu
received an improper benefit or profit in moneygperty or services for the amount of the benefpraifit in money, property or services
actually received, or (ii) a judgment or other findjudication is entered in a proceeding based finding that the person’s action, or failure
to act, was the result of active and deliberatbatiesty or committed in bad faith and was matéoighe cause of action adjudicated in the
proceeding. Our charter contains a provision priogdor elimination of the liability of our directs and officers to us or our stockholders for
money damages to the maximum extent permitted ylistad law.

We maintain policies of insurance under which duvectors and officers are insured, within the Isréind subject to the limitations of the
policies, against expenses in connection with gfertse of actions, suits or proceedings resultiogn fsuch director or officer being or having
been a director or officer, and certain liabilitigsich might be imposed as a result of these astisuits or proceedings.

Item 16. Exhibits.

Exhibit

Number Exhibit Description

4.1 Specimen Common Stock Certificate of Chimera Innesit Corporation (filed as Exhibit 4.1 to the Comya
Registration Statement on Amendment No. 1 to Forbi $File No. 333-145525) filed on September 2Q7226nd
incorporated herein by referenc

5.1 Opinion of K&L Gates LLP (including consent of suiiim).

8.1 Tax Opinion of K&L Gates LLP (including consentsfch firm).

121 Statements re: Computation of Rati

23.1 Consent of Deloitte & Touche LLI

23.2 Consent of K&L Gates LLP (included in Exhibit 5.

23.3 Consent of K&L Gates LLP (included in Exhibit 8.

24.1 Power of Attorney (included on the signature paigin® Registration Statemen

Item 17. Undertakings.

(@) The undersigned registrant hereby underta
(1) Tofile, during any period in which offers or sake® being made, a p-effective amendment to this registration staterr

() To include any prospectus required by Section {BJaf the Securities Act of 193
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(i)  Toreflect in the prospectus any facts or everissray after the effective date of the registratidaitement (or the most
recent post-effective amendment thereof) whichividdally or in the aggregate, represent a fundaaierhange in the
information set forth in this registration stateméotwithstanding the foregoing, any increase egrdase in volume of
securities offered (if the total dollar value otsaties offered would not exceed that which wagstered) and any
deviation from the low or high end of the estimateakimum offering range may be reflected in therfaf prospectus
filed with the Commission pursuant to Rule 424¢b)n the aggregate, the changes in volume ane pepresent no
more than a 20 percent change in the maximum agtgedfering price set forth in the “CalculationRégistration Fee”
table in the effective registration statement;

(iii)  Toinclude any material information with respecttie plan of distribution not previously disclogadhe registration
statement or any material change to such informatidhis registration statemel

provided, however, that paragraphs (a)(1)(i), (diijland (a)(2)(iii) of this section do not apgfithe information required to be included in a
post-effective amendment by those paragraphs imcwd in reports filed with or furnished to thermmission by the registrant pursuant to
Section 13 or Section 15(d) of the Securities ErgleaAct of 1934 that are incorporated by referéndbe registration statement, or is
contained in a form of prospectus filed pursuarRtte 424(b) that is part of the registration statat.

(2) That, for the purpose of determining any liabilityder the Securities Act of 1933, each such pdst&#fe amendment shall be
deemed to be a new registration statement reltditige securities offered therein, and the offenhguch securities at that tir
shall be deemed to be the initial bona fide offgtimereof.

(3) Toremove from registration by means of a postetiffe amendment any of the securities being regidteshich remain unsold



(4)

at the termination of the offerin
That, for purposes of determining liability undke tSecurities Act of 1933 to any purcha:

0] Each prospectus filed by the registrant pursuafuie 424(b)(3) shall be deemed to be part of élgéstration statement
as of the date the filed prospectus was deemedpartd included in the registration statement;

(ii) Each prospectus required to be filed pursuant e BR24(b)(2), (b)(5), or (b)(7) as part of a regitibn statement in
reliance on Rule 430B relating to an offering madesuant to Rule 415(a)(1)(i), (vii), or (x) forelpurpose of providing
the information required by Section 10(a) of theB#ies Act of 1933 shall be deemed to be pageraf included in the
registration stateme
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as of the earlier of the date such form of progped first used after effectiveness or the datibefirst contract of sale
of securities in the offering described in the pexgus. As provided in Rule 430B, for liability pases of the issuer and
any person that is at that date an underwritelh siate shall be deemed to be a new effective ddteegegistration
statement relating to the securities in the regjisin statement to which that prospectus relatebtlaze offering of such
securities at that time shall be deemed to benitialibona fide offering thereof. Provided, howewhat no statement
made in a registration statement or prospectudshgrt of the registration statement or madedio@ument
incorporated or deemed incorporated by referencetiire registration statement or prospectus thgaisof the
registration statement will, as to a purchaser witime of contract of sale prior to such effectilae, supersede or
modify any statement that was made in the registratatement or prospectus that was part of thistration statement
or made in any such document immediately priouithseffective date

(5) That, for the purpose of determining liability bEtregistrant under the Securities Act of 1933y gurchaser in the initial
distribution of the securities, the undersignedstegnt undertakes that in a primary offering afieéties of the undersigned
registrant pursuant to this registration statemmgfardless of the underwriting method used totkelkecurities to the
purchaser, if the securities are offered or solsutch purchaser by means of any of the followingmrainications, the
undersigned registrant will be a seller to the paser and will be considered to offer or sell sseturities to such purchas

0] Any preliminary prospectus or prospectus of theansidned registrant relating to the offering regdito be filed
pursuant to Rule 42

(il Any free writing prospectus relating to the offgyiprepared by or on behalf of the undersigned tegisor used or
referred to by the undersigned registri

(i)  The portion of any other free writing prospectuatiag to the offering containing material inforruat about the
undersigned registrant or its securities providgdibon behalf of the undersigned registrant;

(iv)  Any other communication that is an offer in theeoififig made by the undersigned registrant to thelfager

(b)  The undersigned registrant hereby undertakesftrgturposes of determining any liability under ®ecurities Act of 1933, each fili
of the registrant’s annual report pursuant to ®acti3(a) or Section 15(d) of the Securities Excleafsgt of 1934 (and, where
applicable, each filing of an employee benefit j[damnual report pursuant to Section 15(d) of teeusities Exchange Act of 1934)
that is incorporated by reference in the regisiraitatement shall be deemed to be a new registrstitement relating
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the securities offered therein, and the offeringudh securities at that time shall be deemed thdaitial bona fide offering therec

Insofar as indemnification for liabilities arisimgpder the Securities Act of 1933 may be permitteditectors, officers and controlling
persons of the registrant pursuant to the foregpmogisions, or otherwise, the registrant has kabrsed that in the opinion of the
Commission such indemnification is against pubbtiqy as expressed in the Securities Act of 1938Biantherefore, unenforceable. In
the event that a claim for indemnification agassth liabilities (other than the payment by thdstegnt of expenses incurred or paid
by a director, officer or controlling person of ttegistrant in the successful defense of any actioi or proceeding) is asserted by
such director, officer or controlling person in cection with the securities being registered, gwstrant will, unless in the opinion of
its counsel the matter has been settled by coimiggtirecedent, submit to a court of appropriatesgliction the question whether such

indemnification by it is against public policy agaeessed in the Securities Act of 1933 and wilgbgerned by the final adjudication
such issue
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SIGNATURES

Pursuant to the requirements of the SiesiAct of 1933, the registrant certifies thalhéts reasonable grounds to believe that it meets
all of the requirements for filing on Form S-3 amak duly caused this registration statement tadmed on its behalf by the undersigned,
thereunto duly authorized, in the City of New Yo8tate of New York, on May 22, 2009.

CHIMERA INVESTMENT CORPORATION
By: /s/ Matthew Lambias

Matthew Lambias:
President and Chief Executive Offic

Each person whose signature appears bedogby authorizes Matthew Lambiase and A. Alexamnahan, and each of them, as
attorney-in-fact and agents, each with full powlesubstitution and resubstitution, to sign on hisier behalf, individually and in each
capacity stated below, any amendment, including-effsctive amendments to this registration statetmand to file the same, with all
exhibits thereto, and all documents in connecti@mrawith, with the SEC hereby ratifying and confirgall that said attorneys-in-fact and
agents, or any of them or their substitute or stulies, may lawfully do or cause to be done byudrhereof.

Pursuant to the requirements of the S@esiAct of 1933, this registration statement hasn signed below by the following persons in
the capacities and on the date indicated.

Signatures Title Date

/sl Matthew Lambias Chief Executive Officer, President a May 22, 200¢
Director (principal executive officer)

Matthew Lambias:

/sl Alexandra Denah: Chief Financial Officer (principal May 22, 200¢
financial and accounting officer)

A. Alexandra Denaha

Nonexecutive Chairman of the Boe
of Directors

Paul Donlin

s/ Mark Abram: Director May 22, 200¢
Mark Abrams

/sl Jeremy Diamor Director May 22, 200¢

Jeremy Diamon

/sl Paul A. Keena Director May 22, 200¢

Paul A. Keenat
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8.1

12.1
23.1
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24.1

EXHIBIT INDEX

Exhibit Description

Specimen Common Stock Certificate of Chimera Innesit Corporation (filed as Exhibit 4.1 to the Comya
Registration Statement on Amendment No. 1 to Forbd §ile No. 333-145525) filed on September 27Q2éand
incorporated herein by referenc

Opinion of K&L Gates LLP (including consent of suiim).

Tax Opinion of K&L Gates LLP (including consentsfch firm).
Statements re: Computation of Rati

Consent of Deloitte & Touche LLI

Consent of K&L Gates LLP (included in Exhibit 5.

Consent of K&L Gates LLP (included in Exhibit 8.

Power of Attorney (included on the signature paigie Registration Statemen
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Exhibit 5.1
Opinion of K&L Gates LLP
May 22, 2009

Chimera Investment Corporation
1211 Avenue of the Americas, Suite 2902
New York, New York 1003¢

Re: Registration of Shares on Form S-3
Ladies and Gentlemen:

We have acted as counsel for Chimerasiimvent Corporation, a Maryland corporation (therf@any”), in connection with a
Registration Statement on Form S-3 (the “Registra8tatement”) to be filed with the Securities &xdhange Commission (the
“Commission”) under the Securities Act of 1933aasended (the “1933 Act"Jor the registration of shares of preferred st&kp1 par valu
per share, of the Company (the “Preferred Sharast),shares of common stock, $0.01 par value @eesbf the Company, including any
shares of common stock issuable upon the conveasiany Preferred Shares (“Common Shares” andaoligy, the “Shares”). Capitalized
terms used but not defined herein shall have thenings given to them in the Registration Statement.

You have requested our opinion as tanth#er set forth below in connection with the Regison Statement. For purposes of rende
that opinion, we have examined the RegistratioteStant, the Company’s Articles of Incorporationaasended and supplemented (the
“Charter”), and Bylaws, as amended, and the cotpaetions of the Company that provide for the sidopand subsequent amendments of
the Registration Statement and we have made sheh iolvestigation as we have deemed appropriatehdVe examined and relied upon
certificates of public officials and, as to certaiatters of fact that are material to our opiniee,have also relied on a certificate of an officer
of the Company in rendering our opinion. We havghier assumed the legal capacity of natural perddieshave also assumed the issuance
of, and certain terms of, the Shares will be appdavy the board of directors of the Company, oulst duthorized committee thereof, in
accordance with the Maryland General Corporatiow,lthe Charter, the Bylaws and such resolutions {@orporate Proceedings”) prior to
the issuance thereof. We have not verified anjo$é assumptions.

Our opinion set forth below is limitedttee Maryland General Corporation Law, including #pplicable provisions of the Maryland
Constitution and reported judicial decisions intetimg those laws.

Based upon and subject to the foregaind, subject to the qualifications, assumptionslianitations stated herein, it is our opinion
that:




Chimera Investment Corporation
May 22, 2009
Page 2

1. The Common Shares have been duly sa#tbfor issuance by the Company and, when aisdufed and delivered against payment
therefor in accordance with the Corporate Procegdiwill be validly issued, fully paid and nonassdse.

2. The Preferred Shares have been dihodmed for issuance by the Company and, whenifaesiued and delivered against payment
therefor in accordance with the Corporate Procegiwill be validly issued, fully paid and nonassdse.

The opinion expressed herein is limiethie matters specifically set forth herein andti®r opinion shall be inferred beyond the
matters expressly stated. We assume no obligatisagplement this opinion if any applicable lawraes after the date hereof or if we
become aware of any fact that might change theiampiexpressed herein after the date hereof.

This opinion is being furnished to you $sbmission to the Commission as an exhibit toRbgistration Statement. We hereby consent
to the filing of this opinion as an exhibit to tRegistration Statement and to the use of the ndraerdirm therein. In giving this consent, we
do not admit that we are within the category ofpas whose consent is required by Section 7 of¥3& Act or the rules and regulations
thereunder.

Yours truly,

/sl K&L Gates LLP



Exhibit 8.1
May 22, 2009

Chimera Investment Corporation
1211 Avenue of the Americas
Suite 2902

New York, New York 1003I

Re: Status as a Real Estate Investment Trust; Infoomari the
Registration Statement under the heacMaterial Federa
Income Tax Consideratio”

Dear Sir or Madam:

In connection with the public offering gliares of common stock or preferred stock (edelresl to herein as “capital stock”) in
Chimera Investment Corporation, a Maryland corporafthe “Company”), pursuant to the Registratidat&ment on Form S-3, to be filed
with the Securities Exchange Commission, as ame(tedRegistration Statement”), you have request@dopinion concerning (i) the
qualification and taxation of the Company as a estdte investment trust (a “REIT”) under the In&#Revenue Code of 1986, as amended
(the “Code™), and (ii) the information in the Conmyés Registration Statement under the heading “kt€ederal Income Tax
Considerations.”

In formulating our opinions, we have eved and relied upon the charter of the Companyttam&Registration Statement. In addition,
we have relied upon the Company’s certificate (Dficer’s Certificate”), executed by a duly appted officer of the Company, setting forth
certain factual representations relating to thepization and proposed operation of the Companyeré@/bBuch factual representations in the
Officer’s Certificate involve terms defined in t@®de, the regulations promulgated by the Departroktite Treasury (the “Regulations”),
published rulings of the Internal Revenue Servihe (Service”), or other relevant authority, we baxplained such terms to the Company’s
representatives and we are satisfied that the Coy'peepresentatives understand such terms anchpable of making such factual
representations. We have also relied upon repratsems that the information presented in the Regfisin Statement accurately and
completely describes all material facts. We havevedfied any of those assumptions.

In rendering these opinions, we have msslthat the Company will be operated in the madescribed in its organizational docume
and in the Registration Statement.

Based upon and subject to the foregatrig,our opinion that:

1. The Company has been organized inocorify with the requirements for qualification aR&IT under the Code, the Company’s
method of operation, as described in the Registrefitatement and as represented in the OfficersfiCate, has enabled it to satisfy the




requirements for qualification as a REIT for akkdlle years ending before the date of this leiieginning with its taxable year ending
December 31, 1997, and the Company’s proposed mhethoperation, as described in the Registratiatedtent and as represented in the
Officer’s Certificate, will enable it to satisfygéhrequirements for qualification as a REIT for sadagent taxable years.

2. All disclosure in the Company’s Regitibn Statement regarding statutes, Regulatianiggal or governmental proceedings
pertaining to federal income tax matters is aceuiraill material respects and presents in all eteespects the information required to be
shown. In particular, the information in the ComparRegistration Statement under the heading “Malt&rederal Income Tax
Considerations,” to the extent that it constitutestters of law, summaries of legal matters, orllegaclusions, has been reviewed by us and
is correct in all material respects and accuradelcribes the federal income tax consideratiortsattealikely to be material to a holder of the
Company’s capital stock.

Our opinion is based on the Code, theuRetigns, and the interpretations of the Code arth Regulations by the courts and the
Service, all as they are in effect and exist atidue of this letter. It should be noted that sesuRegulations, judicial decisions, and
administrative interpretations are subject to cleasigany time and, in some circumstances, witloaetive effect. A material change that is
made after the date hereof in any of the foregbages for our opinions could affect our conclusi@tker than as expressly stated above, we
express no opinion on any issue relating to the @@ or any investment therein.

This opinion is being provided to the Gmamy in connection with the filing of the Registoat Statement. Only the Company and those
who purchase capital stock offered pursuant tdtbgistration Statement may rely on this opiniontA®iit our prior written consent, it may
not be relied upon by any other person or entitysad for any other purpose. Notwithstanding ampress or implied agreement,
arrangement, or understanding to the contraryCthapany (and any employee, representative, or aiipent of the Company) may disclose
this opinion to any and all persons.

We consent to the reference to our fimdar the caption “Material Federal Income Tax Cdesitions” in the Registration Statement
and to the reproduction and filing of this opinsan exhibit to the Registration Statement. limgithis consent, we do not thereby admit
that we are in the category of persons whose coiseequired under Section 7 of the Securities#c933, as amended, nor do we admi
are experts with respect to any part of the Reggistn Statement within the meaning of the term & %pas used in the Securities Act of 1933,
as amended.

Very truly yours,
/sl K&L Gates LLP
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CHIMERA INVESTMENT COMPANY

Ratio of Earnings To Combined Fixed Charges Anddpred Stock Dividends

Exhibit 12.1

The following table sets forth the caftidn of our ratio of earnings to combined fixecuaes and preferred stock dividends for the

periods shown:

For the period
November 21, 2007

(date operations For the

commenced) year ended

through December December

31, 2007 31, 2008

(dollars in thousands)

Net (loss) income before tax (2,907) (119,79)
Add: fixed charges (interest expen: 41F 60,54«
preferred stock dividen — —

(Loss) income as adjusti (2,48¢) (59,259
Fixed charges (interest expense) + preferred stivittend 41F 60,54+
(5.99) (0.9¢)

Ratio of (losses) income to combined fixed chamyes preferred stock dividen

For the
three
months
ended
March 31,
2009

18,87(
9,04:
27,91:
9,04z
3.0¢




Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference is Registration Statement on Form S-3 of our regated February 27, 2009, relating to the
consolidated financial statements of Chimera Inmesit Corporation and the effectiveness of Chimevastment Corporation’s internal
control over financial reporting, appearing in thenual Report on Form 10-K of Chimera Investmentg@oation for the year ended
December 31, 2008, and to the reference to us uhddreading “Experts” in the Prospectus, whigbag of this Registration Statement.

/sl Deloitte & Touche LLP

New York, New York

May 26, 2009




