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The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

Subject to Completion
Preliminary Prospectus dated November 2, 2007

PROSPECTUS

33,333,334 Shares

CHIMERA

INVESTMENT CORPORATION

Common Stock

Chimera Investment Corporation is a Mamng corporation that will invest in residential ngage loans, residential mortgage-backed
securities, real estate-related securities andwarther asset classes. We will be externally geohand advised by Fixed Income Discount
Advisory Company, which we refer to as FIDAC or dainager, an investment adviser registered wittSeheurities and Exchange
Commission. FIDAC is a wholly-owned subsidiary afifaly Capital Management, Inc., which we refersdanaly, a New York Stock
Exchange-listed real estate investment trust.

This is our initial public offering. Weeoffering the shares of common stock describebigiprospectus. We expect the initial public
offering price of our common stock to be $15.00 feare. Currently, no public market exists for common stock. Our common stock has
been approved for listing on the New York Stock liaege under the symbol “CIMConcurrent with this offering, we will sell to Anlye9.8%
of our outstanding shares after giving effect ® shares issued in this offering, excluding shaoéd pursuant to the underwriters’ exercise of
their overallotment option.

We intend to elect and qualify to be thas a real estate investment trust, or REIT,ddefal income tax purposes. To assist us in
qualifying as a REIT, ownership of our common stbgkany person is generally limited to 9.8% in abr in number of shares, whichever is
more restrictive, of any class or series of thestautding shares of our capital stock. In additam, charter contains various other restriction
the ownership and transfer of our common stock;'Bescription of Capital Stock—Restrictions on Owstd@p and Transfer.”

Investing in our common stock involves sks. See “Risk Factors” beginning on page 14 of thiprospectus for a discussion of the
following and other risks:

. We are dependent on our Manager and its key peesand may not find a suitable replacement if o@nlger terminates tt
management agreement with

. There are various conflicts of interest in our tielaship with our Manager and Annaly, which cougult in decisions that are
not in the best interest of our stockholders, idiig the management agreement with our Manageneliieour Manager is
entitled to receive a base management fee, whicbtified to the performance of our portfolio, ancentive compensation bas
on our portfolio’s performance, which may leaditplace emphasis on the short-term maximizatiomedincome, and several of
our officers and directors are also employees afalynwhich may result in conflicts between theitids to us and to Annal

. We have no operating history nor any assets arld@arnimence operations only upon the completiorhisf affering.

. The net proceeds from this offering are not conedito specific investments; we may allocate thepneteeds from this offerir
to investments with which you may not agree, andfailure to apply these proceeds could effectivadyse our operating results
and the value of our common stock to decl

. If we do not qualify as a REIT or fail to remainaijfied as a REIT, we will be subject to income &xegular corporate tax ral
and could face substantial tax liability, which wereduce the amount of cash available for distisuto our stockholders and
adversely affect the value of our common st

. We will depend on warehouse and repurchase fasiland commercial paper to execute our businessanta our inability tc
access funding could have a material adverse effeour results of operations, financial conditéord busines:

. Maintenance of our Investment Company Act of 194@ngption imposes limits on our operatio

Per Share Total
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The underwriters may also purchase umtadditional 5,000,000 shares of our common stk us at the initial public offering price,
less the underwriting discount, within 30 days rafite date of this prospectus to cover overallotsighany.

Neither the Securities and Exchange Comssion nor any state securities commission has apmed or disapproved of these
securities, or determined if this prospectus is trthful or complete. Any representation to the contray is a criminal offense.

The shares will be ready for deliveryasrabout , 2007.

Merrill Lynch & Co. Credit Suisse Deutsche Bank Securitie:

JPMorgan Keefe, Bruyette & Woods

Bear, Stearns & Co. Inc.

The date of this prospectus is ,7200
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You should rely only on information contaed in this prospectus, any free writing prospects prepared by us or information to
which we have referred you. We have not, and the aierwriters have not, authorized anyone to provide gu with different information.

This prospectus may only be used where it is legtd sell these securities, and this prospectus istren offer to sell or a solicitation of
offer to buy shares in any state or jurisdiction wkere an offer or sale of shares would be unlawful. He information in this prospectus
and any free writing prospectus prepared by us maype accurate only as of their respective dates.

an



PROSPECTUS SUMMARY

This summary highlights some of the imi@tion in this prospectus. It is not complete andsinot contain all of the information
that you should consider before investing in ounowon stock. You should read carefully the moreiléetanformation set forth under
“Risk Factors” and the other information included this prospectus. Except where the context suggéiserwise, the terms
“Chimera,” “company,” “we,” “us” and “our” refer to Chimera Investment Corporation; “our Manager” afiBIDAC” refer to
Fixed Income Discount Advisory Company, our extemmanager; and “Annaly” refers to Annaly Capital Magement, Inc., the
parent company of FIDAC. Unless indicated otherwise information in this prospectus assumes &)abmmon stock to be sold in
this offering is to be sold at $15.00 per shar,tfie concurrent offering to Annaly of 9.8% of @ammon stock excluding shares solg
pursuant to the underwriters’ exercise of their @f@tment option and shares of our restricted camnrstock approved to be granted
to our executive officers and employees of our Manand to our independent directors, and (iii)exercise by the underwriters of
their overallotment option to purchase or placeta@n additional 5,000,000 shares of our commonisto

Our Company

We are a newly-formed specialty finanompany that will invest in residential mortgagensaresidential mortgage-backed
securities, or RMBS, real estate-related securdtiesvarious other asset classes. We will be eaflgrmanaged by Fixed Income
Discount Advisory Company, or FIDAC, a wholly-owngdbsidiary of Annaly, a New York Stock Exchangstdd REIT, which has a
long track record of managing investments in Udegnment agency mortgage-backed securities. Cortuwith this offering,
Annaly will acquire 9.8% of our outstanding shanésommon stock after giving effect to the shasssied in this offering, excluding
shares sold pursuant to the underwriters’ exerfiskeir overallotment option and shares of outrieted common stock approved to
be granted to our executive officers and emplopéesir Manager and to our independent directorsiénd to elect and qualify to
be taxed as a real estate investment trust, or RBiTederal income tax purposes.

Our objective is to provide attractivekradjusted returns to our investors over the lemgy, primarily through dividends and
secondarily through capital appreciation. We inteméchieve this objective by investing in a bratabs of financial assets to
construct an investment portfolio that is desigteedchieve attractive risk-adjusted returns andithstructured to comply with the
various federal income tax requirements for REEEus and to maintain our exclusion from regulatioder the Investment Company
Act of 1940, or 1940 Act. We have not yet made iamgstments.

We recognize that investing in our taegledsset classes is highly competitive, and thaManager will compete with many
other investment managers for profitable investnopportunities in these areas. Annaly and our Manhgve close relationships with
a diverse group of financial intermediaries, ragdiom primary dealers, major investment banks lanoterage firms to leading
mortgage originators, specialty investment deadearsfinancial sponsors. In addition, we expectapdiit from our Manager’s
analytical and portfolio management expertise astiiology. We believe that the combined and comgieary strengths of Annaly
and our Manager give us a competitive advantage REZETs with a similar focus to ours.

Our Manager

We will be externally managed and advisgdrIDAC, an investment advisor registered with 8ecurities and Exchange
Commission. Our Manager is a fixed-income investnmeanagement company specializing in managing tnvests in U.S.
government agency mortgage-backed securities, en&ygRMBS, which are mortgage pass-through ceati, collateralized
mortgage obligations and other mortgage-backedritiesurepresenting interests in or obligationskeatby pools of mortgage loans
issued or guaranteed by the Federal National Mgeigessociation, or Fannie Mae, the Federal Homen IMartgage Corporation, or
Freddie Mac, and the Government National Mortgagsogiation, or Ginnie Mae. Our Manager also hag®ge&pce in managing
investments in non-Agency RMBS and CDOs; real egtalfated securities; and managing interest raisitbee investment strategies.
Our Manager commenced active investment manageopenations in 1994. At September 30, 2007, our idanaas the adviser or
sub-adviser for funds with approximately $2.5 bitliin net assets and $13.9 billion in gross aspatslominantly all of which were
Agency RMBS.

Our Manager will be responsible for adistiering our business activities and day-to-dayrafens pursuant to a management
agreement with us. All of our officers are emplayeéour Manager or its affiliates. Our Manager Wadl-respected and established
portfolio management resources for each of ouretaasset classes and a sophisticated infrastewsatpporting those resources,
including investment professionals focusing on

residential mortgage loans, Agency and non-Agen@BR and other asset-backed securities. We alsocexpéenefit from our



Manager’s finance and administration functions,chtaddress legal, compliance, investor relationd,aperational matters, including
portfolio management, trade allocation and exeausecurities valuation, risk management and in&tiom technologies in
connection with the performance of its duties.

Annaly Capital Management, Inc.

Annaly, which at September 30, 2007 owaed managed a portfolio of approximately $44.8dwil primarily in Agency
RMBS, commenced its operations on February 18, 1&88d@ went public on October 20, 1997. Annaly tsagle the New York Stock
Exchange under the symbol “NLY”. Annaly managestsen behalf of institutional and individual int@s worldwide directly
through Annaly and through the funds managed byAERID

Annaly is primarily engaged in the busisef investing, on a leveraged basis, in AgencyBBMAnnaly also invests in Federal
Home Loan Bank, Freddie Mac and Fannie Mae debesiténnaly’s principal business objective is tograte net income for
distribution to investors from the spread betwd®ninterest income on its securities and the dosboowing to finance their
acquisition and from dividends it receives from RID.

Our Investment Strategy

We will rely on our Manager’s expertiseidentifying assets within our target asset claséée expect that our Manager will
make investment decisions based on various fadtaisiding expected cash yield, relative valueg-asljusted returns, current and
projected credit fundamentals, current and progeotacroeconomic considerations, current and prejestipply and demand, credit
and market risk concentration limits, liquidity,st@f financing and financing availability, as wai maintaining our REIT
gualification and our exemption from registratiamer the 1940 Act.

Over time, we will modify our investmeaitocation strategy as market conditions changeetk to maximize the returns from
our investment portfolio. We believe this strategymbined with our Manager’'s experience, will eealns to pay dividends and
achieve capital appreciation throughout changiter@st rate and credit cycles and provide attradtmg-term returns to investors.

Our targeted asset classes and the pahicivestments we expect to make in each arellasvi

Asset Class Principal Investments

Residential Mortgage Loal . Prime mortgage loans, which are mortgage loanscthveform to
the underwriting guidelines of Fannie Mae and Freddac, or
Agency Guidelines; and jumbo prime mortgage loarsch are
mortgage loans that conform to the Agency Guidsliexcept as
to loan size

. Alt-A mortgage loans, which are mortgage loans that naag
been originated using documentation standardsatiedess
stringent than the documentation standards appliezkrtain
other first lien mortgage loan purchase programsh &s the
Agency Guidelines, but have one or more compengéaictors
such as a borrower with a strong credit or mortgagery or
significant asset:

Residential Mortgage-Backed Securities, or RMBS
. Non-Agency RMBS, including investment-grade and non-
investment grade classes, including the BB-raterhtBd and
nor-rated classe:

. Agency RMBS.

Other Asse-Backed Securities, or AB . Debt and equity tranches of collateralized ¢

obligations, or CDOs




. Commercial mortga¢-backed securities, or CMB

. Consumer and non-consumer ABS, including investrgesde
and non-investment grade classes, including thed@&d, Brated
and norrated classe:

Initially, we expect to focus our invesmnt activities on purchasing residential mortgagmé that have been originated by sele
high-quality originators, including the retail lend operations of leading commercial banks, andAgancy RMBS. This is in
contrast to Annaly’s strategy which concentrate®\gancy RMBS. As the diligence and acquisition l&éates for residential
mortgage loans are longer than for non-Agency RNMB&hases, we expect our investment portfolio ebtlitset to be weighted
toward non-Agency RMBS, subject to maintaining B&EIT qualification and our 1940 Act exemption, kg expect our investment
portfolio to become weighted toward residential tpage loans over the next three to six months.i@uastment decisions, however,
will depend on prevailing market conditions andlwilange over time. As a result, we cannot preatietpercentage of our assets that
will be invested in each asset class or whethewillénvest in other classes of investments. We rolagnge our investment strategy
and policies without a vote of our stockholders.

We intend to elect and qualify to be thas a REIT and to operate our business so asdrdmpt from registration under the
1940 Act, and therefore will be required to investubstantial majority of our assets in loans stby mortgages on real estate and
real estate-related assets. Subject to maintasundREIT qualification and our 1940 Act exemptiare do not have any limitations on
the amounts we may invest in any of our targetsdtasdasses.

Financing and Hedging Strategy

We intend to use leverage to increaserpial returns to our stockholders. We will geneiiacome principally from the spread
between yields on our investments and our cosbablving and hedging activities. Subject to ourmbaining our qualification as a
REIT, we expect to use a number of sources to fieaur investments, including repurchase agreenmeatehouse facilities,
securitization, commercial paper and term finan&@ROs. We are not required to maintain any sped#iot-to-equity ratio as we
believe the appropriate leverage for the particatmets we are financing depends on the crediityjaald risk of those assets.

Subject to maintaining our qualificatias a REIT, we intend to utilize derivative finaddiestruments, including, among others,
interest rate swaps, interest rate caps, and siteate floors to hedge all or a portion of theiest rate risk associated with the
financing of our portfolio. Specifically, we willegk to hedge our exposure to potential interestmasmatches between the interest w
earn on our investments and our borrowing costsezaby fluctuations in short-term interest rataautllizing leverage and interest
rate hedges, our objectives will be to improve-aslusted returns and, where possible, to lockiina long-term basis, a spread
between the yield on our assets and the cost diramcing.

Our Competitive Advantages
We believe that our competitive advansaigelude the following:
Investment Strategy Designed to Perform in a Vayief Interest Rate and Credit Environments

We seek to manage our investment strategplance both interest rate risk and credit W8k believe this strategy is designed
to generate attractive, risk-adjusted returns\vargety of market conditions because operating it in which either of these risks
are increased, or decreased, may occur at diffeants in the economic cycle. For example, theag ime periods when interest-rate
sensitive strategies outperform credit-sensitivatsgies whereby we would receive increased incovee our cost of financing, in
which case our portfolio’s increased exposure i®1risk would be beneficial. There may be otheiqubs when credit-sensitive
strategies outperform interest-rate sensitiveegias. Although we will face interest rate risk aneldit risk, we believe that with
appropriate hedging strategies, as well as ouityalil evaluate the quality of targeted asset itmesit opportunities, we can reduce
these risks and provide attractive risk-adjustéalrns.

Credit-Oriented Investment Approach

We will seek to minimize principal los$ile maximizing risk-adjusted returns through ouadger’s credit-based investment
approach, which is based on rigorous quantitaticequalitative analysis.

Experienced Investment Advisor




Our Manager has a long history of strpagormance across a broad range of fixed-incorseta.sOur Manager's most senior
investment professionals have a long history oé#tiwmg in a variety of mortgage and real estatatedl securities and structuring and
marketing CDOs. Investments will be overseen bjngastment committee of our Manager’s professigradasisting of Michael A.J.
Farrell, Wellington J. Denahan-Norris, James Ptdsmue, Kristopher Konrad, Rose-Marie Lyght, Roné&ddel, Jeremy Diamond, Eric
Szabo and Matthew Lambiase.

Access to Annaly’s and Our Manager’s Ritenships

Annaly and our Manager have developed-@nm relationships with a number of commercial arwvestment banks and other
financial intermediaries. We believe these relaiops will provide us with a range of high-qualityestment opportunities.

Access to Our Manager’s Systems and Infrastructure

Our Manager has created a proprietartfgimr management system, which we expect will pdews with a competitive
advantage. Our Manager’s personnel have createthprehensive finance and administrative infrastmetan important component of a
complex investment vehicle such as a REIT. In &ditmost of our Manager’s personnel are also Arisgdersonnel; therefore, they
have had extensive experience managing Annaly,iwikia REIT.

Alignment of Interests between Annaly, Our Managand Our Investors

Our Manager’s parent company, Annaly, dgreed to purchase 9.8% of our outstanding sladitersgiving effect to the shares
issued in this offering, excluding shares sold pans to the underwriters’ exercise of their overtafient option and shares of our
restricted common stock approved to be grantedit@xecutive officers and employees of our Managpek to our independent directors.
Moreover, a portion of the fees that may be ealyedur Manager consists of incentive compensatiahis based on the amount that a
measure of our earnings exceeds a specified tHoeahe believe that Annaly’s investment and our lsiger’s ability to earn
performance fees will align our Manager’s interegith our interests.

Summary Risk Factors

An investment in shares of our commorlsiavolves various risks. You should consider @ddhg the risks discussed below and
under “Risk Factors” before purchasing our comntocls

. We are dependent on our Manager and its key peeséomour success and such personnel may leaventipdoyment o
our Manager or otherwise become no longer availebles.

. There are various conflicts of interest in our tielaship with our Manager and Annaly, which cougult in decisions thi
are not in the best interest of our stockholderduiding those created by our Manager’'s compensatitereby it is entitled
to receive a base management fee, which is notdidte performance of our portfolio, and incentieenpensation based
on our portfolio’s performance, which may leadvitplace emphasis on the short-term maximizatiamedincome, and that
several of our officers and directors are also eyg®s of Annaly which may result in conflicts beéneheir duties to us
and to Annaly

. The management agreement with our Manager wasegattiated on an ar s-length basis and may not be as favorabl
us as if it had been negotiated with an unaffiiatard party and may be difficult and costly tonténate.

. Our board of directors will approve very broad istveent guidelines for our Manager and will not awereach investme;
decision made by our Manager. We may change oestment strategy and asset allocation without stoldier consent,
which may result in riskier investmen

. We have no operating history and may not operateessfully. We operate in a highly competitive nedrfior
investment opportunities. We have not yet iderdifi@y specific investments. Our financial conditéord results of
operation will depend on our ability to manage fatgrowth effectively

. We expect to use leverage to fund the acquisitfauoassets, which may adversely affect our returiour
investments and may reduce cash available foildigion to our stockholder:

. Loss of our 1940 Act exemption would adversely étffes and negatively affect our stock price andafility to




distribute dividends to our stockholders and caoekllt in the termination of the management agre¢mvéh our
Manager. In addition, the assets we may acquirdiraied by the provisions of the 1940 Act and th&es and
regulations promulgated thereunder which may, mesgases, preclude us from pursuing the most edoabiyn
beneficial investment alternative

. Failure to obtain adequate capital and funding Waalversely affect our results and may, in turigatigely affect the
market price of shares of our common stock andability to distribute dividends to our stockholde

. An increase in our borrowing costs relative toititerest we receive on our assets may adversedgtadir
profitability, and thus our cash available for distition to our stockholder:

. Increases in interest rates could negatively affexztvalue of our investments, which could resulteduced earnings
losses and negatively affect the cash availabléig&iribution to our stockholder

. Our hedging transactions may not completely insulstfrom interest rate risk. Hedging against egerate exposul
may adversely affect our earnings, which could cedaur cash available for distribution to our stumlklers.

. Prepayment rates could negatively affect the vafumir residential mortgage loans and our RMBS citiould result
in reduced earnings or losses and negatively atifiectash available for distribution to our stodkless.

. The mortgage loans we invest in and the mortgagieslainderlying the mortgage and asset-backed Heswie invest
in are subject to delinquency, foreclosure and, lsch could result in losses to us. We may belireq to repurchas
mortgage loans or indemnify investors if we bregggresentations and warranties, which could hameatnings

. Failure to qualify as a REIT would subject us tdeial income tax, which would reduce the cash albel for
distribution to our stockholder

. The REIT qualification rules impose limitations the types of investments and hedging, financind,@&her activitie:
which we may undertake, and these limitations nragpme cases, preclude us from pursuing the nostoenically
beneficial investment, hedging, financing and otilegrnatives

Our Structure

We were formed by Annaly, who may be dedmur promoter, as a Maryland corporation on Jyr2907. Our initial
stockholder is Annaly, which has agreed to purcl®a8% of our outstanding shares after giving effedhe shares issued in this
offering, excluding shares sold pursuant to theemwdters’ exercise of their overallotment optiamashares of our restricted common
stock approved to be granted to our executive @ffiand employees of our Manager and to our indkperdirectors.




The following chart shows our structufeiagiving effect to this offering:

Annaly Capital /"’f \ /

Management, Inc. | Management Investors

M

Management
FIDAC A presment Chimera Investment
(Our Manager) E: Corporation

(1) Includes shares of restricted common stock appragggtants under our equity incentive plan to oecative officers and
other employees of our Manager, which vest quartarér a ten-year period beginning January 1, 20@Bto our
independent director nominees, which fully vestlanuary 1, 200¢

Our Relationship with Our Manager

We will be externally managed and advisgaur Manager. We expect to benefit from the engl, infrastructure,
relationships, and experience of our Manager t@eoé the growth of our business. Each of our aficealso an employee of our
Manager or one of its affiliates. We expect to haseemployees other than our officers. Our Man#&gaot obligated to dedicate
certain of its employees exclusively to us, ndt & its employees obligated to dedicate any $jmegortion of its time to our business.
We expect, however, that Christian J. WoschenkoHaad of Investments and our Manager’s Executiiee Yresident, and William
B. Dyer, our Head of Underwriting and our Managétiecutive Vice President, will devote a substdmtiation of their time to our
business.

We will enter into a management agreemaitt our Manager effective upon the closing oktbffering. Pursuant to the
management agreement, our Manager will implemenbosiness strategy and perform certain servicesgpsubject to oversight by
our board of directors. Our Manager will be resplolesfor, among other duties, performing all of alary-to-day functions;
determining investment criteria in conjunction withr board of directors; sourcing, analyzing andoeing investments; asset sales
and financings; and performing asset managemeigsduih addition, our Manager has an investmentmittee of our Manager’'s
professionals consisting of Michael A.J. Farrelelvigton J. Denahan-Norris, James P. Fortescustdfher Konrad, Rose-Marie
Lyght, Ronald Kazel, Jeremy Diamond, Eric Szabal, Matthew Lambiase to advise and consult with oankber’s senior
management team with respect to our investmentipsliinvestment portfolio holdings, financing dederaging strategies and
investment guidelines.

The initial term of the management agreenwill be through December 31, 2010, with automane-year renewals at the end
of each year. Our independent directors will reviaw Manager's performance annually, and followting initial term, the
management agreement may be terminated annuallg fgthout cause upon the affirmative vote of asteéwo-thirds of our
independent directors, or by a vote of the holdést least a majority of the outstanding sharesusfcommon stock (other than share
held by Annaly or its affiliates), based upon:di}y Manager’s unsatisfactory performance that itenwelly detrimental to us, or (ii)
our determination that the management fees payaldar Manager are not fair, subject to our Managgght to prevent termination
based on unfair fees by accepting a reduction ofagement fees agreed to by at least two-thirdsiofrmlependent directors. We will
provide our Manager with 180-days’ prior noticesath termination. Upon termination without cause will pay our Manager a
termination fee. We may also terminate the managéagreement with 30 days’ prior notice from ouafwbof directors, without
payment of a termination fee, for cause or upohamge of control

[%2)




of Annaly or our Manager, each as defined in theagament agreement. Our Manager may terminate dinagement agreement if
we become required to register as an investmenpaoynunder the 1940 Act, with such termination degmo occur immediately
before such event, in which case we would not gaired to pay a termination fee. Our Manager mayp decline to renew the
management agreement by providing us with 180-dagitfen notice, in which case we would not be iieggito pay a termination fee.

Our Manager is entitled to receive frosnaubase management fee, an incentive managernedvdded on certain performance
criteria, reimbursement of certain expenses, aedraination fee if we decide to terminate the mamagnt agreement without cause d
if our Manager terminates the management agreeupamt a material breach by us. We believe that &se Imanagement fee,
incentive management fee, and termination feedhaManager is entitled to receive are comparabtbe fees received by managers
of comparable externally managed REITs.

The following table summarizes the feed expense reimbursements and other amounts thatl\wey to our Manager:

Type Description Payment

Base management fee: 1.75% per annum, calculated quarterly, of our dtotders’ equity. For Quarterly in cash.
purposes of calculating the base management feestackholdersequity
means the sum of the net proceeds from any isssafiar equity
securities since inception (allocated on a pro daiy basis for such
issuances during the fiscal quarter of any suakeisse), plus our retained
earnings at the end of such quarter (without takitg account any non-
cash equity compensation expense incurred in cuorgprior periods),
less any amount that we pay for repurchases of@mmon stock, and
less any unrealized gains, losses or other iteatgdihnot affect realized
net income (regardless of whether such items ataded in other
comprehensive income or loss, or in net incomels @mount will be
adjusted to exclude one-time events pursuant toggsin accounting
principles generally accepted in the United Staite §SAAP, and certain
non-cash charges after discussions between ourdéarad our
independent directors and approved by a majoriguofindependent
directors. The base management fee will be redumédot below zero,
by our proportionate share of any CDO base managei@es FIDAC
receives in connection with the CDOs in which weeist, based on the
percentage of equity we hold in such CD

Incentive manageme Quarterly fee equal to 20% of the dollar amountuinich Core Earnings Quatrterly in cast
fee: on a rolling four-quarter basis and before the mtiee management fee,  subject to certain
exceeds the product of (1) the weighted averagleeoissue price per limitations.

share of all of our public offerings multiplied bye weighted average
number of shares of common stock outstanding ih suerter and (2)
0.50% plus one-fourth of the average of the onetmbBOR rate for
such quarter and the previous three quarters.Heainttial four quarters
following this offering, Core Earnings and the LIBQate will be
calculated on the basis of each of the previo




completed quarters on an annualized basis. Cor@riggranc
LIBOR rate for the initial quarter will each be calated from
the settlement date of this offering on an annedlizasis. Core
Earnings is a non-GAAP measure and is defined a&R>iet
income (loss) excluding non-cash equity compensaipense,
excluding any unrealized gains, losses or othergtthat do not
affect realized net income (regardless of whetbhehstems are
included in other comprehensive income or los#n oet
income). The amount will be adjusted to exclude-time event
pursuant to changes in GAAP and certain non-casalgels after
discussions between our Manager and our indepewditetors
and approved by a majority of our independent dirsc The
incentive management fee will be reduced, but etitvl zero,
by our proportionate share of any CDO incentive ag@ment
fees FIDAC receives in connection with the CDOwvhiich we
invest, based on the percentage of equity we moédich CDOs

Expense reimbursemel Reimbursement of expenses related to Chimera ieduny out Quarterly in cast
Manager, including legal, accounting, due diligeand other
services, but excluding the salaries and other emsgtion of
our Manage's employees

Termination fee: Termination fee equal to three times the sum ofH{@)average Upon termination of the
annual base management fee and (b) the averagelannu management agreement
incentive compensation earned by our Manager duhiagrior by us without cause or by
24-month period prior to such termination, calcedbas of the our Manager if we
end of the most recently completed fiscal quarter. materially breach the

management agreeme

Historical Performance

Annaly has a ten-year history of invegtion a leveraged basis, in Agency RMBS and ateBaper 30, 2007 owned and
managed a portfolio of approximately $44.9 billidio. date, substantially all of Annaly’s portfolioresists of Agency RMBS.
Similarly, our Manager, a wholly-owned subsidiafyAmnaly substantially all of whose personnel demamployees of Annaly, has a
13-year history of managing Agency RMBS on a legethbasis. At September 30, 2007, our Manager lweaadviser or sub-adviser
for funds with approximately $2.5 billion in netsa$s and $13.9 billion in gross assets.

The tables under “Certain Relationshipd Related Transactions — Historical Performannehis prospectus set forth certain
historical investment performance about Annaly #raeight investment funds advised by our Manafjenaly, as well as the
investment funds advised by our Manager, have invesst strategies and objectives which are diffetiean ours.

Additionally, this information is a refiton of the past performance of Annaly or the faiadvised by our Manager, and is not &
guarantee or prediction of the returns that we,ayor the funds advised by our Manager
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may achieve in the future. This is especially fiareus because we intend to invest in a much broagtay of mortgage and real estate
assets than Annaly or our Manager’s other investriemds, and we expect that those assets, whidmatilbe Agency RMBS, will
constitute the majority of our investment portfolio particular, neither Annaly nor our Manager paschased residential mortgage
loans, nor have they structured mortgage loan geations. In addition, our Manager has only liedtexperience investing in non-
Agency RMBS, CMBS and other asset-backed securitiégsh we may pursue as part of our investmenteggsa Accordingly, neither
Annaly’s historical returns, nor those of the invesnt funds advised by our Manager, will be indieabf the performance of our
investment strategy and we can offer no assurdrateur Manager will replicate the historical pemfiance of our Manager’s
investment professionals in their previous endesavOur investment returns could be substantiallyelothan the returns achieved by
our Manager’s investment professionals in theivjmes endeavors.

Our Manager is the adviser or sub-aduiseight investment funds. In each of these inmest funds, our Manager follows the
Annaly investment strategy of investing predomihate AAA-rated Agency MBS. Certain of these invesint funds are operated like
closed-end funds, and are not required to redeameshOther investment funds provide for daily, thiynor quarterly redemptions.
Most of these investment funds declare cash diddem a daily, monthly or quarterly basis. For samvestment funds, however, all
income is rolled-up in the fund and not paid toastors until they redeem their shares. For moiimétion please see “Certain
Relationships and Related Transactions — HistoResformance.”

Conflicts of Interest

We are dependent on our Manager for ayrtd-day management and do not have any indepenffexers or employees. Our
officers, and our non-independent directors, atsgesas employees of our Manager. Our managemesg@gnt with our Manager
was negotiated between related parties and itssténtiuding fees payable, may not be as favortbies as if it had been negotiated 3
arm'’s length with an unaffiliated third party. Iddition, the ability of our Manager and its offiseand employees to engage in other
business activities may reduce the time our Managdrits officers and employees spend managing us.

Our Manager has discretionary investnagiihority over a number of different funds and aeds. Although currently none of
these funds or accounts have investment objedtingsnaterially overlap with ours, it is possittetine future that our Manager may
manage funds and accounts that may compete wiitr isvestment opportunities. Also, to the exteat Manager manages
investment vehicles (other than CDOs) that meeiraugstment objectives, our Manager will have aseittive to invest our funds in
such investment vehicles because of the possiloiigenerating an additional, incremental managerigen Our Manager may also
invest in CDOs managed by it that could resultdnfticts with us, particularly if we invest in a pimn of the equity securities and
there is a deterioration of value of such CDO befdosing we could suffer an immediate loss equéhé decrease in the market valu
of the underlying investment. In addition, to theemt we seek to invest in Agency RMBS, we may cetagor investment
opportunities with Annaly. Our Manager has an ifwesnt allocation policy in place so that we mayrsteguitably with other client
accounts of our Manager and Annaly in all investhogportunities, particularly those involving arseswith limited supply, that may
be suitable for our account and

—
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such other accounts. Our Manager’s policy alsaithes other controls designed to monitor and preaeyiparticular account or
Annaly from receiving favorable treatment over atiyer fund or account. This investment policy mayamended by our Manager at
any time without our consent. To the extent FIDA@analy’s, or our business evolves in such a veagite rise to conflicts not
currently addressed by our Manager’s investmentation policy, our Manager may need to refingp@hcy to handle any such
situations. To avoid any actual or perceived cotslof interest with our Manager, an investmerarig security structured or managed
by our Manager will be approved by a majority of mdependent directors.

It is difficult and costly to terminatieet management agreement without cause. We mayemtynate the management
agreement without cause after the initial termdnrection with the annual review of our Managegsfgrmance and the managemen
fees and only with the approval of two-thirds of cuwdependent directors or a majority of our staillers (other than those shares
held by Annaly or its affiliates), and upon the pent of a substantial termination fee. These carditmay adversely affect our
ability to terminate our Manager without cause. Farre information please see “Business — Conft€tsiterest” and “Our Manager
and the Management Agreement — Management Agreément

We have agreed to pay our Manager atasmgement fee that is not tied to our performamckincentive compensation that is
based entirely on our performance. This compensatimngement may cause our Manager to make lsglinrestments. Investments|
with higher yield potential are generally riskiermore speculative. The base management fee comporag not sufficiently
incentivize our Manager to generate attractive-adjusted returns for us. The incentive compensat@mponent may cause our
Manager to place undue emphasis on the maximizafioet income at the expense of other criteriahsas preservation of capital, to
achieve higher incentive compensation. This coesdilt in increased risk to the value of our investtrportfolio.

Operating and Regulatory Structure
REIT Qualification

In connection with this offering, we intkto elect to be treated as a REIT under Sec866shrough 859 of the Internal
Revenue Code commencing with our taxable year gnatinDecember 31, 2007. Our qualification as a Ridpends upon our ability
to meet on a continuing basis, through actual itnveat and operating results, various complex reguénts under the Internal
Revenue Code relating to, among other things, dbieces of our gross income, the composition andegbf our assets, our
distribution levels and the diversity of ownersbipour shares. We believe that we will be organizeconformity with the
requirements for qualification and taxation as dTRihder the Internal Revenue Code, and that dengled manner of operation will
enable us to meet the requirements for qualificatiod taxation as a REIT.

As a REIT, we generally will not be sultjeo federal income tax on our REIT taxable incomgedistribute currently to our
stockholders. If we fail to qualify as a REIT inyataxable year and do not qualify for certain statyirelief provisions, we will be
subject to federal income tax at regular corporates and may be precluded from qualifying as alR&il the subsequent four taxable
years following the year during which we lost olEIR qualification. Even if we qualify for taxatices a REIT, we may be subject to
some federal, state and local taxes on our incanpeoperty.

1940 Act Exemption

We intend to operate our business so ag excluded from regulation under the 1940 Ast@ministered by the Securities and
Exchange Commission and its Division of Investnidahagement. We will operate our business so thareexempt from
registration under the 1940 Act. We will rely or teixemption provided by Section 3(c)(5)(C) of thl@\ct, a provision designed for
companies that do not issue redeemable securitgear@ primarily engaged in the business of puinlyas otherwise acquiring
mortgages and other liens on and interests inestate.

To qualify for the exemption, we makeéstments so that at least 55% of the assets wecomsist of qualifying mortgages and
other liens on and interests in real estate, waiehcollectively referred to as “qualifying reatage assets,” and so that at least 80% o
the assets we own consist of real estate—relassdsa@ncluding our qualifying real estate ass&&).do not intend to issue redeemabl
securities.

D
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Based on no—action letters issued bysthéf of the Securities and Exchange Commissiomhassify our investment in
residential mortgage loans as qualifying real esiasets, as long as the loans are “fully securg@h interest in real estate. That is, if
the loan—to—value ratio of the loan is equal ttees than 100%, then we consider the mortgagedapralifying real estate asset. We
do not consider loans with loan—to—value ratiosxness of 100% to be qualifying real estate asethe 55% test, but only real
estate—related assets for the 80% test.

We also consider RMBS such as agencyevpobl certificates to be qualifying real estateets An agency whole pool
certificate is a certificate issued or guaranteg&énnie Mae, Freddie Mac or Ginnie Mae that regmessthe entire beneficial interest
in the underlying pool of mortgage loans. By costiran agency certificate that represents lessttieagntire beneficial interest in the
underlying mortgage loans is not considered to geadifying real estate asset for purposes of 8% Fest, but constitutes a real
estate—related asset for purposes of the 80% test.

We will treat our ownership interest iogts of whole loan RMBS, in cases in which we apgjthe entire beneficial interest in a
particular pool, as qualifying real estate assated on no—action positions of the Staff of theuiges and Exchange Commission.
We generally do not expect our investments in CMIB8 other RMBS investments to constitute qualifyiegl estate assets for the
55% test, unless such treatment is consistentguiittance of the Staff of the Securities and Exckadgmmission. Instead, these
investments generally will be classified as retdtes-related assets for purposes of the 80% testid\hot expect that our investment
in CDOs or other ABS will constitute qualifying tesstate assets. We may, however, treat our eguéyests in a CDO issuer that we
determine is a “majority owned subsidiary” and tisaexcluded from 1940 Act regulation under Sec8¢r)(5)(C) of the 1940 Act as
qualifying real estate assets, real estate rekdsets, and miscellaneous assets in the same fwopas the assets in such CDO are
qualifying real estate assets, real estate rekedts and miscellaneous assets. We may in the fatwever, modify our treatment of
such CDO equity to conform to guidelines providgdhe Staff of the Securities and Exchange Commisssee “Business —
Operating and Regulatory Structure — 1940 Act ftother information concerning our reliance on 8extion 3(c)(5)(C) exclusion
from 1940 Act regulation.

Restrictions on Ownership of Our Common Stock

To assist us in complying with the lintites on the concentration of ownership of REITreRamposed by the Internal Revenu
Code, our charter generally prohibits any stockéofdcom beneficially or constructively owning, apiplg certain attribution rules
under the Internal Revenue Code, more than 9.8%lire or in number of shares, whichever is morg&iotise, of any class or series
of our capital stock. Our board of directors mawit$ sole discretion, waive the 9.8% ownershigtlinith respect to a particular
stockholder if it is presented with evidence satitbry to it that such ownership will not then withe future jeopardize our
qualification as a REIT. Our charter also prohikity person from, among other things:

. beneficially or constructively owning shares of capital stock that would result in our be“closely hel” under
Section 856(h) of the Internal Revenue Code orratise cause us to fail to qualify as a REIT; i

. transferring shares of our capital stock if suemsfer would result in our capital stock being obg fewer than 100
persons

Our charter provides that any ownershipwported transfer of our capital stock in viaatof the foregoing restrictions will
result in the shares owned or transferred in simlation being automatically transferred to a ctadoie trust for the benefit of a
charitable beneficiary, and the purported owndramsferee acquiring no rights in such sharestiémsfer to a charitable trust would
be ineffective for any reason to prevent a violatd the restriction, the transfer that would haesulted in such violation will be void
ab initio .
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THE OFFERING

Common stock offered by 1 33,333,334 shares (plus up to an additional 5,@@shares of oL
common stock that we may issue and sell upon teecese of the
underwriter’ overallotment option)

Common stock to be outstandi 36,954,915 shares, based upon 1,000 shares of costoak

after this offering outstanding as of November 2, 2007. Does not irclyglto an
additional 5,000,000 shares of our common stockwigamay issue
and sell upon the exercise of the underwritersrall@ment option.
Does not include shares of our restricted commaocksapproved as
grants pursuant to our equity incentive plan whidghbe an
aggregate of 1,301,000 shares of our common skockides shares
to be sold to Annaly concurrently with this offegir

Use of proceed We intend to invest the net proceeds of this dffgprimarily in
prime and Alt-A mortgage loans, non-Agency RMBSgAgy
RMBS and ABS, CDOs, CMBS and other consumer or non-
consumer ABS. Initially, we expect to focus ouréstment activitie
on purchasing residential mortgage loans that baea originated
by select high-quality originators, including thetail lending
operations of leading commercial banks, and Agency RMBS. A
the diligence and acquisition lead times for resi@ mortgage
loans are longer than for non-Agency RMBS purchasesexpect
our investment portfolio at the outset to be wesghtoward non-
Agency RMBS, subject to maintaining our REIT quadfion and
our 1940 Act exemption, but we expect our investnpentfolio to
become weighted toward residential mortgage lo&es the next
three to six months. Until appropriate investmexats be identified,
our Manager may invest these funds in interestibgahort-term
investments, including money market accounts, dnatconsistent
with our intention to qualify as a REIT. These istraents are
expected to provide a lower net return than we ho@ehieve from
investments in our intended use of proceeds ofaffésing. See
“Use of Proceed”

Our Distribution Policy Federal income tax law requires that a REIT distétannually a
least 90% of its REIT taxable income, determinetheuit regard to
the deduction for dividends paid and excludingasgtital gain. For
more information, please see “Certain Federal Ireediax
Consideration”

In connection with the REIT requirements, we intémehake regul:
quarterly distributions of all or substantially aflour REIT taxable
income to holders of our common stock out of adegfally
available therefor. Any future distributions we reakill be at the
discretion of our board of directors and will degermpon, among
other things, our actual results of operations.séesults and our
ability to pay distributions will be affected byni@us factors
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including the net interest and other income frompartfolio, our
operating expenses and any other expendituresnb
information, please se*Distribution Policy”

We cannot assure you that we will make any distidims to ou
stockholders
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Ownership and transfer restrictions To assist us in complying with limitations on thencentration of
ownership of a REIT imposed by the Internal Reve@ade, our
charter generally prohibits, among other prohibisicany
stockholder from beneficially or constructively owg more than
9.8% in value or in number of shares, whichevendse restrictive
of any class or series of the outstanding sharesiiofapital stock.
See “Description of Capital Stock—Restrictions omr@rship and
Transfer”

Risk factors Investing in our common stock involves a high degvérisk. You
should carefully read and consider the informasietforth under
“Risk Factors” and all other information in thisogpectus before
investing in our common stoc

Unless otherwise indicated, that numbeshares of common stock does not include the 500@0shares of our common stock
that may be issued if the underwriters’ overallatingption is exercised in full.

Our Corporate Information

Our principal executive offices are lazhat 1211 Avenue of Americas, Suite 2902, New Yhbidw York 10036. Our telephone
number is 1-866-315-9930. Our website is http://wehimerareit.com The contents of our website are not a part &f pnospectus.
We have included our website address only as atiwstextual reference and do not intend it t@aheactive link to our website.
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RISK FACTORS

Investing in our common stock involvédgh degree of risk. You should carefully consither following risk factors and all other
information contained in this prospectus beforeghasing our common stock. The risks and uncertsrdiescribed below are not the only ¢
facing us. Additional risks and uncertainties tha are unaware of, or that we currently deem immigtealso may become important factc
that affect us.

If any of the following risks occur, dusiness, financial condition or results of opesas could be materially and adversely affected. In
that case, the trading price of our common stoakddecline, and you may lose some or all of youestment.

Risks Associated With Our Management and Relationsh With Our Manager
We are dependent on our Manager and its key persomhfor our success.

We have no separate facilities and ameptetely reliant on our Manager. Initially we wilave no employees other than our officers. Our
officers are also employees of our Manager, whosigsficant discretion as to the implementatioroof investment and operating policies
strategies. Accordingly, we will depend on thegttice, skill and network of business contacts efsgnior management of our Manager. The
senior management of our Manager will evaluateotiatg, structure, close and monitor our investsiaiierefore, our success will depend on
their continued service. The departure of any efg¢bnior managers of our Manager could have a ialdelverse effect on our performance. In
addition, we can offer no assurance that our Managkremain our investment manager or that wd adntinue to have access to our
Manager’s principals and professionals. Our managemgreement with our Manager only extends urgtéinber 31, 2010. If the
management agreement is terminated and no surglllEecement is found to manage us, we may not leet@alexecute our business plan.
Moreover, our Manager is not obligated to dedicateain of its employees exclusively to us not @bligated to dedicate any specific portion
of its time to our business, and none of our Mariaganployees are contractually dedicated to ugundr management agreement with our
Manager. The only employees of our Manager who lvélprimarily dedicated to our operations are Giaris]. Woschenko, our Head of
Investments, and William B. Dyer, our Head of Urvdeting.

There are conflicts of interest in our relationshipwith our Manager and Annaly, which could result indecisions that are not in the best
interests of our stockholders.

We are subject to potential conflictsraérest arising out of our relationship with Anypahd our Manager. An Annaly executive officer
is our Manager’s sole director; two of Annaly’s doyees are our directors; and several of Annalyipleyees are officers of our Manager and
us. Specifically, each of our officers also seragsan employee of our Manager or Annaly. As a tesut Manager and our executives may
have conflicts between their duties to us and tthefies to, and interests in, Annaly or our Managéere may also be conflicts in allocating
investments which are suitable both for us and Anaa well as other FIDAC managed funds. Annaly roaypete with us with respect to
certain investments which we may want to acquine, @ a result we may either not be presentedthétiopportunity or have to compete with
Annaly to acquire these investments. Our Managdroam executive officers may choose to allocat®fable investments to Annaly instead of
to us. The ability of our Manager and its officarsl employees to engage in other business acsiviteey reduce the time our Manager spends
managing us. Further, during turbulent conditionthe mortgage industry, distress in the creditket@ror other times when we will need
focused support and assistance from our Manadeer ehtities for which our Manager also acts amaestment manager will likewise require
greater focus and attention, placing our Managessurces in high demand. In such situations, wemoareceive the necessary support and
assistance we require or would otherwise receiweifvere internally managed or if our Manager didact as a manager for other entities.
There is no assurance that the allocation poliay &dldresses some of the conflicts relating tarouestments, which is described under
“Business—Conflicts of Interest,” will be adequédeaddress all of the conflicts that may arise.

We will pay our Manager substantial maragnt fees regardless of the performance of oufgtior Our Manager’s entitlement to
substantial nonperformance-based compensation medhte its incentive to devote its time and efforseeking investments that provide
attractive risk-adjusted returns for our portfolldnis in turn could hurt both our ability to makistdibutions to our stockholders and the market
price of our common stock.

Following this offering, we expect Anndtyown 9.8% of our common stock, excluding shardd pursuant to the underwriteeXercise
of their overallotment option and shares of outrieted common stock
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approved to be granted to our executive officetse@mnployees of our Manager and to our independesttdrs, which entitles them to receive
quarterly distributions based on financial perfonee In evaluating investments and other managestiiegies, this may lead our Manage
place emphasis on the maximization of revenuesea¢xpense of other criteria, such as preservaficapital. Investments with higher yield
potential are generally riskier or more speculatiMais could result in increased risk to the vadfieur invested portfolio. Annaly may sell
shares in us at any time following the lock-up periThe lock-up period for Annaly expires on thdierof (i) the date which is three years
after the date of this prospectus or (ii) the texation of the management agreement. To the extenal sells some of its shares, its interests
may be less aligned with our interests.

Our incentive fee may induce our Manager to make c&in investments, including speculative investmerst

In addition to its management fee, ounitger is entitled to receive incentive compensat@sed, in part, upon our achievement of
targeted levels of net income. In evaluating inwesits and other management strategies, the opigrtarearn incentive compensation based
on net income may lead our Manager to place undyghasis on the maximization of net income at theease of other criteria, such as
preservation of capital, to achieve higher incentiempensation. Investments with higher yield piaéare generally riskier or more
speculative. This could result in increased riskh®value of our invested portfolio.

The management agreement with our Manager was notegotiated on an arm’s-length basis and may not besdavorable to us as if it
had been negotiated with an unaffiliated third pary and may be costly and difficult to terminate.

Our president, chief financial officeedd of underwriting, treasurer, controller, secgetand head of investments will also serve as
employees of our Manager. In addition, certainwfdirectors are employees of our Manager. Our mament agreement with our Manager
was negotiated between related parties, and itsstancluding fees payable, may not be as favorables as if it had been negotiated with an
unaffiliated third party.

Termination of the management agreeméhteur Manager without cause is difficult and ¢psOur independent directors will review
our Manager’s performance and the management feegHy, and following the initial term, the managent agreement may be terminated
annually by us without cause upon the affirmatigéevof at least two-thirds of our independent dwes; or by a vote of the holders of at least a
majority of the outstanding shares of our commaitls{other than those shares held by Annaly aafftBates), based upon: (i) our Manager’s
unsatisfactory performance that is materially de¢mtal to us, or (ii) a determination that the nggmaent fees payable to our Manager are not
fair, subject to our Managesrright to prevent termination based on unfair teesccepting a reduction of management fees agoclegl at leas
two-thirds of our independent directors. Our Mamagidl be provided 180-days’ prior notice of anycsutermination. Additionally, upon such
termination, the management agreement providesbatill pay our Manager a termination fee equahtee times the sum of (a) the average
annual base management fee and (b) the averagelamcentive compensation earned by our Managengdtine prior 24-month period before
such termination, calculated as of the end of thsetmecently completed fiscal quarter. These piorgsmay adversely affect our ability to
terminate our Manager without cause.

Our Manager is only contractually comedtto serve us until December 31, 2010. Theredftenmnanagement agreement is renewable
on an annual basis; provided, however, that ourdgdanmay terminate the management agreement apmipalh 180-days’ prior notice. If the
management agreement is terminated and no surglllEecement is found to manage us, we may not leet@alexecute our business plan.

Our board of directors will approve very broad investment guidelines for our Manager and will not appove each investment decision
made by our Manager.

Our Manager will be authorized to folleery broad investment guidelines. Our board ofaoes will periodically review our
investment guidelines and our investment portfddiat, will not, and will not be required to, reviel of our proposed investments or any type
or category of investment, except that an investrimea security structured or managed by our Managest be approved by a majority of our
independent directors. In addition, in conductiegi@dic reviews, our board of directors may relyrarily on information provided to them by
our Manager. Furthermore, our Manager may use agitategies, and transactions entered into byvamager may be difficult or
impossible to unwind by the time they are reviewgdur board of directors. Our Manager will havegrlatitude within the broad investment
guidelines in determining the types of assets i decide are proper investments for us, which coesdilt in investment returns that are
substantially below expectations or that resulbgses, which would materially and adversely aftestbusiness operations and results. Fui
decisions made and investments entered into bijvlamager may not be in your best interests.

15




We may change our investment strategy and asset@diation without stockholder consent, which may redtin riskier investments.

We may change our investment strateg@seet allocation at any time without the consemiupfstockholders, which could result in our
making investments that are different from, andsgig riskier than, the investments described ia fitospectus. A change in our investment
strategy may increase our exposure to interestradalefault risk and real estate market fluctuati¢-urthermore, a change in our asset
allocation could result in our making investmemtasset categories different from those describelis prospectus. These changes could
adversely affect the market price of our commouwlstind our ability to make distributions to you.

Our Manager has an incentive to invest our funds innvestment vehicles managed by our Manager becauséthe possibility of
generating an additional incremental management feavhich may reduce other investment opportunities aailable to us.

While investments in investment vehiatesnaged by our Manager require approval by a ntgjofiour independent directors, our
Manager has an incentive to invest our funds iestwment vehicles managed by our Manager becauke pbssibility of generating an
additional incremental management fee, which mdyce other investment opportunities available tdrugddition, we cannot assure you that
investments in investment vehicles managed by camader will prove beneficial to us.

We may invest in CDOs managed by our Manager, inclling the purchase or sale of all or a portion of te equity of such CDOs, which
may result in an immediate loss in book value andrpsent a conflict of interest between us and our Meager.

We may invest in securities of CDOs maatblgy our Manager. If all of the securities of a@Banaged by our Manager were not fully
placed as a result of our not investing, our Manageld experience losses due to changes in the\adlthe underlying investments
accumulated in anticipation of the launch of suolestment vehicle. The accumulated investmentdb@ transaction are generally sold at
the price at which they were purchased and nopteeailing market price at closing. Accordingly,ttee extent we invest in a portion of the
equity securities for which there has been a datation of value since the securities were purathase would experience an immediate loss
equal to the decrease in the market value of tdenlying investment. As a result, the interestewf Manager in our investing in such a CDO
may conflict with our interests and that of ourctioolders.

Our investment focus is different from those of otkr entities that are or have been managed by our Meager.

Our investment focus is different fronogle of other entities that are or have been managedr Manager. In particular, entities
managed by our Manager have not purchased wholiyay® loans or structured whole loan securitizatidm addition, our Manager has
limited experience in managing CDOs and investin@DOs, non-Agency RMBS, CMBS and other asset lhskeurities which we may
pursue as part of our investment strategy. Accaiglirour Manager’s historical returns will not blicative of its performance for our
investment strategy and we can offer no assurdrateur Manager will replicate the historical penfiance of the Manager’s investment
professionals in their previous endeavors. Oursiment returns could be substantially lower tharéturns achieved by our Manager’'s
investment professionals’ previous endeavors.

We compete with investment vehicles of our Managdor access to our Manager’s resources and investmeopportunities.

Our Manager provides investment and fongradvice to a number of investment vehicles smrde of our Manager’s personnel are also
employees of Annaly and in that capacity are ingdlin Annaly’s investment process. Accordingly, wi# compete with our Manager’s other
investment vehicles and with Annaly for our Managieesources. In the future, our Manager may spoasd manage other investment
vehicles with an investment focus that overlapfiwitrs, which could result in us competing for asc® the benefits that we expect our
relationship with our Manager to provide to us.

Risks Related To Our Business

We have no operating history and may not operate seessfully or generate sufficient revenue to make sustain distributions to our
stockholders.

We were organized in June 2007 and haveperating history. We have no assets and willmence operations only upon completion
of this offering. We cannot assure you that we tdlable to operate our business

16



successfully or implement our operating policied atrategies described in this prospectus. Thdtsesuour operations depend on many
factors, including the availability of opportungiéor the acquisition of assets, the level andtiliiiaof interest rates, readily accessible short
and long-term financing, conditions in the finaherearkets and economic conditions.

We operate in a highly competitive market for inveiment opportunities and more established competita may be able to compete mor
effectively for investment opportunities than we ca.

A number of entities will compete with tasmake the types of investments that we plandakenWe will compete with other REITS,
public and private funds, commercial and investniemks and commercial finance companies. Many pEompetitors are substantially lar
and have considerably greater financial, techréodl marketing resources than we do. Several othéFrf=have recently raised, or are expe:
to raise, significant amounts of capital, and mayehinvestment objectives that overlap with oulsiclv may create competition for investment
opportunities. Some competitors may have a lowst eébfunds and access to funding sources that@travailable to us. In addition, some of
our competitors may have higher risk tolerancedifferent risk assessments, which could allow theroonsider a wider variety of investme
and establish more relationships than us. We caasmire you that the competitive pressures wewi#taot have a material adverse effect on
our business, financial condition and results adfrafions. Also, as a result of this competition,magy not be able to take advantage of
attractive investment opportunities from time toei and we can offer no assurance that we willlbe t@ identify and make investments that
are consistent with our investment objectives.

Loss of our 1940 Act exemption would adversely afte us and negatively affect the market price of shas of our common stock and our
ability to distribute dividends and could result in the termination of the management agreement withwr Manager.

We intend to operate our company sowmeawill not be required to register as an investnoempany under the 1940 Act because wi
“primarily engaged in the business of purchasingtberwise acquiring mortgages and other liensrmhiaterests in real estate.” Specifically,
we intend to invest at least 55% of our assetsadrtgage loans, RMBS that represent the entire cstnigin a pool of mortgage loans and ot
qualifying interests in real estate and approxityade additional 25% of our assets in other typemortgages, RMBS, securities of REITs and
other real estate-related assets. As a result,ilvberimited in our ability to make certain invesents.

If we fail to qualify for this exemptidn the future, we could be required to restructureactivities in a manner that, or at a time when,
we would not otherwise choose to do so, which coelgatively affect the value of shares of our commick, the sustainability of our
business model, and our ability to make distrilngid-or example, if the market value of our invesita in securities were to increase by an
amount that resulted in less than 55% of our ass@igy invested in mortgage loans or RMBS thatesgnt the entire ownership in a pool of
mortgage loans or less than 80% of our assets li@hegted in real estate-related assets, we migle to sell securities to qualify for
exemption under the 1940 Act. The sale could odauing adverse market conditions, and we couldbeefl to accept a price below that
which we believe is acceptable. In addition, theae be no assurance that the laws and regulatmresjng REITSs, including the Division of
Investment Management of the SEC providing moreifipeor different guidance regarding the treatmefassets as qualifying real estate
assets or real estate-related assets, will notgehina manner that adversely affects our opersition

A loss of our 1940 Act exemption woultbal our Manager to terminate the management agreewith us, which would materially
adversely affect our business and operations.

Rapid changes in the values of our residential mogage loans, RMBS, and other real estate-related irgtments may make it more
difficult for us to maintain our qualification as a REIT or our exemption from the 1940 Act.

If the market value or income potentifibar residential mortgage loans, RMBS, and otkat estate-related investments declines as a
result of increased interest rates, prepaymens atether factors, we may need to increase oliestate investments and income or liquidate
our non-qualifying assets to maintain our REIT dfication or our exemption from the 1940 Act. ltldecline in real estate asset values or
income occurs quickly, this may be especially difft to accomplish. This difficulty may be exaceadzhby the illiquid nature of many of our
non-real estate assets. We may have to make ingestiecisions that we otherwise would not makerttibe REIT and 1940 Act
considerations.
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We expect to leverage our investments, which may aersely affect our return on our investments and mgreduce cash available fo
distribution to our stockholders.

We expect to leverage our investmentsutin borrowings, generally through the use of rejpase agreements, warehouse facilities,
credit facilities, securitizations, commercial papad collateralized debt obligations, or CDOs.

We are not required to maintain any dpedebt-to-equity ratio. The amount of leveragd wéry depending on our ability to obtain
credit facilities, the lenders’ and rating agencéssimates of the stability of the investmentssicdlow, and our assessment of the appropriate
amount of leverage for the particular assets wdwarging. We may be required to maintain minimurerage cash balances in connection with
borrowings under a credit facility. Our return amr investments and cash available for distributmour stockholders may be reduced to the
extent that changes in market conditions preveffitaus leveraging our investments or increase tret obour financing relative to the income
that can be derived from the assets acquired. €oirgbrvice payments will reduce cash flow avaddbt distributions to stockholders, which
could adversely affect the price of our commonlstd¢e may not be able to meet our debt servicggabtibns, and, to the extent that we car
we risk the loss of some or all of our assets tedlmsure or sale to satisfy the obligations. Wk lewerage certain of our assets through
repurchase agreements. A decrease in the vallesd issets may lead to margin calls which wehailke to satisfy. We may not have the
funds available to satisfy any such margin calld we may be forced to sell assets at significatigressed prices due to market conditions or
otherwise. The satisfaction of such margin cally megluce cash flow available for distribution ta stockholders. Any reduction in
distributions to our stockholders may cause thaevaf our common stock to decline, in some casesjgitously.

Failure to procure adequate capital and funding orfavorable terms, or at all, would adversely affecobur results and may, in turn,
negatively affect the market price of shares of oucommon stock and our ability to distribute dividerds to our stockholders.

We depend upon the availability of adegdanding and capital for our operations. We idtémfinance our assets over the long-term
through a variety of means, including repurchaseagents, credit facilities, securitizations, cormeiad paper and collateralized debt
obligations. Our access to capital depends upamreber of factors over which we have little or nazol, including:

. general market condition

. the marke’'s perception of our growth potenti

. our current and potential future earnings and cistnibutions;
. the market price of the shares of our capital stack

. the marke’'s view of the quality of our asse

The current situation in the sub-primertgage sector, and the current weakness in thelbraaortgage market, could adversely affect
one or more of our potential lenders and could eaure or more of our potential lenders to be uivglbr unable to provide us with financing.

In general, this could potentially incseaur financing costs and reduce our liquidity.

We expect to use a number of sourcemémte our investments, including repurchase ageatsnwarehouse facilities, securitizations,
asset-backed commercial paper and term CDOs. QGumarket conditions have affected the cost andabitity of financing from each of
these sources—and their individual providers—téedént degrees; some sources generally are unblaiome are available but at a high
cost, and some are largely unaffected. For exariiptee repurchase agreement market, borrowers hese affected differently depending on
the type of security they are financing. Non-AgeRiYBS have been harder to finance, depending otyfgieeof assets collateralizing the
RMBS. The amount, term and margin requirementsciatsal with these types of financings have beeraotgd.

Currently, warehouse facilities to finanghole loan prime residential mortgages are gdperaailable from major banks, but at
significantly higher cost and greater margin reguients than previously offered. Many major banke wfifier warehouse facilities have also
reduced the amount of capital available to newae$rand consequently the size of those facilitfeesed now are smaller than those
previously available.
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It is currently a challenging market éonh finance whole loans through securitization@nds issued by a CDO structure. The highly
rated senior bonds in these securitizations and G@tures currently have liquidity, but at mucldev spreads than issues priced earlier this
year. The junior subordinate tranches of theseststras currently have few buyers and current masketlitions have forced issuers to ref
these lower rated bonds rather than sell them.

Certain issuers of asset-backed commigrazer (or ABCP) have been unable to place (dy ttodir securities, which has resulted, in
some instances, in forced sales of mortgage-basdeurities, or MBS, and other securities whichfhaher negatively impacted the market
value of these assets. These market conditionuideand likely to change over time.

As a result, the execution of our investinstrategy may be dictated by the cost and aikiaof financing from these different sources.

If one or more major market participag®s out of business, it could adversely affecttlaeketability of all fixed income securities and
this could negatively impact the value of the si@s we acquire, thus reducing our net book value.

Furthermore, if many of our potentialdens are unwilling or unable to provide us withaficing, we could be forced to sell our secur
or residential mortgage loans at an inopportune tivhen prices are depressed.

We cannot assure you that these marki#iteewain an efficient source of long-term finangifor our assets. If our strategy is not viable,
we will have to find alternative forms of financifigr our assets which may not be available. Furthema REIT, we are required to distribute
annually at least 90% of our REIT taxable incometermined without regard to the deduction for dévids paid and excluding net capital gain,
to our stockholders and are therefore not abletmir significant amounts of our earnings for newestments. We cannot assure you that any,
or sufficient, funding or capital will be availalte us in the future on terms that are acceptablest If we cannot obtain sufficient funding on
acceptable terms, there may be a negative impattteomarket price of our common stock and our gt make distributions to our
stockholders. Moreover, our ability to grow will dependent on our ability to procure additionaldimg. To the extent we are not able to raise
additional funds through the issuance of additi@wplity or borrowings, our growth will be constraih

We will depend on warehouse and repurchase facilés, credit facilities and commercial paper to execte our business plan, and our
inability to access funding could have a material dverse effect on our results of operations, finanal condition and business.

Our ability to fund our investments deggito a large extent upon our ability to secureelvause, repurchase, credit, and commercial
paper financing on acceptable terms. Pending thgrisieation of a pool of mortgage loans, if anye will fund the acquisition of mortgage
loans through borrowings from warehouse, repurchease credit facilities and commercial paper. Wie peovide no assurance that we will be
successful in establishing sufficient warehousgurehase, and credit facilities and issuing comimkpaper. In addition, because warehouse,
repurchase, and credit facilities and commercipkpare short-term commitments of capital, the éesdnay respond to market conditions,
which may favor an alternative investment stratiegythem, making it more difficult for us to secuwrentinued financing. During certain
periods of the credit cycle, lenders may curtaithvillingness to provide financing. If we are radile to renew our then existing warehouse,
repurchase, and credit facilities and issue comialgraper or arrange for new financing on termseptable to us, or if we default on our
covenants or are otherwise unable to access furdix any of these facilities, we will have to cirtar asset acquisition activities.

It is possible that the lenders that witbvide us with financing could experience charigekeir ability to advance funds to us,
independent of our performance or the performaficaoinvestments, including our mortgage loansaddition, if the regulatory capital
requirements imposed on our lenders change, thgybeaequired to significantly increase the coghefwarehouse facilities that they provide
to us. Our lenders also may revise their eligipiléquirements for the types of residential mortgkogns they are willing to finance or the te
of such financings, based on, among other factoestegulatory environment and their managemepeaofeived risk, particularly with respect
to assignee liability. Financing of equity-baseddiag, for example, may become more difficult ie flature. Moreover, the amount of
financing we will receive under our warehouse alrchase facilities will be directly related te tienders’ valuation of the assets that secure
the outstanding borrowings. Typically warehouspurehase, and credit facilities grant the respedéwnder the absolute right to reevaluate the
market value of the assets that secure outstatdirrgwings at any time. If a lender determinedsrsole
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discretion that the value of the assets has demde#ashas the right to initiate a margin call. Amin call would require us to transfer additional
assets to such lender without any advance of ftmods the lender for such transfer or to repay diporof the outstanding borrowings. Any
such margin call could have a material adverseceéfie our results of operations, financial conditibusiness, liquidity and ability to make
distributions to our stockholders, and could cabgevalue of our common stock to decline. We majobeed to sell assets at significantly
depressed prices to meet such margin calls anditotain adequate liquidity, which could cause ustar losses. Moreover, to the extent we
are forced to sell assets at such time, given nhakeditions, we may be forced to sell assetsattme time as others facing similar pressures
to sell similar assets, which could greatly exaatgla difficult market environment and which corédult in our incurring significantly greater
losses on our sale of such assets. In an extrepeeofanarket duress, a market may not even bergrisecertain of our assets at any price.

The current dislocation in the satime mortgage sector, and the current weaknetbeibroader mortgage market, could adversely &
one or more of our potential lenders and could eaune or more of our potential lenders to be unmvglbr unable to provide us with financing.
This could potentially increase our financing casts reduce our liquidity. If one or more major R&rmparticipants fails, it could negatively
impact the marketability of all fixed income sedias, including Agency and non-Agency RMBS, restiddmmortgage loans and real estate
related securities, and this could negatively iniplae value of the securities we acquire, thus eedpour net book value. Furthermore, if mi
of our potential lenders are unwilling or unablgtovide us with financing, we could be forced ¢dl sur assets at an inopportune time when
prices are depressed.

We expect that our financing facilities will contan covenants that restrict our operations and may ihibit our ability to grow our
business and increase revenues.

We expect our financing facilities withrtain extensive restrictions, covenants, and sgmtations and warranties that, among other
things, will require us to satisfy specified fins&casset quality, loan eligibility and loan perfance tests. If we fail to meet or satisfy any of
these covenants or representations and warramgesiould be in default under these agreements anténders could elect to declare all
amounts outstanding under the agreements to bediatety due and payable, enforce their respectiterésts against collateral pledged under
such agreements and restrict our ability to makktiatal borrowings. We also expect our financiggeements will contain cross-default
provisions, so that if a default occurs under amg agreement, the lenders under our other agresroeuld also declare a default.

The covenants and restrictions we exjpeotir financing facilities may restrict our abjlito, among other things:

. incur or guarantee additional de

. make certain investments or acquisitic

. make distributions on or repurchase or redeem alagiitck;

. engage in mergers or consolidatio

. finance mortgage loans with certain attribu

. reduce liquidity below certain level

. grant liens, incur operating losses for more thapexified period
. enter into transactions with affiliates; a

. hold mortgage loans for longer than establishee periods

These restrictions may interfere with ability to obtain financing, including the finamg needed to qualify as a REIT, or to engage in
other business activities, which may significamtirm our business, financial condition, liquiditydaresults of operations. A default and
resulting repayment acceleration could significantiduce our liquidity, which could require us &l ®ur assets to repay amounts due and
outstanding. This could also significantly harm business, financial condition, results of operaticand our ability to make distributions,
which could cause the value of our common stoddetdine. A default will also significantly limit edinancing alternatives such that we will
be unable to pursue our leverage strategy, whiakdamurtail our investment returns.
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The repurchase agreements, warehouse facilities amdedit facilities and commercial paper that we wil use to finance our investment:
may require us to provide additional collateral andmay restrict us from leveraging our assets as fyllas desired.

We expect to use repurchase agreemeatshause facilities and credit facilities and conuia paper to finance our investments. If the
market value of the loans or securities pledgesbtd by us to a funding source decline in valuewasy be required by the lending institution
to provide additional collateral or pay down a portof the funds advanced, but we may not havdiuthds available to do so. Posting
additional collateral will reduce our liquidity atichit our ability to leverage our assets, whichultbadversely affect our business. In the event
we do not have sufficient liquidity to meet suchuigements, lending institutions can acceleratayegent of our indebtedness, increase our
borrowing rates, liquidate our collateral or terat@our ability to borrow. Such a situation woukely result in a rapid deterioration of our
financial condition and possibly necessitate adijlfor protection under the U.S. Bankruptcy Code.

Further, financial institutions may reguus to maintain a certain amount of cash thabvisnvested or to set aside non-levered assets
sufficient to maintain a specified liquidity positi which would allow us to satisfy our collateraligations. As a result, we may not be able to
leverage our assets as fully as we would choosiehwdould reduce our return on equity. If we arahie to meet these collateral obligations,
then, as described above, our financial conditmuict deteriorate rapidly.

If the counterparty to our repurchase transactionsdefaults on its obligation to resell the underlyingsecurity back to us at the end of the
transaction term, or if the value of the underlyingsecurity has declined as of the end of that termraf we default on our obligations
under the repurchase agreement, we will lose mon@n our repurchase transactions.

When we engage in a repurchase transgeti® generally sell securities to the transactiounterparty and receive cash from the
counterparty. The counterparty is obligated tolteése securities back to us at the end of the tefiine transaction, which is typically 30-90
days. Because the cash we receive from the coamtgnphen we initially sell the securities to trmuaterparty is less than the value of those
securities (this difference is referred to as taiedut), if the counterparty defaults on its obtiga to resell the securities back to us we would
incur a loss on the transaction equal to the amotiite haircut (assuming there was no changedwétue of the securities). We would also
lose money on a repurchase transaction if the \a@fitiee underlying securities has declined as efahd of the transaction term, as we would
have to repurchase the securities for their initédlie but would receive securities worth less tiiah amount. Any losses we incur on our
repurchase transactions could adversely affeceatnings, and thus our cash available for distidinuio our stockholders.

If we default on one of our obligationsder a repurchase transaction, the counterpartyecarinate the transaction and cease entering
into any other repurchase transactions with uthahcase, we would likely need to establish aasghent repurchase facility with another
repurchase dealer in order to continue to levecageortfolio and carry out our investment strateéffyere is no assurance we would be able to
establish a suitable replacement facility.

An increase in our borrowing costs relative to theénterest we receive on our assets may adversely edt our profitability, and thus our
cash available for distribution to our stockholders

As our repurchase agreements and otloet-sdrm borrowings mature, we will be requireceitto enter into new borrowings or to sell
certain of our investments. An increase in shamtaterest rates at the time that we seek to emtemew borrowings would reduce the spread
between our returns on our assets and the cosirdfayrowings. This would adversely affect our retuon our assets that are subject to
prepayment risk, including our mortgage-backed stes, which might reduce earnings and, in tuastcavailable for distribution to our
stockholders.

If we issue senior securities we will be exposed aalditional risks.

If we decide to issue senior securitiethie future, it is likely that they will be goverth by an indenture or other instrument containing
covenants restricting our operating flexibility. ditionally, any convertible or exchangeable se@sithat we issue in the future may have
rights, preferences and privileges more favoratéa those of our common stock and may result utidih to owners of our common stock. '
and, indirectly, our stockholders, will bear thestcof issuing and servicing such securities.
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Our securitizations will expose us to additional $ks.

We expect to securitize certain of ourtiptio investments to generate cash for funding imevestments. We expect to structure these
transactions so that they are treated as finaricmgactions, and not as sales, for federal indameurposes. In each such transaction, we
would convey a pool of assets to a special purpebele, the issuing entity, and the issuing entibuld issue one or more classes of non-
recourse notes pursuant to the terms of an indenfine notes would be secured by the pool of adse¢xchange for the transfer of assets to
the issuing entity, we would receive the cash pedseof the sale of non-recourse notes and a 10@%egt in the equity of the issuing entity.
The securitization of our portfolio investments htignagnify our exposure to losses on those poatiolfestments because any equity interest
we retain in the issuing entity would be subordénatthe notes issued to investors and we wouddlefbre, absorb all of the losses sustained
with respect to a securitized pool of assets bafwre@wners of the notes experience any lossesedfer, we cannot be assured that we will be
able to access the securitization market, or be t@btlo so at favorable rates. The inability tausigize our portfolio could hurt our performance
and our ability to grow our business.

The use of CDO financings with over-collateralizatn requirements may have a negative impact on ousash flow.

We expect that the terms of CDOs we nmnsor will generally provide that the principal@mt of assets must exceed the principal
balance of the related bonds by a certain amoontjmnly referred to as “over-collateralization.” \Weticipate that the CDO terms will
provide that, if certain delinquencies or losseseexl the specified levels based on the analysikebgating agencies (or any financial guaranty
insurer) of the characteristics of the assets wlédizing the bonds, the required level of oveltateralization may be increased or may be
prevented from decreasing as would otherwise bmifted if losses or delinquencies did not exceeddéhevels. Other tests (based on
delinquency levels or other criteria) may restot ability to receive net income from assets ¢ettaizing the obligations. We cannot assure
you that the performance tests will be satisfiadadvance of completing negotiations with the gaaigencies or other key transaction partie
our future CDO financings, we cannot assure yothefactual terms of the CDO delinquency tests,-cedlateralization terms, cash flow
release mechanisms or other significant factorardigg the calculation of net income to us. Givecent volatility in the CDO market, rating
agencies may depart from historic practices for dib@ncings, making them more costly for us. Falto obtain favorable terms with regard
to these matters may materially and adversely effecavailability of net income to us. If our assfail to perform as anticipated, our over-
collateralization or other credit enhancement ezpaassociated with our CDO financings will increase

Hedging against interest rate exposure may adversehffect our earnings, which could reduce our cashvailable for distribution to our
stockholders.

Subject to maintaining our qualificatias a REIT, we may pursue various hedging strategissek to reduce our exposure to losses
from adverse changes in interest rates. Our hedgitigity will vary in scope based on the level amdhtility of interest rates, the type of ass
held and other changing market conditions. Intenast hedging may fail to protect or could adversélect us because, among other things:

. interest rate hedging can be expensive, partigutarting periods of rising and volatile interesiesg
. available interest rate hedges may not correspoadtly with the interest rate risk for which prot®n is sought
. the duration of the hedge may not match the duraifdhe related liability

. the amount of income that a REIT may earn from rdzansactions (other than through taxable REilds&liaries, or TRSs) to
offset interest rate losses is limited by fedeaalprovisions governing REIT

. the credit quality of the party owing money on Heglge may be downgraded to such an extent thapdirs our ability to sell or
assign our side of the hedging transaction;

. the party owing money in the hedging transactioy nefault on its obligation to pa

Our hedging transactions, which are idézhto limit losses, may actually limit gains andrease our exposure to losses. As a result, our
hedging activity may adversely affect our earnimvgsich could reduce our cash available for distiduto our stockholders.
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In addition, hedging instruments invohisk since they often are not traded on regulateth@nges, guaranteed by an exchange or its
clearing house, or regulated by any U.S. or forgignernmental authorities. Consequently, therenareequirements with respect to record
keeping, financial responsibility or segregatiorca$tomer funds and positions. Furthermore, thereaébility of agreements underlying
derivative transactions may depend on compliantie applicable statutory and commodity and otheulagry requirements and, depending
on the identity of the counterparty, applicablenttional requirements. The business failuretoédging counterparty with whom we enter
into a hedging transaction will most likely resinlits default. Default by a party with whom we @ninto a hedging transaction may result in
the loss of unrealized profits and force us to cawe commitments, if any, at the then current reaifkice. Although generally we will seek to
reserve the right to terminate our hedging pos#tignmay not always be possible to dispose ofagecout a hedging position without the
consent of the hedging counterparty, and we maypeatble to enter into an offsetting contract ideorto cover our risk. We cannot assure you
that a liquid secondary market will exist for heaginstruments purchased or sold, and we may héregtito maintain a position until exercise
or expiration, which could result in losses.

Declines in the market values of our investments nyaadversely affect periodic reported results and adit availability, which may
reduce earnings and, in turn, cash available for ditribution to our stockholders.

A substantial portion of our assets Wwélclassified for accounting purposes as “avaitédrlesale.”Changes in the market values of th
assets will be directly charged or credited tolgtodders’ equity. As a result, a decline in valuesy reduce the book value of our assets.
Moreover, if the decline in value of an availabde-6ale security is other than temporary, suchideatill reduce earnings.

A decline in the market value of our asseay adversely affect us, particularly in inseswwhere we have borrowed money based on the
market value of those assets. If the market valibase assets declines, the lender may requite pgst additional collateral to support the
loan. If we were unable to post the additionalateltal, we would have to sell the assets at awwien we might not otherwise choose to do so.
A reduction in credit available may reduce our &ays and, in turn, cash available for distributiorstockholders.

The lack of liquidity in our investments may advergly affect our business.

We may invest in securities or otherrimstents that are not liquid. The illiquidity of omvestments may make it difficult for us to sell
such investments if the need or desire arisesdditian, if we are required to liquidate all or arpjon of our portfolio quickly, we may realize
significantly less than the value at which we hpkeviously recorded our investments. As a resulit,ability to vary our portfolio in response
to changes in economic and other conditions maléively limited, which could adversely affectraesults of operations and financial
condition.

We are highly dependent on information systems anthird parties, and systems failures could significatly disrupt our business, which
may, in turn, negatively affect the market price ofour common stock and our ability to pay dividendgo our stockholders.

Our business is highly dependent on comaations and information systems. Any failurerterruption of our systems could cause
delays or other problems in our securities tradiativities, including mortgage-backed securitiesling activities, which could have a material
adverse effect on our operating results and neggitaffect the market price of our common stock andability to pay dividends to our
stockholders.

We expect to be required to obtain various statedenses in order to purchase mortgage loans in thecondary market and there is no
assurance we will be able to obtain or maintain thee licenses.

While we are not required to obtain lisesi to purchase mortgage-backed securities, wéavikquired to obtain various state licenses to
purchase mortgage loans in the secondary markehaie not applied for these licenses and expetthisprocess will be costly and could
take several months. There is no assurance thatiha&btain all of the licenses that we desire foattwe will not experience significant delays
in seeking these licenses. Furthermore, we willigect to various information and other requiretaéa maintain these licenses, and there is
no assurance that we will satisfy those requiremédtir failure to obtain or maintain licenses waitrict our investment options and could
harm our business.

23




We may be subject to liability for potential violatons of predatory lending laws, which could adverdg impact our results of operations,
financial condition and business.

Various federal, state and local lawsehbgen enacted that are designed to discouragatpredending practices. The federal Home
Ownership and Equity Protection Act of 1994, comipdmown as HOEPA, prohibits inclusion of certaiyisions in residential mortgage
loans that have mortgage rates or origination dostscess of prescribed levels and requires thablwers be given certain disclosures prior to
origination. Some states have enacted, or may gsiattar laws or regulations, which in some casgsose restrictions and requirements
greater than those in HOEPA. In addition, underathie-predatory lending laws of some states, tlgiration of certain residential mortgage
loans, including loans that are not classifiedtaglt cost” loans under applicable law, must satisfiet tangible benefits test with respect to the
related borrower. This test may be highly subjectind open to interpretation. As a result, a coay determine that a residential mortgage
loan, for example, does not meet the test evdreife¢lated originator reasonably believed thatesewas satisfied.

Failure of residential mortgage loan mrégors or servicers to comply with these lawgshmextent any of their residential mortgage I¢
become part of our mortgaged-related assets, soghct us, as an assignee or purchaser to thedeksidential mortgage loans, to monetary
penalties and could result in the borrowers resogthe affected residential mortgage loans. Latssuave been brought in various states
making claims against assignees or purchasergbfdast loans for violations of state law. Namefiddants in these cases have included
numerous participants within the secondary mortgageket. If the loans are found to have been oaitgid in violation of predatory or abusive
lending laws, we could incur losses, which couldeadely impact our results of operations, financ@idition and business.

Terrorist attacks and other acts of violence or wamay affect the market for our common stock, the idustry in which we conduct our
operations and our profitability.

Terrorist attacks may harm our resultsdrations and your investment. We cannot assurehat there will not be further terrorist
attacks against the United States or U.S. busise$éese attacks or armed conflicts may directlyaiot the property underlying our asset-
based securities or the securities markets in gériaysses resulting from these types of eventsiairesurable.

More generally, any of these events caalase consumer confidence and spending to deaveassult in increased volatility in the
United States and worldwide financial markets acmhemies. Adverse economic conditions could haenvtiue of the property underlying
our asset-backed securities or the securities rsitkgeneral which could harm our operating rasaitd revenues and may result in the
volatility of the value of our securities.

We will be subject to the requirements of the Sarbaes-Oxley Act of 2002.

After we become a public company, our aggament will be required to deliver a report trestemses the effectiveness of our internal
controls over financial reporting, pursuant to 8tB802 of the Sarbanes-Oxley Act of 2002, or SaglsaOxley Act. Section 404 of the
Sarbanes-Oxley Act requires our independent regidteublic accounting firm to deliver an attestatieport on management’s assessment of,
and the operating effectiveness of, our internatmds over financial reporting in conjunction witheir opinion on our audited financial
statements as of December 31 subsequent to thényehich our registration statement becomes dffecSubstantial work on our part is
required to implement appropriate processes, dontithe system of internal control over key procesassess their design, remediate any
deficiencies identified and test their operatiohisiprocess is expected to be both costly andergilhg. We cannot give any assurances that
material weaknesses will not be identified in thiufe in connection with our compliance with theyisions of Sections 302 and 404 of the
Sarbanes-Oxley Act. The existence of any matergdkmess described above would preclude a conclbgiomnagement and our independent
auditors that we maintained effective internal colnbver financial reporting. Our management maydspiired to devote significant time and
expense to remediate any material weaknesses #yabendiscovered and may not be able to remedigtenaterial weaknesses in a timely
manner. The existence of any material weaknesariinternal control over financial reporting cowtbo result in errors in our financial
statements that could require us to restate oanéiial statements, cause us to fail to meet owrtieyg obligations and cause investors to lose
confidence in our reported financial informatioth,o which could lead to a decline in the tradimgce of our common stock.
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The increasing number of proposed federal, state @local laws may increase our risk of liability wih respect to certain mortgage loans
and could increase our cost of doing business.

The United States Congress and variaie sind local legislatures are considering leg@iatvhich, among other provisions, would
permit limited assignee liability for certain vitilans in the mortgage loan origination process.oAfenot predict whether or in what form
Congress or the various state and local legislatm@y enact legislation affecting our business.aféeevaluating the potential impact of these
initiatives, if enacted, on our practices and rissaf operations. As a result of these and othigafives, we are unable to predict whether
federal, state or local authorities will requireaniges in our practices in the future. These charfgesgjuired, could adversely affect our
profitability, particularly if we make such changasesponse to new or amended laws, regulatiomsdinances in any state where we acquire
a significant portion of our mortgage loans, asuth changes result in us being held responsiblenfp violations in the mortgage loan
origination process.

Risks Related To Our Investments
We have not yet identified any specific investments

We have not yet identified any specifieestments for our portfolio and, thus, you wilt be able to evaluate any proposed investments
before purchasing shares of our common stock. Aufditly, our investments will be selected by ourridger, and our stockholders will not
have input into such investment decisions. Botthe$e factors will increase the uncertainty, ang the risk, of investing in our shares.

Until appropriate investments can be fifienl, our Manager may invest the net proceedsisfoffering and the concurrent sale of shares
to Annaly in interest-bearing short-term investnsemicluding money market accounts, that are ctersisvith our intention to qualify as a
REIT. These investments are expected to providevar net return than we hope to achieve from imaests in our intended use of proceed
this offering. We expect to reallocate a portiontha net proceeds from this offering into a moreedsified portfolio of investments within six
months, subject to the availability of approprigweestment opportunities. Our Manager intends todcat due diligence with respect to each
investment and suitable investment opportunitieg n@ be immediately available. Even if opportugstare available, there can be no
assurance that our Manager’s due diligence prosegdleuncover all relevant facts or that any intveent will be successful.

We may allocate the net proceeds from this offerintp investments with which you may not agree.

We will have significant flexibility imivesting the net proceeds of this offering. You bl unable to evaluate the manner in which the
net proceeds of this offering will be invested lve £conomic merit of our expected investments as@, result, we may use the net proceeds
from this offering to invest in investments with ieh you may not agree. The failure of our managdrteapply these proceeds effectively or
find investments that meet our investment criteriaufficient time or on acceptable terms coulduteim unfavorable returns, could cause a
material adverse effect on our business, finarmzatition, liquidity, results of operations andlapito make distributions to our stockholders,
and could cause the value of our common stock ¢brae

We may not realize income or gains from our investmnts.

We seek to generate both current incomaecapital appreciation. The securities we inveshay, however, not appreciate in value and,
in fact, may decline in value, and the debt sei@srive invest in may default on interest or priatipayments. Accordingly, we may not be ¢
to realize income or gains from our investmentsy #ains that we do realize may not be sufficientffset any other losses we experience.
income that we realize may not be sufficient teeffour expenses.

Our investments may be concentrated and will be syéct to risk of default.

While we intend to diversify our portfolof investments in the manner described in thisjpectus, we are not required to observe
specific diversification criteria. To the extenattour portfolio is concentrated in any one regiotype of security, downturns relating gener
to such region or type of security may result ifadé&s on a number of our investments within a stiore period, which may reduce our net
income and the value of our shares and accordimgly reduce our ability to pay dividends to our ktadders.
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Increases in interest rates could negatively affe¢he value of our investments, which could resulnireduced earnings or losses an
negatively affect the cash available for distributn to our stockholders.

We expect to invest in real estate-relagsets by investing directly in residential magtg loans and indirectly by purchasing RMBS,
CMBS and CDOs backed by real estate-related adsetier a normal yield curve, an investment in thessets will decline in value if long-
term interest rates increase. Declines in markieieviamay ultimately reduce earnings or result irséssto us, which may negatively affect cash
available for distribution to our stockholders.

A significant risk associated with théseestments is the risk that both long-term andtstesm interest rates will increase significantly.
If long-term rates were to increase significantly, the reavklue of these investments would decline, apditiration and weighted average
of the investments would increase. We could redifess if these assets were sold. At the same eimancrease in short-term interest rates
would increase the amount of interest owed onépeanchase agreements we may enter into to findmecpurchase of these assets.

Market values of our investments may ideclithout any general increase in interest riges number of reasons, such as increases in
defaults, increases in voluntary prepayments fos¢hinvestments that are subject to prepaymengandkvidening of credit spreads.

In a period of rising interest rates, our interestexpense could increase while the interest we earn our fixed-rate assets would not
change, which would adversely affect our profitabity.

Our operating results will depend in Egart on the differences between the income fromassets, net of credit losses and financing
costs. We anticipate that, in most cases, the iedoom such assets will respond more slowly torggerate fluctuations than the cost of our
borrowings. Consequently, changes in interest ra@sicularly short-term interest rates, may digantly influence our net income. Increases
in these rates will tend to decrease our net incantemarket value of our assets. Interest ratéufdions resulting in our interest expense
exceeding our interest income would result in ofegdosses for us and may limit or eliminate obility to make distributions to our
stockholders.

Most of our portfolio investments will be recordedat fair value, as determined in accordance with oupricing policy as approved by out
board of directors and, as a result, there will beincertainty as to the value of these investments.

Most of our portfolio investments will liethe form of securities that are not publiclgded. The fair value of securities and other
investments that are not publicly traded may natdaelily determinable. We will value these investtsequarterly at fair value, as determined
in accordance with our pricing policy as approvgadbr board of directors. Because such valuatioesrdnerently uncertain, may fluctuate
over short periods of time and may be based omatgs, our determinations of fair value may diffexterially from the values that would he
been used if a ready market for these securitistesk The value of our common stock could be ablgraffected if our determinations
regarding the fair value of these investments weaigerially higher than the values that we ultimatellize upon their disposal.

A prolonged economic slowdown, a recession or detlg real estate values could impair our investmestand harm our operating
results.

Many of our investments may be susceptibleconomic slowdowns or recessions, which claad to financial losses in our investme
and a decrease in revenues, net income and ads&sorable economic conditions also could increasefunding costs, limit our access to
the capital markets or result in a decision by &adot to extend credit to us. These events qaeldent us from increasing investments and
have an adverse effect on our operating results.

Prepayment rates could negatively affect the valuef our investment portfolio, which could result inreduced earnings or losses and
negatively affect the cash available for distributn to our stockholders.

In the case of residential mortgage lo#mere are seldom any restrictions on borrowdsiities to prepay their loans. Homeowners tend
to prepay mortgage loans faster when interest ceteline. Consequently, owners of the loans haveitwvest the money received from the
prepayments at the lower prevailing interest ra@@mversely, homeowners tend not to prepay mortizayes when interest rates increase.
Consequently, owners of the loans are unable twest money that would have otherwise been recdioed prepayments at the higher
prevailing interest rates. This volatility in prgpaent rates may affect our ability to maintain &tegl amounts of
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leverage on our portfolio of residential mortgagens, RMBS, and CDOs backed by real estate-reteteets and may result in reduced
earnings or losses for us and negatively affect#fsh available for distribution to our stockhokder

The mortgage loans we will invest in and the mortgge loans underlying the mortgage and asset-backedcurities we will invest in are
subject to delinquency, foreclosure and loss, whictould result in losses to us.

Residential mortgage loans are securesirtgle-family residential property and are subjeatisks of delinquency and foreclosure and
risks of loss. The ability of a borrower to repalpan secured by a residential property is depenggon the income or assets of the borrower.
A number of factors, including a general econonuw/dturn, acts of God, terrorism, social unrest eird disturbances, may impair borrowers’
abilities to repay their loans. In addition, weeind to invest in nomgency RMBS, which are backed by residential reapprty but, in contra
to Agency RMBS, their principal and interest is gaairanteed by federally chartered entities sudfaasie Mae and Freddie Mac and, in the
case of Ginnie Mae, the U.S. government. Assetdxhslecurities are bonds or notes backed by loaather financial assets. The ability of a
borrower to repay these loans or other financisétsis dependant upon the income or assets & buerowers.

Commercial mortgage loans are secureatoyifamily or commercial property and are subijectisks of delinquency and foreclosure,
and risks of loss that are greater than simil&srassociated with loans made on the securityngfiesifamily residential property. The ability of
a borrower to repay a loan secured by an incomedygiag property typically is dependent primarilyomgthe successful operation of such
property rather than upon the existence of indepeniticome or assets of the borrower. If the nerajing income of the property is reduced,
the borrower’s ability to repay the loan may be &ingd. Net operating income of an income produgiraperty can be affected by, among
other things, tenant mix, success of tenant bus@seproperty management decisions, property tcatid condition, competition from
comparable types of properties, changes in lawtsribeease operating expense or limit rents that beacharged, any need to address
environmental contamination at the property, theuoence of any uninsured casualty at the propehsmges in national, regional or local
economic conditions or specific industry segmeaiéglines in regional or local real estate valuesjides in regional or local rental or
occupancy rates, increases in interest ratesestate tax rates and other operating expensesgehamgovernmental rules, regulations and
fiscal policies, including environmental legislatjacts of God, terrorism, social unrest and disturbances.

In the event of any default under a magtgyloan held directly by us, we will bear a ri§koss of principal to the extent of any deficier
between the value of the collateral and the pradcmd accrued interest of the mortgage loan, wbichd have a material adverse effect on our
cash flow from operations. In the event of the baptcy of a mortgage loan borrower, the mortgage lm such borrower will be deemed tc
secured only to the extent of the value of the dyiey collateral at the time of bankruptcy (asetetined by the bankruptcy court), and the
securing the mortgage loan will be subject to th@dance powers of the bankruptcy trustee or delbtgossession to the extent the lien is
unenforceable under state law.

Foreclosure of a mortgage loan can bexgensive and lengthy process which could havédstantial negative effect on our anticipated
return on the foreclosed mortgage loan. RMBS ewidénterests in or are secured by pools of res@enbrtgage loans and CMBS evidence
interests in or are secured by a single commemoiatgage loan or a pool of commercial mortgage $oawecordingly, the MBS and CMBS we
invest in are subject to all of the risks of thepective underlying mortgage loans.

We may be required to repurchase mortgage loans andemnify investors if we breach representations ashwarranties, which could
harm our earnings.

When we sell loans, we will be requiredrtake customary representations and warrantiegt aboh loans to the loan purchaser. Our
residential mortgage loan sale agreements willirequs to repurchase or substitute loans in thetewe breach a representation or warranty
given to the loan purchaser. In addition, we maydogiired to repurchase loans as a result of bardraud or in the event of early payment
default on a mortgage loan. Likewise, we are rexglio repurchase or substitute loans if we breaelp@sentation or warranty in connection
with our securitizations. The remedies availabla furchaser of mortgage loans are generally brabhda those available to us against the
originating broker or correspondent. Further, ffuichaser enforces its remedies against us, wenotdye able to enforce the remedies we |
against the sellers. The repurchased loans typicah only be financed at a steep discount to tegurchase price, if at all. They are also
typically sold at a
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significant discount to the unpaid principal balen8ignificant repurchase activity could harm casfcflow, results of operations, financial
condition and business prospects.

We may enter into derivative contracts that could gpose us to contingent liabilities in the future.

Subject to maintaining our qualificatias a REIT, part of our investment strategy willdlwe entering into derivative contracts that ct
require us to fund cash payments in certain ciréantes. These potential payments will be continfiebilities and therefore may not appear
on our balance sheet. Our ability to fund thesdingant liabilities will depend on the liquidity ofur assets and access to capital at the time,
and the need to fund these contingent liabilitesld adversely impact our financial condition.

Our Manager’s due diligence of potential investmers may not reveal all of the liabilities associatedith such investments and may not
reveal other weaknesses in such investments, whicbuld lead to investment losses.

Before making an investment, our Managérassess the strengths and weaknesses of thi@ator or issuer of the asset as well as ¢
factors and characteristics that are materialégtrformance of the investment. In making thessssent and otherwise conducting customary
due diligence, our Manager will rely on resourceailable to it and, in some cases, an investigatipthird parties. This process is particularly
important with respect to newly formed originatordssuers because there may be little or no indtion publicly available about these enti
and investments. There can be no assurance thdanager's due diligence process will uncover @lkvant facts or that any investment will
be successful.

Our real estate investments are subject to risks ptcular to real property.

We own assets secured by real estatenaydwn real estate directly in the future, eititeough direct investments or upon a default of
mortgage loans. Real estate investments are subjeatious risks, including:

. acts of God, including earthquakes, floods andratléural disasters, which may result in uninsuosdes

. acts of war or terrorism, including the consequsrafderrorist attacks, such as those that occumefieptember 11, 200

. adverse changes in national and local economicrearlet conditions

. changes in governmental laws and regulations, |figalicies and zoning ordinances and the relatestiscof compliance with law
and regulations, fiscal policies and ordinant

. costs of remediation and liabilities associatedhweitvironmental conditions such as indoor mold;

. the potential for uninsured or un~insured property losse

If any of these or similar events occitrgjay reduce our return from an affected propertinvestment and reduce or eliminate our
ability to make distributions to stockholders.

We may be exposed to environmental liabilities witliespect to properties to which we take title.

In the course of our business, we mag tdle to real estate, and, if we do take title, @ould be subject to environmental liabilitiestwit
respect to these properties. In such a circumstaveenay be held liable to a governmental entityodhird parties for property damage,
personal injury, investigation, and clean-up castsirred by these parties in connection with envinental contamination, or may be required
to investigate or clean up hazardous or toxic sulzsts, or chemical releases at a property. The assbciated with investigation or
remediation activities could be substantial. If ewer become subject to significant environmenédiilities, our business, financial condition,
liquidity, and results of operations could be mialr and adversely affected.

We may in the future invest in RMBS collateralizedby subprime mortgage loans, which are subject to oreased risks.

We may in the future invest in RMBS battks collateral pools of subprime residential mageg loans. “Subprimehortgage loans ref
to mortgage loans that have been originated usidgmwriting standards that are less restrictiva the& underwriting requirements used as
standards for other first and junior lien mortgémgn purchase programs, such as the programs ofd-Btae and Freddie Mac. These lower
standards include mortgage loans made to borromasisig imperfect or impaired credit histories (imtihg outstanding judgments or prior
bankruptcies), mortgage loans where the amouriteofdan at origination is 80% or more of the vaifiéhe
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mortgage property, mortgage loans made to borrowihslow credit scores, mortgage loans made todveers who have other debt that
represents a large portion of their income and gagie loans made to borrowers whose income is gatresl to be disclosed or verified.

Due to economic conditions, includingresed interest rates and lower home prices, dsisaggressive lending practices, subprime
mortgage loans have in recent periods experiemmdased rates of delinquency, foreclosure, bangywgnd loss, and they are likely to
continue to experience delinquency, foreclosurakhgptcy and loss rates that are higher, and tlegtlme substantially higher, than those
experienced by mortgage loans underwritten in eenraditional manner. Thus, because of the highBnguency rates and losses associated
with subprime mortgage loans, the performance oBSNbacked by subprime mortgage loans in which we imzest could be correspondin
adversely affected, which could adversely impactresults of operations, financial condition andibess.

Exchange rate fluctuations may limit gains or resulin losses.

If we directly or indirectly hold assetsnominated in currencies other than U.S. doliaeswill be exposed to currency risk that may
adversely affect performance. Changes in the Lblards rate of exchange with other currencies ratigct the value of investments in our
portfolio and the income that we receive in respécuch investments. In addition, we may incut€@s connection with conversion between
various currencies, which may reduce our net incanteaccordingly may reduce our ability to payribsttions to our stockholders.

Risks Related To Our Common Stock

There is no public market for our common stock anch market may never develop, which could result in dlders of our common stock
being unable to monetize their investment.

Our shares of common stock are newlyedsecurities for which there is no establisheditigamarket. We expect that our common
stock will be approved for trading on the New Y&tock Exchange, but there can be no assurancarthative trading market for our comn
stock will develop. Accordingly, no assurance carglven as to the ability of our stockholders tih their common stock or the price that our
stockholders may obtain for their common stock.

Even if an active trading market develahe market price of our common stock may be Rigblatile and could be subject to wide
fluctuations after this offering and may fall beldhe offering price. Some of the factors that cawddatively affect our share price include:

. actual or anticipated variations in our quartegeating results

. changes in our earnings estimates or publicatimes#arch reports about us or the real estatetinyd
. increases in market interest rates that may leachpgers of our shares to demand a higher y

. changes in market valuations of similar compar

. adverse market reaction to any increased indebssdme incur in the futur

. additions or departures of our Mané's key personne

. actions by stockholder

. speculation in the press or investment communitg,

. general market and economic conditic

Common stock eligible for future sale may have advee effects on our share price.

We cannot predict the effect, if anyfutfire sales of common stock, or the availabilitgloares for future sales, on the market price of
the common stock. Sales of substantial amountsmhwoon stock, or the perception that such saledaoedur, may adversely affect prevailing
market prices for the common stock.

Upon the completion of this offering, wél have 36,954,914 shares of common stock outhtey In addition, Annaly will hold 9.8% ¢
our outstanding shares of common stock as of theng of this offering, excluding shares sold parguto the underwriters’ exercise of their
overallotment option and shares of our restricimumon stock approved to be granted to our execoffieers and employees of our Manager
and to our
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independent directors. Our equity incentive plaovjates for grants of restricted common stock aingioequity-based awards up to an
aggregate of 8% of the issued and outstanding slud@ur common stock (on a fully diluted basis amduding shares to be sold to Annaly
concurrently with this offering and shares to bkl gursuant to the underwriters’ exercise of tlo@ierallotment option) at the time of the
award, subject to a ceiling of 40,000,000 sharedale for issuance under the plan. Each indepgrdieector will be granted 3,000 shares of
our restricted common stock which fully vest onukay 1, 2008. In addition, our executive officensl ather employees of our Manager will
granted shares of our restricted common stock whiska group and together with the shares appravegants to our independent directors,
will be an aggregate of 1,301,000 shares of oumsomstock. The restricted common stock approvegtasts to our executive officers and
other employees of our Manager will vest in egnatallments on the first business day of each ffigoarter over a period of ten years
beginning on January 1, 2008. The restricted comstatk approved as grants to our executive offiaedsother employees of our Manager
that remain outstanding and are unvested will fulgt on the death of the individual. The 1,301,8l8@res of our restricted common stock
approved as grants to our executive officers ahdragmployees of our Manager and to our indeperdiesttors represent approximately 3.
of the issued and outstanding shares of our constamk (on a fully diluted basis after giving efféotthe shares issued in this offering and
including shares to be sold to Annaly concurrentith this offering but excluding any shares to b&lgpursuant to the underwriteresxercise ¢
their overallotment option) based on the assumptiah33,333,334 shares of our common stock wilsbaed in this offering. We will not
make distributions on shares of restricted stockclwhave not vested.

We, Annaly, and our executive officersl alirectors have agreed with the underwriters 18@-day lock-up period (subject to
extensions), meaning that, until the end of the-d&plock-up period, we and they will not, subjectertain exceptions, sell or transfer any
shares of common stock without the prior conseMeifrill Lynch. Merrill Lynch may, in its sole disetion, at any time from time to time and
without notice, waive the terms and conditionshef lock-up agreements to which it is a party. Aiddilly, Annaly has agreed with us to a
further lockup period that will expire at the earlier of (igtdate which is three years following the datendf prospectus or (ii) the terminati
of the management agreement. Assuming no exertibe anderwriters’ overallotment option to purchasiditional shares, approximately
11% of our common shares are subject to lock-upeagents. When the lock-up periods expire, thesermmrshares will become eligible for
sale, in some cases subject to the requiremerRsilef144 under the Securities Act of 1933, or teeuBities Act, which are described under
“Shares Eligible for Future Sale.”

The market price of our common stock may decligaificantly when the restrictions on resale by @erpf our stockholders lapse. Se
of substantial amounts of common stock or the geii@e that such sales could occur may adversecathe prevailing market price for our
common stock.

There is a risk that you may not receive distributons or that distributions may not grow over time.

We intend to make distributions on a terly basis out of assets legally available tharedour stockholders in amounts such that all or
substantially all of our REIT taxable income in legear is distributed. We have not establishedrarmim distribution payment level and our
ability to pay distributions may be adversely aféetby a number of factors, including the risk émstdescribed in this prospectus. All
distributions will be made at the discretion of dward of directors and will depend on our earnjiogs financial condition, maintenance of
REIT status and other factors as our board of tirsanay deem relevant from time to time. Amongfttetors that could adversely affect our
results of operations and impair our ability to mhstributions to our stockholders are:

. the profitability of the investment of the net peeds of this offerinc

. our ability to make profitable investmen

. margin calls or other expenses that reduce our foash

. defaults in our asset portfolio or decreases irviiee of our portfolio; an

. the fact that anticipated operating expense lawalg not provide accurate, as actual results may fram estimates

A change in any one of these factors could affectability to make distributions. We cannot assgoe that we will achieve investment results
that will allow us to make a specified level of lealistributions or year-to-year increases in castridutions.
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Market interest rates may have an effect on the trding value of our shares

One of the factors that investors maysader in deciding whether to buy or sell our shasesur distribution rate as a percentage of our
share price relative to market interest rates.dfkat interest rates increase, prospective investay demand a higher distribution rate or seek
alternative investments paying higher dividendg@rest. As a result, interest rate fluctuationd eapital market conditions can affect the
market value of our shares. For instance, if irstierates rise, it is likely that the market prideaor shares will decrease as market rates on
interest-bearing securities, such as bonds, inereas

Investing in our shares may involve a high degreef aisk.

The investments we make in accordancle atit investment objectives may result in a higltoant of risk when compared to alternative
investment options and volatility or loss of pripai. Our investments may be highly speculative aggressive, and therefore an investment in
our shares may not be suitable for someone witlelaigk tolerance.

Broad market fluctuations could negatively impact he market price of our common stock.

The stock market has experienced extrgtice and volume fluctuations that have affectedrttarket price of many companies in
industries similar or related to ours and that hasen unrelated to these companies’ operating ipegiaces. These broad market fluctuations
could reduce the market price of our common stBakthermore, our operating results and prospecistradelow the expectations of public
market analysts and investors or may be lower thase of companies with comparable market capétdins, which could lead to a material
decline in the market price of our common stock.

Future sales of shares may have adverse consequenfa investors.

We may issue additional shares in subesetoublic offerings or private placements to ma&a investments or for other purposes. We
are not required to offer any such shares to exjgtockholders on a pre-emptive basis. Therefoneay not be possible for existing
stockholders to participate in such future shaseds, which may dilute the existing stockholdantiests in us. Additional shares may be
issued pursuant to the terms of the underwritguiba, which, if issued, would dilute stockholdepgrcentage ownership in us. If the
underwriters exercise their option to purchasetadil shares to cover overallotments, the issuaheglditional shares by us, or the possib
of such issue, may cause the market price of theestto decline. Annaly will own 9.8% of our outslang shares of common stock as of the
closing of this offering, excluding shares soldguant to the underwriters’ exercise of their ovetalent option and shares of our restricted
common stock approved to be granted to our exeeugfificers and employees of our Manager and tdralgpendent directors, will be an
aggregate of 1,301,000 shares of our common stoakwill be permitted, subject to the requiremeritRule 144 under the Securities Act, to
sell such shares following expiration of the logkqperiod which expires upon the earlier of (i) tate which is three years after the date of this
prospectus or (ii) the termination of the managemagneement.

Risks Related to Our Organization and Structure

Our charter and bylaws contain provisions that mayinhibit potential acquisition bids that you and other stockholders may consider
favorable, and the market price of our common stocknay be lower as a result.

Upon completion of this offering, our ctea and bylaws will contain provisions that mayéan anti-takeover effect and inhibit a
change in our board of directors. These provisinakide the following:

. There are ownership limits and restrictions on s#arability and ownership in our charteTo qualify as a REIT for each taxal
year after 2007, not more than 50% of the valueunfoutstanding stock may be owned, directly orstctively, by five ol
fewer individuals during the second half of anyecalar year. In addition, our shares must be bealifiowned by 100 or more
persons during at least 335 days of a taxablegfeb2 months or during a proportionate part of arsdr taxable year for each
taxable year after 2007. To assist us in satisfifiege tests, our charter generally prohibits arggn from beneficially or
constructively owning more than 9.8% in value omiwer of shares, whichever is more restrictive,ryf @ass or series of our
outstanding capital stock. These restrictions niagalirage a tender offer or other transactionsairaage in the composition of
our board of directors or control that might invela premium price for our shares or otherwise hibarbest interests of our
stockholders and any shares issued or transfarreidlation of such restrictions beil

31

automatically transferred to a trust for a chatédieneficiary, thereby resulting in a forfeiturfetloe additional share

. Our charter permits our board of directors to issteck with terms that may discourage a third pdityn acquiring usUpon
completion of this offering, our charter will pertnoiur board of directors to amend the charter wittstockholder approval to
increase the total number of authorized sharetoksr the number of shares of any class or saridso issue common or
preferred stock, having preferences, conversiasttoer rights, voting powers, restrictions, limitats as to dividends or other



distributions, qualifications, or terms or condit®of redemption as determined by our board. Towsboard could authorize the
issuance of stock with terms and conditions thatctbave the effect of discouraging a takeovertbeotransaction in which
holders of some or a majority of our shares migheive a premium for their shares over the thergiliag market price of our
shares

Maryland Control Share Acquisition AMaryland law provides that “control shares” of apmration acquired in a “control
share acquisition” will have no voting rights extépthe extent approved by a vote of two-thirdshef votes eligible to be cast
on the matter under the Maryland Control Share Agition Act. “Control sharestneans voting shares of stock that, if aggre¢
with all other shares of stock owned by the acquirdn respect of which the acquiror is able tereise or direct the exercise of
voting power (except solely by a revocable proxyguld entitle the acquiror to exercise voting poweelecting directors within
one of the following ranges of voting power: onetteor more but less than one-third, one-third orerbut less than a majority,
or a majority or more of all voting power. A “coatrshare acquisition” means the acquisition of oarghares, subject to certain
exceptions

If voting rights or control shares acquired in atrol share acquisition are not approved at a $tolclers’ meeting, or if the
acquiring person does not deliver an acquiringgestatement as required by the Maryland Contrar&RAcquisition Act, then,
subject to certain conditions and limitations, if&ier may redeem any or all of the control shimefair value. If voting rights
of such control shares are approved at a stockigdldeeeting and the acquiror becomes entitled te momajority of the shares
of stock entitled to vote, all other stockholdergynexercise appraisal rights. Our bylaws contginozision exempting
acquisitions of our shares from the Maryland Cdridfare Acquisition Act. However, our board of db@s may amend our
bylaws in the future to repeal or modify this exeimp, in which case any control shares of our camypcquired in a control
share acquisition will be subject to the Marylar@h@ol Share Acquisition Ac

Business CombinationUnder Maryland law, “business combinations” betwaévaryland corporation and an interested
stockholder or an affiliate of an interested stadler are prohibited for five years after the nestent date on which the
interested stockholder becomes an interested swtidsh These business combinations include a mecgasolidation, share
exchange or, in circumstances specified in theitgtaain asset transfer or issuance or reclassiiicaf equity securities. An
interested stockholder is defined

* any person who beneficially owns 10% or more ofwtbing power of the corporati’s shares; c

» an affiliate or associate of the corporation whargy time within the two-year period before théeda question, was the
beneficial owner of 10% or more of the voting powéthe then outstanding voting stock of the coggion.

A person is not an interested stockholder undesthtite if the board of directors approved in adeathe transaction by which

such person otherwise would have become an ingetesdckholder. However, in approving a transactioa board of directors

may provide that its approval is subject to compiig at or after the time of approval, with anyrterand conditions determined
by the board

After the five-year prohibition, any business combination betwieerMaryland corporation and an interested stoaén
generally must be recommended by the board of tireof the corporation and approved by the afftmeavote of at leas’
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* 80% of the votes entitled to be cast by holdemsutétanding shares of voting stock of the corporatand

» two-thirds of the votes entitled to be cast by holdérgoting stock of the corporation, other than glsaneld by th
interested stockholder with whom or with whoseliafte the business combination is to be effecteletd by an affiliate
or associate of the interested stockhol

These sup+majority vote requirements do not apply if the argiior's common stockholders receive a minimum price
defined under Maryland law, for their shares infitven of cash or other consideration in the sanmefas previously paid by the
interested stockholder for its shar

The statute permits various exemptions from itvigions, including business combinations that aengpted by the board
directors before the time that the interested stolder becomes an interested stockholder. Our bafaditectors has adopted a
resolution which provides that any business contlindbetween us and any other person is exempoed the provisions of the
Maryland Control Share Acquisition Act, providedtithe business combination is first approved leyltbard of directors. This
resolution, however, may be altered or repealedhale or in part at any time. If this resolutiorrépealed, or the board of
directors does not otherwise approve a businesbioation, this statute may discourage others frgtimg to acquire control of
us and increase the difficulty of consummating afigr.

Staggered boardOur board of directors is divided into three classkdirectors. The current terms of the direceoqgire in
2008, 2009 and 2010, respectively. Directors ohedass are chosen for three-year terms upon thiea¢ion of their current
terms, and each year one class of directors iseeldry the stockholders. The staggered terms ofliveictors may reduce the
possibility of a tender offer or an attempt at aradpe in control, even though a tender offer or ghan control might be in the
best interests of our stockholde



. Our charter and bylaws contain other possible aakieover provisionsUpon completion of this offering, our charter dndaws
will contain other provisions that may have thesetfof delaying, deferring or preventing a chanmgedntrol of us or the removal
of existing directors and, as a result, could pn¢wir stockholders from being paid a premium fait common stock over the
then-prevailing market price. See “Description afp@al Stock” and “Certain Provisions of Marylanér&ral Corporation Law
and Our Charter and Bylav”

Our rights and the rights of our stockholders to t&ke action against our directors and officers are tited, which could limit your
recourse in the event of actions not in your beshierests.

Our charter limits the liability of ouirdctors and officers to us and our stockholdersrioney damages, except for liability resulting
from:

. actual receipt of an improper benefit or profinioney, property or services;

. a final judgment based upon a finding of active daliberate dishonesty by the director or offi¢eattwas material to the cat
of action adjudicate

for which Maryland law prohibits such exemptionrfrdiability.

In addition, our charter authorizes usliigate our company to indemnify our present famther directors and officers for actions taken
by them in those capacities to the maximum exteninjited by Maryland law. Our bylaws require usngemnify each present or former
director or officer, to the maximum extent permittey Maryland law, in the defense of any proceedinghich he or she is made, or
threatened to be made, a party because of hiss@ehéce to us. In addition, we may be obligatefuind the defense costs incurred by our
directors and officers. See “Limitation on Liabjlibf Directors and Officers and Indemnification ehdivance of Expenses.”
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Tax Risks
Your investment has various federal income tax risk

This summary of certain tax risks is biea to the federal tax risks addressed below. Aalthit risks or issues may exist that are not
addressed in this prospectus and that could afiedederal tax treatment of us or our stockholders

Because this prospectus was written imeaction with the marketing of our common stocks ot intended to be used and cannot be
used by any stockholder to avoid penalties that beaynposed on stockholders under the Internal Rey€ode.

We strongly urge you to review carefultg discussion under “Certain Federal Income TaxsEZierations” and to seek advice based on
your particular circumstances from an independantidvisor concerning the effects of federal, séatg local income tax law on an investm
in our common stock and on your individual tax aftan.

Complying with REIT requirements may cause us to frego otherwise attractive opportunities.

To qualify as a REIT for federal incona& purposes, we must continually satisfy variogssteegarding the sources of our income, the
nature and diversification of our assets, the arfsowe distribute to our stockholders and the ownipref our stock. To meet these tests, we
may be required to forego investments we mightrettse make. We may be required to make distribstionstockholders at disadvantageous
times or when we do not have funds readily avadldbi distribution. Thus, compliance with the REEQuirements may hinder our investment
performance.

Complying with REIT requirements may force us to Iguidate otherwise attractive investments.

To qualify as a REIT, we generally mussere that at the end of each calendar quarternat V5% of the value of our total assets
consists of cash, cash items, government secuaitidgjualified REIT real estate assets, includengain mortgage loans and mortgage-backed
securities. The remainder of our investment in gsées (other than government securities and qyialif real estate assets) generally cannot
include more than 10% of the outstanding votingugéies of any one issuer or more than 10% of thel tvalue of the outstanding securities of
any one issuer. In addition, in general, no moaa th% of the value of our assets (other than gorent securities and qualifying real estate
assets) can consist of the securities of any aueisand no more than 20% of the value of out s&teurities can be represented by securities
of one or more TRSs. See “Certain Federal IncomeQansiderations—Taxation of Our Company—Asset et we fail to comply with
these requirements at the end of any quarter, wat caurect the failure within 30 days after the efiduch calendar quarter or qualify for
certain statutory relief provisions to avoid losimgr REIT status and suffering adverse tax consetpee As a result, we may be required to
liquidate from our portfolio otherwise attractivevestments. These actions could have the effetchfcing our income and amounts available
for distribution to our stockholders.

Potential characterization of distributions or gainon sale may be treated as unrelated business taxalincome to tax-exempt investors.

If (1) all or a portion of our assets aubject to the rules relating to taxable mortgagels, (2) we are a “pension-held REIT,” (3) a tax-
exempt stockholder has incurred debt to purchaseldrour common stock, or (4) the residual REMi@iests we buy generate “excess
inclusion income,” then a portion of the distrilmts to and, in the case of a stockholder desciibethuse (3), gains realized on the sale of
common stock by such tax-exempt stockholder masulbgect to federal income tax as unrelated busitgesdble income under the Internal
Revenue Code. See “Certain Federal Income Tax Gerations—Taxation of Our Company—Taxable MortgRgels.”

Classification of a securitization or financing arangement we enter into as a taxable mortgage poawd subject us or certain of our
stockholders to increased taxation.

We intend to structure our securitizatiord financing arrangements as to not create dl@xaortgage pool. However, if we have
borrowings with two or more maturities and, (1)gbdorrowings are secured by mortgages or mortgagked securities and (2) the payments
made on the borrowings are related to the paynrentsved on the underlying assets, then the bongsvand the pool of mortgages or
mortgage-backed securities to which such borromietzge may be classified as a taxable mortgagepater the Internal Revenue Code. If
any part of our investments were to be treatedtazable mortgage pool, then our REIT status waowldbe impaired, but a portion of the
taxable income we recognize may, under regulatioh® issued by the Treasury Department,
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be characterized as “excess inclusion” income #ondaded among our stockholders to the extent dfgamerally in proportion to the
distributions we make to each stockholder. Any egdaclusion income would:

. not be allowed to be offset by a stockho's net operating losse
. be subject to a tax as unrelated business incomstdckholder were a t-exempt stockholde
. be subject to the application of federal incomewétkholding at the maximum rate (without reductfon any otherwise

applicable income tax treaty) with respect to amisatiocable to foreign stockholders; &

. be taxable (at the highest corporate tax rateytoather than to our stockholders, to the extemeixcess inclusion income rele
to stock held by disqualified organizations (geltgréax-exempt companies not subject to tax orelated business income,
including governmental organization

Failure to qualify as a REIT would subject us to feleral income tax, which would reduce the cash avaible for distribution to our
stockholders.

We intend to operate in a manner thattended to cause us to qualify as a REIT for febi@come tax purposes commencing with our
taxable year ending on December 31, 2007. Howdherfederal income tax laws governing REITs aresgmély complex, and interpretations
of the federal income tax laws governing qualifizatas a REIT are limited. Qualifying as a REITuigs us to meet various tests regardiny
nature of our assets and our income, the owneddtopr outstanding stock, and the amount of ouritistions on an ongoing basis. While we
intend to operate so that we will qualify as a REJiwen the highly complex nature of the rules goiregy REITS, the ongoing importance of
factual determinations, including the tax treatnmntertain investments we may make, and the pilisgibf future changes in our
circumstances, no assurance can be given that leongualify for any particular year.

If we fail to qualify as a REIT in anyleadar year and we do not qualify for certain staurelief provisions, we would be required to
pay federal income tax on our taxable income. Wghimmeed to borrow money or sell assets to payt#xatOur payment of income tax would
decrease the amount of our income available fdrilligion to our stockholders. Furthermore, if ved fo maintain our qualification as a REIT
and we do not qualify for certain statutory refiedvisions, we no longer would be required to disiie substantially all of our REIT taxable
income to our stockholders. Unless our failureualy as a REIT were excused under federal taxsJave would be disqualified from taxation
as a REIT for the four taxable years following ytear during which qualification was lost.

Failure to make required distributions would subjed us to tax, which would reduce the cash availablf®r distribution to our
stockholders.

To qualify as a REIT, we must distribtdeour stockholders each calendar year at least®08ar REIT taxable income (including
certain items of non-cash income), determined witmegard to the deduction for dividends paid axadwaling net capital gain. To the extent
that we satisfy the 90% distribution requirement, distribute less than 100% of our taxable incomewill be subject to federal corporate
income tax on our undistributed income. In additie will incur a 4% nondeductible excise tax oa #mount, if any, by which our
distributions in any calendar year are less tharstim of:

. 85% of our REIT ordinary income for that ye
. 95% of our REIT capital gain net income for thaagend
. any undistributed taxable income from prior ye

We intend to distribute our REIT taxalvieome to our stockholders in a manner intendesitisfy the 90% distribution requirement and
to avoid both corporate income tax and the 4% nduaclible excise tax. However, there is no requineintiegat taxable REIT subsidiaries
distribute their after-tax net income to their parREIT or their stockholders.

Our taxable income may substantially exiceur net income as determined based on genexalpted accounting principles, or GAAP,
because, for example, realized capital lossesheilleducted in determining our GAAP net income,rbay not be deductible in computing our
taxable income. In addition, we may invest in asfiedt generate taxable income in excess of ecaniowome or in advance of the
corresponding cash flow from the
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assets. To the extent that we generate such nbntaeable income in a taxable year, we may incup@@te income tax and the 4%
nondeductible excise tax on that income if we dodistribute such income to stockholders in thatryds a result of the foregoing, we may
generate less cash flow than taxable income int&cpkar year. In that event, we may be requiredge cash reserves, incur debt, or liquidate
non-cash assets at rates or at times that we ragardfavorable to satisfy the distribution requiemt and to avoid corporate income tax and
the 4% nondeductible excise tax in that year.

Ownership limitations may restrict change of contrd or business combination opportunities in which oustockholders might receive a
premium for their shares.

In order for us to qualify as a REIT &ach taxable year after 2007, no more than 50%lurevof our outstanding capital stock may be
owned, directly or indirectly, by five or fewer iiwiluals during the last half of any calendar yéardividuals” for this purpose include natural
persons, private foundations, some employee beplefis and trusts, and some charitable trustsr@sepve our REIT qualification, our charter
generally prohibits any person from directly orinedtly owning more than 9.8% in value or in numbéshares, whichever is more restrictive,
of any class or series of the outstanding sharesiotapital stock.

This ownership limitation could have #féect of discouraging a takeover or other trarisadh which holders of our common stock
might receive a premium for their shares over i@ tprevailing market price or which holders migalieve to be otherwise in their best
interests.

Our ownership of and relationship with any TRS whid we may form or acquire following the completion 6this offering will be limited,
and a failure to comply with the limits would jeopadize our REIT status and may result in the applicéion of a 100% excise tax.

A REIT may own up to 100% of the stoclook or more TRSs. A TRS may earn income that woatde qualifying income if earned
directly by the parent REIT. Both the subsidiarg éime REIT must jointly elect to treat the subgiglias a TRS. Overall, no more than 20% of
the value of a REIE assets may consist of stock or securities ofoomeore TRSs. A TRS will pay federal, state andlascome tax at regul
corporate rates on any income that it earns. litiadgdthe TRS rules impose a 100% excise tax otatetransactions between a TRS and its
parent REIT that are not conducted on an arm’sttebgsis.

The TRS that we may form following thenqaetion of this offering would pay federal, stated local income tax on its taxable income,
and its after-tax net income would be availabledistribution to us but would not be required todigtributed to us. We anticipate that the
aggregate value of the TRS stock and securitiesedvay us will be less than 20% of the value oftotal assets (including the TRS stock and
securities). Furthermore, we will monitor the vabfeour investments in our TRSs to ensure compéamith the rule that no more than 20% of
the value of our assets may consist of TRS stodksanurities (which is applied at the end of eadbralar quarter). In addition, we will
scrutinize all of our transactions with taxable REUbsidiaries to ensure that they are enterecbintarm’s-length terms to avoid incurring the
100% excise tax described above. There can beswaase, however, that we will be able to complghwlie 20% limitation discussed above
or to avoid application of the 100% excise tax dssed above.

We could fail to qualify as a REIT or we could becme subject to a penalty tax if income we recognifeom certain investments that are
treated or could be treated as equity interests ia foreign corporation exceeds 5% of our gross incoenin a taxable year.

We may invest in securities, such as silibated interests in certain CDO offerings, thrattaeated or could be treated for federal (and
applicable state and local) corporate income tap@aes as equity interests in foreign corporatiQagegories of income that qualify for the
95% gross income test include dividends, interedtcertain other enumerated classes of passivenecdnder certain circumstances, the
federal income tax rules concerning controlled ifpmecorporations and passive foreign investmentgamies require that the owner of an
equity interest in a foreign corporation includecamts in income without regard to the owner’s rptef any distributions from the foreign
corporation. Amounts required to be included iroime under those rules are technically neither &diulends nor any of the other
enumerated categories of passive income specifidttki 95% gross income test. Furthermore, theme idear precedent with respect to the
qualification of such income under the 95% grossine test. Due to this uncertainty, we intendratlour direct investment in securities that
are or could be treated as equity interests irrgiga corporation such that the sum of the amowetsire required to include in income with
respect to such securities and other amounts ofjoalifying income do not exceed 5% of our gros®ime. We cannot assure you that we
be successful in this regard. To avoid any ristadiing the
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95% gross income test, we may be required to inwglgtindirectly, through a domestic TRS, in angséties that are or could be considere
be equity interests in a foreign corporation. Thiscourse, will result in any income recognizeahfrany such investment to be subject to
federal income tax in the hands of the TRS, whielynn turn, reduce our yield on the investment.

Liquidation of our assets may jeopardize our REIT galification.

To qualify as a REIT, we must comply wilyuirements regarding our assets and our soaféesome. If we are compelled to liquidate
our investments to repay obligations to our lendeesmay be unable to comply with these requiresjaritimately jeopardizing our
qualification as a REIT, or we may be subject 8% tax on any resultant gain if we sell assetsainsactions that are considered to be
prohibited transactions.

The tax on prohibited transactions will limit our ability to engage in transactions, including certairmethods of securitizing mortgage
loans, that would be treated as sales for federat¢éome tax purposes.

A REIT’s net income from prohibited tracions is subject to a 100% tax. In general, fitdd transactions are sales or other
dispositions of property, other than foreclosureperty, but including mortgage loans, held prinyaidr sale to customers in the ordinary
course of business. We might be subject to thisftar sold or securitized our assets in a mann&trwas treated as a sale for federal income
tax purposes. Therefore, to avoid the prohibitaddactions tax, we may choose not to engage iaicevdles of assets at the REIT level and
may securitize assets only in transactions thatraeted as financing transactions and not as &al¢ax purposes even though such
transactions may not be the optimal execution preaax basis.

We could avoid any prohibited transaditax concerns by engaging in securitization tretisas through a TRS, subject to certain
limitations as described above. To the extentweéengage in such activities through domestic TRf&sincome associated with such activi
will be subject to federal (and applicable staté kxcal) corporate income tax.

Characterization of the repurchase agreements we &t into to finance our investments as sales for fapurposes rather than as secured
lending transactions would adversely affect our altity to qualify as a REIT.

We anticipate entering into several repase agreements with a variety of counterpanieshieve our desired amount of leverage for
the assets in which we invest. When we enter imgparchase agreement, we generally sell assets twounterparty to the agreement and
receive cash from the counterparty. The counteypsutbligated to resell the assets back to useaehd of the term of the transaction, which is
typically 30-90 days. We believe that for federaldme tax purposes we will be treated as the owiire assets that are the subject of
repurchase agreements and that the repurchaseregrisewill be treated as secured lending transastiotwithstanding that such agreements
may transfer record ownership of the assets tadaterparty during the term of the agreemens ftdssible, however, that the IRS could
successfully assert that we did not own these sigseing the term of the repurchase agreementghich case we could fail to qualify as a
REIT.

Complying with REIT requirements may limit our abil ity to hedge effectively.

The REIT provisions of the Internal ReverCode substantially limit our ability to hedgertgage-backed securities and related
borrowings. Under these provisions, our annualgilesome from qualifying and non-qualifying hedgegiether with any other income not
generated from qualifying real estate assets, daxueed 25% of our gross income. In addition,aggregate gross income from non-
qualifying hedges, fees, and certain other nonifyirady sources cannot exceed 5% of our annual grassme. As a result, we might have to
limit our use of advantageous hedging techniquésiplement those hedges through a TRS, which vemihto form following the completion
of this offering. This could increase the cost of bedging activities or expose us to greater ridsociated with changes in interest rates than
we would otherwise want to bear.

We may be subject to adverse legislative or regulaty tax changes that could reduce the market pricef our common stock.

At any time, the federal income tax lawwsegulations governing REITs or the administmiivterpretations of those laws or regulations
may be amended. We cannot predict when or if amyfaderal income tax law, regulation or administinterpretation, or any amendmer
any existing federal income tax law, regulatioradministrative interpretation, will be adopted, prdgated or become effective and any such
law, regulation or interpretation may take effetoactively. We and our stockholders could be esblg affected by any such change in, or
any new, federal income tax law, regulation or adstiative interpretation.
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Dividends payable by REITs do not qualify for the educed tax rates

Legislation enacted in 2003 generallyus the maximum tax rate for dividends payabotoestic stockholders that are individuals,
trusts and estates from 38.6% to 15% (through 2@i®)dends payable by REITs, however, are generait eligible for the reduced rates.
Although this legislation does not adversely affidet taxation of REITs or dividends paid by REIF& more favorable rates applicable to
regular corporate dividends could cause investtis are individuals, trusts and estates to perdaivestments in REITSs to be relatively less
attractive than investments in stock of non-RElTpooations that pay dividends, which could advarsdiect the value of the stock of REITSs,
including our common stock.
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F ORWARD-LOOKING STATEMENTS

We make forward-looking statements iis fiiospectus that are subject to risks and unoé&dsi These forward-looking statements
include information about possible or assumed &utesults of our business, financial conditionyiliity, results of operations, plans and
objectives. When we use the words “believe,” “expeéanticipate,” “estimate,” “plan,” “continue,”ihtend,” “should,” “may,” “would,” “will”
or similar expressions, we intend to identify forddooking statements. Statements regarding tHewiahg subjects, among others, are
forward-looking by their nature:

our business and investment strate

our projected operating resul

our ability to obtain future financing arrangeme!

general volatility of the securities markets in ethive invest

our expected investmen

interest rate mismatches between our mort-backed securities and our borrowings used to fuetd purchase:
changes in interest rates and mortgage prepay st

effects of interest rate caps on our adjus-rate mortgag-backed securitie:

rates of default or decreased recovery rates omgastments

prepayments of the mortgage and other loans uridgrur mortgag-backed or other as-backed securitiet
the degree to which our hedging strategies mayay mot protect us from interest rate volatili

changes in governmental regulations, tax law atesrand similar matter

availability of investment opportunities in reatas-related and other securitie

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,dblet securities markets or the general economy

use of the proceeds of this offerir

The forward-looking statements are basedur beliefs, assumptions and expectations ofudure performance, taking into account all

information currently available to us. You shoulnt place undue reliance on these forward-lookiatgestents. These beliefs, assumptions and

expectations can change as a result of many pessifeints or factors, not all of which are knownisoSome of these factors are described in
this prospectus under the headings “Summary,” “Riz&tors,” “Management’s Discussion and Analysifiofincial Condition and Results of
Operations” and “Business.” If a change occurs,business, financial condition, liquidity and réswf operations may vary materially from
those expressed in our forward-looking statemeinyg.forward{ooking statement speaks only as of the date octwihis made. New risks a

uncertainties arise from time to time, and it igpossible for us to predict those events or how thay affect us. Except as required by law, we
are not obligated to, and do not intend to, updatevise any forward-looking statements, whetfsea aesult of new information, future events
or otherwise.
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U SE OF PROCEEDS

We estimate that our net proceeds fragnrhial public offering of our shares of commdock, after deducting the underwriting
discount and our estimated offering and organinafiexpenses, will be approximately $ 469.0 milljbased on the price on the cover of this
prospectus). We estimate that our net proceedwitlpproximately $ 539.5 million if the underwrgexercise their overallotment option in
full. In addition, we may at our option pay the endgriters an aggregate amount of up to 0.25% oatgregate proceeds raised from sales of
shares sold in the offering based on the undemstipeerformance in relation to the offering.

Concurrent with this offering, we als@ext to sell 9.8% of our shares, excluding shassursuant to the underwriters’ exercise of
their overallotment option and shares of our rettd common stock approved to be granted to owutixve officers and employees of our
Manager and to our independent directors, to Anatly price per share equal to the initial pubffering price. No underwriting discount is
payable in connection with the sale of shares toayn We plan to invest the net proceeds of thierofg and the concurrent sale of shares to
Annaly in accordance with our investment objectiged the strategies described in this prospectss:‘Business—Our Investment Strategy.”

We intend to invest the net proceedsisf offering in prime and Alt-A mortgage loans, ragency RMBS, Agency RMBS and ABS,
CDOs, CMBS and other consumer or hon-consumer Aitally, we expect to focus our investment adies on purchasing residential
mortgage loans that have been originated by skightquality originators, including the retail ldnd operations of leading commercial banks,
and non-Agency RMBS. As the diligence and acquisitead times for residential mortgage loans amgéo than for non-Agency RMBS
purchases, we expect our investment portfolio ebitlitset to be weighted toward non-Agency RMBSjesaitto maintaining our REIT
qualification and our 1940 Act exemption, but we@eot our investment portfolio to become weighteda residential mortgage loans over
the next three to six months. Until appropriateestments can be identified, our Manager may ineshet proceeds of this offering and the
concurrent sale of shares to Annaly in interestibhgashort-term investments, including money madadounts, that are consistent with our
intention to qualify as a REIT. These investmemésexpected to provide a lower net return than aetto achieve from investments in our
intended use of proceeds of this offering. We ekfieceallocate a portion of the net proceeds ftbim offering into a more diversified portfo
of investments within six months, subject to thaikability of appropriate investment opportuniti€ur Manager intends to conduct due
diligence with respect to each investment and bldtenvestment opportunities may not be immediateigilable. To the extent we raise more
proceeds in this offering, we will make more invashts. To the extent we raise less proceeds irotfésng, we will make fewer investments.
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D ISTRIBUTION POLICY

We intend to elect and qualify to be thes a REIT for federal income tax purposes comimgneith our taxable year ending on
December 31, 2007. Federal income tax law reqtiiratsa REIT distribute with respect to each yedeast 90% of its REIT taxable income,
determined without regard to the deduction fordkvids paid and excluding any net capital gainutfaash available for distribution is less
than 90% of our REIT taxable income, we could lmpied to sell assets or borrow funds to make désthibutions or we may make a portion
of the required distribution in the form of a talebtock distribution or distribution of debt seities. We will not be required to make
distributions with respect to activities conductebugh the TRS which we intend to form followirigetcompletion of this offering. For more
information, please see “Certain Federal Income Cansiderations—Taxation of Our Company.”

To satisfy the requirements to qualifygeREIT and generally not be subject to federabiime and excise tax, we intend to make regular
quarterly distributions of all or substantially afilour REIT taxable income to holders of our conmnstock out of assets legally available
therefor. Any future distributions we make will Bethe discretion of our board of directors and délpend upon our earnings and financial
condition, maintenance of our REIT status, appliegoovisions of the Maryland General Corporati@w, or MGCL, and such other factors
our board of directors deems relevant. Our earrémgkfinancial condition will be affected by vargofactors, including the net interest and
other income from our portfolio, our operating enpes and any other expenditures. For more infoomagarding risk factors that could
materially adversely affect our earnings and finanmondition, please see “Risk Factors.”

We anticipate that our distributions generally Wi taxable as ordinary income to our stockhold®tBpugh a portion of the distributic
may be designated by us as qualified dividend ircomcapital gain or may constitute a return ofitepVe will furnish annually to each of
our stockholders a statement setting forth distidims paid during the preceding year and theirattarization as ordinary income, return of
capital, qualified dividend income or capital gaior more information, please see “Certain Feda@me Tax Considerations—Taxation of
Stockholders.”
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C APITALIZATION

The following table sets forth (1) outwal capitalization at September 25, 2007 and (2)capitalization as adjusted to reflect the e

of the sale of our common stock in this offeringaatassumed offering price of $ 15.00 per shaer détducting the underwriters’ commissions

and estimated organizational and offering expepagable by us and the concurrent offering to Anéil9.8% of our common stock at the
same assumed offering price. You should read dhiettogether with “Use of Proceeds” included elsese in this prospectus.

As of September 25, 2007

Actual As Adjusted(1)(2)(3)
Stockholders equity:
Common stock, par value $0.01 per share; 1,00@slearthorized, 1,000 shares outstanding, actual

and 500,000,000 shares authorized and 36,954, %t&ssbutstanding, as adjusted $ 1c  $ 369,54¢
Additional paic-in-capital (5) 290,99( 522,954,17

Total stockholder’ equity $ 291,000 % 523,323,72

(1) Assumes 33,333,334 shares will be sold in thisrmifeat an initial offering price of $15.00 per sh&or net proceeds of approximat
$469.0 million after deducting the underwritershumission and estimated organization and offerirgeases of approximately $1.0
million and the concurrent offering to Annaly 08% of our common stock. We will repurchase the @ §ares currently owned by
Annaly at the same $1.00 per share Annaly purchémsd. The shares sold to Annaly will be sold ataffering price without payment
of any underwriter commission. Se“Use of Proceecd”

(2) Does not include the underwrit’ option to purchase or place up to 5,000,000 aduitishares

(3) Does not include the payment of a discretionaryamo the underwriters of up to 0.25% of the aggte proceeds raised from sales of

shares sold in the offering based on the undems’ performance in relation to the offerir

(4) Does notinclude 1,301,000 shares of restrictedneomstock approved as grants pursuant to our efuigntive plan

(5)  Upon the successful completion of this offering, wit reimburse our Manager for all costs incuriedconnection with our formatiol
organization and this offering, which are expedtetde $1.0 million
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MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

We are a newly-formed specialty finanompany that will invest in residential mortgagenisaresidential mortgage-backed securities,
real estate-related securities and various otremt atasses. We will be externally managed by FIDWe intend to elect and qualify to be
taxed as a real estate investment trust, or REfTfelleral income tax purposes.

Our objective is to provide attractivekrdadjusted returns to our investors over the l@mgy, primarily through dividends and seconde
through capital appreciation. We intend to achidgn® objective by investing in a broad class oéfinial assets to construct an investment
portfolio that is designed to achieve attractiwk+adjusted returns and that is structured to cpmth the various federal income tax
requirements for REIT status.

Our investment strategy is intended ke tadvantage of opportunities in the current irderate and credit environment. We will adjust
our strategy to changing market conditions by Bigfour asset allocations across these various elssses as interest rate and credit cycles
change over time. We believe that our strategy,bioed with our Manager’s experience, will enabléaipay dividends and achieve capital
appreciation throughout changing market cycles.éifeect to take a long-term view of assets andliieds, and our reported earnings and
mark-to-market valuations at the end of a finanagabrting period will not significantly impact oabjective of providing attractive risk-
adjusted returns to our stockholders over the kengr. We have not yet made any investments.

We will use leverage to seek to increasepotential returns and to fund the acquisitibour assets. Our income will be generated
primarily by the difference, or net spread, betwtenincome we earn on our assets and the cosirdfarowings. We expect to finance our
investments using a variety of financing sourcetuiting repurchase agreements, warehouse facilg@siritizations, commercial paper and
term financing CDOs. We expect to manage our deghtitizing interest rate hedges, such as intenast swaps, to reduce the effect of interest
rate fluctuations related to our debt.

We expect the results of our operatianse affected by various factors, many of whichlagond our control. Our results of operations
will primarily depend on, among other things, thed| of our net interest income, the market valueun assets, and the supply of and demand
for such assets. Our net interest income, whidecetf the amortization of purchase premiums andetion of discounts, varies primarily as a
result of changes in interest rates, borrowings;astd prepayment speeds, which is a measurembotofuickly borrowers pay down the
unpaid principal balance on their mortgage loans.

Prepayment SpeedBrepayment speeds, as reflected by the Constgmay@nent Rate, or CPR, vary according to intergesrahe type
of investment, conditions in financial markets, gatition and other factors, none of which can kesljoted with any certainty. In general,
when interest rates rise, it is relatively lessaative for borrowers to refinance their mortgaganis, and as a result, prepayment speeds tend tc
decrease. When interest rates fall, prepaymentsgeead to increase. For mortgage loan and RMB&stnvents purchased at a premium, as
prepayment speeds increase, the amount of inconeamedecreases because the purchase premiumdv®iptiie bonds amortizes faster than
expected. Conversely, decreases in prepaymentspesdt in increased income and can extend thecever which we amortize the
purchase premium. For mortgage loan and RMBS invests purchased at a discount, as prepayment speeglase, the amount of income
earn increases because of the acceleration ottreten of the discount into interest income. Gansely, decreases in prepayment speeds
result in decreased income and can extend thechevier which we accrete the purchase discountimévest income.

Rising Interest Rate Environmess indicated above, as interest rates rise, prepayspeeds generally decrease, increasing ouestter
income. Rising interest rates, however, increasdioancing costs which may result in a net negatiapact on our net interest income. In
addition, if we acquire Agency and non-Agency RM&MHateralized by monthly reset adjustable-ratetgames, or ARMs, and three- and five-
year hybrid ARMs, such interest rate increases Ish@sult in decreases in our net investment ingasehere could be a timing misma
between the interest rate reset dates on our RMBtHpo and the financing costs of these investtaeklonthly reset ARMs are ARMs on
which coupon rates reset monthly based on indigels as one-month LIBOR. Hybrid ARMs are mortgadred have interest rates that are
fixed for an initial period (typically three, fivegven or 10 years) and thereafter reset at reguéawals subject to interest rate caps.
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With respect to our future floating ratgestments such as CDO securities, such inteagsimcreases should result in increases in ot
investment income because our floating rate assetgreater in amount than the related floating liabilities. Similarly, such an increase in
interest rates should generally result in an insgea our net investment income on future fixe@iatestments made by us because our fixed-
rate assets would be greater in amount than oed4iate liabilities. We expect, however, that axed-rate assets would decline in value in a
rising interest rate environment and that our netrest spreads on fixed rate assets could denliagising interest rate environment to the
extent such assets are financed with floating deats.

Credit Risk.One of our strategic focuses is assets which wievzeto be of high credit quality. We believe thisategy will keep our
credit losses and financing costs low. We retagnrisk of potential credit losses on all of theidestial mortgage loans we hold in our portfc
Additionally, some of our investments in RMBS maydualifying interests for purposes of maintaining exemption from the 1940 Act
because we retain a 100% ownership interest inrlderlying loans. If we purchase all classes adéhsecuritizations, we have the credit
exposure on the underlying loans. Prior to the Ipase of these securities, we intend to conduceaddigence process that allows us to remove
loans that do not meet our credit standards basdoam-to-value ratios, borrower’s credit scoreaspime and asset documentation and other
criteria that we believe to be important indicatiaf credit risk.

Size of Investment Portfolidhe size of our investment portfolio, as measunethb aggregate unpaid principal balance of ourtgagre
loans and aggregate principal balance of our mgeigalated securities and the other assets we @36 a key revenue driver. Generally, as
the size of our investment portfolio grows, the amtoof interest income we receive increases. Tigetanvestment portfolio, however, drives
increased expenses as we incur additional intergmnse to finance the purchase of our assets.

Since changes in interest rates may fagnitly affect our activities, our operating resuliepend, in large part, upon our ability to
effectively manage interest rate risks and prepaymisks while maintaining our status as a REIT.

Current EnvironmentWhile the current situation in the sub-prime mogtgaector may provide us opportunities, the cunezatkness in
the broader mortgage market could adversely affieetor more of our potential lenders and could eaune or more of our potential lenders to
be unwilling or unable to provide us with financing general, this could potentially increase anaficing costs and reduce our liquidity. We
expect to use a number of sources to finance aaistiments, including repurchase agreements, waselfaailities, securitizations, asset-
backed commercial paper and term CDOs. Currenteadnditions have affected the cost and avaitghifi financing from each of these
sources—and their individual providers—to differdegrees; some sources generally are unavailabtes are available but at a high cost, and
some are largely unaffected. For example, in thanehase agreement market, borrowers have beaneadfdifferently depending on the type
of security they are financing. Non-Agency RMBS édeen harder to finance, depending on the tyjssits collateralizing the RMBS. The
amount, term and margin requirements associatddthtse types of financings have been impacted.

Currently, warehouse facilities to finanghole loan prime residential mortgages are gdperaailable from major banks, but at
significantly higher cost and greater margin reguients than previously offered. Many major banke wfifier warehouse facilities have also
reduced the amount of capital available to newagrisrand consequently the size of those facilitfeered now are smaller than those
previously available.

It is currently a challenging market ¢éorh finance whole loans through securitization@mnds issued by a CDO structure. The highly
rated senior bonds in these securitizations and 8@@@tures currently have liquidity, but at mucller spreads than issues priced earlier this
year. The junior subordinate tranches of thesettras currently have few buyers and current mar&etlitions have forced issuers to ret
these lower rated bonds rather than sell them.

Certain issuers of asset-backed commigrajzer (or ABCP) have been unable to place (dy ttodir securities, which has resulted, in
some instances, in forced sales of MBS and ottergies which has further negatively impacted itierket value of these assets. These m
conditions are fluid and likely to change over tilAs a result, the execution of our investmenttegy may be dictated by the cost and
availability of financing from these different sges.

If one or more major market participafiaits, it could negatively impact the marketabildf/all fixed income securities and this could
negatively impact the value of the securities wguae, thus reducing our net book
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value. Furthermore, if many of our potential leredare unwilling or unable to provide us with finang; we could be forced to sell our
securities or residential mortgage loans at anpondpine time when prices are depressed.

Critical Accounting Policies

Our financial statements will be prepairedccordance with accounting principles generatigepted in the United States of America, or
GAAP. These accounting principles may require uniédke some complex and subjective decisions ardssents. Our most critical
accounting policies will involve decisions and asseents that could affect our reported assetsiabititles, as well as our reported revenues
and expenses. We believe that all of the decisaosassessments upon which our financial statemaihtse based will be reasonable at the
time made and based upon information availablestatuhat time. We will rely on independent pricofgour assets at each quarter’s end to
arrive at what we believe to be reasonable est#raftéair market value. We have identified whathetieve will be our most critical
accounting policies to be the following:

Loans and Securities Held for Investment

We will purchase residential mortgagenjyeRMBS, ABS, CDOs and CMBS, a portion of whichyrba held for investment. Loans or
securities held for investment are intended toddd to maturity and, accordingly, will be reporegtdamortized cost, unless we determine that
we are an investment company for accounting pugposder American Institute of Certified Public Aaotants, or AICPA, Statement of
Position 07-1Clarification of the Scope of the Audit and AcciangiGuide Investment Companies and Accounting bgrR&ompanies and
Equity Method Investors for Investments in Investf@®mpanie;, or SOP 07-1, effective January 1, 2008, in witiake they would be
reported at fair value. We are currently evaluathig new guidance and have not determined whethewill be required to apply the
provisions of this SOP in our financial statememtsgntation.

We will determine fair value of our assat the end of each quarter by using the averbigér walue estimates provided by independent
dealers in the securities and loans and/or thirtygmicing services, which use information wittspect to transactions in such assets,
guotations from dealers, market transactions fongarable assets, various relationships betweemsaase yield to maturity in determining
value. If dealers or the independent pricing s@wiare unable to provide a price for an asset,tbeiprice provided by them is deemed
unreliable by our Manager, then the asset will bleied at its fair value as determined in good fhittour Manager. In such circumstances, our
Manager will give consideration to a number of éast which may include, among others, the following

. an evaluation of the forces which influence theketin which the securities are purchased and :
. the type, size and cost of the as

. the financial statements of the isst

. the credit quality and cash flow of the issuerdobsn our Manag’s or external analysi

. the information as to any transactions in or offerghe asse!

. the price and extent of public trading in similasets

. the coupon payment

. the quality, value and saleability of collaterélamy, securing the asset;

. other relevant factor:

These assets held for investment wiN&leed quarterly to determine if an other-ttamporary impairment exists. If upon completiol
the valuation, the fair value of the underlyinglatgral securing the impaired loan/security is bss the net carrying value of the
loan/security, an allowance will be created wittoaresponding charge to the provision for lossesallowance for each loan/security woulc
maintained at a level believed adequate by managetmabsorb probable losses. We may elect tadelin/security held for investment due
to adverse changes in credit fundamentals. Onceédteemination has been made by us that we wilbnger hold the loan for investment, we
will account for the loan at the lower of amortizambt or estimated fair value. The reclassificatibthe loan/security and recognition of
impairments could adversely affect our reportedhiegs.

45




Classifications of Investment Securitie

We expect our investments in RMBS willdsemarily classified as available-for-sale sedastthat are carried on the balance sheet at
their fair value. This classification will resutt thanges in fair value being recorded as balameetsadjustments to accumulated other
comprehensive income or loss, which is a compoagsitockholders’ equity. SOP 07-1 may require gnstthent to this accounting
methodology whereby the investments will be cargethir value, however the changes in fair valuiélve included in earnings. We are
currently evaluating this new guidance and havedetérmined whether we will be required to apply pihovisions of this SOP in our financial

statement presentation. If it is necessary to atlogticcounting methodology under SOP 07-1, gponted earnings could be materially
affected.

Investment Consolidation

For each investment we will make, we wilhluate the underlying entity that issued theistes we will acquire or to which we will
make a loan to determine the appropriate accounfirggrefer to guidance in Statement of Financiad@dmting Standards (SFAS) No. 140,
Accounting for Transfers and Servicing of Finandakets and Extinguishments of Liabilil, and FASB Interpretation No. (FIN) 46R,
Consolidation of Variable Interest Entitiegn performing our analysis. FIN 46R addressesg@ication of Accounting Research Bulletin No.
51, Consolidated Financial Statement® certain entities in which voting rights are effective in identifying an investor with a coolling
financial interest. An entity is subject to condalion under FIN 46R if the investors either do Imate sufficient equity at risk for the entity to
finance its activities without additional subordie@ financial support, are unable to direct thétgatactivities, or are not exposed to the
entity’s losses or entitled to its residual retufivariable interest entities” or “VIES"). Variabiaterest entities within the scope of FIN 46R are
required to be consolidated by their primary begiafy. The primary beneficiary of a VIE is determihto be the party that absorbs a majority
of the entity’s expected losses, its expected nstusr both.

Valuations of Available-for-Sale Securities

We expect our available-for-sale secesitivill have fair values as determined with refeeeto price estimates provided by independent
pricing services and dealers in the securities.riedng is subject to various assumptions whichldagesult in different presentations of value.

When the fair value of an available-fatessecurity is less than its amortized cost foex@ended period, we will consider whether there
is an other-than-temporary impairment in the valfithe security. If, in our judgment, an other-ttamporary impairment exists, the cost basis
of the security is written down to the theurrent fair value, and the unrealized loss isdfamed from accumulated other comprehensive ls
an immediate reduction of current earnings (alsefloss had been realized in the period of oth@n-temporary impairment). The

determination of other-than-temporary impairmerd subjective process, and different judgmentsamsdmptions could affect the timing of
loss realization.

We will consider the following factors @ determining an other-than-temporary impairmengfsecurity or investment:

. The length of time and the extent to which the raadalue has been less than the amortized
. Whether the security has been downgraded by egratiency; an

. Our intent to hold the security for a period of éisufficient to allow for any anticipated recovamymarket value

The determination of other-than-tempotiargairment is made at least quarterly. If we deaiae an impairment to be other than
temporary we will need to realize a loss that wdwdgte an impact on future income.

Interest Income Recognition

Interest income on available-for-saleusities and loans held for investment will be retiagd over the life of the investment using the
effective interest method. Interest income on maggbacked securities is recognized using theteféemterest method as described by SFAS
No. 91,Accounting for Nonrefundable Fees and Costs Asgetiaith Originating or Acquiring Loans and Initillirect Costs of Leasedor
securities of high credit quality and Emerging Essrask Force No. 99-2Bgcognition of Interest Income and Impairment orcRased and
Retained Beneficial Interests in Securitized Finah&ssets, for all other securities. Interest income on aeld for investment is recognized
based on the contractual terms of the loan instnisnéncome
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recognition will be suspended for loans when, e dpinion of management, a full recovery of incand principal becomes doubtful. Income
recognition will be resumed when the loan beconmegractually current and performance is demonsiraide resumed. Any loan fees or
acquisition costs on originated loans or securitidisbe capitalized and recognized as a compooéitterest income over the life of the
investment using the effective interest method.

Under SFAS No. 91 and Emerging Issue& Fasce No. 99-20, management will estimate, atithe of purchase, the future expected
cash flows and determine the effective interest batsed on these estimated cash flows and ourgaeghrice. As needed, these estimated cast
flows will be updated and a revised yield computaded on the current amortized cost of the investnhe estimating these cash flows, there
will be a number of assumptions that will be subjeaincertainties and contingencies. These incthdeate and timing of principal payments
(including prepayments, repurchases, defaults ignéiations), the pass-through or coupon rate atetést rate fluctuations. In addition,
interest payment shortfalls due to delinquencietherunderlying mortgage loans, and the timinghefmagnitude of credit losses on the
mortgage loans underlying the securities have toigmentally estimated. These uncertainties amtirngencies are difficult to predict and
subject to future events that may impact managemestimates and our interest income.

Security transactions will be recordedlmmtrade date. Realized gains and losses froarigetransactions will be determined based
upon the specific identification method and recdrde gain (loss) on sale of available for sale iéesiand loans held for investment in the
statement of income.

We will account for accretion of discosior premiums on available-for-sale securitiesr@adl estate loans using the effective interest
yield method. Such amounts will be included asrammnent of interest income in the income staten

Accounting For Derivative Financial Instruments

Our policies permit us to enter into dative contracts, including interest rate swapsiatetest rate caps, as a means of mitigating our
interest rate risk. We intend to use interest datévative instruments to mitigate interest rask mather than to enhance returns.

We will account for derivative financiaktruments in accordance with SFAS No. 188counting for Derivative Instruments and
Hedging Activities, as amended and interpreted. SFAS No. 133 reqairesntity to recognize all derivatives as eithesess or liabilities in the
balance sheets and to measure those instrumeais \alue. Additionally, the fair value adjustmemtill affect either other comprehensive
income in stockholders’ equity until the hedgeditis recognized in earnings or net income dependimghether the derivative instrument
qualifies as a hedge for accounting purposes &sd, the nature of the hedging activity.

In the normal course of business, we os®ya variety of derivative financial instrumerntsrtanage, or hedge, interest rate risk. These
derivative financial instruments must be effeciiveeducing our interest rate risk exposure in otdequalify for hedge accounting. When the
terms of an underlying transaction are modifiedwben the underlying hedged item ceases to efisthanges in the fair value of the
instrument are marked-to-market with changes inevadcluded in net income for each period untildieeivative instrument matures or is
settled. Any derivative instrument used for riskr/@agement that does not meet the hedging criterimiked-to-market with the changes in
value included in net income.

Derivatives will be used for hedging pesps rather than speculation. We will rely on gtiotas from a third party to determine these
values. If our hedging activities do not achieve @esired results, our reported earnings may beradiy affected.

Reserve for Possible Credit Losses

The expense for possible credit lossepimection with debt investments is the chargeatmings to increase the allowance for possible
credit losses to the level that management estgniatbe adequate considering delinquencies, Igssrience and collateral quality. Other
factors considered relate to geographic trendgpandiuct diversification, the size of the portfoéind current economic conditions. Based upon
these factors, we will establish the provisiongossible credit losses by category of asset. Whisrprobable that we will be unable to collect
all amounts contractually due, the account is amrsid impaired.

Where impairment is indicated, a valuatierite-down or write-off is measured based upandhcess of the recorded investment amount
over the net fair value of the collateral, as rextliby selling costs. Any deficiency
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between the carrying amount of an asset and theatest price of repossessed collateral is cham#tetallowance for credit losses.
Income Taxes

We intend to elect and qualify to be thas a REIT for the taxable year ended Decembe2(®X7. Accordingly, we will generally not be
subject to corporate federal or state income takeaextent that we make qualifying distributioa®tr stockholders, and provided we satisfy
on a continuing basis, through actual investmedtaperating results, the REIT requirements inclgdiartain asset, income, distribution and
stock ownership tests. If we fail to qualify as BIR, and do not qualify for certain statutory rélpeovisions, we will be subject to federal, state
and local income taxes and may be precluded froafifgung as a REIT for the subsequent four taxat@ars following the year in which we
lost our REIT qualification. Accordingly, our failel to qualify as a REIT could have a material aseémpact on our results of operations and
amounts available for distribution to our stockleskd

The dividends paid deduction of a REITdaalifying dividends to its stockholders is cortgrliusing our taxable income as opposed to
net income reported on the financial statementsaldl@ income, generally, will differ from net incemeported on the financial statements
because the determination of taxable income iscbasdax provisions and not financial accountiniggples.

We may elect to treat certain of our sdibsies as TRSs. In general, a TRS of ours magt hesets and engage in activities that we ci
hold or engage in directly and generally may engagay real estate or non-real estate-relatechkasi A TRS is subject to federal, state and
local corporate income taxes.

While our TRS will generate net incomer ®RS can declare dividends to us which will beluded in our taxable income and
necessitate a distribution to our stockholders.\@osely, if we retain earnings at the TRS leveldistribution is required and we can increase
book equity of the consolidated entity.

Recent Accounting Pronouncements

In September 2006, the Financial Accovntandards Board, or FASB, issued SFAS No. E&if,Value Measurement§SFAS 157").
SFAS 157 defines fair value, establishes a framkvi@rmeasuring fair value and requires enhancedalures about fair value measureme
SFAS 157 requires companies to disclose the féirevaf their financial instruments according taa falue hierarchy (i.e., levels 1, 2, and 3,
as defined). Additionally, companies are requieg@rovide enhanced disclosure regarding instrumarttee level 3 category (which require
significant management judgment), including a redation of the beginning and ending balances smpdy for each major category of assets
and liabilities. SFAS 157 will be effective for tkempany on January 1, 2008.

In February 2007, the FASB issued SFAS™®, The Fair Value Option for Financial Assets and Fingl Liabilities- Including an
amendment of FASB Statement No. 115 (“SFAS 159AS 159 permits entities to choose to measure rfinagcial instruments and certain
other items at fair value. Unrealized gains anddsson items for which the fair value option hasrbelected will be recognized in earnings at
each subsequent reporting dates. FAS 159 will feetdfe for the company commencing January 1, 2008.

In June 2007, the AICPA issued SOP OTkls SOP provides guidance for determining wheémeentity is within the scope of the
AICPA Audit and Accounting Guidevestment Companie®r the Guide. Entities that are within the scopthe Guide are required, among
other things, to carry their investments at falueawith changes in fair value included in earsinghe provisions of this SOP were deferred
indefinitely by the FASB on October 17, 2007.

Proposed FASB Staff Positiofhe FASB issued a proposed FSP FAS 140-d rel&ifgASB Statement No. 148¢ccounting for
Transfers of Financial Assets and Repurchase Fiman€ransactiong“FSP FAS 140”) to address questions where assethased from a
particular counterparty and financed through a relpase agreement with the same counterparty caorsdered and accounted for as sep
transactions. Currently, we intend to record swsgets and the related financing on a gross basisrigtatements of financial condition, and
corresponding interest income and interest expenger statements of operations and comprehensoame (loss). For assets representing
available-for-sale investment securities, as inaase, any change in fair value will be reportedugh other comprehensive income under
SFAS 115, with the exception of impairment lossesich will be recorded in the statement of operaiand comprehensive (loss) income as
realized losses. FASB's staff position required #iof the following criteria be met in order ¢ontinue the application of SFAS 140 as
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described above: (1) the initial transfer of angurehase financing cannot be contractually contiig®) the repurchase financing entered into
between the parties provides full recourse to thwesferee and the repurchase price is fixed; @Jittancial asset has an active market and the
transfer is executed at market rates; (4) the m@ranaintains the right to the collateral and #eder cannot re-pledge the asset prior to
settlement of the repurchase agreement; and (5pthechase agreement and financial asset do ratensimultaneously. FSP FAS 140 may
be subject to significant changes prior to findlia, which may impact our current assessmentsahipact upon adoption.

Results of Operations

As of the date of this prospectus, weehaet commenced any significant operations becaesare in our organization stage. We will
commence any significant operations until we hawemleted this offering. We are not aware of anyamat trends or uncertainties, other than
economic conditions affecting mortgage loans, magégbacked securities and real estate, genettadiyntay reasonably be expected to have a
material impact, favorable or unfavorable, on rexenor income from the acquisition of real estatated investments, other than those
referred to in this prospectus.

Liquidity and Capital Resources

Liquidity, which is our ability to turnam-cash assets into cash, allows us to purchasgomdd investment securities and to pledge
additional assets to secure existing borrowingsilshihhe value of our pledged assets decline. Piaténtmediate sources of liquidity for us
include cash balances and unused borrowing capébitysed borrowing capacity will change over tinsaglge market values of our investment
securities fluctuate. Our balance sheet also geeliguidity on an omgoing basis through mortgage principal repaymendsreet earnings he
before payment as dividends. Should our needsesgered these ogeing sources of liquidity plus the immediate sesrof liquidity discusse
above, we believe that in most circumstances owgsitiment securities could be sold to raise casé.m&intenance of liquidity is one of the
goals of our capital investment policy. Under thidicy, we limit asset growth to preserve unuseddwing capacity for liquidity management
purposes.

We anticipate that, upon repayment ohdamrrowing under a repurchase agreement, we sallthe collateral immediately for borrow
under a new repurchase agreement. We have nat ptekent time entered into any commitment agretsmeder which the lender would be
required to enter into new repurchase agreememisgla specified period of time.

Under repurchase agreements, we maychereel to pledge additional assets to our repuchgseement counterparties (i.e., lenders) in
the event the estimated fair value of the exisfilegiged collateral under such agreements declimsach lenders demand additional colla
(a “margin call”), which may take the form of addital securities or cash. Similarly, if the estiptafair value of investment securities increase
due to changes in market interest rates of madatdfs, lenders may release collateral back tSpacifically, margin calls result from a
decline in the value of the our investments seguoiar repurchase agreements, prepayments on thigages securing such investments and to
changes in the estimated fair value of such investengenerally due to principal reduction of sushestments from scheduled amortization
and resulting from changes in market interest ratesother market factors. Should prepayment speedise mortgages underlying our
investments or market interest rates suddenly &seremargin calls on our repurchase agreementd oesdlt, causing an adverse change in our
liquidity position.

Contractual Obligations and Commitments

We had no contractual obligations as of&mnber 2, 2007. We intend to enter into a manageagreement with FIDAC, a wholly-
owned subsidiary of Annaly. FIDAC is entitled txeéve a base management fee, incentive compensgatirin certain circumstances, a
termination fee and reimbursement of certain exggas described in the management agreement. &exhrid expenses do not have fixed
and determinable payments. The base managemestgagable quarterly in arrears in an amount etu&l75% per annum, calculated
quarterly, of our stockholders’ equity (as definedhe management agreement). Our Manager usgsdbeeds from its management fee in
part to pay compensation to its officers and emgdsywho, notwithstanding that certain of them alsoour officers, receive no cash
compensation directly from us. The base managefaenwill be reduced, but not below zero, by ourgamionate share of any CDO base
management fees FIDAC receives in connection vagh@DOs in which we invest, based on the percerdgaggquity we hold in such CDOs.
Our Manager will receive quarterly incentive comgegion in an amount equal to 20% of the dollar amdy which Core Earnings, on a
rolling four-quarter basis and before the incentivenagement fee, exceeds the product of (1)

49




the weighted average of the issue price per staak of our public offerings multiplied by the wghited average number of shares of common
stock outstanding in such quarter and (2) 0.50% phe-fourth of the average of the one month LIB@iR for such quarter and the previous
three quarters. For the initial four quarters faflog this offering, Core Earnings and the LIBOReratill be calculated on the basis of each of
the previously completed quarters on an annuakzeis. Core Earnings and LIBOR rate for the intja&rter will each be calculated from the
settlement date of this offering on an annualizasidy Core Earnings is a non-GAAP measure andfiisedias GAAP net income (loss)
excluding non-cash equity compensation expensdy@irg any unrealized gains, losses or other itdrasdo not affect realized net income
(regardless of whether such items are includedriarccomprehensive income or loss, or in net ingofMiee amount will be adjusted to exclt
one-time events pursuant to changes in GAAP artdinaron-cash charges after discussions betweelManager and our independent
directors and approval by a majority of our indeget directors. The incentive management fee wiltdgluced, but not below zero, by our
proportionate share of any CDO incentive manageifie@st FIDAC receives in connection with the CDOsvhrich we invest, based on the
percentage of equity we hold in such CDOs.

We expect to enter into certain contréttés contain a variety of indemnification obligats, principally with our Manager, brokers and
counterparties to repurchase agreements. The maxipotential future payment amount we could be meglio pay under these
indemnification obligations is unlimited.

Off-Balance Sheet Arrangements

As of November 2, 2007 we did not maimtany relationships with unconsolidated entitiefirmancial partnerships, such as entities o
referred to as structured finance, or special e variable interest entities, established ¢difate off-balance sheet arrangements or other
contractually narrow or limited purposes. Furttarof November 2, 2007 we had not guaranteed digatibns of unconsolidated entities or
entered into any commitment or intent to providdidnal funding to any such entities.

Dividends

To qualify as a REIT, we must pay anrdigidends to our stockholders of at least 90% oftanable income, determined without regard
to the deduction for dividends paid and excluding aet capital gains. We intend to pay regular tprbyr dividends to our stockholders. Before
we pay any dividend, whether for U.S. federal inediax purposes or otherwise, which would only bid pat of available cash to the extent
permitted under our warehouse and repurchasetiesiind commercial paper, we must first meet bathoperating requirements and
scheduled debt service on our warehouse lines thred debt payable.

Inflation

Virtually all of our assets and liabiis will be interest rate sensitive in nature. Assult, interest rates and other factors influenoe
performance far more so than does inflation. Chamgénterest rates do not necessarily correlathk inflation rates or changes in inflation
rates. Our financial statements are prepared iardaace with GAAP and our distributions will be elmhined by our board of directors
consistent with our obligation to distribute to @twockholders at least 90% of our REIT taxable inemn an annual basis in order to maintain
our REIT qualification; in each case, our acti\stend balance sheet are measured with refereinistéoical cost and/or fair market value
without considering inflation.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The primary components of our market sk related to credit risk, interest rate rislkegayment and market value risk. While we do not
seek to avoid risk completely, we believe the dak be quantified from historical experience arekge actively manage that risk, to earn
sufficient compensation to justify taking thoseksisnd to maintain capital levels consistent whfd isks we undertake.

Credit Risk

We will be subject to credit risk in camtion with our investments and face more credi an assets we own which are rated below
“AAA”. The credit risk related to these investmeptsrtains to the ability and willingness of the foovers to pay, which is assessed before
credit is granted or renewed and periodically rereié throughout the loan or security term. We beithat residual loan credit quality is
primarily determined by the borrowers’ credit ptedi and loan characteristics.

Our Manager will use a comprehensive itrediew process. Our Manager’s analysis of loackides borrower profiles, as well as
valuation and appraisal data. Our Manager’s ressuriclude a proprietary portfolio
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management system, as well as third party softegstems. Our Manager will utilize a third party diiégence firm to perform an independ:
underwriting review to insure compliance with ekigtguidelines. Our Manager will select loans fewview predicated on risk-based criteria
such as loan-tealue, borrowers credit score(s) and loan size.Nbamager will also outsource underwriting serviteseview higher risk loan
either due to borrower credit profiles or collateraluation issues. In addition to statistical séimptechniques, our Manager will create adv
credit and valuation samples, which we individuadlyiew. Our Manager will reject loans that faildenform to our standards. Our Manager
will accept only those loans which meet our undéimg criteria. Once we own a loan, our Managetis/gillance process includes ongoing
analysis through our proprietary data warehousesandcer files. Additionally, the non-Agency RMB&d other ABS which we will acquire
for our portfolio will be reviewed by our Managerénsure that we acquire non-Agency RMBS and AABS which satisfy our risk based
criteria. Our Manager’s review of non-Agency RMB®lather ABS will include utilizing its proprietaportfolio management system. Our
Manager’s review of non-Agency RMBS and other ABi# ne based on quantitative and qualitative arialg$ the risk-adjusted returns non-
Agency RMBS and other ABS present.

Interest Rate Risk

Interest rate risk is highly sensitivartany factors, including governmental monetary &xdolicies, domestic and international
economic and political considerations and othetofacbeyond our control.

We will be subject to interest rate rislconnection with our investments and our relatebt obligations, which are generally repurchase
agreements, warehouse facilities, securitizatiomroercial paper and term financing CDOs. Our repase agreements and warehouse
facilities may be of limited duration that are pelically refinanced at current market rates. Wendtto mitigate this risk through utilization of
derivative contracts, primarily interest rate svagpeements.

Interest Rate Effect on Net Interest Ino@

Our operating results will depend in Egart on differences between the income from meestments and our borrowing costs. Most of
our warehouse facilities and repurchase agreemehisrovide financing based on a floating rateikrest calculated on a fixed spread over
London Interbank Offered Rate, or LIBOR. The fixaatead will vary depending on the type of undedyé@sset which collateralizes the
financing. Accordingly, the portion of our portfolivhich consists of floating interest rate asselisb@ match-funded utilizing our expected
sources of short-term financing, while our fixeteiest rate assets will not be match-funded. Duypiergods of rising interest rates, the
borrowing costs associated with our investmentd terincrease while the income earned on our firégtest rate investments may remain
substantially unchanged. This will result in a paring of the net interest spread between the rlassets and borrowings and may even result
in losses. Further, during this portion of the iiest rate and credit cycles, defaults could in@easl result in credit losses to us, which could
adversely affect our liquidity and operating resuuch delinquencies or defaults could also hawdaerse effect on the spread between
interest-earning assets and interest-bearingiligisil

Hedging techniques are partly based saraed levels of prepayments of our fixed-rate aytatil adjustable-rate mortgage loans and
RMBS. If prepayments are slower or faster thanragsl) the life of the mortgage loans and RMBS wélllinger or shorter, which would
reduce the effectiveness of any hedging strategégesiay use and may cause losses on such transadtiedging strategies involving the us
derivative securities are highly complex and maydpice volatile returns.

Interest Rate Effects on Fair Value

Another component of interest rate riskhie effect changes in interest rates will havéhermarket value of the assets we acquire. We
will face the risk that the market value of ouredsswill increase or decrease at different rataa that of our liabilities, including our hedging
instruments.

We will primarily assess our intereseresk by estimating the duration of our assetsthedduration of our liabilities. Duration
essentially measures the market price volatilitfidncial instruments as interest rates changegéverally calculate duration using various
financial models and empirical data. Different misdad methodologies can produce different duratiombers for the same securities.

It is important to note that the impattbanging interest rates on fair value can chaigificantly when interest rates change beyond
100 basis points from current levels. Therefore,wblatility in the fair value of our assets couldrease significantly when interest rates
change beyond 100 basis points. In addition, ddmors impact the fair value of our interest ragmsitive investments and hedging
instruments, such as the shape of the
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yield curve, market expectations as to future agerate changes and other market conditions. Aaugly, in the event of changes in act
interest rates, the change in the fair value ofamsets would likely differ from that shown aboaed such difference might be material and
adverse to our stockholders.

Interest Rate Cap Risk

We will also invest in adjustable-raterigage loans and RMBS. These are mortgages or RiMB&ich the underlying mortgages are
typically subject to periodic and lifetime intereate caps and floors, which limit the amount bycktthe security’s interest yield may change
during any given period. However, our borrowingtsgaursuant to our financing agreements will nostigject to similar restrictions.
Therefore, in a period of increasing interest ratgsrest rate costs on our borrowings could iaseawithout limitation by caps, while the
interest-rate yields on our adjustable-rate mordagns and RMBS would effectively be limited. Thisblem will be magnified to the extent
we acquire adjustable-rate RMBS that are not basadortgages which are fully indexed. In additithre mortgages or the underlying
mortgages in an RMBS may be subject to periodiergay caps that result in some portion of the istelbeing deferred and added to the
principal outstanding. This could result in oure#at of less cash income on our adjustable-rategages or RMBS than we need in order to
pay the interest cost on our related borrowinggsehactors could lower our net interest incomeamise a net loss during periods of rising
interest rates, which would harm our financial ddod, cash flows and results of operations.

Interest Rate Mismatch Risk

We intend to fund a substantial portiboar acquisitions of hybrid adjustable-rate moggsand RMBS with borrowings that, after the
effect of hedging, have interest rates based oieésdand repricing terms similar to, but of somewgherter maturities than, the interest rate
indices and repricing terms of the mortgages andBBMT hus, we anticipate that in most cases thedsteate indices and repricing terms of
our mortgage assets and our funding sources wilbaddentical, thereby creating an interest ratematch between assets and liabilities.
Therefore, our cost of funds would likely rise all imore quickly than would our earnings rate osets. During periods of changing interest
rates, such interest rate mismatches could nedyatimpact our financial condition, cash flows amsults of operations. To mitigate interest
rate mismatches, we may utilize the hedging stiasedjscussed above.

Our analysis of risks is based on our dpat’s experience, estimates, models and assursplibese analyses rely on models which
utilize estimates of fair value and interest raesitivity. Actual economic conditions or implematidon of investment decisions by our
management may produce results that differ sigaifiy from the estimates and assumptions usedrimadels and the projected results sh
in this prospectus.

Prepayment Risk

As we receive prepayments of principatloese investments, premiums paid on such investmweéh be amortized against interest
income. In general, an increase in prepayment veiteaccelerate the amortization of purchase prens, thereby reducing the interest income
earned on the investments. Conversely, discounssiol investments are accreted into interest incémgeneral, an increase in prepayment
rates will accelerate the accretion of purchaseaodists, thereby increasing the interest incomeesgbom the investments.

Extension Risk

Our Manager will compute the projectedghieed-average life of our investments based onraptions regarding the rate at which the
borrowers will prepay the underlying mortgagesgémeral, when a fixed-rate or hybrid adjustable-rabrtgage loans or RMBS are acquired
with borrowings, we may, but are not required tigeinto an interest rate swap agreement or dtbdging instrument that effectively fixes
our borrowing costs for a period close to the @pdited average life of the fixed-rate portion of tlelated assets. This strategy is designed to
protect us from rising interest rates because thiing costs are fixed for the duration of theefl-rate portion of the related residential
mortgage-backed security.

However, if prepayment rates decreaseriging interest rate environment, the life of fixed-rate portion of the related assets could
extend beyond the term of the swap agreement er bedging instrument. This could have a negatiy@aict on our results from operations, as
borrowing costs would no longer be fixed after ¢inel of the hedging instrument while the income edron the hybrid adjustable-rate assets
would remain fixed. This situation may also causernarket value of our hybrid adjustable-rate asgetiecline, with little or no offsetting
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gain from the related hedging transactions. Inesm# situations, we may be forced to sell assetsiotain adequate liquidity, which could
cause us to incur losses.

Market Risk
Market Value Risk

Our available-for-sale securities willfedlected at their estimated fair value with ufizeal gains and losses excluded from earnings anc
reported in other comprehensive income pursuaBE&S No. 115, Accounting for Certain Investment®ebt and Equity Securities. The
estimated fair value of these securities fluctugrésarily due to changes in interest rates anérof#ctors. Generally, in a rising interest rate
environment, the estimated fair value of these iséesiwould be expected to decrease; converselg,decreasing interest rate environment
estimated fair value of these securities wouldjeeeted to increase.

Real Estate Risk

Residential property values are subjeestolatility and may be affected adversely by a benof factors, including, but not limited to,
national, regional and local economic conditionkifh may be adversely affected by industry slowd®and other factors); local real estate
conditions (such as an oversupply of housing); gkaror continued weakness in specific industry ssgsn construction quality, age and
design; demographic factors; and retroactive chawtgéuilding or similar codes. In addition, des@sin property values reduce the value of
the collateral and the potential proceeds availabieborrower to repay our loans, which could alsase us to suffer losses

Risk Management

To the extent consistent with maintaining REIT status, we will seek to manage risk exp@so protect our portfolio of residential
mortgage loans, RMBS, and mortgage securities @lated debt against the effects of major interg@st changes. We generally seek to manage
our risk by:

. monitoring and adjusting, if necessary, the res@g¢x and interest rate related to our MBS and imantings;
. attempting to structure our financings agreememtsave a range of different maturities, terms, dizaiions and interest rate
adjustment period:

. using derivatives, financial futures, swaps, oiaraps, floors and forward sales to adjust trera@st rate sensitivity of our MBS
and our borrowings

. using securitization financing to lower averaget@fgunds relative to shc-term financing vehicles further allowing us
receive the benefit of attractive terms for an edtl period of time in contrast to short term fitciag and maturity dates of the
investments included in the securitization;

. actively managing, on an aggregate basis, thedsiteate indices, interest rate adjustment perinid gross reset margins of «
MBS and the interest rate indices and adjustmetidghe of our financings
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Business
Our Company

We are a specialty finance company formedune 1, 2007 by Annaly, who may be deemed mmgter, that will invest in residential
mortgage loans, RMBS, real estate-related secsiatiel various other asset classes. We will be adtgrmanaged by FIDAC. We intend to
elect and qualify to be taxed as a real estatestnuent trust, or REIT, for federal income tax puagm

Our objective is to provide attractivekrdadjusted returns to our investors over the lemgy, primarily through dividends and seconde
through capital appreciation. We intend to achig objective by investing in a broad class oéfinial assets to construct an investment
portfolio that is designed to achieve attractiwk+adjusted returns and that is structured to cpmth the various federal income tax
requirements for REIT status and to maintain owfeston from regulation under the Investment Conypaat of 1940, or 1940 Act. We have
not yet made any investments.

We recognize that investing in our taegledsset classes is highly competitive, and thaMamnager will compete with many other
investment managers for profitable investment ofymities in these areas. Annaly and our Managee lodose relationships with a diverse
group of financial intermediaries, ranging frommairy dealers, major investment banks, and brokeiags to leading mortgage originators,
specialty investment dealers and financial sponsoraddition, we expect to benefit from our Mangg@analytical and portfolio management
expertise and technology. We believe that the coethand complementary strengths of Annaly and camadder give us a competitive
advantage over REITs with a similar focus to ours.

Our Manager

We will be externally managed and advisgdrIDAC pursuant to a management agreement.fAllio employees are employees of our
Manager or one of its affiliates. Our Manager fsxad-income investment management company speriglin managing investments in U.S.
government agency mortgage-backed securities, en&qgRMBS, which are mortgage pass-through ceatifig, collateralized mortgage
obligations and other mortgage-backed securitipesenting interests in or obligations backed hyigpof mortgage loans issued or guaranteed
by Fannie Mae, Freddie Mac and Ginnie Mae. Our Manalso has experience in managing investmemsrirAgency MBS and CDOs; real
estate-related securities; and managing interestsensitive strategies. Our Manager commencedesictvestment management operations in
1994. At September 30, 2007, our Manager was this@dor sub-adviser for funds with approximate®y/Sbbillion in net assets and $13.9
billion in gross assets, $9.6 billion of which wexgency RMBS. Recently, our Manager has begun teaga non-Agency RMBS and at
September 30, 2007 $4.3 billion in gross assets wmenon-Agency RMBS.

Our Manages’ offices are located at 1211 Avenue of the Ameri€auite 2902, New York, New York 10036 and thepgabne number
our Manager’s offices is 1-866-315-9930.

Our Manager will be responsible for adistigring our business activities and day-to-dayrapens. Pursuant to the terms of the
management agreement, our Manager will provideitisaur management team, including our officerenglwith appropriate support
personnel. Our Manager is at all times subjechéostupervision and oversight of our board of doectind has only such functions and
authority as we delegate to it.

Our Manager has well-respected and asted portfolio management resources for each ofavgeted asset classes and a sophisticatec
infrastructure supporting those resources, inclydiwvestment professionals focusing on residentiaitgage loans, Agency and non-Agency
RMBS and other asset-backed securities. We alsectxp benefit from our Manager’s finance and adstiation functions, which address
legal, compliance, investor relations and operatiomatters, including portfolio management, tralfiecation and execution, securities
valuation, risk management and information techgiel® in connection with the performance of its ésiti

We do not pay any of our employees argh @dmpensation. Rather, we pay our Manager arhasagement fee and incentive
compensation based on performance pursuant tetims f the management agreement.

Our Competitive Advantages
We believe that our competitive advansaigelude the following:
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Investment Strategy Designed to Perform in a Vayieff Interest Rate and Credit Environmen

We seek to manage our investment stratefglance both interest rate risk and credit Nk believe this strategy is designed to
generate attractive, risk-adjusted returns in &taof market conditions because operating comdgiin which either of these risks are
increased, or decreased, may occur at differemtgai the economic cycle. For example, there meapdyiods when interest-rate sensitive
strategies outperform credit-sensitive strategibsreby we would receive increased income over osir af financing, in which case our
portfolio’s increased exposure to this risk wouldheneficial. There may be other periods when tisitive strategies outperform interest-
rate sensitive strategies. Our current strategitaleges on two aspects of the current market cy€lest, our initial focus on high-quality
residential mortgage loans will provide us with tpgortunity to generate attractive, stable retenwen though the spread between long-term
interest rates and short-term interest rates &ively narrow and mortgage default rates are asirey. Second, the general re-pricing of RMBS
and other ABS, including non-investment grade @sashkas resulted in securities trading at lowenatgdns and higher yields. As a result, we
believe our focus on these markets will providevith an opportunity to buy securities at attractwaduations. Although we will face interest
rate risk and credit risk, we believe that with eygiate hedging strategies, as well as our ahititgvaluate the quality of targeted asset
investment opportunities, we can reduce these &rlisprovide attractive risk-adjusted returns.

Credit-Oriented Investment Approach

We will seek to minimize principal losfile maximizing risk-adjusted returns through ouaMger’s investment approach which is
based on rigorous quantitative and qualitative \aiglof credit risk. We review credit risk and athisks of loss associated with each of our
potential investments by considering, among othieigs, geographic concentration, insurer, induatrg certain other types of concentrations.
We may also reduce certain risks from sellers andicers through representations and warranties Mamager will monitor our overall
portfolio risk and determine appropriate levelpaivision for losses. We expect that our investnpemtfolio will be comprised of (1) high-
quality residential mortgage loans, which generatly loans made to prime borrowers exhibiting @angtrcredit history with a demonstrated
ability and willingness to pay, with minimum 80%alo-to-value, full documentation and full appraisalsd (2) non-Agency RMBS, and
CMBS, including investment grade and non-investngeatle and unrated classes. Accordingly, we theegpgct to provide investors with
diversification across a variety of real estate atier asset classes. We intend to source residlemdrtgage loans directly from originators
which we believe will provide us with attractivabyiced and differentiated assets. We also expeatitbfurther diversification and enhance the
return of our core portfolio of residential mortgagans by investing in RMBS and other ABS.

Experienced Investment Advisor

Our Manager has a long history of strpagormance across a broad range of fixed-incorsetgsincluding investing in a variety of
mortgage and real estate-related securities andtsting and marketing CDOs. Our Manager has aestment committee of our Manager’s
professionals consisting of Michael A.J. Farrelelvigton J. Denahan-Norris, James P. Fortescustdfher Konrad, Rose-Marie Lyght,
Ronald Kazel, Jeremy Diamond, Eric Szabo, and Matthambiase to advise and consult with our Managsghior management team with
respect to our investment policies, investmentfpliotholdings, financing and leveraging stratega@sl investment guidelines. Moreover, sc
of our Manager’s executives have had experienceaging assets through a variety of interest ratecagdit cycles since the early 1970s, and
have demonstrated the ability to generate risksadflreturns in these various interest rate ardlt@avironments. We expect to benefit from
this varied expertise, and believe that our Managegperienced investment team provides us witbrapetitive advantage relative to
companies that have management teams with lessienxpe.

Access to Annaly’s and Our Manager’s Relationships

We believe our relationship with Annatydsour Manager will provide us with access to @i of investment opportunities. Annaly
and our Manager have developed long-term relatipsshith a number of commercial and investment lsaarkd other financial intermediaries.
We believe these relationships will provide us vétrange of high-quality investment opportunities.

Access to Our Manager’s Systems and Infrastructure

We will have access to our Manager'sriteand administration functions which addressl]egenpliance, and operational matters and
promulgates and administers comprehensive polanesprocedures
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regarding important investment advisor matterduisiag portfolio management, trading allocation @&xecution, securities valuation, risk
management, investor relations, and informatiohrietogies in connection with the performance of Manager’s duties hereunder. Our
Manager has created a proprietary portfolio managesystem which we expect will provide us withoanpetitive advantage. Our Manager’s
personnel have created a comprehensive financadmihistrative infrastructure, an important compane a complex investment vehicle
such as a REIT. In addition, our Manager’s persbareeAnnaly’s employees and have had extensivergqce managing Annaly, which is a
REIT.

Alignment of Interests between Annaly, Our Managand Our Investors

Our Manager’s parent company, Annaly, dgreed to purchase 9.8% of our outstanding sladitersgiving effect to the shares issued in
this offering, excluding shares sold pursuant tothderwriters’ exercise of their overallotmentioptand shares of our restricted common
stock approved to be granted to our executive @ffi@and employees of our Manager and to our indkpdrdirectors. Moreover, a portion of
the fees that may be earned by our Manager comdigisentive compensation that is based on theuatitvat our Core Earnings exceeds a
specified threshold. We believe that Annaly’s inmesnt and our Manager’s ability to earn performaiees will align our Manager’s interests
with our interests.

Our Investment Strategy

Our objective is to provide attractivéuras to our investors over the long-term, primyattiirough dividends and secondarily through
capital appreciation. We intend to seek to achthisobjective by investing in a diversified inve&nt portfolio of residential mortgage loans,
real estate-related securities and real estate |@snwell as various other asset classes, subjatiintaining our REIT status and exemption
from registration under the 1940 Act. The RMBS, ABS31BS and CDO securities we purchase may inclodestment-grade and non-
investment grade classes, including the BB-ratethtBd and non-rated classes. Our investment giratiéfers from Annaly’s in that Annaly
primarily invests in Agency RMBS.

We will rely on our Manager’s expertiseidentifying assets within our target asset clasgée expect that our Manager will make
investment decisions based on various factorsydtiie) expected cash yield, relative value, risksatdjd returns, current and projected credit
fundamentals, current and projected macroeconoatisiderations, current and projected supply andasheincredit and market risk
concentration limits, liquidity, cost of financirand financing availability, as well as maintainimgr REIT qualification and our exemption
from registration under the 1940 Act.

Over time, we will modify our investmeaitocation strategy as market conditions changeetk to maximize the returns from our
investment portfolio. We believe this strategy, tdémed with our Manager’s experience, will enabldaipay dividends and achieve capital
appreciation throughout changing interest rateaadit cycles and provide attractive long-term mesuto investors.

Our targeted asset classes and the pahicivestments we expect to make in each arellasvi

Asset Class Principal Investments

Residential Mortgage Loans « Prime mortgage loans, which are mortgage loansctiv&form to the underwriting
guidelines of Fannie Mae and Freddie Mac, or AgeBuaidelines; and jumbo prime
mortgage loans, which are mortgage loans that confo the Agency Guidelines
except as to loan siz

« Alt-A mortgage loans, which are mortgage loans thatImaag been originated usi
documentation standards that are less stringentttteedocumentation standards
applied by certain other first lien mortgage loamghase programs, such as the
Agency Guidelines, but have one or more compergéictors such as a borrower
with a strong credit or mortgay

56




history or significant asset

Residential Mortgage-Backed Securities, * Non-Agency RMBS, including investment-grade and norestment grade classes,
or RMBS including the BE-rated, E-rated and nc-rated classe:

« Agency RMBS.
Other Asse-Backed Securities, or AB » Debt and equity tranches of collateralized debigaltions, or CDOs
« Commercial mortgac-backed securities, or CMB

e Consumer and n-consumer ABS, including investm-grade and nc-investmen
grade classes, including the -rated, E-rated and nc-rated classe:

We intend to invest the net proceedsisf offering primarily in the investments descrikazbve. Initially, we expect to focus our
investment activities on purchasing residential tgege loans that have been originated by selebtdpimlity originators, including the retail
lending operations of leading commercial banks, romttAgency RMBS. As the diligence and acquisitead times for residential mortgage
loans are longer than for non-Agency RMBS purchasesexpect our investment portfolio at the outsdie weighted toward non-Agency
RMBS, subject to maintaining our REIT qualificatiand our 1940 Act exemption, but we expect ourstwent portfolio to become weighted
toward residential mortgage loans over the nexetho six months. Our investment decisions, howeviirdepend on prevailing market
conditions and will change over time. As a resul,cannot predict the percentage of our assetsvilidte invested in each asset class or
whether we will invest in other classes of invegtiseWe may change our investment strategy andipslivithout a vote of our stockholders.

We intend to elect and qualify to be thas a REIT and to operate our business so asdrdmpt from registration under the 1940 Act,
and therefore we will be required to invest a satsal majority of our assets in loans secured bytgages on real estate and real esttted
assets. See “—Operating and Regulatory Struct@abject to maintaining our REIT qualification angr d 940 Act exemption, we do not have
any limitations on the amounts we may invest in ahgur targeted asset classes.

Investment Portfolio
The following briefly discusses the pijpal types of investments that we expect to make:
Residential Mortgage Loans

We intend to invest in residential moggdoans (mortgage loans secured by residentibpreperty) primarily through direct purchases
from selected high-quality originators. We intencehter into mortgage loan purchase agreementsawitimber of primary mortgage loan
originators, including mortgage bankers, commetoaiks, savings and loan associations, home bsjldezdit unions and mortgage conduits.
We may also purchase mortgage loans on the segomaket. We expect these loans to be secured plynby residential properties in the
United States.

We intend to invest primarily in resid@himortgage loans underwritten to our specifiaadior he originators will perform the credit
review of the borrowers, the appraisal of the prige securing the loan, and maintain other qualitytrol procedures. We expect to generally
consider the purchase of loans when the origindtave verified the borrowers’ income and assetsfi®@ their credit history and obtained
appraisals of the properties. We or a third paiityperform an independent underwriting review bétprocessing, underwriting and loan
closing methodologies that the originators useguialifying a borrower for a loan. Depending on $iee of the loans, we may not review all of
the loans in a pool, but rather select loans fatemwriting review based upon specific risk-baseteda such as property location, loan size,
effective loan-to-value ratio, borrowers’ credibse and other criteria we believe to be importadtdators of credit risk. Additionally, before
the purchase of loans, we will obtain representatend warranties from each originator stating ¢laah loan is underwritten to our
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requirements or, in the event underwriting excemgibave been made, we are informed so that we wsdyate whether to accept or reject the
loans. An originator who breaches these representaaind warranties in making a loan that we puwetmay be obligated to repurchase the
loan from us. As added security, we will use thwises of a third-party document custodian to iesitve quality and accuracy of all individual
mortgage loan closing documents and to hold themients in safekeeping. As a result, all of theionébloan collateral documents that are
signed by the borrower, other than the originatiitreerification documents, are examined, verifeed held by the third-party document
custodian.

We currently do not intend to originatentigage loans or provide other types of financmthe owners of real estate. We currently dc
intend to establish a loan servicing platform, éxpect to retain highly-rated servicers to sera@igemortgage loan portfolio. We may also
purchase certain residential mortgage loans omvécgeg-retained basis. In the future, however,may decide to originate mortgage loans or
other types of financing, and we may elect to servnortgage loans and other types of assets.

We expect that all servicers servicingloans will be highly rated by the rating agench& will also conduct a due diligence review of
each servicer before executing a servicing agreersenvicing procedures will typically follow FamnMae guidelines but will be specified in
each servicing agreement. All servicing agreemeiitsneet standards for inclusion in highly ratedntigage-backed or asset-backed
securitizations.

We expect that the loans we acquire lglfirst lien, single-family residential traditidrfaxed-rate, adjustable-rate and hybrid adjustable
rate loans with original terms to maturity of nobma than 40 years and are either fully amortizingre interest-only for up to 10 years, and
fully amortizing thereafter. Fixed-rate mortgagearie bear an interest rate that is fixed for treedifthe loan. All adjustable-rate and hybrid
adjustable-rate residential mortgage loans wilk lzgsinterest rate tied to an interest rate intléost loans have periodic and lifetime
constraints on how much the loan interest ratect@mge on any predetermined interest rate reset @ae interest rate on each adjustable-rate
mortgage loan resets monthly, semi-annually or atiyyand generally adjusts to a margin over a Ur8asury index or LIBOR index. Hybrid
adjustable-rate loans have a fixed rate for amairperiod, generally 3 to 10 years, and then cdrteeadjustable-rate loans for their remaining
term to maturity.

We will acquire residential mortgage Isdor our portfolio with the intention of eithercsgitizing them and retaining them in our
portfolio as securitized mortgage loans, or holdimgm in our residential mortgage loan portfolio. facilitate the securitization or financing of
our loans, we expect to generally create suboreioattificates, which provide a specified amountrefdit enhancement. We expect to issue
securities through securities underwriters anceeitbtain these securities or finance them in ¢épeirchase agreement market. There is no limit
on the amount we may retain of these below-investrgeade subordinate certificates. Until we seaeibur residential mortgage loans, we
expect to finance our residential mortgage loanfplo through the use of warehouse facilities agderse repurchase agreements.

Residential Mortgage-Backed Securities

We intend to invest in residential moggéacked securities, or RMBS, which are typicpHigs-through certificates created by the
securitization of a pool of mortgage loans thataiateralized by residential real estate properti

The securitization process is governedmy or more of the rating agencies, includingh-Ratings, Moody’s Investors Service and
Standard & Poor’s, who determine the respectivellass sizes, generally based on a sequentialgraystructure. Bonds that are rated from
AAA to BBB by the rating agencies are consideret/éistment grade.” Bond classes that are subordiodke BBB class are considered
“below-investment grade” or “non-investment gradehe respective bond class sizes are determinedilmasthe review of the underlying
collateral by the rating agencies. The paymentsived from the underlying loans are used to maketyments on the RMBS. Based on the
sequential payment priority, the risk of nonpaymenthe AAA RMBS is lower than the risk of nonpagmni for the non-investment grade
bonds. Accordingly, the AAA class is typically s@tia lower yield compared to the non-investmeatigrclasses which are sold at higher
yields.

We may invest in investment grade andingestment grade RMBS. We expect to evaluate thditccharacteristics of these types of
securities, including, but not limited to, loan &ate distribution, geographic concentration, priypgmpe, occupancy, periodic and lifetime cap,
weighted-average loan-to-value and weighted-aveFd@® score. Qualifying securities will then be lgmad using base line expectations of
expected prepayments and losses from given seisugrs and the current state of the fixed-incomaeket. Losses and prepayments are
stressed simultaneously based on a credit riskdoaselel. Securities in this portfolio are
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monitored for variance from expected prepaymenggjuencies, severities, losses and cash flow. Tikaldigence process is particularly
important and costly with respect to newly formeigjimators or issuers because there may be littleodnformation publicly available about
these entities and investments.

We may invest in net interest margin siies, or NIMs, which are notes that are payabdenfand secured by excess cash flow that is
generated by MBS or home equity loan-backed seéesirior HELOCS, after paying the debt service, agpe and fees on such securities. The
excess cash flow represents all or a portion ek&lual that is generally retained by the originafdhe MBS or HELOCSs. The residual is
illiquid, thus the originator will monetize the ptien by securitizing the residual and issuing &M\usually in the form of a note that is backed
by the excess cash flow generated in the underlgéagritization.

We may invest in mortgage pass-througtifimates issued or guaranteed by Ginnie Mae, iahtae or Freddie Mac. We refer to these
U.S. government agencies as Agencies, and to thigage pass-through certificates they issue oraguiee as Agency Mortgage Pass-through
Certificates. We may invest in collateralized magg obligations issued by the Agencies. We refélndee types of securities as Agency
CMOs, and we refer to Agency Mortgage Pass-thrabgificates and Agency CMOs as Agency RMBS.

Other Asset-Backed Securities

We intend to invest in securities issiredarious CDO offerings to gain exposure to bavdals, corporate bonds, ABS, mortgages,
RMBS and CMBS and other instruments. To avoid arya or perceived conflicts of interest with ouaiager, an investment in any such
security structured or managed by our Managerhweilapproved by a majority of our independent dinectTo the extent such securities are
treated as debt of the CDO issuer for federal iretem purposes, we will hold the securities disecubject to the requirements of our
continued qualification as a REIT as describeddertain Federal Income Tax Considerations — TarafcOur Company — Asset Tests.” To
the extent the securities represent equity intefiesh CDO issuer for federal income tax purposesmay be required to hold such securities
through a TRS which would cause the income receghizith respect to such securities to be subjefdderal (and applicable state and local)
corporate income tax. See “Risk Factors — Tax RisWée could fail to qualify as a REIT or we coulgcbme subject to a penalty tax if the
income we recognize from certain investments thatr@ated or could be treated as equity inteiesiforeign corporation exceed 5% of our
gross income in a taxable year.”

In general, CDO issuers are special mepehicles that hold a portfolio of income-prodigcassets financed through the issuance of
rated debt securities of different seniority andigg The debt tranches are typically rated basedash flow structure, portfolio quality,
diversification and credit enhancement. The egsgtyurities issued by the CDO vehicle are the “fass” piece of the CDO vehicle’s capital
structure, but they are also generally entitledltoesidual amounts available for payment after@O vehicle’s senior obligations have been
satisfied. Some CDO vehicles are “synthetic,” inahtthe credit risk to the collateral pool is tréarsed to the CDO vehicle by a credit
derivative such as a credit default swap.

We also intend to invest in CMBS, which aecured by, or evidence ownership interests éingle commercial mortgage loan or a pool
of mortgage loans secured by commercial properiiesse securities may be senior, subordinatedsiment grade or non-investment grade.
We intend to invest in CMBS that will yield curreinterest income and where we consider the retbipmincipal to be likely. We intend to
acquire CMBS from private originators of, or inva@stin, mortgage loans, including savings and ssociations, mortgage bankers,
commercial banks, finance companies, investmeritdand other entities.

We also intend to invest in consumer ABBese securities are generally securities for wthe underlying collateral consists of assets
such as home equity loans, credit card receivabidsauto loans. We also expect to invest in norsworer ABS. These securities are generally
secured by loans to businesses and consist obagsgt as equipment loans, truck loans and agrielikéquipment loans. Issuers of consumer
and non-consumer ABS generally are special purpogges owned or sponsored by banks and finanogaaies, captive finance subsidiaries
of non-financial corporations or specialized orars such as credit card lenders.

We may purchase RMBS and ABS which aredenated in foreign currencies or are collateealiby non-U.S. assets.
Investment Sourcing

We expect our Manager to take advantageeocbroad network of relationships it and Annbafwe established over the past decade to
identify investment opportunities. Our Manager &mshaly have relationships
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with a large and diverse group of financial intediagies, ranging from major commercial and invesihienks to specialty investment dealers
and brokerage firms. In addition, we believe thpbgion of our Manager’s transaction pipeline,lsas the CDOs it sponsors, will generate
appropriate investment opportunities for us. Ounkfger also sources investments directly from thady originators, such as in the case of
CDOs and CLOs, sponsored by other asset managéinnest

Investing in our targeted asset classésghly competitive. Our Manager competes with ynetier investment managers for profitable
investment opportunities in fixed-income assets#asand related investment opportunities.

Investment Process

We expect our investment process willdfigirom the resources and professionals of oundger. The professionals responsible for
portfolio management decisions are Matthew LambiasePresident and Chief Executive Officer and lanagers Executive Vice Preside!
Structured Products; William B. Dyer, our Head afdérwriting and our Manager’s Executive Vice Presig Christian J. Woschenko, our
Head of Investments and our Manager’'s Executive Vresident; Eric Szabo, our Manager’s Senior Yiesident and Investment Strategist;
and Konstantin Pavlov, our Manager’s Senior VicesiRlent and Senior Repo Trader. Investments withisgseen by an Investment
Committee of our Manager’s professionals, congjstihMichael A.J. Farrell, Wellington J. DenahanfN®, James P. Fortescue, Kristopher
Konrad, Rose-Marie Lyght, Ronald Kazel, Jeremy Diadh Eric Szabo and Matthew Lambiase. This Investr@@mmittee will oversee our
investment guidelines and will meet periodicallydiscuss preferences for sectors and sub-sectors.

Our investment process will include s@gcand screening of investment opportunities, ssieg investment suitability, conducting
credit and prepayment analysis, evaluating cash &lod collateral performance, reviewing legal strees and servicer and originator
information and investment structuring, as appidptito seek an attractive return commensuratethéthisk we are bearing. Upon
identification of an investment opportunity, thedéstment will be screened and monitored by our Manéo determine its impact on
maintaining our REIT qualification and our exemptivom registration under the 1940 Act. We will kée make investments in sectors where
our Manager has strong core competencies and weelelieve credit risk and expected performancebeareasonably quantified.

Our Manager evaluates each one of owgsimeent opportunities based on its expected righssetl return relative to the returns available
from other, comparable investments. In addition gwaluate new opportunities based on their relaimected returns compared to our
comparable securities held in our portfolio. Thent of any leverage available to us for use in fogén investment purchase are also taken
into consideration, as are any risks posed byuildiify or correlations with other securities in thartfolio.

Once a potential residential loan packagestment has been identified, our Manager aind ffarties it engages will perform financial,
operational and legal due diligence to assesdske of the investment. Our Manager and third pariti engages will analyze the loan pool and
conduct follow-up due diligence as part of the uadiing process. As part of this process, the tegors which the underwriters will consider
include, but are not limited to, documentation, teéekincome ratio, loan-to-value ratios and propesluation. Consideration is also given to
other factors such as price of the pool, geograpticentrations and type of product. Our Managémrefine its underwriting criteria based
upon actual loan portfolio experience and as martetlitions and investor requirements evolve. Simdhalysis is also performed on
securities, where the evaluation process will aistude relative value analyses based on yieldlitrating, average life, expected duration,
option-adjusted spreads, prepayment assumptionsradd exceptions. Other considerations in ouestment process include analysis of
fundamental economic trends, suitability for invesht by a REIT, consumer borrowing trends, homespaippreciation and relevant regulat
developments.

Our Financing Strategy

We intend to use leverage to increasential returns to our stockholders. We will empleyerage to achieve our return objectives. We
are not required to maintain any specific debtdgaiy ratio as we believe the appropriate leverfagehe particular assets we are financing
depends on the credit quality and risk of thosetass

Subject to our maintaining our qualificatas a REIT, we expect to use a number of sodectisance our investments, including the
following:
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. Repurchase Agreemer. We intend to finance certain of our assets thrahghuse of repurchase agreements. We anticipat
repurchase agreements will be one of the sourcesilivese to achieve our desired amount of leverfageur residential real
estate assets. We intend to maintain formal relatipps with multiple counterparties to obtain fineng on favorable term:

. Warehouse Facilitie. We intend to utilize credit facilities for capitateded to fund our assets. We intend to maintamdt
relationships with multiple counterparties to maintwarehouse lines on favorable ter

. Securitizatior. We will acquire residential mortgage loans for partfolio with the intention of securitizing themdaretaining
the securitized mortgage loans in our portfolio.fadilitate the securitization or financing of doans, we will generally create
subordinate certificates, providing a specified amaf credit enhancement, which we intend to reitaiour portfolio.

. Asse-Backed Commercial PapeWe may finance certain of our assets using -backed commercial paper, or ABCP, condt
which are bankruptcy-remote special purpose vehitiat issue commercial paper and the proceedsichvare used to fund
assets, either through repurchase or secured ppdigrams. We may utilize ABCP conduits of thiattges or create our own
conduit.

. Term Financing CDOsWe may finance certain of our assets using teranfiing strategies, including CDOs and other match-
funded financing structures. CDOs are multiple €ldsbt securities, or bonds, secured by poolssgtassuch as mortgage-
backed securities and corporate debt. Like tyealritization structures, in a CD

. the assets are pledged to a trustee for the berfi¢fie holders of the bond
. one or more classes of the bonds are rated by omem rating agencies; a
. one or more classes of the bonds are marketewideavariety of fixe-income investors, which enables the CDO spc

to achieve a relatively low cost of lc-term financing

Unlike typical securitization structures, the urdieig assets may be sold, subject to certain litioites, without a correspondir
pay-down of the CDO, provided the proceeds arevesited in qualifying assets. As a result, CDOs lenthie sponsor to actively
manage, subject to certain limitations, the podssfets. We believe CDO financing structures magnbappropriate financing
vehicle for our target asset classes because thiegnable us to obtain relatively low, long-termast of funds and minimize the
risk that we may have to refinance our liabilitiefore the maturities of our investments, whileiggvus the flexibility to manac
credit risk and, subject to certain limitationstake advantage of profit opportuniti

Our Interest Rate Hedging and Risk Management Straggy

We may, from time to time, utilize dettiv@ financial instruments to hedge all or a partaf the interest rate risk associated with our
borrowings. Under the federal income tax laws agglie to REITSs, we generally will be able to enéo certain transactions to hedge
indebtedness that we may incur, or plan to incugdquire or carry real estate assets, althoughotairgross income from such hedges and
other non-qualifying sources must not exceed 25%uofgross income.

We intend to engage in a variety of iegtrrate management techniques that seek to neitifpainges in interest rates or other potential
influences on the values of our assets. The fedsrame tax rules applicable to REITs, may requsd¢o implement certain of these technig
through a TRS that is fully subject to corporateoime taxation. Our interest rate management teaksimay include:

. puts and calls on securities or indices of se@s;

. Eurodollar futures contracts and options on suctiracts;

. interest rate caps, swaps and swapti

. U.S. treasury securities and options on U.S. tmgasecurities; an
. other similar transaction
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We expect to attempt to reduce interatgt risks and to minimize exposure to interestftattuations through the use of match funded
financing structures, when appropriate, wherebysegk (i) to match the maturities of our debt oliliges with the maturities of our assets and
(i) to match the interest rates on our investmerith like-kind debt (i.e., floating rate assets &inanced with floating rate debt and fixed-rate
assets are financed with fixed-rate debt), direstlthrough the use of interest rate swaps, capsher financial instruments, or through a
combination of these strategies. We expect th@ltov us to minimize the risk that we have to rafine our liabilities before the maturities of
our assets and to reduce the impact of changiegesit rates on our earnings.

Credit Analysis and Structuring

We will benefit from our Manager’s exparce in credit analysis and investment structurTitng credit analysis process is driven by
extensive research that focuses, where applicablthe underlying collateral, servicer and struetofra loan or security, as well as the
borrower or issuer, its management team and ovesatlitions in its industry. When conducting dukgeince, we expect our Manager will
evaluate a number of important business considestias well as relevant tax, accounting, envirartedend legal issues in determining
whether to proceed with an investment.

Risk Management

Risk management is an integral componé&our strategy to deliver returns to our stockleodd Because we will invest primarily in
fixed-income securities, investment losses fronditrgefaults, interest rate volatility or otherksscan meaningfully reduce or eliminate our
distributions to stockholders. In addition, becawsewill employ financial leverage in funding owsrtfolio, mismatches in the maturities of (
assets and liabilities can create risk in the rtieexbntinually renew or otherwise refinance oubiliies. Our net interest margins will be
dependent upon a positive spread between the settrour asset portfolio and our overall cost ofding. To minimize the risks to our
portfolio, we will actively employ portfolio-wideral securityspecific risk measurement and management procesees daily operations. O1
risk management tools include software and senlicessed or purchased from third parties, in addito proprietary analytical methods
developed by FIDAC. There can be no guaranteettiease tools will protect us from market risks.

Investment Guidelines

Our board of directors has adopted afivestment guidelines that set out the assssels risk tolerance levels, diversification
requirements and other criteria used to evaluatenérits of specific investments as well as thealportfolio composition. Our Manager’s
Investment Committee reviews our compliance withitivestment guidelines periodically and our bazrdirectors receives an investment
report at each quarter-end in conjunction withréigew of our quarterly results. Our board alsaeess our investment portfolio and related
compliance with our investment policies and procedwand investment guidelines at each regularlgdudled board of directors meeting.

Our board of directors and our Managbn&stment Committee have adopted the followinglglimes for our investments and
borrowings:

. No investment shall be made that would cause €altto qualify as a REIT for federal income taxrpases
. No investment shall be made that would cause be tegulated as an investment company under the A8¢
. With the exception of real estate and housing,ingls industry shall represent greater than 20%efsecurities or aggregate

risk exposure in our portfolio; ar

. Investments in non-rated or deeply subordinated AB&her securities that are non-qualifying astmtpurposes of the 75%
REIT asset test will be limited to an amount nogxaeed 50% of our stockhold’ equity.

These investment guidelines may be chéibgea majority of our board of directors withobetapproval of our stockholders.

Our board of directors has also adoptseparate set of investment guidelines and proesdargovern our relationships with FIDAC.
We have also adopted detailed compliance policig®vern our interaction with FIDAC, including whEIDAC is in receipt of material non-
public information.
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Policies with Respect to Certain Other Activities

If our board of directors determines thadlitional funding is required, we may raise sfustds through additional offerings of equity or
debt securities or the retention of cash flow (sabjo provisions in the Internal Revenue Code earing distribution requirements and the
taxability of undistributed REIT taxable income)acombination of these methods. In the eventdhaboard of directors determines to raise
additional equity capital, it has the authoritytivaiut stockholder approval, to issue additional w@mn stock or preferred stock in any manner
and on such terms and for such considerationdeeins appropriate, at any time.

We may offer equity or debt securitiegithange for property and to repurchase or otlservdacquire our shares and may engage in
such activities in the future.

In addition, we may borrow money to fioarthe acquisition of investments. We intend toteasditional forms of financing, such as
repurchase agreements and warehouse facilitiesl$dantend to utilize structured financing techug@g, such as CDOs, to create attractively
priced non-recourse financing at an all-in borrayvoost that is lower than that provided by traditibsources of financing and that provide
long-term, floating rate financing. Our investmenidelines and our portfolio and leverage are pkcally reviewed by our board of directors
as part of their oversight of our Manager.

We may, subject to gross income and agsests necessary for REIT qualification, investdnurities of other REITSs, other entities
engaged in real estate activities or securitiestlodr issuers.

We engage in the purchase and sale esiments. We will not underwrite the securitiesthier issuers.
Our board of directors may change anthege policies without prior notice to you or aevof our stockholders.
Conflicts of Interest

We are dependent on our Manager for ayrtd-day management and do not have any indepeoffeers. Our officers and our non-
independent directors also serve as employeesrdflanager. As a result, our management agreeméntonir Manager was negotiated
between related parties and its terms, includieg feayable, may not be as favorable to us adé#dtbeen negotiated at arm’s length with an
unaffiliated third party.

Our Manager has discretionary investnaemtority over a number of different funds and aets. Although currently none of these
funds or accounts have investment objectives thatlap ours, it is possible in the future that Manager may manage funds and accounts
which may compete with us for investment opporiesitAlso, to the extent our Manager manages invesst vehicles (other than CDOs) that
meet our investment objectives, our Manager willdhan incentive to invest our funds in such investhvehicles because of the possibility of
generating an additional incremental managementJae Manager may also invest in CDOs managed thattcould result in conflicts with
us, particularly if we invest in a portion of theuity securities and there is a deterioration dfi®af such CDO before closing we could suffer
an immediate loss equal to the decrease in theehaatue of the underlying investment. In addititmthe extent we seek to invest in Agency
RMBS, we may compete for investment opportunitiéth vnnaly. Our Manager has an investment alloecagiolicy in place so that we may
share equitably with other client accounts of owaméiger and Annaly in all investment opportunitfesticularly those involving an asset with
limited supply, that may be suitable for our acdoamd such other accounts. Our Manager’s poliay @msludes other controls designed to
monitor and prevent any particular account or Apriedm receiving favorable treatment over any offoserd or account. This investment
allocation policy may be amended by our Managemngttime without our consent. To the extent FIDA@&analy’s, or our business evolves
such a way to give rise to conflicts not curremttidressed by our Manager’s investment allocatidieypmur Manager may need to refine its
policy to handle any such situations. To avoid actyal or perceived conflicts of interest with ddanager, an investment in any CDO
structured or managed by our Manager will be apgddsy a majority of our independent directors.

The ability of our Manager and its offisend employees to engage in other businesstagimay reduce the time our Manager spends
managing us. Further, during turbulent conditionthe mortgage industry, distress in the creditket@ror other times when we will need
focused support and assistance from our Manadeer ehtities for which or Manager also acts amaastment manager will likewise require
greater focus and attention, placing our Managessurces in high demand. In such situations, wemoareceive the necessary support and
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assistance we require or would otherwise receiweifvere internally managed or if our Manager dittact as a manager for other entities.

We have agreed to pay our Manager atasmgement fee that is not tied to our performamckincentive compensation that is based
entirely on our performance. This compensationreyeanent may cause our Manager to invest in highimgestments. Investments with higl
yield potential are generally riskier or more spgative. The base management fee component mayffatisntly incentivize our Manager 1
generate attractive, risk-adjusted returns foiTlie incentive compensation component may caus#&lanager to place undue emphasis on the
maximization of net income at the expense of othiéeria, such as preservation of capital, to ashigigher incentive compensation. This cc
result in increased risk to the value of our inmestt portfolio.

It is difficult and costly to terminateet management agreement we have entered into withklanager without cause. Our independent
directors will review our Manager's performance ding management fees annually, and following titeirierm, the management agreement
provides that it may be terminated annually by itkout cause upon the affirmative vote of at léast-thirds of our independent directors or
by a vote of the holders of at least a majorityhaf outstanding shares of our common stock (otteer those shares held by Annaly or its
affiliates), based upon: (i) our Manager’s unsatithry performance that is materially detrimentah$ or (ii) our determination that the
management fees payable to our Manager are npstdiject to our Manager’s right to prevent terrtiovabased on unfair fees by accepting a
reduction of management fees agreed to by atteasthirds of our independent directors. Our Mamagédl be provided 180-daygrior notice
of any such termination. Upon such terminationwilepay our Manager a termination fee equal teethtimes the sum of (a) the average
annual base management fee and (b) the averagelamcentive compensation earned by our Managengtine prior 24-month period before
such termination, calculated as of the end of thstmecently completed fiscal quarter. These piongsmay increase the effective cost to us of
terminating the management agreement, thereby selyaaffecting our ability to terminate our Managéthout cause.

Our Manager may terminate the managemgmtement if we become required to register asw@@stment company under the 1940 Act,
with such termination deemed to occur immediatelipke such event, in which case we would not baired to pay a termination fee. Our
Manager may also decline to renew the managemes¢mgnt by providing us with 180-days’ written getiin which case we would not be
required to pay a termination fee.

The management agreement provides tha#lanager will not assume any responsibility otfen to provide the services called for by
the management agreement. It further providesainaManager will not be responsible for any actdour board of directors in following or
declining to follow its advice or recommendatio@sir Manager, its officers, managers and employekset be liable to us, any subsidiary of
ours, our directors, our stockholders or any suasijts stockholders or partners for acts or omissiperformed in accordance with and
pursuant to the management agreement, except leechasts constituting bad faith, willful miscondugross negligence, or reckless disregard
of their duties under the management agreementhadVe agreed to indemnify our Manager, its officetsckholders, managers, directors,
officers, employees, any person controlling or ogigd by the Manager and any person providing adwisory services to the Manager, with
respect to all expenses, losses, damages, liabjliiemands, charges and claims arising from &ctsrdManager not constituting bad faith,
willful misconduct, gross negligence, or recklessebard of duties, performed in good faith in ademce with and pursuant to the
management agreement.

Resolution of Potential Conflicts of Interest and Alocation of Investment Opportunities

FIDAC will abide by its allocation polignd thus will offer us the right to participatealhinvestment opportunities that it determines
appropriate for us in view of our investment obijges, policies and strategies and other relevarbfa, subject to the exception that, in
accordance with FIDAC's allocation policy descridelow, we might not participate in each such oppoty but will on an overall basis
equitably participate with FIDAC's other clientsall such opportunities. FIDAC allocates investnseiteligible accounts, including us, based
on current demand according to the market valuheficcount (which is the amount of available @pitat, consistent with such account’s
investment parameters, may be invested in a propasestment). An account has current demandhifé positive market value. For certain
transactions that cannot be allocated on a prdoadis, such as in the case of “whole pool” tradas Manager will endeavor to allocate such
purchases over time in a fair and equitable marftre investment cannot fulfill the pro rata aédgion or be allocated in marketable portions,
the investment is allocated on a rotational basectounts with current demand, with an emphasisaol on those
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accounts that were excluded in prior allocations Mithout any preference given to accounts basettheir market value. The rotational sys:
is determined by FIDAG chief investment officer and is overseen by @spliance officer to ensure fair and equitable staeent allocation t
all accounts in accordance with the 1940 Act.

Operating and Regulatory Structure
REIT Qualification

In connection with this offering, we intkto elect to be treated as a REIT under Sec866ghrough 859 of the Internal Revenue Code
commencing with our taxable year ending on Decer8hef007. Our qualification as a REIT depends umpamability to meet on a continuing
basis, through actual investment and operatindteestarious complex requirements under the InteRe&venue Code relating to, among other
things, the sources of our gross income, the coitiposnd values of our assets, our distributiorels and the diversity of ownership of our
shares. We believe that we will be organized inf@onity with the requirements for qualification atekation as a REIT under the Internal
Revenue Code, and that our intended manner of tiqeraill enable us to meet the requirements faalijication and taxation as a REIT.

As a REIT, we generally will not be sultjeo federal income tax on our REIT taxable incomgedistribute currently to our stockholders.
If we fail to qualify as a REIT in any taxable yeard do not qualify for certain statutory reliebpisions, we will be subject to federal income
tax at regular corporate rates and may be preclfrdedqualifying as a REIT for the subsequent ftaxable years following the year during
which we lost our REIT qualification. Even if weaify for taxation as a REIT, we may be subjecsdme federal, state and local taxes on our
income or property.

1940 Act Exemption

We intend to operate our business so as excluded from regulation under the 1940 Act. WMl operate our business so that we are
exempt from registration under the 1940 Act. Wd relly on the exemption provided by Section 3(d)(§)of the1940 Act, a provision
designed for companies that do not issue redeersableities and are primarily engaged in the bssitoé purchasing or otherwise acquiring
mortgages and other liens on and interests inastate.

To qualify for the exemption, we makedstments so that at least 55% of the assets weomsist of qualifying mortgages and other
liens on and interests in real estate, which alleatovely referred to as “qualifying real estatesats,” and so that at least 80% of the assets we
own consist of real estate-related assets (inctudir qualifying real estate assets). We do nenidtto issue redeemable securities.

Based on no-action letters issued byStiaf of the Securities and Exchange Commissiomtlagsify our investment in residential
mortgage loans as qualifying real estate assetspgsas the loans are “fully secured” by an indefe real estate. That is, if the loan-to-value
ratio of the loan is equal to or less than 100%ntie consider the mortgage loan a qualifying estdte asset. We do not consider loans with
loan-to-value ratios in excess of 100% to be quiaigf real estate assets for the 55% test, but i@alyestate-related assets for the 80% test.

We also consider RMBS such as agencyevpobl certificates to be qualifying real estatgets An agency whole pool certificate is a
certificate issued or guaranteed by Fannie MaaldieeMac or Ginnie Mae that represents the engreeficial interest in the underlying pool
mortgage loans. By contrast, an agency certifitederepresents less than the entire beneficiatést in the underlying mortgage loans is not
considered to be a qualifying real estate assgidfgroses of the 55% test, but constitutes a stateerelated asset for purposes of the 80% test

We will treat our ownership interest ingts of whole loan RMBS, in cases in which we aggjtiie entire beneficial interest in a
particular pool, as qualifying real estate assatell on no-action positions of the Staff of theuBides and Exchange Commission. We
generally do not expect our investments in CMBS athér RMBS investments to constitute qualifyinglrestate assets for the 55% test, ur
such treatment is consistent with guidance of tiadf 8f the Securities and Exchange Commissiortelm, these investments generally will be
classified as real estate-related assets for paspaisthe 80% test. We do not expect that our invests in CDOs or other ABS will constitute
qualifying real estate assets. We may, howeveat tver equity interests in a CDO issuer that wermheine is a “majority owned subsidiarghc
that is excluded from 1940 Act regulation undert®ec3(c)(5)(C) of the 1940 Act as qualifying regitate assets, real estate related assets, an
miscellaneous assets in the same proportion aasiegs in such CDO are qualifying real estate ;igs=tl estate related assets and
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miscellaneous assets. We may in the future, howewvedify our treatment of such CDO equity to conido guidelines provided by the Staff
of the Securities and Exchange Commission.

We also invest in other types of RMBS &MBS, which we will not treat as qualifying reatate assets for purposes of determining our
eligibility for the exclusion provided by Sectiofc}5)(C) unless such treatment is consistent gitidance of the Staff of the Securities and
Exchange Commission. We have not requested noragtiother interpretative guidance or applied foeaemptive order with respect to the
treatment of such assets. In the absence of guedairtbe Staff of the Securities and Exchange Casimi that otherwise supports the
treatment of such investments as qualifying rettesassets, we will treat them, for purposes tdrdgining our eligibility for the exclusion
provided by Section 3(c)(5)(C), as real estateteelassets or miscellaneous assets as approgistadditional guidance from the Staff of the
Securities and Exchange Commission could providitiadal flexibility to us, or it could further irhit our ability to pursue the investment
strategy we have chosen.

We will monitor our assets to ensure #itdeast 55% of our assets consist of qualifyem) estate assets, and that at least 80% of our
assets consist of qualifying real estate assetsemi@state-related assets. We expect, when eghdire to the mix of our investments, to
acquire pools of whole loan RMBS for compliancepgmses. Investments in such pools may not repraseoptimum use of our investable
capital when compared to the available investmertsarget pursuant to our investment strategy.

Licensing

We may be required to be licensed to lpase and sell previously originated residentialtgage loans in certain jurisdictions (including
the District of Columbia) in which we will conduectir business. We are currently in the process t#ioing those licenses, if required. Our
failure to obtain or maintain licenses will restrizir investment options. We may consummate tHexiofy even if we have not yet obtained
such licenses. Once we are fully licensed to pwwelsnd sell mortgage loans in each of the statehich we become licensed, we expect that
we will acquire previously originated residentia&hs in those states. We intend to be licensdubisetstates where licenses are required to
purchase or sell previously originated mortgag@saas soon as reasonably practicable after tharafféout in any event, this is not likely to
occur before the end of the third fiscal quarte2007.

Competition

Our net income will depend, in large part our ability to acquire assets at favorableagds over our borrowing costs. In acquiring real
estate-related assets, we will compete with othemtgage REITs, specialty finance companies, savamgisloan associations, banks, mortgage
bankers, insurance companies, mutual funds, itistital investors, investment banking firms, finadénstitutions, governmental bodies and
other entities. In addition, there are numeroustgame REITs with similar asset acquisition objegsivincluding a number that have been
recently formed, and others may be organized irfutee. These other REITs will increase compaiifior the available supply of mortgage
assets suitable for purchase. Many of our antieghabmpetitors are significantly larger than we hese access to greater capital and other
resources and may have other advantages over addition, some of our competitors may have higtskrtolerances or different risk
assessments, which could allow them to considddarwariety of investments and establish moreti@iahips than we can. Current market
conditions may attract more competitors, which rimayease the competition for sources of financhgincrease in the competition for
sources of funding could adversely affect the adlity and cost of financing, and thereby adversdfect the market price of our common
stock.

In the face of this competition, we expechave access to our Manager’s professionalgtaidindustry expertise, which may provide
us with a competitive advantage and help us a#sesstment risks and determine appropriate priéimgertain potential investments. We
expect that these relationships will enable ustopete more effectively for attractive investmeppaortunities. In addition, we believe that
current market conditions may have adversely aféthe financial condition of certain competitdraus, not having a legacy portfolio may
also enable us to compete more effectively fomative investment opportunities. However, we matyb®able to achieve our business goa
expectations due to the competitive risks thataeef For additional information concerning thesmpetitive risks, see “Risk Factors — Risks
Related To Our Business — We operate in a hightgpetitive market for investment opportunities anafenestablished competitors may be
able to compete more effectively for investmentarpmities than we can.”
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Staffing

We will be managed by our Manager purstmthe management agreement between our Manadersa All of our officers are
employees of our Manager or its affiliates. We Wwalve no employees upon completion of this offedtiger than our officers. See “Our
Manager and the Management Agreement—ManagemereAmnt.”

Legal Proceedings
Neither we nor our Manager is currentlpject to any legal proceedings which it considerse material.
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OUR MANAGER AND THE MANAGEMENT AGREEMENT
General

We are externally advised and manageapyManager. All of our officers are employees of Manager or its affiliates. The executive
offices of our Manager are located at 1211 AverfubeAmericas, Suite 2902, New York, New York 18G8d the telephone number of our
Manager’s executive offices is (212) 696-0100.

Officers of Our Manager

The following sets forth certain inforruat with respect to the executive officers and epés of our Manager:

Name Age Position Held with our Manager

Michael A.J. Farrel 56 Chairman of the Board, President and Chief Exeeufificer

Wellington J. DenahéNorris 43 Vice Chairman of the Board, Chief Investment Offiaad Chief Operating Office

Kathryn F. Fagal 40 Chief Financial Officer and Treasut

Jeremy Diamon 44 Managing Directo

Ronald Kaze 39 Managing Directo

R. Nicholas Singl 48 Executive Vice President, General Counsel, CorpoBaicretary and Chi
Compliance Office

James P. Fortesc! 33 Executive Vice President and Head of Liabilit

Kristopher Konrac 33 Executive Vice President and -Head Portfolio Manageme

RoseMarie Lyght 34 Executive Vice President and -Head Portfolio Manageme

Matthew Lambias: 41 Executive Vice President, Structured Prodi

Christian J. Woschenk 47 Executive Vice Presidel

William B. Dyer 60 Executive Vice Presidel

A. Alexandra Denaha 37 Controller

Konstantin Pavlo 36 Senior Vice President and Senior Repo Tr:

Eric Szabc 32 Senior Vice President and Investment Strate

Michael A.J. Farrellis the Chief Executive Officer, President and foemaf FIDAC and Chairman, Chief Executive OfficBresident
and one of the founders of Annaly. Mr. Farrell vaafounder of FIDAC in July 1994 and since Novemb@94 he has been its President and
Chief Executive Officer. Mr. Farrell was electedDacember 5, 1996 to serve as Chairman of the BaraddChief Executive Officer of
Annaly. Mr. Farrell was appointed as Annaly’s Pdesit effective January 1, 2002. Mr. Farrell is arber of our Manager’s Investment
Committee. Prior to founding FIDAC, from Februai§9? to July 1994, Mr. Farrell served as Presidéitadel Funding Corporation. From
April 1990 to January 1992, Mr. Farrell was a Mangdirector for Schroder Wertheim & Co. Inc., is Fixed Income Department. In
addition to being the former Chairman of the Prigni2aealers Operations Committee of the Public SéesrAssociation (from 1981 through
1985) and its Mortgage Backed Securities Divistanjs a former member of the Executive CommitteiésdPrimary Dealers Division (from
1983 through 1988). Mr. Farrell has served on therd of directors for the US Dollar Floating Raten#, Ltd. since August 1994 and the bc
of governors of the National Association of Reddss Investment Trusts since January 2000 andédes the Chairman of the board of trus
of the Oratory Preparatory School since June 2004.

Wellington J. Denahan-Norrids the Vice-Chairman of Annaly, and Chief Investin@fficer and Chief Operating Officer of Annaly
and FIDAC. Ms. Denahan-Norris is a member of ounitger’'s Investment Committee. Ms. Denahan-Norris glacted on December 5, 1996
to serve as Vice Chairman of the Board and a direaftAnnaly. Ms. Denahan-Norris was appointed ApisaChief Operating Officer in
January 2006. Ms. Denahan-Norris has been the Ghiegtment Officer of Annaly since 1996. She wésumder of Annaly and has been the
Chief Operating Officer of FIDAC since January 2086e has been FIDAC’s Senior Vice President ditaech 1995, Treasurer since July
1994 and Chief Investment Officer since Februar§71%rom July 1994 through March 1995 she was & Piesident of FIDAC. She is also
responsible for the development of Annaly and FIDgNG-house portfolio systems. Ms. Denahdorris has been the Portfolio Manager for
U.S. Dollar

68




Floating Rate Fund since its inception in Augu24.Prior to joining FIDAC, from March 1992 to Jul®94, Ms. Denahan-Norris had been
Vice President responsible for asset selectionfiaadcing at Citadel Funding Corporation. Priojdming Citadel she had been a trader on the
mortgagebacked securities desk at Schroder Wertheim andnC€ofrom July 1991 to March 1992. She has a Blach®egree in Finance fro
Florida State University and attended the New Ylaskitute of Finance for intense mortgage-backedisges studies.

Kathryn F. Faganis our Manager’'s and Annaly’s Chief Financial Offiand Treasurer. Ms. Fagan was employed by Ararady
FIDAC on April 1, 1997 in the positions of Chiefriaincial Officer and Treasurer of each of Annaly BHIAC. From June 1, 1991 to February
28, 1997, Ms. Fagan was Chief Financial Officer @aahtroller of First Federal Savings & Loan Assticia of Opelousas, Louisiana. First
Federal is a publicly owned savings and loan tbaterted to the stock form of ownership during émployment period. Ms. Fagan’s
responsibilities at First Federal included all fio&l reporting, including reports for internal wesed reports required by the SEC and the Office
of Thrift Supervision. During the period from Septger 1988 to May 1991, Ms. Fagan was employedask and savings and loan auditol
John S. Dowling & Company, a corporation of CeetifiPublic Accountants. Ms. Fagan is a Certifiedlieukccountant and has an M.B.A.
from the University of Southwestern Louisiana.

Jeremy Diamonds one of our Directors. He is also a Managing €twe for FIDAC and Annaly and a member of our Magrag)
Investment Committee. He joined Annaly and FIDAQViarch 2002. From 1990 to 2002 he was Preside@raft’s Financial Publishing, a
financial research company and publisher of Grantarest Rate Observer. In addition to his resjilittes as principal business executive,
Mr. Diamond conducted security analysis and finaheiarket research. Mr. Diamond began his careanamalyst in the investment banking
group at Lehman Brothers. Mr. Diamond has an M.Brém UCLA and a Bachelors Degree from Princetoriversity.

Ronald Kazels a Managing Director for Annaly and FIDAC. Mr. K& is a member of our Managethvestment Committee. Mr. Ka
joined these companies in December 2001. BefoningiAnnaly and FIDAC, Mr. Kazel was a Senior VRReesident in Friedman Billing
Ramsey’s financial services investment banking gr@uring his tenure there, he was responsiblstfoicturing both the private and public
equity offerings for Annaly in 1997. From 1991 1896, Mr. Kazel served as a Vice President at Sa@ileill & Partners where he was
involved in asset/liability management and mortghgeked securities analysis and sales. Mr. KazebhBachelor of Science in Finance and
Management from New York University.

R. Nicholas Singlis Executive Vice President and serves as Genenahs2l, Corporate Secretary and Chief Compliandie€ffor
Annaly and FIDAC. Before joining these companie&abruary 2005, Mr. Singh was a partner at thefiawMcKee Nelson LLP. Mr. Singh
has experience in a broad range of public and writransactions. Before joining McKee Nelson, he waartner at the law firm of Sidley
Austin, LLP. Mr. Singh received a J.D. from the Wiagton College of Law, American University, an Mfom Columbia University and a
Bachelors Degree from Carleton College.

James P. Fortescus an Executive Vice President and Head of Lidbgifor FIDAC and Annaly. Mr. Fortescue is a memdieour
Manager’s Investment Committee. He started withATOn June 1995 where he was in charge of findingrfcing on mortgage-backed and
corporate bonds for regional dealers. In Septerh®86 he expanded his responsibilities for all firiag activities which included trading and
structuring all liabilities, coordinating trade gements with broker dealers and maintaining thatienships with these dealers. Mr. Fortescue
has been in charge of liability management for Apsace its inception, and continues to overséérancing activities for FIDAC. Mr.
Fortescue holds a Bachelors Degree in Finance 8i@ma College.

Kristopher Konrad is an Executive Vice President and Co-Head of BlistManagement for FIDAC and Annaly. Mr. Konradais
member of our Manager’s Investment Committee. Hevinarked for both companies since October 1997re®tly, Mr. Konrad is a portfolio
manager for Annaly and has served in this capaaitye December 2000. Before this, he was headhafding for the US Dollar Floating Rate
Fund, Ltd. and assisted with the management of 2BAigh net worth separate accounts. Mr. KonrazldnBachelors Degree in Business
from Ithaca College and has attended the New Yiskitute of Finance for intense mortgage-backedritges studies.

Rose-Marie Lyghtis an Executive Vice President and Bead of Portfolio Management for FIDAC and Anna§s. Lyght is a membe
of our Manager’s Investment Committee. She joineith ltompanies in April 1999. Since that time she l@en involved in the asset selection
and financing for FIDAC'’s funds and high net
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worth separate accounts. She has been a portfaeli@mger of the US Dollar Floating Rate Fund, LtdcsiDecember 2000. Ms. Lyght has a
Bachelor of Science in Finance and an M.B.A. froittexiova University.

Matthew Lambiases our President and Chief Executive Officer, and of our Directors. He is Executive Vice Presid&ttuctured
Products for Annaly and FIDAC and a member of oanllger’s Investment Committee. He joined these amieg in June 2004. Before
joining Annaly and FIDAC, Mr. Lambiase was a Diracin Fixed Income Sales at Nomura Securities irggonal, Inc. Over his 11 ye
employment at Nomura, Mr. Lambiase was responéiblehe distribution of commercial and residenti@rtgage-backed securities to a wide
variety of institutional investors. Mr. Lambiasa@lheld positions at Bear, Stearns & Company as Fiesident in Institutional Fixed Income
Sales and as a mortgage analyst in the Financialyfics and Structured Transaction Group. Mr. Laasbihas a Bachelors Degree in
Economics from the University of Dayton.

A. Alexandra Denaharis our Chief Financial Officer and Secretary, amel Controller of Annaly and FIDAC. Before joiningese
companies in October 2002, Ms. Denahan was a lsgwnsultant in Fort Lauderdale, Florida. Ms. Dramehas a Bachelors Degree in
Accounting and an M.B.A. from Florida Atlantic Umisity.

Konstantin Pavlovis Senior Vice President and Senior Repo Tradé&mnoialy and FIDAC. He has worked for both comparsiese
March of 2001. Since 2004, Mr. Pavlov has assistete financing for Annaly and oversees the finagdor the FIDAC accounts. Mr. Pavlov
has a Bachelors Degree from San Diego State Utitiyers

Eric Szabds a Senior Vice President and Investment StratégisAnnaly and FIDAC. Mr. Szabo is a member of Manager’'s
Investment Committee. Before joining these compmaimeApril 2004, he worked for Times Square Capilanagement as a Mortgage Analyst
and Trader since 2001. Mr. Szabo has a Bachelatgd® from The College of New Jersey and a M.Aiirance from Boston College. Mr.
Szabo is a PRMIA certified Professional Risk Manaayel a CFA charterholder.

Christian J. Woschenkads our Manager’'s Executive Vice President and seageour Head of Investments. Before joining FIDAC
August, 2007, Mr. Woschenko worked at PHH Mortgsipee 2005 with responsibilities for arranging, mlaey and pricing the securitizations
of their non-Agency residential mortgage productide was a member of both PHH’s Credit Committes: laterest Rate Risk Committee.
Previously, Mr. Woschenko was employed as Seniontdége Credit Trader at RBC Capital, Senior Assstk®d Securities Banker at BB&T
Capital Markets and as a Principal in Mortgage rgét Mariner Capital Management. Mr. Woschenks a@&achelors Degree in Accounting
from Widener University.

William B. Dyeris our Manager's Executive Vice President and seageour Head of Underwriting. Before joining FIDACAugust,
2007, Mr. Dyer was Vice President, Credit Risk Mgeraent for PHH Mortgage Corporation from 1997 whégeresponsibilities included
supervision of the Credit Solutions Department. Dlyer was Vice President at the Fixed-Income Dorisbf Nomura Asset Capital
Corporation from 1994 to 1997, where he managetiréésed activities critical for the securitizatior sale of the mortgage loans. Mr. Dyer
has an M.B.A. from St. John’s University and a Baohof Science from St. Francis College.

Investment Committee

The role of our Investment Committeenisdview and approve our investment policies, auestment portfolio holdings and related
compliance with our investment policies. The Inwestit Committee will meet as frequently as necessapyder for us to achieve our
investment objectives. Our Manager has an Invedt@emmittee of our Manager’s professionals, coimgisvf Michael A.J. Farrell,
Wellington J. Denahan-Norris, James P. Fortescustdpher Konrad, Rose-Marie Lyght, Ronald Kazetgdny Diamond, Eric Szabo and
Matthew Lambiase. For biographical information ba members of our Investment Committee, see “Ourdgar and the Management
Agreement—Officers of Our Manager.”

Management Agreement

Before the completion of this offeringe will enter into a management agreement with Firedme Discount Advisory Company, our
Manager, pursuant to which it will provide for thiay-to-day management of our operations.

The management agreement requires ouaigarto manage our business affairs in conformity the policies and the investment
guidelines that are approved and monitored by oardof directors. Our Manager’s
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role as manager is under the supervision and @reof our board of directors. Our Manager is resiole for (i) the selection, purchase and
sale of our portfolio investments, (ii) our finangiactivities, and (iii) providing us with investmteadvisory services. Our Manager is
responsible for our day-to-day operations and per$o(or causes to be performed) such services @itias relating to our assets and
operations as may be appropriate, which may in¢hwiteout limitation, the following:

(i)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

*)
(xi)

(xii)

(xiii)

(xiv)

serving as our consultant with respect to the plégiceview of the investment criteria and parangefer our investments, borrowings
and operations, any modifications to which willdgproved by a majority of our independent direct

investigating, analyzing and selecting possiblegtmnent opportunities and acquiring, financinggireng, selling, restructuring, or
disposing of investments consistent with the inwestt guidelines

with respect to prospective purchases, sales,drasges of investments, conducting negotiationsusrbehalf with sellers ar
purchasers and their respective agents, repres@staind investment banke

negotiating and entering into, on our behalf, drédance agreements, repurchase agreements, tsatiohs, commercial pape
CDQOs, interest rate swaps, warehouse facilitiesaflmther agreements and instruments required$do conduct our busine:

engaging and supervising, on our behalf and aerpense, independent contractors which providesinvent banking, mortgage
brokerage, securities brokerage, other financialises, due diligence services, underwriting revéasvices, and all other services as
may be required relating to our investme

coordinating and managing operations of any joartture or co-investment interests held by us amdecting all matters with the
joint venture or c-investment partner:

providing executive and administrative personnffice space and office services required in remdgservices to u:

administering the d«to-day operations and performing and supervising gréopmance of such other administrative functi
necessary to our management as may be agreed ypam Manager and our board of directors, includimghout limitation, the
collection of revenues and the payment of our dabtsobligations and maintenance of appropriatepeten services to perform st
administrative functions

communicating on our behalf with the holders of afypur equity or debt securities as required tsBathe reporting and oth:
requirements of any governmental bodies or agemciggading markets and to maintain effective ietes with such holder:

counseling us in connection with policy decisiombé& made by our board of directc

evaluating and recommending to our board of dimsdedging strategies and engaging in hedgingiaegwn our behalf, consistent
with such strategies, as so modified from timerteet with our status as a REIT, and with the invesit guidelines

counseling us regarding the maintenance of ounstad a REIT and monitoring compliance with theowes REIT qualification test
and other rules set out in the Internal RevenueeGodl Treasury Regulations thereunder and usingnesaially reasonable efforts
cause the company to qualify for taxation as a R

counseling us regarding the maintenance of our piemfrom the 1940 Act and monitoring complianciéwthe requirements fc
maintaining an exemption from the 1940 Act and ggiommercially reasonable efforts to cause the @mypo maintain such
exclusion from the status as an investment compadsgr the 1940 Ac

assisting us in developing criteria for asset pasehcommitments that are specifically tailoredupbiovestment objectives al
making available to us its knowledge and experievitie respect to mortgage loans, real estate estaterelated securities, other r
estat-related assets and r-real estate related asse
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(xv)

(xvi)

(xvii)

(xviii)

(xix)

()

(xxi)

(xxii)

(xxiii)

(xxiv)

(xxv)

(xxvi)

(xxvii)

(xxviii)

furnishing reports and statistical and economieaesh to us regarding our activities and servieefopmed for us by our Manage

monitoring the operating performance of our investis and providing periodic reports with respeetéto to the board of directors,
including comparative information with respect taks operating performance and budgeted or projeapedating results

investing and r-investing any moneys and securities of ours (inalgiéghvesting in sho-term investments pending investmen
other investments, payment of fees, costs and agsenr payments of dividends or distributionsupsiockholders and partners) .
advising us as to our capital structure and capmialng;

causing us to retain qualified accountants and lemansel, as applicable, to assist in developpm@priate accounting procedur
compliance procedures and testing systems witheotdp financial reporting obligations and comptiawith the provisions of the
Internal Revenue Code applicable to REITs and tmlaot quarterly compliance reviews with respecteteg

assisting us in qualifying to do business in aplagable jurisdictions and to obtain and maintdirappropriate license:

assisting us in complying with all regulatory reguients applicable to us in respect of our busiaessities, including preparing or
causing to be prepared all financial statementsired under applicable regulations and contraatndertakings and all reports and
documents, if any, required under the ExchangethetSecurities Act, or by the NYS

assisting the company in taking all necessary astio enable the company to make required taxg8liand reports, including
soliciting stockholders for required informationttee extent provided by the provisions of the InééRevenue Code applicable to
REITs;

placing, or arranging for the placement of, alle@spursuant to the Mana’s investment determinations for us either direatith
the issuer or with a broker or dealer (including affiliated broker or dealer

handling and resolving all claims, disputes or coversies (including all litigation, arbitrationetdement or other proceedings or
negotiations) in which we may be involved or to gfhive may be subject arising out of our dayd&y-operations (other than with -
Manager of its affiliates), subject to such limibas or parameters as may be imposed from timien® lby the board of director

using commercially reasonable efforts to cause esgeincurred by us or on our behalf to be comrakydieasonable or
commercially customary and within any budgeted peters or expense guidelines set by the boardedtdrs from time to time

representing and making recommendations to usrinexion with the purchase and finance of, and citmemt to purchase and
finance, mortgage loans (including on a portfolésis), real estate, real estate-related securitiber real estate-related assets and
nor-real estat-related assets, and the sale and commitment telgsl asset:

advising us with respect to and structuring lormgrtéinancing vehicles for our portfolio of asseaad offering and selling securities
publicly or privately in connection with any sudhustured financing

performing such other services as may be requiad fime to time for management and other actigitedating to our assets a
business as our board of directors shall reasomablyest or our Manager shall deem appropriatertthdeparticular circumstances;
and

using commercially reasonable efforts to cause uemply with all applicable law:

Pursuant to the management agreemenManager will not assume any responsibility ottiantto render the services called for

thereunder and will not be responsible for anyoectif our board of directors in following or dedéfig to follow its advice or recommendatio
Our Manager, its officers, stockholders, managdirectors, officers, employees, any person corntiglor controlled by the Manager and any
person providing sub-advisory services to the Managill not be liable to us, any subsidiary of susur directors, our stockholders or any
subsidiary’s stockholders or partners for actsmissions performed in accordance with and pursteatite management agreement, except
because of acts constituting bad faith, willful ceisduct, gross negligence, or reckless disregatidedf duties under the management
agreement, as determined by a final non-appeatatiky of a court of competent jurisdiction. We hageeed to indemnify our Manager, its
members and its officers with
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respect to all expenses, losses, damages, liabjliemands, charges and claims arising from &otsrdManager not constituting bad faith,
willful misconduct, gross negligence, or recklessehard of duties, performed in good faith in ademce with and pursuant to the
management agreement. Our Manager has agreedetoimifyy us, our directors and officers with respecall expenses, losses, damages,
liabilities, demands, charges and claims arisingifacts of our Manager constituting bad faith, fwilmisconduct, gross negligence or reckless
disregard of its duties under the management agreean any claims by our Manager's employees rglatid the terms and conditions of their
employment by our Manager. For the avoidance obtaur Manager will not be liable for trade errdrat may result from ordinary
negligence, such as errors in the investment-detisiaking process (e.g., a transaction was effentemlation of our investment guidelines)
or in the trade process (e.g., a buy order wag@miastead of a sell order, or the wrong secuwvig purchased or sold, or a security was
purchased or sold in an amount or at a price dttaar the correct amount or price). Notwithstandhimgforegoing, our Manager will carry
errors and omissions and other customary insuraper the completion of the offering.

Pursuant to the terms of the managengrneeanent, our Manager is required to provide ub witr management team, including a
president, chief executive officer, head of undémg, head of investments, and chief financialadf, along with appropriate support
personnel, to provide the management services pydxéded by our Manager to us.

The management agreement may be amemadaddified by agreement between us and our Mandder initial term of the management
agreement expires on December 31, 2010 and wdlb@matically renewed for a one year term eachvanséry date thereafter unless
previously terminated as described below. Our irdéent directors will review our Manager’s perfono@ and the management fees annually
and, following the initial term, the managementesgnent may be terminated annually upon the affisrmatote of a least two-thirds of our
independent directors or by a vote of the holdéesmajority of the outstanding shares of our comrstock (other than those shares held by
Annaly or its affiliates), based upon (1) unsatisfay performance that is materially detrimentaligoor (2) our determination that the
management fees payable to our Manager are npstdiject to our Manager’s right to prevent suechteation due to unfair fees by accepting
a reduction of management fees agreed to by attigaghirds of our independent directors. We nqsivide 180-days’ prior notice of any
such termination. Our Manager will be paid a temtiion fee equal to three times the sum of (a) tlegae annual base management fee and
(b) the average annual incentive compensation ddy@ur Manager during the 24-month period immeediygpreceding such termination,
calculated as of the end of the most recently ceteglfiscal quarter before the date of termination.

We may also terminate the managementaggat, without the payment of any termination feigh 30 days’ prior written notice from
our board of directors for cause, which is defiasd

. our Manage’'s continued material breach of any provision ofrtteagement agreement following a period of 30 déygs
written notice thereof (or 45 days after writtertio® of such breach if our Manager, under certatumstances, has taken steps
to cure such breach within 30 days of the writtetioe);

. our Manage’s fraud, misappropriation of funds, or embezzlenagyatinst us

. our Manage's gross negligence of duties under the managerges¢ment

. the occurrence of certain events with respectadtmkruptcy or insolvency of our Manager, inclgdam order for relief in an
involuntary bankruptcy case or our Manager autlingior filing a voluntary bankruptcy petitio

. our Manager is convicted (including a plea of ncdmtendere) of a felon

. the dissolution of our Manager; a

. change of control of our Manager or Anne

We may not assign our rights or respdlisds under the management agreement withoupthee written consent of our Manager,
except in the case of an assignment to another REdther organization which is our successor, limctv case such organization shall be bc
by the terms of such assignment in the same maswe are bound under the management agreementl@ager may generally only ass
the management agreement with the written appmfvalmajority of our independent directors. Our ldger, however, may assign
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certain of its duties under the management agreetoemy of its affiliates without the approvalair independent directors if such assignment
does not require our approval under the InvestrAdmisers Act of 1940.

Our Manager may terminate the managemgmement if we become required to register ag@@stment company under the 1940 Act,
with such termination deemed to occur immediateliple such event, in which case we would not baired to pay a termination fee. Our
Manager may decline to renew the management agrédmeroviding us with 180-days’ written notica,which case we would not be
required to pay a termination fee. In additionyé default in the performance of any material tefrthe agreement and the default continues
for a period of 30 days after written notice to gt Manager may terminate the management agreament60 days, written notice. If the
management agreement is terminated by the Manager aur breach, we would be required to pay ourdden the termination fee described
above.

Management Fees and Incentive Compensation

We do not maintain an office or employgoanel. Instead we rely on the facilities and veses of our Manager to conduct our
operations. Expense reimbursements to our Managanade in cash on a monthly basis following the @heach month.

Base Management Fee

We will pay our Manager a base managerfgenguarterly in arrears in an amount equal t6%. per annum, calculated quarterly, of our
stockholders’ equity. For purposes of calculatimg Ibase management fee, our stockholdersity means the sum of the net proceeds fron
issuances of our equity securities since incep@tincated on a pro rata daily basis for such issaa during the fiscal quarter of any such
issuance), plus our retained earnings at the esdaf quarter (without taking into account any ash equity compensation expense incurred
in current or prior periods), less any amount thatpay for repurchases of our common stock, arsldag unrealized gains, losses or other
items that do not affect realized net income (rdlgas of whether such items are included in otberprehensive income or loss, or in net
income). This amount will be adjusted to exclude-time events pursuant to changes in GAAP, andicenbn-cash charges after discussions
between our Manager and our independent directatspproved by a majority of our independent doextThe base management fee will be
reduced, but not below zero, by our proportionagrs of any CDO base management fees FIDAC reciivamnection with the CDOs in
which we invest, based on the percentage of egquetjold in such CDOs. The base management feg/aébfmindependent of the performance
of our investment portfolio. Our Manager uses tf@peds from its management fee in part to pay emsgtion to its officers and employees
who, notwithstanding that certain of them alsoa@ueofficers, receive no cash compensation dirdotiyn us. If we invest in any collateralized
debt obligation or investment fund managed by oanlyer or any of its affiliates, then the annuakElbmanagement fee payable by us to our
Manager will be reduced by an amount equal to #ee=lmanagement fee allocable to the equity supgaotir investment in such collaterali:
debt obligation or investment fund, except in cagkere our Manager or any of its affiliates doesraoeive a fee in connection with the
management of such collateralized debt obligatioimeestment fund.

Our Manager’s base management fee shalatzulated by our Manager within 30 days aftereghd of each quarter and such calculation
shall be promptly delivered to us. We are obligategay the base management fee in cash withirbiiginess days after delivery to us of our
Manager’s written statement setting forth the cotafion of the base management fee for such quarter.

Incentive Compensation

In addition to the base management faeManager is entitled to receive quarterly incemttompensation in an amount equal to 20% of
the dollar amount by which Core Earnings, on a@nglfour-quarter basis and before the incentive amement fee, exceeds the product of (1)
the weighted average of the issue price per staak of our public offerings multiplied by the wghited average number of shares of common
stock outstanding in such quarter and (2) 0.50% phe-fourth of the average of the one month LIB@ite for such quarter and the previous
three quarters. For the initial four quarters faflog this offering, Core Earnings and the LIBOReratill be calculated on the basis of each of
the previously completed quarters on an annuakzeis. Core Earnings and LIBOR rate for the intja&rter will each be calculated from the
settlement date of this offering on an annualizasi®» Core Earnings is a non-GAAP measure andfiisedeas GAAP net income (loss)
excluding non-cash equity compensation expensdy@irg any unrealized gains, losses or other itdrasdo not affect realized net income
(regardless of whether such items are includedriaraccomprehensive income or loss, or in net ingofMiee amount will be adjusted to exclt
one-time events pursuant to changes in GAAP artdinanon-
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cash charges after discussions between our Maaadevur independent directors and approved by arityapf our independent directors. T
incentive management fee will be reduced, but ediw zero, by our proportionate share of any CD€zimive management fees FIDAC
receives in connection with the CDOs in which weeist, based on the percentage of equity we haddéh CDOs.

Our ability to achieve returns in excebthe thresholds noted above in order for our Mj@ndo earn the incentive compensation
described in the preceding paragraph is depengiemt the level and volatility of interest rates, ability to react to changes in interest rates
and to utilize successfully the operating strategiescribed herein, and other factors, many oflwhie not within our control.

Our Manager will compute the quarterlgantive compensation within 30 days after the drehoh fiscal quarter, and we will pay the
quarterly incentive compensation with respect thdescal quarter within five business days follagithe delivery to us of our Manager’s
written statement setting forth the computatiomthefincentive fee for such quarter.

Reimbursement of Expenses

Because our Manager’s employees perf@ntain legal, accounting, due diligence tasks ahdrcservices that outside professionals or
outside consultants otherwise would perform, ounsger is paid or reimbursed for the documentedafgs¢rforming such tasks, provided
that such costs and reimbursements are in amounthare no greater than those which would be daytaboutside professionals or
consultants engaged to perform such services pursmagreements negotiated on an arm’s-lengttsbasi

We also pay all operating expenses, ext@ge specifically required to be borne by ouniiger under the management agreement. Out
Manager is responsible for all costs incident ®plerformance of its duties under the managemeatawent, including compensation of our
Manager’'s employees and other related expensesXpgenses required to be paid by us include, leuhat limited to:

0] expenses in connection with the issuance and ttéosacosts incident to the acquisition, dispositamd financing of our
investments
(ii) costs of legal, tax, accounting, consulting, aaditiadministrative and other similar services reeddor us by providers retained

our Manager or, if provided by our Manager’'s empley, in amounts which are no greater than thosehwhbduld be payable to
outside professionals or consultants engaged fompeisuch services pursuant to agreements negitegten arr’ s-length basis

(i) the compensation and expenses of our directorshencost of liability insurance to indemnify ourelitors and officers

(iv) costs associated with the establishment and maintenof any of our credit facilities or other inteiness of ours (including
commitment fees, accounting fees, legal fees, mipand other similar costs) or any of our secwgitiferings;

(v) expenses connected with communications to holdevarosecurities or of our subsidiaries and otreokikeeping and clerical wol
necessary in maintaining relations with holderswith securities and in complying with the contiruoeporting and other
requirements of governmental bodies or agencieljding, without limitation, all costs of prepariagd filing required reports with
the SEC, the costs payable by us to any transrtamd registrar in connection with the listingl/am trading of our stock on any
exchange, the fees payable by us to any such egeharconnection with its listing, costs of prepagiprinting and mailing our
annual report to our stockholders and proxy mdtewiéth respect to any meeting of our stockhold

(vi) costs associated with any computer software onbenel electronic equipment or purchased informatié@hnology services from
third party vendors that is used solely for

(vii) expenses incurred by managers, officers, emplogegsgents of our Manager for travel on our bedvadf other ot-of-pocket
expenses incurred by managers, officers, emplogegsgents of our Manager in connection with thretpase, financing,
refinancing, sale or other disposition of an inwestt or establishment and maintenance of any o€wadtit facilities and other
indebtedness or any of our securities offerit
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(viii)

(ix)
()

(xi)
(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

costs and expenses incurred with respect to marketnation systems and publications, researchipatibns and materials, ai
settlement, clearing and custodial fees and exjge

compensation and expenses of our custodian ansfeéraegent, if any
the costs of maintaining compliance with all fediestate and local rules and regulations or angmotégulatory agenc
all taxes and license fee

all insurance costs incurred in connection withdperation of our business except for the costiatable to the insurance that «
Manager elects to carry for itself and its emplay:

costs and expenses incurred in contracting witld th@rties, including affiliates of our Manager; the servicing and special
servicing of our asset

all other costs and expenses relating to our basiaad investment operations, including, withouithtion, the costs and expense
acquiring, owning, protecting, maintaining, devétgpand disposing of investments, including ap@daieporting, audit and legal
fees;

expenses relating to any office(s) or office faigs, including but not limited to disaster backepovery sites and facilities,
maintained for us or our investments separate fr@office or offices of our Manage

expenses connected with the payments of intereidetids or distributions in cash or any other fauthorized or caused to be m.
by the board of directors to or on account of hidds our securities or of our subsidiaries, inahgd without limitation, in
connection with any dividend reinvestment pl

any judgment or settlement of pending or threatgmedeedings (whether civil, criminal or otherwisginst us or any subsidiary,
against any trustee, director or officer of us barmy subsidiary in his capacity as such for whighor any subsidiary is required to
indemnify such trustee, director or officer by ammurt or governmental agency; &

all other expenses actually incurred by our Managegch are reasonably necessary for the performbapaair Manager of its duties
and functions under the management agreer

In addition, we will be required to payrgro rata portion of rent, telephone, utilitieffice furniture, equipment, machinery and other

office, internal and overhead expenses of our Managd its affiliates required for our operationBese expenses will be allocated between
FIDAC and us based on the ratio of our proportibgross assets compared to all remaining grosssassmaged by FIDAC as calculated at
each quarter end. We and FIDAC will modify thisoalition methodology, subject to our board of doestapproval if the allocation becomes
inequitable (i.e., if we become very highly levezdgompared to FIDAC's other funds and account§)AE has waived its right to request
reimbursement from us of these expenses until Bo@has it determines to rescind that waiver.
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MANAGEMENT

Our Directors and Executive Officers

Our board of directors will consist ofdimembers. We have appointed two directors. We haminated three additional persons to be
directors. Our board of directors has determinedl dloir director nominees satisfy the listing stadddor independence of the New York Stock
Exchange, or NYSE.

The following sets forth certain inforrmat with respect to our directors and executivéceff:

Name Age Position Held with Us
Matthew Lambias: 41 Chief Executive Officer, President and Direc
Christian J. Woschenk 47 Head of Investment
William B. Dyer 60 Head of Underwriting
A. Alexandra Denaha 37 Chief Financial Officer and Secrete
Paul Donlin* 46 Nominee to be Nonexecutive Chairman of the Boamiodctors
Jeremy Diamon 44 Director
Mark Abrams* 58 Director Nominee
Paul A. Keenan 40 Director Nominee

*Independent director nomine
Biographical Information
Executive Officers

For biographical information on our extee officers, see “Our Manager and the Managemgneement—Officers of Our Manager.”

Directors

Pursuant to our charter, the board afadors is divided into three classes of directOns:. Class | Directors (Messrs. Donlin and Abra
will serve until our annual meeting of stockholder2008, our Class Il Directors (Messrs. Lambiasd Keenan) will serve until our annual
meeting of stockholders in 2009; and our Clas®itector (Mr. Diamond) will serve until our annuaketing of stockholders in 2010. At each
annual meeting of the stockholders, the successdhe class of directors whose term expires &b soeeting shall be elected to hold office for
a term expiring at the annual meeting of stockhwldield in the third year following the year ofitheection and until their successors are duly
elected and qualify. Our bylaws provide that a mgjof the entire board of directors may, at aagular or special meeting called for that
purpose, increase or decrease the number of disettowever, unless our bylaws are amended, théauof directors may never be less than
the minimum number required by the MGCL nor mointi5. Set forth below are the names and certémiation on each of our Directors
and nominees to be Directors.

Class | Directors

Paul Donlinis a nominee to be both one of our Class | Direcsord our Nonexecutive Chairman of the Board oé@®ars. Mr. Donlin
recently left Citigroup after a career that spand&gears. For the past 10 years at Citigroup,Ddnlin was in the securitization business, v
his most recent position being the Head of GlolealuSitization in the Global Securitized Markets Bess within Fixed Income. Earlier in his
career at Citicorp, Mr. Donlin managed the StrustuFinance and Advisory Unit of Citicorp’s Priv&ank. Mr. Donlin has a B.S. from
Georgetown University and M.B.A. from Harvard Unisigy.

Mark Abramsis a nominee to be one of our Class | Directors.Airams has served as Chief Investment OfficehefPresidential Li
Insurance Company since November 2003 and as Bxedtite President since 2005. He was Senior Viesident of the Presidential Life
Insurance Company from 2001 to 2005. Before that,Abrams served as Vice President of the Pregaldrife Insurance Company since
October 1994. Mr. Abrams currently serves as athireof the Insurance Company. Mr. Abrams has a B Hobart College.
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Class Il Directors

Matthew Lambiases one of our Class Il Directors. For biographicdibrmation on Mr. Lambiase, see “Our Manager drel t
Management Agreement—Executive Officers of Our Mgmd

Paul A. Keenaris a nominee to be one of our Class Il Directors. K&enan has been with Kelley, Drye and Warren kltiee 2002 an
is a partner and the head of Real Estate Finantbe daw firm. Mr. Keenan has a J.D. from Setonl Haliversity and a B.A. from Rutgers, the
State University of New Jersey.

Class Ill Directors

Jeremy Diamonds our Class Il Director. For biographical infortitan on Mr. Diamond, see “Our Manager and the Mamagnt
Agreement—Executive Officers of Our Manager.”

Corporate Governance—Board of Directors and Commitees

Our business is managed by our Manageyjest to the supervision and oversight of our dazrdirectors, which has established
investment guidelines for our Manager to followitgxday-to-day management of our business. A nigjofiour board of directors is
“independent,’as determined by the requirements of the New YtokISExchange and the regulations of the SEC. @actubrs keep informe
about our business at meetings of our board arabitsnittees and through supplemental reports andramications. Our independent
directors meet regularly in executive sessionsauitithe presence of our corporate officers.

Audit Committet

Our board of directors has establisheduwatit committee, which is composed of each ofindependent directors, Messrs. Donlin,
Abrams and Keenan. Mr. Abrams chairs our audit catamand serves as our audit committee finangipéd, as that term is defined by the
SEC. Each of the members of the audit committéfniancially literate” under the rules of the NYSEhe committee assists the board in
overseeing:

. our accounting and financial reporting proces

. the integrity and audits of our financial statense

. our compliance with legal and regulatory requiretag

. the qualifications and independence of our indepahtegistered public accounting firm; ¢
. the performance of our independent registered pagitounting firm and any internal auditc

The audit committee is also responsibleehgaging our independent registered public autiogi firm, reviewing with the independent
registered public accounting firm the plans andiltsf the audit engagement, approving professisaices provided by the independent
registered public accounting firm, reviewing thdépendence of the independent registered publmuatiag firm, considering the range of
audit and non-audit fees and reviewing the adeqoéoyr internal accounting controls.

Our board of directors has determined &liaf the directors serving on the audit comestare independent members of the audit
committee under the current NYSE independence reqpgints and SEC rules. We believe that, at théngriaf the offering, the audit
committee will meet the requirements for indeper@éermder, and the functioning of the audit comraittéll comply with, current rules of the
SEC and NYSE.

Compensation Committee

Our board of directors has establishedrapensation committee, which is composed of e&chinindependent directors, Messrs.
Donlin, Abrams and Keenan. Mr. Keenan chairs themensation committee, whose principal functionstare

. evaluate the performance of our office

. evaluate the performance of our Manay

. review the compensation and fees payable to ouagl@mnunder our management agreen
. recommend to the board of directors the compensédioour independent directors; a
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. administer the issuance of any securities undeequity incentive plan to our employees or the @ypés of our Manage

Our board of directors has determined &liaf the directors serving on the compensatiommittee are independent members of the
compensation committee under the current NYSE ieddpnce requirements and SEC rules. We believeatidite pricing of the offering, the
compensation committee will meet the requirememtsnidependence under, and the functioning of dmarittee will comply with, current
rules of the NYSE, taking into account the releuvisantsition rules for IPO issuers.

Nominating and Corporate Governance Commi

Our board of directors has establishadrainating and corporate governance committee, wisicomposed of each of our independent
directors, Messrs. Donlin, Abrams and Keenan. Mmli chairs the committee, which is responsiblesieeking, considering and
recommending to the full board of directors quatificandidates for election as directors and recarnding a slate of nominees for election as
directors at the annual meeting of stockholderalsib periodically prepares and submits to thedéaradoption the nominating and corporate
governance committee’s selection criteria for diveoaominees. It reviews and makes recommendatiomaatters involving general operation
of the board and our corporate governance, andadlgmecommends to the board nominees for each dteerof the board. In addition, the
nominating and corporate governance committee diyrfaailitates the assessment of the board ofadines’ performance as a whole and of the
individual directors and reports thereon to therdoa

Our board of directors has determined &laf the directors serving on the nominatingl @orporate governance committee are
independent members of the nominating and corpg@ternance committee under the current NYSE inulggece requirements and SEC
rules. We believe that, at the pricing of the dffgr the nominating and corporate governance cotaeivill meet the requirements for
independence under, and the functioning of the citteenwill comply with, current rules of the NY Staking into account the relevant
transition rules for IPO issuers.

Code of Business Conduct and Ethics

Our board of directors has establishedde of business conduct and ethics that applieartofficers, directors and employees and to
our Manager's officers, directors and employeesmgech individuals are acting for or on our behathong other matters, our code of
business conduct and ethics is designed to detargeping and to promote:

. honest and ethical conduct, including the ethiealdiing of actual or apparent conflicts of intefestween personal and
professional relationship

. full, fair, accurate, timely and understandableldisure in our SEC reports and other public comcations;

. compliance with applicable governmental laws, raed regulations

. prompt internal reporting of violations of the cadeappropriate persons identified in the code;

. accountability for adherence to the co

Any waiver of the code of business condun ethics for our executive officers or direstoray be made only by our board of directors
or one of our board committees and will be prompiclosed as required by law or stock exchangela&gns.

Director Compensation

Any member of our board of directors vibialso an employee of our Manager is referredstaraexcluded director. Each excluded
director will not receive additional compensation $erving on our board of directors. Each nondet! director will receive an annual fee for
their services of $45,000. The chair of our audinmittee will receive an annual fee of $10,000Hisrservice in such capacity. Each non-
excluded director will receive a fee of $500 faeatlance at every in-person meeting of the boadirettors or committee of the board of
directors and a fee of $250 for attendance at edsdephonic meeting of the board of directors anouttee of the board of directors. Fees to
our non-excluded directors will be paid in caslsloares of our
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common stock at the election of each director. Walgso reimburse our directors for their trave&penses incurred in connection with their
attendance at full board and committee meetings.

Our non-excluded directors will also ligible to receive restricted common stock, optéor other stock-based awards under our equity
incentive plan.

We will compensate only those directotovare independent under the NYSE listing stand&k#shave not made any payments to our
independent director nominees in 2007.

Executive Compensation

We have not paid, and we do not intengay, any annual cash compensation to our execotiieers for their services as executive
officers. Our executive officers will be compenshby our Manager. Our Manager has informed us tetause the services performed by
these executive officers or employees in their cijga as such are not performed exclusively folitusannot segregate and identify that
portion of the compensation awarded to, earneabpaid to our executive officers by our Managet ttelates solely to their services to us.

Equity Incentive Plan

We will adopt an equity incentive planpimvide incentives to our independent directonspleyees of our Manager and its affiliates,
including Annaly, and other service providers imstate their efforts toward our continued succéssy-term growth and profitability and to
attract, reward and retain personnel. The equitgritive plan will be administered by the compemsatiommittee of our board of directors.
Unless terminated earlier, our equity incentivenphall terminate in 2017, but will continue to gowmeunexpired awards. Our equity incentive
plan provides for grants of restricted common siac#t other equitypased awards up to an aggregate of 8% of the issuwkdutstanding shat
of our common stock (on a fully diluted basis ancluding shares to be sold to Annaly concurrenily whis offering and shares to be sold
pursuant to the underwriters’ exercise of theirraltetment option) at the time of the award, subjea ceiling of 40,000,000 shares available
for issuance under the plan.

Our equity incentive plan will permit theanting of options to purchase shares of comnmrksntended to qualify as incentive stock
options under the Internal Revenue Code, and siptikns that do not qualify as incentive stock opsi. The exercise price of each stock
option may not be less than 100% of the fair mavkéie of our shares of common stock on the datgarit. The compensation committee \
determine the terms of each option, including wiach option may be exercised and the period of, tinag@y, after retirement, death, disabi
or termination of employment during which optionayrbe exercised. Options become vested and exeleisainstallments and the
exercisability of options may be accelerated bydbmpensation committee.

Our equity incentive plan will also petrtie granting of shares of our common stock inftie of restricted common stock. A restricted
common stock award is an award of shares of constamk that may be subject to forfeiture (vestimgytrictions on transferability and such
other restrictions, if any, as the compensationrodtee may impose at the date of grant. The shamsvest and the restrictions may lapse
separately or in combination at such times, undeh €ircumstances, including, without limitationsgecified period of employment or the
satisfaction of pre-established criteria, in sutdtallments or otherwise, as our compensation céieenmay determine.

Unrestricted shares of common stock, Whie shares of common stock awarded at no cdisé tparticipant or for a purchase price
determined by the compensation committee, maykssgsued under our equity incentive plan. The areation committee may also grant
shares of our common stock, stock appreciatiortgjgierformance awards, dividend equivalent rigdutsl other stock and non-stock-based
awards under the incentive plan. These awards maybject to such conditions and restrictions astimpensation committee may deterrr
including, but not limited to, the achievement eftain performance goals or continued employmetit wé through a specific period. Each
award under the plan may not be exercisable maire 10 years after the date of grant.

Our board of directors may at any timeeadh alter or discontinue the incentive plan, arntrot, without a participant’s consent, take any
action that would diminish any of the rights of Bymarticipant under any award granted under the. flaproval of the stockholders, however,
will be required for any amendment that would, otth@n through adjustment as provided in the ireerglan:
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. increase the total number of shares of our comrtawk seserved for issuance under the incentive;|

. change the class of eligible participants undeiinbentive plan
. reprice any option or stock appreciation right
. otherwise require such approv

Our equity incentive plan provides tha tompensation committee of our board of diredtassthe discretion to provide that all or any
outstanding options and stock appreciation righlisb@come fully exercisable, all or any outstargigtock awards will become vested and
transferable and all or any outstanding performaeges and incentive awards will be earned, ahgroutstanding awards may be cancelled
in exchange for a payment of cash or all or angtantling awards may be substituted for awardsahiasubstantially preserve the otherwise
applicable terms of any affected awards previogsiynted under the equity incentive plan if thera ehange in control of us.

Under our equity incentive plan, a chaimgeontrol is defined as the occurrence of antheffollowing events: (i) the acquisition of mc
than 50% of our voting shares by any person;H{&)dale or disposition of all or substantiallyaflbur assets; (iii) a merger, consolidation or
statutory share exchange where our stockholdersfiately prior to such event hold less than 50%hefvoting power of the surviving or
resulting entity; (iv) during any two year periodralirectors, including subsequent directors recemshed or approved by our directors, at the
beginning of such period cease to constitute a mtgjof our board of directors; (v) stockholder apyal of our liquidation or dissolution; or
(vi) the adoption by our board of directors of aalation to the effect that, in its judgment, aasequence of any transaction or event, a
change in control has effectively occurred, exciepthe case of clauses (i) through (vi), if theege of control results from a transaction
between us and our Manager or an affiliate of oan&ger or from a termination of the managementsageat for cause.

Equity Compensation Plan Information

The following table presents informatasof December 31, 2006, with respect to compemsatans under which shares of our comi
stock are authorized for issuance.

Number of Number of
Securities to be Securities
Issued upon Weighted Average Available
Exercise of Exercise Price of for Future Issuance
Outstanding Outstanding Under Equity
Options, Warrants Options, Warrants Compensation
Plan Category and Rights(1) and Rights Plans (1)
Equity Compensation Pla
Approved by Stockholdel — 3 — —
Equity Compensation Plans N
Approved by Stockholde! — $ — —
Total — 3 = =

(1) The amount does not give effect to the 1,301,0@0eshof restricted common stock approved to beedssn our Manager’'s employees
and to our independent directors under our equoitgritive plan, which was approved by our Board iné®ors and shareholder on
November 1, 2007. Each independent director wiljianted 3,000 shares of our restricted commorkstdich fully vest on January
2008. The restricted common stock approved as gitardgur executive officers and other employeesuofManager will vest in equal
installments on the first business day of eactafigoarter over a period of ten years beginningammuary 1, 2008, or all outstanding
unvested shares will fully vest on the death ofitidividual.
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Restricted Common Stock Awards

We have approved making grants on Janua2908 of 1,301,000 shares of restricted comnbhackdo our executive officers and other
employees of our Manager, and our independenttdireominees. Each independent director will bentgré 3,000 shares of our restricted
common stock which fully vest on January 1, 2008ddition, our executive officers and other empks/of our Manager will be granted
shares of our restricted common stock which, a®apgand together with the shares approved asgramiur independent directors, will be an
aggregate of 1,301,000 shares of our common stdgjlec to a pro rata reduction if the aggregate@eds of this offering are less than as set
forth on the cover of this prospectus. The restdatommon stock approved as grants to our execofiiers and other employees of our
Manager will vest in equal installments on thetfirasiness day of each fiscal quarter over a pexiddn years beginning on January 1, 2008.
The restricted common stock approved as grantartexecutive officers and other employees of ounddger that remain outstanding and are
unvested will fully vest on the death of the indiwval. The 1,301,000 shares of our restricted comstmeck approved as grants to our executive
officers and other employees of our Manager ara@utandependent directors represent approximat&l$ef the issued and outstanding sh
of our common stock (on a fully diluted basis afjesing effect to the shares issued in this offgrémd including shares to be sold to Annaly
concurrently with this offering but excluding anyases to be sold pursuant to the underwriters’gserof their overallotment option) based on
the assumption that 33,333,334 shares of our comstomk will be issued in this offering. We will notake distributions on shares of restricted
stock which have not vested.

Indemnification and Limitation on Liability; Insura nce

Maryland law permits a Maryland corparatto include in its charter a provision limitirftetliability of its directors and officers to the
corporation and its stockholders for money damagpesept for liability resulting from:

. actual receipt of an improper benefit or profinioney, property or services;

. active and deliberate dishonesty established liyahjtidgment and which is material to the causaation.

Our charter contains such a provisionchlgliminates directors’ and officers’ liability the maximum extent permitted by Maryland
law.

Our charter also authorizes our comptmihe maximum extent permitted by Maryland lawpbdigate our company to indemnify any
present or former director or officer or any indiwal who, while a director or officer of our comgaand at the request of our company, serves
or has served another corporation, real estatesiment trust, partnership, joint venture, trustpkaypee benefit plan or other enterprise as a
director, officer, partner or trustee, from andiaghany claim or liability to which that individuenay become subject or which that individual
may incur because of his or her service in any sagiacity and to pay or reimburse his or her realsienexpenses in advance of final
disposition of a proceeding.

Our bylaws obligate us, to the maximurteakpermitted by Maryland law, to indemnify anggent or former director or officer or any
individual who, while a director or officer of oubmpany and at the request of our company, senfeasoserved another corporation, real
estate investment trust, partnership, joint ventutst, employee benefit plan or other enterpaisa director, officer, partner or trustee and
is made, or threatened to be made, a party tortteepding because of his or her service in thaagpfrom and against any claim or liability
to which that individual may become subject or vhhtieat individual may incur because of his or f&wiEe in any such capacity and to pay or
reimburse his or her reasonable expenses in adwdfficel disposition of a proceeding.

Maryland law requires a corporation (gslés charter provides otherwise, which our chattes not) to indemnify a director or officer
who has been successful, on the merits or otherimigske defense of any proceeding to which heheris made, or threatened to be made, a
party because of his or her service in such capaddiryland law permits a corporation to indemrit/present and former directors and
officers, among others, against judgments, pemsaliiees, settlements and reasonable expensedhaatearred by them in connection with &
proceeding to which they may be made, or threatémée made, a party because of their servicedsetlor other capacities unless it is
established that:
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. the act or omission of the director or officer vmaaterial to the matter giving rise to the procegdind (i) was committed in bad
faith or (i) was the result of active and delikterdishonesty

. the director or officer actually received an impgopersonal benefit in money, property or servioe
. in the case of any criminal proceeding, the dineotoofficer had reasonable cause to believe tieatt or omission w
unlawful.

A court may order indemnification if iegtrmines that the director or officer is fairlydar@asonably entitled to indemnification, even
though the director or officer did not meet thesgrébed standard of conduct or was adjudged liablthe basis that personal benefit was
improperly received.

Under Maryland law, however, a Marylamtporation may not indemnify for an adverse judghiera suit by or in the right of the
corporation or for a judgment of liability on thadis that personal benefit was improperly receivetEss in either case a court orders
indemnification and then only for expenses. In &ddj Maryland law permits a corporation to advarezsonable expenses to a director or
officer upon the corporation’s receipt of:

. a written affirmation by the director or officer bis or her good faith belief that he or she hastirestandard of condu
necessary for indemnification by the corporatiarg

. a written undertaking by him or her or on his or behalf to repay the amount paid or reimbursethbycorporation if it i
ultimately determined that the standard of conavas not met

We are in the process of obtaining, argket to obtain before the closing of this offeriagoolicy of insurance under which our directors
and officers will be insured, subject to the linvfsthe policy, against certain losses arising frdaims made against such directors and officers
because of any acts or omissions covered underplidy in their respective capacities as directarsfficers, including certain liabilities
under the Securities Act.
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PRINCIPAL STOCKHOLDERS

Immediately prior to the completion ofstioffering, there will be 1,000 shares of commtatk outstanding and one stockholder of
record. At that time, we will have no other shasEsapital stock outstanding. The following tabétssforth certain information, prior to and
after this offering, regarding the ownership offeatass of capital stock by:

. each of our directors and director nomine

. each of our executive officer

. each holder of 5% or more of each class of ourtabgiock; anc
. all of our directors, director nominees and officas a grouf

In accordance with SEC rules, each listed pe's beneficial ownership include
. all shares the investor actually owns beneficialpf record;

. all shares over which the investor has or sharéagor dispositive control (such as in the capaa& a general partner of an
investment fund); an

. all shares the investor has the right to acquithiwib0 days (such as shares of restricted comrnuomk shat are currently vest
or which are scheduled to vest within 60 da

Unless otherwise indicated, all sharesoavned directly and the indicated person has\smiag and investment power. Except as
indicated in the footnotes to the table below,libsiness address of the stockholders listed beddiei address of our principal executive off
1211 Avenue of the Americas, Suite 2902, New Ydhw York 10036.

Percentage of Common Stock Outstanding

Immediately Prior to This Immediately After This
Offering Offering(1)(2)
Name Shares Ownec ~ Percentage ~ Shares Ownec  Percentage
Matthew Lambiase (& — — 90,00( *
Christian J. Woschenko (: — — 90,00( *
William B. Dyer (5) — — 70,00( *
A. Alexandra Denahan (t — — 70,00( *
Paul Donlin (7) — — 3,00( *
Jeremy Diamond (& — — 70,00( *
Mark Abrams (9 — — 3,00( *
Paul A. Keenan (1C — — 3,00 *
All Directors, Director Nominees and Officers A&aoup — — 399,00( 1.1%
Annaly Capital Management, Inc.(1 1,00¢ 10C% 3,621,58. 9.8%

1) Includes shares of restricted common stock appragegtants to our independent directors and emeogéour Manage

(2)  Assumes issuance of 33,333,334 shares offeredyhddeles not include any shares of common stockvededor issuance upon
exercise of the underwrit¢ option.
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(3) Mr. Lambiase, our Chief Executive Officer, Presidend one of our Directors, will be granted an agagte of 90,000 shares of restric
common stock which will vest in equal installmeatsthe first business day of each fiscal quarter aperiod of ten years beginning
January 1, 2008. Includes 2,250 shares of redridenmon stock under our equity incentive plan tlest or have or will become
vested within 60 days after November 2, 2007 and@®¥shares which vest more than 60 days after iibee 2, 2007



(4)

®)

(6)

@)

®)

)

(10)

11)

Mr. Woschenko, our Head of Investments, will benged an aggregate of 90,000 shares of restrictesam stock which will vest in
equal installments on the first business day ohd&cal quarter over a period of ten years begigrin January 1, 2008. Includes 2,250
shares of restricted common stock under our eguigntive plan that vest or have or will becometedsvithin 60 days after November
2, 2007 and 87,750 shares which vest more tharag® after November 2, 20C

Mr. Dyer, our Head of Underwriting, will be grantad aggregate of 70,000 shares of restricted comatoak which will vest in equal
installments on the first business day of eactafigoarter over a period of ten years beginningamuary 1, 2008. Includes 1,750 shi
of restricted common stock under our equity inagnplan that vest or have or will become vestetiwi60 days after November 2,
2007 and 68,250 shares which vest more than 60aftersNovember 2, 200

Ms. Denahan, our Chief Financial Officer and Seusetwill be granted an aggregate of 70,000 shairesstricted common stock whi
will vest in equal installments on the first busiaelay of each fiscal quarter over a period of/ears beginning on January 1, 2008.
Includes 1,750 shares of restricted common stodleiuaur equity incentive plan that vest or havevilirbecome vested within 60 days
after November 2, 2007 and 68,250 shares whichmest than 60 days after November 2, 2(

Independent Director Nominee. Mr. Donlin will beagted an aggregate of 3,000 shares of restrictednom stock which will fully vest
on January 1, 2008. All of the shares of restricimehmon stock will become vested within 60 dayeradftovember 2, 200°

Mr. Diamond, one of our Directors, will be granteu aggregate of 70,000 shares of restricted comatomk which will vest in equal
installments on the first business day of eaclafigoarter over a period of ten years beginnindamuary 1, 2008. Includes 1,750 shi
of restricted common stock under our equity inagnplan that vest or have or will become vestetiwi60 days after November 2,
2007 and 68,250 shares which vest more than 60aftarsNovember 2, 200

Independent Director Nominee. Mr. Abrams will bamged an aggregate of 3,000 shares of restrictednom stock which will fully
vest on January 1, 2008. All of the shares of ieteti common stock will become vested within 60dafter November 2, 200

Independent Director Nominee. Mr. Keenan will barged an aggregate of 3,000 shares of restrictednom stock which will fully
vest on January 1, 2008. All of the shares of ietett common stock will become vested within 60dafter November 2, 200

Annaly Capital Management, Inc. owns our Mana
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Management Agreement

We will enter into a management agreemaitt FIDAC, our Manager, pursuant to which it wilovide the day-to-day management of
our operations. The management agreement requirddanager to manage our business affairs in camifgwith the policies and the
investment guidelines that are approved and madtby our board of directors. See “Our ManagertardMlanagement Agreement—
Management Agreement.”

Our chief executive officer and presidetiief financial officer, head of underwritinge&rsurer, controller, secretary, and head of
investments also serve as employees of our ManAgex.result, the management agreement betweemdusuet Manager negotiated between
related parties, and the terms, including fees Iplayanay not be as favorable to us as if it hachbregotiated with an unaffiliated third party.
See “Business—Conflicts of Interest “ and “Risk teas—Risks Associated with Our Management and Reslship with Our Manager—There
are conflicts of interest in our relationship withr Manager which could result in decisions thatrast in the best interests of our stockholders.’

Restricted Common Stock Awards

Our equity incentive plan provides foagts of restricted common stock and other equigedawards up to an aggregate of 8% of the
issued and outstanding shares of our common stoth (ully diluted basis and including shares teblel to Annaly concurrently with this
offering and shares to be sold pursuant to the writers’ exercise of their overallotment option) at the tiofiehe award, subject to a ceiling
40,000,000 shares available for issuance undesléme Each independent director will be granted®@,6hares of our restricted common stock
which fully vest on January 1, 2008. In additionr executive officers and other employees of oundger will be granted shares of our
restricted common stock which, as a group and bagetith the shares approved as grants to our axignt directors, will be an aggregate of
1,301,000 shares of our common stock subject 1@ agpa reduction if the aggregate proceeds ofdfiesing are less than as set forth on the
cover of this prospectus. The restricted commocksaépproved as grants to our executive officers@hdr employees of our Manager will v
in equal installments on the first business dagaath fiscal quarter over a period of ten yearsriregg on January 1, 2008. The restricted
common stock approved as grants to our executfieeof and other employees of our Manager that irematstanding and are unvested will
fully vest on the death of the individual. The 1130 shares of our restricted common stock appragegrants to our executive officers and
other employees of our Manager and to our indepardieectors represent approximately 3.5% of tsaeésl and outstanding shares of our
common stock (on a fully diluted basis after giviftect to the shares issued in this offering arodliding shares to be sold to Annaly
concurrently with this offering but excluding antyases to be sold pursuant to the underwriters’gserof their overallotment option) based on
the assumption that 33,333,334 shares of our constomk will be issued in this offering. We will notake distributions on shares of restricted
stock which have not vested.

Historical Performance

Annaly has a ten-year history of invegtion a leveraged basis, in Agency RMBS and ateBaper 30, 2007 owned and managed a
portfolio of approximately $44.9 billion. To datybstantially all of Annaly’s portfolio consists Agency RMBS. Similarly, our Manager, a
wholly-owned subsidiary of Annaly substantially aflwhose personnel are also employees of Annalyahl3-year history of managing
Agency RMBS on a leveraged basis. At Septembe2@07, our Manager was the adviser or sub-advisdufals with approximately $2.5
billion in net assets and $13.9 billion in grosseds.

The tables below set forth certain hisedrinvestment performance about Annaly and tigatdnvestment funds advised by our Mang
Annaly, as well as the investment funds adviseduoyManager, have investment strategies and obgsctvhich are different than ours.

Additionally, this information is a reéiton of the past performance of Annaly or the fuadvised by our Manager, and is not a
guarantee or prediction of the returns that we,ayor the funds advised by our Manager may achieviee future. This is especially true for
us because we intend to invest in a much broaday af
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mortgage and real estate assets than Annaly dvilanager’s other investment funds, and we expettitose assets, which will not be Agency
RMBS, will constitute the majority of our investntegortfolio. In particular, neither Annaly nor olMfanager has purchased residential
mortgage loans, nor have they structured mortgage $ecuritizations. In addition, our Manager hag bmited experience investing in non-
Agency RMBS, CMBS and other asset-backed securitiésh we may pursue as part of our investmentegisa Accordingly, neither Annalg’
historical returns, nor those of the investmentfiadvised by our Manager, will be indicative af grerformance of our investment strategy
and we can offer no assurance that our Managereyilicate the historical performance of our Managievestment professionals in their
previous endeavors. Our investment returns coukubstantially lower than the returns achieved loyManager’s investment professionals in

their previous endeavors.

Annaly Historical Performance

Table | sets forth certain historicalamhation with respect to Annaly for the fiscal yeended December 31, 2006, 2005, and 2004.

Table |
Annaly Capital Management, Inc.
Historical Information
(dollars in thousands)

2006 2005 2004
Total Capital Raise $ 1,09933 % 41,65¢ % 607,75
Amount paid to Annaly and Affiliates from proceeafs

offerings® — — —
Amounts paid to third parties from proceeds of iffgs

@ $ 52968 % 1,07 $ 26,75
Stockholder’ Equity $ 2,543,04 $ 1,504,022 $ 1,700,47
Total Asset: $ 30,715,98 $ 16,063,42 $ 19,560,229
Leverage® 10.4:1 9.0:1 9.8:1

(1) Annaly and its affiliates do not receive any consiaas with respect to amounts rais

(2) Aggregate fees and commissions paid to underwriedssales agents, and fees and expenses paiditpdtties in connection with the

offerings such as legal, accounting, printing, élaand listing expense

(3) Ratio of debt to equity
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Table Il sets forth certain summary ficiahinformation about Annaly for the fiscal yearsded December 31, 2006, 2005, 2004, 2003

and 2002.

Statement of Operations Date
Interest incomt
Interest expens

Net interest income

Other income (loss):
Investment advisory and service ft
Gain (loss) on sale of investment securi
Gain on termination of interest rate swi
Income from trading securiti¢
Loss on othe-thar-temporarily impaired securitie

Total other income (loss;
Expenses:
Distribution fees
General and administrative expen
Total Expenses

Impairment of intangibles for customer relationst

Income before income taxes and minority interes
Income taxes

Income (loss) before minority interest
Minority interest

Net income (loss,
Dividends on preferred stock

Net income available (loss related) to common shdrelders

Basic net income (loss) per average common ¢
Diluted net income (loss) per average common s
Dividends declared per common sh

Dividends declared per preferred Series A s
Dividends declared per preferred Series B s

Table Il
Annaly Capital Management, Inc.
Summary Financial Information

For the years ended December 3.

2006 2005 2004 2003 2002
(dollars in thousands, except per share amount:

$ 1,221,88 $ 705,04t $ 532,32( $ 337,43. $ 404,16
1,055,01: 568,56( 270,11¢ 182,00 191,75¢
166,86¢ 136,48t 262,21: 155,42¢ 212,40°
22,35; 35,62¢ 12,51: — —
(3,862) (53,239 5,21¢ 40,90" 21,06:
10,67¢ — — — —
3,99¢ — — — —
(52,349 (83,09¢) — —
(19,19)) (100,71) 17,72; 40,90" 21,06:
3,441 8,00( 2,86( — —
40,06: 26,27¢ 24,02¢ 16,23t 13,96!
43,50 34,27¢ 26,88¢ 16,23 13,96:
2,497 — — — —
101,67¢ 1,497 253,05( 180,10: 219,50°
7,53¢ 10,74« 4,45¢ — —
94,14( (9,247 248,59. 180,108 219,50°
324 — — — —
93,81¢ (9,247 248,59. 180,108 219,50°
19,557 14,59 7,74% — —
$ 74,25¢ ($ 23,840 $ 240,84 $ 180,10: $ 219,50°
$ 044 (% 0.19 $ 202 $ 198 % 2.6¢
$ 044 (% 019 $ 20 % 1924 $ 2.67
$ 057 $ 102 % 19¢ % 198 % 2.67
$ 197 $ 197 $ 1.4% — —
$ 1.0¢ — — — —



Our Manager’s Historical Performance

Our Manager is the adviser or sub-aduiseight investment funds. In each of these inmest funds, our Manager follows the Annaly
investment strategy of investing predominately iArated Agency MBS. Certain of these investmemidfsi are operated like closed-end
funds, and are not required to redeem shares. @thestment funds provide for daily, monthly or ctealy redemptions. Most of these
investment funds declare cash dividends on a daibnthly or quarterly basis. For some investmendfy however, all income is rolled-up in
the fund and not paid to investors until they redekeir shares.

Table | presents the amount of capitizled by the eight investment funds, less redemstithre aggregate cash generated from these
funds and the amount of investment advisory feed cartain other information for the fiscal yeansled 2006, 2005, and 2004.

Table |
Fixed Income Discount Advisory Company
Aggregate Compensation to Our Manager and Affiliate
(dollars in thousands)

2006 2005 2004
. . 1,369,63.

Total Capital RaisetV $74,368 $ $876,28:
Amount paid to our Manager and Affiliates from peeds o

offerings® _ _ _
Amounts paid to third parties from proceeds of wffgs — $ 3834 $ 6,06
Cash Generated from Operatidfis $118,06: $ 174,02( $107,69«
Investment Advisory Fed?® $ 25,00¢ $ 34,85 $ 22,89
Leverage® $ 8071 $ 7.08:1 7.16:1

(1)  This amount is the aggregate amount of capitallihatbeen raised from the investors in the eigtgstment funds. Each of these
investment funds has the ability to raise additi@agital, subject to market conditior

(2)  Our Manager and its affiliates do not receive amymissions with respect to amounts rais

(3) This amount is the aggregate fees and commissmids@ underwriters and placement agents and feg&x@enses paid to third parties
in connection with the offerings such as legalcacting, printing, travel, and listing expens

(4)  This amount is the aggregate net interest incomeedaby the eight investment funds, after all exggsrbut before investment advis
fees.

(5)  This amount is the aggregate investment advis@y faid by the eight investment funds, and incladkssory fees paid to third pai
investment advisers for investment funds for whioh Manager is the s-adviser.

(6) Ratio of debt to net asset vali
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Table Il presents certain historical @ig results with respect to the eight investnientls. The aggregated information about each
investment fund is with respect to the fiscal yearded 2002 to 2006.

Table Il
Fixed Income Discount Advisory Company
Aggregate Summary Historical Performance®)

For the years ended December 31,
2006 2005 2004 2003 2002

(dollars in thousands, except number of investmerftinds)

Gross asse! $ 11,317,69 $ 16,063,73 $ 12,707,72 $ 11,558,00 $ 4,039,40
Net asset 1,239,35! 1,978,67. 1,530,43 1,209,97! 435,70(
Number of investment func 8 8 5 4 1
Statement of Operations
Interest incom $ 688,88t $ 686,25. $ 240,16¢ $ 157,74C $ 43,28(
Interest expens 562,83: 502,00: 124,25! 95,41¢ 24,34¢

Net interest income 126,05: 184,25 115,91¢ 62,32« 18,93
Other income (loss):

Realized gain (loss) on sales or impairrr (254,47} (151,65 (12,239) (3,279) 29

Unrealized gain (loss 163,30¢ (60,52)) (33,659 (19,315 603
Total other income (loss; (91,16¢) (212,179 (45,88¢) (22,58 632
Expenses:

Investment advisory fe 25,00¢ 34,85¢ 22,89 15,80¢ 2,28

All other expense 7,98¢ 10,23: 8,21¢ 7,014 1,05¢
Total expenses 32,99: 45,08¢ 31,11( 22,81¢ 3,34(
Net income (loss $ 189, $ (73,009 $ 38,917 $ 16,91¢ $ 16,22:
Dividends Distributed $ 51,39 $ 89,97¢ $ 47,12¢  $ 28,66 $ 14,38

(1) If the investment fund distributes income, dividerede generally declared with respect to an investriund’s net interest income less
total expenses. For certain funds, realized gaansbe paid out as dividends. Other income (los)lt®in changes to the investment
fund’s net asset value, and generally will not etflemounts available for distribution as divideridiszidends are not return of capital
except with respect to one investment fund, whicB004 and 2005 made aggregate distributions aappately $38.0 million, of
which approximately 17.6% was return of capi

Purchases of Common Stock by Affiliates

Annaly, an affiliate of our Manager, teggeed to purchase shares of stock concurrentigioffering at the same price paid by other
investors in this offering such that Annaly will 0v.8% of the shares after this offering, excludhgres sold pursuant to the underwriters’
exercise of their overallotment option and shafesuo restricted common stock approved to be gdatdeour executive officers and employees
of our Manager and to our independent directors plle to invest the net proceeds of this offerind the concurrent sale of shares to Annaly
in accordance with our investment objectives ardsthategies described in this prospectus.

Other Relationships

Matthew J. Lambiase, our President ani@ixecutive Officer, one of our directors and Ereecutive Vice President, Structured
Products for Annaly and FIDAC, is the son of oné\ahaly’s directors, John A. Lambiase. A. AlexanB@nahan, our Chief Financial Officer
and Secretary and the Controller of Annaly and FID# the sister of Wellington J. Denahan-Nortig Vice Chairman of Annaly and Chief
Investment Officer and Chief Operating Officer afifaly and FIDAC.
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Lack of Separate Representatiot

Kirkpatrick & Lockhart Preston Gates EIlliLP is counsel to us, our Manager and Annalyoimnection with this offering and may in the
future act as counsel to us, our Manager and Anfi&lgre is a possibility that in the future theeneists of various parties may become adverse.
If such a dispute were to arise between us, ourdganor Annaly, separate counsel for such mattérbevretained as and when appropriate
the event of a dispute or conflict between us, FIDAr Annaly, Kirkpatrick & Lockhart Preston Gatellis LLP will not represent any of the
parties in any such dispute or conflict.
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DESCRIPTION OF CAPITAL STOCK

The following summary description of eapital stock does not purport to be complete anslibject to and qualified in its entirety by
reference to the MGCL and our charter and our bydaeopies of which will be available before thesalg of this offering from us upon
request. See “Where You Can Find More Information.”

General

Our charter provides that we may issu#oup00,000,000 shares of common stock having agdae of $0.01 per share and up to
50,000,000 shares of preferred stock having a plaevof $0.01 per share. Upon completion of thierafg, 36,954,914 shares of common
stock will be issued and outstanding and no shafrpseferred stock will be issued and outstand®gr board of directors, with the approval of
a majority of the entire board and without any @ttbn the part of our stockholders, may amend barter from time to time to increase or
decrease the aggregate number of shares of stdbk aumber of shares of stock of any class oeséhiat we have authority to issue. Under
Maryland law, our stockholders generally are naspeally liable for our debts and obligations splke$ a result of their status as stockholders.

Common Stock

All shares of our common stock have eqiggits as to earnings, assets, dividends andgyatird, when they are issued, will be duly
authorized, validly issued, fully paid and non-assdle. Distributions may be paid to the holdersusfcommon stock if, as and when
authorized by our board of directors and declageddiout of funds legally available therefor. Slsaw€our common stock have no preemptive,
appraisal, preferential exchange, conversion cgmgation rights and are freely transferable, exedpre their transfer is restricted by federal
and state securities laws, by contract or by te&iotions in our charter. In the event of our ldption, dissolution or winding up, each share of
our common stock would be entitled to share ratabbll of our assets that are legally availabledistribution after payment of or adequate
provision for all of our known debts and other lidies and subject to any preferential rights ofders of our preferred stock, if any preferred
stock is outstanding at such time. Subject to darter restrictions on the transfer and ownershiguo stock and except as may otherwise be
specified in the terms of any class or series afmon stock, each share of our common stock enttilefiolder to one vote on all matters
submitted to a vote of stockholders, including ¢lextion of directors. Except as provided with extgo any other class or series of stock, the
holders of our common stock will possess exclusiting power. There is no cumulative voting in tlection of directors, which means that
holders of a majority of the outstanding sharesashmon stock can elect all of our directors, anldidrs of less than a majority of such shares
will be unable to elect any director.

Power to Reclassify Shares of Our Stock

Our charter authorizes our board of doesto classify and reclassify any unissued shafrstock 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 restrictions onttaesfer and ownership of our stock, the termsepeaces, conversion or other rights, voting
powers, restrictions, limitations as to dividend®ther distributions, qualifications and termsonditions of redemption for each class or
series. Thus, the board of directors could autledtiz issuance of shares of common stock or pesfetock with terms and conditions which
could have the effect of delaying, deferring orgreting a transaction or a change in control thighirinvolve a premium price for holders of
our common stock or otherwise be in their bestré@gs. No shares of our preferred stock are prgsentstanding and we have no present
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 stockhosg®aroval to increase the total number of
authorized shares of our stock or any class oesefiour 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 willpde us with increased flexibility in structuringgsible future financings and acquisitions an
meeting other needs which might arise. The additiolasses or series, as well as our common stdgttihe available for issuance without
further action by our stockholders, unless stoatt@ohction is required by applicable law or thesubf any stock exchange or automated
guotation system on which our securities may ledi®r traded. Although our board of directors hasntention at the present time of doing
S0, it could authorize us to
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issue a class or series that could, depending tipoterms of such class or series, delay, defprearent a transaction or a change in control of
us that might involve a premium price for holdef®or common stock or otherwise be in their betriests.

Restrictions on Ownership and Transfer

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

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

Our charter also prohibits any persomfi© beneficially or constructively owning sham@sour capital stock that would result in our
being “closely held” under Section 856(h) of theelnal Revenue Code or otherwise cause us toofajlialify as a REIT and (i) transferring
shares of our capital stock if such transfer waekllt in our capital stock being owned by fewemtti 00 persons. Any person who acquires or
attempts or intends to acquire beneficial or cartsive ownership of shares of our capital stock wi#l or may violate any of the foregoing
restrictions on transferability and ownership, drows the intended transferee of shares of ouksttnich are transferred to the trust (as
described below), will be required to give notioamediately to us and provide us with such othesrimfition as we may request to determine
the effect of such transfer on our status as a RHEH€ foregoing restrictions on transferability avanership will not apply if our board of
directors determines that it is no longer in owstlieterests to attempt to qualify, or to continogualify, as a REIT.

Our board of directors, in its sole dé&imn, may exempt a person from the foregoing it&ins. The person seeking an exemption must
provide to our board of directors such represemtaticovenants and undertakings as our board eftdiis may deem appropriate to conclude
that granting the exemption will not cause us &elour status as a REIT. Our board of directors ate&y require a ruling from the Internal
Revenue Service or an opinion of counsel to detegror ensure our status as a REIT.

Any attempted transfer of our securitidsch, if effective, would result in a violation tfe foregoing restrictions will cause the number
of securities causing the violation (rounded toribarest whole share) to be automatically transfielo a trust for the exclusive benefit of one
or more charitable beneficiaries, and the propasedsferee will not acquire any rights in such sities. The automatic transfer will be deen
to be effective as of the close of business orbtlgness day (as defined in our charter) beforel#he of the transfer. If, for any reason, the
transfer to the trust is ineffective, our chartesyides that the purported transfer in violatiortlad restrictions will be voidb initio . Shares of
our stock held in the trust will be issued and tutding shares. The proposed transferee will neéfitseconomically from ownership of any
securities held in the trust, will have no righigdividends and no rights to vote or other rightstautable to the shares of stock held in thett
The trustee of the trust will have all voting rigland rights to dividends or other distributionghwespect to shares held in the trust. These
rights will be exercised for the exclusive benefithe charitable beneficiary. Any dividend or atldéstribution paid before our discovery that
shares of stock have been transferred to thewilldie paid by the recipient to the trustee upemand. Any dividend or other distribution
authorized but unpaid will be paid when due totthstee. Any dividend or distribution paid to tiestee will be held in trust for the charitable
beneficiary. Subject to Maryland law, the trustetk mave the authority (i) to rescind as void arter cast by the proposed transferee before oul
discovery that the shares have been transferréietsust and (i) to recast the vote in accordanmitle the desires of the trustee acting for the
benefit of the charitable beneficiary. Howevenvé have already taken irreversible corporate acttmen the trustee will not have the authority
to rescind and recast the vote.

Within 20 days of receiving notice from that the securities have been transferred ttrisg the trustee will sell the securities to a
person designated by the trustee, whose ownersliig @ecurities will not violate the above owngpdimitations. Upon such sale, the interest
of the charitable beneficiary in the securitieslssill terminate and the trustee will distributeethet proceeds of the sale to the proposed
transferee and to the charitable beneficiary devi@. The proposed transferee will receive thedesé (i) the price paid by the proposed
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transferee for the securities or, if the proposeddferee did not give value for the securitiesdnnection with the event causing the securities
to be held in the trust (e.g., a gift, devise dreotsimilar transaction), the market price (asrdadiin our charter) of the securities on the day of
the event causing the securities to be held irirtrst and (ii) the price received by the trustesrfithe sale or other disposition of the securities.
The trustee may reduce the amount payable to tipoped transferee by the amount of dividends astdlalitions paid to the proposed
transferee and owed by the proposed transferdetustee. Any net sale proceeds in excess @rtiaint payable to the proposed transferee
will be paid immediately to the charitable benedigi. If, before our discovery that the securitiagénbeen transferred to the trust, the securities
are sold by the proposed transferee, then (i)ebarties shall be deemed to have been sold onfltedtihe trust and (i) to the extent that the
proposed transferee received an amount for theiiesithat exceeds the amount the proposed traesfeas entitled to receive, the excess
shall be paid to the trustee upon demand.

In addition, the securities held in thest will be deemed to have been offered for salgst or our designee, at a price per share equal t
the lesser of (i) the price per share in the trefisa that resulted in the transfer to the trust ifothe case of a devise or gift, the markete&t
the time of the devise or gift) and (ii) the margete on the date we, or our designee, acceptffee We may reduce the amount payable to
the proposed transferee, however, by the amousmtyflividends or distributions paid to the proposadsferee on the securities and owed by
the proposed transferee to the trustee. We wiletihe right to accept the offer until the trustae bold the securities. Upon a sale to us, the
interest of the charitable beneficiary in the séms sold will terminate and the trustee will distte the net proceeds of the sale to the prog
transferee.

All certificates representing the sedasitwill bear a legend referring to the restriciatescribed above or will state that we will fumés
full statement about certain transfer restrictitma stockholder upon request and without charge.

Every owner of more than 5% (or such lopercentage as required by the Internal Revenwe Gothe regulations promulgated
thereunder) in value of all classes or series ofsteck, 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 numibbaces of each class and series of shares
of our stock which the owner beneficially owns andescription of the manner in which the shareshal#. Each owner shall provide to us
such additional information as we may request terdane the effect, if any, of the beneficial owstgp on our status as a REIT and to ensure
compliance with the ownership limitations. In adulit each such owner shall upon demand be reqtarptbvide to us such information as we
may request, in good faith, to determine our statua REIT and to comply with the requirementsnyf @xing authority or governmental
authority or to determine such compliance.

These ownership limitations could del@dgfer or prevent a transaction or a change in obtitat might involve a premium price for the
common stock or might otherwise be in the bestéstis of our stockholders.

Listing

Our common stock has been approveddting on the New York Stock Exchange under the giifBIM”.
Transfer Agent and Registrar
The transfer agent and registrar forshares of common stock is Mellon Investor ServideS.
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CERTAIN PROVISIONS OF THE MARYLAND GENERAL CORPORAT ION LAW
AND OUR CHARTER AND BYLAWS

The following description of the term®af stock and of certain provisions of Marylanavles only a summary. For a complete
description, we refer you to the MGCL, our chaed our bylaws, copies of which will be availab&fdye the closing of this offering from us
upon request.

The MGCL and our charter and bylaws cionpaovisions that could make it more difficult farpotential acquiror to acquire us by a
tender offer, proxy contest or otherwise. Theseigions are expected to discourage certain coetakeover practices and inadequate take
bids and to encourage persons seeking to acquiteotof us to negotiate first with our board ofetitors. We believe that the benefits of these
provisions outweigh the potential disadvantagedisfouraging any such acquisition proposals becaumseng other things, the negotiation of
such proposals may improve their terms.

Classification of Board of Directors

Pursuant to our charter, our board cfctors is divided into three classes of directBegjinning in 2008, directors of each class will be
chosen for three-year terms upon the expiraticth&if current terms and every year one class ofloactors will be elected by our
stockholders. We believe that classification of board of directors will help to assure the continand stability of our business strategies and
policies as determined by our board of directordErs of shares of our common stock will not heneeright to cumulative voting in the
election of directors. Consequently, at each anmggadting of stockholders, the holders of a majaftthe shares of our common stock entitled
to vote will be able to elect all of the successiirthe class of directors whose terms expire @ntieeting.

Currently the number of directors in eatdss and the expiration of each class term felksvs:

Class | Director: 2 Directors Expires 200¢
Class Il Director 2 Directors Expires 200¢
Class 1l Directors 1 Director Expires 201(

The classified board provision in our tbacould have the effect of making the replaceneéincumbent directors more time consun
and difficult. Two separate meetings of stockhdderstead of one, will generally be required tfeefa change in a majority of our board of
directors. Thus, the classified board provisionldancrease the likelihood that incumbent directoiié retain their positions. The staggered
terms of directors may delay, defer or preveninaée offer or an attempt to change control of ugnethough a tender offer or change in
control might be in the best interests of our shadtters.

Number of Directors; Vacancies; Removal of Directos

Our charter provides that the numberidadors is set at five, which number may be inseebor decreased by the board of directors in
accordance with our bylaws. Our bylaws provide thatajority of our entire board of directors mayaay regular or special meeting called for
that purpose, increase or decrease the numberaatalis. However, unless our bylaws are amendedjdimber of directors may never be less
than the minimum number required by the MGCL, norerthan 15.

Our bylaws provide that any vacancy ontmard of directors may be filled by a majoritytbé remaining directors. Any individual so
elected director will hold office for the unexpireefm of the director he or she is replacing. Charter provides that a director may be remc
at any time only for cause upon the affirmativeevot at least two-thirds of the votes entitled ¢éodast in the election of directors. These
provisions preclude stockholders from removing inbent directors, except for cause and upon a suigtaffirmative vote, and filling the
vacancies created by such removal with their owminees.

Our charter provides that, at such timeva have at least three independent directorsiataiss of our common or preferred stock is
registered under the Securities Exchange Act ofi188the Exchange Act, we will elect to be subjedhe provision of Subtitle 8 of Title 3 of
the MGCL regarding the filling of vacancies on th@ard of directors. Accordingly, at such time, gtcas may be provided by the board of
directors in setting the terms of any class oreseoif stock, any and all vacancies on the boadire€tors may be filled only by the affirmative
vote of a majority of the remaining directors ificd, even if the remaining directors do not can$ti a quorum, and any director elected to fill
a vacancy will serve for the remainder of the fetin of the class in which the vacancy occurredwantd a successor is duly elected and
qualified.
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Our charter provides that a director rhayemoved only for cause, as defined in our cheatel then only by the affirmative vote of at
least two-thirds of the votes entitled to be caghe election of directors.

Action by Stockholders

Under the MGCL, stockholder action cartdieen only at an annual or special meeting ofi$tolders or by unanimous written conser
lieu of a meeting (unless the charter providesaftasser percentage, which our charter does niogsd provisions, combined with the
requirements of our bylaws regarding the calling stockholder-requested special meeting of stddkh® discussed below, may have the
effect of delaying consideration of a stockholdepwsal until the next annual meeting.

Advance Notice Provisions for Stockholder Nominatins and Stockholder Proposals

Our bylaws provide that with respect moamnual meeting of stockholders, nominations divikuals for election to the board of
directors and the proposal of business to be cersitlby stockholders may be made only (i) purst@atir notice of the meeting, (ii) by the
board of directors or (iii) by a stockholder whosaastockholder of record both at the time of giviri notice by such stockholder as provided
for in our bylaws and at the time of the annual timgeand who is entitled to vote at the meeting ahd has complied with the advance notice
procedures of the bylaws. With respect to specegdtings of stockholders, only the business spekifieour notice of the meeting may be
brought before the meeting. Nominations of indialufor election to the board of directors at acigdeneeting may be made only (i) pursuant
to our notice of the meeting, (ii) by the boarddotctors or (iii) provided that the board of dif@s has determined that directors will he ele
at the meeting, by a stockholder who was a stodéraif record both at the time of giving of notmesuch stockholder, as provided for in our
bylaws, and at the time of the special meeting igtentitled to vote at the meeting and who has dieupvith the advance notice provisions of
the bylaws.

The purpose of requiring stockholdergit@ us advance notice of nominations and otheinkss is to afford our board of directors a
meaningful opportunity to consider the qualificaoof the proposed nominees and the advisabiligngfother proposed business and, to the
extent deemed necessary or desirable by our bdalideators, to inform stockholders and make reca@ndations about such qualifications or
business, as well as to provide a more orderlygatore for conducting meetings of stockholders. édtdh our bylaws do not give our board of
directors any power to disapprove stockholder nations for the election of directors or proposalsommending certain action, they may
have the effect of precluding a contest for thetée of directors or the consideration of stockieslproposals if proper procedures are not
followed and of discouraging or deterring a thiedty from conducting a solicitation of proxies tea its own slate of directors or to approve
its own proposal without regard to whether congitlen of such nominees or proposals might be hdrarfbeneficial to us and our
stockholders.

Calling of Special Meetings of Stockholders

Our bylaws provide that special meetiofjstockholders may be called by our board of dimecand certain of our officers. Additionally,
our bylaws provide that, subject to the satisfactibcertain procedural and informational requiratseby the stockholders requesting the
meeting, a special meeting of stockholders shatldiled by the secretary of the company upon thtemrrequest of stockholders entitled to
cast not less than a majority of all the votestkatito be cast at such meeting.

Approval of Extraordinary Corporate Action; Amendme nt of Charter and Bylaws

Under Maryland law, a Maryland corporatgenerally cannot dissolve, amend its chartergmesell all or substantially all of its assets,
engage in a share exchange or engage in simitaactions outside the ordinary course of businedess approved by the affirmative vote of
stockholders entitled to cast at least two-thirtithe votes entitled to be cast on the matter. Hamea Maryland corporation may provide in its
charter for approval of these matters by a lessegntage, but not less than a majority of alheftotes entitled to be cast on the matter. Our
charter, with certain exceptions, generally prosife approval of charter amendments and extraarditransactions, which have been first
declared advisable by our board of directors, leystockholders entitled to cast at least a majaoffityhe votes entitled to be cast on the matter.

Our bylaws provide that the board of dioes will have the exclusive power to adopt, afterepeal any provision of our bylaws and to
make new bylaws.
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No Appraisal Rights

As permitted by the MGCL, our charterypdes that stockholders will not be entitled to reige appraisal rights unless a majority of our
board of directors determines that such rights agly.

Control Share Acquisitions

The Maryland Control Share AcquisitiontAcovides that control shares of a Maryland caaion acquired in a control share acquisi
have no voting rights except to the extent apprdwed vote of two-thirds of the votes entitled ®dast on the matter. Shares owned by the
acquiror, by officers or by directors who are enyples of the corporation are excluded from sharéifezhto vote on the matter. Control sha
are voting shares of stock which, if aggregatedth @it other shares of stock owned by the acquiran oespect of which the acquiror is able to
exercise or direct the exercise of voting powecégpt solely by a revocable proxy), would entitle #tquiror to exercise voting power in
electing directors within one of the following rasgof voting power:

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

Control shares do not include sharesitfiiiring person is then entitled to vote as alte$inaving previously obtained stockholder
approval. A control share acquisition means theaisttipn of control shares, subject to certain gtoss.

A person who has made or proposes to raamntrol share acquisition may compel the bo&udirectors of the corporation to call a
special meeting of stockholders to be held witlirdays of demand to consider the voting rightdefdhares. The right to compel the callin
a special meeting is subject to the satisfactioceofain conditions, including an undertaking ty fflze expenses of the meeting. If no request
for a meeting is made, the corporation may itsedspnt the question at any stockholders meeting.

If voting rights are not approved at theeting or if the acquiring person does not delareecquiring person statement as required b
statute, then the corporation may repurchase fovédue any or all of the control shares, excépse for which voting rights have previously
been approved. The right of the corporation to refpase control shares is subject to certain canditand limitations. Fair value is determin
without regard to the absence of voting rightstfar control shares, as of the date of the lastrcbsihare acquisition by the acquiror or of any
meeting of stockholders at which the voting righitshe shares are considered and not approvedtitig/rights for control shares are approved
at a stockholders meeting and the acquiror becemiitted to vote a majority of the shares entitedote, all other stockholders may exercise
appraisal rights. The fair value of the sharesedsrdhined for purposes of appraisal rights maybedess than the highest price per share paid
by the acquiror in the control share acquisition.

The Control Share Acquisition Act does apply (a) to shares acquired in a merger, codattin or share exchange if the corporation is
a party to the transaction or (b) to acquisitiopgraved or exempted by the charter or bylaws ottivporation.

Our bylaws contain a provision exempfiran the Control Share Acquisition Act any andaadbuisitions by any person of our shares of
stock. There can be no assurance that such prowisgibnot be amended or eliminated at any timéhia future. However, we will amend our
bylaws to be subject to the Control Share Acquisithct only if the board of directors determineattit would be in our best interests.

Business Combinations

Under Maryland law, “business combinatibbetween a Maryland corporation and an interesteckholder or an affiliate of an
interested stockholder are prohibited for five geater the most recent date on which the intedestieckholder becomes an interested
stockholder. These business combinations includerger, consolidation, share exchange, or, in gistances specified in the statute, an asset
transfer or issuance or reclassification of egségurities. An interested stockholder is defined as

. any person who beneficially owns 10% or more ofubng power of the corporati’s shares; ¢
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. an affiliate or associate of the corporation wharey time within the two-year period before théeda question, was the
beneficial owner of 10% or more of the voting powéthe then outstanding voting stock of the cogtion.

A person is not an interested stockholdeter the statute if the board of directors appdown advance the transaction by which he, sl
it otherwise would have become an interested sudien. However, in approving a transaction, therbad directors may provide that its
approval is subject to compliance, at or aftertiime of approval, with any terms and conditionsedetined by the board.

After the five-year prohibition, any bnsss combination between the corporation and areisiied stockholder generally must be
recommended by the board of directors of the catjpmr and approved by the affirmative vote of aste

. 80% of the votes entitled to be cast by holdemsutétanding shares of voting stock of the corporatand

. two-thirds of the votes entitled to be cast by holagngoting stock of the corporation other than skdreld by the intereste
stockholder with whom or with whose affiliate thesiness combination is to be effected or held bgffitiate or associate of the
interested stockholde

These super-majority vote requirementaatoapply if the corporatios’common stockholders receive a minimum price gdiseld unde
Maryland law, for their shares in the form of castother consideration in the same form as preWopsid by the interested stockholder for its
shares.

The statute permits various exemptioamfits provisions, including business combinatitired are exempted by the board of directors
before the time that the interested stockholdeolvess an interested stockholder. Our board of diredias adopted a resolution which prov
that any business combination between us and 4y person is exempted from the provisions of theifless Combination Act, provided that
the business combination is first approved by therd of directors. This resolution, however, mayaltered or repealed in whole or in part at
any time. If this resolution is repealed, or thatabof directors does not otherwise approve a lessicombination, the statute may discourage
others from trying to acquire control of us andréase the difficulty of consummating any offer.

Subtitle 8

Subtitle 8 of Title 3 of the MGCL permasMaryland corporation with a class of equity sé@s registered under the Exchange Act and
at least three independent directors to elect tsubgect, by provision in its charter or bylawsaaresolution of its board of directors and
notwithstanding any contrary provision in the cbadr bylaws, to any or all of five provisions:

. a classified boarc

. a twc-thirds stockholder vote requirement for removirgjractor;

. a requirement that the number of directors be fixelg by vote of the director:

. a requirement that a vacancy on the board be filldyg by the remaining directors and for the rerdainof the full term of th

class of directors in which the vacancy occurrexdt

. a majority requirement for the calling of a speciedeting of stockholder

Through provisions in our charter andalmg unrelated to Subtitle 8, we already (a) reqaiir@o-thirds stockholder vote for the removal
of any director from the board, as well as reqthe such removal be for cause (as defined in barter), (b) unless called by our Chairman of
the Board, our President, our Chief Executive @ffior the board, require the request of holdeis fjority of outstanding shares to call a
special meeting and (c) vest in the board the skabupower to fix the number of directorships. ©@harter also provides that at such time as
Subtitle 8 becomes applicable to us, our boardhille the exclusive power to fill vacancies onlibard, by a vote of a majority of the
remaining directors, and such vacancies will Hediuntil the end of the term of the class of dives in which the vacancy occurred.
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Limitation on Liability of Directors and Officers; Indemnification and Advance of Expense:

Maryland law permits a Maryland corpavatio include in its charter a provision limitirftetliability of its directors and officers to the
corporation and its stockholders for money damagespt for liability resulting from (i) actual rdpeof an improper benefit or profit in
money, property or services or (ii) active and lasslate dishonesty established by a final judgmedtvehich is material to the cause of action.
Our charter contains such a provision which elirteésalirectors’ and officers’ liability to the maxinm extent permitted by Maryland law.

Our charter also authorizes our comp#mihe maximum extent permitted by Maryland lawoltigate our company to indemnify any
present or former director or officer or any indival who, while a director or officer of our compaand at the request of our company, serves
or has served another corporation, real estatesiment trust, partnership, joint venture, trustpkayee benefit plan or other enterprise as a
director, officer, partner or trustee, from andiaghany claim or liability to which that individuenay become subject or which that individual
may incur because of his or her service in any sagacity and to pay or reimburse his or her reasienexpenses in advance of final
disposition of a proceeding.

Our bylaws obligate us, to the maximurteekpermitted by Maryland law, to indemnify anggent or former director or officer or any
individual who, while a director or officer of oubmpany and at the request of our company, senessoserved another corporation, real
estate investment trust, partnership, joint ventust, employee benefit plan or other enterpgisa director, officer, partner or trustee and
is made, or threatened to be made, a party tortheepding because of his or her service in any saphcity from and against any claim or
liability to which that individual may become sutf@r which that individual may incur because & bi her service in any such capacity ar
pay or reimburse his or her reasonable expenszdvimnce of final disposition of a proceeding. Chairter and bylaws also permit our comp
to indemnify and advance expenses to any individim served a predecessor of our company in attyeofapacities described above and any
employee or agent of our company or a predecessuraompany.

Maryland law requires a corporation (gslés charter provides otherwise, which our chattes not) to indemnify a director or officer
who has been successful, on the merits or otherimiske defense of any proceeding to which heheris made a party because of his or her
service in that capacity. Maryland law permits gpooation to indemnify its present and former dioes and officers, among others, against
judgments, penalties, fines, settlements and reddem®xpenses actually incurred by them in conoedtiith any proceeding to which they
be made, or are threatened to be made, a partysdecatheir service in those or other capacitidsess it is established that (i) the act or
omission of the director or officer was materiattte matter giving rise to the proceeding and (&% wommitted in bad faith or (2) was the
result of active and deliberate dishonesty, (i@ director or officer actually received an impropersonal benefit in money, property or serv
or (i) in the case of any criminal proceedingg ttirector or officer had reasonable cause to &elieat the act or omission was unlawful.

A court may order indemnification if ikgtrmines that the director or officer is fairlydar@asonably entitled to indemnification, even
though the director or officer did not meet thesgrébed standard of conduct or was adjudged liablthe basis that personal benefit was
improperly received. However, under Maryland lawjaryland corporation may not indemnify for an adeejudgment in a suit by or in the
right of the corporation or for a judgment of liyi on the basis that a personal benefit was impprty received, unless in either case a court
orders indemnification, and then only for expenseaddition, Maryland law permits a corporatioratdvance reasonable expenses to a dir
or officer upon the corporation’s receipt of (ijvaitten affirmation by the director or officer ofshor her good faith belief that he or she has met
the standard of conduct necessary for indemniticaby the corporation and (i) a written undertakby him or her or on his or her behalf to
repay the amount paid or reimbursed by the corjuorétit is ultimately determined that the standlaf conduct was not met.
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SHARES ELIGIBLE FOR FUTURE SALE

Before this offering, there has been ublic market for our common stock. We cannot prettie effect, if any, that sales of shares or
availability of shares for sale will have on therket price of our common stock prevailing from titegtime. Sales of substantial amounts of
our common stock in the public market, or the pgtioa that such sales could occur, could adverafigct the prevailing market price of our
common stock.

Upon completion of this offering, we whive outstanding an aggregate of approximatel§536914 of our common stock. In addition,
our equity incentive plan provides for grants dftrieted common stock and other equity-based awgpds an aggregate of 8% of the issued
and outstanding shares of our common stock (otyadiluted basis and including shares to be soldmnaly concurrently with this offering
and shares to be sold pursuant to the underwriggescise of their overallotment option) at thediof the award, subject to a ceiling of
40,000,000 shares available for issuance undepléime We have also approved making grants on Jariy&008 of 1,301,000 shares of our
restricted common stock to our independent direcamid our Manager’s employees. Each independezutdirwill be granted 3,000 shares of
our restricted common stock which fully vest onulamy 1, 2008. In addition, our executive officensl ather employees of our Manager will
granted shares of our restricted common stock whiska group and together with the shares appravegants to our independent directors,
will be an aggregate of 1,301,000 shares of oumesomstock subject to a pro rata reduction if thgragate proceeds of this offering are less
than as set forth on the cover of this prospedths.restricted common stock approved as grantatexecutive officers and other employees
of our Manager will vest in equal installments be first business day of each fiscal quarter oyegréod of ten years beginning on January 1,
2008. The restricted common stock approved as gitardgur executive officers and other employeesuofManager that remain outstanding
and are unvested will fully vest on the death efitidividual. The 1,301,000 shares of our restrictemmon stock approved as grants to our
executive officers and other employees of our Menagd to our independent directors represent appately 3.5% of the issued and
outstanding shares of our common stock (on a flillyted basis after giving effect to the shareséskin this offering and including shares t
sold to Annaly concurrently with this offering bexcluding any shares to be sold pursuant to themwriters’ exercise of their overallotment
option) based on the assumption that 33,333,33#slud our common stock will be issued in this offg.

The shares of common stock sold in tHisrimg will be freely tradable without restrictiar further registration under the Securities Act
unless the shares are held by any of our “affgidtas that term is defined in Rule 144 under theuSities Act. As defined in Rule 144, an
“affiliate” of an issuer is a person that directty,indirectly through one or more intermediariesntrols, is controlled by or is under common
control with the issuer. All shares of our comméock held by our affiliates, including our officemad directors, are restricted securities as tha
term is defined in Rule 144 under the Securities Restricted securities may be sold in the pullgrket only if registered under the securities
laws or if they qualify for an exemption from reméion under Rule 144, as described below.

Rule 144

In general, under Rule 144 as curremtlgffect, if one year has elapsed since the daéeaiisition of restricted common stock from us
or any of our affiliates, and we have been a pulglporting company under the Exchange Act for asti®0 days, the holder of such restricted
common stock can sell the shares, provided thatthgber of shares sold by such person within argetmonth period cannot exceed the
greater of:

. 1% of the total number of shares of our commonkstben outstanding; ¢

. the average weekly trading volume of our commonlkstiuring the four calendar weeks preceding the datwhich notice of tt
sale is filed with the SEC

Sales under Rule 144 also are subjex¢itiain manner of sale provisions, notice requimreiand the availability of current public
information about us (which will require us to fpperiodic reports under the Exchange Act). If tvears have elapsed since the date of
acquisition of restricted common stock from usmy af our affiliates and the holder is not one of affiliates at any time during the three
months preceding the proposed sale, such persosetlasuch shares in the public market under Ra#gK) without regard to the volume
limitations, manner of sale provisions, public imf@tion requirements or notice requirements.
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No assurance can be given as to (i)ikedihood that an active market for our common ktadl develop, (ii) the liquidity of any such
market, (i) the ability of the stockholders tdigbe securities or (iv) the prices that stocklesklmay obtain for any of the securities. No
prediction can be made as to the effect, if argt fiture sales of shares, or the availabilitytadres for future sale, will have on the market
price prevailing from time to time. Sales of sulbgil amounts of common stock, or the percepti@t sluch sales could occur, may affect
adversely prevailing market prices of the commarilstSee “Risk Factors—Risks Related To Our Com8tock.”

Lock-Up Agreements

We, Annaly and each of our executivecsffs, our directors and the persons who will becoaradirectors upon completion of this
offering have agreed with the underwriters notfferp sell or otherwise dispose of any common stoic&ny securities convertible into or
exercisable or exchangeable for common stock orrighys to acquire common stock for a period of #&9s after the date of this prospectus,
without the prior written consent of Merrill Lynchubject to specific limited exceptions. See “Und@ing—No Sales of Similar Securities.”

In connection with the 180-day restricpediod with the underwriters, if either (1) duritige last 17 days of the lock-up period, we
release earning results or material news, or anmh&yent relating to us occurs or (2) beforegkpiration of the 180-day restricted period, we
announce that we will release earnings resultsiduhie 16-day period beginning on the last dayefit80-day period, then in either case the
expiration of the lock-up will be extended untietexpiration of the 18-day period beginning ondhte of the release of the earnings results or
the occurrence of the material news or event, picaple, unless Merrill Lynch waives, in writingiich an extension.

Merrill Lynch has informed us that they ot have a present intent or arrangement togeleay of the securities subject to the lock-up
provisions agreed to with the underwriters. Theasé of any lock-ups will be considered on a cgsealke basis. Merrill Lynch in its sole
discretion and at any time without notice releasaes or all of the shares subject to lock-up agrersigefore the expiration of the 180-day
lock-up period. When determining whether or notdi@ase shares from the lock-up agreements, Mewilth will consider, among other
factors, the stockholder’s reasons for requestiegé¢lease, the number of shares for which thaselés being requested and market conditions
at such time.

Additionally, Annaly has agreed with osat further lock-up period that will expire at tharlier of (i) the date which is three years
following the date of this prospectus or (ii) tleenhination of the management agreement.
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CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

This section summarizes the materialf@dacome tax considerations that you, as an O\aeedefined in the immediately succeeding
paragraph) of shares of common stock, may consédevant. McKee Nelson LLP has acted as our taxisel) has reviewed this section and is
of the opinion that the discussion contained hefi@ity summarizes the federal income tax consegegthat are likely to be material to an
Owner of our shares of common stock. Because #uitios is a summary, it does not address all asgédaxation that may be relevant to
particular Owners of our common stock in light loéir personal investment or tax circumstancesy aettain types of Owners that are subject
to special treatment under the federal incomeaws) such as insurance companies, tax-exempt aegaomis (except to the extent discussed in
“—Taxation of Owners,—Taxation of Tax-Exempt Owridselow), regulated investment companies, partripssand other pass-through
entities (including entities classified as parthgrs for federal income tax purposes), financiatitntions or broker-dealers, and non-U.S.
individuals and foreign corporations (except to ééent discussed in “—Taxation of Owners,—Taxatibiroreign 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 ague
. “Disqualified organizatio” we mean any organization described in section 8§0&Y of the Code, including

i. the United States
ii. any state or political subdivision of the Uniteciss;

iii. any foreign governmen

iv. any international organizatio
V. any agency or instrumentality of any of the foregp
vi. any charitable remainder trust or other-exempt organization, other than a far's cooperative described in sect

521 of the Code, that is exempt both from incorxatian and from taxation under the unrelated bissiriaxable
income provisions of the Code; a

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 ownershgréast in shares of our common stc
. “TMP,” we mean a taxable mortgage pool as that term isetkin section 7701(i)(2) of the Coc
. “U.S. Persorl” we mean (i) a citizen or resident of the United&a(ii) a corporation (or entity treated as goooation for

federal income tax purposes) created or organizélel United States or under the laws of the Urfitsdes or of any state
thereof, including, for this purpose, the Disto€tColumbia; (iii) a partnership (or entity treatasl a partnership for tax purposes)
organized in the United States or under the lawth@tnited States or of any state thereof, inclgdfor this purpose, the

District of Columbia (unless provided otherwisefbiure Treasury regulations); (iv) an estate whoseme is includible in gro:
income for federal income tax purposes regardlégs source; or (v) a trust, if a court within thimited States is able to exerc
primary supervision over the administration of thest and one or more U.S. Persons have authoritpiitrol all substantial
decisions of the trust. Notwithstanding the prengdilause, to the extent provided in Treasury r&gnis, certain trusts that we

in existence on August 20, 1996, that were treated.S. Persons prior to such date, and that elecintinue to be treated as
U.S. Persons, also are U.S. Pers
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The statements in this section and theiop of McKee Nelson LLP are based on the curfederal 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 tgiaethe IRS would not assert, or that a courtldimot sustain, a position contrary to any of
the tax consequences described below. We haveuaghsand will not seek an advance ruling fromI&R® regarding any matter in this
prospectus.

This summary provides general informatioty and is not tax advice. We urge you to congaolltr tax advisor regarding the specific tax
consequences to you of the purchase, ownershipaladf our common stock and of our election téalxed as a REIT. Specifically, you
should consult your tax advisor regarding the feljetate, local, foreign, and other tax consegegmné such purchase, ownership, sale and
election, and regarding potential changes in appletax laws.

Taxation of Our Company

We plan to make an election to be taxseed REIT under Sections 856 through 860 of the @odemencing with our short taxable year
ended on December 31, 2007, upon filing our fedaame tax return for that year. We believe thatwere organized and have operated and
will continue to operate in such a manner as tdifyuar taxation as a REIT under the federal in@tax laws, but no assurances can be given
that we will operate in a manner so as to qualifyemnain qualified as a REIT. This section discashke laws governing the federal income tax
treatment of a REIT and the owners of REIT stodiede laws are highly technical and complex.

In connection with this offering, McKeesNon LLP is rendering an opinion that, providedtineely elect to be taxed as a REIT on our
first federal income tax return, we will qualify be taxed as a REIT for our short taxable year @wotieDecember 31, 2007, and our
organization and current and proposed method afatipe will enable us to continue to meet the reguients for qualification and taxation ¢
REIT for our taxable year ending December 31, 280F subsequent taxable years. Investors should/iée=dahat Mckee Nelson LLBopinior
is based upon customary assumptions, is conditiaped certain representations made by us as todlactatters, including representations
regarding the nature of our assets and the comdwttr business, and is not binding upon the IR8nyrcourt.

In addition, McKee Nelson LLP’s opinicbased on existing federal income tax law govergimalification as a REIT, which is subject
to change either prospectively or retroactively.rétiver, our qualification and taxation as a REIPpeatal upon our ability to meet on a
continuing basis, through actual annual operatsglts, certain qualification tests set forth ie federal income tax laws. Those qualification
tests involve the percentage of income that we frlam specified sources, the percentage of outtsiisat falls within specified categories, the
diversity of our stock ownership, and the perceatagour earnings that we distribute. McKee NelsbR will not review our compliance with
those tests on a continuing basis. Accordinglyasgurance can be given that our actual resultperftions for any particular taxable year will
satisfy such requirements. For a discussion ofghe&onsequences of our failure to qualify as alREée “—Failure to Qualify.”

If we qualify as a REIT, we generally wibt be subject to federal income tax on our téx@come that we currently distribute to our
stockholders, but taxable income generated by onregtic TRSs will be subject to regular federati(applicable state and local) corporate
income tax. However, we will be subject to fedeaal in the following circumstances:

. We will pay federal income tax on our taxable inegrimcluding net capital gain, that we do not distie to stockholders durin
or within a specified time period after, the calengear in which the income is earn
. We may be subject to the “alternative minimum tar”any items of tax preference including any deidustof net operating
losses
. We will pay federal income tax at the highest cogpe rate on
o] net income from the sale or other disposition afperty acquired through foreclosure, which we réfeas

foreclosure property, that we hold primarily fofesto customers in the ordinary course of businasd

o] other noi-qualifying income from foreclosure proper
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We will pay a 100% tax on net income earned frotassar other dispositions of property, other thareélosure property, that \
hold primarily for sale to customers in the ordinaourse of busines

If we fail to satisfy the 75% gross income testh@ 95% gross income test, as described below “—Gross Income Tes”
but nonetheless continue to qualify as a REIT beeawe meet other requirements, we will be subfeat100% tax or

o] the greater of the amount by which we fail the 7g¥%ss income test or the 95% gross income testjptied], in
either case, b

o] a fraction intended to reflect our profitabilir

If we fail to satisfy the asset tests by more thate minimis amount, as described below under “—efA$ssts,” as long as the
failure was due to reasonable cause and not tlulileglect, we dispose of the assets or otheragseply with such asset tests
within six months after the last day of the quaitewhich we identify such failure and we file dhedule with the IRS describing
the assets that caused such failure, we will pax &qual to the greater of $50,000 or 35% of #teimcome from the non-
qualifying assets during the period in which weefdito satisfy such asset te:

If we fail to satisfy one or more requirements REIT qualification, other than the gross incomesesd the asset tests, and ¢
failure was due to reasonable cause and not dwéltiol 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 failmeet recordkeeping
requirements intended to monitor our compliancé wides relating to the composition of a REIT sctioolders, 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 o
REIT capital gain net income for the year and @iy undistributed taxable income from earlier pgsi we will pay a 4%
nondeductible excise tax on the excess of the reduistribution over the amount we actually disited, plus any retained
amounts on which income tax has been paid at tipocate level

We may elect to retain and pay federal income tagur net lon-term capital gain. In that case, a Domestic Ownauld/be
taxed on its proportionate share of our undisteduong-term capital gain (to the extent that wéena timely designation of
such gain to the stockholder) and would receiveeditor refund for its proportionate share of tae we paid

We will be subject to a 100% excise tax on traneastbetween us and any of our TRSs that are nmatumied on an ar's-
length basis

If (a) we recognize excess inclusion income faaable year as a result of our ownership of a 18Q%ity interest in a TMP ¢
our ownership of a REMIC residual interest anddi or more Disqualified Organizations is the rdamwner of shares of our
common stock during that year, then we will be sabfo tax at the highest corporate federal inctargate on the portion of the
excess inclusion income that is allocable to thegDalified Organizations. We do not anticipate oWgriREMIC residual
interests; we may, however, own 100% of the equnigrests in one or more CDO offerings or one orertrusts formed in
connection with our securitization transactiong,ibtend to structure each CDO offering and eaciggzation transaction so
that the issuing entity would not be classifiedha&MP. Se¢“‘—Taxable Mortgage Poo”

If we acquire any asset from a C corporation, coporation that generally is subject to full caigte-level tax, in a merger or
other transaction in which we acquire a basis énaset that is determined by reference eithéret@tcorporation’s basis in the
asset or to another asset, we will pay tax at tledst corporate federal income tax rate if we gatoe gain on the sale or
disposition of the asset during the 10-year peaifbelr we acquire the asset. The amount of gainkiohawve will pay tax is the
lesser of.

o] the amount of gain that we recognize at the timihefsale or disposition, ai
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o] the amount of gain that we would have recognizedeifhad sold the asset at the time we acquiredstyming the
the C corporation will not elect in lieu of thigatment to an immediate tax when the asset is sl

In addition, notwithstanding our qualiton as a REIT, we may also have to pay certaite sthd 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 below,
any domestic TRS in which we own an interest wélldubject to federal, state and local corporatenectax 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 corporation, trust, or association tmetets each of the following requirements:
1. It is managed by one or more trusteetirectors.
2. Its beneficial ownership is evidenbgdransferable shares or by transferable certdaf beneficial interest.
3. It would be taxable as a domestic cmafion, but for the REIT provisions of the feddradlome tax laws.
4. It is neither a financial institutiowr an insurance company subject to special pravisof 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 ¢ansling shares or ownership certificates is owdaéctly or indirectly, by five or fewer
individuals, which the federal income tax laws defto include certain entities, during the last békany taxable year. For purposes of this
requirement, indirect ownership will be determifgdapplying attribution rules set out in sectiod ®f the Code, as modified by section 856
(h) of the Code.

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

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

We must meet requirements 1 through fhduwur entire taxable year and must meet requinefheluring at least 335 days of a taxable
year of twelve months, or during a proportionate p&a taxable year of less than twelve monthgjukements 5 and 6 will apply to
beginning with our 2008 taxable year. If we comyith all the requirements for ascertaining the osh@ of our outstanding stock in a
taxable year and have no reason to know that watei requirement 6, we will be deemed to havesati requirement 6 for that taxable year.
For purposes of determining share ownership uretgrirement 6, an “individual” generally includesupplemental unemployment
compensation benefits plan, a private foundatiom, portion of a trust permanently set aside odweselusively 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 wiltdeated as owning our stock in proportion to tlaetuarial interests in the trust for purposes of
requirement 6.

We believe that we will issue in thiseafhg common stock with sufficient diversity of ogmship to satisfy requirements 5 and 6. In
addition, our charter restricts the ownership aaddfer of our stock so that we should continusatisfy these requirements. The provisions of
our charter restricting the ownership and transféghe common stock are described in “Descriptib@apital Stock—Restrictions on
Ownership and Transfer.”

To monitor compliance with the share omhé requirements, we generally are required tmtam records regarding the actual
ownership of our shares. To do so, we must demaitté statements each year from the record holofesgynificant percentages of our stock
pursuant to which the record holders must disclbseactual owners of the shares (i.e., the penmsansred to include our dividends in their
gross income). We must maintain a list of thoseqes failing or refusing to comply with this demasdpart of our records. We could be
subject to monetary penalties if we fail to compiyh these record keeping requirements. If youdaitefuse to comply with the demands, you
will be required by Treasury Regulations to subergtatement with your tax return disclosing youuakcownership of our shares and other
information. In addition, we must satisfy all re¢ex filing
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and other administrative requirements that mushbeto elect and maintain REIT qualification and ascalendar year for federal income tax
purposes. We intend to continue to comply with ¢hegjuirements.

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 a qualifiREIT subsidiary are treated as assets, lials)i@d items of income, deduction and credit
of the REIT. A qualified REIT subsidiary is a corption, other than a TRS, all of the capital sto€khich is owned, directly or indirectly, by
the REIT. Thus, in applying the requirements désctiherein, any qualified REIT subsidiary that wexavill be ignored, and all assets,
liabilities, and items of income, deduction andditref such subsidiary will be treated as our asdetbilities, and items of income, deduction
and credit. If we own 100% of the equity interéata CDO issuer or other securitization vehicle thdreated as a corporation for tax purpa
that CDO issuer or other securitization vehicle lddae a qualified REIT subsidiary, unless we arel@pO issuer or other securitization
vehicle jointly elect to treat the CDO issuer dneatsecuritization vehicle as a TRS. It is antitgpathat CDO financings we enter into will be
treated as qualified REIT subsidiaries.

Other Disregarded Entities and Partnerships

An unincorporated domestic entity, suslagartnership, limited liability company, or trtisat has a single owner generally is not tre
as an entity separate from its parent for fedex@me tax purposes. An unincorporated domestityeniih two or more owners generally is
treated as a partnership for federal income tapgres. In the case of a REIT that is a partnempiarmership that has other partners, the REIT
is treated as owning its proportionate share oid®ets of the partnership and as earning itsaddlecshare of the gross income of the
partnership for purposes of the applicable REITli§joation tests. For purposes of the 10% valué¢ ese “—Asset Tests”), our proportionate
share is based on our proportionate interest irtjuity interests and certain debt securities bdyethe partnership. For all of the other asset
and income tests, our proportionate share is baseair proportionate interest in the capital inéésén the partnership. Our proportionate share
of the assets, liabilities, and items of incomeum§ partnership, joint venture or limited liabilitpmpany that is treated as a partnership for
federal income tax purposes in which we acquirstarest, directly or indirectly, will be treated aur assets and gross income for purposes of
applying the various REIT qualification requirenent

If a disregarded subsidiary of ours cedede wholly-owned-fer example, if any equity interest in the subsigis acquired by a pers
other than us or another disregarded subsidiaoudf—the subsidiary’s separate existence wouldngdr be disregarded for federal income
tax purposes. Instead, the subsidiary would havépteiowners and would be treated as either anpaship or a taxable corporation. Such an
event could, depending on the circumstances, aelyesffect our ability to satisfy the various asaetl gross income requirements applicab
REITs, including the requirement that REITs gergnalay not own, directly or indirectly, more thafi% of the securities of another
corporation. See “—Asset Tests” and “—Gross Incdrests.”

Taxable REIT Subsidiaries

A REIT is permitted to own up to 100%tloé stock of one or more TRSs. A TRS is a fullyatsle corporation that may earn income that
would not be qualifying income if earned directly the parent REIT. The subsidiary and the REIT nuistly elect to treat the subsidiary as a
TRS. A corporation with respect to which a TRS dliyeor indirectly owns more than 35% of the votipgwer or value of the stock will
automatically be treated as a TRS. We generally masaywn more than 10%, as measured by voting powealue, of the securities of a
corporation that is not a qualified REIT subsidiantess we and such corporation elect to treat sagboration as a TRS. Overall, no more
than 20% of the value of a REIT’s assets may copnéistock or securities of one or more TRSs.

The separate existence of a TRS or d¢éha@ble corporation, unlike a qualified REIT sultesig or other disregarded subsidiary as
discussed above, is not ignored for U.S. fedei@nme tax purposes. Accordingly, a domestic TRS dgeherally be subject to federal (and
applicable state and local income tax) corporaterime tax on its earnings, which may reduce the ftaghgenerated by us and our subsidia
in the aggregate and our ability to make distritmasito 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 by the subsidiaagp asset in the hands of the REIT,
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and the REIT generally recognizes as income thidelvs, if any, that it receives from the subsigidihis treatment can affect the gross
income and asset test calculations that applyadrtBIT, as described below. Because a parent R&#$ dot include the assets and income of
such subsidiary corporations in determining theepgs compliance with the REIT requirements, sutfities may be used by the parent REIT
to undertake indirectly activities that the REITesumight otherwise preclude it from doing direatlythrough pass-through subsidiaries or
render commercially unfeasible (for example, atiéigithat give rise to certain categories of inca@meh as non-qualifying hedging income or
inventory sales).

Certain restrictions imposed on TRSsistended to ensure that such entities will be stthijeappropriate levels of U.S. federal income
taxation. First, a TRS may not deduct interest payimade in any year to an affiliated REIT toaktent that such payments exceed,
generally, 50% of the TRS'’s adjusted taxable incéon¢hat year (although the TRS may carry forwtardand deduct in, a succeeding year the
disallowed interest amount if the 50% test is §iatilsin that year). In addition, if amounts arec¢otd a REIT or deducted by a TRS due to
transactions between the REIT and a TRS that extbeeamount that would be paid to or deducted pgréy in an arm’dength transaction, tt
REIT generally will be subject to an excise taxadn 100% of such excess. We intend to scrutialzef our transactions with any of our
subsidiaries that are treated as a TRS in an @ff@hsure that we do not become subject to thisestax; however, we cannot assure you that
we will be successful in avoiding this excise tax.

Gross Income Tests

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

. rents from real propert

. interest on debt secured by a mortgage on reakpippr on interests in real proper

. dividends or other distributions on, and gain fribra sale of, shares in other REI

. gain from the sale of real estate ass

. any amount includible in gross income with resgiec regular or residual interest in a REMIC, usliess than 95% of tt

REMIC's assets are real estate assets, in which casa pniportionate amount of such income will qualdpnd

. income derived from certain temporary investme

Second, in general, at least 95% of sasgincome for each taxable year must consisianfime that is qualifying income for purpose
the 75% gross income test, other types of interedtdividends, gain from the sale or dispositiostotk or securities (provided that such stock
or securities are not inventory property, i.e.,qemty held primarily for sale to customers in thidioary course of business) or any combination
of these.

Gross income from the sale of inventagperty is excluded from both the numerator anddr@ominator in both income tests. Income
and gain from hedging transactions that we entertmhedge indebtedness incurred or to be incuoredquire or carry real estate assets will
generally be excluded from both the numerator aeddenominator for purposes of the 95% gross indestebut not the 75% gross income
test). We intend to monitor the amount of our noiadifying income and manage our investment pouxftdi comply at all times with the gross
income tests but we cannot assure you that webeiuccessful in this effort.

Interest

The term “interest,” as defined for pusps of both gross income tests, generally excladgsamount that is based in whole or in part on
the income or profits of any person. However, ies¢generally includes the following: (i) an amotirat is based on a fixed percentage or
percentages of gross receipts or sales and (@naunt that is based on the income or profits lmdr@ower, where the borrower derives
substantially all of its income from the real prayesecuring the debt by leasing substantiallyo&lts interest in the property, but only to the
extent that the amounts received by the borrowerddvbe qualifying “rents from real property” if reiwed directly by a REIT.
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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 thpgnyg’s value as of a specific date, income atteble to that loan provision will be treated as
gain from the sale of the property securing theeghich generally is qualifying income for purpes# both gross income tests.

Interest on debt secured by a mortgagealhproperty or on interests in real propertgaserally qualifying income for purposes of the
75% gross income test. However, if the highestqggpisl amount of a loan outstanding during a taxgblar exceeds the fair market value of the
real property securing the loan as of the datdBE agreed to originate or acquire the loan, diponf the interest income from such loan
will not be qualifying income for purposes of thg%4 gross income test, but will be qualifying incofaepurposes of the 95% gross income
test. The portion of the interest income that wilt be qualifying income for purposes of the 75%sgrincome test will be equal to the portion
of the principal amount of the loan that is notwsed by real property (i.e., the amount by whioh ltten exceeds the value of the real estats
is security for the loan).

Interest, including original issue disnbor market discount, that we accrue on our refdte-related investments generally will be
qualifying income for purposes of both gross incdests. However, many of our investments will ntskcured by mortgages on real property
or interests in real property. Our interest incdroen those investments will be qualifying income paurposes of the 95% gross income tes
not the 75% gross income test. In addition, asudised above, if the fair market value of the retdte securing any of our investments is less
than the principal amount of the underlying loappation of the income from that investment will pgalifying income for purposes of the 9
gross income test but not the 75% gross income test

Fee Income

We may receive various fees in conneactiih our operations. The fees will be qualifyimgome for purposes of both the 75% gross
income and 95% gross income tests if they arevedeén consideration for entering into an agreememake a loan secured by a mortgage on
real property or an interest in real property drelfees are not determined by income or profisngfperson. 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 faomg corporation (including any TRS that we formdualing the completion of this offering, and
any other TRS, but excluding any REIT or any qiedifREIT subsidiary) in which we own an equity net&t will qualify for purposes of the
95% gross income test but not for purposes of 8% @ross income test. Our share of any dividendsived from any other REIT in which we
own an equity interest will be qualifying income faurposes of both gross income tests.

Rents from Real Property
We currently do not intend to acquire real propevith the proceeds of this offering.
Hedging Transactions

We may, from time to time, enter into §ied) transactions with respect to the interestrigteassociated with our borrowings. To the
extent that we enter into a contract to hedge @sterate risk on indebtedness incurred to acquioaoy real estate assets, any income and gain
from such hedging transaction will be excluded frgmoss income for purposes of the 95% gross indestebut will be treated as non-
qualifying income for purposes of the 75% gros®ine test. To the extent that we hedge for othepgames, the resultant income or gain wil
treated as income that does not qualify under 5 8ross income or 75% gross income test unlessiceequirements are met. We intend to
structure any hedging transaction in a mannerdbas not jeopardize our status as a REIT but weatarssure you that we will be successful
in this regard. We may conduct some or all of cedlding activities through a TRS, the income froniclvimay be subject to federal income
tax, rather than participating in the arrangemdiresctly or through a partnership, qualified RELbsidiary or other disregarded subsidiary. No
assurance can be given, however, that our hedgingties will not give rise to income that doest gpialify for purposes of either or both of
the REIT gross income tests, and will not advera#figct our ability to satisfy the REIT qualificati requirements.

Failure to Satisfy Gross Income Tests

We intend to monitor the amount of ounsgualifying income and manage our assets to convjilythe gross income tests for each
taxable year for which we seek to maintain ounustats a REIT. We cannot assure you,
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however, that we will be able to satisfy the griome®me tests. If we fail to satisfy one or botttted gross income tests for any taxable year, we
may nevertheless qualify as a REIT for such yewaeifqualify for relief under certain provisionstbe Code. These relief provisions will be
generally available if (i) our failure to meet suelts was due to reasonable cause and not dudftd meglect, and (ii) we file with the IRS a
schedule describing the sources of our gross indnraecordance with Treasury Regulations. We capresdict, however, whether in all
circumstances, we would qualify for the benefitti#se relief provisions. In addition, as discussieove under “—Taxation of Our Company,”
even if the relief provisions apply, a tax wouldibosed upon the amount by which we fail to satiké 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, casisitgovernment securities, and, under some
circumstances, stock or debt instruments purchastadhew capital. For this purpose, the term “restiate assets” includes interests in real
property (including leaseholds and options to aegreal property and leaseholds), stock of otheparations that qualify as REITs and
interests in mortgage loans secured by real proiextiuding certain types of mortgage backed siées). Assets that do not qualify for
purposes of the 75% test are subject to the additiasset 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 disrdgd as an entity separate from us, and any eouégest we may hold in a partnership) may
not exceed 5% of the value of our total assetsd] e may not own more than 10% of the voting poerel0% of the value of any one
issuer’s outstanding securities (other than debtesuity securities issued by any of our TRSs, ifjedIREIT subsidiaries, any other entity that
is disregarded as an entity separate from us, ap@@uity interest we may hold in a partnershipuih, no more than 20% of the value of our
total assets may consist of the securities of smaare TRSs. For purposes of the 10% value testieim “securities” does not include certain
“straight 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 partnership in witittolds a partnership interest, if a REIT holddehtedness issued by a partnership, the
indebtedness will be subject to, and may causelation of the asset tests, unless it is a qualifynortgage asset or otherwise satisfies the
rules for “straight debt.” Similarly, although stoof another REIT qualifies as a real estate dsseturposes of the REIT asset tests, non-
mortgage debt issued by another REIT may not stifgua

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

We believe that most of the real estatated securities that we expect to hold will baltdying assets for purposes of the 75% asset test
However, our investment in other asset-backed ge&xsjrbank loans and other instruments that ates@cured by mortgages on real property
will not be qualifying assets for purposes of thé6rasset test.

We will monitor the status of our asdetspurposes of the various asset tests and wak $& manage our portfolio to comply at all times
with such tests. There can be no assurance, howteatmwe will be successful in this effort. Indhiegard, to determine our compliance with
these requirements, we will need to estimate thgevaf our assets to ensure compliance with thetassts. We will not obtain independent
appraisals to support our conclusions concerniag/gttiues of our assets, and we will generally oslyepresentations and warranties of sellers
from whom we acquire mortgage loans concerninddae-to-value ratios for such mortgage loans. Meegpsome of the assets that we may
own may not be susceptible to precise valuatiothddigh we will seek to be prudent in making thestereates, there can be no assurance that
the IRS will not disagree with these determinatiand assert that a different value is applicalbleyhich case we might not satisfy the 75%
asset test and the other asset tests and would faialify as a REIT.

Failure to 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 thegireg calendar quarter; a
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. the discrepancy between the value of our assetthaenaksset test requirements arose from chandbe market values of ol
assets and was not wholly or partly caused by ¢lyeiaition of one or more n-qualifying assets

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

If we violate the 5% value test, 10% wgttest or 10% value test described above at thetany calendar quarter, we will not lose our
REIT qualification if (i) the failure is de minimi@p 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 sixithe after the last day of the quarter. In the eeéa more than de minimis failure of any of
the asset tests, as long as the failure was digasmnable cause and not to willful neglect, wé wat lose our REIT qualification if we (i) file
with the IRS a schedule describing the assetscthated the failure, (i) dispose of these assetgsharwise comply with the asset tests within
six months after the last day of the quarter aiidp@y a tax equal to the greater of $50,000 pédurfe or an amount equal to the product of the
highest corporate income tax rate (currently 358@) the net income from the non-qualifying assetinduthe period in which we failed to
satisfy the asset tests.

Annual Distribution Requirements

To qualify as a REIT, we are requiredligtribute dividends (other than capital gain dérnds) 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 dividendsigigduction and our net capital gains), and
(i) 90% of the net income &ftax), if any, from foreclosure property (as dised below), minus

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

In addition, if we were to recognize “Inin-gain” (as defined below) on disposition ofyaassets acquired from a “C” corporation in a
transaction in which our basis in the assets wéarigéned by reference to the “C” corporation’s Bg$or instance, if the assets were acquired
in a tax-free reorganization), we would be requieedistribute at least 90% of the built-in-gailcegnized net of the tax we would pay on such
gain. “Built-in-gain” is the excess of (a) the failarket value of an asset (measured at the tinaeafisition) 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 followitaxable year if either (i) we declare the
distribution before we file a timely federal incotae return for the year and pay the distributidthwr before the first regular dividend
payment after such declaration or (ii) we declagedistribution in October, November or Decembetheftaxable year, payable to stockholc
of record on a specified day in any such month,wadctually pay the dividends before the end nfiday of the following year. The
distributions under clause (i) are taxable to then€rs of our common stock in the year in which part the distributions in clause (ii) are
treated as paid on December 31 of the prior taxgdde. In both instances, these distributions ediatour prior taxable year for purposes of the
90% distribution requirement.

We will pay federal income tax at corfgertax rates on our taxable income, including agital gain, that we do not distribute to
stockholders. Furthermore, if we fail to distribdii¢ring each calendar year, or by the end of Jgrfellowing the calendar year in the case of
distributions with declaration and record dateBrfglin the last three months of the calendar yagleast the sum of (i) 85% of our REIT
ordinary income for such year, (ii) 95% of our REldpital gain income for such year and (iii) angligtributed taxable income from prior
periods, we will be subject to a 4% nondeductibdeise tax on the excess of such required distdioubiver 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 suchgydn this case, we could elect to have our
stockholders include their proportionate shareushsundistributed 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 adjussi of their stock by the difference
between the designated amounts
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of capital gains from us that they include in thiakable income, and the tax paid on their behalidwith respect to that income.

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

We may find it difficult or impossible toeet distribution requirements in certain circiamses. Due to the nature of the assets in which
we will invest, we may be required to recognizeatalg income from those assets in advance of oeipecf 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 may be requivegttrue taxable income that we may not actuatiggeize as economic income. For
example, if we own a residual equity position imartgage loan securitization, we may recognizelitexancome that we will never actually
receive due to losses sustained on the underlyortgage loans. Although those losses would be didadleidor tax purposes, they would likely
occur in a year subsequent to the year in whichewegnized the taxable income. Thus, for any taxgbhr, we may be required to fund
distributions in excess of cash flow received froan investments. If such circumstances arise, théand our distribution requirement and
maintain our status as a REIT we may have to ss#ta at unfavorable prices, borrow at unfavortdstes, make taxable stock dividends, or
pursue other strategies. We cannot be assuredveoyvany such strategy would be successful if ashdlow were to become insufficient to
make the required distributions.

Under certain circumstances, we may e @hrectify a failure to meet the distributiorgterement for a year by paying “deficiency
dividends” to stockholders in a later year, whicaynbe included in our deduction for dividends pfaidthe earlier year. Thus, we may be able
to avoid being taxed on amounts distributed ascagfcy dividends; however, we will be required &y pnterest and a penalty to the IRS based
on the amount of any deduction taken for deficietieydends.

Failure to Qualify

If we falil to satisfy one or more requirents for REIT qualification, other than the grogsome tests and the asset tests, we could avoid
disqualification if our failure is due to reasorabhuse 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, aslobt “—Gross Income Tests” and “—Asset
Tests.”

If we fail to qualify for taxation as &Rl in any taxable year, and the relief provisidiesnot apply, we will be subject to tax (including
any applicable alternative minimum tax) on our tdgancome at regular federal corporate incomea#es. Distributions to stockholders in
year in which we fail to qualify will not be dedilde by us nor will they be required to be madesiich 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 lshatders and other non-corporate
stockholders may be eligible to be taxed at theced 15% rate currently applicable to qualifieddind 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. We canpadict whether in all circumstances we would betled to such statutory relie

Prohibited Transactions

Net income derived by a REIT from a pbiteid transaction is subject to a 100% exciseTae.term “prohibited transaction” generally
includes a sale or other disposition of propertiéothan foreclosure property) that is held “pnityefor sale to customers in the ordinary
course of a trade or business.” Although we doempect 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 a
you that we will never be subject to this excise Ehe 100% tax does not apply to gains from the sbproperty that is held through a TRS
other taxable corporation, although such incomébeilsubject to tax in the hands of the corporasibregular 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 fromeétosure property, including gain from 1
disposition of such foreclosure property, othentircome that otherwise would be qualifying incofmepurposes of the 75% gross income
test. Foreclosure property is real property andmergonal property incident to such real propdjtsh@t is acquired by a REIT as result of the
REIT having bid on such property at foreclosurehaving otherwise reduced the property to ownershipossession by agreement or process
of law, after there was a default (or default wasinent) on a lease of such property or a mortd@ae held by the REIT and secured by the
property, (ii) for which the related loan or leaga&s acquired by the REIT at a time when default m@smminent or anticipated and (iii) for
which such REIT makes a proper election to treafpitoperty as foreclosure property. Any gain friwe $ale of property for which a
foreclosure election has been made will not beesathip the 100% excise tax on gains from prohibitadsactions described above, even if the
property would otherwise constitute inventory oaleée property in the hands of the selling REIT. Bdenot expect to receive income from
foreclosure property that is not qualifying incofoe purposes of the 75% gross income test. Howeéf/@e do receive any such income, we
intend to make an election to treat the relateg@my as foreclosure property.

Taxable Mortgage Pools

An entity, or a portion of an entity, miag classified as a TMP under the Code if (i) sattslly all of its assets consist of debt
obligations or interests in debt obligations, fiipre than 50% of those debt obligations are raat@snortgage loans, interests in real estate
mortgage loans or interests in certain mortgageked securities as of specified testing dati@sth@ entity has issued debt obligations thatd
two or more maturities and (iv) the payments rezplito be made by the entity on its debt obligatitiesr a relationshipto the payments to t
received by the entity on the debt obligations thholds as assets. Under Treasury Regulatiomsssfthan 80% of the assets of an entity (or a
portion of an entity) consist of debt obligatiotieese debt obligations are considered not to caagsubstantially all” of its assets, and
therefore the entity would not be treated as a TMP.

We do not intend to structure or entéo Becuritization or financing transactions that eause 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 thétg or portion thereof is treated as a taxable
corporation and it cannot file a consolidated fatlercome tax return with any other corporationhbwever, a REIT owns 100% of the equity
interests in a TMP, then the TMP is a qualified REUbsidiary and, as such, ignored as an entitgraggpfrom the REIT.

If, notwithstanding our intent to avoidving the issuing entity in any of our securitigator financing transactions classified as a TMP,
one or more of such transactions was so classifiet, as long as we owned 100% of the equity isteti@ the issuing entity, all or a portion of
the income that we recognize with respect to ovestment in the issuing entity will be treated ssess inclusion income. Section 860E(c) of
the Code defines the term “excess inclusion” withpect to a residual interest in a REMIC. The IIR8yever, has yet to issue guidance on the
computation of excess inclusion income on equitgrests in a TMP held by a REIT. Generally, howgegcess inclusion income with respect
to our investment in any TMP and any taxable yaliraqual the excess of (i) the amount of incomeagerue on our investment in the TMP
over (ii) the amount of income we would have acdrifi@ur investment were a debt instrument havingsaue price equal to the fair market
value of our investment on the day we acquiredd a yield to maturity equal to 120% of the long¥teapplicable federal rate in effect on the
date we acquired our interest. The term “applicéddieral rate” refers to rates that are based aghted average yields for treasury securities
and are published monthly by the IRS for use iiousrtax calculations. If we undertake securitmatiransactions that are TMPs, the amount
of excess inclusion income we recognize in anylikxgear could represent a significant portion wf ital taxable for that year.

Although we intend to structure our s@@ation and financing transactions so that we nat recognize any excess inclusion income,
we cannot assure you that we will always be sufgkissthis regard. If, notwithstanding our intemte recognized excess inclusion income,
then under guidance issued by the IRS we woulegeired to allocate the excess inclusion incomegntmnately among the dividends we
pay to our stockholders and we must notify ourlgtotders of the portion of our dividends that regemgts excess inclusion income. The portion
of any dividend you receive that is treated as ex@eclusion income is subject to special rulesstFyour taxable income can never be less
the sum of your excess inclusion income for the;yeecess inclusion income cannot be offset withaperating losses or other allowable
deductions. Second, if you are a tax-exempt orgaioiz your excess inclusion income is subject eouhrelated business income tax, then the
excess inclusion portion of any dividend you reeenill be treated as unrelated business taxablteniec Third, dividends

112




paid to Foreign Owners who hold stock for investtreard 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 otherwisevedld by any applicable income tax treaty.

If we recognize excess inclusion incoarg] one or more Disqualified Organizations areneébolders of shares of common stock, we
will be taxable at the highest federal corporat®ine tax rate on the portion of any excess inclugioome equal to the percentage of our s
that is held by Disqualified Organizations. In swaltumstances, we may reduce the amount of otnitwlions to a Disqualified Organization
whose stock ownership gave rise to the tax. Tegtent that our common stock owned by Disqualifiedanizations is held by a broker/de:
or other nominee, the broker/dealer or other nomimeuld be liable for a tax at the highest corpotak rate on the portion of our excess
inclusion income allocable to our common stock hmBldhe broker/dealer or other nominee on behatfiefDisqualified Organizations.

If we own less than 100% of the equityerasts in a TMP, the foregoing rules would nothapRather, the entity would be treated as a
corporation for federal income tax purposes andlavpotentially be subject to federal corporate meatax. This could adversely affect our
compliance with the REIT gross income and ass&t tisscribed above. We currently do not have, anctotly do not intend to enter into any
securitization or financing transaction that isMM'in which we own some, but less than all, ofeéheity interests, and we intend to monitor
structure of any TMPs in which we have an intetestnsure that they will not adversely affect datiss as a REIT. We cannot assure you that
we will be successful in this regard.

Taxation of Owners
Taxation of Taxable Domestic Owners

DistributionsAs long as we qualify as a REIT, distributions waka to our taxable Domestic Owners out of currertocumulated
earnings and profits (and not designated as cagaial dividends) will be taken into account by thasnordinary income. Dividends we pay to a
corporation will not be eligible for the dividendzceived deduction. In addition, distributions wakm to individuals and other Owners that are
not corporations generally will not be eligible the 15% reduced rate of tax currently (through®@0d effect for “qualified dividend income.”
However, provided certain holding period and otleguirements are met, an individual or other nomparate Owner will be eligible for the
15% reduced rate with respect to (i) distributiattsibutable to dividends we receive from certa@f torporations, such as our TRSs, and (ii)
distributions attributable to income upon which meve paid corporate income tax.

Distributions that we designate as capién dividends will be taxed as long-term capifains (to the extent that they do not exceed our
actual net capital gain for the taxable year) withregard to the period for which you have ownedammmon stock. However, corporate
Owners may be required to treat up to 20% of aertapital gain dividends as ordinary income. Loaigrt capital gains are generally taxable at
maximum federal rates of 15% (through 2010) indage of individuals, trusts and estates, and 35#teicase of corporations.

Rather than distribute our net capitahgawe may elect to retain and pay the federairime tax on them, in which case you will (i)
include your proportionate share of the undistelutet capital gains in income, (ii) receive a itrfed your share of the federal income tax we
pay and (iii) increase the basis in your commoulstry the difference between your share of thetahgain and your share of the credit.

Distributions in excess of our currentl @ccumulated earnings and profits will not be bdexdo you to the extent that they do not exceed
your adjusted tax basis in our common stock you,dwhrather, will reduce your adjusted tax basigaur common stock. Assuming that -
common stock you own is a capital asset, to thergxhat such distributions exceed your adjustedvésis in the common stock you own, you
must include them in income as long-term capitah ger short-term capital gain if the common stbels been held for one year or less).

If we declare a dividend in October, NaMxer or December of any year that is payable tcksimders of record on a specified date in
any such month, but actually distribute the ama@diared in January of the following year, then yust treat the January distribution as
though you received it on December 31 of the yeavhich we declared the dividend. In addition, wayrelect to treat other distributions after
the close of the taxable year as having been paidgithe taxable year, but you will be treatedhaging received these distributions in the
taxable year in which they are actually made.

To the extent that we have availableopefrating losses and capital losses carried fordvard prior tax years, such losses may reduce
the amount of distributions that we must make tmoly with the REIT distribution
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requirements. See “—Annual Distribution Requirersénbuch losses, however, are not passed througbu@nd do not offset your income
from other sources, nor would they affect the ctigraof any distributions that you receive from ysy will be subject to tax on those
distributions to the extent that we have curreraarumulated 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&sess inclusion income. Your taxable income @renbe less than the sum of your excess
inclusion income for the year; excess inclusioroine cannot be offset with net operating losseglerallowable deductions. See “—Taxable
Mortgage Pools.”

Dispositions of Our Stockny gain or loss you recognize upon the sale oemwdlisposition of our common stock will generally dapita
gain or loss for federal income tax purposes, aitico@ long-term capital gain or loss if you heltetcommon stock for more than one year. In
addition, any loss you recognize upon a sale onaxge of our common stock that you have ownedixamenths or less (after applying cert
holding period rules) will generally be treatedsdsng-term capital loss to the extent of distribug received from us that you are required to
treat as long-term capital gain.

If you recognize a loss upon a disposittbour common stock in an amount that exceedgscpbed threshold, it is possible that the
provisions of recently adopted Treasury Regulatiomslving “reportable transactions” could applyithwva resulting requirement to separately
disclose the loss-generating transaction to the WRislle these regulations are directed towards Staelters,” they are written quite broadly,
and apply to transactions that would not typichllyconsidered tax shelters. In addition, recenthceed legislation imposes significant
penalties for failure to comply with these requiests. You should consult your tax advisor concey@iny possible disclosure obligation with
respect to the receipt or disposition of our comrstmrtk, or transactions that might be undertakegctly or indirectly by us. Moreover, you
should be aware that we and other participantsaérnransactions involving us (including our advionay be subject to disclosure or other
requirements pursuant to these regulations.

Amounts that you are required to inclidéaxable income with respect to our common stgmk own, including taxable distributions
and the income you recognize with respect to uribiged net capital gain, and any gain recognizeshuyour disposition of our common
stock, will not be treated as passive activity meo You may not offset any passive activity loggas may have, such as losses from limited
partnerships in which you have invested, with inegrou recognize with respect to our shares of comstack. Generally, income you
recognize with respect to our common stock wiltieated as investment income for purposes of thestment interest limitations.

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

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

Il. provide a taxpayer identification number, certista no loss of exemption from backup withholdiagd otherwise comply with
the applicable requirements of the backup withimgdiles.

Any amount paid as backup withholdingl wé creditable against your income tax liabilfpr a discussion of the backup withholding
rules as applied to foreign owners, see “—TaxabibRoreign Owners.”

Taxation of Tax-Exempt Owners

Tax-exempt entities, including qualifieshployee pension and profit sharing trusts andviddal retirement accounts, are generally
exempt from federal income taxation. However, tasy subject to taxation on their unrelated busiteesable income (“UBTI"). Provided that
a tax-exempt Owner (i) has not held our commonksésc*debt financed property” within the meaningted Code and (i) has not used our
common stock in an unrelated trade or businessyatadhat we distribute to tax-exempt Owners gelyesaould not constitute UBTI.
However, a tax-exempt Owner’s allocable share gfeatess inclusion income that we recognize wilsblject to tax as UBTI. See “—
Taxable Mortgage Pools.” We intend to structuresmauritization and financing transactions so Weatvill avoid recognizing any excess
inclusion income.
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Tax-exempt Owners that are social clubgjntary employee benefit associations, suppleatememployment benefit trusts and
qualified group legal services plans, exempt fraxation under special provisions of the federabme tax laws, are subject to different UBTI
rules, which generally will require them to chagaie distributions that they receive from us asTUB

In certain circumstances, a qualified Eyge pension trust or profit sharing trust thahewnore than 10% of our stock could be reqt
to treat a percentage of the dividends that itivesefrom us as UBTI if we are a “pension-held REMe will not be a pension-held REIT
unless either (a) one pension trust owns more 268 of the value of our stock or (b) a group ofgien trusts individually holding more than
10% of our stock collectively owns more than 50%haf value of our stock. However, the restrictionsownership and transfer of our stock
described under “Description of Capital Stock—Resbns on Ownership and Transfer” are designedraather things to prevent a tax-
exempt entity from owning more than 10% of the eatdi our stock, thus making it unlikely that we Mikcome a pension-held REIT.

Taxation of Foreign Owners

The following is a summary of certain Uf€deral income and estate tax consequences ofithership and disposition of our common
stock applicable to a foreign owner.

If a partnership, including for this poge any entity that is treated as a partnership) #8r federal income tax purposes, holds our
common stock, the tax treatment of a partner irptivénership will generally depend upon the stafube partner and the activities of the
partnership. An investor that is a partnership hguikoreign Owners as partners should consultitadaisors about the U.S. federal income
consequences of the acquisition, ownership anasligpn of our common stock.

The discussion is based on current lagvisufior general information only. The discussiaidi@sses only certain and not all aspects of
U.S. federal income and estate taxation.

Ordinary Dividend Distributiong.he portion of dividends received by a Foreign Ompegyable out of our current and accumulated
earnings and profits that are not attributableupaapital gains and that are not effectively cated 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 afgdidacome tax treaty). In general, a
Foreign Owner will not be considered engaged in& ttade or business solely as a result of itsessitip of our common stock. In cases
where the dividend income from a Foreign Ownenrgestment in our common stock is (or is treateceffectively connected with the Foreign
Owner’s conduct of a U.S. trade or business, threigfp Owner generally will be subject to U.S. taxgeaduated rates, in the same manner as
Domestic Owners are taxed with respect to suclddivds (and may also be subject to the 30% brarmdhsptax in the case of a foreign owner
that is a foreign corporation). If a Foreign Owitethe record holder of shares of our common staekplan to withhold U.S. income tax at the
rate of 30% on the gross amount of any distribugaid to a Foreign Owner unless:

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

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

Under some income tax treaties, lowehkagtding tax rates do not apply to ordinary dividerirom REITs. Furthermore, reduced treaty
rates are not available to the extent that distidiog are treated as excess inclusion income. Sekakable Mortgage Pools.” We intend to
structure our securitization and financing transast so that we will avoid recognizing any excessusion income.

Non-Dividend Distribution®istributions we make to a Foreign Owner that areaonsidered to be distributions out of our currd
accumulated earnings and profits will not be subjed).S. federal income or withholding tax unléss distribution exceeds the Foreign
Owner’s adjusted tax basis in our common stocketitne of the distribution and, as described betbe Foreign Owner would otherwise be
taxable on any gain from a disposition of our comratock.. If it cannot be determined at the tingisdribution is made whether or not such
distribution will be in excess of our current arcd@mulated earnings and profits, the entire distiim will be subject to withholding at the rate
applicable to dividends. A Foreign Owner may, hogregeek a refund of such amounts from the IRSsfsubsequently determined that the
distribution was, in fact, in excess of our current accumulated earnings and profits, providegtbper forms are timely filed with the IRS
by the Foreign Owner.
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Capital Gain Dividend®istributions that we make to Foreign Owners thiatadtributable to our disposition of U.S. realpeay
interests (“USRPI,” which term does not includeehaists in mortgage loans and mortgage backed 8esydre subject to U.S. federal income
and withholding taxes pursuant to the Foreign Itmesit 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 dediby FIRPTA, Treasury Regulations interpreting BiRPTA provisions of the Code impose a
withholding tax at a rate of 35% on all of our ¢apgain dividends (or amounts we could have degighas capital gain dividends) paid to
Foreign Owners, even if no portion of the capit@ihg we recognize during the year are attributeblzur disposition of USRPI. However, in
any event, the FIRPTA rules will not apply to distitions to a Foreign Owner so long as (i) our camratock is regularly traded (as definec
applicable Treasury Regulations) on an establisieedrities market, and (ii) the Foreign Owner oatiually or constructively) no more than
5% of our common stock at any time during the oearyperiod ending with the date of the distribution

Dispositions of Our Stoddnless our common stock constitutes a USRPI, acdadar common stock by a Foreign Owner generally w
not be subject to U.S. federal income tax undeiPHIR. We do not expect that our common stock witisttute a USRPI. Our common stock
will not constitute a USRPI if less than 50% of assets throughout a prescribed testing periodstasfsinterests in real property located
within the United States, excluding, for this pusppinterest in real property solely in the capyaast a creditor. Even if the foregoing test is not
met, our common stock will not constitute a USRRVé are a domestically controlled REIT. A “domeatly controlled REIT” is a REIT in
which, at all times during a specified testing pdriless than 50% in value of its shares is hefecdy or indirectly by foreign owners.

Even if we do not constitute a domesljcabntrolled REIT, a Foreign Owner’s sale of oonumon stock generally will still not be
subject to tax under FIRPTA as a sale of a USR&Viged that (i) our stock is “regularly traded” @efined by applicable Treasury
Regulations) on an established securities marke&{igrthe selling Foreign Owner has owned (actual constructively) 5% or less of our
outstanding common stock at all times during a igelctesting period.

If gain on the sale of our stock werejsabto taxation under FIRPTA, the Foreign Owneuldogenerally be subject to the same
treatment as a Domestic Owner with respect to gadah (subject to applicable alternative minimum daxi a special alternative minimum tax
in the case of nonresident alien individuals) drelgurchaser of the common stock could be reqairedthhold 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 taeidfoOwner in two cases. First, if the Foreign
Owner’s investment in our common stock is effedfivannected with a U.S. trade or business condueyesuch Foreign Owner, the Foreign
Owner will generally be subject to the same treatnas a Domestic Owner with respect to such ganofd, if the Foreign Owner is a
nonresident alien individual who was present inUinied States for 183 days or more during thelibexgear and has a “tax home” in the
United States, the nonresident alien individual & subject to a 30% tax on the individual's calpgain.

Estate TaxOur common stock owned or treated as owned bydimidual who is not a citizen or resident of theitdd 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 es
tax purposes, unless an applicable estate tay tpeavides otherwise. Such individual's estate thaysubject to U.S. federal estate tax on the
property includible in the estate for U.S. federstiate tax purposes.

Other Tax Consequences

Possible Legislative or Other Actionsesfing Tax Consequencégospective investors should recognize that thegmtefederal income
tax treatment of an investment in our common stoely be modified by legislative, judicial or adminigive action at any time, and that any
such action may affect investments and commitmgregiously made. The rules dealing with federabme taxation are constantly under
review by persons involved in the legislative psxand by the IRS and Treasury Department, regutinevisions of regulations and revised
interpretations of established concepts as wedtatsitory changes. Revisions in federal tax lavesiaterpretations thereof could adversely
affect the tax consequences of an investment irconmmon stock.

State and Local Taxé&§e and our stockholders may be subject to staliecal taxation in various state or local jurisdicts, including
those in which we or they transact business odeeSihe state and local tax treatment may not eonfo the federal income tax consequences
discussed above. Consequently, prospective investor
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should consult their own tax advisors regardingetfiect of state and local tax laws on an investnreour common stock.
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Underwriting

We intend to offer the shares throughuheerwriters. Merrill Lynch, Pierce, Fenner & Smihcorporated, Credit Suisse Securities
(USA) LLC, and Deutsche Bank Securities Inc. aitingcas the representatives of the underwritersetbbelow. Subject to the terms and
conditions described in a purchase agreement an®agd the underwriters, we have agreed to steteinderwriters and the underwriters
severally have agreed to purchase from us, the aupftshares listed opposite their names below.

Number

Underwriter of Shares
Merrill Lynch, Pierce, Fenner & Smit

Incorporatec
Credit Suisse Securities (USA) LL
Deutsche Bank Securities Ir
J.P. Morgan Securities In
Keefe, Bruyette & Woods, In
Bear, Stearns & Co. In

Total 33,333,33

The underwriters have agreed to purchs# the shares sold under the purchase agreeiremy of these shares are purchased. If an
underwriter defaults, the purchase agreement pesuidat the purchase commitments of the aefiulting underwriters may be increased o
purchase agreement may be terminated.

We have agreed to indemnify the undeessifigainst certain liabilities, including liakigis under the Securities Act of 1933, as amer
and to contribute to payments the underwriters beayequired to make in respect of those liabiljtieghe extent set forth in the purchase
agreement.

The underwriters are offering the shasebject to prior sale, when, as and if issuechtbaccepted by them, subject to approval of legal
matters by their counsel, including the validitytleé shares, and other conditions contained iptinehase agreement, such as the receipt t
underwriters of officer’s certificates and legaimipns. The underwriters reserve the right to wigtvd, cancel or modify offers to the public and
to reject orders in whole or in part.

Commissions and Discounts

The representatives have advised udhieainderwriters propose initially to offer the ssto the public at the initial public offering
price on the cover page of this prospectus an@&teds at that price less a concession not in exafe® per share. The underwriters may allow,
and the dealers may reallow, a discount not in&xoé $ per share to other dealers. After theainftiblic offering, the public offering price,
concession and discount may be changed.

The following table shows the public ofifg price, underwriting discount and proceeds befxpenses to us. The information assumes
either no exercise or full exercise by the undeexsi of their overallotment option.

Per Share Without Option With Option
Public offering price $ $ $
Underwriting discoun $ $ $
Proceeds, before expenses, t( $ $ $

The expenses of this offering, not inahgdthe underwriting discount, are estimated ad8Q,000 and are payable by us. In addition, we
may at our option pay the underwriters an aggregiueunt of up to 0.25% of the aggregate proceadsddrom sales of shares sold in the
offering based on the underwriters’ performanceelation to the offering.
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Overallotment Option

We have granted an option to the undéewgito purchase up to 5,000,000 additional shetréiee public offering price less the
underwriting discount. The underwriters may exex¢fis option for 30 days from the date of thisgpectus solely to cover any overallotme
If the underwriters exercise this option, each télobligated, subject to conditions containedchenpiurchase agreement, to purchase a numbel
of additional shares proportionate to that unddgess initial amount reflected in the above table.

No Sales of Similar Securities

Pursuant to certain “lock-up” agreemewnts, Annaly and our executive officers and direstoave agreed, subject to certain exceptions,
not to offer, sell, contract to sell, announce amgntion to sell, pledge or otherwise disposedogctly of indirectly, or file with the SEC a
registration statement under the Securities Aettirgd to, any common shares or securities conVeritithto or exchangeable or exercisable for
any common shares without the prior written consémerrill Lynch for a period of 180 days aftertldate of this prospectus. Specifically, we
and these other individuals have agreed, with iteeteceptions, not to directly or indirectly:

. offer, pledge, sell or contract to sell any comrstotk;

. sell any option or contract to purchase any comsiook;

. purchase any option or contract to sell any comstook;

. grant any option, right or warrant for the saleny common stocl

. lend or otherwise dispose of or transfer any comstook;

. request or demand that we file a registration stat# related to the common stock;

. enter into any swap or other agreement that tresysfewhole or in part, the economic consequeriaamership of any commc

stock whether any such swap or transaction is teeltéed by delivery of shares or other securifiesash or otherwist

This lock-up provision applies to commatack and to securities convertible into or excleside or exercisable for or repayable with
common stock. It also applies to common stock owred or acquired later by the person executingatireement or for which the person
executing the agreement later acquires the poweispbsition.

The 180-day restricted period will becamatically extended if (1) during the last 17 dafshe lock-up restricted period, we issue an
earnings release or material news or a materialteedating to us occurs or (2) before the exparaf the 180-day restricted period, we
announce that we will release earnings resultsooimes aware that material news or a material evidrdccur during the 16-day period
beginning on the last day of the 180-day restrigtedod, in which case the restrictions describdsalva will continue to apply until the
expiration of the 18-day period beginning on theu@nce of the earnings release or the occurreribe ofiaterial news or material event. The
exceptions permit us, among other things and stutjeestrictions, to issue common stock or optipassuant to our long term equity incent
plan or pursuant to the exercise of employee sttions or other awards.

Additionally, Annaly has agreed with osat further lock-up period that will expire at tharlier of (i) the date which is three years
following the date of this prospectus or (i) teemination of the management agreement.

New York Stock Exchange Listing

Our common stock has been approveddting on the New York Stock Exchange under the fit®IM”. To meet the requirements
for listing on that exchange, the underwriters wildertake to sell lots of 100 or more sharesrtoramum of 400 U.S. beneficial holders and
thereby establish at least 1,100,000 shares it epublic float having a minimum aggregate maxkatie of $60,000,000 in the U.S.

Offering Price Determination

Before this offering, there has been ublic market for our common stock. The initial pighdffering price will be determined by
negotiation between the underwriters and us. lnitiatdto prevailing market conditions, the prindifiactors to be considered in determining
the initial public offering price include:

119
. the information set forth in this prospectus arfteovise available to the underwrite
. the history of, and the prospects for, our compamy the industry in which we will compe’

. the prospects for our future earnin



. an assessment of our management and the Mat

. the present state of our development and our cufireancial condition
. the general condition of the securities marketbatime of this offering; an
. the recent market prices of, and the demand fdoligy-traded common stock of generally comparable congsz

An active trading market for the shareg/mot develop. It is also possible that afterdffering the common stock will not trade in the
public market at or above the initial public offagiprice.

The underwriters do not expect to seltertban 5% of the shares in the aggregate to atsower which they exercise discretionary
authority.

Price Stabilization, Short Positions and Penalty Ris

Until the distribution of the shares ampleted, SEC rules may limit underwriters andisglgroup members from bidding for and
purchasing our common stock. However, the repratgas may engage in transactions that stabiliegtite of the common stock, such as
bids or purchases to peg, fix or maintain thateoric

If the underwriters create a short posiiin the common stock in connection with the affgri.e., if they sell more shares than are listed
on the cover of this prospectus, the representativey reduce that short position by purchasingeshiarthe open market. The representatives
may also elect to reduce any short position byaisieg all or part of the overallotment option déised above. Purchases of the common stock
to stabilize its price or to reduce a short positieay cause the price of the common stock to bleehithan it might be in the absence of such
purchases.

The representatives may also impose alfyelid on underwriters and selling group memb&hss means that if the representatives
purchase shares in the open market to reduce thexwriters’ short position or to stabilize the jgriaf such shares, they may reclaim the
amount of the selling concession from the undeessitind selling group members who sold those shaihesimposition of a penalty bid may
also affect the price of the shares in that italisages resales of those shares.

Neither we nor any of the underwriterkegany representation or prediction as to thectiime or magnitude of any effect that the
transactions described above may have on the pfittee common stock. In addition, neither we noy ahthe underwriters makes any
representation that the representatives will engragfgese transactions or that these transactam® commenced, will not be discontinued
without notice.

Selling Restrictions

This prospectus does not constitute & of, or an invitation by or on behalf of us,lyr or on behalf of the underwriters, to subscribe
for or purchase, any of the shares in any jurigglicto any person to whom it is unlawful to makefsan offer or solicitation in that
jurisdiction. The distribution of this prospectusdahe offering of the shares in certain jurisdio may be restricted by law. We and
underwriters require persons into whose possesisisprospectus comes to inform themselves abalit@observe any such restrictions.

In relation to each Member State of tlueopean Economic Area which has implemented thegeeius Directive (each, a Relevant
Member State), each underwriter has representedgumegd that with effect from and including theedait which the Prospectus Directive is
implemented in that Relevant Member State (or talevant Implementation Date) it has not made atidnat make an offer of common stock
to the public in that Relevant Member State befbeepublication of a prospectus in relation to ¢cbenmon stock which has been approved by
the competent authority in that Relevant MembeteSta, where appropriate, approved in another ReleMember State and notified to the
competent authority in that Relevant Member Staten accordance with the Prospectus Directiveepk that it may, with effect from and
including the Relevant Implementation Date, makeff@r of common stock to the public in that Reletvilember State at any time:
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. to legal entities which are authorized or reguldtedperate in the financial markets or, if notshorized or regulated, whose
corporate purpose is solely to invest in securi

. to any legal entity which has two or more of (i)arerage of at least 250 employees during thditeatcial year; (i) a total
balance sheet of more than €43,000,000 and (iigrenual net turnover of more than €50,000,000haws in its last annual or
consolidated accounts;

. in any other circumstances which do not requireptiidication by the Issuer of a prospectus purst@Aiticle 3 of the
Prospectus Directive

For the purposes of this provision, thpression an “offer of common stock to the pubilittelation to any common stock in any
Relevant Member State means the communicationyiiaam and by any means of sufficient informationtbe terms of the offer and the
common stock to be offered so as to enable antovasdecide to purchase or subscribe the comrtamk sas the same may be varied in that
Relevant Member State by any measure implemertiegtospectus Directive in that Relevant MembeteStad the expression Prospectus
Directive means Directive 2003/71/EC and includag relevant implementing measure in each Relevanber State.

Each underwriter has represented and agreed

. it has not made or will not make an offer of thencaon stock to the public in the United Kingdom witthe meaning of sectic
102B of the Financial Services and Markets Act 2@80amended) (FSMA) except to legal entities whiehauthorised or
regulated to operate in the financial marketsfarpt so authorised or regulated, whose corporatpgse is solely to invest in
securities or otherwise in circumstances which alorequire the publication by the company of a pexsus pursuant to the
Prospectus Rules of the Financial Services Auth@RSA);

. it has only communicated or caused to be commueticand will only communicate or cause to be comatad an invitation ¢
inducement to engage in investment activity (witthie meaning of Section 21 of FSMA) to persons waee professional
experience in matters relating to investmentsrfglivithin Article 19(5) of the Financial ServicesdaMarkets Act 2000
(Financial Promotion) Order 2005 or in circumstanicewhich Section 21 of FSMA does not apply taitg

. it has complied with and will comply with all apgédible provisions of FSMA with respect to anythirgne by it in relation to the
common stock in, from or otherwise involving theitdd Kingdom.

Internet Distribution

Merrill Lynch will be facilitating interet distribution for this offering to certain of itsternet subscription customers. Merrill Lynch
intends to allocate a limited number of shares#de to its online brokerage customers. An eleatrprospectus is available on internet web
sites maintained by Merrill Lynch. Other than thegpectus in electronic format, the information\derrill Lynch’s web sites is not part of tt
prospectus.

Other Relationships

Certain of the underwriters and theipesgive affiliates have, from time to time, perfaun and may in the future perform, various
financial advisory and investment banking serviceur affiliates, for which they received or wiceive customary fees and expenses. In
addition, Merrill Lynch, Pierce, Fenner & Smith trporated, Credit Suisse Securities (USA) LLC, Behe Bank Securities Inc., J.P. Morgan
Securities Inc., and Bear, Stearns & Co. Inc. eirtaffiliates have been or are lenders under emeare secured repurchase credit facilities
with Annaly and FIDAC-managed funds, and Annaly &HJAC have entered into interest rate swap agre¢sneith certain of the
underwriters. Certain of the underwriters and thespective affiliates are or have been countdgsard securities and other trading activities
with Annaly. Merrill Lynch, Pierce, Fenner & Smithcorporated acts as a sales agent under Annalyd Bquity OfferingS™Sales
Agreement.
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LEGAL MATTERS

Certain legal matters relating to thitedhg will be passed upon for us by Kirkpatricki&ckhart Preston Gates Ellis LLP, Washington,
D.C. In addition, the description of federal incotag consequences contained in the section ofriteppctus entitled “Certain Federal Income
Tax Considerations” is based on the opinion of MelIson LLP. Certain legal matters relating ts thfering will be passed upon for the
underwriters by Fried, Frank, Harris, Shriver & dason LLP, New York, New York.

EXPERTS

The financial statement included in {hiespectus has been audited by Deloitte & Touch®, ldn independent registered public
accounting firm, as stated in their report appegherein, and is included in reliance upon the repisuch firm given upon their authority as
experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and lixege Commission a registration statement on Foefirh, $hcluding exhibits and schedules fi
with the registration statement of which this pedps is a part, under the Securities Act of 18933%mended, with respect to the shares of
common stock to be sold in this offering. This pastus does not contain all of the informationfegh in the registration statement and
exhibits and schedules to the registration staténfe@m further information with respect to us ahd shares of common stock to be sold in this
offering, reference is made to the registratiotesteent, including the exhibits and schedules tadigéstration statement. Copies of the
registration statement, including the exhibits aokedules to the registration statement, may beieeal without charge at the public refere
room of the Securities and Exchange Commission,FL8@eet, N.E., Room 1580, Washington, D.C. 2054f@®rmation about the operation of
the public reference room may be obtained by aaliire Securities and Exchange Commission at 1-&0-@300. Copies of all or a portion of
the registration statement may be obtained fronptl#ic reference room of the Securities and ExgeaDommission upon payment of
prescribed fees. Our Securities and Exchange Caosioniéilings, including our registration statemearte also available to you, free of charge,
on the Securities and Exchange Commission’s websitevw.sec.gov

As a result of this offering, we will b@oe subject to the information and reporting regmients of the Securities Exchange Act of 1934,
as amended, and will file periodic reports, protatements and will make available to our stockh@@amnual reports containing audited
financial information for each year and quartedpaorts for the first three quarters of each figear containing unaudited interim financial
information.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINERERM

To the Board of Directors of
Chimera Investment Corporation:

We have audited the accompanying balance shedtiofeta Investment Corporation (the “Compangs)of September 25, 2007. This finan
statement is the responsibility of the Company'siaggement. Our responsibility is to express an opiwin this financial statement based on
our audit.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightfq&@nited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether the balaeetistiree of material misstatement. The
Company is not required to have, nor were we ergjegeerform, an audit of its internal control ofi@ancial reporting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contramfinancial reporting. Accordingly, we
express no such opinion. An audit also includesrémiag, on a test basis, evidence supporting thewems and disclosures in the balance sl
assessing the accounting principles used and gignifestimates made by management, as well agsairgy the overall balance sheet
presentation. We believe that our audit providesaaonable basis for our opinion.

In our opinion, such balance sheet presents fairlgll material respects, the financial positidrChimera Investment Corporation as of
September 25, 2007, in conformity with accountinggples generally accepted in the United StafeSmerica.

/s/ DELOITTE & TOUCHE LLP

New York, New York
September 25, 2007

(November 1, 2007 as to Note 4)

F-2



CHIMERA INVESTMENT CORPORATION
BALANCE SHEET
SEPTEMBER 25, 2007

ASSETS
Cash $ 1,00(¢
Deferred Offering Cost 290,00(
Total asset $ 291,00(

STOCKHOLDERY EQUITY

Stockholder’ equity:

Common stock: (par value $.01, 1,000 shares authdyrissued and outstandir $ 1C
Additional pait-in-capital 290,99(
Total stockholder equity $ 291,00(

Please see accompanying notes to the Balance Sheet.
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CHIMERA INVESTMENT CORPORATION
NOTES TO BALANCE SHEET
SEPTEMBER 25, 2007

1. ORGANIZATION

Chimera Investment Corporation (the “Camyg’) was organized in Maryland on June 1, 2007dé&Jrihe Articles of Incorporation, the
Company is authorized to issue up to 1,000 shdresromon stock. The Company has not commenced tpesa

2. FORMATION OF THE COMPANY/INITIAL PUBLIC OFFERING

The Company intends to conduct an infiigblic offering of common stock, which is antidipd to be finalized in the fourth quarter of
2007. Proceeds will be used to invest in (i) primaebo prime and Alt-A mortgage loans sourced tgtoprimary originators including
mortgage bankers, commercial banks, savings amddssociations, home builders, credit unions andgage conduits, and through the
secondary market; (i) non-Agency residential magtgrbacked securities (RMBS) which may includeinkestment-grade and namvestmen
grade classes of RMBS, including BB-rated, B-rated non-rated classes, and Agency RMBS,; (iii) otts=set backed securities (ABS),
including collateralized debt obligations (CDOg)manercial mortgage backed securities (CMBS) andratbnsumer or non-consumer ABS,
which may include investment-grade and non-investrgeade classes, including BB-rated, B-rated aordmated classes.

The Company will be subject to the risksolved with real estate. These include, amongmththe risks normally associated with
changes in the general economic climate, creditvimmess of borrowers, competition for borrowers,rgies in tax laws, interest rate levels, and
the availability of financing. The Company inteidgqualify as a real estate investment trust (“REUNder the Internal Revenue Code
commencing with its taxable period ending on Decendi, 2007. In order to maintain its tax statua &EIT, the Company plans to distribute
at least 90% of its taxable income.

The sole stockholder of the Company is&dp Capital Management, Inc. (“Annaly”), the parefFixed Income Discount Advisory
Company (“FIDAC"). Annaly’s initial capital contriltion to the Company was $1,000, made on Augua0Qy.

The Company will be managed by FIDACjrarestment advisor registered with the Securitie Bxchange Commission. The Manager
is a fixed-income management company specializingvesting in US agency mortgage-backed and staterelated securities and managing
interest rate-sensitive strategies. The Manageestactive investment management operations id, 189 managed approximately $2.6
billion in net assets and $15.7 billion in grossas at June 30, 2007. The Manager is a wholly dwagable REIT subsidiary of Annaly, lisi
as NLY on the New York Stock Exchange.

F-4




CHIMERA INVESTMENT CORPORATION
NOTES TO BALANCE SHEET
SEPTEMBER 25, 2007

3. SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of the balance sheebifarmity with accounting principles generally apted in the United States of America requires
management to make estimates and assumptiondfiettthe reported amounts of assets and liaksligied disclosure of contingent assets and
liabilities at the date of the balance sheet. Alatesults could differ from those estimates.

Underwriting Commissions and Costs

Underwriting commissions and costs tanoeirred in connection with the Company’s stocledfigs will be reflected as a reduction of
additional paid-in-capital.

Organization Costs
Costs incurred to organize the Comparlyhgi expensed as incurred.

4. MANAGEMENT AGREEMENT AND RELATED PARTY TRANSACTI ONS

In connection with the Company’s initalblic offering, the Company will enter into a mgeaent agreement with FIDAC, which
provides for an initial term through December 301 @ with automatic one-year extension options arjest to certain termination rights. The
Company will pay FIDAC a quarterly management fgeat to 1.75% per annum of the gross Stockholdegsity (as defined in the
management agreement) of the Company. To providecantive for FIDAC to enhance the value of thenawon stock, FIDAC will be entitle
to a quarterly incentive fee equal to 20% of thbad@mount by which Core Earnings (as definechinmanagement agreement) on a rolling
four-quarter basis and before the incentive managéffiee, exceeds the product of (1) the weightedame of the issue price per share of all of
our public offerings multiplied by the weighted aage number of shares of common stock outstandisgdh quarter and (2) 0.50% plus one-
fourth of the average of the one month LIBOR ratesiuch quarter and the previous three quartersthiédnitial four quarters following this
offering, Core Earnings and the LIBOR rate willdaculated on the basis of each of the previousiggeted quarters on an annualized basis.
Core Earnings and LIBOR rate for the initial quaktél each be calculated from the settlement ddtthis offering on an annualized basis.

The Company will be obligated to reimieuF$DAC for its costs incurred under the manageragntement. In addition, the Company is
required to pay its pro rata portion of rent, thlepe, utilities, office furniture, equipment, maukiy and other office, internal and overhead
expenses of FIDAC required for the Company’s op@nat These expenses will be allocated between EIRAd the Company based on the
ratio of the Company’s proportion of gross assetamared to all remaining gross assets managed¥Eks calculated at each quarter end.
FIDAC and the Company will modify this allocatiorethodology, subject to the Company’s board of dinext approval if the allocation
becomes inequitable (i.e., if the Company beconeeg highly leveraged compared to FIDAC’s other fairashd accounts). FIDAC has waived
its right to request reimbursement from the Compafithese expenses until such time as it deterntmesscind that waiver. Upon successful
completion of its planned initial public offerinthe Company will be obligated to reimburse FIDAC &l costs incurred in connection with
formation, organization and initial public offerimd the Company, which is estimated to be $1,00@,00

In connection with the initial public efing, FIDAC has incurred offering costs approximgt$290,000 on behalf of the Company. U
successful completion of its planned initial puldféering, the Company will be obligated to reimbeiFIDAC for all costs incurred in
connection with the formation, organization andi@hipublic offering of the Company, which are esdted to be $1,000,000. At such time, the
capital contribution from FIDAC will be reclassifléo a liability.
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Until , 2007 (25 dagfter the date of this prospectus), all deales$ ¢fffect transactions in these securities, wheatheiot
participating in this offering, may be requireddeliver a prospectus. This is in addition to theldes’ obligation to deliver a prospectus when
acting as underwriters and with respect to thegolohallotments or subscriptions.

33,333,334 Shares

CHIMERA

INVESTMEMT CORPORATION

Common Stock

PROSPECTUS

Merrill Lynch & Co.
Credit Suisse
Deutsche Bank Securities
JPMorgan
Keefe, Bruyette & Woods

Bear, Stearns & Co. Inc.

, 2007




PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS
Item 31. Other Expenses of Issuance and Distributio

The following table shows the fees and expenségrdhan underwriting discounts and commissionbgtpaid by us in connection with the
sale and distribution of the securities being regéxl hereby. All amounts except the SEC regisindgée are estimated.

17,65¢
58,00(

Securities and Exchange Commission registratiol $

Financial Industry Regulatory Authority filing fe $

New York Stock Exchange listing f $ 197,50(

Legal fees and expenses (including Blue Sky f $ 617,50(

Accounting fees and expens $ 50,00(

Printing and engraving expens $ 30,00(

Transfer agent fees and expen $ 10,00(

Miscellaneous $ 19,34
$

Total 1,000,001

Item 32. Sales to Special Parties.
None.
Item 33. Recent Sales of Unregistered Securities.

Annaly, an affiliate of our Manager, fmschased 1,000 shares of our common stock forehpse price of $1,000 in a private offering.
Such issuance was exempt from the registrationinements of the Securities Act pursuant to Sedti@) thereof.

Iltem 34. Indemnification of Directors and Officers.

Section 2-418 of the Corporations ando&ggions Article of the Annotated Code of Marylajod Maryland General Corporation Law or
MGCL) provides that a Maryland corporation may imgtéfy any director or officer of a corporation wheomade a party to any proceeding
because of service in that capacity unless ittebdished that the act or omission of the direotoofficer was material to the matter giving rise
to the proceeding and was committed in bad faitiwas the result of active and deliberate dishonestthe person actually received an
improper personal benefit in money, property ovises; or, in the case of any criminal proceedthg,person had reasonable cause to believe
that the act or omission was unlawful. Indemnifimatmay be against judgments, penalties, fineiegatnts, and reasonable 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 amecpeding in which the director or officer shalVedeen adjudged to be liable to the
corporation. Such indemnification may not be madless authorized for a specific proceeding aftéetarmination has been made, in the
manner prescribed by the law, that indemnificattopermissible in the circumstances because tleetdir or officer has met the applicable
standard of conduct. On the other hand, unless$ddriy the corporation’s charter, the director ficer must be indemnified for expenses if he
has been successful in the defense of the proagedias otherwise ordered by a court. The law pitescribes the circumstances under which
the corporation may advance expenses to, or obtsimance or similar protection for, directors afiicers.

Our charter provides that our directofficers, employees, and agents, in the discreifasur board of directors, may be indemnified to
the fullest extent required or permitted from titndime by the laws of Maryland.

The Maryland General Corporation Law pigsrithe charter of a Maryland corporation to ingwdprovision limiting the liability of its
directors and officers to the corporation and egkholders for money damages
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except to the extent that (i) it is proved thatpleeson actually received an improper benefit ofipin money, property or services for the
amount of the benefit or profit in money, propestyservices actually received, or (ii) a judgmenbtier final adjudication is entered in a
proceeding based on a finding that the personiemabr failure to act, was the result of activel @eliberate dishonesty or committed in bad
faith and was material to the cause of action adgidd in the proceeding. Our charter containsoaipion providing for elimination of the
liability of our directors and officers to us orratockholders for money damages to the maximumngéxiermitted by Maryland law.

We maintain policies of insurance undéaich our directors and officers are insured, witthie limits and subject to the limitations of the
policies, against expenses in connection with #fertse of actions, suits or proceedings resultiogn fsuch director or officer being or having
been a director or officer, and certain liabilitighich might be imposed as a result of these astisunits or proceedings.

Item 35. Treatment of Proceeds from Stock Beingifteed.
None of the proceeds will be creditednoaccount other than the appropriate capital Shareunt.
Item 36. Financial Statements and Exhibits.

(@) Financial Statements. See pa¢-1 for an index to the financial statements inclugtethe registration statemel

(b)  Exhibits. The following is a complete list of exhgbfiled as part of the registration statementichtare incorporated herei

Exhibit

Number Exhibit Description

1.1 Form of Underwriting Agreement among Chimera Inwestt Corporation and the underwriters named the
1.2 Form of Stock Purchase Agreement between Chimeestment Corporation and Annaly Capital Management,
3.1%* Form of Articles of Amendment and Restatement ofr@@na Investment Corporatic

3.2 Form of Amended and Restated Bylaws of Chimeradtment Corporatio

4.1** Specimen Common Stock Certificate of Chimera Inwestt Corporatiot

5.1* Opinion of Kirkpatrick & Lockhart Preston GatesiEILLP (including consent of such firr

8.1* Tax Opinion of McKee Nelson LLP (including consefisuch firm)

10.1 Form of Management Agreeme

10.2** Form of Equity Incentive Pla

10.3** Form of Restricted Common Stock Awé

10.4** Form of Stock Option Grat

231 Consent of Deloitte & Touche LL

23.2* Consent of Kirkpatrick & Lockhart Preston Gated<ElILP (included in Exhibit 5.1

23.3* Consent of McKee Nelson LLP (included in Exhibit )t

24 1% Power of Attorney (included on the signature pagthis registration statemer
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99.1**
99.2**
99.3**

Consent of Paul Donli
Consent of Mark Abram

Consent of Paul A. Keen:

* To be filed by amendmer

** Previously Filed.

Item 37. Undertakings.

(a) The undersigned registrant hereby undertakpsotdide to the underwriters at the closing spediin the underwritinagreement
certificates in such denominations and registemexich names as required by the underwriters tipprompt delivery to each
purchaser

(b) Insofar as indemnification for liabilities arig under the Securities Act of 1933, as amendetheoSecurities Act, may be permitt

to directors, officers or controlling persons of tiegistrant pursuant to the foregoing provisiamstherwise, the registrant has been
advised that in the opinion of the Securities ardnange Commission such indemnification is agginstlic policy as expressed in the
Securities Act and is, therefore, unenforceabla.dfaim for indemnification against such liabdi(other than the payment by the
registrant of expenses incurred or paid by a diredfficer or controlling person of the registramthe successful defense of any action,
suit or proceeding) is asserted by such direcfices or controlling person in connection with thecurities being registered, the
registrant will, unless in the opinion of its coehthe matter has been settled by controlling pteng submit to a court of appropriate
jurisdiction the question whether such indemnifmaty it is against public policy as expressethm Securities Act and will t

governed by the final adjudication of such iss

(c) The undersigned registrant hereby further ulattes that

(1) For purposes of determining any liability unttee Securities Act of 1933, as amended, the indtion omitted from the form of
prospectus filed as part of this registration steet in reliance under Rule 430A and containedfiora of prospectus filed by the
registrant pursuant to Rule 424(b)(1) or (4), or@9 under the Securities Act shall be deemed tbgdahis registration statement as of
the time it was declared effecti

(2) For the purpose of determining any liabilityden the Securities Act, each g-effective amendment that contains a forn
prospectus shall be deemed to be a new registrstd@ment relating to the securities offered thesnd the offering of such securities
at that time shall be deemed to be the initial biiseoffering thereof
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SIGNATURES

Pursuant to the requirements of the SéesiAct of 1933, the registrant certifies thahéts reasonable grounds to believe that it mekts al
of the requirements for filing on Form S-11 and Haly caused this registration statement to beesigim its behalf by the undersigned,
thereunto duly authorized, in the City of New Yo8tate of New York, on November 2, 2007.

CHIMERA INVESTMENT CORPORATION

By: /s/ Matthew Lambias

Matthew Lambias:
President and Chief Executive Offic

Pursuant to the requirements of the SéesiAct 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 and Directorirfpipal November 2, 200
executive officer)

Matthew Lambias:

* Chief Financial Officer (principal financial anda@minting November 2, 200
officer)

A. Alexandra Denaha

*

November 2, 200
Jeremy Diamoni Director

By: /s/ Matthew Lambias

Name: Matthew Lambias
Title: Attorney-in-Fact

-4



Exhibit
Number

11
1.2
3.1%*
3.2
4.1**
5.1*
8.1*
10.1
10.2**
10.3**
10.4**
23.1
23.2*
23.3*
24.1%*
99.1**
99.2**
99.3**

EXHIBIT INDEX

Exhibit Description
Form of Underwriting Agreement among Chimera Inrrestt Corporation and the underwriters named the
Form of Stock Purchase Agreement between Chimeestment Corporation and Annaly Capital Management,
Form of Articles of Amendment and Restatement afri@na Investment Corporatic
Form of Amended and Restated Bylaws of Chimeradtment Corporatio
Specimen Common Stock Certificate of Chimera Inwesit Corporatiol
Opinion of Kirkpatrick & Lockhart Preston GatesiEILLP (including consent of such firr
Tax Opinion of McKee Nelson LLP (including consefisuch firm).
Form of Management Agreeme
Form of Equity Incentive Pla
Form of Restricted Common Stock Awe
Form of Stock Option Gral
Consent of Deloitte & Touche LL
Consent of Kirkpatrick & Lockhart Preston Gates€HIILP (included in Exhibit 5.1
Consent of McKee Nelson LLP (included in Exhibit)t
Power of Attorney (included on the signature pagthis Registration Statemel
Consent of Paul Donli
Consent of Mark Abram

Consent of Paul A. Keen:

* To be filed by amendmer

** Previously filed.
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UNDERWRITING AGREEMENT
® 200

MERRILL LYNCH & CO.
Merrill Lynch, Pierce, Fenner & Smith Incorporated

CREDIT SUISSE SECURITIES (USA) LLC
DEUTSCHE BANK SECURITIES INC.

As Representatives of the several Underwriters,
c/o Merrill Lynch & Co.

Merrill Lynch, Pierce, Fenner & Smith Incorporated
4 World Financial Center

New York, New York 1008

Ladies and Gentlemen:

Chimera Investment Corporatiaharyland corporation (the “ Compat)y proposes to issue and sell to the underwritarsed
in Schedule Aannexed hereto (the “ Underwrité)sfor whom Merrill Lynch & Co., Merrill Lynch, Rérce, Fenner & Smith Incorporated (“
Merrill Lynch "), Credit Suisse Securities (USA) LLC and DeutsBlamk Securities Inc. are acting as representatareaggregate @
shares (the “ Firm Shar&sof common stock, $0.01 par value (the * Commadoc®”), of the Company. In addition, solely for the pase of
covering over-allotments, the Company proposesdatgo the Underwriters the option to purchasenftbe Company up to an additiorsl
shares of Common Stock (the “ Additional Sh&)e3he Firm Shares and the Additional Shares areihafter collectively sometimes referred
to as the “ Share$ The Shares are described in the Prospectus vidieferred to below.

The Company has filed, in ademice with the provisions of the Securities Ac1883, as amended, and the rules and regulations
thereunder (collectively, the “ Securities Aptwith the Securities and Exchange Commissioe (t€ommissiori) a registration statement on
Form S-11 (File No. 333-145525), as amended. Pryrafter execution and delivery of this Agreemehg Company will prepare and file a
prospectus in accordance with the provisions oERIBOA (“_ Rule 430A) of the rules and regulations of the Commissioder the Securities
Act (the “ Securities Act Regulatiorisand paragraph (b) of Rule 424 _(* Rule 424(ppf the Securities Act Regulations. The infornoati
included in such prospectus that was omitted franhsegistration statement at the time it becarfec¥e but that is deemed to be part of ¢
registration statement at the time it became affeqiursuant to paragraph (b) of Rule 430A is meféto as “ Rule 430A Informatioi Each
prospectus used before such registration statelneeaime effective, and any prospectus that omittedrRule 430A Information, that was used
after such effectiveness and prior to the executimhdelivery of this Agreement, is herein callédPaeliminary Prospectu$ The Company
has furnished to Merrill Lynch, for use by the




Underwriters and by dealers, copies of one or mpoeéminary prospectuses. Except where the cormtidrwise requires, such registration
statement, as amended when it became effectideding all documents filed as part thereof, anduding the Rule 430A Information,
collectively, are herein called the “ ReqistratBtatement” Any registration statement filed pursuant to &d4b62(b) of the Securities Act
Regulations is herein referred to as the “ Rule(dpReqistration Statemeritand after such filing the term “Registration 8taent” shall
include the Rule 462(b) Registration Statement. fifked prospectus in the form filed by the Compavith the Commission pursuant to Rule
424(b) and Rule 430A under the Securities Act ohejore the second Business Day (as defined bdtileyving the date of this Underwriting
Agreement (the “ Agreemetit (or on such other day as the parties may mutwedkee), is herein called the “ Prospectusor purposes of this
Agreement, all references to the Registration 8Statd, the Prospectus, any Preliminary Prospectts amy amendment or supplement to any
of the foregoing shall be deemed to include anydided with the Commission pursuant to its EledimData Gathering Analysis and Retrie
System (“ EDGAR’), and such copy shall be identical in contenaty Prospectus or Preliminary Prospectus delivereéde Underwriters for
use in connection with the offering of the Shares.

The Company and the Underwsitagree as follows:

1. Sale and Purchase Upon the basis of the warranties and representtind subject to the terms and conditions heeiforth
the Company agrees to issue and sell the Firm Shathe several Underwriters, and each of the bimiters, severally and not jointly, agrees
to purchase from the Company the respective numiieirm Shares (subject to such adjustment as Meygmch may determine to avoid
fractional shares) set forth opposite the nameiol $Jnderwriter in Schedule &hnexed hereto at a purchase price @f $per Share. The
Company is advised by Merrill Lynch that the Undeters intend (i) to make a public offering of tBhares as soon as the Underwriters deem
advisable after this Agreement has been executdlalivered and (ii) initially to offer the Firm &res upon the terms set forth in the
Prospectus. The Underwriters may from time to tineeease or decrease the public offering pricer @fie initial public offering to such extent
as they may determine.

In addition, the Company hergbgnts to the several Underwriters the optionuxcipase, and upon the basis of the warranties anc
representations and subject to the terms and déonsgliherein set forth, the Underwriters shall hineeright to purchase, severally and not
jointly, from the Company ratably in accordancehittie number of Firm Shares to be purchased by @atiem (subject to such adjustmen
Merrill Lynch shall determine to avoid fractiondleges), all or a portion of the Additional Sharesray be necessary to cover over-allotments
made in connection with the offering of the Firme#s, at the same purchase price per share tddbypthe Underwriters to the Company for
the Firm Shares. This option may be exercised bgriMeynch on behalf of the several Underwritetsaay time and from time to time on or
before the thirtieth day following the date herdmf,written notice to the Company. Each such natleal set forth the aggregate number of
Additional Shares as to which the option is beirgreised and the date and time when Additional &hare to be delivered (any such date and
time being herein referred to as an “ additionaktiof purchas®; provided, however that an additional time of purchase shall noibearlier
than the time of purchase (as defined below) digier than the tenth Business Day after the datehich the option shall have been exerc
The number of Additional Shares to be sold to daietierwriter shall be the number
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which bears the same proportion to the aggregatdauof Additional Shares being purchased as thebeu of Firm Shares set forth opposite
the name of such Underwriter on Schedulbeteto bears to the aggregate number of Firm Slisubsgect, in each case, to such adjustment as
Merrill Lynch may determine to eliminate fractiorsilares). As used herein “ Business Dahall mean a day on which the New York Stock
Exchange (the “ NYSE) is open for trading and commercial banks in @ig/ of New York are open for business.

2. Payment and DeliveryPayment of the purchase price for the Firm Sharaeli ke made to the Company by federal funds wire
transfer against delivery of the certificates tog Firm Shares to Merrill Lynch through the fa@it of the Depository Trust Company (* DTC
") for the respective accounts of the Underwrit&sch payment and delivery shall be made at 10:60,ANew York City time, or® , 2007
(unless another time shall be agreed to by Mduyitich and the Company or unless postponed in aaogelwith the provisions of Section 10
hereof). The time at which any such payment andel® are actually made is herein sometimes cdlied time of purchase Certificates for
the Firm Shares shall be delivered to Merrill Lynttirough the facilities of DTC, in definitive forim such names and in such denominatiol
Merrill Lynch shall specify no later than the seddusiness Day preceding the time of purchasethepurpose of expediting the checking of
the certificates for the Firm Shares by Merrill Igyry the Company agrees to make such certificat@itable to Merrill Lynch for such purpose
at least one full Business Day preceding the tifrguochase.

Payment of the purchase priceAdditional Shares shall be made at each addititme of purchase in the same manner and
same office as the payment for the Firm SharedifiCates for Additional Shares shall be delivetederrill Lynch, through the facilities of
DTC, in definitive form in such names and in suemaminations as Merrill Lynch shall specify no tatean the second Business Day
preceding each additional time of purchase. Foptirpose of expediting the checking of the ceutiés for Additional Shares by Merrill
Lynch, the Company agrees to make such certifiGatagable to Merrill Lynch for such purpose atdeane full Business Day preceding each
additional time of purchase.

3. Representations and Warrams of the Company The Company represents and warrants to each d&friderwriters as of the
date hereof, the Applicable Time referred to int®ec3(c), as of the time of purchase and, if aggilie, at each additional time of purchase
that:

(a) Each of the Registratioat&ment, any Rule 462(b) Registration Statementagdost-effective amendment thereto has
become effective under the Securities Act. The Cangghas not received, and has no notice of, angraithe Commission preventing or
suspending the use of the Registration StatemewptRale 462(b) Registration Statement or any péfstcve amendment thereto, or
threatening or instituting proceedings for thatgmse. Any statutes, regulations, contracts or atbeuments that are required to be describ
the Registration Statement or the Prospectus be filed as exhibits to the Registration Stateniave been so described or filed. The
Prospectus has been or will be so prepared andbaviiled pursuant to Rule 424(b) of the Securifieson or before the second Business Day
following the date of this Agreement or on sucheottiay as the parties may mutually agree. TherRirgdiry Prospectus, at the time of filing
thereof, conformed in all material respects torwpiirements of the Securities Act. Copies of tlegiBtration Statement,
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the Preliminary Prospectus and the Prospectusanduech amendments or supplements that were fiigdtihe Commission on or prior to the
date of this Agreement (including one fully execut®py of each of the Registration Statement, gfRumle 462(b) Registration Statement and
of each amendment thereto for the Underwritersgtmen delivered to the Underwriters and their selurThe Company has not distributed
any offering material in connection with the offegior sale of the Shares other than the Registr&iatement, the Preliminary Prospectus, the
Prospectus, Issuer General Use Free Writing Prosgpes (as defined below) or any other materiaknyf, permitted by the Securities Act.

(b) Each part of the RegistatStatement, any Rule 462(b) Registration Statémrehany post-effective amendment thereto,
when such part became or becomes effective or wiasfited with the Commission, and the Prospeetod any amendment or supplement
thereto, on the date of filing thereof with the Guission and at the time of purchase and, if appleat each additional time of purchase,
conformed or will conform in all material respeuth the requirements of the Securities Act. Eaaft pf the Registration Statement, any Rule
462(b) Registration Statement and any mttetive amendment thereto, when such part becarbecomes effective or was or is filed with
Commission, did not or will not contain an untragtement of a material fact or omit to state a mitéact required to be stated therein or
necessary to make the statements therein not mistearhe Prospectus, any Preliminary Prospectdsaay amendment or supplement thei
at their respective times of issuance and at the tif purchase and, if applicable, at each addititme of purchase, did not or will not include
an untrue statement of a material fact or omitatesa material fact necessary to make the statsrttggrein, in the light of the circumstances
under which they were made, not misleading, exttegitthe foregoing shall not apply to statementeiromissions from, any such documer
reliance upon, and in conformity with, written infieation concerning the Underwriters that was furedsin writing to the Company by Merrill
Lynch, on behalf of the several Underwriters, sfieally for use in the preparation thereof.

(c) As of the Applicable Timeither (x) the Issuer General Use Free Writing peotus(es) (as defined below) issued at or pri
the Applicable Time, the information included orh8dule Chereto and the Statutory Prospectus (as definetvpels of the Applicable Time,
all considered together (collectively, the “ Gen@ssclosure Packag, nor (y) any individual Issuer Limited Use Frégiting Prospectus,
when considered together with the General Disce&ackage, included any untrue statement of a iabfiget or omitted to state any material
fact necessary in order to make the statementsithen the light of the circumstances under witlody were made, not misleading.

As used in this subsection alseéwhere in this Agreement:

“ Applicable Timémeans® :00 [a/p]m (Eastern time) o® , 2007 or such other time as agreed by the ComaadyMerrill
Lynch.

“ Issuer Free Writing Prospectmeans any “issuer free writing prospectus,” ainéel in Rule 433 of the Securities Act (“ Rule
433"), relating to the Shares that (i) is requiredofiled with the Commission by the Company, @ijgi“road show that is a written
communication” within the meaning of Rule 433(dj{B)vhether or not required to be filed with ther@mission or (iii) is exempt from filing
pursuant to Rule 433(d)(5)(i) because it contains a




description of the Shares or of the offering thagsinot reflect the final terms, in each caseénftim filed or required to be filed with the
Commission or, if not required to be filed, in floem retained in the Company’s records pursuamute 433(g).

“ Issuer General Use Free WatiProspectusmeans any Issuer Free Writing Prospectus thatémded for general distribution to
prospective investors, as evidenced by it beingifipd in Schedule Biereto.

“ Issuer Limited Use Free Wr@iiProspectusmeans any Issuer Free Writing prospectus thadisan Issuer General Use Free
Writing Prospectus.

“ Statutory Prospectuas of any time means the prospectus relatingedShares that is included in the RegistratioreBtant
immediately prior to that time, including any docemhincorporated by reference therein.

Each Issuer Free Writing Praspg as of its issue date and at all subsequesstthrough the completion of the public offer and
sale of the Shares or until any earlier date thetQompany notified or notifies Merrill Lynch assdebed in the next sentence, did not, doe:
and will not include any information that conflidteconflicts or will conflict with the informationontained in the Registration Statement or the
Prospectus, and any preliminary or other prospetesned to be a part thereof that has not beemsadesl or modified.

The representations and waigarih this subsection shall not apply to statesi@nbr omissions from the Registration Statement,
the Prospectus or any Issuer Free Writing Prospentde in reliance upon and in conformity with teritinformation furnished to the
Company by any Underwriter through Merrill Lynchpeassly for use therein.

(d) The financial statementstef Company, together with the related scheduldsates thereto, set forth or included in the
Registration Statement, the General Disclosure &gekand the Prospectus are accurate in all matesigects and fairly present the financial
condition of the Company as of the dates indicatedl the results of operations, changes in finapaiaition, stockholders’ equity and cash
flows for the periods therein specified are in awnfity with generally accepted accounting principtensistently applied throughout the
periods involved (except as otherwise stated thiréhe selected financial and statistical datduched in the Registration Statement, and the
Prospectus present fairly the information showmetimeand, to the extent based upon or derived ttwfinancial statements, have been
compiled on a basis consistent with the finanditiesnents presented therein. No other financitédstants are required to be set forth in the
Registration Statement or the Prospectus undeB¢iarities Act.

(e) The Preliminary Prospecatias, and the Prospectus and the General Discl®aaleage delivered to the Underwriters for us
connection with this offering will be, identical tbe versions of the Preliminary Prospectus, Pretsigeand the General Disclosure Package,
respectively, created to be transmitted to the C@sion for filing via EDGAR, except to the extemrmitted by Regulation S-T.

(f) The Company has been dalynfed and incorporated and is existing as a cotiporén good standing under the laws of the
State of Maryland, is duly qualified to do




business and is in good standing as a foreign catipo in each jurisdiction in which its ownersliiplease of property or assets or the conduct
of its business requires such qualification, exedmtre the failure to so qualify would not have atenial adverse effect on the business, assets
properties, prospects, financial condition or ressaf operation of the Company taken as a whofeMaterial Adverse Effect), and has full
corporate power and authority necessary to owm, h@hse and/or operate its assets and propediesnduct the business in which it is
engaged and as described in the Prospectus antetoirgo and perform its obligations under thisédgment and to consummate the
transactions contemplated hereby, and the Compainycompliance in all material respects with &4, orders, rules, regulations and
directives issued or administered by such jurisalict.

(g) The Company has no “sigmfit subsidiaries” (as such term is defined in Ru@2 of Regulation S-X promulgated under the
Securities Act) and does not own, directly or irdtty, any shares of stock or any other equityoogtterm debt securities of any corporation or
have any equity interest in any firm, partnersfopt venture, association or other entity. Comgplahd correct copies of the articles of
incorporation and of the bylaws of the Company alhdmendments thereto have been delivered to Meyrich and, except as set forth in the
exhibits to the Registration Statement, no chatigerein will be made subsequent to the date henedfprior to the time of purchase or, if
applicable, each additional time of purchase.

(h) The Company is not in biea€ or in default under (nor has any event o@diswhich with notice, lapse of time, or both wa
result in any breach of, or constitute a defautten, (i) its articles of incorporation or bylaws(@) any obligation, agreement, covenant or
condition contained in any contract, license, repase agreement, indenture, mortgage, deed of barsk loan or credit agreement, note, lease
or other evidence of indebtedness, or any leaserax or other agreement or instrument to whieh@ompany is a party or by which it or any
of its assets or properties may be bound or affethe effect of which breach or default under st(ii) could have a Material Adverse Effect.
The execution, delivery and performance of thise®gnent, the issuance and sale of the Shares andrtkemmation of the transactions
contemplated hereby will not conflict with, or ré&sn any breach of, constitute a default undea &tepayment Event (as defined below) under
(nor constitute any event which with notice, lap§é&me, or both would result in any breach of, stitate a default under or a Repayment E
under), (i) any provision of the articles of incoration or bylaws of the Company, (ii) any provisiof any contract, license, repurchase
agreement, indenture, mortgage, deed of trust, lmeamkor credit agreement, note, lease or otheleene of indebtedness, or any lease, cor
or other agreement or instrument to which the Comgsia party or by which the Company or any ofigsets or properties may be bound or
affected, the effect of which could have a MatefidVerse Effect other than the Company’s obligatmneimburse the Manager for all costs
incurred in connection with the formation, orgatiaa and initial public offering of the Company, @) under any federal, state, local or
foreign law, regulation or rule or any decree, judt or order applicable to the Company. As usedihea “ Repayment Evehiimeans any
event or condition which gives the holder of anyenaebenture or other evidence of indebtednesanipperson acting on such holdebehalf
the right to require the repurchase, redemptiarepayment of all or a portion of such indebtedrmsthe Company or any subsidiary.
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(i) As of August 3, 2007, agtloé date of this Agreement and as of the timeuoflpase, the Company had, has or will have an
authorized, issued and outstanding capitalizatsosea forth under the headings “Actual” and “As #glgd,” respectively, in the section of the
Prospectus entitled “Capitalization.” All of thesised and outstanding shares of capital stock, diraiuthe Common Stock of the Company,
have been duly and validly authorized and issuedaaa fully paid and noassessable, have been issued in compliance witdaltal and sta
securities laws and were not issued in violatioamf preemptive right, resale right, right of firsfusal or similar right.

() This Agreement has beeryadulthorized, executed and delivered by the Company

(k) The management agreeméiet {tManagement Agreemef)t dated as o® , 2007, between the Company and Fixed Income
Discount Advisory Company (the “ Managdghas been duly authorized, executed and delivbyeithe Company and constitutes a valid and
binding agreement of the Company enforceable inraence with its terms, except to the extent thédreement thereof may be limited by
bankruptcy, insolvency, reorganization or otherdaffecting enforcement of creditors’ rights ordsneral equitable principles.

(I) The stock purchase agredn(itie “ Stock Purchase Agreeméhtdated as o® , 2007, between the Company and Annaly
Capital Management, Inc. (* Annaly relating to the sale of the Company’s Commoncgttm Annaly (the “ Annaly Sal8 has been duly
authorized, executed and delivered by the Compadycanstitutes a valid and binding agreement ofdbmpany enforceable in accordance
with its terms, except to the extent that enforcetntieereof may be limited by bankruptcy, insolven®organization or other laws affecting
enforcement of creditors’ rights or by general &gple principles.

(m) The capital stock of thengany, including the Shares, conforms and will comfin all material respects to the description
thereof contained in the Registration Statemenhe®® Disclosure Package and the Prospectus ahddescription conforms to the rights set
forth in the instruments defining the same. Théiftemtes for the Shares are in due and proper fanchthe holders of the Shares will not be
subject to personal liability by reason of beingtsholders.

(n) The Shares have been dudialidly authorized by the Company for issuanoe sale pursuant to this Agreement and, when
issued and delivered against payment therefor@sded herein, will be duly and validly issued dotly paid and non-assessable, free and
clear of any pledge, lien, encumbrance, securisrést or other claim, and will be registered parguo Section 12 of the Securities Exchange
Act of 1934, as amended, and the rules and regukathereunder (collectively, the “ Exchange Act

@) No approval, authorization, consent or ordeordiling with any national, state or local goverantal or regulatory commissic
board, body, authority or agency is required inr@mtion with the issuance and sale of the Sharsearonsummation by the Company of the
transaction contemplated hereby other than (istegfion of the Shares under the Securities Aigtafly necessary qualification under the
securities or blue sky laws of the various jurisidits in which the Shares are being offered bylthderwriters, or (iii) such
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approvals as have been obtained in connectionthétlapproval of the listing of the Shares on NYSE.

(p) No person, as such teraeffined in Rule 1-02 of Regulation S-X promulgatedier the Securities Act (each, a “ Per§oras
the right, contractual or otherwise, to cause tbenany to issue to it any shares of capital stoaktler securities of the Company upon the
issue and sale of the Shares to the Underwriteesihder, nor does any Person have preemptive yightsale rights, rights of first refusal or
other rights to purchase or subscribe for any efShares or any securities or obligations converiitio or exchangeable for, or any contracts
or commitments to issue or sell any of, the Sharesy options, rights or convertible securitie®bligations, other than those that have been
expressly waived prior to the date hereof.

(q) Deloitte & Touche LLP (théccountants’), whose report on the financial statements ofGloenpany is filed with the
Commission as part of the Registration Statemedhttlad Prospectus, are and, during the periods edu®y their reports, were independent
public accountants as required by the Securitids Ac

(r) The Company has all necssbeenses, authorizations, consents and appr@aralshas made all necessary filings required
under any federal, state, local or foreign lawutation or rule, and has obtained all necessamnipgrauthorizations, consents and approvals
from other Persons, in order to conduct its busirgssdescribed in the Prospectus, except as swdulasnot have a Material Adverse Effect.
The Company is not required by any applicable kawttain accreditation or certification from anywgmmental agency or authority in orde
provide the products and services which it curgeptbvides or which it proposes to provide as eghfin the Prospectus except as such as
could not have a Material Adverse Effect. The Conypia not in violation of, or in default under, asych license, permit, authorization,
consent or approval or any federal, state, locéb@ign law, regulation or rule or any decree avrar judgment applicable to the Company, the
effect of which could have a Material Adverse Effec

(s) The descriptions in the Rergtion Statement, the General Disclosure Packadehe Prospectus of the legal or governmental
proceedings, contracts, leases and other legahdermts therein described present fairly the inforomatequired to be shown, and there are no
legal or governmental proceedings, contracts, &ageother documents of a character required teleribed in the Registration Statement,
the General Disclosure Package or the Prospectiasher filed as exhibits to the Registration Staahwhich are not described or filed as
required. All agreements between the Company andl plarties expressly referenced in the Generatlbssire Package and Prospectus are
legal, valid and binding obligations of the Compamforceable in accordance with their respectim@se except to the extent enforceability
may be limited by bankruptcy, insolvency, reorgatitm, moratorium or similar laws affecting cred#torights generally and by general
equitable principles.

(t) There are no actions, sutsims, investigations, inquiries or proceedipgsading or, to the best of the Company’s knowledge,
threatened to which the Company or any of its efficor directors is a party or of which any ofgteperties or other assets is subject at law or
in equity, or before or by any federal, state, largoreign governmental or regulatory

8




commission, board, body, authority or agency witichld result in a judgment, decree or order hagidaterial Adverse Effect.

(u) Subsequent to the respedtiates as of which information is given in the iRiegtion Statement, the General Disclosure
Package (including as of the Applicable Time), #relProspectus, there has not been (i) any masshadrse change, or any development
which would reasonably be expected to cause a rabéelverse change, in the business, propertiassets described or referred to in the
Registration Statement, the General Disclosure &gekor the Prospectus, or the results of opegtmndition (financial or otherwise), net
worth, business, prospects or operations of thefgamytaken as a whole, (ii) other than the Annalle Sany transaction which is material to
the Company, except transactions in the ordinagyseof business, (iii) any obligation, direct ontingent, which is material to the Company
taken as a whole, incurred by the Company, exdglations incurred in the ordinary course of bess (iv) other than the Annaly Sale, any
change in the capital stock or, except in the @adirtourse of business, outstanding indebtednesedompany, or (v) any dividend or
distribution of any kind declared, paid or madetsy Company on any class of its capital stock. Chmpany has no material contingent
obligation which is not disclosed in the RegistratStatement, the General Disclosure PackagegdPibspectus.

(v) There are no Persons watistration or other similar rights to have anyiggar debt securities, including securities whate
convertible into or exchangeable for equity se@sijtregistered pursuant to the Registration Stamé¢mr otherwise registered by the Company
under the Securities Act.

(w) The Company (i) does notdrany issued or outstanding preferred stock phés not defaulted on any installment on
indebtedness for borrowed money or on any rentalm@nor more long term leases, which defaults wbalke a Material Adverse Effect on the
financial position of the Company.

(x) Each of the Company andfficers, directors and controlling Persons has dioectly or indirectly, (i) taken any action
designed to cause or to result in, or that hastitotesd or which might reasonably be expected tustitute, the stabilization or manipulation of
the price of the Common Stock to facilitate theesaflthe Shares, or (ii) except pursuant to theanBale and pursuant to this Agreement) (A)
sold, bid for, purchased, or paid anyone any corsgigon for soliciting purchases of, the ShareB)mi@id or agreed to pay to any Person any
compensation for soliciting another to purchaseathgr securities of the Company.

(y) The Shares have been amatdor listing on the NYSE, subject only to officretice of issuance.

(2) Neither the Company nor affits affiliates (i) is required to register asbsoker” or “dealer’in accordance with the provisic
of the Exchange Act or (ii) directly or indirectligrough one or more intermediaries, controls ordrasother association with (within the
meaning of Article | of the Bylaws of the Financiatlustry Regulatory Authority (“ FINRA)) any member firm of the FINRA.
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(aa) Any certificate signeddy officer of the Company delivered to Merrill Lgmor to counsel for the Underwriters pursuant to
or in connection with this Agreement shall be degmeepresentation and warranty by the Compangdb &nderwriter as to the matters
covered thereby.

(bb) As of the date of this Agment, the Company has no plan or intention t@madly alter its capital investment policy or
investment allocation strategy, both as describeétié Prospectus. The Company has good and maldéitébto all of the properties and as:
owned by it, in each case free and clear of anyriigdnterests, liens, encumbrances, equitiesindand other defects (except for any security
interest, lien, encumbrance or claim that may otisgr exist under any applicable repurchase agregnecept such as do not have a Material
Adverse Effect and do not interfere with the uselenar proposed to be made of such property or agsbe Company, and except as desci
in or contemplated by the Prospectus and the Gebeselosure Package. The Company owns no realgutppAny real property and buildin
held under lease by the Company are held undet,\atisting and enforceable leases, with such dimepas are disclosed in the Prospectt
are not material and do not interfere with the msele or proposed to be made of such property aitdirigs by the Company.

(cc) The Company has filedfatleral, state and foreign income and franchisegaxns required to be filed on or prior to théeda
hereof and has paid taxes shown as due theredhafoare otherwise due and payable), other thaastaskich are being contested in good faith
and for which adequate reserves have been estatblistaccordance with generally accepted accoumptimgiples. The Company has no
knowledge, after due inquiry, of any tax deficiemdyich has been asserted or threatened again€oimpany. To the knowledge of the
Company, there are no tax returns of the Compaayate currently being audited by federal, statecal taxing authorities or agencies which
would have a Material Adverse Effect.

(dd) The Company owns or possesdequate license or other rights to use ahfattrademarks, service marks, trade names,
copyrights, software and design licenses, tradetsananufacturing processes, other intangiblpeatg rights and know-how (collectively, “
Intangibles’) necessary to entitle the Company to condudbuisiness as described in the Prospectus, and thea&y has not received notice
of infringement of or conflict with (and the Compaknows of no such infringement of or conflict withsserted rights of others with respect to
any Intangibles which could have a Material Advetiect.

(ee) The Company maintainssiesy of internal accounting controls sufficienptovide reasonable assurance that (i) transaction:
are executed in accordance with management’s desrespecific authorizations, (ii) transactions egeorded as necessary to permit
preparation of financial statements in conformityhvgenerally accepted accounting principles adieghin the United States and to maintain
asset accountability, (iii) access to assets imjtgrd only in accordance with management’s gerarapecific authorization, and (iv) the
recorded accountability for assets is compared thighexisting assets at reasonable intervals apbppate action is taken with respect to any
differences.

(ff) The Company has establishad maintains disclosure controls and proceda®such term is defined in Rule 13a-14 and
15d-14 under the Exchange Act); such
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disclosure controls and procedures are designeddore that material information relating to thenany is made known to the Company’s
Chief Executive Officer and its Chief Financial {0#r, and such disclosure controls and proceduresféective to perform the functions for
which they were established; any significant matesieaknesses in internal controls have been iisthfior the Company’s Chief Executive
Officer and its Chief Financial Officer; and sirtbe date of the most recent evaluation of suchalisce controls and procedures, there have
been no significant changes in internal controllather factors that could significantly affentarnal controls.

(g9) The Company is insuredrsurers of recognized financial responsibility iagasuch losses and risks and in such amounts a:
are prudent and customary in the business in wihisfengaged. The Company has no reason to belatét will not be able to renew its
existing insurance coverage as and when such ageepgires or to obtain similar coverage from samihsurers as may be necessary to
continue its business at a cost that would not lzaMVaterial Adverse Effect.

(hh) The Company is not in atddn, and has not received notice of any violatigthh respect to, any applicable environmental,
safety or similar law applicable to the businesthefCompany. The Company has received all pertités)ses or other approvals required of
them under applicable federal and state occupdtiaiaty and health and environmental laws andlatigns to conduct its business, and the
Company is in compliance with all terms and cowdisi of any such permit, license or approval, exaegtsuch violation of law or regulation,
failure to receive required permits, licenses teeotapprovals or failure to comply with the termsl @onditions of such permits, licenses or
approvals which could not, singly or in the aggteghave a Material Adverse Effect.

(i) The Company has not inedrany liability for any finder’s fees or similaayments in connection with the transactions herein
contemplated, except as may otherwise exist witheaet to the Underwriters pursuant to this Agregmen

(i) There are no existing breiatened labor disputes with the employees o€trapany which are likely to have individually ot
the aggregate a Material Adverse Effect.

(kk) Neither the Company naorthie knowledge of the Company, any employee ontagfehe Company, has made any payme
funds of the Company or received or retained angd$un violation of any law, rule or regulationafra character required to be disclosed ir
Prospectus. No relationship, direct or indirectsexbetween or among the Company, on the one lzaadthe directors, officers and
stockholders of the Company, on the other handghvisi required by the Securities Act to be desdribehe Registration Statement and the
Prospectus that is not so described.

(I) The Company, since itsedaf inception, has been, and upon the sale dbkia@es will continue to be, organized and operated
in conformity with the requirements for qualificai and taxation as a “real estate investment t{astREIT ") under Sections 856 through ¢
of the Internal Revenue Code of 1986, as amendetihee regulations and published interpretatiorsathnder (collectively, the “ Codg for
all taxable years commencing with its taxable yerated December 31, 2007. The proposed method odtigreof the
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Company as described in the Prospectus will erthbl€ompany to continue to meet the requirememtgufalification and taxation as a REIT
under the Code, and no actions have been takarof{@aken which are required to be taken) whichld@ause such qualification to be lost.
The Company intends to continue to operate in an@awhich would permit it to qualify as a REIT undiee Code. The Company has no
intention of changing its operations or engagingadtivities which would cause it to fail to qualifgr make economically undesirable its
continued qualification, as a REIT.

(mm) The Company is not antkradiving effect to the offering and sale of tHea&es, will not be an “investment company” or an
entity “controlled” by an “investment company,” sisch terms are defined in the Investment ComparnyAt940, as amended (the “
Investment Company Adj.

(nn) No relationship, directiodirect, exists between or among the Companyherone hand, and the directors, officers,
stockholders or directors of the Company, on thewnhand, which is required by the rules of theM\o be described in the Registration
Statement and the Prospectus which is not so thestri

(0o0) The Company has not, diyear indirectly, including through any subsidiagxtended credit, arranged to extend credit, or
renewed any extension of credit, in the form okespnal loan, to or for any director or executifficer of the Company, or to or for any fanm
member or affiliate of any director or executivfiadr of the Company.

(pp) Neither the Company noy afthe subsidiaries nor, to the Company’s knog&dny employee or agent of the Company or
the subsidiaries has made any payment of fundseo€bmpany or the subsidiaries or received ormethany funds in violation of any law, r
or regulation, which payment, receipt or retentbbfunds is of a character required to be discldedtie Registration Statement or the
Prospectus.

(qg) The Company is in comptianvith all presently applicable provisions of Berbanes-Oxley Act of 2002 and the rules and
regulations promulgated thereunder (the “ Sarb&dey Act”) and is actively taking steps to ensure thatiit e in compliance with other
applicable provisions of the Sarbanes-Oxley Actruihe effectiveness of such provisions.

(rr) The Registration Statemismiot the subject of a pending proceeding or éxation under Section 8(d) or 8(e) of the Secws
Act, and the Company is not the subject of a pepgioceeding under Section 8A of the Securitiesidcbnnection with the offering of the
Shares.

4. Representations and Warranties of the ManagerThe Manager represents and warrants to each afrerwriters as of the
date hereof, the Applicable Time, as of the timpwfchase and, if applicable, at each additiona tof purchase that:

(a) The information regardihg tManager set forth under the headings “Prosp&uuosmary — Our Manager”, “Prospectus
Summary — Conflicts of Interest”, “Business — Ouamdger”, “Business — Conflicts of Interest”, “Busas — Resolutions of Potential Conflicts
of Interest and Allocation of Investment Opportigst, “Our Manager and the Management Agreementfie&s of Our Manager”, and “Our
Manager and the
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Management Agreement — Investment Committee” irPttuespectus (collectively, the “ Manager Packgde true and correct in all material
respects.

(b) The Manager has been doiyned and incorporated and is existing as a cotiporan good standing under the laws of the ¢
of Delaware, is duly qualified to do business anthigood standing as a foreign corporation in gaidiction in which its ownership or lease
of property or assets or the conduct of its busimeguires such qualification, except where thiefaito so qualify would not have a Material
Adverse Effect, and has full corporate power anti@ity necessary to own, hold, lease and/or opétaitassets and properties, to conduct the
business in which it is engaged and as describ#dteiProspectus and to enter into and perfornmbiigations under this Agreement and the
Management Agreement and to consummate the tramsacontemplated hereby, and the Company is irptiance in all material respects
with the laws, orders, rules, regulations and dives issued or administered by such jurisdictions.

(c) This Agreement and the $estions contemplated to be consummated by the géauia this Agreement and the Prospectus
have been duly and validly authorized by the Manage this Agreement has been duly and validly etextand delivered by the Manager.

(d) The Management Agreemesthleen duly authorized, executed and deliverethéymanager and constitutes a valid and
binding agreement of the Manager enforceable inm@emnce with its terms, except to the extent thédreement thereof may be limited by
bankruptcy, insolvency, reorganization or otherdaffecting enforcement of creditors’ rights ordsneral equitable principles.

(e) The Manager is not in blreaf; or in default under (nor has any event oaiwhich with notice, lapse of time, or both would
result in any breach of, or constitute a defautten, (i) its certificate of incorporation or bylawer (ii) any obligation, agreement, covenant or
condition contained in any contract, license, repase agreement, indenture, mortgage, deed of sk loan or credit agreement, note, lease
or other evidence of indebtedness, or any leasgram or other agreement or instrument to whiehNtanager is a party or by which it or any
of its assets or properties may be bound or affethe effect of which breach or default under st(ii) could have a Material Adverse Effect.
The execution, delivery and performance of thiselgnent and the consummation of the transactiorteicqtated hereby will not conflict
with, or result in any breach of or constitute éadé under (nor constitute any event which withic®, lapse of time, or both would result in
any breach of or constitute a default under),rfi) provision of the certificate of incorporationlwylaws of the Manager, (ii) any provision of
any contract, license, repurchase agreement, ingemortgage, deed of trust, bank loan or cregfé@ment, note, lease or other evidence of
indebtedness, or any lease, contract or other agneteor instrument to which the Manager is a partlgy which the Manager or any of its
assets or properties may be bound or affectecftaet of which could have a Material Adverse Effex (iii) under any federal, state, local or
foreign law, regulation or rule or any decree, judmt or order applicable to the Manager.

() (A) No filing with, or abbrization, approval, consent, license, order,stegfion, qualification or decree of, any court or
governmental authority or agency, domestic or fgre{B) no authorization, approval, vote or othengent of any stockholder or creditor of
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the Manager and (C) no waiver or consent undercanyract, license, repurchase agreement, indemhworgage, deed of trust, bank loan or
credit agreement, note, lease or other evidengalebtedness, or any lease, contract or other amgneteor instrument to which the Manager
party or by which the Manager or any of its assetgroperties may be bound or affected, and (Dautborization, approval, vote or other
consent of any other person or entity, is necessiargquired for the performance by the Managetsabbligations under this Agreement or the
Management Agreement and the transactions contégdptiaereby, in each case on the terms contempgtéue Prospectus, except such as
have been already obtained.

(g) The Manager has all neagskeenses, authorizations, consents and appr@aralshas made all necessary filings required L
any federal, state, local or foreign law, regulatiw rule, and has obtained all necessary peraithorizations, consents and approvals from
other Persons, in order to conduct its businesiesasribed in the Prospectus, except as such ad sotihave a Material Adverse Effect. The
Manager is not required by any applicable law taimbaccreditation or certification from any goverental agency or authority in order to
provide the products and services which it curgeptbvides or which it proposes to provide as eghfin the Prospectus except as such as
could not have a Material Adverse Effect. The Maerdg not in violation of, or in default under, asiych license, permit, authorization, con
or approval or any federal, state, local or fordagm, regulation or rule or any decree, order adigjuent applicable to the Manager, the effect of
which could have a Material Adverse Effect.

(h) There are no actions, sui@ms, investigations, inquiries or proceedipgading or, to the best of the Manager’s knowledge,
threatened to which the Manager or any of its eficor directors is a party or of which any ofpiteperties or other assets is subject at law
equity, or before or by any federal, state, loegboeign governmental or regulatory commissioraralp body, authority or agency which could
result in a judgment, decree or order having a NeltAdverse Effect.

(i) The Manager is not prohgitby the Investment Advisers Act of 1940, as aredndr the rules and regulations thereunder,
performing under the Management Agreement as cqitted by the Management Agreement and the Praspect

5. Certain Covenants of the Cgrany . The Company hereby covenants and agrees with éaboh bnderwriters that:

(a) The Company will furnistchunformation as may be required and otherwiskasibperate in qualifying the Shares for
offering and sale under the securities or bluelals of such jurisdictions (both domestic and fgngias Merrill Lynch may designate and to
maintain such qualifications in effect so long eguired for the distribution of the Shares, proditleat the Company shall not be required to
qualify as a foreign corporation or to consent® $ervice of process under the laws of any sutgsdjation (except service of process with
respect to the offering and sale of the Shares).démpany will promptly advise Merrill Lynch of tmeceipt by the Company of any
notification with respect to the suspension ofdhalification of the Shares for sale in any jurisidin or the initiation or threatening of any
proceeding for such purpose.
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(b) The Company will prepare frospectus in a form in compliance with Rule 4308 approved by the Underwriters and file
such Prospectus with the Commission pursuant te B2d(b) under the Securities Act not later tha®Q®@.M. (New York City time), on or
before the second Business Day following the dathis Agreement or on such other day as the gantiay mutually agree and to furnish
promptly (and with respect to the initial delivesf/such Prospectus, not later than 10:00 A.M. (Nek City time) on or before the second
Business Day following the date of this Agreemanbio such other day as the parties may mutuallgedgo the Underwriters copies of the
Prospectus (or of the Prospectus as amended oesuppted if the Company shall have made any amemnignoe supplements thereto after the
effective date of the Registration Statement) ichsguantities and at such locations as the Undemsrinay reasonably request for the purp
contemplated by the Securities Act, which the Peois and any amendments or supplements theretigsied to the Underwriters will be
identical to the version created to be transmittetthe Commission for filing via EDGAR, except fetextent permitted by Regulation S-T.

(c) The Company will advise MiLynch immediately, confirming such advice irriting, of (i) the receipt of any comments fr.
the Commission relating to any filing of the Compamder the Securities Act or the Exchange Actafily request by the Commission for
amendments or supplements to the RegistrationrBgateor the Prospectus or for additional informatidth respect thereto, (iii) the issuance
by the Commission of any stop order suspendingtfeetiveness of the Registration Statement omgfader preventing or suspending the
of any Preliminary Prospectus or the Prospectud any examination pursuant to Section 8(e) of3keurities Act concerning the Registration
Statement, (iv) the suspension of the qualificatibthe Shares for offering or sale in any jurisidie, (v) the initiation, threatening or
contemplation of any proceedings for any of suclppses and, if the Commission or any other govemat@gency or authority should issue
any such order, the Company will make every redsleneffort to obtain the lifting or removal of suolder as soon as possible. The Company
will advise Merrill Lynch promptly of any propostd amend or supplement the Registration StatenrehiedProspectus, and will furnish
Merrill Lynch with copies of any such documenteasonable amount of time prior to such proposewfibr use, as the case may be, and will
not file or use any such document to which Metnlhch or counsel for the Underwriters shall objecivriting. The Company has given
Merrill Lynch notice of any filings made pursuantthe Exchange Act within 48 hours prior to the Agable Time; the Company will give
Merrill Lynch notice of its intention to make anych filing from the Applicable Time to the time péirchase and, if applicable, each additional
time of purchase, and will furnish the Merrill Lymavith copies of any such documents a reasonabbteiatof time prior to such proposed
filing, as the case may be, and will not file oeasy such document to which the Merrill Lynch ouwsel for the Underwriters shall object in
writing.

(d) The Company will advise MieLynch promptly and, if requested by Merrill bgh, will confirm such advice in writing when
any post-effective amendment to the Registratiate®tent becomes effective under the Securities Act.

(e) The Company will furnishNeerrill Lynch and, upon request, to each of tHeeotUnderwriters for a period of five years from
the date of this Agreement (i) copies of any reportother communications which the Company slaltido its stockholders or shall from ti
to time publish or publicly disseminate, (ii) copief all annual, quarterly and current
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reports filed with the Commission on Forms 10-K;Q@&nd 8-K, or such other similar form as may bsigieated by the Commission, (iii)
copies of documents or reports filed with any naicsecurities exchange on which any class of gesiof the Company is listed, and

(iv) such other information as Merrill Lynch mayasmnably request regarding the Company, in eaeghasasoon as such communications,
documents or information become available.

(f) The Company will advise tdaderwriters promptly of the happening of any eévaerown to the Company within the time
during which a Prospectus relating to the Sharesgsired to be delivered under the Securitieswtdth would require the making of any
change in the Prospectus then being used so tn&rtspectus would not include an untrue stateofenaiterial fact or omit to state a material
fact required to be stated therein or necessanyatke the statements therein, in the light of theuohstances under which they were made, not
misleading, or if it is necessary at any time teeathor supplement the Prospectus to comply withlamy If within the time during which a
Prospectus relating to the Shares is required tebeered under the Securities Act any event siadur or condition shall exist which, in the
reasonable opinion of the Company, Merrill Lynchteogir respective counsel, would require the makihgny change in the Prospectus then
being used so that the Prospectus would not indmdentrue statement of material fact or omit &desa material fact required to be stated
therein or necessary to make the statements thémetme light of the circumstances under whichythwere made, not misleading, or if it is
necessary at any time to amend or supplement tigp®ctus to comply with any law, the Company witimpptly prepare and furnish to the
Underwriters copies of the proposed amendmentgplsment before filing any such amendment or supgte with the Commission and
thereafter promptly furnish, at the Company’s owpense, to the Underwriters and to dealers copiesc¢h quantities and at such locations as
Merrill Lynch may from time to time reasonably resti of an appropriate amendment to the Registr&iatement or supplement to the
Prospectus so that the Prospectus as so amendegpiemented will not, in the circumstances whes $b delivered, be misleading or so that
the Prospectus will comply with the law. If at aipe following issuance of an Issuer Free Writingdpectus there occurred or occurs an ¢
or development as a result of which such Issues Wéting Prospectus conflicted or would conflidgtiwvthe information contained in the
Registration Statement relating to the ShareseSthtutory Prospectus or any preliminary prospestincluded or would include an untrue
statement of a material fact or omitted or wouldtdmstate a material fact necessary in order afierthe statements therein, in the light of the
circumstances, prevailing at that subsequent timemisleading, the Company will promptly notify M# Lynch and will promptly amend or
supplement, at its own expense, such Issuer Fré@m@/Prospectus to eliminate or correct such donflintrue statement or omission.

(g9) The Company will make getlgravailable to its stockholders as soon as alke, and in the manner contemplated by Rule
158 of the Securities Act but in any event notri#b@an 15 months after the end of the Company’setitiffiscal quarter, an earnings statement
(which need not be audited) covering a 12-montiopdseginning after the date upon which the Progseis filed pursuant to Rule 424(b)
under the Securities Act that shall satisfy thevmions of Section 11(a) of the Securities Act &ule 158 thereunder and will advise the
Underwriters in writing when such statement haslbeade available.
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(h) The Company will furnishierrill Lynch a signed copy of the Registratiomt®ment, as initially filed with the Commission,
of any Rule 462(b) Registration Statement and lddrmkendments thereto (including all exhibits theyetnd such number of conformed copies
of the foregoing (other than exhibits) as Merrjlrich may reasonably request.

(i) The Company will apply thet proceeds from the sale of the Shares in thenemaset forth under the caption “Use of Proceeds”
in the Prospectus.

(i) The Company will furnish kéerrill Lynch, not less than two Business Daysdpefa filing with the Commission during the
period referred to in paragraph éfove, a copy of any document proposed to be fiileduant to Section 13, 14 or 15(d) of the Exchakgie
and during such period will file all such documeints manner and within the time periods requirgdhe Exchange Act.

(k) The Company will not sedffer, contract to sell, pledge, register, grant aption to purchase or otherwise dispose of, tiyec
or indirectly, any shares of capital stock, or aegurities convertible into, or exercisable, exgjeable or redeemable for shares of capital
stock, except for the sales to the Underwritersipant to this Agreement and except for issuanc&ouofmon Stock upon the exercise of
outstanding options, for a period of 180 days dfterdate hereof, without the prior written consaf¥errill Lynch. The foregoing sentence
shall not apply to (i) the Shares to be sold hedeuyn(ii) any shares of Common Stock issued byGbmpany upon the exercise of an option
outstanding on the date hereof and referred tharProspectus, (iii) any shares of Common Stodk splthe Company pursuant to the Stock
Purchase Agreement, (iv) the grant of restrictedlsbr other awards pursuant to the Company’s Edndentive Plan or issuances pursuant to
the exercise of employee stock options or otherdsyar (v) any shares of Common Stock sold byGbmpany pursuant to any dividend
reinvestment and share purchase plan adopted lydimpany. Notwithstanding the foregoing, if (1) idarthe last 17 days of the 180-day
restricted period the Company issues an earningase or material news or a material event reldbrtge Company occurs or (2) prior to the
expiration of the 18@lay restricted period, the Company announces thall irelease earnings results or becomes awaenttaterial news or
material event will occur during the 16-day perimhinning on the last day of the 180-day restrigteidod, the restrictions imposed in this
paragraph (k) shall continue to apply until theieagon of the 18day period beginning on the issuance of the easmielgase or the occurrer
of the material news or material event.

() The Company will use itssbefforts to cause Annaly, each of the Companffisers and directors, the persons who will
become the Company’s directors and certain mendfdéhe senior management of Annaly to furnish taifideynch, prior to the time of
purchase, a letter or letters, substantially infthen of Exhibit Chereto, pursuant to which each such person shakagubject to certain
exceptions set forth therein, not to sell, offemiract to sell, pledge, grant any option to pusehar otherwise dispose of, directly or indirectly,
any shares of capital stock, or any securities edible into, or exercisable, exchangeable or reddxe for shares of capital stock of the
Company for a period of 180 days after the datedfewithout the prior written consent of Merriliyhch.
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(m) The Company will use itsbefforts to cause the Shares to be listed oN¥®E and to maintain such listing and to file with
the NYSE all documents and notices required byNM&E of companies that have securities that atedisn the NYSE.

(n) The Company will maintaimdskeep accurate books and records reflecting #ssiets and maintain internal accounting
controls which provide reasonable assurance thaafisactions are executed in accordance with geanant’s authorization, (ii) transactions
are recorded as necessary to permit the prepa@titre Company’s financial statements and to na&irhccountability for the assets of the
Company, (iii) access to the assets of the Comapgrmitted only in accordance with managementtharization and (iv) the recorded
accounts of the assets of the Company are compatieexisting assets at reasonable intervals.

(o) The Company will engage amaintain, at its expense, a registrar and trarzgfent for the Shares.

(p) The Company will pay allpexses, fees and taxes (other than any fees andasksnents of counsel for the Underwriters,
except as set forth under Sectiohefeof or (iii) or (v) below) in connection with) the preparation and filing of the Registratioat8inent,
each Preliminary Prospectus, the Prospectus, amyifeed Free Writing Prospectus and any amendnargspplements thereto, and the
printing and furnishing of copies of each therenttte Underwriters and to dealers (including co$tsailing and shipment), (ii) the issuance,
sale and delivery of the Shares by the Companyl{g word processing and/or printing of this Agmeent, any Agreement among the
Underwriters, any dealer agreements, and the reptiath and/or printing and furnishing of copieseaich thereof to the Underwriters and to
dealers (including costs of mailing and shipme(it),the costs and expenses of the Company rel&imgvestor presentations on any “road
show” undertaken in connection with the marketifithe Shares, including without limitation, expesisessociated with the production of road
show slides and graphics, fees and expenses afarspltants engaged in connection with the roasvgiresentations, travel and lodging
expenses of the representatives and officers dftdmpany and any such consultants, and the castav&ft and other transportation chartered
in connection with the road show, except that tuging, airfare (except if the Company chartersght in which case employees of the
Underwriters ride on such charter without charge} incidental expenses of employees of the Undenarshall be the responsibility of the
Underwriters, (v) the qualification of the Shares dffering and sale under state laws and the aétation of their eligibility for investment
under state law as aforesaid (including the legas fand filing fees and other disbursements ofsaun the Underwriters) and the preparation,
printing and furnishing of copies of any blue skyeys or legal investment surveys to the Undeansiaind to dealers, (vi) any listing of the
Shares on the NYSE and any registration thereoéutige Exchange Act, (vii) the filing, if any, foeview of the public offering of the Shares
by the FINRA, (viii) the performance of the Compangther obligations hereunder, and (ix) the casis expenses (including without
limitation any damages or other amounts payab&®imection with legal or contractual liability) asgted with the reforming of any contracts
for sale of the Shares made by the Underwritersexhby a breach of the representation contain#ukifirst paragraph of Section 3(c)
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(q) The Company will not (ik& directly or indirectly, prior to termination tfe underwriting syndicate contemplated by this
Agreement, any action designed to stabilize or putlate the price of any security of the Companywbich may cause or result in, or which
might in the future reasonably be expected to causesult in, the stabilization or manipulationtioé price of any security of the Company, to
facilitate the sale or resale of any of the Shaigssell, bid for, purchase or pay any Persoméotthan as contemplated by the provisions
hereof) any compensation for soliciting purchadetb® Shares, or (iii) pay or agree to pay to aagsBn any compensation for soliciting any
order to purchase any other securities of the Compa

(r) The Company will not investfutures contracts, options on futures contractgptions on commodities unless the Company is
exempt from the registration requirements of then@wdity Exchange Act, as amended, or otherwise demwith the Commaodity Exchange
Act, as amended. In addition, the Company will@gage in any activities which might be subjedchtoCommodity Exchange Act, as
amended, unless such activities are exempt frotmAttizor otherwise comply with that Act or with applicable no-action letter to the
Company from the Commaodities Futures Trading Corsiois

(s) The Company will comply kvall of the provisions of any undertakings in Registration Statement.

(t) The Company has been omgahaind operated in conformity with the requireradot qualification and taxation of the
Company as a REIT under the Code, and the Compangpsed methods of operation will enable the Camgio continue to meet the
requirements for qualification and taxation as dTRihder the Code for subsequent taxable years.

(u) The Company will not bebmcome, at any time prior to the expiration of ¢hyears after the date of the Agreement, an
“investment company,” as such term is defined &nltivestment Company Act.

(v) The Company has retainedlAlscountants as its qualified accountants andftpdtax experts (i) to test procedures and
conduct annual compliance reviews designed to ihirter compliance with the REIT provisions of the @ahd the Company’s exempt status
under the Investment Company Act and (ii) to othisevassist the Company in monitoring appropriat®asting systems and procedures
designed to determine compliance with the REIT sions of the Code and the Company’s exempt statdsr the Investment Company Act.

(w) The Company will comply Wwiall requirements imposed upon it by the Securifiet and the Exchange Act as from time to
time in force, so far as necessary to permit theicoance of sales of, or dealings in, the Shaseatemplated by the provisions hereof and
the Prospectus.

(X) The Company will maintaimcé controls and other procedures, including, witHimitation, those required by Sections 302
and 906 of the Sarbanes-Oxley Act, and the apgkaagulations thereunder that are designed torerikat information required to be
disclosed by the Company in the reports thatesfibr submits under the Exchange Act is
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recorded, processed, summarized and reported ywvfthitime periods specified in the Commissionleswand forms, including, without
limitation, controls and procedures designed tausnthat information required to be disclosed By @ompany in the reports that it files or
submits under the Exchange Act is accumulated andranicated to the Company’s management, incluiténchief executive officer and
chief financial officer, or persons performing diamifunctions, as appropriate to allow timely dewis regarding required disclosure and to
ensure that material information relating to therany is made known to them by others within thergiities, particularly during the period in
which such periodic reports are being prepared.

(y) The Company will comply Wiall effective applicable provisions of the Sarbsu®©xley Act.

(z) The Company representsagrées that, unless it obtains the prior conseMesfill Lynch, and each Underwriter represents
and agrees that, unless it obtains the prior carefehe Company and Merrill Lynch, it has not maahel will not make any offer relating to the
Shares that would constitute an “issuer free wgipnospectus,” as defined in Rule 433, or that atherwise constitute a “free writing
prospectus,” as defined in Rule 405, required téiled with the Commission or, in the case of trer@any, whether or not required to be filed
with the Commission; provided, however, that ptmthe preparation of the Prospectus in accordaiitteSection 5(b), the Underwriters are
authorized to use the information with respechiofinal terms of the Shares in communications egimg information relating to the offering
to investors. Any such free writing prospectus emted to by the Company and Merrill Lynch is heaéier referred to as a “ Permitted Free
Writing Prospectus’ The Company represents that it has treated mesghat it will treat each Permitted Free Writtrgspectus as an “issuer
free writing prospectus,” as defined in Rule 438] Aas complied and will comply with the requirentsesf Rule 433 applicable to any
Permitted Free Writing Prospectus, including timfillpg with the Commission where required, legemgland record keeping. The Company
further represents that the CNBC interview with Miel Farrell that occurred on October 25, 2007Iiing any posting thereof on an Internet
Web site) does not constitute an “issuer free mgipprospectus,” as defined in Rule 433, or a “fweieing prospectus,” as defined in Rule 405.

6. Certain Covenants of the Mager . The Manager covenants with each Underwriter ant thié Company that, during the
period when the Prospectus is required to be delivander the Securities Act or the Exchange Ashall notify you and the Company of the
occurrence of any material events respecting iigiies, affairs or condition, financial or otheise, and the Manager will forthwith supply
such information to the Company as shall be necg&sahe opinion of Counsel to the Company andUheerwriters for the Company to
prepare any necessary amendment or supplemerd Rralspectus so that, as so amended or supplem#redRrospectus will not contain an
untrue statement of a material fact or omit toestatnaterial fact necessary in order to make titersients therein, in the light of the
circumstances existing at the time it is deliveti@d purchaser, not misleading.

7. Reimbursement of Underwritar Expenses If the Shares are not delivered for any reasonrdtfen the termination of this
Agreement pursuant to the default by one or moteetnderwriters in its or their respective obligas hereunder, the Company
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shall, in addition to paying the amounts descrilme8ection 5(phereof, reimburse the Underwriters for all of thait-of-pocket expenses,
including the fees and disbursements of their celuns

8. Conditions Of UnderwritersObligations . The several obligations of the Underwriters hereursdte subject to the accuracy of
the representations and warranties on the pahteo€ompany and the Manager on the date heredfe &pplicable Time and at the time of
purchase (and the several obligations of the Undtems at each additional time of purchase areesthip the accuracy of the representations
and warranties on the part of the Company and thedder on the date hereof, at the Applicable Tintea the time of purchase (unless
previously waived) and at each additional time wfchase, as the case may be), the performancelyampany and the Manager of its
obligations hereunder and to the following addidbconditions precedent:

(a) The Company and the Manageil furnish to Merrill Lynch at the time of pirase and at each additional time of purchase, as
the case may be, opinions of Kirkpatrick & Lockhareston Gates Ellis LLP and McKee Nelson LLP, eamimsel for the Company and the
Manager, addressed to the Underwriters, and dagtime of purchase or each additional time of pase, as the case may be, with reprod
copies for each of the other Underwriters and imfsatisfactory to Fried, Frank, Harris, Shrived&obson LLP, counsel for the Underwrit
substantially in the form of Exhibit And_Exhibit B, respectively attached hereto.

(b) Merrill Lynch shall havecedved from the Accountants, letters dated, resgelgt the date of this Agreement and the time of
purchase and each additional time of purchasdieasase may be, and addressed to the Underwritghsréproduced copies for each of the
Underwriters) in the forms heretofore approved bgrivl Lynch relating to the financial statemeritg;luding any pro forma financial
statements of the Company and such other mattsteroarily covered by comfort letters issued in ation with a registered public offering.

In the event that the letteferred to above set forth any such changes, dezsea increases, it shall be a further conditiotié
obligations of the Underwriters that (i) such ledtehall be accompanied by a written explanatioth@fCompany as to the significance thereof,
unless Merrill Lynch deem such explanation unneargssind (ii) such changes, decreases or increfmseet, in the sole judgment of Merrill
Lynch, make it impractical or inadvisable to progegth the purchase and delivery of the Shareoatemplated by the Registration Statement
and the Prospectus.

(c) Merrill Lynch shall haveceived at the time of purchase and at each additione of purchase, as the case may be, the
favorable opinion of Fried, Frank, Harris, Shrigedacobson LLP, counsel for the Underwriters, dakedtime of purchase or each additional
time of purchase, as the case may be.

(d) No amendment or supplenterthe Registration Statement or the Prospectissoer Free Writing Prospectus shall be filed to
which the Underwriters object in writing.
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(e) Prior to the time of purskhar each additional time of purchase, as thermagebe, (i) no stop order with respect to the
effectiveness of the Registration Statement stealetbeen issued under the Securities Act or pringechitiated under Section 8(d) or 8(e) of
the Securities Act; (ii) the Registration Statemeanty Rule 462(b) Registration Statement and adiradments thereto, or modifications thereof,
if any, shall not contain an untrue statement wfaderial fact or omit to state a material fact ieelito be stated therein or necessary to make
the statements therein not misleading; and (ié)Pnospectus and all amendments or supplemenetdher modifications thereof, if any, and
the General Disclosure Package shall not contaimémnie statement of a material fact or omit téestamaterial fact required to be stated
therein or necessary to make the statements thémetme light of the circumstances under whictythee made, not misleading.

(f) All filings with the Comms$on required by Rule 424 under the Securitiestdd¢tave been filed by the time of purchase or eact
additional time of purchase, as the case may Iz, lstive been made within the applicable time gkprescribed for such filing by Rule 424
(without reliance on Rule 424(b)(8)). A prospeatostaining the Rule 430A information shall haverbéked with the Commission in
accordance with Rule 424(b) (or a post effectivemadment providing such information shall have biled and declared effective in
accordance with the requirements of Rule 430A).

(g) Between the time of exeantof this Agreement and the time of purchase oh @aditional time of purchase, as the case may
be, (i) no material and unfavorable change, finalnmi otherwise (other than as referred to in thgiRration Statement, and the Prospectus anc
the General Disclosure Package, in each caseths éfpplicable Time), in the business, conditioet, worth or prospects of the Company s
occur or become known and (ii) no transaction wiigcmaterial and unfavorable to the Company shalkerbeen entered into by the Company.

(h) The Company will, at theé of purchase or each additional time of purchaséhe case may be, deliver to Merrill Lynch a
certificate of two of its executive officers to teffect that the representations and warrantiegeeCompany as set forth in this Agreement are
true and correct as of each such date, that thep@oynshall perform such of its obligations undés thgreement as are to be performed at or
before the time of purchase and at or before eddhianal time of purchase, as the case may beftaidhe conditions set forth in paragraphs
(e) and_(g)of this Section $ave been met.

(i) The Manager will, at theng of purchase or each additional time of purchasé¢he case may be, deliver to Merrill Lynch a
certificate of two of its executive officers to te#fect that the representations and warrantige@Manager as set forth in this Agreement are
true and correct as of each such date, that theaytarshall perform such of its obligations undés Agreement as are to be performed at or
before the time of purchase and at or before eddhianal time of purchase, as the case may be.

(i) The Company shall have fsihed to Merrill Lynch such other documents andifieates as to the accuracy and completeness
of any statement in the Registration Statementtla@dProspectus as of the time of purchase andaitional time of purchase, as the case
may be, as Merrill Lynch may reasonably request.
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(k) The Shares shall have beggproved for listing on the NYSE, subject only tiice of issuance at or prior to the time of
purchase or each additional time of purchase,easdbe may be.

() The FINRA shall not havesed any objection with respect to the fairnessraadonableness of the underwriting terms and
arrangements.

(m) Merrill Lynch shall havecesved lock-up agreements from the Company, Anredigh of the Company’s officers and
directors, the persons who will become the Compadirectors and certain members of the senior meanagt of Annaly upon the
consummation of the transactions contemplated genelthe form of Exhibit Gattached hereto, and such letter agreements shadlflll force
and effect.

(n) Between the time of exeantof this Agreement and the time of purchase oh @aditional time of purchase, as the case may
be, there shall not have occurred any downgradiogshall any notice or announcement have beemgivenade of (i) any intended or
potential downgrading or (ii) any review or possibhange that does not indicate an improvemetieimating accorded any securities of or
guaranteed by the Company by any “nationally recghstatistical rating organization,” as that tesndefined under Section 3(a)(62) of the
Exchange Act.

9. Termination The obligations of the several Underwriters hereursthall be subject to termination in the absotligeretion of
Merrill Lynch, at any time prior to the time of plvase or, if applicable, each additional time atchase, (i) if any of the conditions specifiet
Section 8hall not have been fulfilled when and as requingdhis Agreement to be fulfilled, (i) if any maial adverse and unfavorable cha
occurs (financial or otherwise), or any developnienblving a material adverse and unfavorable ckawzrurs (financial or otherwise) (in e:
case, other than as disclosed in the Registratiaei@ent, the General Disclosure Package, andrtispéctus as of the Applicable Time
(exclusive of any supplement thereto)), in the apens, business, net worth, condition or prospettae Company or the Manager, or a
material change in management of the Company dviiieager occurs, whether or not arising in ther@di course of business, which would,
in the sole judgment of Merrill Lynch, make it ingaticable to market the Shares, (iii) if (a) theitga States shall have declared war in
accordance with its constitutional processes aethas occurred an outbreak or escalation of ft@sibr other national or international
calamity or crisis or change or development in eooie, political or other conditions the effect ofiieh on, or (b) any material adverse change
in the financial markets of the United States erititernational financial markets is such as to enigkin the sole judgment of Merrill Lynch,
impracticable or inadvisable to market the Sharemnforce contracts for the sale of the Share}jf(tvading in any securities of the Company
has been suspended or materially limited by the @izsion or by the NYSE, or if trading generallythe NYSE, American Stock Exchange
in the Nasdag National Market has been suspendat@rially limited, (including an automatic halttimding pursuant to market-decline
triggers other than those in which solely prograaling is temporarily halted), or limitations onmamimum prices for trading (other than
limitations on hours or numbers of days of tradisigall have been fixed, or maximum ranges for grioe securities have been required, by
such exchange or the FINRA or Nasdaq or by ordéhe@fCommission or any other governmental authofiyif a banking moratorium shall
have been declared by New
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York or United States authorities or a materiatwjision has occurred in commercial banking or séiesrsettlement or clearance services ir
United States, (vi) if there shall have occurreg downgrading, or any notice or announcement steale been given or made of (a) any
intended or potential downgrading or (b) any reva@vwpossible change that does not indicate an iwgmnent, in the rating accorded any
securities of or guaranteed by the Company by aayidnally recognized statistical rating organiaaft as that term is defined under Section 3
(a)(62) of the Exchange Act, (vii) if any federalstate statute, regulation, rule or order of amyrtor other governmental authority has been
enacted, published, decreed or otherwise promugakech, in the reasonable opinion of Merrill Lynchaterially adversely affects or will
materially adversely affect the business or openatiof the Company, or (viii) if any action has béaken by any federal, state or local
government or agency in respect of its monetaffisoal affairs which, in the reasonable opiniorM#rrill Lynch, has a material adverse effect
on the securities markets in the United States.

If Merrill Lynch elects to temate this Agreement as provided in this Sectigrii@ Company and each other Underwriter shall be
notified promptly by telephone, which shall be ppity confirmed by facsimile.

If the sale to the Underwritefgdhe Shares, as contemplated by this Agreeneengt carried out by the Underwriters for any
reason permitted under this Agreement or if suéh isanot carried out because the Company shalhlable to comply with any of the terms of
this Agreement, the Company shall not be underaduigation or liability under this Agreement (extép the extent provided in Sectionss3,
(p), 7, 11and 12hereof), and the Underwriters shall be under n@abbn or liability to the Company under this Agreent (except to the
extent provided in Sections hhd_12hereof) or to one another hereunder.

10. Increase in UnderwritetsCommitments . If any Underwriter shall default in its obligatiemder this Agreement to take up
and pay for the Shares to be purchased by it uhé'eAgreement (otherwise than for reasons sufiicie justify the termination of this
Agreement under the provisions of Sectiome®eof), Merrill Lynch shall have the right, with@6 hours after such default, to make
arrangements for one or more of the non-defaultingerwriters, or any other underwriters, to purehal but not less than all, of the Shares
which such Underwriter shall have agreed but fatitethke up and pay for (the “ Defaulted Shd)esbsent the completion of such
arrangements within such 36 hour period, (i) if il number of Defaulted Shares does not excéa df the total number of Shares to be
purchased at the time of purchase or each additione of purchase, as the case may be, eactdefalting Underwriter shall take up and |
for (in addition to the number of Shares whiclsibtherwise obligated to purchase on such dateipotso this Agreement) the number of
Shares agreed to be purchased by all such defgltiderwriters in such amount or amounts as Médryitich may designate with the consent
of each Underwriter so designated or, in the emerguch designation is made, such Shares shalkee tip and paid for by all non-defaulting
Underwriters pro rata in proportion to the aggregaimber of Firm Shares set opposite the namascbfrson-defaulting Underwriters in
Schedule A and (ii) if the total number of Defaulted Shaexseeds 10% of such total number of Shares to hased at the time of purchi
or each additional time of purchase, as the casebmaand if neither the non-defaulting Underwstaor the Company shall make
arrangements within the five Business Day periothfthe date of default for the purchase of sucrabledd Shares, Merrill Lynch may
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terminate this Agreement by notice to the Comparithout liability of any party to any other partyaept that the provisions of Sectic®$
(p), 7, 11and 12shall at all times be effective and shall surviuetstermination. Nothing in this paragraph, andhotion taken hereunder,
shall relieve any defaulting Underwriter from liityi in respect of any default of such Underwriterder this Agreement.

Without relieving any defautiiinderwriter from its obligations hereunder, trenfpany agrees with the non-defaulting
Underwriters that they will not sell any Shareseugrder unless all of the Shares are purchasedebynderwriters (or by substituted
Underwriters selected by Merrill Lynch with the appal of the Company or selected by the Compank Wiérrill Lynch’ approval).

If a new Underwriter or Undeitgrs are substituted for a defaulting UnderwrdelJnderwriters in accordance with the foregoing
provisions, the Company or Merrill Lynch shall hate right to postpone the time of purchase or eaitfitional time of purchase, as the case
may be, for a period not exceeding seven Businegs Pom the date of substitution in order that aagessary changes in the Registration
Statement and the Prospectus and other documepitbereffected.

The term Underwriter as usethia Agreement shall refer to and include any Uwnaliger substituted under this Sectionith
like effect as if such substituted Underwriter toaigjinally been named in Schedule A

11. Indemnification

(a) Indemnification of Underteris by the CompanyThe Company agrees to indemnify and hold harnites&)nderwriters, their
affiliates, as such term is defined in Rule 501(jler the Securities Act (each, an “ Affilid)eand the person, if any, who controls each
Underwriter within the meaning of Section 15 of Becurities Act or Section 20 of the Exchange Actodiows:

(i) against any and all logability, claim, damage and expense whatsoevein@sred, arising out of any untrue statement or
alleged untrue statement of a material fact corthin the Registration Statement (or any amendihentto), including the Rule 430A
Information, or the omission or alleged omissioardfrom of a material fact required to be stateddim or necessary to make the statements
therein not misleading or arising out of any untstetement or alleged untrue statement of a mafadacontained in any preliminary
prospectus, any Issuer Free Writing Prospectusitimaly third quarter 2007 earnings conferencelualli on Tuesday, October 30, 2007 at
10:00 a.m. EST and any matters that arise in cdiumetherewith or the Prospectus (or any amendrestpplement thereto), or the omission
or alleged omission therefrom of a material factassary in order to make the statements therethgitight of the circumstances under which
they were made, not misleading;

(i) against any and all lokability, claim, damage and expense whatsoevein@sred, to the extent of the aggregate amouiadt pa
in settlement of any litigation, or any investigatior proceeding by any governmental agency or boolymenced or threatened, or

25




of any claim whatsoever based upon any such ustediement or omission, or any such alleged untateraent or omission; provided that
(subject to Section 1Relow) any such settlement is effected with thetemi consent of the Company; and

(iii) against any and all experwhatsoever, as incurred (including the feesdisislirsements of counsel chosen by Merrill Lynch),
reasonably incurred in investigating, preparinglefiending against any litigation, or any invesiigiaior proceeding by any governmental
agency or body, commenced or threatened, or aim gihatsoever based upon any such untrue statesnemission, or any such alleged
untrue statement or omission, to the extent thatsach expense is not paid under (i) or (ii) above;

provided, however, that this indemnity agreement shall not applgng loss, liability, claim, damage or expense ®dRtent arising out of al
untrue statement or omission or alleged untrueistant or omission made in reliance upon and inaramty with written information
furnished to the Company by any Underwriter throtgrrill Lynch expressly for use in the RegistratiBtatement (or any amendment
thereto), including the Rule 430A Information oy greliminary prospectus, any Issuer Free WritingsPectus or the Prospectus (or any
amendment or supplement thereto).

(b) Indemnification of Undervetis by the ManagerThe Manager agrees to indemnify and hold harmtesg&Jnderwriters, their
Affiliates and the person, if any, who controls e&mderwriter within the meaning of Section 15ué Securities Act or Section 20 of the
Exchange Act to the extent and in the manner s#t fo clauses (a)(i), (ii) and (iii) above; proeid, however, that in the case of the Manager
this indemnity agreement shall only apply to argsldiability, claim, damage or expense if sucls Jdigbility, claim, damage or expense arises
out of any untrue statement or omission or allag@due statement or omission made in reliance @pahin conformity with the Manager
Package.

(c) Indemnification of Compamanager, Directors and Officer&ach Underwriter severally agrees to indemnify hald
harmless the Company and the Manager, and eabkiofdirectors and each of the Company’s officeln® wigned the Registration Statement,
and each person, if any, who controls either then@my or the Manager within the meaning of Sectibof the Securities Act or Section 2(
the Exchange Act against any and all loss, lighititaim, damage and expense described in the inifgcontained in subsection (a) of this
Section, as incurred, but only with respect to umistatements or omissions, or alleged untruenséatis or omissions, made in the Registration
Statement (or any amendment thereto), includinditle 430A Information or any preliminary prospestany Issuer Free Writing Prospectus
or the Prospectus (or any amendment or supplernergtb) in reliance upon and in conformity with ttemn information furnished to the
Company by such Underwriter through Merrill Lynckpeessly for use therein.

(d) Actions against Partiestification . Each indemnified party shall give notice as prdynas reasonably practicable to each
indemnifying party of any action commenced agaiinist respect of which indemnity may be sought eder, but failure to so notify an
indemnifying party shall not relieve such indemirify party from any liability hereunder to the extéris not materially prejudiced as a result
thereof and in any event shall not relieve it frany liability which it may have otherwise than arcaunt of this indemnity
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agreement. In the case of parties indemnified faunsto Sections 11(&nd 11(b)above, counsel to the indemnified parties shaliddected by
Merrill Lynch, and, in the case of parties inderedfpursuant to Section 11@pove, counsel to the indemnified parties shaiddected by the
Company. An indemnifying party may participatetatawn expense in the defense of any such actioriged, however, that counsel to the
indemnifying party shall not (except with the cantsef the indemnified party) also be counsel toitfttemnified party. In no event shall the
indemnifying parties be liable for fees and expsrsfemore than one counsel (in addition to anyllooansel) separate from their own counsel
for all indemnified parties in connection with aoiye action or separate but similar or related astin the same jurisdiction arising out of the
same general allegations or circumstances. No indgimg party shall, without the prior written coerst of the indemnified parties, settle or
compromise or consent to the entry of any judgnaétiit respect to any litigation, or any investigatior proceeding by any governmental
agency or body, commenced or threatened, or any elaatsoever in respect of which indemnificatiorcontribution could be sought under
this Section 1Dbr Section 1hereof (whether or not the indemnified partiesauteial or potential parties thereto), unless settiesnent,
compromise or consent (i) includes an unconditioekdase of each indemnified party from all liggirising out of such litigation,
investigation, proceeding or claim and (ii) doesinolude a statement as to or an admission of,faulpability or a failure to act by or on
behalf of any indemnified party.

(e) Settlement without Consémailure to Reimburself at any time an indemnified party shall havguested an indemnifying
party to reimburse the indemnified party for fead axpenses of counsel, such indemnifying partgegythat it shall be liable for any
settlement of the nature contemplated by Sectiga)fil) effected without its written consent if (i) suchtiament is entered into more than 45
days after receipt by such indemnifying party @& #ioresaid request, (ii) such indemnifying pahslshave received notice of the terms of
such settlement at least 30 days prior to suckesetht being entered into and (iii) such indemmifyparty shall not have reimbursed such
indemnified party in accordance with such request po the date of such settlement.

12. Contribution If the indemnification provided for in Section héreof is for any reason unavailable to or insigfitto hold
harmless an indemnified party in respect of angdasliabilities, claims, damages or expensesrexfdo therein, then each indemnifying party
shall contribute to the aggregate amount of susbds, liabilities, claims, damages and expensesrgtt by such indemnified party, as
incurred, (i) in such proportion as is appropri@teeflect the relative benefits received by thenpany on the one hand and the Underwrite
the other hand from the offering of the Sharesymmsto this Agreement or (i) if the allocatioropided by clause (i) is not permitted by
applicable law, in such proportion as is approprtatreflect not only the relative benefits refdrte in clause (i) above but also the relative
fault of the Company on the one hand and of theddmdters on the other hand in connection withstetements or omissions which resulted
in such losses, liabilities, claims, damages oeesps, as well as any other relevant equitablddemagions.

The relative benefits received by the @any on the one hand and the Underwriters on ther dtand in connection with the offering of
the Shares pursuant to this Agreement shall be eéé¢mbe in the same respective proportions abl¢héroceeds from the offering of the
Shares pursuant to this Agreement (before deduetipgnses) received by the Company,
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relative to the total compensation received bylhderwriters from the sale of Shares on behalhefWnderwriters.

The relative fault of the Company on ¢ime hand and the Underwriters on the other hantitshdetermined by reference to, among
other things, whether any such untrue or allegeduerstatement of a material fact or omission lagald omission to state a material fact re
to information supplied by the Company, the Managdry the Underwriters and the parties’ relativeent, knowledge, access to information
and opportunity to correct or prevent such statéroenmission.

The Company and the Underwriters agraeitiwould not be just and equitable if contrilatipursuant to this Section h#&re
determined by pro rata allocation (even if the Umdiers were treated as one entity for such pwupos by any other method of allocation
which does not take account of the equitable cemattbns referred to above in this Section The aggregate amount of losses, liabilities,
claims, damages and expenses incurred by an inflechparty and referred to above in this Sectiorsii2ll be deemed to include any legal or
other expenses reasonably incurred by such indedrphrty in investigating, preparing or defendatinst any litigation, or any investigati
or proceeding by any governmental agency or booipeenced or threatened, or any claim whatsoevedbason any such untrue or alleged
untrue statement or omission or alleged omission.

Notwithstanding the provisions of thisen 12, the Underwriters shall not be required to comtigbany amount in excess of the
amount by which the total price at which the Shamederwritten by it and distributed to the publiere offered to the public exceeds the
amount of any damages which such Underwriter haesratse been required to pay by reason of any sotilue or alleged untrue statement or
omission or alleged omission.

No person guilty of fraudulent misrepmsgion (within the meaning of Section 11(f) of thecurities Act) shall be entitled to
contribution from any Person who was not guiltyso€h fraudulent misrepresentation.

For purposes of this Section,1Be person, if any, who controls any Underwntéhin the meaning of Section 15 of the Securifes
or Section 20 of the Exchange Act and the UndeensitAffiliates shall have the same rights to cidmttion as such Underwriter, and each
director of the Company, each officer of the Compaho signed the Registration Statement, the Manage each person, if any, who cont
the Company within the meaning of Section 15 of3keeurities Act or Section 20 of the Exchange Aetllshave the same rights to contribut
as the Company.

13. NoticesExcept as otherwise herein provided, all statemeetgiests, notices and agreements shall be imwot by telegrar
and, if to the Underwriters, shall be sufficientilhrespects if delivered or sent to Merrill Lyn&hCo., 4 World Financial Center, New York,
New York 10080, Attention: Lee Shavel, with a cdpyinformation purposes to Valerie Ford Jacob,.Bdd-ried, Frank, Harris, Shriver
Jacobson LLP, One New York Plaza, New York, Newkyt®004 and if to the Company or the Manager, diambBufficient in all respects if
delivered or sent to them at 1211 Avenue of the Aeas, Suite 2902, New York, New York 10036, Attent R. Nicholas Singh, Esq. with a
copy for information purposes to
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Phillip Kardis, Esq. at Kirkpatrick & Lockhart Ptes Gates Ellis LLP, 1601 K Street NW, WashingtorC. 20006.

14. Governing Law; ConstructionThis Agreement and any claim, counterclaim or dispf any kind or nature whatsoever
arising out of or in any way relating to this Agneent (a “ Claim"), directly or indirectly, shall be governed byidaconstrued in accordance
with, the laws of the State of New York. The Settieadings in this Agreement have been insertadnaatter of convenience of reference and
are not a part of this Agreement.

15. Submission to JurisdictionExcept as set forth below, no Claim may be commenmesecuted or continued in any court
other than the courts of the State of New Yorkfedan the City and County of New York or in theitéd States District Court for the
Southern District of New York, which courts shadive jurisdiction over the adjudication of such et and each of the Company and the
Manager consents to the non-exclusive jurisdictibsuch courts and personal service with respeeeth. Each of the Company and the
Manager hereby consents to personal jurisdictierjiee and venue in any court in which any Claiisiag out of or in any way relating to this
Agreement is brought by any third party againstifldtynch or any indemnified party. Each of Mehiilynch, the Manager and the Company
(on its behalf and, to the extent permitted by iaple law, on behalf of its stockholders and effds) waives all right to trial by jury in any
action, proceeding or counterclaim (whether bagehicontract, tort or otherwise) in any way arising of or relating to this Agreement. Ez
of the Company and the Manager agrees that ajidgment in any such action, proceeding or coutdamncbrought in any such court shall be
conclusive and binding upon the Company or the Idaneas the case may be, and may be enforced iathay courts in the jurisdiction of
which the Company or the Manager, as the case mag bor may be subject, by suit upon such judgment

16. Parties At InterestThe Agreement herein set forth has been and is s@ldly for the benefit of the Underwriters, the
Company, the Manager and to the extent provide&kition 1land_12hereof the controlling Persons, directors and effaeferred to in such
Section, and their respective successors, asgigirs, pursuant representatives and executorsdmahsstrators. No other Person, partnership,
association or corporation (including a purchaasrsuch purchaser, from any of the Underwritera)l slcquire or have any right under or by
virtue of this Agreement.

17. No Advisory or Fiduciary Rationship . The Company acknowledges and agrees that (gutfthase and sale of the Shares
pursuant to this Agreement, including the determidmeaof the public offering price of the Shares amy related discounts and commissions, is
an arm’s-length commercial transaction betweerCiiapany, on the one hand, and the several Undergjribn the other hand, (b) in
connection with the offering contemplated herebg e process leading to such transaction eachrdmitler is and has been acting solely ¢
principal and is not the agent or fiduciary of ©empany, or its respective stockholders, creditmgployees or any other party, (c) no
Underwriter has assumed or will assume an advieofiduciary responsibility in favor of the Compawmth respect to the offering
contemplated hereby or the process leading théreespective of whether such Underwriter has aslVisr is currently advising the Company
on other matters) and no Underwriter has any otitigdo the Company with respect to the offeringtemnplated hereby except the
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obligations expressly set forth in this Agreeméd},the Underwriters and their respective affiliateay be engaged in a broad range of
transactions that involve interests that diffenfrthose of each of the Company, and (e) the Undtensrhave not provided any legal,
accounting, regulatory or tax advice with respedhe offering contemplated hereby and the Compeasyconsulted its own respective legal,
accounting, regulatory and tax advisors to thereteleemed appropriate.

18. Tax DisclosureNotwithstanding any other provision of this Agment, immediately upon commencement of discussiottre
respect to the transactions contemplated herebyCtimpany (and each employee, representative er agent of the Company) may disclose
to any and all persons, without limitation of angd the tax treatment and tax structure of thedaations contemplated by this Agreement and
all materials of any kind (including opinions ohet tax analyses) that are provided to the Compealaying to such tax treatment and tax
structure. For purposes of the foregoing, the téaxtreatment” is the purported or claimed fedénabme tax treatment of the transactions
contemplated hereby, and the term “tax structumeluides any fact that may be relevant to undergtgritie purported or claimed federal
income tax treatment of the transactions conteraglhereby.

19. Representations, Warrantiesid Agreements to Survive All representations, warranties and agreementtageed in this
Agreement or in certificates of officers of the Quany, the Manager or any of their subsidiaries stibchpursuant hereto, shall remain
operative and in full force and effect regardlek§)aany investigation made by or on behalf of asyderwriter or its Affiliates or selling
agents, any person controlling any Underwriterofficers or directors or any person controlling ttompany or the Manager, and (ii) delivery
of and payment for the Shares.

20. Integration This Agreement supersedes all prior agreementsaiaderstandings (whether written or oral) amorgg th
Company, the Manager and the Underwriters, or dlyem, with respect to the subject matter hereof.

21. CounterpartsThis Agreement may be signed by the parties inavmeore counterparts which together shall consgtitute
and the same agreement among the parties.

22. Successors and Assigitis Agreement shall be binding upon the Underwsijtthe Company and the Manager and their
successors and assigns and any successor or aksigyisubstantial portion of the Company'’s, thensiger’'s and any of the Underwriters’
respective businesses and/or assets.

23. TIME TIME SHALL BE OF THE ESSENCE OF THIS AGREEMENTXEEPT AS OTHERWISE SET FORTH HEREIN,
SPECIFIED TIMES OF DAY REFER TO NEW YORK CITY TIME.
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If the foregoing correctly sétsth the understanding among the Company, thedgenand the Underwriters, please so indicate in

the space provided below for the purpose, wheretigisrietter and your acceptance shall constituilnding agreement among the Company
and the Underwriters, severally.

Very truly yours,
CHIMERA INVESTMENT CORPORATION
By:

Name:
Title:

FIXED INCOME DISCOUNT ADVISORY COMPANY
By:

Name:
Title:
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Accepted and agreed to as of the date first
above written, on behalf of itself and the other
several Underwriters named Schedule A

MERRILL LYNCH & CO.

MERRILL LYNCH, PIERCE, FENNER & SMITF
INCORPORATED

CREDIT SUISSE SECURITIES (USA) LL

DEUTSCHE BANK SECURITIES INC

By: CREDIT SUISSE SECURITIES (USA) LLC

By

Authorized Signator
By: DEUTSCHE BANK SECURITIES INC.
By

Authorized Signator

By

Authorized Signator

By: MERRILL LYNCH, PIERCE, FENNER & SMITH
INCORPORATED

By

Authorized Signator
For themselves and as Representatives of the Otiagrwriters named in Scheduleh&reto.
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Underwriter

SCHEDULE A

Number of
Firm Shares

Merrill Lynch, Pierce, Fenner & Smith Incorporal
Credit Suisse Securities (USA) LL

Deutsche Bank Securities Ir

J.P. Morgan Securities In

Keefe, Bruyette & Woods, In

Bear, Stearns & Co. In

Total

Sch-A




SCHEDULE B
Issuer General Use Free Writing Prospectus
None

Sch-B



SCHEDULE C
Information

Number of Firm Share:

Initial public offering price per Shar $

Sch-C



EXHIBIT A
OPINION OF KIRKPATRICK & LOCKHART PRESTON GATES ELL IS LLP

1. The Company is a corporation duly npooated and existing and in good standing undetats of the State of Maryland, with the
corporate power and authority to own, lease andatpdts properties and conduct its business agitiesl in the Prospectus and to enter into
and perform its obligations under or as contemglatethe Underwriting Agreement. The Manager i®@oration duly incorporated and in
good standing and has a legal existence so féweaztords of the Secretary of State of the Stabetaware show under the laws of the State
of Delaware, with the corporate power and authddtpwn, lease and operate its properties and atritdbusiness as described in the
Prospectus and to enter into and perform its otitiga under or as contemplated by the Underwrifiggeement.

2. The Company is duly qualified to dsingss as a foreign corporation and is in gooddstgrin each jurisdiction where the ownership
or leasing of its properties or the conduct obiisiness requires such qualification, except wttedailure to be so qualified and in good
standing would not have a Material Adverse Effedth{ your permission, we have relied in respeatnatters of fact related to the opinion in
this paragraph upon a certificate of an officetnaf Company).

3. The Underwriting Agreement has beely duthorized, executed, and delivered by the Campa@he Underwriting Agreement has
been duly authorized, executed, and delivered éyvthnager.

4. The Shares have been duly authorigettido Company for issuance and sale to the Undemsrpursuant to the Underwriting
Agreement and, when issued and delivered by thep@aaynpursuant to the Underwriting Agreement agaiagment of the consideration set
forth therein, will be validly issued, fully paichd non-assessable and no holder of the Sharesvll be subject to personal liability, under the
General Corporation Law of the State of Marylar (t MGCL ") or the Charter or By-laws of the Company, bys@aof being a holder.

5. The Company has an authorized capé@din as of August 3, 2007 as set forth in thespeotus under the caption “ Capitalizatidn
All issued and outstanding shares of capital stddke Company are validly issued, fully paid, amh-assessable, and conform in all material
respects with the description thereof containetthénProspectus. The Shares when issued and outgjamitl conform in all material respects
with the description thereof contained in the Pextps.

6. The issuance of the Shares is noestip preemptive or other similar rights of anycgholder of the Company arising by operatio
the MGCL or under the Charter or By-laws of the @amy, or, to our knowledge, any contractual pre@rapights, resale rights, rights of first
refusal or similar rights. To our knowledge, excaptisclosed in the Registration Statement anétbspectus, there is no outstanding option,
warrant or other right calling for the issuanceasfd no commitment, plan or arrangement to issueshares of capital stock of the Company
or any security convertible into, exercisable farexchangeable for shares of
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capital stock of the Company. To our knowledgehalwer of any security of the Company has the rightave any security owned by such
holder included for registration in the Registrattatement.

7. The forms of certificate used by tten@any to represent shares of Common Stock commyl material respects with any applicable
requirement of the MGCL, the Company’s Charter Bgdaws, and the New York Stock Exchange.

8. The information in the Prospectus urile caption “Description of Capital Stock,” “Cairt Provisions of the Maryland General
Corporation Law and Our Charter and Bylaws,” “Risdctors -Loss of our 1940 Act exemption would adversely tffes and negatively affe
the market price of shares of our common stockamdbility to distribute dividends and could résaolthe termination of the management
agreement with our Manager,” “Risk Factor®ur charter and bylaws contain provisions that majbit potential acquisition bids that you ¢
other stockholders may consider favorable, andrtagket price of our common stock may be lower eesalt” and “Risk Factors — Our rights
and the rights of our stockholders to take actigairest our directors and officers are limited, vhoould limit your recourse in the event of
actions not in your best interestty"the extent that such information constitutesrarmary of legal matters under the MGCL or of prawis of
the Company’s Charter or By-laws or the 1940 Astdefined below), has been reviewed by us andriecioin all material respects.

9. The Registration Statement and theptrctus (in each case other than the financiamtatts and supporting schedules and other
financial and accounting data included thereinroitied therefrom as to which we express no opinias)of their respective effective dates, as
the case may be, each complied, and as of thehdadef each comply, as to form in all material ezsp to the applicable requirements of the
Securities Act.

10. The Registration Statement has beetared effective under the Securities Act; thesPeatus has been filed pursuant to Rule 424(b)
of the Securities Act Regulations in the manner\aitdin the time period required by Rule 424(b)dato our knowledge, based solely on a
telephone conversation with a member of the sfatie@ Commission, no stop order suspending the®fness of the Registration Statement
has been issued under the Securities Act and reegdings for that purpose have been initiatedreatened by the Commission.

11. To our knowledge, no consent, apdr@ughorization, or other order of any federalulegory body, federal administrative agency or
other federal governmental body of the United StafeAmerica or any state regulatory body, stataiattrative agency or other state
governmental body of the State of Maryland is reggiunder the Applicable Laws for the Company soiésand sell the Shares to the
Underwriters as contemplated by the Underwritingegnent and to consummate the transactions cordgédphereby.

12. The execution, delivery and perforoeaf the Underwriting Agreement by the Company #iredManager, the issuance and sale of
the Shares to the Underwriters as contemplatetid{hderwriting Agreement and consummation of thegactions contemplated thereby do
not and will not conflict with or result in a bréaor violation of any of the terms and provisiofisamnstitute a default under, or, the case of the
Company, cause a
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Repayment Event under (A) any indenture, mortgeged of trust, lease, repurchase agreement or agneement, known to us, to which the
Company or the Manager is a party or is bound, gxoe such for such violations, conflicts, breaghgefaults, liens, charges, or encumbra
that would not result in a Material Adverse Eff§&) the Charter or By-laws of the Company or thardger, (C) Applicable Laws, (D) the
Investment Company Act of 1940, as amended (th@401Act"), or (E) or, to our knowledge, any judgment, dexrorder, rule, or regulation,
of any court, other governmental authority, or stor having jurisdiction over the Company or Manager, except for such for such
violations, conflicts, breaches, defaults, liedgrges, or encumbrances that would not resuliviaerial Adverse Effect. As used herein, a “
Repayment Everit means any event or condition which gives the hotdemny note, debenture or other evidence of irstiriegss (or any pers
acting on such holder’s behalf) the right to reguire repurchase, redemption or repayment of almortion of such indebtedness by the
Company, the Manager or any of their subsidiaries.

13. The execution and delivery by the @any and the Manager of the Underwriting Agreemand, the performance by the Company
and the Manager of their respective obligationseurtde Underwriting Agreement and the consummatfahe transactions contemplated
thereby, do not and will not result in a violatiohthe Charter or By-laws of the Company or thdifieate of incorporation and bylaws of the
Manager, as the case may be, and, to our knowledgaefault by the Company or the Manager existeéndue performance or observance of
any material obligation, agreement, covenant, add@mn contained in any contract, indenture, magg, loan agreement, note, lease,
repurchase agreement, other agreement, or insttuhedris described or referred to in the RegigiraGtatement or the Prospectus or filed as
an exhibit to the Registration Statement, excepéaich case above, for such for such violationsflicts, breaches, defaults, liens, charges, or
encumbrances that would not result in a Materialgkde Effect.

14. To our knowledge, there are no astisnits, claims, investigations or proceedingdpenor threatened to which the Company ol
Manager is or would be a party or to which anyhaiit respective properties is subject which areiired to be described in the Registration
Statement or Prospectus but are not so described.

15. The Company is not, and the transastcontemplated by the Underwriting Agreement molf cause the Company to become an
“investment company” or an entity “controlled” by dnvestment company” under the 1940 Act.

In acting as counsel to the Company and the Managehave participated in conferences with offiaard other representatives of the
Company, the Manager, the independent public adaatsifor the Company, and your representativeshath conferences the contents of the
Registration Statement and the Prospectus, andeataatters were discussed. Although we are nalipgsipon or assuming responsibility for
the accuracy, completeness or fairness of thenséatts included in the Registration Statement, tlosectus, or the General Disclosure
Package and have made no independent check dcagdh thereof (except as set forth in paragraghteabove), on the basis of the forego
nothing has come to our attention which has letbumelieve that (i) the Registration Statementhattime the Registration Statement became
effective, contained an untrue statement of a rizdtiarct or omitted to state a material fact reqdito be stated therein or necessary to mak
statements therein not misleading, (i)

Exh-A-3




the documents included in the General Disclosuck&ge, as of the Applicable Time, contained anyumstatement of a material fact or
omitted to state any material fact necessary it make the statements therein, in the ligldir@imstances under which they were made,
not misleading, or (iii) the Prospectus, as oflse or on the date hereof, included or includesrdrue statement of a material fact or omitted
or omits to state a material fact necessary inraaenake the statements therein, in light of tiheuenstances under which they were made, not
misleading, except in each case that we exprebeglef and make no statement with respect to firsuistatements and supporting schedules
and other financial and accounting data includeariomitted from the Registration Statement, thespectus, or the General Disclosure
Package. With respect to statements containeciGtneral Disclosure Package, any statement cedt&irany of the constituent documents

shall be deemed to be modified or superseded textemt that any information contained in subseguenstituent documents modifies or
replaces such statement.
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EXHIBIT B
OPINION OF MCKEE NELSON LLP

For all taxable years commeaguairith its taxable year ended December 31, 20@&7Cibimpany has been, and upon the sale of
Shares will continue to be, organized and operatednformity with the requirements for qualifioati and taxation as a “real estate investment
trust” (a “ REIT") under Section 856 through 860 of the Interna¥&rie Code of 1986, as amended (the “ ChdEhe Company’s proposed
method of operation will enable the Company to tw# to meet the requirements for qualification tdtion as a REIT under the Code, and
no actions have been taken (or not taken whichesyeired to be taken) which would cause such qaatibn to be lost. The disclosure
contained in the Prospectus under the captionstd®eFederal Income Tax Considerations” and “Riaktbrs—Tax Risks” to the extent such
information constitutes a summary of the Unitedetdederal income tax laws and legal conclusieferired to therein, is accurate in all
material respects and fairly summarizes the fedacaime tax laws referred to therein. Moreover,diselosure in the Canadian Offering
Memorandum under the caption “United States Fedecalme Tax Considerations,” to the extent suchld&ire constitutes a summary of the
United States federal income tax laws and legatlesions referred to therein, is accurate in allerial respects and fairly summarizes the
federal income tax laws referred to therein.

Ex. B-1



EXHIBIT C

[_] 2007

MERRILL LYNCH & CO.

MERRILL LYNCH, PIERCE, FENNER & SMITH INCORPORATED,
As representative of the several Underwriters,

4 World Financial Center

New York, New York 1008!

Ladies and Gentlemen:

In consideration of the agreatrad Merrill Lynch & Co., Merrill Lynch, Pierce,énhner & Smith Incorporated (“ Merrill Lynch),
and certain other underwriters to underwrite a psegl public offering (the “ Offerin of Common Stock, par value $0.01 per share (the
Common StocK), of Chimera Investment Corporation, a Marylamdporation (the “ Compant), as contemplated by a registration statement
on Form S-11 (File No. 333-145525), as amended“(Begistration Statemeri}, the undersigned hereby agrees that the undedigvill not,
for a period of 180 days after the commencemetheOffering, without the prior written consentMeérrill Lynch, offer, sell, contract to sell,
pledge, grant any option to purchase or otherwisigode of, directly or indirectly, any shares gbita stock, or any securities convertible into,
or exercisable, exchangeable or redeemable foresiod capital stock.

Notwithstanding the foregoiifg1) during the last 17 days of the 188y restricted period the Company issues an easmalgas
or material news or a material event relating m@ompany occurs or (2) prior to the expirationhef 180-day restricted period, the Company
announces that it will release earnings resultsesomes aware that material news or a materiat evidroccur during the 16-day period
beginning on the last day of the 180-day restrigtexdod, the restrictions imposed in this agreenséatl continue to apply until the expiration
of the 18-day period beginning on the issuancéefarnings release or the occurrence of the rahtews or material event.

The undersigned hereby ackndgds and agrees that written notice of any extersfiche lockup period pursuant to the previc
paragraph will be delivered by Merrill Lynch, tcetiCompany and that any such notice properly dediverill be deemed to have been given to,
and received by, the undersigned. The undersigmtigefr agrees that, prior to engaging in any tretisa or taking any other action that is
subject to the terms of this lock-up agreementrdutihe period from the date of this lock-up agreetnte and including the 34th day following
the expiration of the initial lock-up period, it igive notice thereof to the Company and will sohsummate such transaction or take any suct
action unless it has received written confirmafimm the Company that the lock-up period (as maxehzeen extended pursuant to the
previous paragraph) has expired.
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Very truly yours,

By:

Name:
Title:
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Exhibit 1.2
STOCK PURCHASE AGREEMENT

THIS STOCK PURCHASE AGREEMENT (this “ Aegment’) dated as of , 2007 is between Chimeradtment Corporation,
a Maryland corporation (the “* Compatjyand Annaly Capital Management, Inc., a Marylawodporation (the “ Purchas#r.

RECITALS

WHEREAS, the Purchaser has formed the fgzom as a wholly-owned subsidiary and has a sutdaapre-existing relationship with
the Company;

WHEREAS, the Company is in the procesegfstering shares of its common stock, par v&ué1 per share (* Common Stodk with
the Securities and Exchange Commission pursugheteegistration statement of the Company on Forii §-ile No. 333-145525) (the “
Registration Statemefit pursuant to which the Company intends to conduptiblic offering of shares of the Company’s Comrftock (the *

Public Offering”);

WHEREAS, the Company desires to issuesaficshares of the Common Stock to the Purchasénreterms and conditions set forth
herein.

AGREEMENT

NOW, THEREFORE, in consideration of tbeefgoing recitals and the mutual promises heresnaftt forth, and, other good and valu
consideration, the parties hereto agree as follows:

ARTICLE 1
AUTHORIZATION, SALE AND ISSUANCE OF SHARES AND OPTI ONS

Section 1.1 Authorizatiomhe Company shall issue such number of shar€oofmon Stock equal to 9.8% of the Company’s
outstanding shares after giving effect to the shawsued in the Public Offering of the Company Jeding shares sold pursuant to the
underwriters’ exercise of their overallotment optend shares of the Company’s restricted commaik stpproved to be granted to the
Company’s executive officers and employees of Fixedme Discount Advisory Company, the managehef@ompany, and to Company’s
independent directors (the “Shares”), if any, ptiechase price per share equal to the Public @ffgrrice per share (the “Share Price”).

Section 1.2 Sale and Issuaii¢heoShares Subject to the terms and conditions hereof the@my shall sell and Purchaser shall
purchase the Shares at the Closing, as definewbelo




ARTICLE 2
CLOSING

Section 2.1 Closinglosing shall occur simultaneously with the ahgsof the Public Offering. Upon the Closing of this
transaction, the Purchaser will deliver to the Campa wire transfer of immediately available futalsccounts specified by the Company or
certified check in the amount equal to the ShaieeRnultiplied by the number of Shares.

Section 2.2 Deliverysubject to the terms of this Agreement, withiref(5) days of the Closing, the Company will delit@the
Purchaser the certificates representing the Shates purchased by the Purchaser from the Company.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF THE COMPANY
Section 3.1 The Company hemgpyesents and warrants to the Purchaser as @lidising date as follows:

(a) The Company has been duly formed aodrporated and is existing as a corporation irdgsianding under the laws of the
State of Maryland, is duly qualified to do businassl is in good standing as a foreign corporatiogach jurisdiction in which its
ownership or lease of property or assets or thewctrof its business requires such qualificatio@wept where the failure to so qualify
would not have a material adverse effect on thénlegs, assets, properties, prospects, financialiton or results of operation of the
Company taken as a whole (a * Material Adverse &ffg and has full corporate power and authority ssegy to own, hold, lease
and/or operate its assets and properties, to cotiteibusiness in which it is engaged and to enterand perform its obligations under
this Agreement and to consummate the transactiomemplated hereby, and the Company is in comptiamall material respects with
the laws, orders, rules, regulations and directisesed or administered by such jurisdictic

(b) The authorized capital stock of therpany is 500,000,000 shares of Common Stock, olwhjO00 shares are issued and
outstanding upon the initial filing of the Regidioa Statement, and 50,000,000 shares of prefetadk, par value $0.01 per share, of
which, none are issued outstanding. All such issuetoutstanding shares have been duly authorizdalidly issued, are fully paid
and non-assessable. All of the issued and outstgrstiares of capital stock have been duly andlyaigthorized and issued and are
fully paid and norassessable, have been issued in compliance widaltal and state securities laws and were noed# violation o
any preemptive right, resale right, right of firefusal or similar right

(c) The Shares have been duly and vatidiyrorized by the Company for issuance and sakuput to this Agreement and, when
issued and delivered against payment therefor@asded herein, will be duly and validly issued datly paid and
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nor-assessable, free and clear of any pledge, liemneim@nce, security interest or other cla

(d) The certificates for the Shares aréua and proper form and the holders of the Shaitesot be subject to personal liability
by reason of being such holde

(e) This Agreement has been duly authdriegecuted and delivered by the Company and ¢otestia valid and bindir
agreement of the Company enforceable in accordaitbéts terms, except to the extent that enforasinieereof may be limited by
bankruptcy, insolvency, reorganization or otherdaiffecting enforcement of credit’ rights or by general equitable principl

(f) The management agreement (the * Mamege Agreement), dated as of [__], 2007, between the CompanyFirdd Income
Discount Advisory Company (the “ Manadghas been duly authorized, executed and delivbyetthe Company and constitutes a valid
and binding agreement of the Company enforceabdedordance with its terms, except to the exteattéhforcement thereof may be
limited by bankruptcy, insolvency, reorganizatiarother laws affecting enforcement of creditorghtis or by general equitable
principles.

(g) The Company has “significant subsidiari¢’ (as such term is defined in Rul-02 of Regulation -X promulgated under tt
Securities Act of 1933, as amended (the “ Secsriiet”)) and does not own, directly or indirectly, artyases of stock or any other
equity or long-term debt securities of any corporabr have any equity interest in any firm, parsiép, joint venture, association or
other entity. Complete and correct copies of thielas of incorporation and of the bylaws of thengmny and all amendments thereto
have been delivered to the Purchaser and, exceset &srth in the forms of documents deliveredh® Purchaser, no changes therein
will be made subsequent to the date hereof and farithhe time of purchas

(h) The financial statements of the Comypaogether with the related schedules and nb&®to, delivered to the Purchaser
accurate in all material respects and fairly prei@mnfinancial condition of the Company as of dates indicated and the results of
operations, changes in financial position, stoctbrd’ equity and cash flows for the periods thesgiacified are in conformity with
generally accepted accounting principles consistemqiplied throughout the periods involved (excapbtherwise stated therein). The
selected financial and statistical data delivecethe Purchaser present fairly the information ghéiverein and, to the extent based u



or derived from the financial statements, have lmsmpiled on a basis consistent with the finangialements presented there

(i) The Company is insured by insurersemfognized financial responsibility against suctsts and risks and in such amounts as
are prudent and customary in the business in wihiskengaged. The Company has no reason to betletat will not be able to renew
its existing insurance coverage as and when sugtrage expires or to obtain similar coverage framilar insurers as may be
necessary to continue its business at a cost thalthmot have a Material Adverse Effe
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() The Company is not in breach of, odafault under (nor has any event occurred which wnotice, lapse of time, or both wot
result in any breach of, or constitute a defauttan, (i) its articles of incorporation or bylaws(@) any obligation, agreement, covenant
or condition contained in any contract, licenspurehase agreement, indenture, mortgage, deedstf lrank loan or credit agreement,
note, lease or other evidence of indebtedness)yolease, contract or other agreement or instrutiewhich the Company is a party or
by which it or any of its assets or properties rhayoound or affected, the effect of which breactedault under clause (ii) could have a
Material Adverse Effect. The execution, deliverygerformance of this Agreement, the issuance aledo$ the Shares and the
consummation of the transactions contemplated gesdbnot conflict with, or result in any breacli, @onstitute a default under or a
Repayment Event (as defined below) under (nor d@atestany event which with notice, lapse of timepoth would result in any breach
of, constitute a default under or a Repayment Evader), (i) any provision of the articles of inporation or bylaws of the Company,
(i) any provision of any contract, license, refhase agreement, indenture, mortgage, deed of brarsk, loan or credit agreement, note,
lease or other evidence of indebtedness, or aisg Jeantract or other agreement or instrument ficlwimne Company is a party or by
which the Company or any of its assets or propertiay be bound or affected, the effect of whicHd¢tave a Material Adverse Effect
other than the Compars/bbligation to reimburse the Manager for all castsirred in connection with the formation and arigation of
the Company and the Public Offering, or (iii) undey federal, state, local or foreign law, regaator rule or any decree, judgment or
order applicable to the Company. As used hereirRepayment Everitmeans any event or condition which gives the aplaf any
note, debenture or other evidence of indebtedresanf person acting on such holder’s behalf) idplet to require the repurchase,
redemption or repayment of all or a portion of siratebtedness by the Company or any subsid

(k) There are no actions, suits, claimsestigations, inquiries or proceedings pendindmthe best of the Compe’s knowledge
threatened to which the Company or any of its eficor directors is a party or of which any ofgtsperties or other assets is subject at
law or in equity, or before or by any federal, stddcal or foreign governmental or regulatory cassion, board, body, authority or
agency which could result in a judgment, decreerder having a Material Adverse Effe

(I) No approval, authorization, consenboder of or filing with any national, state or &@governmental or regulatory commissi
board, body, authority or agency is required inremtion with the issuance and sale of the Shardsearonsummation by the Company
of the transaction contemplated hereby other tingmacessary qualification under the securitielslae sky laws of the various
jurisdictions in which the Shares are being offdsgdhe Company

(m) The Company has all necessary licermghorizations, consents and approvals and hds edanecessary filings required
under any federal, state, local or foreign lawutation or rule, and has obtained all necessamnipgrauthorizations, consents and
approvals from other Persons, in order to condadiusiness, except as such as could not haveexiklgidverse Effect. The Company
is not required by an

applicable law to obtain accreditation or certifioa from any governmental agency or authority idev to provide the products a
services which it currently provides or which ibppses to provide except as such as could notdMeterial Adverse Effect. The
Company is not in violation of, or in default undany such license, permit, authorization, consemtpproval or any federal, state, lo
or foreign law, regulation or rule or any decregles or judgment applicable to the Company, theafbf which could have a Material
Adverse Effect

(n) The Company has not incurred any lighfior any finde's fees or similar payments in connection with thagactions herei
contemplated

(o) The Company owns or possesses adelicettse or other rights to use all patents, traa&s) service marks, trade names,
copyrights, software and design licenses, tradeetssananufacturing processes, other intangiblpentg rights and know-how
(collectively, “ Intangibles) necessary to entitle the Company to condudbuitsiness, and the Company has not received ndtice o
infringement of or conflict with (and the Companydws of no such infringement of or conflict withgszrted rights of others with
respect to any Intangibles which could have a Maltédverse Effect

(p) The Company has filed all federaltesend foreign income and franchise tax returngired to be filed on or prior to the date
hereof and has paid taxes shown as due theredhafoare otherwise due and payable), other thastakich are being contested in
good faith and for which adequate reserves have estblished in accordance with generally accegtedunting principles. The
Company has no knowledge, after due inquiry, oftamydeficiency which has been asserted or thredtagainst the Company. To the
knowledge of the Company, there are no tax retofitise Company that are currently being auditedeoleral, state or local taxing
authorities or agencies which would have a Matéthlerse Effect

(q) The Company is not in violation, arasmot received notice of any violation with reggecany applicable environmental,
safety or similar law applicable to the businesthefCompany. The Company has received all pertigés)ses or other approvals
required of them under applicable federal and steteipational safety and health and environmeates land regulations to conduct its
business, and the Company is in compliance witteaths and conditions of any such permit, licensapproval, except any such
violation of law or regulation, failure to receivequired permits, licenses or other approvals iurato comply with the terms and
conditions of such permits, licenses or approvdlgivcould not, singly or in the aggregate, hawagerial Adverse Effec

(r) There are no existing or threatendmtalisputes with the employees of the Company whie likely to have individually or i
the aggregate a Material Adverse Eff¢



(s) Neither the Company nor any of thesgibries nor, to the Company’s knowledge, any eyg# or agent of the Company or
the subsidiaries has made ¢




payment of funds of the Company or the subsidiariegceived or retained any funds in violatioran¥ law, rule or regulation, except
as disclosed to the Purchas

(t) Subsequent to the respective dated adich information is delivered to the Purchagkere has not been (i) any material
adverse change, or any development which wouldbreddy be expected to cause a material adversgehamthe business, properties
or assets, or the results of operations, cond{fioancial or otherwise), net worth, business, pexds or operations of the Company
taken as a whole, (ii) any transaction which isariat to the Company, except transactions in tiknary course of business, (iii) any
obligation, direct or contingent, which is matetiathe Company taken as a whole, incurred by thmg@any, except obligations
incurred in the ordinary course of business, (iheo than the Public Offering, any change in thgiteastock or, except in the ordinary
course of business, outstanding indebtedness @ahgpany, or (v) any dividend or distribution ofyddnd declared, paid or made by
the Company on any class of its capital stock. Chmpany has no material contingent obligation witiah not been disclosed to the
Purchaser

(u) The descriptions provided to the Pasgr of the legal or governmental proceedings raots, leases and other legal docurnr
therein described present fairly the informatioowh, and there are no other legal or governmemtalgedings, contracts, leases, or
other documents. All agreements between the Compadyhird parties delivered to the Purchaseregel] valid and binding
obligations of the Company enforceable in accordamith their respective terms, except to the ex¢éefibrceability may be limited by
bankruptcy, insolvency, reorganization, moratoriamnsimilar laws affecting creditors’ rights gendyadnd by general equitable
principles.

(v) There are no Persons with registrationther similar rights to have any equity or dedturities, including securities which i
convertible into or exchangeable for equity se@sjtof the Company registered by the Company uthdeBecurities Ac

(w) No person, as such term is defineRiue 1-02 of Regulation S-X promulgated under theusities Act (each, a “ Persth
has the right, contractual or otherwise, to cabhegompany to issue to it any shares of capitaksbo other securities of the Company
upon the issue and sale of the Shares hereundetpee any Person have preemptive rights, co-gdiesy rights of first refusal or other
rights to purchase or subscribe for any of the &har any securities or obligations convertible iot exchangeable for, or any contracts
or commitments to issue or sell any of, the Sharesy options, rights or convertible securitie®bligations, other than those that h
been expressly waived prior to the date het

(X) The Company (i) does not have anyadsor outstanding preferred stock or (ii) has redadlted on any installment on
indebtedness for borrowed money or on any rentalmenor more long term leases, which defaults wbakke a Material Adverse Effe
on the financial position of the Compal



(y) Each of the Company and its officelisectors and controlling Persons has not, direatlindirectly, (i) taken any action
designed to cause or to result in, or that hastitotesd or which might reasonably be expected tustitute, the stabilization or
manipulation of the price of the Common Stock tilfiate the sale of the Shares, or (ii) excephwéspect to the Public Offering (A)
sold, bid for, purchased, or paid anyone any corsgigon for soliciting purchases of, the ShareByipaid or agreed to pay to any
Person any compensation for soliciting anothenteipase any other securities of the Comp.

(2) Neither the Company nor any of itsliafes (i) is required to register as a “broker™dealer” in accordance with the
provisions of the Securities Exchange Act of 138tamended (the “ Exchange Axor (ii) directly or indirectly through one or me
intermediaries, controls or has any other assatiatiith (within the meaning of Article | of the Bavs of the National Association of
Securities Dealers NASD ")) any member firm of the NASL

(aa) Any certificate signed by any officéthe Company delivered to the Purchaser purseamt in connection with thi
Agreement shall be deemed a representation andntgriy the Company to the Purchaser as to theersatovered thereb

(bb) As of the date of this Agreement, @@mpany has no plan or intention to materiallgrailis capital investment policy or
investment allocation strategy, both as describetié Purchaser. The Company has good and mar&ditdlto all of the properties a
assets owned by it, in each case free and clemmo$ecurity interests, liens, encumbrances, eguitilaims and other defects (excep
any security interest, lien, encumbrance or cldiat tnay otherwise exist under any applicable rdmge agreement), except such as do
not have a Material Adverse Effect and do not feterwith the use made or proposed to be madeabf groperty or asset by the
Company, and except as described to the PurchseiCompany owns no real property. Any real propand buildings held under
lease by the Company are held under valid, exigtimjenforceable leases, with such exceptionseadiselosed to the Purchaser or are
not material and do not interfere with the use marderoposed to be made of such property and Imgjtdby the Compan'

(cc) The Company maintains a system @frivél accounting controls sufficient to provides@aable assurance that (i) transact
are executed in accordance with management’s desrespecific authorizations, (ii) transactions egeorded as necessary to permit
preparation of financial statements in conformityhvgenerally accepted accounting principles adieghin the United States and to
maintain asset accountability, (iii) access to @sisepermitted only in accordance with managenseggheral or specific authorization,
and (iv) the recorded accountability for assetimpared with the existing assets at reasonaldevals and appropriate action is taken
with respect to any difference

(dd) The Company has established and miamtisclosure controls and procedures (as suchisedefined in Rule 13a-14 and
15c¢-14 under the Exchange Ac

such disclosure controls and procedures are destgnensure that material information relatingite Company is made known to the
Company’s Chief Executive Officer and its Chief &iicial Officer, and such disclosure controls aratpdures are effective to perform
the functions for which they were established; sigyificant material weaknesses in internal costr@ve been identified for the
Company’s Chief Executive Officer and its Chief &icial Officer; and since the date of the mostmeegaluation of such disclosure
controls and procedures, there have been no gignifchanges in internal controls or in other fectbat could significantly affect
internal controls

(ee) The Company has not, directly orredty, including through any subsidiary, extendeedit, arranged to extend credit, or
renewed any extension of credit, in the form okespnal loan, to or for any director or executifficer of the Company, or to or for a
family member or affiliate of any director or ex¢ige officer of the Company

(ff) The Company is in compliance with atkesently applicable provisions of the Sarbanele&ct of 2002 and the rules and
regulations promulgated thereunder (the “ Sarb&dey Act”) and is actively taking steps to ensure thatiit e in compliance with
other applicable provisions of the Sarbe«Oxley Act upon the effectiveness of such provisic

(gg) Deloitte & Touche LLP (the “ Accounts”), are and, during the periods covered by thgiores, were independent public
accountants

(hh) The Company, since its date of inicepthas been, and upon the sale of the Sharesanitinue to be, organized and operated
in conformity with the requirements for qualificai and taxation as a “real estate investment t@ast’/REIT ") under Sections 856
through 860 of the Internal Revenue Code of 198&mended, and the regulations and published netatpns thereunder
(collectively, the “ Codé), for all taxable years commencing with its takabear ended December 31, 2007. The proposed ohetho
operation of the Company as described to the Psechaill enable the Company to continue to meetdggirements for qualification
and taxation as a REIT under the Code, and norectiave been taken (or not taken which are reqtiree taken) which would cause
such qualification to be lost. The Company intetadsontinue to operate in a manner which would peitrto qualify as a REIT under
the Code. The Company has no intention of chanigéngperations or engaging in activities which wbaause it to fail to qualify, or
make economically undesirable its continued quatfon, as a REIT

(i) The Company is not and, after givigffect to the offering and sale of the Shares, moll be an “investment company” or an
entity “controlled” by an “investment company,” sisch terms are defined in the Investment ComparnyAt940, as amended (the “
Investment Company A(’).

(i) The Company has a substantive-existing relationship with the Purchaser and diyebntacted by the Purchaser or



agents outside of the Public Offering effort. Then@any (i) did not identify or contact the Purchrabeough the
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marketing of the Public Offering and (ii) was notlépendently contacted by the Purchaser as a oéghlt general solicitation by me:
of the Registration Stateme

(kk) No representation or warranty madehs/Company in this Agreement contains any urdtaezment of a material fact or
omits to state a material fact necessary to makesach representation or warranty, in light of ¢ireumstances in which it was made,
not misleading

ARTICLE 4

REPRESENTATIONS AND WARRANTIES OF PURCHASER AND
RESTRICTIONS ON TRANSFER IMPOSED BY THE SECURITIES ACT

Section 4Representations and Warranties by the Purct. The Purchaser represents and warrants to the &ongs of the da
of Closing as follows

(a) Investment IntenfThe Purchaser is acquiring the Shares for investrfor the Purchaser’'s own account, not as nononee
agent, and not with a view to or for resale in agtion with, any distribution or public offeringetteof within the meaning of the
Securities Act and applicable law. The Purchassttihe requisite corporate power and authority tereinto and perform this
Agreement

(b)Shares Not Registert. The Purchaser understands and acknowledgesthaffering of the Shares pursuant to this Agreedtr
will not be registered under the Securities Actlomgrounds that the offering and sale of secsritentemplated by this Agreement are
exempt from registration under the Securities Agspant to Section 4(2) thereof and exempt fronsteggion pursuant to applicable
state securities or blue sky laws, and that the fzmy's reliance upon such exemptions is predicapexh such Purchaser’s
representations set forth in this Agreement. Thelaser acknowledges and understands that thesSimaist be held indefinitely unless
the Shares are subsequently registered under theittes Act and qualified under state law or uslaa exemption from such
registration and such qualification is availal

(c) No TransferSubject to provisions of Section 5.2, the Purehasvenants that in no event will the Purchasgpaiie of any of
the Shares (other than in conjunction with an ¢iffeaegistration statement for the Shares undeiSidcurities Act) unless and until (i)
the Purchaser shall have notified the Companyeptioposed disposition and shall have furnishecCtrapany with a statement of the
circumstances surrounding the proposed dispositind (i) if reasonably requested by the Compamy Rurchaser shall have furnished
the Company with an opinion of counsel satisfactorfjorm and substance to the Company to the effexdt(x) such disposition will nt
require registration under the Securities Act, @dppropriate action necessary for compliancé wie Securities Act and any other
applicable state, local, or foreign law has be&enaand (iii) the Company has consented, whictseonshall not be unreasonably
delayed or withhelc

(d)_Authority. (e) This Agreement has been duly authorized, @eecand delivered by the Purchaser and constiéutedid and
binding agreement of the Purchaser enforceabledardance with its terms, except to the extenteéh&rcement thereof may be limi
by bankruptcy, insolvency, reorganization or otlagrs affecting enforcement of credit’ rights or by general equitable principl

(e)_No BreachThe execution, delivery and performance of thigeg®ement by the Purchaser and the consummatidreof t
transactions by the Purchaser contemplated herdbyot/conflict with, or result in any breach afpnstitute a default under (nor
constitute any event which with notice, lapse wfej or both would result in any breach of, or cituigt a default under), (i) any
provision of the articles of incorporation or bykwf the Purchaser, (ii) any provision of any cacty license, repurchase agreement,
indenture, mortgage, deed of trust, bank loan editagreement, note, lease or other evidencedebitedness, or any lease, contract or
other agreement or instrument to which the Purahiaseparty or by which the Purchaser or any©&#sets or properties may be bound
or affected, the effect of which could have a Miatekdverse Effect, or (iii) under any federal,tstdocal or foreign law, regulation or
rule or any decree, judgment or order applicabllaéoPurchase

(f) Knowledge and Experienc&he Purchaser (i) has such knowledge and exmeri@nfinancial and business matters as to be
capable of evaluating the merits and risks of theeasers prospective investment in the Shares; (ii) hasathility to bear the econon
risks of the Purchaser’s prospective investmerd; (@ has not been offered the Shares by any fofmdvertisement, article, notice, or
other communication published in any newspaper,axiag, or similar medium; or broadcast over televi®r radio; or any seminar or
meeting whose attendees have been invited by ahyraedium

(g)Investigation. The Purchaser has carefully reviewed the repta8ens concerning the Company contained in thissAment
and has made detailed inquiry concerning the Compemnbusiness and its personnel; the officethefCompany have made available
to the Purchaser any and all written informatiorichithe or it has requested and have answered t®utehaser’s satisfaction all
inquiries made by the Purchaser; and the Purcheasesufficient business and financial knowledge exkrience so as to be capable of
evaluating the merits and risks of his or its ineant in the Company. The Purchaser has receivegyyof the Company’ Articles of
Incorporation, as amended, the Company’s Bylawanaanded, and this Agreement and has read andstaeés the respective
contents thereof. The Purchaser has had the omtyrta ask questions of the Company and has redewiswers to such questions
from the Company. The Purchaser has carefully veadeand evaluated these documents and understendsks and other



considerations relating to the investme

(h)_Qualified Institutional BuyerThe Purchaser is a “qualified institutional buyas defined in Rule 144A, promulgated under
Securities Act

(i) Accredited InvestarThe Purchaser is an “Accredited Investor” asrdefiin Rule 501(a)(8) of Regulation D, promulgated
under the Securities Ac
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() Preexisting Relationship The Purchaser has a substantive, pre-existiatjoeship with the Company and was directly
contacted by the Company or its agents outsideeoPublic Offering effort. The Purchaser (i) was identified or contacted through
the marketing of the Public Offering and (ii) didtrindependently contact the Company as a restiteofjeneral solicitation by means
of the Registration Stateme

(k)Eindel's Fees. The Purchaser has not incurred any liabilitysfoy finde's fees or similar payments in connection with
transactions herein contemplat

Section 4.2 Legendsach certificate representing the Shares shahidersed with the following legends:

(a)Federal Legen. The securities represented by this certificateeheot been registered under the Securities ALB88, as
amended, and are “restricted securities” as defimé&tlle 144 promulgated under the Securities Abe securities may not be sold or
offered for sale or otherwise distributed excepin(iconjunction with an effective registrationtstment for the shares under the
Securities Act of 1933, as amended, or (i) purst@@an opinion of counsel, satisfactory to the pany, that such registration or
compliance is not required as to said sale, offedistribution.

(b) REIT LegendTHE SHARES REPRESENTED BY THIS CERTIFICATE ARE BIECT TO RESTRICTIONS ON
BENEFICIAL AND CONSTRUCTIVE OWNERSHIP AND TRANSFERSUBJECT TO CERTAIN FURTHER RESTRICTIONS
AND EXCEPT AS EXPRESSLY PROVIDED IN THE CORPORATIGNCHARTER, DURING THE PERIOD COMMENCING ON
THE INITIAL DATE AND PRIOR TO THE RESTRICTION TERMVATION DATE (I) NO PERSON MAY BENEFICIALLY OR
CONSTRUCTIVELY OWN SHARES OF ANY CLASS OR SERIES OHE CAPITAL STOCK OF THE CORPORATION IN
EXCESS OF NINE AND EIGHT-TENTHS PERCENT (9.8%) IN\VUE OR IN NUMBER OF SHARES, WHICHEVER IS MORE
RESTRICTIVE, OF ANY CLASS OR SERIES OF CAPITAL STBOF THE CORPORATION UNLESS SUCH PERSON IS AN
EXCEPTED HOLDER (IN WHICH CASE THE EXCEPTED HOLDHERMIT SHALL BE APPLICABLE); (II) NO PERSON MAY
BENEFICIALLY OR CONSTRUCTIVELY OWN SHARES OF CAPITASTOCK THAT WOULD RESULT IN THE
CORPORATION BEING “CLOSELY HELD” UNDER SECTION 858 OF THE CODE; (Ill) NO PERSON MAY TRANSFER
SHARES OF CAPITAL STOCK THAT WOULD RESULT IN THE CATAL STOCK OF THE CORPORATION BEING
BENEFICIALLY OWNED BY LESS THAN ONE HUNDRED (100) BERSONS (DETERMINED WITHOUT REFERENCE TO ANY
RULES OF ATTRIBUTION); (IV) NO PERSON MAY BENEFICIALY OWN SHARES OF CAPITAL STOCK THAT WOULD
RESULT IN 25% OR MORE OF ANY CLASS OF CAPITAL STOGEING BENEFICIALLY OWNED BY ONE OR MORE
BENEFIT PLAN INVESTORS, DISREGARDING CAPITAL STOCRWNED BY CONTROLLING PERSONS (OTHER THAN
CONTROLLING PERSONS WHICH ARE BENEFIT PLAN INVESTCH}; AND (V) DURING THE PERIOD COMMENCING ON
THE INITIAL DATE AND PRIOR TO THE DATE THE COMMON $OCK QUALIFIES AS A CLASS OF PUBLICL-OFFERED
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SECURITIES, NO PERSON MAY TRANSFER SHARES OF CAPITETOCK WITHOUT OBTAINING FROM ITS
TRANSFEREE A REPRESENTATION AND AGREEMENT THAT (ATS TRANSFEREE IS NOT (AND WILL NOT BE), AND IS
NOT ACTING ON BEHALF OF, A BENEFIT PLAN INVESTOR OR CONTROLLING PERSON AND (B) SUCH TRANSFERE
WILL OBTAIN FROM ITS TRANSFEREE THE REPRESENTATIOANND AGREEMENT SET FORTH IN THIS CLAUSE (V)
(INCLUDING WITHOUT LIMITATION CLAUSES (A) AND (B)). ANY PERSON WHO BENEFICIALLY OR CONSTRUCTIVEL
OWNS OR ATTEMPTS TO BENEFICIALLY OR CONSTRUCTIVEL®OWN SHARES OF CAPITAL STOCK WHICH CAUSES
OR WILL CAUSE A PERSON TO BENEFICIALLY OR CONSTRUGQVELY OWN SHARES OF CAPITAL STOCK IN EXCESS
OR IN VIOLATION OF THE ABOVE LIMITATIONS MUST IMMEDIATELY NOTIFY THE CORPORATION. IF ANY OF THE
RESTRICTIONS ON TRANSFER OR OWNERSHIP IN (1), (BND (i) ABOVE ARE VIOLATED, THE SHARES OF CAPITAL
STOCK REPRESENTED HEREBY WILL BE AUTOMATICALLY TRASFERRED TO A TRUSTEE OF A CHARITABLE TRUST
FOR THE BENEFIT OF ONE OR MORE CHARITABLE BENEFICRES. IF, NOTWITHSTANDING THE FOREGOING
SENTENCE, A TRANSFER TO THE CHARITABLE TRUST IS NCHFFECTIVE FOR ANY REASON TO PREVENT A
VIOLATION OF THE RESTRICTIONS ON TRANSFER AND OWNEFHIP IN (1), (II) AND (lll) ABOVE, THEN THE
ATTEMPTED TRANSFER OF THAT NUMBER OF SHARES OF CAFAL STOCK THAT OTHERWISE WOULD CAUSE ANY
PERSON TO VIOLATE SUCH RESTRICTIONS SHALL BE VOIDBAINITIO. IF ANY OF THE RESTRICTIONS ON TRANSFER
AND OWNERSHIP IN (IV) AND (V) ABOVE ARE VIOLATED, THEN THE ATTEMPTED TRANSFER OF THAT NUMBER OF
SHARES OF CAPITAL STOCK THAT OTHERWISE WOULD CAUSENY PERSON TO VIOLATE SUCH RESTRICTIONS
SHALL BE VOID AB INITIO. IF, NOTWITHSTANDING THE FOREGOING SENTENCE, A PURPORTED TRANSFER IS NOT
TREATED AS BEING VOID AB INITIO FOR ANY REASON, THE THE SHARES TRANSFERRED IN SUCH VIOLATION
SHALL AUTOMATICALLY BE TRANSFERRED TO A CHARITABLETRUST FOR THE BENEFIT OF A CHARITABLE
BENEFICIARY, AND THE PURPORTED OWNER OR TRANSFEREHLL ACQUIRE NO RIGHTS IN SUCH SHARES. IN
ADDITION, THE CORPORATION MAY REDEEM SHARES UPON THTERMS AND CONDITIONS SPECIFIED BY THE
BOARD OF DIRECTORS IN ITS SOLE DISCRETION IF THE B®D OF DIRECTORS DETERMINES THAT OWNERSHIP OR
A TRANSFER OR OTHER EVENT MAY VIOLATE THE RESTRICTONS DESCRIBED ABOVE. ALL CAPITALIZED TERMS I}
THIS LEGEND HAVE THE MEANINGS DEFINED IN THE CHARTR OF THE CORPORATION, AS THE SAME MAY BE
AMENDED FROM TIME TO TIME, A COPY OF WHICH, INCLUDNG THE RESTRICTIONS ON TRANSFER AND
OWNERSHIP, WILL BE FURNISHED TO EACH HOLDER OF CAPAL STOCK OF THE CORPORATION ON REQUEST AND
WITHOUT CHARGE. REQUESTS FOR SUCH A COPY MAY BE DHETED TO THE SECRETARY OF THE CORPORATION
AT ITS PRINCIPAL OFFICE
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(c)_Other LegendsW\ith respect to any other legends required byiegigle law, the Company need not register a teansff
legended Shares, and may also instruct its traagfent not to register the transfer of the Shanmgess the conditions specified in such
legend is satisfiec

Section 4.3 Rule 14%he Purchaser is aware of the adoption of Rufelidthe SEC promulgated under the Securitieswaich
permits limited public resale of securities acqdiie a nonpublic offering, subject to the satisfactof certain conditions. The Purchaser
understands that under Rule 144, the conditiorladieg among other things: the availability of cert@urrent public information about the
issuer and the resale occurring not less than eaeafter the party has purchased and paid fasehberities to be sold.

ARTICLE 5
AFFIRMATIVE COVENANTS OF THE PARTIES
Section 5.1 The Company hembyenants and agrees as follows:

(a)_Financial Statements and Other Infdimna The Company will furnish to the holders of thea#s copies of all annual or
quarterly financial statements the Company regulambvides to the banks or other lenders extendiedit to the Company as reques
by the holders of the Shares as would be requoed the holder of the Shares to make any resél8bares under Rule 144(b) of the
Securities Act. In addition, the Company will fushito the holders of the Shares such other inféomats may reasonably be required
by any holder of the Shares to furnish informatiequired by any governmental author

Section 5.2 The Purchaser heoelvenants and agrees as follows:

(a) The Purchaser will not until the eariof (i) the date which is three years after tatedaf this Agreement or (ii) the termination
of the Management Agreement, without the priortemitconsent of the Company, offer, sell, contracdl, pledge, grant any option to
purchase or otherwise dispose of, directly or ictly, any shares of capital stock, or any seasritionvertible into, or exercisable,
exchangeable or redeemable for, shares of capiigi sf the Company

ARTICLE 6

CONDITIONS TO CLOSING

Section 6.1 Conditions to thedhasers Obligations The obligations of the Purchaser to purchasé&tiages at the Closing are
subject to the fulfillment to its satisfaction, onprior to the Closing, of the following conditisnany of which may be waived:

(a)Representations and Warranties Cor. The representations and warranties made by thep@oay in Article 3 hereof shall
true and correct when ma
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and at the Closing. The Company'’s business andsasisall not have been adversely affected in angriahway prior to the Closing.
The Company shall have performed in all materigpeets all obligations and conditions herein regglito be performed or observed by
it on or prior to the Closing

(b)Initial Public Offering. The Company shall simultaneously complete thdi®@ifering.

Section 6.2 Conditions to Obtigns of the CompanyThe Company'’s obligation to sell the Shares atGlosing is subject to the
condition that the representations and warranti@denby the Purchaser in Article 4 hereof shallrbe &nd correct when made, and on the
Closing.

ARTICLE 7
REGISTRATION RIGHTS

The Purchaser is not entitled to any registratights under this Agreement or associated with tirelgase of the Shares. The purchase shall be
subject to such private restrictions on the transfehe Shares as are designated from time to tiyntae Company or its investment bankers or
underwriters.

ARTICLE 8
MISCELLANEOUS

Section 8.1 Governing LaWhis Agreement shall be governed in all respbegtthe laws of the State of New York without regard
to conflicts of law principles contrary (with reéarces to Section 5-1401 of the New York Generalgatibn Law which by its terms applies to
the this Agreement.

Section 8.2 Survivarhe representations, warranties, covenants amgagnts made herein shall survive the Closingef t
transactions contemplated hereby, notwithstandirygravestigation made by the Purchaser. All statemas to factual matters contained in
certificate or other instrument delivered by ort@half of the Company pursuant hereto or in conaeetith the transactions contemplated
hereby shall be deemed to be representations amdntias by the Company hereunder as of the datadf certificate or instrument.

Section 8.3 Successors andghssiExcept as otherwise expressly provided heremptovisions hereof shall inure to the benefit
of, and be binding upon, the successors, assigirs, lexecutors, and administrators of the pahesto.

Section 8.4 Entire Agreememhis Agreement and the other documents delivpreduant hereto constitute the full and entire
understanding and agreement between the partibgegard to the subjects hereof and thereof andgdheersede, merge, and render void
every other prior written and/or oral understandingigreement among or between the parties hereto.
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Section 8.5 Notices, etsll notices and other communications requiregp@mitted hereunder shall be in writing and shall b
delivered personally, mailed by first class mailsage prepaid, or delivered by courier or overétghivery, addressed (a) if to the Purchaser,
at such Purchaser’s address as Purchaser shalfuraished to the Company in writing, or (b) ifttte Company, at such other address as the
Company shall have furnished to the Purchaser iitingr Notices that are mailed shall be deemediveckfive (5) days after deposit in the
United States mail. Notices sent by courier or pigdrt delivery shall be deemed received two (2)sdafyer they have been so sent.

Section 8.6 Severabilitih case any provision of this Agreement shalfcaend by a court of law to be invalid, illegal, or
unenforceable, the validity, legality, and enfoluéty of the remaining provisions of this Agreemeshall not in any way be affected or
impaired thereby.

Section 8.7 Expens@&he Company and the Purchaser shall each beapothe expenses and legal fees in connection vaih t
consummation of this transaction.

Section 8.8 Titles and Subtgitl&he titles of the sections and subsections af Algireement are for convenience of reference and
are not to be considered in construing this Agregme

Section 8.9 Counterpartdis Agreement may be executed in any numbeoohterparts, each of which shall be an original, bu
all of which together shall constitute one instrune

Section 8.10 Delays or OmissioNo delay or omission to exercise any right, pqweremedy accruing to the Company or to
holder of any securities issued or to be issuedureter shall impair any such right, power, or reynagfithe Company or such holder, nor shall
it be construed to be a waiver of any breach cawlefinder this Agreement, or an acquiescenceithereof or in any similar breach or default
thereafter occurring; nor shall any failure to any right, power, or remedy or any waiverrf single breach or a waiver of any other
right, power, or remedy or breach or default thefiare or thereafter occurring. All remedies, eithader this Agreement, or by law or
otherwise afforded to the Company or any holdea|ldfe cumulative and not alternative.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties heretoehaxecuted this Agreement as of the date firgtevriabove.

CHIMERA INVESTMENT CORPORATION ANNALY CAPITAL MANAGEMENT, INC.
By: By:
Name Name

Title: Title:



Exhibit 3.2
CHIMERA INVESTMENT CORPORATION
AMENDED AND RESTATED BYLAWS
ARTICLE |
OFFICES

Section 1. PRINCIPAL OFFICFEThe principal office of Chimera Investment Comgtown (the “Corporation”) in the State of Maryland
shall be located at such place as the Board ofcRire may designate.

Section 2. ADDITIONAL OFFICESThe Corporation may have additional offices, uidéhg a principal executive office, at such places
as the Board of Directors may from time to timeedetine or the business of the Corporation may requi

ARTICLE Il
MEETINGS OF STOCKHOLDERS

Section 1. PLACEAII meetings of stockholders shall be held atphiecipal executive office of the Corporation ¢rsach other place as
shall be set by the Board of Directors and statetié notice of the meeting.

Section 2. ANNUAL MEETING An annual meeting of the stockholders for thet®® of directors and the transaction of any besin
within the powers of the Corporation shall be hatdthe date and at the time set by the Board adbors during the month of June of each
year, beginning in 200!

Section 3. SPECIAL MEETINGS

(a) General. The chairman of the BoarBioéctors, the president, the chief executiveceffj or the Board of Directors may call a special
meeting of the stockholders. Subject to subsechpof this Section 3, a special meeting of stodttbrs shall also be called by the secretary of
the Corporation upon the written request of theldtolders entitled to cast not less than a majaitgil the votes entitled to be cast at such
meeting.

(b) Stockholder Requested Special Mestift) Any stockholder of record seeking to haweldholders request a special meeting shall,
by sending written notice to the secretary of tlogpOration (the “Record Date Request Notice”) lyistered mail, return receipt requested,
request the Board of Directors to fix a record datdetermine the stockholders entitled to reqaegiecial meeting (the “Request Record
Date”). The Record Date Request Notice shall s#h fime purpose of the meeting and the mattersgzegbto be acted on at it, shall be signed
by one or more stockholders of record as of the dasignature (or their agents duly authorized writing accompanying the Record Date
Request Notice), shall bear the date of signatiiemch such stockholder (or such agent) and seifbsth all information relating to each such
stockholder that must be disclosed in solicitatiohproxies for election of directors in an electicontest (even if an election contest is not
involved), or is otherwise required, in each




case pursuant to Regulation I4A (or any successstigion) under the Securities Exchange Act of 13&lamended (the “Exchange Act”).
Upon receiving the Record Date Request NoticeBiterd of Directors may fix a Request Record Datee Request Record Date shall not
precede and shall not be more than ten days ataetidse of business on the date on which theutgplfixing the Request Record Date is
adopted by the Board of Directors. If the Boardakctors, within ten (10) days after the date dricl a valid Record Date Request Notice is
received, fails to adopt a resolution fixing thegRest Record Date, the Request Record Date shtielbdose of business on the tenth (10th)
day after the first date on which the Record Daggust Notice is received by the secretary.

(2) In order for any stockholder to resju@ special meeting, one or more written requesta special meeting signed by stockholders of
record (or their agents duly authorized in a wgtatcompanying the request) as of the Request B&=te entitled to cast not less than a
majority (the “Special Meeting Percentage”) ofalthe votes entitled to be cast at such meetimg (®pecial Meeting Request”) shall be
delivered to the secretary. In addition, the Sgedigeting Request (a) shall set forth the purpdsbd® meeting and the matters proposed to be
acted on at it (which shall be limited to thoseflawnatters set forth in the Record Date Requegsiddageceived by the secretary), (b) shall |
the date of signature of each such stockholdesyoh agent) signing the Special Meeting Requessh@ll set forth the name and address, as
they appear in the Corporati@books, of each stockholder signing such requesin( whose behalf the Special Meeting Requesgised), the
class, series and number of all shares of stotheo€orporation which are owned by each such studk, and the nominee holder for, and
number of, shares owned by such stockholder baakfibut not of record, (d) shall be sent to teergtary by registered mail, return receipt
requested, and (e) shall be received by the segnetthin sixty (60) days after the Request Reddede. Any requesting stockholder (or agent
duly authorized in a writing accompanying the reataan or Special Meeting Request) may revoke has,aon its request for a special meeting at
any time by written revocation delivered to therséary.

(3) The secretary shall inform the redingsstockholders of the reasonably estimated ebgteparing and mailing the notice of meeting
(including the Corporation’s proxy materials). T$exretary shall not be required to call a specegdting upon stockholder request and such
meeting shall not be held unless, in addition ®edhcuments required by paragraph (2) of this 8e@&(b), the secretary receives payment of
such reasonably estimated cost prior to the préparand mailing of any notice of the meeting.

(4) Except as provided in the next secgeany special meeting shall be held at such ptiate and time as may be designated by the
chairman of the Board of Directors, president, thiecutive officer or Board of Directors, whoeves called the meeting. In the case of any
special meeting called by the secretary upon theest of stockholders (a “Stockholder Requestedtikigg, such meeting shall be held at
such place, date and time as may be designatdwetBdard of Directors; provided, however, thatda& of any Stockholder Requested
Meeting shall be not more than ninety (90) dayerdfie record date for such meeting (the “Meetiegdd Date”); and provided further that if
the Board of Directors fails to designate, withen {10) days after the date that a valid Speciativg Request is actually received by the
secretary (the “Delivery Date”), a date and timeddstockholder Requested Meeting, then such neestiall be held at 2:00 p.m. local time on
the ninetieth (90th) day after
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the Meeting Record Date or, if such ninetieth (P@dy is not a Business Day (as defined below}herfirst preceding Business Day; and
provided further that in the event that the BodrBioectors fails to designate a place for a Stadéthr Requested Meeting within ten (10) days
after the Delivery Date, then such meeting shaliéld at the principal executive office of the Canattion. In fixing a date for any special
meeting, the chairman of the Board of Directorgsjtent, chief executive officer or Board of Distmay consider such factors as he, she or
it deems relevant within the good faith exercisbudiness judgment, including, without limitatidine nature of the matters to be considered,
the facts and circumstances surrounding any redoiete meeting and any plan of the Board of Oivexto call an annual meeting or a spe
meeting. In the case of any Stockholder Requestegtilh, if the Board of Directors fails to fix a Bténg Record Date that is a date within
thirty (30) days after the Delivery Date, then thase of business on the thirtieth (30th) day afterDelivery Date shall be the Meeting Record
Date. The Board of Directors may revoke the ndiiceany Stockholder Requested Meeting in the ethattthe requesting stockholders fail to
comply with the provisions of paragraph (3) of tBisction 3(b).

(5) If written revocations of requests floe special meeting have been delivered to theetay and the result is that stockholders of
record (or their agents duly authorized in writinas of the Request Record Date, entitled to eastthan the Special Meeting Percentage have
delivered, and not revoked, requests for a spewigting to the secretary, the secretary shalf tfile notice of meeting has not already been
mailed, refrain from mailing the notice of the nmiegtand send to all requesting stockholders whe het revoked such requests written notice
of any revocation of a request for the special imgebr (ii) if the notice of meeting has been radilind if the secretary first sends to all
requesting stockholders who have not revoked regdi@sa special meeting written notice of any atimn of a request for the special mee
and written notice of the secretary’s intentiomadgoke the notice of the meeting revoke the natiche meeting at any time before ten (10)
days before the commencement of the meeting. Aguyes for a special meeting received after a reiatéy the secretary of a notice of a
meeting shall be considered a request for a neviapaeeting.

(6) The chairman of the Board of Direstdhe chief executive officer, the president @ Board of Directors may appoint regionally or
nationally recognized independent inspectors aftelas to act as the agent of the CorporationHerpgurpose of promptly performing a
ministerial review of the validity of any purport&pecial Meeting Request received by the secretanythe purpose of permitting the
inspectors to perform such review, no such purportguest shall be deemed to have been deliverte twecretary until the earlier of (i) ten
(10) Business Days after receipt by the secrethsyich purported request and (ii) such date agttependent inspectors certify to the
Corporation that the valid requests received bystwetary represent at least a majority of theeidsnd outstanding shares of stock that w
be entitled to vote at such meeting. Nothing caowdiin this paragraph (6) shall in any way be qoest to suggest or imply that the
Corporation or any stockholder shall not be erditte contest the validity of any request, whethairdy or after such ten (10) Business Day
period, or to take any other action (including,heitt limitation, the commencement, prosecutionefedse of any litigation with respect
thereto, and the seeking of injunctive relief ilslitigation).
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(7) For purposes of these Bylaws, “BusiBay” shall mean any day other than a Saturd8ynalay or a day on which banking
institutions in the State of New York are authodize obligated by law or executive order to close.

Section 4. NOTICENOot less than ten (10) nor more than ninety ¢(89)s before each meeting of stockholders, the wagrehall give to
each stockholder entitled to vote at such meetimbta each stockholder not entitled to vote wherititled to notice of the meeting written or
printed notice stating the time and place of theting and, in the case of a special meeting otlzerwise may be required by any statute, the
purpose for which the meeting is called, eithenail, by presenting it to such stockholder persignaly leaving it at the stockholder’s
residence or usual place of business or by any atkeans permitted by state law. If mailed, suchcedahall be deemed to be given when
deposited in the United States mail addressedetsttickholder at the stockholder’s address agieas on the records of the Corporation, with
postage thereon prepaid.

Subject to Section 11(a) of this Artitleany business of the Corporation may be trarshat an annual meeting of stockholders without
being specifically designated in the notice, exaejh business as is required by any statute stalbed in such notice. No business shall be
transacted at a special meeting of stockholdersptxas specifically designated in the notice.

Section 5. ORGANIZATION AND CONDUCTEvery meeting of stockholders shall be condubtedn individual appointed by the
Board of Directors to be chairman of the meetingrothe absence of such appointment, by the clzairai the Board of Directors or, in the
case of a vacancy in the office or absence of tlaérman of the Board of Directors, by one of thiéofeing officers present at the meeting: the
vice chairman of the Board of Directors, if theeedne, the president, the vice presidents in tirdier of rank and seniority, or, in the absence
of such officers, a chairman chosen by the stoddrslby the vote of a majority of the votes casstogkholders present in person or by proxy.
The secretary, or, in the secretary’s absencessistant secretary, or in the absence of botheébietary and assistant secretaries, an individual
appointed by the Board of Directors or, in the aloseof such appointment, an individual appointedhgychairman of the meeting shall act as
secretary. In the event that the secretary presitdasneeting of the stockholders, an assistanétey, or in the absence of an assistant
secretary, an individual appointed by the Boar®ioéctors or the chairman of the meeting, shalbrdd¢he minutes of the meeting. The orde
business and all other matters of procedure at@sting of stockholders shall be determined byctte@rman of the meeting. The chairman of
the meeting may prescribe such rules, regulatiodspaocedures and take such actions as, in theetlst of such chairman, are appropriate
the proper conduct of the meeting, including, withiimitation, (a) restricting admission to the &rset for the commencement of the meeting;
(b) limiting attendance at the meeting to stockkadbf record of the Corporation, their duly authed proxies or other such individuals as the
chairman of the meeting may determine; (c) limitpegticipation at the meeting on any matter toldtotders of record of the Corporation
entitled to vote on such matter, their duly authedi proxies and other such individuals as the ofeirof the meeting may determine; (d)
limiting the time allotted to questions or commelmysparticipants; (e) determining when the pollsidtl be opened and closed; (f) maintaining
order and security at the meeting; (g) removing stogkholder or any other individual who refusesamply with meeting procedures, rules or
guidelines as set forth
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by the chairman of the meeting; and (h) concludirgmeeting or recessing or adjourning the meetraglater date and time and place
announced at the meeting. Unless otherwise detethbig the chairman of the meeting, meetings ofks$tolclers shall not be required to be
held in accordance with the rules of parliamentancedure.

Section 6. QUORUMALt any meeting of stockholders, the presenceeisgn or by proxy of stockholders entitled to @astajority of all
the votes entitled to be cast at such meeting gnratter shall constitute a quorum; but this secsball not affect any requirement under any
statute or the charter of the Corporation (the @) for the vote necessary for the adoptionmyf eneasure. If, however, such quorum shall
not be present at any meeting of the stockholdleeschairman of the meeting shall have the poweardjourn the meeting from time to time t
date not more than one hundred twenty (120) dags thfe original record date without notice otheart announcement at the meeting. At such
adjourned meeting at which a quorum shall be ptes@y business may be transacted which might haea transacted at the meeting as
originally notified.

The stockholders present either in pesdoy proxy, at a meeting which has been dulyecbdind convened, may continue to transact
business until adjournment, notwithstanding théndriawal of enough stockholders to leave less thaguoaum.

Section 7. VOTINGA plurality of all the votes cast at a meetingstdckholders duly called and at which a quoruprésent shall be
sufficient to elect a director. Each share may dted for as many individuals as there are diredoitse elected and for whose election the ¢
is entitled to be voted. A majority of the votestcat a meeting of stockholders duly called andtath a quorum is present shall be sufficient
to approve any other matter which may properly ctefere the meeting, unless more than a majorith@f/otes cast is required by statute or
by the Charter. Unless otherwise provided by stadutby the Charter, each outstanding share okstegardless of class, shall be entitled to
one vote on each matter submitted to a vote atedingeof stockholders.

Section 8. PROXIESA stockholder may cast the votes entitled tods by the shares of stock owned of record by tiiekkolder in
person or by proxy executed by the stockholderyahk stockholder’s duly authorized agent in anyine permitted by law. Such proxy or
evidence of authorization of such proxy shall tedfiwith the secretary of the Corporation beforatathe meeting. No proxy shall be valid
more than eleven (11) months after its date, urdéssrwise provided in the proxy.

Section 9. VOTING OF SHARES BY CERTAIN HDERS. Shares of stock of the Corporation registereitiénname of a corporation,
partnership, trust or other entity, if entitledd® voted, may be voted by the president or a viesigent, a general partner or trustee thereof, as
the case may be, or a proxy appointed by any ofatfegyoing individuals, unless some other persoan tds been appointed to vote such shares
pursuant to a bylaw or a resolution of the govegriindy of such corporation or other entity or agrest of the partners of a partnership
presents a certified copy of such bylaw, resolutipagreement, in which case such person may vote shares. Any director or other fiduci
may vote shares of stock registered in his or herenas such fiduciary, either in person or by pr®hares of stock of the Corporation directly
or indirectly owned by it shall not




be voted at any meeting and shall not be countel@termining the total number of outstanding sharegled to be voted at any given time,
unless they are held by it in a fiduciary capaditywhich case they may be voted and shall be @olimt determining the total number of
outstanding shares at any given time.

The Board of Directors may adopt by re8oh a procedure by which a stockholder may oeitifwriting to the Corporation that any
shares of stock registered in the name of the btdkr are held for the account of a specified @eigther than the stockholder. The resolution
shall set forth the class of stockholders who makerthe certification, the purpose for which thaifieation may be made, the form of
certification and the information to be containedtj if the certification is with respect to a ogd date or closing of the stock transfer booke
time after the record date or closing of the stinpaksfer books within which the certification mbst received by the Corporation; and any o
provisions with respect to the procedure whichBbard of Directors considers necessary or desir&@nereceipt of such certification, the
person specified in the certification shall be relgd as, for the purposes set forth in the ceatifin, the stockholder of record of the specified
shares of stock in place of the stockholder whoesdke certification.

Section 10. INSPECTORShe Board of Directors, in advance of any meetingy, but need not, appoint one or more individual
inspectors or one or more entities that desigmatiziduals as inspectors to act at the meetinghgraajournment thereof. If an inspector or
inspectors are not appointed, the individual piiegiét the meeting may, but need not, appoint esmaare inspectors. In case any person who
may be appointed as an inspector fails to appeactothe vacancy may be filled by appointment madthe Board of Directors in advance of
the meeting or at the meeting by the chairmaneftieeting. The inspectors, if any, shall deterntfigenumber of shares outstanding and the
voting power of each, the shares represented ahéming, the existence of a quorum, the validityf affect of proxies, and shall receive votes,
ballots or consents, hear and determine all chgdlermnd questions arising in connection with tgbtrio vote, count and tabulate all votes,
ballots or consents, determine the result, andudb acts as are proper to conduct the electiomter with fairness to all stockholders. Each
such report shall be in writing and signed by hinher or by a majority of them if there is morenthane inspector acting at such meeting. If
there is more than one inspector, the report ofpority shall be the report of the inspectors. Téygort of the inspector or inspectors on the
number of shares represented at the meeting amdshés of the voting shall be prima facie evidetitereof.

Section 11. ADVANCE NOTICE OF STOCKHOLDEYOMINEES FOR DIRECTOR AND OTHER STOCKHOLDER PROPALS .

(a) Annual Meetings of Stockholders. Kihminations of individuals for election to the Bdaf Directors and the proposal of other
business to be considered by the stockholders maydule at an annual meeting of stockholders (§yaunt to the Corporation’s notice of
meeting, (ii) or at the direction of the Board dfdéxtors or (iii) by any stockholder of the Corpiiwa who was a stockholder of record both at
the time of giving of notice by the stockholdemasvided for in this Section 11(a) and at the tmhéhe annual meeting, who is entitled to vote
at the meeting and who has complied with this 8actil(a).
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(2) For nominations or other busineskagroperly brought before an annual meeting lpekbolder pursuant to clause (iii) of
paragraph (a)(1) of this Section 11, the stockhahdast have given timely notice thereof in writitogthe secretary of the Corporation and such
other business must otherwise be a proper mattercton by the stockholders. To be timely, a stmitter’s notice shall set forth all
information required under this Section 11 andIdteidelivered to the secretary at the princip&loexive office of the Corporation not earlier
than the one hundred fiftieth (150th) day nor labemn 5:00 p.m., Eastern Time, on the one hundvedtieth (120th) day prior to the first (1st)
anniversary of the date of mailing of the noticetfte preceding year's annual meeting; provideeveéner, that in the event that the date of the
annual meeting is advanced or delayed by morettiietg (30) days from the first (1st) anniversafitioe date of the preceding year's annual
meeting, notice by the stockholder to be timely nngsso delivered not earlier than the one hunfifiéeth (150th) day prior to the date of su
annual meeting and not later than 5:00 p.m., EaStene, on the later of the one hundred twenti&t0th) day prior to the date of such annual
meeting or the tenth (10th) day following the dayvehich public announcement of the date of suchtimgés first made. The public
announcement of a postponement or adjournment ahanal meeting shall not commence a new time gdoiothe giving of a stockholder’s
notice as described above. Such stockholder'sastiall set forth (i) as to each individual whore stockholder proposes to nominate for
election or reelection as a director, (A) the naage, business address and residence address$hadhdividual, (B) the class, series and nun
of any shares of stock of the Corporation thatoemeficially owned by such individual, (C) the dateh shares were acquired and the
investment intent of such acquisition and (D) #tley information relating to such individual thatrequired to be disclosed in solicitations of
proxies for election of directors in an electiomtast (even if an election contest is not involyen)is otherwise required, in each case pursuan
to Regulation 14A (or any successor provision) uride Exchange Act and the rules thereunder (imotuduch individual’s written consent to
being named in the proxy statement as a nominegcasetving as a director if elected); (ii) as ty ather business that the stockholder
proposes to bring before the meeting, a descriptf@uch business, the reasons for proposing susinéss at the meeting and any material
interest in such business of such stockholder agdséockholder Associated Person (as defined beloividually or in the aggregate,
including any anticipated benefit to the stockholaled the Stockholder Associated Person thereftiijnas to the stockholder giving the not
and any Stockholder Associated Person, the claggssand number of all shares of stock of the @@ton which are owned by such
stockholder and by such Stockholder AssociatedoReisany, and the nominee holder for, and nundfeshares owned beneficially but not of
record by such stockholder and by any such Stodend\ssociated Person; (iv) as to the stockholdeng the notice and any Stockholder
Associated Person covered by clauses (ii) ordfithis paragraph (2) of this Section 11(a), thmeand address of such stockholder, as they
appear on the Corporation’s stock ledger and ctrrame and address, if different, and of such Stolder Associated Person; and (v) to the
extent known by the stockholder giving the notibe, name and address of any other stockholder stipgpthe nominee for election or
reelection as a director or the proposal of othesiress on the date of such stockholder’s notice.

(3) Notwithstanding anything in this sabson (a) of this Section 11 to the contrary,Ha event the Board of Directors increases the
number of directors in accordance with Article Blection 2 of these Bylaws, and there is ho publitouncement of such action at least one
hundred thirty (130) days prior to the first (1athniversary of the date of mailing of the notice of
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the preceding year's annual meeting, a stockhaddestice required by this Section 11(a) shall @ls@onsidered timely, but only with respect
to nominees for any new positions created by snctease, if it shall be delivered to the secresuhe principal executive office of the
Corporation not later than 5:00 p.m., Eastern Tiamethe tenth (10th) day following the day on whselth public announcement is first made
by the Corporation.

(4) For purposes of this Section 11, tRtwlder Associated Person” of any stockholderlshabn (i) any person controlling, directly or
indirectly, or acting in concert with, such stoclder, (ii) any beneficial owner of shares of statkhe Corporation owned of record or
beneficially by such stockholder and (iii) any mersontrolling, controlled by or under common cohtith such Stockholder Associated
Person.

(b) Special Meetings of Stockholders.yOsuch business shall be conducted at a specidlmgex stockholders as shall have been
brought before the meeting pursuant to the Corgmratnotice of meeting. Nominations of individudds election to the Board of Directors
may be made at a special meeting of stockholdeshigh directors are to be elected (i) pursuarh&oCorporation’s notice of meeting, (ii) by
or at the direction of the Board of Directors ai) frovided that the Board of Directors has detieied that directors shall be elected at such
special meeting, by any stockholder of the Corponatvho is a stockholder of record both at the twhgiving of notice provided for in this
Section 11 and at the time of the special meetimg is entitled to vote at the meeting and who diedpwith the notice procedures set forth in
this Section 11. In the event the Corporation cakpecial meeting of stockholders for the purpdsdecting one or more individuals to the
Board of Directors, any such stockholder may nomeian individual or individuals (as the case mayfbeelection as a director as specifiec
the Corporation’s notice of meeting, if the stockles’s notice required by paragraph (2) of thistiec11(a) shall be delivered to the secretary
at the principal executive office of the Corporatimt earlier than the one hundred fiftieth (15@thY prior to such special meeting and not
later than 5:00 p.m., Eastern Time, on the latehefone hundred twentieth (120th) day prior tchsspecial meeting or the tenth (10th) day
following the day on which public announcementistfmade of the date of the special meeting anl@hominees proposed by the Board of
Directors to be elected at such meeting. The puatrlitouncement of a postponement or adjournmenspéeial meeting shall not commence a
new time period for the giving of a stockholdertgtine as described above.

(c) General. (1) Upon written requestliy secretary or the Board of Directors or any cdiemthereof, any stockholder proposing a
nominee for election as a director or any propfmabther business at a meeting of stockholderl pravide, within five (5) Business Days of
delivery of such request (or such other period ag be specified in such request), written verifaat satisfactory, in the discretion of the
Board of Directors or any committee thereof or anyhorized officer of the Corporation, to demortsttae accuracy of any information
submitted by stockholder pursuant to this Sectibnlfla stockholder fails to provide such writtegrification in such period, the information as
to which written verification was requested maydeemed to have been provided in accordance wihSction 11.

(2) Only such individuals who are nomeathin accordance with this Section 11 shall bel#igor election by stockholders as directors,
and only such business shall be conducted at angesftstockholders as shall have been broughtrbefe meeting in accordance with this
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Section 11. The chairman of the meeting shall Haggower to determine whether a nomination orathgr business proposed to be brought
before the meeting was made or proposed, as tleentag be, in accordance with this Section 11.

(3) For purposes of this Section 11 tlfe)“date of mailing of the notice” shall mean thage of the proxy statement for the solicitation of
proxies for election of directors and (b) “publitcr@uncement” shall mean disclosure (i) in a preksase reported by the Dow Jones News
Service, Associated Press, Business Wire, PR Naeswicomparable news service or (ii) in a docunpeslicly filed by the Corporation with
the Securities and Exchange Commission pursughet&xchange Act.

(4) Notwithstanding the foregoing prowiss of this Section 11, a stockholder shall alsomy with all applicable requirements of state
law and of the Exchange Act and the rules and egiguis thereunder with respect to the mattersostit fn this Section 11. Nothing in this
Section 11 shall be deemed to affect any rightstbakholder to request inclusion of a proposahar, the right of the Corporation to omit a
proposal from, the Corporation’s proxy statemenmspant to Rule 14a-8 (or any successor provisiodeuthe Exchange Act.

Section 12. VOTING BY BALLOT Voting on any question or in any election maywh& voce unless the presiding officer shall order
or any stockholder shall demand that voting beddioh

Section 13. CONTROL SHARE ACQUISITION ACNotwithstanding any other provision of the Chadethese Bylaws, Title 3,
Subtitle 7 of the Maryland General Corporation L@wany successor statute) (the “MGCkHall not apply to any acquisition by any perso
shares of stock of the Corporation. This sectioy b&repealed, in whole or in part, at any timeethier before or after an acquisition of
control shares and, upon such repeal, may, toxtemeprovided by any successor bylaw, apply tosmysequent control share acquisition.

ARTICLE 1lI
DIRECTORS

Section 1. GENERAL POWERShe business and affairs of the Corporation df@lhanaged under the direction of its Board of
Directors.

Section 2. NUMBER, TENURE AND QUALIFICADINS. At any regular meeting or at any special meetitpd for that purpose, a
majority of the entire Board of Directors may edigth) increase or decrease the number of diregtdr®ut shareholder approval, provided that
the number thereof shall never be less than thewmam number, if any, required by the MGCL, nor mtran fifteen (15), and further provic
that the tenure of office of a director shall netdffected by any decrease in the number of direcéd all times, except in the case of a
vacancy, a majority of the Board of Directors shallindependent Directors (as defined below). Rempurposes of these Bylawsndepender
Director” shall mean a director of the Corporatimino meets the independence requirements undeulégeand regulations of the New York
Stock Exchange as in effect from time to time.

Section 3. ANNUAL AND REGULAR MEETINGSAN annual meeting of the Board of Directors sballheld immediately after and at
the same place as the annual meeting of

-9-




stockholders, no notice other than this Bylaw beiagessary. In the event such meeting is not b tied meeting may be held at such time
place as shall be specified in a notice given asihafter provided for special meetings of the Bioafr Directors. The Board of Directors may
provide, by resolution, the time and place forltléing of regular meetings of the Board of Direstwithout other notice than such resoluti

Section 4. SPECIAL MEETINGSSpecial meetings of the Board of Directors magdiléed by or at the request of the chairman of the
Board of Directors, the chief executive officere thresident or by a majority of the directors threnffice. The person or persons authorized to
call special meetings of the Board of Directors rfiayny place as the place for holding any spetiakting of the Board of Directors called
them. The Board of Directors may provide, by resoly the time and place for the holding of spenigletings of the Board of Directors
without other notice than such resolution.

Section 5. NOTICENOotice of any special meeting of the Board ofedtors shall be delivered personally or by teleghetectronic
mail, facsimile transmission, United States maitourier to each director at his or her businesgesidence address. Notice by personal
delivery, telephone, electronic mail or facsimii@ntsmission shall be given at least twenty fou) (®urs prior to the meeting. Notice by Uni
States mail shall be given at least three (3) gaips to the meeting. Notice by courier shall beegi at least two (2) days prior to the meeting.
Telephone notice shall be deemed to be given wikeditector or his or her agent is personally gisech notice in a telephone call to which
the director or his or her agent is a party. Etagtr mail notice shall be deemed to be given upansmission of the message to the electronic
mail address given to the Corporation by the dinedtacsimile transmission notice shall be deeroduktgiven upon completion of the
transmission of the message to the number givémet@orporation by the director and receipt of mpleted answer-back indicating receipt.
Notice by United States mail shall be deemed tgiben when deposited in the United States mail @rigpaddressed, with postage ther
prepaid. Notice by courier shall be deemed to bergivhen deposited with or delivered to a couriepprly addressed. Neither the business to
be transacted at, nor the purpose of, any anregjar or special meeting of the Board of Directoged be stated in the notice, unless
specifically required by statute or these Bylaws.

Section 6. QUORUMA majority of the directors shall constitute aoqum for transaction of business at any meetingp@Board of
Directors, provided that, if less than a majorifysoch directors are present at said meeting, antapf the directors present may adjourn the
meeting from time to time without further noticedgprovided further that if, pursuant to applicalale, the Charter or these Bylaws, the vote
of a majority of a particular group of directorgégjuired for action, a quorum must also includeagority of such group.

The directors present at a meeting whih been duly called and convened may continuansdct business until adjournment,
notwithstanding the withdrawal of enough directioréeave less than a quorum.

Section 7. VOTING The action of the majority of the directors prasa a meeting at which a quorum is present sfeathe action of tt
Board of Directors, unless the concurrence of atgreproportion is required for such action by a&atile law, the Charter or these Bylaws.
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If enough directors have withdrawn from a meetim¢ptive less than a quorum but the meeting isdjotiened, the action of the majority of
that number of directors necessary to constitufeaum at such meeting shall be the action of thar@® of Directors, unless the concurrenc
a greater proportion is required for such actiorapplicable law, the Charter or these Bylaws.

Section 8. ORGANIZATIONALt each meeting of the Board of Directors, thaighan of the Board of Directors or, in the abseofcéhe
chairman, the vice chairman of the Board of Dirextd any, shall act as chairman of the meetinghk absence of both the chairman and vice
chairman of the Board of Directors, the chief exiseuofficer or in the absence of the chief exeaitfficer, the president or in the absence of
the president, a director chosen by a majorityhefdirectors present, shall act as chairman ofrtbeting. The secretary or, in his or her
absence, an assistant secretary of the Corporatiom,the absence of the secretary and all assistretaries, a person appointed by the
chairman, shall act as secretary of the meeting.

Section 9. TELEPHONE MEETING ®irectors may participate in a meeting by medrs aonference telephone or other
communications equipment if all persons participgin the meeting can hear each other at the samee Participation in a meeting by these
means shall constitute presence in person at tie¢éinge

Section 10. CONSENT BY DIRECTORS WITHOWIMEETING . Any action required or permitted to be takenrat meeting of the
Board of Directors may be taken without a meetihg,consent in writing or by electronic transmissto such action is given by each director
and is filed with the minutes of proceedings of Buard of Directors.

Section 11. VACANCIES

(a) Until such time as the Corporatiosdraes subject to Section 3-804(c) of the MGCLoifdny reason any or all the directors cease tc
be directors, such event shall not terminate the@@ation or affect these Bylaws or the powershefriemaining directors hereunder (even if
fewer than three (3) directors remain). Any vacancythe Board of Directors for any cause other #naimcrease in the number of directors
shall be filled by a majority of the remaining diters, even if such majority is less than a quorAnmy vacancy in the number of directors
created by an increase in the number of directag Ine filled by a majority vote of the entire BoafDirectors. Any individual so elected as
director shall serve until the next annual meetihgtockholders and until his or her successoleisted and qualifies.

(b) At such time as the Corporation beesrsubject to Section&@4(c) of the MGCL, if for any reason any or ak tllirectors cease to
directors, such event shall not terminate the Qargan or affect these Bylaws or the powers ofrdraaining directors hereunder (even if fe
than three (3) directors remain). Except as magrbeided by the Board of Directors in setting teans of any class or series of shares of
stock, any vacancy on the Board of Directors mafilleel only by a majority of the remaining direc$p even if the remaining directors do not
constitute a quorum. Any director elected to fillacancy shall serve for the remainder of thetérin of the directorship in which the vacancy
occurred and until a successor is elected andfepsali
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Section 12. COMPENSATIONDiIrectors shall receive such salary for theivgsss and/or compensation per year and/or per nggeti
and/or per visit to real property or other faciiiowned, leased or to be acquired by the Corporatid for any service or activity they
performed or engaged in as directors as providetidyesolution of the Board of Directors. Direstonay be reimbursed for expenses of
attendance, if any, at each annual, regular oriap@eeting of the directors or of any committeertfof and for their expenses, if any, in
connection with each property visit and any otlevise or activity they performed or engaged imiasctors; but nothing herein contained
shall be construed to preclude any directors frerming the Corporation in any other capacity angkiving compensation therefor.

Section 13. LOSS OF DEPOSITSo director shall be liable for any loss whichynwecur by reason of the failure of the bank, trust
company, savings and loan association, or othétutien with whom moneys or shares of stock hagerbdeposited.

Section 14. SURETY BONDS3Jnless required by law, no director shall be gduiéd to give any bond or surety or other sectoityhe
performance of any of his or her duties.

Section 15. RELIANCEEach director, officer, employee and agent of@beporation shall, in the performance of his ar dheties with
respect to the Corporation, be fully justified grdtected with regard to any act or failure toiaatliance in good faith upon the books of
account or other records of the Corporation, upopgnion of counsel or upon reports made to thgp@m@tion by any of its officers or
employees or by the adviser, accountants, appsaisesther experts or consultants selected by teedBof Directors or officers of the
Corporation, regardless of whether such counsekpert may also be a director.

Section 16. CERTAIN RIGHTS OF DIRECTORH;FICERS, EMPLOYEES AND AGENTSThe directors shall have no
responsibility to devote their full time to the aifs of the Corporation. Any director or officemployee or agent of the Corporation, in his or
her personal capacity or in a capacity as an afifijiemployee, or agent of any other person, @raike, may have business interests and
engage in business activities similar to or in tiddito or in competition with those of or relatitigthe Corporation.

ARTICLE IV
COMMITTEES

Section 1. NUMBER, TENURE AND QUALIFICATDINS. The Board of Directors may appoint from amongnimbers an Audit
Committee, a Compensation Committee, a Nominatirty@orporate Governance Committee and such otmemdttees as the Board of
Director may deem appropriate, composed of onearerdirectors, to serve at the pleasure of the do&birectors.

Section 2. POWERS he Board of Directors may delegate to commiteggsointed under Section 1 of this Article anytef powers of
the Board of Directors, except as prohibited by.law

Section 3. MEETINGSNotice of committee meetings shall be given mmshme manner as notice for special meetings @dlaed of
Directors.
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A majority of the members of any comnétshall constitute a quorum for the transactiobusiness at any meeting of the committee.
The act of a majority of the committee membersgmeat a meeting shall be the act of such committee Board of Directors may designate a
chairman of any committee, and such chairman dheérabsence of such chairman, any two membensyof@nmittee (if there are at least two
(2) members of the committee) may fix the time plate of its meeting unless the Board of Direcsirall otherwise provide. In the absence of
any member of any such committee, the membersdhpresent at any meeting, whether or not they titoies a quorum, may appoint another
director to act in the place of such absent member.

Each committee shall keep minutes gpiteceedings.

Section 4. TELEPHONE MEETING®1embers of a committee of the Board of Directoisy participate in a meeting by means of a
conference telephone or other communications ecgrpihall persons participating in the meeting baar each other at the same time.
Participation in a meeting by these means shabtitoite presence in person at the meeting.

Section 5. CONSENT BY COMMITTEES WITHOWMEETING . Any action required or permitted to be takenrat meeting of a
committee of the Board of Directors may be takethaut a meeting, if a consent in writing or by #élenic transmission to such action is given
by each member of the committee and is filed withminutes of proceedings of such committee.

Section 6. VACANCIESSubject to the provisions hereof, the Board a€Btors shall have the power at any time to change
membership of any committee, to fill all vacanciesgesignate alternate members to replace anyabsdisqualified member or to dissolve
any such committee.

ARTICLE V
OFFICERS

Section 1. GENERAL PROVISIONS he officers of the Corporation shall includeragident, a secretary, a treasurer, a chairmameof t
Board of Directors, a chief executive officer, deftoperating officer, a chief financial officerh@ad of investments, a head of underwriting,
one or more assistant secretaries, one or morgtassireasurers, and may include one or morepriegidents. In addition, the Board of
Directors may from time to time elect such othdicefs with such powers and duties as it shall deenessary or desirable. The officers of the
Corporation shall be elected annually by the Badmirectors, except that the chief executive @fior president may from time to time
appoint one or more vice presidents, assistanet®@s and assistant treasurers or other offiézsh officer shall hold office until his or her
successor is elected and qualifies or until hisesrdeath, or his or her resignation or removah@manner hereinafter provided. Any two (2
more offices except president and vice president lmesheld by the same person. Election of an afficeagent shall not of itself create conti
rights between the Corporation and such officexgant.
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Section 2. REMOVAL AND RESIGNATIONAny officer or agent of the Corporation may bmoxed, with or without cause, by the
Board of Directors if in its judgment the best net&ts of the Corporation would be served therebysbch removal shall be without prejudice
to the contract rights, if any, of the person sngeed. Any officer of the Corporation may resigraay time by giving written notice of his or
her resignation to the Board of Directors, the mhan of the Board of Directors, the president erghcretary. Any resignation shall take effect
immediately upon its receipt or at such later tspecified in the notice of resignation. The accegptsof a resignation shall not be necessary to
make it effective unless otherwise stated in tisggreation. Such resignation shall be without prigjedo the contract rights, if any, of the
Corporation.

Section 3. VACANCIESA vacancy in any office may be filled by the Boaf Directors for the balance of the term.

Section 4. CHIEF EXECUTIVE OFFICER he Board of Directors shall designate a chiefoexive officer. In the absence of such
designation, the chairman of the Board of Direcsirall be the chief executive officer of the Comgdm. The chief executive officer shall have
general responsibility for implementation of thdigies of the Corporation, as determined by therBad Directors, and for the managemen
the business and affairs of the Corporation. Hehermay execute any deed, mortgage, bond, cootratier instrument, except in cases wi
the execution thereof shall be expressly deledayetie Board of Directors or by these Bylaws to eather officer or agent of the Corporat
or shall be required by law to be otherwise exatuaed in general shall perform all duties incidenthe office of chief executive officer and
such other duties as may be prescribed by the Bufdditectors from time to time.

Section 5. CHIEF OPERATING OFFICERhe Board of Directors shall designate a chiefraping officer. The chief operating officer
shall have the responsibilities and duties asm#t by the Board of Directors or the chief exeoafficer.

Section 6. HEAD OF INVESTMENT.SThe Board of Directors shall designate a heddwdstments. The head of investments shall |
the responsibilities and duties as set forth byBbard of Directors or the chief executive officer.

Section 7. CHIEF FINANCIAL OFFICERThe Board of Directors shall designate a chigdificial officer. The chief financial officer
shall have the responsibilities and duties asasét by the Board of Directors or the chief execsifficer.

Section 8. HEAD OF UNDERWRITINGThe Board of Directors shall designate a heashderwriting. The head of underwriting shall
have the responsibilities and duties as set fortthe Board of Directors or the chief executivaasf.

Section 9. CHAIRMAN OF THE BOARDThe Board of Directors shall designate a chairofahe Board of Directors. The chairmar
the Board of Directors shall preside over the nmgstiof the Board of Directors and of the stockhidde which he shall be present. The
chairman of the Board of Directors shall perforralsother duties as may be assigned to him or hénédBoard of Directors.
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Section 10. PRESIDENTN the absence of a chief executive officer,ghesident shall in general supervise and conttalfahe
business and affairs of the Corporation. In theeabs of a designation of a chief operating offlsgthe Board of Directors, the president shall
be the chief operating officer. He or she may eteeany deed, mortgage, bond, contract or otherimsint, except in cases where the
execution thereof shall be expressly delegatedéyBbard of Directors or by these Bylaws to soneiobfficer or agent of the Corporation or
shall be required by law to be otherwise execuwded;in general shall perform all duties incidentht® office of president and such other duties
as may be prescribed by the Board of Directors friome to time.

Section 11. VICE PRESIDENT® the absence of the president or in the eveatvacancy in such office, the vice presidenany, (or
in the event there be more than one vice presidéd,presidents in the order designated at the tiftheir election or, in the absence of any
designation, then in the order of their electiamlsperform the duties of the president and wteaaing shall have all the powers of and be
subject to all the restrictions upon the presidant shall perform such other duties as from tiongnte may be assigned to such vice president
by the president or by the Board of Directors. Board of Directors may designate one or more viesigdents as executive vice president,
senior vice president or as vice president foripalgr areas of responsibility.

Section 12. SECRETARYThe secretary shall (a) keep the minutes of thegedings of the stockholders, the Board of Dinescand
committees of the Board of Directors in one or maweks provided for that purpose; (b) see thanatices are duly given in accordance with
the provisions of these Bylaws or as required lay [&) be custodian of the corporate records arti@Eeal of the Corporation; (d) keep a
register of the post office address of each stockdntavhich shall be furnished to the secretary doghsstockholder; (e) have general charge of
the stock transfer books of the Corporation; ahéh(feneral perform such other duties as from tionééme may be assigned to him or her by
the chief executive officer, the president or by Board of Directors.

Section 13. TREASURERT he treasurer shall have the custody of the famdlssecurities of the Corporation and shall kedpphd
accurate accounts of receipts and disbursemebizoks belonging to the Corporation and shall de@dsinoneys and other valuable effects in
the name and to the credit of the Corporation shalepositories as may be designated by the Bddbitectors. In the absence of a
designation of a chief financial officer by the Boa@f Directors, the treasurer shall be the chiwdricial officer of the Corporation.

The treasurer shall disburse the fundb®fCorporation as may be ordered by the Boamireictors, taking proper vouchers for such
disbursements, and shall render to the presidehBaard of Directors, at the regular meetings efBward of Directors or whenever it may so
require, an account of all his or her transactem$reasurer and of the financial condition of@oeporation.

If required by the Board of Directorse ttneasurer shall give the Corporation a bond ahswm and with such surety or sureties as shall
be satisfactory to the Board of Directors for taihful performance of the duties of his or heliagfand for the restoration to the Corporation,
in case of his or her death, resignation, retirdroememoval from office, of all
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books, papers, vouchers, moneys and other propewiatever kind in his or her possession or ufimigeor her control belonging to the
Corporation.

Section 14. ASSISTANT SECRETARIES AND ASTANT TREASURERS The assistant secretaries and assistant tregasimrer
general, shall perform such duties as shall bgasdito them by the secretary or treasurer, reispdgctor by the president or the Board of
Directors. The assistant treasurers shall, if reglby the Board of Directors, give bonds for thighfful performance of their duties in such
sums and with such surety or sureties as shaktisfactory to the Board of Directors.

Section 15. SALARIESThe salaries (and other compensation), if anyheffficers shall be fixed from time to time hetindependent
Directors or a committee thereof and no officedld@ prevented from receiving such salary or ottenpensation by reason of the fact that he
or she is also a director.

ARTICLE VI
CONTRACTS, LOANS, CHECKS AND DEPOSITS

Section 1. CONTRACTSThe Board of Directors, or a committee of the loaf Directors within the scope of its delegatetharity,
may authorize any officer or agent to enter intp eontract or to execute and deliver any instrunireithe name of and on behalf of the
Corporation and such authority may be general oficed to specific instances. Any agreement, deexftgage, lease or other document shall
be valid and binding upon the Corporation when cduwlthorized or ratified by action of the Board dfdators or such committee and executed
by an authorized person.

Section 2. CHECKS AND DRAFTSAII checks, drafts or other orders for the payth@money, notes or other evidences of
indebtedness issued in the name of the Corporalial be signed by such officer or agent of thep@aation in such manner as shall from time
to time be determined by the Board of Directors.

Section 3. DEPOSIT.AIl funds of the Corporation not otherwise empdyshall be deposited from time to time to the itrefcthe
Corporation in such banks, trust companies or alkgositories as the Board of Directors may desgyna

ARTICLE VII
STOCK

Section 1. CERTIFICATESExcept as otherwise provided in these Bylaws, 8#ction shall not be interpreted to limit thehauty of
the Board of Directors to issue some or all ofghares of any or all of the Corporatisitlasses or series without certificates. Eactkbtder,
upon written request to the secretary of the Catpam, shall be entitled to a certificate or céstifes which shall represent and certify the
number of shares of each class of stock held bgtthekholder in the Corporation. Each certificdtalkbe signed by the chairman of the Board
of Directors, the president, the chief executiviécef, the chief operating officer, the head of
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investments, the chief financial officer or a vipesident and countersigned by the secretary assistant secretary or the treasurer or an
assistant treasurer and may be sealed with theiseay, of the Corporation. The signatures maibeer manual or facsimile. Certificates

shall be consecutively numbered; and if the Corimmashall, from time to time, issue several classistock, each class may have its own
number series. A certificate is valid and may Iseiésl whether or not an officer who signed it i$ ati officer when it is issued. Each certific
representing shares which are restricted as totilagisferability or voting powers, which are preéel or limited as to their dividends or as to
their allocable portion of the assets upon liqu@tabr which are redeemable at the option of thep@a@tion, shall have a statement of such
restriction, limitation, preference or redemptigoyision, or a summary thereof, plainly stated lom ¢ertificate. If the Corporation has authc

to issue stock of more than one class, the catdishall contain on the face or back a full statenor summary of the designations and any
preferences, conversion and other rights, votinggs, restrictions, limitations as to dividends atiter distributions, qualifications and terms
and conditions of redemption of each class of stk if the Corporation is authorized to issue preferred or special class in series, the
differences in the relative rights and preferermetsveen the shares of each series to the extgnhthwe been set and the authority of the Board
of Directors to set the relative rights and prefiees of subsequent series. In lieu of such statearesummary, the certificate may state that the
Corporation will furnish a full statement of suetidrmation to any stockholder upon request andautttharge. If any class of stock is
restricted by the Corporation as to transferabitite certificate shall contain a full statementha restriction or state that the Corporation will
furnish information about the restrictions to tieckholder on request and without charge.

Section 2. TRANSFERSJpon surrender to the Corporation or the tranafgnt of the Corporation of a stock certificatéydindorsed
or accompanied by proper evidence of successigsigrasent or authority to transfer, the Corporasball issue a new certificate to the person
entitled thereto, cancel the old certificate armbrd the transaction upon its books.

The Corporation shall be entitled to tité@ holder of record of any share of stock ashttider in fact thereof and, accordingly, shall not
be bound to recognize any equitable or other ctaior interest in such share or on the part of@hgr person, whether or not it shall have
express or other notice thereof, except as otherprigvided by the laws of the State of Maryland.

Notwithstanding the foregoing, transfefshares of any class of stock will be subjedlimespects to the Charter and all of the terms
and conditions contained therein.

Section 3. REPLACEMENT CERTIFICATENYy officer designated by the Board of Directorgy direct a new certificate to be issued
in place of any certificate previously issued by @orporation alleged to have been lost, stolaestroyed upon the making of an affidavit of
that fact by the person claiming the certificatdéolost, stolen or destroyed. When authorizinggheance of a new certificate, an officer
designated by the Board of Directors may, in hika@rdiscretion and as a condition precedent tisteance thereof, require the owner of such
lost, stolen or destroyed certificate or the owséghal representative to advertise the same im sumner as he or she shall require and/or to
give bond, with sufficient surety, to the Corpooati
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to indemnify it against any loss or claim which neaise as a result of the issuance of a new aatéi

Section 4. CLOSING OF TRANSFER BOOKS ORING OF RECORD DATE. The Board of Directors may set, in advance, andkc
date for the purpose of determining stockholdetiled to notice of or to vote at any meeting afcitholders or determining stockholders
entitled to receive payment of any dividend orahetment of any other rights, or in order to makéetermination of stockholders for any of
proper purpose. Such date, in any case, shalleptibr to the close of business on the day therdedate is fixed and shall be not more than
ninety (90) days and, in the case of a meetingaafkiolders, not less than ten (10) days, befaredtite on which the meeting or particular
action requiring such determination of stockhold&rsecord is to be held or taken.

In lieu of fixing a record date, the Bdaf Directors may provide that the stock transieoks shall be closed for a stated period but not
longer than twenty (20) days. If the stock transfeoks are closed for the purpose of determiniagks$tolders entitled to notice of or to vote at
a meeting of stockholders, such books shall beedidar at least ten (10) days before the date c soeeting.

If no record date is fixed and the stoekisfer books are not closed for the determinatfcstockholders, (a) the record date for the
determination of stockholders entitled to noticepfo vote at a meeting of stockholders shallttde close of business on the day on which
the notice of meeting is mailed or the thirtietOtt§ day before the meeting, whichever is the ¢lds¢e to the meeting; and (b) the record date
for the determination of stockholders entitledeogive payment of a dividend or an allotment of atier rights shall be the close of business
on the day on which the resolution of the Boar®wéctors, declaring the dividend or allotment ights, is adopted.

When a determination of stockholderstiemtito vote at any meeting of stockholders hasibmeade as provided in this section, such
determination shall apply to any adjournment thErexcept when (i) the determination has been ntlaaeigh the closing of the transfer books
and the stated period of closing has expired ptH@& meeting is adjourned to a date more tharhonéred and twenty (120) days after the
record date fixed for the original meeting, in eitlof which case a new record date shall be detemis set forth herein.

Section 5. STOCK LEDGERThe Corporation shall maintain at its principtlc® or at the office of its counsel, accountamts$ransfer
agent, an original or duplicate stock ledger canitgj the name and address of each stockholdema&nouimber of shares of each class held by
such stockholder.

Section 6. FRACTIONAL STOCK; ISSUANCE @MITS . The Board of Directors may issue fractional stockrovide for the
issuance of scrip, all on such terms and under santitions as they may determine. Notwithstanding other provision of the Charter or
these Bylaws, the Board of Directors may issuesuronsisting of different securities of the Corpiora Any security issued in a unit shall h,
the same characteristics as any identical secaiiigied by the Corporation, except that the Bo&Rirectors may provide that for a
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specified period securities of the Corporation éskin such unit may be transferred on the bookkefCorporation only in such unit.
ARTICLE VI
ACCOUNTING YEAR
The Board of Directors shall have the povirom time to time, to fix the fiscal year oktiCorporation by a duly adopted resolution.
ARTICLE IX

DISTRIBUTIONS

Section 1. AUTHORIZATION Dividends and other distributions upon the stotthe Corporation may be authorized by the Bodrd o
Directors, subject to the provisions of law and @rerter. Dividends and other distributions mayhil in cash, property or shares of stock of
the Corporation, subject to the provisions of lawd ¢he Charter.

Section 2. CONTINGENCIESefore payment of any dividends or other distiitms, there may be set aside out of any asseteof
Corporation available for dividends or other dlsfitions such sum or sums as the Board of Direchang from time to time, in its absolute
discretion, think proper as a reserve fund for icmy@ncies, for equalizing dividends or other dimttions, for repairing or maintaining any
property of the Corporation or for such other pweas the Board of Directors shall determine tmhke best interest of the Corporation, and
the Board of Directors may modify or abolish anglsueserve.

ARTICLE X
INVESTMENT POLICIES

Subject to the provisions of the Chartiee, Board of Directors may from time to time ad@whend, revise or terminate any policy or
policies with respect to investments by the Corporaas it shall deem appropriate in its sole @iton.

ARTICLE Xl
SEAL

Section 1. SEALThe Board of Directors may authorize the adoptiba seal by the Corporation. The seal shall doritee name of the
Corporation, the year of its incorporation, andwueds “Incorporated Maryland.” The Board of Direit may authorize one or more duplicate
seals and provide for the custody thereof.

Section 2. AFFIXING SEALWhenever the Corporation affixes its seal to eudwent, it shall be sufficient to meet the requieats of
any law, rule or regulation relating to a seal to
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place the word “(SEAL)” adjacent to the signatuféhe person authorized to execute the documebebalf of the Corporation.
ARTICLE XII
INDEMNIFICATION AND ADVANCE OF EXPENSES

To the maximum extent permitted by Mangldaw in effect from time to time, the Corporatisimall indemnify and, without requiring a
preliminary determination of the ultimate entitlemhéo indemnification, shall pay or reimburse resdde expenses in advance of final
disposition of a proceeding to (a) any individu&lons a present or former director or officer af thorporation and who is made or threatened
to be made a party to the proceeding by reasorsdarther service in that capacity or (b) any indiisal who, while a director or officer of the
Corporation and at the request of the Corporasenes or has served as a director, officer, pagintustee of such corporation, real estate
investment trust, partnership, joint venture, trestployee benefit plan or other enterprise and iwmoade or threatened to be made a party to
the proceeding from and against any claim or lighib which such person may become subject omtaich person may incur by reason of his
or her service in that capacity. The Corporatiotyméth the approval of the Board of Directors,aoduly authorized committee thereof,
provide such indemnification and advance for expsris a person who served a predecessor of thetign in any of the capacities
described in (a) or (b) above and to any employesgent of the Corporation or a predecessor o€Cibrporation. The indemnification and
payment of expenses provided in these Bylaws sioalbe deemed exclusive of or limit in any way ottights to which any person seeking
indemnification or payment of expenses may be or bewome entitled under any bylaw, regulation, iasae, agreement or otherwise.

Neither the amendment nor repeal of Antecle, nor the adoption or amendment of any othravision of these Bylaws or the Charter
inconsistent with this Article, shall apply to dfect in any respect the applicability of the préicgy paragraph with respect to any act or failure
to act which occurred prior to such amendment,akpeadoption.

ARTICLE Xl
WAIVER OF NOTICE

Whenever any notice is required to begipursuant to the Charter or these Bylaws or jauntsto applicable law, a waiver thereof in
writing, signed by the person or persons entittedutch notice, whether before or after the timeedttherein, shall be deemed equivalent to the
giving of such notice. Neither the business torbagacted at nor the purpose of any meeting nesdttferth in the waiver of notice, unless
specifically required by statute. The attendancanyf person at any meeting shall constitute a waif’aotice of such meeting, except where
such person attends a meeting for the express geigfaobjecting to the transaction of any busimesthe ground that the meeting is not
lawfully called or convened.
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ARTICLE XIV
AMENDMENT OF BYLAWS
The Board of Directors shall have thelgsiwe power to adopt, alter or repeal any provisibthese Bylaws and to make new Bylaws.
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Exhibit 10.1

MANAGEMENT AGREEMENT

THIS MANAGEMENT AGREEMENT is made as of , 2007 by and between CHIMERA INVEENT
CORPORATION, a Maryland corporation (the “* Compdjyand FIXED INCOME DISCOUNT ADVISORY COMPANY, a 8laware
corporation (together with its permitted assignées,” Managef).

WHEREAS, the Company is a newly organizexporation that intends to elect to be taxed BEH for federal income tax purposes;
and

WHEREAS, the Company desires to retamnNtanager to provide investment advisory servioghé Company on the terms and
conditions hereinafter set forth, and the Managshes to be retained to provide such services.

NOW THEREFORE, in consideration of thetuall agreements herein set forth, the parties bexgtee as follows:
SECTION 1. DEFINITIONSThe following terms have the following meaningsigned to them:

(a) “Agreemehimeans this Management Agreement, as amendedtinoento time.

(b) “ Annaly means Annaly Capital Management, Inc.

(c) “Bankruptéymeans, with respect to any Person, (a) the fibgguch Person of a voluntary petition seekingitigtion,
reorganization, arrangement or readjustment, infamy, of its debts under Title 11 of the Unitecét®s Code or any other federal, state or
foreign insolvency law, or such Person’s filingarswer consenting to or acquiescing in any sudtigret(b) the making by such Person of
any assignment for the benefit of its creditor¥ tiie expiration of sixty (60) days after the fginf an involuntary petition under Title 11 of the
Unites States Code, an application for the appantrof a receiver for a material portion of theeas®f such Person, or an involuntary petition
seeking liquidation, reorganization, arrangementadjustment of its debts under any other fedstate or foreign insolvency law, provided
that the same shall not have been vacated, set asa&tayed within such 60-day period or (d) thieyeagainst it of a final and non-appealable
order for relief under any bankruptcy, insolvencysionilar law now or hereinafter in effect.

(d) “ Base Management Feeeans a base management fee equal to 1.75% pemarcalculated and paid (in cash) quarterly in
arrears, of the Stockholders’ Equity. The Base Mangent Fee will be reduced, but not below zeradhbyCompany'’s proportionate share of
any CDO base management fees the Manager recaigesmection with the CDOs in which the Companyests, based on the percentage of
equity the Company holds in such CDOs.

(e) “Board of Directotsneans the Board of Directors of the Company.




(f) “CDO means a collateralized debt obligation.

(g) “Change of Contfaineans the occurrence of any of the following:

(i) the sale, lease or trandfeone or a series of related transactions|lafrasubstantially all of the assets of the Manage
taken as a whole, or Annaly, taken as a wholepyoRerson other than Annaly (in the case of theddan) or any of its respective
affiliates; or

(i) the acquisition by anyrBen or group (within the meaning of Section 13§y}{r Section 14(d)(2) of the Exchange Act,
or any successor provision), including any grougngdor the purpose of acquiring, holding or disimy of securities (within the
meaning of Rule 13d-5(b)(1) under the Exchange,Aattjer than Annaly or any of its respective adtiis, in a single transaction or in a
related series of transactions, by way of mergarsolidation or other business combination or pasehof beneficial ownership (within
the meaning of Rule 13d-3 under the Exchange Aang successor provision) of 50% or more of thalteoting power of the voting
capital interests of the Manager or Ann:

(h) “Codémeans the Internal Revenue Code of 1986, as aeaend

(i) “Core Earningsneans:

(A) GAAP net income (loss) excluding -cash equity compensation exper

(B) excluding any unrealized gains, &sser other items that do not affect realized mebine (regardless of whether st
items are included in other comprehensive incomess, or in net income); ar

(C) adjusted to exclude «~time events pursuant to changes in GAAP and ceniai-cash charges after discussit
between the Manager and the Independent Directarspproved by a majority of the Independent Daoes
() “Exchange Attmeans the Securities Exchange Act of 1934, andet:

(k) “GAAP means generally accepted accounting principlespgplied in the United States.

() “ Governing Instrumeritseans, with regard to any entity, the articlesn@brporation and bylaws in the case of a corpomnat
certificate of limited partnership (if applicablefd the partnership agreement in the case of aaesrdimited partnership, the articles of
formation and the operating agreement in the chadimited liability company, the trust instrumentthe case of a trust, or similar governing
documents, in each case as amended from time ¢o tim

(m) “Incentive Compensatiomeans an incentive management fee calculategbaitd(in cash) each quarter in arrears equal to
20% of the dollar amount by which Core




Earnings, on a rolling four-quarter basis and keetbe Incentive Compensation, exceeds the prodyt) the weighted average of the issue
price per share of all of our public offerings niplied by the weighted average number of shareonfmon stock outstanding in such quarter
and (2) 0.50% plus one-fourth of the average obtie month LIBOR rate for such quarter and theiptessthree quarters. For the initial four
quarters after the date of this Agreement, Coraifigs and the LIBOR rate will each be calculatedhenbasis of each of the previously
completed fiscal quarters calculated on an anreglasis, with Core Earnings and the LIBOR ratdHerinitial fiscal quarter calculated from
the date of this Agreement on an annualized bakis.Incentive Compensation will be reduced, butbhedow zero, by the Company’s
proportionate share of any CDO incentive managefie&stthe Manager receives in connection with tB®©€in which the Company invests,
based on the percentage of equity the Company hoklsch CDOs.

(n) “Independent Directénmieans the members of the Board of Directors wieonat officers or employees of the Manager or
any Person directly or indirectly controlling omtmlled by the Manager, and who are otherwiseépghdent” in accordance with the
Company’s Governing Instruments and, if applicatiie,rules of any national securities exchange bictwthe Common Stock is listed.

(o) “Investment Company Acheans the Investment Company Act of 1940, as aedn

(p) *Investmentsneans the investments of the Company.
(g) “LIBOR means London Interbank Offered Rate.
() “NYSE means the New York Stock Exchange, Inc.

(s) “Persdmeans any individual, corporation, partnershiing venture, limited liability company, estatajgt, unincorporated
association, any federal, state, county or munigjpgernment or any bureau, department or agerengdf and any fiduciary acting in such
capacity on behalf of any of the foregoing.

(t) “REIT means a “real estate investment trust” as defunatker the Code.
(u) “ Securities Attmeans the Securities Act of 1933, as amended.

(v) “ Stockholdérgquity " means:

(A) the sum of the net proceeds from asyasices of the Compe’s equity securities since inception (allocated qmnce
rata daily basis for such issuances during thalffigaarter of any such issuance),

(B) the Compar’'s retained earnings at the end of such quartehgwittaking into account any r-cash equity
compensation expense incurred in current or piéoiogs), les:
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(C) any amount that the Company pays fpurehases of its common stock, and less any umeshijains, losses or other
items that do not affect realized net income (rélgms of whether such items are included in otbergehensive income or loss,

or in net income), as adjusted to excl

(D) on-time events pursuant to changes in GAAP and ceni@ti-cash charges after discussions between the Manad
the Compan’s Independent Directors and approved by a majofitihie Compan’s Independent Director

(w) “Subsidiarymeans any subsidiary of the Company; any parhigrshe general partner of which is the Compangror
subsidiary of the Company; and any limited liagitbompany, the managing member of which is the Gomipr any subsidiary of the
Company.

(x) “Treasury Regulatiohsieans the regulations promulgated under the Gmuahe time to time, as amended.

SECTION 2. APPOINTMENT AND DUTIES OF THEANAGER .

(a) The Company hereby appoiné Manager to manage the assets of the Compéjgcsto the further terms and conditions set
forth in this Agreement and the Manager herebyegyte use its commercially reasonable efforts téopm each of the duties set forth herein.

The appointment of the Manager shall be exclusivhé Manager except to the extent that the Manatherwise agrees, in its sole and

absolute discretion, and except to the extentttteaManager elects, pursuant to the terms of thieément, to cause the duties of the Manager

hereunder to be provided by third parties.

(b) The Manager, in its capaais manager of the assets and the day-to-daptimes of the Company, at all times will be subject

to the supervision of the Company’s Board of Dioestand will have only such functions and authasithe Company may delegate to it
including, without limitation, the functions andtharity identified herein and delegated to the Mgerehereby. The Manager will be

responsible for the day-to-day operations of then@any and will perform (or cause to be performeahsservices and activities relating to the

assets and operations of the Company as may bemjie, including, without limitation:

(i) serving as the Comp’s consultant with respect to the periodic reviewhefinvestment criteria and parameters for
Investments, borrowings and operations, any maifins to which shall be approved by a majorityhaf Independent Directors (such
policy guidelines as initially approved and attathereto as Exhibit Aas the same may be modified with such approkal; t
Guidelines"), and other policies for approval by the Board ofdotors;

(ii) investigating, analyziagd selecting possible investment opportunitiesaagliring, financing, retaining, selling,
restructuring, or disposing of Investments conaistéth the Guidelines
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(iif) with respect to prospigetpurchases, sales, or exchanges of Investneamtducting negotiations, on behalf of-
Company, with sellers and purchasers and theiemis@ agents, representatives and investment bsi

(iv) negotiating and enteringp, on behalf of the Company, credit finance agrents, repurchase agreements,
securitizations, commercial paper, CDOs, interast swaps, warehouse facilities and all other agee¢s and instruments required for
the Company to conduct its busine

(v) engaging and supervisimgbehalf of the Company and at the Com|'s expense, independent contractors w
provide investment banking, mortgage brokerageyritéxs brokerage, other financial services, diigelice services, underwriting
review services, and all other services as maygeired relating to the Investmen

(vi) coordinating and managogerations of any joint venture or-investment interests held by the Company
conducting all matters with the joint venture o-investment partner:

(vii) providing executive andministrative personnel, office space and offiises required in rendering services to the
Company;

(viii) administering the day-tlay operations of the Company and performingsumgrvising the performance of such
other administrative functions necessary in theagament of the Company as may be agreed upon aheger and the Board of
Directors, including, without limitation, the codigon of revenues and the payment of the Compathgtds and obligations and
maintenance of appropriate computer services t@persuch administrative function

(ix) communicating on behdiftike Company with the holders of any equity ortdszurities of the Company as required
to satisfy the reporting and other requirementargf governmental bodies or agencies or trading etsudnd to maintain effective
relations with such holder

(x) counseling the Compangdmnection with policy decisions to be made byBberd of Directors

(xi) evaluating and recommendio the Board of Directors hedging strategiesemghging in hedging activities on bet



of the Company, consistent with such strategiespanodified from time to time, with the Compangtatus as a REIT, and with the
Guidelines;

(xii) counseling the Compaegarding the maintenance of its status as a REdThamitoring compliance with the vario
REIT qualification tests and other rules set ouhim Code and Treasury Regulations thereunder sing sommercially reasonable
efforts to cause the Company to qualify for taxatie a REIT




(xiii) counseling the Compamgarding the maintenance of its exemption fromitivestment Company Act and
monitoring compliance with the requirements for maining an exemption from that the Investment CanypAct and using
commercially reasonable efforts to cause the Compmmaintain such exclusion from the status asmaestment company under the
Investment Company Ac

(xiv) assisting the Company&veloping criteria for asset purchase commitm#ratsare specifically tailored to tl
Company’s investment objectives and making avalabithe Company its knowledge and experience rgipect to mortgage loans,
real estate, real est-related securities, other real es-related assets and r-real estate related asse¢

(xv) furnishing reports andttical and economic research to the Companydégathe Company’s activities and
services performed for the Company by the Mane

(xvi) monitoring the operatipgrformance of the Investments and providing plcioeports with respect thereto to
Board of Directors, including comparative infornoatiwith respect to such operating performance amigibted or projected operating
results;

(xvii) investing and-investing any moneys and securities of the Comfatjuding investing in shc-term Investment
pending investment in other Investments, paymeifeed, costs and expenses, or payments of dividendistributions to stockholders
and partners of the Company) and advising the Cagnpa to its capital structure and capital rais

(xviii) causing the Companyréain qualified accountants and legal counsehpgicable, to assist in developi
appropriate accounting procedures, compliance prges and testing systems with respect to finame@drting obligations and
compliance with the provisions of the Code applieab REITs and to conduct quarterly compliancéeeg with respect theret

(xix) assisting the Companyiralifying to do business in all applicable juiitns and to obtain and maintain
appropriate license

(xx) assisting the Compangamplying with all regulatory requirements applitsato the Company in respect of
business activities, including preparing or causmbe prepared all financial statements requiredeu applicable regulations and
contractual undertakings and all reports and docusné any, required under the Exchange Act amd3bcurities Act or by the NYS

(xxi) assisting the Companyaking all necessary actions to enable the Companyake required tax filings and repol
including soliciting stockholders for required infiaation to the extent provided by the provisionshef Code applicable to REIT
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(xxii) placing, or arrangingrfthe placement of, all orders pursuant to it®#tmnent determinations for the Company either
directly with the issuer or with a broker or dedliecluding any affiliated broker or deale

(xxiii) handling and resolviad claims, disputes or controversies (includifidiigation, arbitration, settlement or other
proceedings or negotiations) in which the Compaay tve involved or to which the Company may be sittgesing out of the
Company’s day-to-day operations (other than withNManager or its affiliates), subject to such latiins or parameters as may be
imposed from time to time by the Board of Direcfc

(xxiv) using commercially reasble efforts to cause expenses incurred by @ebalf of the Company to be commercii
reasonable or commercially customary and within luygeted parameters or expense guidelines seel§dard of Directors from tin
to time;

(xxv) representing and makiagommendations to the Company in connection vaighpturchase and finance of, ¢
commitment to purchase and finance, mortgage I6iaokiding on a portfolio basis), real estate, resthte-related securities, other real
estat-related assets and r-real estat-related assets, and the sale and commitment tewsl asset:

(xxvi) advising the Companytimiespect to and structuring lc-term financing vehicles for the Comp¢'s portfolio of
assets, and offering and selling securities pubbelprivately in connection with any such struetdifinancing

(xxvii) performing such otheervices as may be required from time to time fanagement and other activities relating to
the assets and business of the Company as the BbBitkctors shall reasonably request or the Managall deem appropriate under
the particular circumstances; a

(xxviii) using commerciallyasonable efforts to cause the Company to comply alitapplicable laws

Without limiting the foregoing, the Manager will fherm portfolio management services (the “ Poriddlanagement ServicEson behalf of
the Company with respect to the Investments. Saplices will include, but not be limited to, corntsug) with the Company on the purchase
sale of, and other investment opportunities in eation with, the Company’s portfolio of assets; tioflection of information and the
submission of reports pertaining to the Compang&ets, interest rates and general economic conslitieriodic review and evaluation of the
performance of the Company’s portfolio of assetsing as liaison between the Company and bankirmgtgage banking, investment banking
and other parties with respect to the purchasanéimg and disposition of assets; and other custpfaactions related to portfolio
management. Additionally, the Manager will perfamonitoring services (the * Monitoring Servic§on behalf of the Company with respect
to any loan servicing activities provided by thparties. Such Monitoring Services will include, gt be limited to, negotiating servicing
agreements; acting as a liaison between the seswi¢e¢he assets and the Company; review of
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servicers’ delinquency, foreclosure and other respon assets; supervising claims filed under asyrance policies; and enforcing the
obligation of any servicer to repurchase assets.

(c) For the period and on therts and conditions set forth in this Agreemerg,@lompany hereby constitutes, appoints and
authorizes the Manager as its true and lawful agedtattorney-in-fact, in its name, place and steadegotiate, execute, deliver and enter into
such credit finance agreements and arrangementseguogities repurchase and reverse repurchasenagméezand arrangements, brokerage
agreements, interest rate swap agreements andtehagreements, instruments and authorizatiorits drehalf on such terms and conditions
as the Manager, acting in its sole and absolu@etisn, deems necessary or appropriate. This pofvattorney is deemed to be coupled with
an interest.

(d) The Manager may enter exjoeements with other parties, including its &ff#is, for the purpose of engaging one or more
parties for and on behalf, and at the sole costeapénse, of the Company to provide property mamagé asset management, leasing,
development and/or other services to the Comparyu@ing, without limitation, Portfolio Manageme®érvices and Monitoring Services)
pursuant to agreement(s) with terms which are tustomary for agreements regarding the provisioseofices to companies that have assets
similar in type, quality and value to the assetthef Companyprovidedthat (i) any such agreements entered into withiatiis of the Manager
shall be (A) on terms no more favorable to suclia than would be obtained from a third partyamarm’slength basis and (B) to the extt
the same do not fall within the provisions of theid&lines, approved by a majority of the Independrectors, (ii) with respect to Portfolio
Management Services, (A) any such agreementstshallibject to the Company’s prior written appravad (B) the Manager shall remain
liable for the performance of such Portfolio Managat Services, and (iii) with respect to Monitori@grvices, any such agreements shall be
subject to the Company'’s prior written approval.

(e) To the extent that the Mgaradeems necessary or advisable, the Managerfroaytime to time, propose to retain one or rr
additional entities for the provision of sub-adviseervices to the Manager in order to enable th@ader to provide the services to the
Company specified by this Agreemeptpvidedthat any such agreement (i) shall be on terms anditions substantially identical to the terms
and conditions of this Agreement or otherwise ribveaise to the Company, (ii) shall not result inrareased Base Management Fee, Incentive
Compensation, or expenses to the Company, andglféill be approved by the Independent Directoth@Company.

(f) The Manager may retain, dod on behalf and at the sole cost and expentbe @ompany, such services of accountants, legal
counsel, appraisers, insurers, brokers, transfemtagregistrars, developers, investment bankanéial advisors, due diligence firms,
underwriting review firms, banks and other lendmrd others as the Manager deems necessary orlaldvis@onnection with the management
and operations of the Company. Notwithstandinglsingtcontained herein to the contrary, the Manapatl have the right to cause any such
services to be rendered by its employees or d@fgiaThe Company shall pay or reimburse the Manaigis affiliates performing such servic
for the cost thereofrovidedthat such costs and reimbursements are no gréatethose which would be payable

8




to outside professionals or consultants engageérmrm such services pursuant to agreements mgoton an arm’s-length basis.

(g9) The Manager may effect saations by or through the agency of another penstimit or its affiliates which have an
arrangement under which that party or its affikatéll from time to time provide to or procure filre Manager and/or its affiliates goods,
services or other benefits (including, but not tedito, research and advisory services; econonti@alitical analysis, including valuation and
performance measurement; market analysis, datg@otdtion services; computer hardware and softivaidental to the above goods and
services; clearing and custodian services and imeazg related publications), the nature of whichush that provision can reasonably be
expected to benefit the Company as a whole andawmiatyibute to an improvement in the performancthefCompany or the Manager or its
affiliates in providing services to the Companyterms that no direct payment is made but insteadvthnager and/or its affiliates undertake to
place business with that party.

(h) In executing portfolio tsattions and selecting brokers or dealers, the ianaill use its best efforts to seek on behalhef
Company the best overall terms available. In agsgsise best overall terms available for any tratisa, the Manager shall consider all factors
that it deems relevant, including without limitatithe breadth of the market in the security, theepof the security, the financial condition and
execution capability of the broker or dealer, amelteasonableness of the commission, if any, lwotthé specific transaction and on a
continuing basis. In evaluating the best overathteavailable, and in selecting the broker or detalexecute a particular transaction, the
Manager may also consider whether such brokera@edéurnishes research and other information orises to the Manager.

(i) The Manager has no dutybligation to seek in advance competitive biddiogthe most favorable commission rate applici
to any particular purchase, sale or other transactr to select any broker-dealer on the basits gfurported or “posted” commission rate, but
will endeavor to be aware of the current levelludirges of eligible broker-dealers and to minimiee éxpense incurred for effecting purchases,
sales and other transactions to the extent consisith the interests and policies of the Compakithough the Manager will generally seek
competitive commission rates, it is not requiregay the lowest commission or commission equivalgrtvided that such decision is made in
good faith to affect the best interests of the Canyp

() As frequently as the Managey deem necessary or advisable, or at the direof the Board of Directors, the Manager shall,
at the sole cost and expense of the Company, mepacause to be prepared, with respect to argstment, reports and other information \
respect to such Investment as may be reasonahlgsea by the Company.

(k) The Manager shall preparesause to be prepared, at the sole cost and sgdérthe Company, all reports, financial or
otherwise, with respect to the Company reasonauajyired by the Board of Directors in order for @@mpany to comply with its Governing
Instruments or any other materials required toiled fvith any governmental body or agency, andlgirabare, or cause to be prepared, all
materials and data necessary to complete




such reports and other materials including, witHmoitation, an annual audit of the Company’s booksccount by a nationally recognized
independent accounting firm.

() The Manager shall prepagular reports for the Board of Directors to enab&eBoard of Directors to review the Company’s
acquisitions, portfolio composition and charactess credit quality, performance and compliancéhwiie Guidelines and policies approved by
the Board of Directors.

(m) Notwithstanding anythingntained in this Agreement to the contrary, excephe extent that the payment of additional
moneys is proven by the Company to have been edjais a direct result of the Manager’s acts or sionis which result in the right of the
Company to terminate this Agreement pursuant tei@ea5 of this Agreement, the Manager shall notdspiired to expend money (“ Excess
Funds”) in connection with any expenses that are reguioebe paid for or reimbursed by the Company pamsto Section 9 in excess of that
contained in any applicable Company Account (asihatefined) or otherwise made available by the gamy to be expended by the Manager
hereunder. Failure of the Manager to expend Ex€ands out-of-pocket shall not give rise or be atidouting factor to the right of the
Company under Section 13(a) of this Agreementnoiteate this Agreement due to the Manager’s urfsatisry performance.

(n) In performing its dutiesdam this Section 2, the Manager shall be entitbeictly reasonably on qualified experts and
professionals (including, without limitation, acedants, legal counsel and other service provid@rsyl by the Manager at the Company’s sole
cost and expense.

SECTION 3. DEVOTION OF TIME; ADDITIONAL ATIVITIES .

(a) The Manager will providetB@ompany with a management team, including a GExetutive Officer, President, a Chief
Investment Officer, a Chief Credit Officer, a Chighancial Officer, and other support personneprimvide the management services to be
provided by the Manager to the Company hereundenrtembers of which team shall devote such of thre& to the management of the
Company as the Board of Directors reasonably desosssary and appropriate, commensurate with viekdé activity of the Company from
time to time.

(b) The Company shall havelibgefit of the Manager’s best judgment and bestifi rendering services and, in furtherance of
the foregoing, the Manager shall not undertakevitiets which, in its reasonable judgment, will stargially and adversely affect the
performance of its obligations under this Agreement

(c) Except to the extent settfan clauses (a) and (b) above, nothing hereall ginevent the Manager or any of its affiliatesaoy
of the officers and employees of any of the foragdrom engaging in other businesses or from rengeservices of any kind to any other
person or entity, including investment in, or advisservice to others investing in, any type ofestment, including investments which meet
the principal investment objectives of the Compdre Manager and its affiliates may invest for tloevn accounts and for the accounts of
clients in various investments that are senior, p@ssu or junior to, or have interests different

10




from or adverse to, the investments that are oviyetthe Company. Furthermore, the Manager serves/astment adviser to other funds and
accounts, and its affiliates manage their own astsoand the Manager and its affiliates may makestment decisions for their own accounts
and for the accounts of others, including othedfjrihat may be different from those that will bada by the Manager for the Company. When
making investment decisions where a conflict oéliast may arise, the Manager will endeavor toraatfair and equitable manner as between
the Company and other clients. The Manager magr&tio times be simultaneously seeking to purckassell) investments from the
Company and sell (or purchase) the same investfoeatsimilar entity, including other funds, for igh it serves as asset manager now or in
the future, or for its clients or affiliates. Alish activities will be conducted in accordance wlith Manager’s allocation policy (as such policy
may be amended from time to time). In addition,Menager and its affiliates may buy securities frmmsell securities to the Company to the
extent permitted by applicable law.

(d) Managers, partners, officemployees and agents of the Manager or afiliatéhe Manager may serve as directors, officers,
employees, agents, nominees or signatories foEtmepany or any Subsidiary, to the extent permittgtheir Governing Instruments or by ¢
resolutions duly adopted by the Board of Direcfmrssuant to the Company’s Governing Instrumentsei\xecuting documents or otherwise
acting in such capacities for the Company, sucbhqrer shall use their respective titles in the Campa

SECTION 4. AGENCY The Manager shall act as agent of the Companyaking, acquiring, financing and disposing of Irtwesnts,
disbursing and collecting the Company’s funds, payhe debts and fulfilling the obligations of tBempany, supervising the performance of
professionals engaged by or on behalf of the Compad handling, prosecuting and settling any cladinsr against the Company, the Board
of Directors, holders of the Company’s securitiethe Company’s representatives or properties.

SECTION 5. BANK ACCOUNTSAL the direction of the Board of Directors, theivager may establish and maintain one or more banl
accounts in the name of the Company or any Sulbigi¢éay such account, a * Company Accot)ptand may collect and deposit funds into
such Company Account or Company Accounts, and digbfunds from any such Company Account or Compergounts, under such terms
and conditions as the Board of Directors may apgrand the Manager shall from time to time renggrapriate accountings of such
collections and payments to the Board of Directord, upon request, to the auditors of the Compayyp Subsidiary.

SECTION 6. RECORDS; CONFIDENTIALITYThe Manager shall maintain appropriate booksobants and records relating to
services performed under this Agreement, and saokdof account and records shall be accessibliespection by representatives of the
Company or any Subsidiary at any time during normainess hours upon reasonable advance noticedMi@hager shall keep confidential any
and all information obtained in connection with gevices rendered under this Agreement and sbiadiaclose any such information (or use
the same except in furtherance of its duties utldsrAgreement) to nonaffiliated third parties exic@) with the prior written consent of the
Board of Directors; (ii) to legal counsel, accourttaand other professional advisors; (iii) to apg@es, financing sources and others in the
ordinary course of the Company'’s business; (ijdwernmental officials having jurisdiction

11




over the Company; (v) in connection with any goveental or regulatory filings of the Company or ttistire or presentations to Company
investors; or (vi) as required by law or legal @es to which the Manager or any Person to whontodisce is permitted hereunder is a party.
The foregoing shall not apply to information whiths previously become publicly available throughdhtions of a Person other than the
Manager not resulting from the Manager’s violatarihis Section 6. The provisions of this Sectiosh@ll survive the expiration or earlier
termination of this Agreement for a period of ot ear.

SECTION 7. OBLIGATIONS OF MANAGER; RESTRICTIONS

(a) The Manager shall requiketeseller or transferor of investment assetseéd®mpany to make such representations and
warranties regarding such assets as may, in tligrjadt of the Manager, be necessary and appropiiedeldition, the Manager shall take such
other action as it deems necessary or approprigter@gard to the protection of the Investments.

(b) The Manager shall refraionfi any action that, in its sole judgment madedadyfaith, (i) is not in compliance with the
Guidelines, (ii) would adversely affect the stadfishe Company as a REIT under the Code or (iijMwiolate any law, rule or regulation of
any governmental body or agency having jurisdictear the Company or any Subsidiary or that wotletwise not be permitted by the
Company’s Governing Instruments. If the Managerdered to take any such action by the Board oéd@ars, the Manager shall promptly
notify the Board of Directors of the Manager’s juggnt that such action would adversely affect status or violate any such law, rule or
regulation or the Governing Instruments. Notwithsliag the foregoing, the Manager, its directorficefs, stockholders and employees shall
not be liable to the Company or any Subsidiary Bbard of Directors, or the Company’s or any Suibsids stockholders or partners, for any
act or omission by the Manager, its directors ceffs, stockholders or employees except as provid8edction 11 of this Agreement.

(c) The Board of Directors pelically reviews the Guidelines and the Comparportfolio of Investments but will not review e
proposed investment, except as otherwise provigegim If a majority of the Independent Directoegedmine in their periodic review of
transactions that a particular transaction doesowiply with the Guidelines, then a majority of thdependent Directors will consider what
corrective action, if any, can be taken. The Managall be permitted to rely upon the directiorthad Secretary of the Company to evidence
the approval of the Board of Directors or the Inslegent Directors with respect to a proposed investm

(d) The Company shall not iiesCDOs or any security structured or managethbyManager or any affiliate thereof, unless (i)
the Investment is made in accordance with the Gingeand (ii) such Investment is approved in adeany a majority of the Independent
Directors.

(e) The Manager shall at ale@s during the term of this Agreement maintaindestand omissions” insurance coverage and other
insurance coverage which is customarily carriegptmperty, asset and investment managers perforfuimgions similar to those of the
Manager under this Agreement with respect to assetitar to the assets of the Company, in an
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amount which is comparable to that customarily nedied by other managers or servicers of similaetss

SECTION 8. COMPENSATION

(a) During the Initial Term aady Renewal Term (each as defined below), the @omphall pay the Manager the Base
Management Fee quarterly in arrears commencingtivlguarter in which this Agreement was executégth(such initial payment pro-rated
based on the number of days during such quartethisaAgreement was in effect).

(b) The Manager shall compweteinstallment of the Base Management Fee witliityt(30) days after the end of the fiscal
quarter with respect to which such installmentaggble. A copy of the computations made by the Idango calculate such installment shall
thereafter, for informational purposes only andjeciin any event to Section 13(a) of this Agreempromptly be delivered to the Board of
Directors and, upon such delivery, payment of sastallment of the Base Management Fee shown thefeill be due and payable no later
than the date which is five (5) business days #fitedate of delivery to the Board of Directorso€h computations.

(c) The Base Management Feeligect to adjustment pursuant to and in accordatitbethe provisions of Section 13(a) of this
Agreement.

(d) In addition to the Base Mgement Fee otherwise payable hereunder, the Cgnspaii pay the Manager quarterly Incentive
Compensation. The Company shall pay the Incentm@iznsation quarterly in arrears commencing wighaiharter in which this Agreement
was executed (with such initial payment pro-ratadda on the number of days during such quartethisfgreement was in effect).

(e) The Manager shall compwateheinstallment of the Incentive Compensation witthirty (30) days after the end of each fiscal
guarter with respect to which such installmentagable. A copy of the computations made by the Man#o calculate such installment shall
thereafter, for informational purposes only andjeciin any event to Section 13(a) of this Agreempromptly be delivered to the Board of
Directors and, upon such delivery, payment of sastallment of the Incentive Compensation showmetimeshall be due and payable no later
than the date which is five (5) business days #fitedate of delivery to the Board of Directorso€h computations.

SECTION 9. EXPENSES OF THE COMPANYhe Company shall pay all of its expenses and sfimburse the Manager for
documented expenses of the Manager incurred arelftalf (collectively, the “ Expens&sexcepting those expenses that are specifica#y t
responsibility of the Manager as set forth herBxpenses include all costs and expenses whichxaressly designated elsewhere in this
Agreement as the Company’s, together with the fahg:

(a) expenses in connection whithissuance and transaction costs incident ta¢haisition, disposition and financing of
Investments;
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(b) costs of legal, tax, acding, consulting, auditing, administrative and othienilar services rendered for the Company by
providers retained by the Manager or, if providgdhe Manager’'s employees, in amounts which argreater than those which would be
payable to outside professionals or consultantagedsto perform such services pursuant to agresmegbtiated on an arm’s-length basis;

(c) the compensation of thegjpeihdent Directors and expenses of the Companystdis and the cost of liability insurance to
indemnify the Company’s directors and officers;

(d) costs associated with thimlglishment and maintenance of any credit fagditr other indebtedness of the Company (including
commitment fees, accounting fees, legal fees, mipand other similar costs) or any securities offgy of the Company;

(e) expenses connected withroamications to holders of securities of the Companigs Subsidiaries and other bookkeeping and
clerical work necessary in maintaining relationghwiolders of such securities and in complying wlith continuous reporting and other
requirements of governmental bodies or agenciefyding, without limitation, all costs of prepariagd filing required reports with the
Securities and Exchange Commission, the costs p@bglthe Company to any transfer agent and regigtrconnection with the listing and/or
trading of the Company’s stock on any exchangefdbe payable by the Company to any such exchang@ninection with its listing, costs of
preparing, printing and mailing the Company’s amaport to its stockholders and proxy materialthwespect to any meeting of the
stockholders of the Company;

(f) costs associated with aagnputer software or hardware, electronic equipmepurchased information technology services
from third party vendors that is used solely far ompany;

(g) expenses incurred by marggsdficers, employees and agents of the Managerdvel on the Company’s behalf and other
out-of-pocket expenses incurred by managers, offi@anployees and agents of the Manager in cormmegfith the purchase, financing,
refinancing, sale or other disposition of an Inwestt or establishment and maintenance of any diadiities and other indebtedness or any
securities offerings of the Company;

(h) costs and expenses incuwigld respect to market information systems andipations, research publications and materials,
and settlement, clearing and custodial fees andresgs;

(i) compensation and expengésedCompany’s custodian and transfer agent,yif an
() the costs of maintainingrqaiance with all federal, state and local ruled eggulations or any other regulatory agency;
(k) all taxes and license fees;
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() all insurance costs incdrie connection with the operation of the Comparsiness except for the costs attributable to the
insurance that the Manager elects to carry folfitse its employees;

(m) costs and expenses incumreabntracting with third parties, including aféites of the Manager, for the servicing and special
servicing of assets of the Company;

(n) all other costs and exparrstating to the Company’s business and investmgarttations, including, without limitation, the
costs and expenses of acquiring, owning, protectiraintaining, developing and disposing of Investtagincluding appraisal, reporting, audit
and legal fees;

(o) expenses relating to arfice(s) or office facilities, including but not lited to disaster backup recovery sites and faedjti
maintained for the Company or Investments sepérae the office or offices of the Manager;

(p) expenses connected withpdgments of interest, dividends or distributiomgash or any other form authorized or caused
made by the Board of Directors to or on accournthefholders of securities of the Company or itssgliaries, including, without limitation, in
connection with any dividend reinvestment plan;

(q) any judgment or settlemefpending or threatened proceedings (whether, @iininal or otherwise) against the Company or
any Subsidiary, or against any trustee, directafficer of the Company or of any Subsidiary in bépacity as such for which the Company or
any Subsidiary is required to indemnify such trastéirector or officer by any court or governmerztgéncy; and

(r) all other expenses actuallyurred by the Manager which are reasonably rsacgdor the performance by the Manager of its
duties and functions under this Agreement.

In addition, the Company will be requitedbay the Company’s pro rata portion of rengpélone, utilities, office furniture, equipment,
machinery and other office, internal and overhequkases of the Manager and its affiliates requioedhe Company’s operations. These
expenses will be allocated between the Managetlten@ompany based on the ratio of the Company’ggtimn of gross assets compared to
all remaining gross assets managed by the Managsaleulated at each quarter end. The Managert@n@ampany will modify this allocation
methodology, subject to the Board of Directors’ r@wal if the allocation becomes inequitable (iiethe Company becomes highly leveraged
compared to the Manager’s other funds and accaurtig) Manager hereby waives its right to requdstlvarsement from the Company of
these expenses until such time as it determinesstind that waiver.

The Manager may, at its option, electtoateek reimbursement for certain expenses darigigen quarterly period, which determinat
shall not be deemed to construe a waiver of reisgyuent for similar expenses in future periods. Bxes noted above, the Manager is
responsible for all costs incident to the perforoeaf its duties under this Agreement, includinghpensation of the Manager's executives and
employees and other related expenses and overbeeghf those expenses that are specifically thmrssbility of the Manager as set forth
herein). In the event that the Company’s initiablioffering is consummated, the
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Company will reimburse the Manager for all orgatiaaal, formation and offering costs it has incdran behalf of the Company.

The provisions of this Section 9 shalvéte the expiration or earlier termination of tiligreement to the extent such expenses have
previously been incurred or are incurred in conibactvith such expiration or termination.

SECTION 10. CALCULATIONS OF EXPENSES

The Manager shall prepare a statemenirdenting the Expenses of the Company and the Egpéansurred by the Manager on behal
the Company during each fiscal quarter, and stediVer such statement to the Company within 30 ddier the end of each fiscal quarter.
Expenses incurred by the Manager on behalf of tra@ny shall be reimbursed by the Company to theader on the fifth (§') business
day immediately following the date of delivery aich statemenprovided, however, that such reimbursements may be offsétéManager
against amounts due to the Company. The provigibtiss Section 10 shall survive the expiratiorearlier termination of this Agreement.

SECTION 11. LIMITS OF MANAGER RESPONSIBILY; INDEMNIFICATION .

(a) The Manager assumes nporesibility under this Agreement other than to rmithe services called for under this Agreement
in good faith and shall not be responsible for aatjon of the Board of Directors in following ordi@ing to follow any advice or
recommendations of the Manager, including as sét fo Section 7(b) of this Agreement. The Managsrofficers, directors, employees, any
Person controlling or controlled by the Manager ang Person providing sub-advisory services taMheager and the officers, directors and
employees of the Manager, its officers, directersployees and any such Person will not be liabtegdCompany or any Subsidiary, to the
Board of Directors, or the Company’s or any Sulasids stockholders or partners for any acts or eiiss by any such Person, pursuant to or
in accordance with this Agreement, except by read@cts constituting bad faith, willful miscondugtoss negligence or reckless disregard of
the Manager’s duties under this Agreement. The Gomyshall, to the full extent lawful, reimbursed@mnify and hold the Manager, its
officers, stockholders, directors, employees, aens&h controlling or controlled by the Manager angl Person providing sub-advisory
services to the Manager, together with the manag#éisers, directors and employees of the Manaiggnfficers, members, directors,
employees, and any such Person (each a “ Managemimified Party), harmless of and from any and all expenses, logs@sages, liabilities
demands, charges and claims of any nature whats@ackiding attorneys’ fees) in respect of or mwgsfrom any acts or omissions of such
Manager Indemnified Party made in good faith infglbeformance of the Manager’s duties under thise&grent and not constituting such
Manager Indemnified Party’s bad faith, willful m@@uct, gross negligence or reckless disregarideoftanages duties under this Agreeme

(b) The Manager shall, to thk éxtent lawful, reimburse, indemnify and holé&tGompany (or any Subsidiary), its stockholders,
directors, officers and employees and each othesoReif any, controlling the Company (each, a ‘hpany Indemnified Partyand together
with a Manager Indemnified Party, the “ Indemnitgeharmless of and from any and all
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expenses, losses, damages, liabilities, demandsgehand claims of any nature whatsoever (inctuditorneys’ fees) in respect of or arising
from the Manager’s bad faith, willful misconductpgs negligence or reckless disregard of its dutieter this Agreement.

(c) The Indemnitee will promptiotify the party against whom indemnity is claohéhe “ Indemnitor’) of any claim for which it
seeks indemnification; provided, however, thatftikire to so notify the Indemnitor will not reliethe Indemnitor from any liability which it
may have hereunder, except to the extent suchrdagictually prejudices the Indemnitor. The Indemmghall have the right to assume the
defense and settlement of such claim; provided tttelindemnitor notifies the Indemnitee of itsatien to assume such defense and settlemen
within thirty (30) days after the Indemnitee githe Indemnitor notice of the claim. In such cake,lhdemnitee will not settle or compromise
such claim, and the Indemnitor will not be liabde &ny such settlement made without its prior writtonsent. If the Indemnitor is entitled to,
and does, assume such defense by delivering thenaémtioned notice to the Indemnitee, the Inderenitdl (i) have the right to approve the
Indemnitor’s counsel (which approval will not bereasonably withheld, delayed or conditioned),ld@&)obligated to cooperate in furnishing
evidence and testimony and in any other mannehicwthe Indemnitor may reasonably request andb@ientitled to participate in (but not
control) the defense of any such action, with is@ounsel and at its own expense.

SECTION 12. NO JOINT VENTURHENothing in this Agreement shall be construed ekenthe Company and the Manager partners or
joint venturers or impose any liability as suchaither of them

SECTION 13. TERM; TERMINATION

(a) Until this Agreement isrténated in accordance with its terms, this Agreerséall be in effect until December 31, 2010 (the “
Initial Term”) and shall be automatically renewed for a oneryeam each anniversary date thereafter (a * Reh&amn”) unless at least two-
thirds of the Independent Directors or the holddra majority of the outstanding shares of commtogls(other than those shares held by
Annaly or its affiliates) agree that (i) there Heeen unsatisfactory performance by the Manageiighaaterially detrimental to the Company or
(i) the compensation payable to the Manager heteuis unfairjprovidedthat the Company shall not have the right to teatarihis
Agreement under clause (ii) above if the Manageeegto continue to provide the services underAgieement at a reduced fee that at least
two-thirds of the Independent Directors determitoelse fair pursuant to the procedure set forthwelbthe Company elects not to renew this
Agreement at the expiration of the Initial Termamly Renewal Term as set forth above, the Compaaly dddiver to the Manager prior written
notice (the “ Termination Notic§ of the Company’s intention not to renew this Agment based upon the terms set forth in this@et8(a)
not less than one hundred eighty (180) days poitiné expiration of the then existing term. If thempany so elects not to renew this
Agreement, the Company shall designate the date’ [ifective Termination Dat8, not less than one hundred eighty (180) days fradt:
of the notice, on which the Manager shall ceaggawide services under this Agreement and this Agyent shall terminate on such date;
provided, however, that in the event that such Terminaotice is given in connection with a determinatthat the compensation payable to
the Manager is unfair, the Manager shall haveitife to renegotiate such compensation by delivetiniipe Company,
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no fewer than forty-five (45) days prior to the gpective Effective Termination Date, written not{eay such notice, a “ Notice of Proposal to
Negotiate”) of its intention to renegotiate its compensatiorder this Agreement. Thereupon, the Companyésgmted by the Independent
Directors) and the Manager shall endeavor to natgoih good faith the revised compensation paytbibe Manager under this Agreement.
Provided that the Manager and at least two-thifdb@Independent Directors agree to the termbi@févised compensation to be payable to
the Manager within forty-five (45) days followinhe receipt of the Notice of Proposal to Negotitiie, Termination Notice shall be deemed of
no force and effect and this Agreement shall camtiim full force and effect on the terms statethia Agreement, except that the compense
payable to the Manager hereunder shall be thee@wiesmpensation then agreed upon by the partitésté\greement. The Company and the
Manager agree to execute and deliver an amendménistAgreement setting forth such revised comatims promptly upon reaching an
agreement regarding same. In the event that thep@oynand the Manager are unable to agree to thes tef the revised compensation to be
payable to the Manager during such 45-day periog Agreement shall terminate, such terminatiobge@ffective on the date which is the later
of (A) ten (10) days following the end of such 4&¢geriod and (B) the Effective Termination Datgyimrally set forth in the Termination
Notice.

(b) In the event that this Agmeent is terminated in accordance with the promsiof Section 13(a) of this Agreement, the
Company shall pay to the Manager, on the date aohaduch termination is effective, a terminatioe {the “_ Termination Fe§ equal to three
(3) times the sum of (a) the average annual Basslylament Fee and (b) the average annual Incentivgp@nsation earned by the Manager
during the 24-month period immediately precedirgdate of such termination, calculated as of tlbagrthe most recently completed fiscal
guarter prior to the date of termination. The adafign of the Company to pay the Termination Fedl shavive the termination of this
Agreement.

(c) No later than one hundrghty (180) days prior to the anniversary datehig Agreement of any year during the Initial Term
or Renewal Term, the Manager may deliver writteticeoto the Company informing it of the Manageritention to decline to renew this
Agreement, whereupon this Agreement shall not hewed and extended and this Agreement shall tetemeféective on the anniversary date
of this Agreement next following the delivery ofcunotice. The Company is not required to pay éoNtanager the Termination Fee if the
Manager terminates this Agreement pursuant toSaiion 13(c).

(d) If this Agreement is terratad pursuant to Section 13, such termination &leallithout any further liability or obligation of
either party to the other, except as provided ictiBes 6, 9, 10, 13(b), 15(b), and 16 of this Agneat. In addition, Sections 11 and 21 of this
Agreement shall survive termination of this Agreame

SECTION 14. ASSIGNMENT

(a) Except as set forth in #etii4(b) of this Agreement, this Agreement shadirtinate automatically in the event of its
assignment, in whole or in part, by the Managelessisuch assignment is consented to in writintheyCompany with the consent of a
majority of the Independent Directogmovided, however, that no such consent shall be requirélkdd case of an assignment by the Manag
an affiliate of Annaly. Any such permitted assigmne
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shall bind the assignee under this Agreement irséimee manner as the Manager is bound, and the iashall be liable to the Company for
all errors or omissions of the assignee under anl assignment. In addition, the assignee shatllggeand deliver to the Company a
counterpart of this Agreement naming such assigeddanager. This Agreement shall not be assignetiebompany without the prior
written consent of the Manager, except in the cdsssignment by the Company to another REIT ocerotinganization which is a successor
merger, consolidation, purchase of assets, orainrénsaction) to the Company, in which case suclcessor organization shall be bound
under this Agreement and by the terms of such as®gt in the same manner as the Company is bouwhef tims Agreement.

(b) Notwithstanding any prowisiof this Agreement, the Manager may subcontmagtassign any or all of its responsibilities
under Sections 2(b), 2(c) and 2(d) of this Agreemteany of its affiliates in accordance with tleenhs of this Agreement applicable to any ¢
subcontract or assignment, and the Company hem@igeats to any such assignment and subcontratitiagldition, provided that the Manag
provides prior written notice to the Company fdioimational purposes only, nothing contained iis thgreement shall preclude any pledge,
hypothecation or other transfer of any amounts pley® the Manager under this Agreement. In addlitibe Manager may assign this
Agreement to any of its affiliates without the Caamy’s approval if such assignment does not reqbh#eCompany’s approval under the
Investment Advisers Act of 1940, as amended.

SECTION 15. TERMINATION FOR CAUSE

(a) The Company may terminhats Agreement effective upon thirty (30) days’ pnaritten notice of termination from the
Company to the Manager, without payment of any Teation Fee, if (i) the Manager, its agents oragsignees materially breaches any
provision of this Agreement and such breach stwadtinue for a period of thirty (30) days after weii notice thereof specifying such breach
and requesting that the same be remedied in sudagperiod (or forty-five (45) days after writtentice of such breach if the Manager takes
steps to cure such breach within thirty (30) ddythe written notice), (ii) the Manager engageaiy act of fraud, misappropriation of funds
embezzlement against the Company, (iii) there is\amt of any gross negligence on the part of theader in the performance of its duties
under this Agreement, (iv) there is a commencerokahy proceeding relating to the Manager’s Bantayr insolvency, (v) there is a
dissolution of the Manager, (vi) there is a Chaofj€ontrol, or (vii) the Manager is convicted afi¢luding a plea of nolo contendere) a felony.

(b) The Manager may terminais Agreement effective upon sixty (60) days’ praitten notice of termination to the Company
in the event that the Company shall default ingbdormance or observance of any material termglition or covenant contained in this
Agreement and such default shall continue for gopesf thirty (30) days after written notice thefepecifying such default and requesting that
the same be remedied in such 30-day period. Thep@oynis required to pay to the Manager the Terrtndtee if the termination of this
Agreement is made pursuant to this Section 15(b).

(c) The Manager may terminaie Agreement, without payment of any Terminati@e Fin the event the Company becomes
regulated as an “investment company”
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under the Investment Company Act, with such tertidnadeemed to have occurred immediately priouchsevent.

SECTION 16. ACTION UPON TERMINATIONFrom and after the effective date of terminatibithis Agreement, pursuant to
Sections 13 or 15 of this Agreement, the Managall slot be entitled to compensation for furthewgsrs under this Agreement, but shall be
paid all compensation accruing to the date of teatidn and, if terminated pursuant to Section 18(&§ection 15(b), the applicable
Termination Fee. Upon such termination, the Managatl forthwith:

(i) after deducting any accreedhpensation and reimbursement for its expensesitch it is then entitled, pay over to the
Company or a Subsidiary all money collected and Fai the account of the Company or a Subsidiangyant to this Agreemer

(ii) deliver to the Board ofctors a full accounting, including a statemermvghg all payments collected by it and a
statement of all money held by it, covering theigebfollowing the date of the last accounting fistméd to the Board of Directors with
respect to the Company or a Subsidiary;

(i) deliver to the Board ofrBctors all property and documents of the Compamgny Subsidiary then in the custody of
the Manager

SECTION 17. RELEASE OF MONEY OR OTHER PRERTY UPON WRITTEN REQUEST The Manager agrees that any money or
other property of the Company or Subsidiary heldhgyManager under this Agreement shall be heltheyManager as custodian for the
Company or Subsidiary, and the Manager’s recordl B appropriately marked clearly to reflect dvenership of such money or other
property by the Company or such Subsidiary. Upenréiteipt by the Manager of a written request signea duly authorized officer of the
Company requesting the Manager to release to thep@ny or any Subsidiary any money or other propiyn held by the Manager for the
account of the Company or any Subsidiary underAgigement, the Manager shall release such monether property to the Company or
any Subsidiary within a reasonable period of tilng,in no event later than thirty (30) days follagisuch request. The Manager shall not be
liable to the Company, any Subsidiary, the Indepanh®directors, or the Company’s or a Subsidiarjoglkholders or partners for any acts
performed or omissions to act by the Company or&uiysidiary in connection with the money or othexperty released to the Company or
any Subsidiary in accordance with the second seatehthis Section 17. The Company and any Subyidiaall indemnify the Manager and
officers, directors, employees, managers, offieed employees against any and all expenses, |laks®ages, liabilities, demands, charges and
claims of any nature whatsoever, which arise imeation with the Manager’s release of such monegtloer property to the Company or any
Subsidiary in accordance with the terms of thistiacl 7. Indemnification pursuant to this provisimall be in addition to any right of the
Manager to indemnification under Section 11 of thigeement.

SECTION 18. NOTICESUnless expressly provided otherwise in this Agrest, all notices, requests, demands and other
communications required or permitted under this
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Agreement shall be in writing and shall be deenoelltive been duly given, made and received whewatell against receipt or upon actual
receipt of (i) personal delivery, (ii) delivery bgputable overnight courier, (iii) delivery by facde transmission with telephonic confirmation
or (iv) delivery by registered or certified maibgiage prepaid, return receipt requested, addressset forth below:

(@)  If to the Company

Chimera Investment Corporation
1211 Avenue of the Americas
Suite 2902

New York, New York 1003t
Attention: Matthew Lambias

(b)  If to the Manager

Fixed Income Discount Advisory Compa
1211 Avenue of the Americas

Suite 2902

New York, New York 1003I

Attention: R. Nicholas Singh, Es

Either party may alter the address to which commations or copies are to be sent by giving notfceuch change of address in conformity
with the provisions of this Section 18 for the gigiof notice.

SECTION 19. BINDING NATURE OF AGREEMENBUCCESSORS AND ASSIGNSThis Agreement shall be binding upon and
inure to the benefit of the parties hereto andrtresipective heirs, personal representatives, ssoce and permitted assigns as provided in this
Agreement.

SECTION 20. ENTIRE AGREEMENTThis Agreement contains the entire agreemenuanddrstanding among the parties hereto with
respect to the subject matter of this Agreemert,saupersedes all prior and contemporaneous agreégns@derstandings, inducements and
conditions, express or implied, oral or written aofy nature whatsoever with respect to the subjedter of this Agreement. The express terms
of this Agreement control and supersede any carfrperformance and/or usage of the trade inconistgh any of the terms of this
Agreement. This Agreement may not be modified oemaed other than by an agreement in writing sidnethe parties hereto.

SECTION 21. GOVERNING LAWTHIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OFHE PARTIES UNDER
THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUEBND INTERPRETED IN ACCORDANCE WITH, THE LAW OF
THE STATE OF NEW YORK WITHOUT REGARD TO CONFLICTSFOLAW PRINCIPLES TO THE CONTRARY (BUT WITH
REFERENCE TO SECTION 5-1401 OF THE NEW YORK GENER@BLIGATION LAW, WHICH BY ITS TERMS APPLIES TO THIS
AGREEMENT).
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SECTION 22. NO WAIVER; CUMULATIVE REMEDIS. No failure to exercise and no delay in exercisomgthe part of any party
hereto, any right, remedy, power or privilege hadar shall operate as a waiver thereof; nor simgllsingle or partial exercise of any right,
remedy, power or privilege hereunder preclude ahgroor further exercise thereof or the exercisanyf other right, remedy, power or
privilege. The rights, remedies, powers and prgéte herein provided are cumulative and not exatushany rights, remedies, powers and
privileges provided by law. No waiver of any praeis hereto shall be effective unless it is in wgtiand is signed by the party asserted to have
granted such waiver.

SECTION 23. HEADINGSThe headings of the sections of this Agreemewt lieeen inserted for convenience of reference amdy
shall not be deemed part of this Agreement.

SECTION 24. COUNTERPARTS his Agreement may be executed in any numbeoohierparts, each of which shall be deemed to be
an original as against any party whose signatupeas thereon, and all of which shall together s one and the same instrument. This
Agreement shall become binding when one or moratesparts of this Agreement, individually or takegether, shall bear the signatures of
all of the parties reflected hereon as the sigiesor

SECTION 25. SEVERABILITY Any provision of this Agreement that is prohiliter unenforceable in any jurisdiction shall, asuch
jurisdiction, be ineffective to the extent of symiohibition or unenforceability without invalidatirthe remaining provisions hereof, and i
such prohibition or unenforceability in any juristion shall not invalidate or render unenforcealeh provision in any other jurisdiction.

SECTION 26. GENDERWords used herein regardless of the number amdegespecifically used, shall be deemed and coedti
include any other number, singular or plural, ang @ther gender, masculine, feminine or neutethasontext requires.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties heretoehaxecuted this Agreement as of the date firgtevriabove.

CHIMERA INVESTMENT CORPORATION
By:

Name:
Title:

FIXED INCOME DISCOUNT ADVISORY COMPANY
By:

Name:
Title:



Exhibit A

No investment shall be made that would cause thmep2ay to fail to qualify as a REIT for federal imge tax purpose:!

No investment shall be made that would cause thmep2ay to be regulated as an investment company tinelénvestment Compat
Act;

With the exception of real estate and housing,ingle industry shall represent greater than 20%hefsecurities or aggregate risk
exposure in the Compa'’s portfolio; anc

Investments in non-rated or deeply subordinatec@®Bsicked Securities or other securities that arequalifying assets for purposes
the 75% REIT asset test will be limited to an armmot to exceed 50% of the Comp'’s stockholdel’ equity.




CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the use in this Amendment No.2 tddRagjon Statement N0.333-145525 of our repored@eptember 25, 2007 (November 1,
2007 as to Note 4) relating to the balance she€hiahera Investment Corporation appearing in tlespectus, which is a part of such
Registration Statement, and to the reference tonder the headings “Experts” in such Prospectus.

/s/ DELOITTE & TOUCHE LLP

New York, New York
November 2, 200



