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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

ORCHID ISLAND CAPITAL, INC.
CONDENSED BALANCE SHEETS
($ in thousands, except per share data)

(Unaudited)

March 31, 2021 December 31, 2020

ASSETS:
Mortgage-backed securities, at fair value
Pledged to counterparties $ 4,120,500% 3,719,906
Unpledged 218,036 6,989

Total mortgage -backed securities 4,338,536 3,726,895
Cash and cash equivalents 211,436 220,143
Restricted cash 117,155 79,363
Accrued interest receivable 10,852 9,721
Derivative assets, at fair value 95,752 20,999
Receivable for securities sold, pledged to counterparties 154,977 414
Other assets 2,058 516
Total Assets $ 4.930,766% 4,058,051
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES:
Repurchase agreements $ 4,181,680% 3,595,586
Payable for unsettled securities purchased 217,758 -
Dividends payable 6,156 4,970
Derivative liabilities, at fair value 35,057 33,227
Accrued interest payable 921 1,157
Due to affiliates 712 632
Other liabilities 22,306 7,188
Total Liabilities 4,464,590 3,642,760
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred stocl).®1par valuet00,000,008hares authorized; no shares issued

and outstanding as of March 31, 2021 and December 31, 2020 = =
Common Stocl).81par value§00,000,00¢hares authorizéd, 410,960

shares issued and outstanding as of March 31, 26217 3rRi3hares issued

and outstanding as of December 31, 2020 944 761
Additional paid-in capital 512,595 432,524
Accumulated deficit (47,363) (17,994)
Total Stockholders' Equity 466,176 415,291
Total Liabilities and Stockholders' Equity $ 4,930,766% 4,058,051

See Notes to Financial Statements



ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)
For the Three Months Ended March 31, 2021 and 2020
($ in thousands, except per share data)

Three Months Ended March 31,

2021 2020

Interest income $ 26,856 $ 35,671
Interest expense (1,941) (16,523)
Net interest income 24,915 19,148
Realized losses on mortgage-backed securities (7,397) (28,380)
Unrealized (losses) gains on mortgage-backed securities (88,866) 3,032
Gains (losses) on derivative and other hedging instruments 45,472 (82,858)
Net portfolio loss (25,876) (89,058)
Expenses:

Management fees 1,621 1,377
Allocated overhead 404 347
Accrued incentive compensation 364 (436)
Directors' fees and liability insurance 272 260
Audit, legal and other professional fees 318 255
Direct REIT operating expenses 421 206
Other administrative 93 132
Total expenses 3,493 2,141
Net loss $ (29,369% (91,199)
Basic net loss per share $ (0.34)$ (1.41)
Diluted net loss per share $ (0.34)% (1.41)
Weighted Average Shares Outstanding 85,344,954 64,590,205
Dividends declared per common share $ 0.195% 0.240

See Notes to Financial Statements



ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF STOCKHOLDERS' EQUITY
(Unaudited)
For the Three Months Ended March 31, 2021 and 2020
(in thousands)

Additional Retained

Common Stock Paid-in Earnings
Shares Par Value Capital (Deficit) Total
Balances, January 1, 2020 63,062 % 631 $ 414,998% (20,122% 395,507
Net loss - - - (91,199) (91,199)
Cash dividends declared - - (15,670) - (15,670)
Issuance of common stock pursuant to public offerings, net 3,171 31 19,416 - 19,447
Stock based awards and amortization 4 - 59 - 59
Balances, March 31, 2020 66,237 $ 662 $  418,803% (111,321 308,144
Balances, January 1, 2021 76,073 % 761 $ 432 524% (17,994% 415,291
Net loss - - - (29,369) (29,369)
Cash dividends declared - - (17,226) - (17,226)
Issuance of common stock pursuant to public offerings, net18,248 182 96,726 - 96,908
Stock based awards and amortization 920 1 571 - 572
Balances, March 31, 2021 94,411 $ 944 $ 512,595% (47,363% 466,176

See Notes to Financial Statements



ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
For the Three Months Ended March 31, 2021 and 2020
($ in thousands)

2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (29,369% (91,199)
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:
Stock based compensation 259 59
Realized and unrealized losses on mortgage-backed securities 96,263 25,348
Realized and unrealized (gains) losses on interest rate swaptions (13,903) 2,589
Realized and unrealized gains on interest rate floors (1,384) -
Realized and unrealized (gains) losses on interest rate swaps (30,053) 54,934
Realized (gains) losses on forward settling to-be-announced securities (574) 7,090
Changes in operating assets and liabilities:
Accrued interest receivable (1,050) 2,350
Other assets (588) (655)
Accrued interest payable (236) (7,287)
Other liabilities 5,318 (223)
Due to (from) affiliates 80 (102)
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 24,763 (7,096)
CASH FLOWS FROM INVESTING ACTIVITIES:
From mortgage-backed securities investments:
Purchases (1,764,082) (1,334,350)
Sales 988,523 1,808,867
Principal repayments 123,880 142,259
Payments on net settlement of to-be-announced securities (3,289) (7,602)
Purchase of derivative financial instruments, net of margin cash received (7,385) (45,458)
NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (662,353) 563,716
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from repurchase agreements 7,517,156 13,602,710
Principal payments on repurchase agreements (6,931,062) (14,240,566)
Cash dividends (16,030) (15,416)
Proceeds from issuance of common stock, net of issuance costs 96,908 19,447
Shares withheld from employee stock awards for payment of taxes (297) -
NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES 666,675 (633,825)
NET INCREASE (DECREASE) IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH 29,085 (77,205)
CASH, CASH EQUIVALENTS AND RESTRICTED CASH, beginning of the period 299,506 278,655
CASH, CASH EQUIVALENTS AND RESTRICTED CASH, end of the period 328,591% 201,450
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for:
Interest 2,176 $ 23,809
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING ACTIVITIES:
Securities acquired settled in later period 217,758% 3,450
Securities sold settled in later period 154,977 -

See Notes to Financial Statements



ORCHID ISLANDCAPITAL, INC.
NOTES TO CONDENSEDFINANCIAL STATEMENTS
(Unaudited)
MARCH 31,2021

NOTE 1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organizationand BusinessDescription

Orchid Island Capital, Inc. (“Orchid” or the “Company”),was incorporatedin Marylandon August17, 2010 for
andtAfaREHIRG 8 9 GER8EBE investment portfolio consisting of residentialmortgage-backedsecurities (“RMBS”).
FEQRUHSOZDOPBI@N Orchid wasa wholly ownedsubsidiary of Bimini CapitalManagement, Inc. (“Bimini”). Orchid
Reg@AMRET2UOPSTN (the date of commencementof operations). From incorporationthrough November24, 2010,
REChFS 98l common stockto Bimini.

On January 23, 2020, Orchid entered into an equity distribution agreement (the “January 2020 Equity
threligHIBY iR Agrparaaaht #ithhich the Company could offer and sell, from time to time, upto an a2@@eREA000
aMmare8fdt the Company’s common stock in transactions that were deemed to be “at the market” offerings and
peaviatbidiegotintedompany issued a3d@Dgf23hares under the January 2020 Equity Distribution Agreement for
gross proceedsapfproximatelg $8million, and rRAYRAFEds of approxirh@tdiyilfon, net of commissions and fees,
its termination in August 2020. prior to

On August 4, 2020, Orchid entered into an equity distribution agreement (the “August 2020 Equity
fourliglEb wiirmBgsernant fonithich the Company may offer and sell, from time to time, up toan adé6at0sf
3npE8tAfRe Company’s common stock in transactions that are deemed to be “at the market” offerings and
pevistivaIegotiaetgh March 31, 2021, the Company issugd, 256a6dtiares under the August 2020 Equity
Agreement for aggregate gross procapgsoafmatel$4 Imillion, and nEigdeléRls of approxiriataiyilon, net of
commissions and fees.

On January 20, 2021, Orchid entered into an underwriting agreement (the “January 2021 Underwriting
MorfaresBw’IHtikYith & :J.P. Morgan”), relating to the offer7aB@0salSiodres of the Company’s common stock.
Morgan purchased the shares of the Company’s common stock froffthe Company pursuantto the January
A%?ééﬁ@ﬂr%gﬂger share. In addition, the Company granted J.P. Morgan a 30-day option to purchase up to an
1,140,008hares 8fghisaddmpany’s common stock on the same terms and conditions, which J.P. Morgan
21, 202 EXpeigfskinJulk eelome@ 0f008hares of the Company’s common stock occurred on January 25,
proceeds to the Company of approxidaBRadeVifeNst offering expenses.

On March 2, 2021, Orchid entered into an underwriting agreement (the “March 2021 Underwriting
relafiSGasraes biuitint R OHBNeshares of the Company’s common stock. J.P. Morgan purchased the shares
Company’s common stock from tHef 6mpany pursuant to the March 2021 UnderwritiiglBogesiveet & fddition,
Company granted J.P. Morgan a 30-day option to purchase up tolaaCj6d&ivaks of the GBfhpany’s common
the same terms and conditions, which J.P. Morgan exercised in full on Ma¥3¢8 0%021. The closthgas,08shares
effei@&mpany’s common stock occurred on March 5, 2021, with net proceeds to the ComparBfotmillion, net of
afBrMmgaridySes.

COVID-19 Impact

Beginningin mid-March 2020, the global pandemicassociated with the novelcoronavirus (“COVID-19")and

contRiifiesiigs@aR M Gmpactour financialposition andresults of operations. As a resultof the economic, health and
market turmoilbrought 5



about by COVID-19,the Agency RMBS marketexperienced severe dislocations.This resultedin falling prices of

maRpAIaIRMORCERAIBurchaseagreementlenders, resultingin material adverse effectson our resultsof
epRMAtGRsand to ourfinancial

The Agency RMBS marketlargely stabilizedafter the Federal Reserveannouncedon March 23,2020 thatit
RMBOWAPUISNaseA€IaEyin the amountsneeded to support smoothmarket functioning.As of March31, 2021,
werhawrsiniogly Spsf@dBS marketcontinues toreact to the pandemic andthe various measures putin place to
giakdizerifB e AAelcidfor mortgage markets donot respondfavorably toany of these actions, orsuch actionsdo
Bat biiHesasérignsstbperationsand financial condition maycontinue tobe materially adversely affected.
Adifvoagh the IcrgIRBNYEAARPbf the impact of the COVID-19pandemic atthis time, if the pandemiccontinues, it
Rafanjade kK ¥kectson the Company’sresults offuture operations, financial position,and liquidityduring
2021.

Basis of Presentationand Use of Estimates

The accompanyingunaudited financial statements have been prepared inaccordance with accounting
in tHYTogiRRESIBASSBAGeDIRA interim financial informationand with theinstructionsto Form 10-Qand Article 8
AlBsgRIPReY do not includeall of theinformationand footnotesrequired by GAAP forcomplete financial
plalemgerientndine@ostieeats (consisting of normal recurring accruals) considered necessary for a fair
pgseiiateadiaverbpeRinflEgastbnth periodended March31, 2021 arenot necessarilyindicative of the results
thatyBay demrgeees®er 31,2021.

The balance sheet at December31, 2020 hasbeen derivedfrom the auditedfinancial statementsat that date
of thairfferp A Ehdd® dthotes required by GAAP for complete financialstatements. For furtherinformation, refer
ARNBAREAM footnotesthereto includedin the Company’sAnnual Reporton Form 10-K for the yearended
December31, 2020.

The preparationof financialstatementsin conformitywith GAAP requires managementto make estimatesand
the pssomRligmeiidsadiedsets andliabilitiesand disclosureof contingentassets and liabilities at the date of the
fﬁ@%ﬁﬂﬁ@d%\%@ﬁ@r& revenues andexpenses duringthe reportingperiod. Actualresults coulddiffer fromthose
SRiIR@S: eitnates affecting the accompanyingfinancial statements are the fairvalues of RMBSand derivatives.

ManagemessbelipyesSumptionsunderlying the financial statements are reasonablebased on theinformation
agaiable asof March 31,

Variable Interest Entities (“VIEs”)

We obtain interests in VIES through our investments in mortgage-backed securities. Our interests in
natdRes@Y Hre At BREEMRdN0 result in us obtaining a controlling financial interest inthese VIEs in the future.
cORSdIEes tMeEsEa/MRE and we account for our interest in these VIEs as mortgage-backed securities. See
NedenZaiRsraelsti®@amlg our investments in mortgage-backed securities. Our maximum exposure to loss for

{hase MERisdbRfRIB/BLked securities.
Cash and Cash Equivalents and Restricted Cash

C_ash a_npl casheq_u!valentsinclude cashon depositwith financialinstitutionsand highlyliquid investments
thre®iicHiaEs st gt®eafme of purchase. Restricted cash includescash pledgedas collateralfor repurchase
BEFRSMISGES ARG RtBeEstrate swapsand other derivative instruments.

The followingtable providesa reconciliationof cash, cashequivalents,and restricted cash reportedwithin
posiisF e &f feirialof the same such amountsshown inthe statementof cash flows.

6



(in thousands)

March 31, 2021 December 31,

Cash and cash equivalents $ 211,436$2020 220,143
Restricted cash 117,155 79,363
Total cash, cash equivalents and restricted cash $ 328,591% 299,506

The Company maintains cashbalances atthree banksand excessmargin onaccount withtwo exchange
balaHeasadpenteers Mubm@§insured limits. The Companyhas not experiencedany lossesrelated tothese
briposk snEheaheee@lporationinsures eligibleaccounts upto $250,000 per depositorat each financialinstitution.
Baslhiciadiasihinsured, but are heldin separate customer accountsthat are segregatedfrom the generalfunds of
therpanieipaidunimsured balances toonly large, well-knownbanks and exchangeclearing membersand believes
B8} Hilrd 8108 sk on cash andcash equivalentsor restrictedcash balances.

Mortgage-BackedSecurities

The Companyinvests primarilyin mortgage pass-through (“PT") residentialmortgage backedcertificates
FanisRURFAEYFRAFie MR (‘RMBS”), collateralized mortgage obligations(“CMOs”), interest-only (“l0”) securities
pbiy\RIseiReIRSHI@RNting interest in or obligations backed by pools of RMBS. We refer to RMBS and CMOs
&5 IBTaRYIBS JMFRIES as structured RMBS. The Company has elected to account for itsinvestment in RMBS
yptlen tradeiingpibe fair value option requires the Company to record changes in fair value in the statement of
RRGEEBRTMGReIR more appropriately reflects the results of our operations for a particular reporting period
BnedsERRSEIeROMIES thed how the portfolio is managed.

The Companyrecords RMBStransactionson the tradedate. Security purchases thathave notsettled asof the
are hdanrasRafedal@BS balance withan offsetting liability recorded,whereas securitiessold thathave not settled
aatef dhe Raledirsathsiftthe RMBSbalance withan offsetting receivable recorded.

Fair valueis defined as the pricethat wouldbe receivedto sell the asset or paidto transferthe liabilityin an
bet\QEder hﬁ%ﬂf@ﬁ‘ﬁiﬂ@ipantsat the measurementdate. The fair valuemeasurementassumes thatthe transaction
trnpelihg@IRMiIRY eitheroccurs inthe principalmarket forthe asset orliability, or inthe absenceof a principal
BHKAtageeurIRefethe asset orliability. Estimatedfair valuesfor RMBS are based on independentpricing
BROKER SRBELR WHENPAIRIable.

Income on PTRMBS securitiesis based onthe statedinterest rate of the security. Premiums ordiscounts
purdi&SEdAt B A ALed. Premium lostand discountaccretionresulting frommonthly principalrepayments are
tRiiestedé3e8)@RIROMBS inthe statementsof operations. For |0 securities, the incomeis accruedbased on the
eFEYiNG Ve ameé ieference between incomeaccrued andthe interestreceived onthe securityis characterized
ARG SEIVER Y IR asset's carrying value. At each reportingdate, the effective yieldis adjusted prospectively
fsurfobiyBaeRArBAGhe new estimate of prepaymentsand the contractualterms of the security. For lIOsecurities,
pltesiiveoirid ROGLIGRES 0 take into accountthe index valueapplicableto the security. Changes infair value of
RM&SsEeRAaRe recorded inearnings andreported asunrealized gains or losseson mortgage-backed
seaufitigsiichepReaasanying

Derivative and Other Hedging Instruments

The Companyuses gjerivativeand otherhedging instrumentsto manage interest raterisk, facilitate
marksseHinbHiExpbatreteaandt may continue todo so in thefuture. The principal instrumentsthat the

FrrmeayyNateyseNiegieEaserunds and Eurodollarfutures contracts,short positionsin U.S. Treasury

securities, interest rate swaps,
7



options toenter in interestrate swaps (“interestrate swaptions”)and “to-be-announced’(“TBA”) securities
rriysaatiEsd eihee depiia®and other hedging instrumentsin the future.

The Companyaccounts for TBA securitiesas derivativeinstruments. Gains and lossesassociatedwith TBA
are FEpUIHBEIgARAABRBFoN derivativeinstrumentsin the accompanyingstatements of operations.

Deriyative and otherh_edging instrumentsare carriedat fair value,and changesin fair valueare recordedin
The@ﬂ?ﬁ%?%@@ﬁ*}ﬁﬁfmancialinstruments are not designatedas hedge accountingrelationships, but rather
RERIYESHARLEBRMAINEassets and liabilities.

Holding derivativescreates exposureto creditrisk relatedto the potentialfor failure on the partof
hone@dhéareanieRanshexciait@esientof defaultby a counterparty, the Companymay have difficultyrecoveringits
Follaiaspaprhamypielided forunder theterms of theagreement. The Company’sderivative agreements require it
R IRAEAERRRIAte such risk. In addition, the Company uses only registered central clearingexchanges andwell-
patakdiskaskinitensgi’ls monitors positionswith individualcounterpartiesand adjusts posted collateralas
required.

Financial Instruments

The fair value of financialinstrumentsfor whichit is practicableto estimatethat valueis disclosedeither inthe
statéﬁ%gﬁﬁﬁiﬂ?é‘ﬁiféompanying notes. RMBS, Eurodollar, Fed Fundsand T-Note futures contracts,interest
s puERsaiiersgigéeuritiesare accountedfor at fairvalue in thebalance sheets. The methodsand
farMBHeS At RiAiRiafesentedin Note 12 of the financialstatements.

The estimatedfair value of cash andcash equivalents,restricted cash, accruedinterest receivable,receivable
othéP%@gét’sf,i@%%S@J%ﬁiliates,repurchase agreements, payable forunsettled securitiespurchased, accrued
inBrerpgrALIRRNEpBIBKimatestheir carryingvalues as ofMarch 31,2021 and December31, 2020 dueto the
fhaHcarmaieattese

Repurchase Agreements

The Companyfinances the acquisitionof the majorityof its RMBS throughthe use ofrepurchase
rep@@?ﬁﬁ@@@fﬁ%@ﬂﬁ’@ﬂitﬁ!?@@hrchase agreementsare accountedfor as collateralizedfinancing transactions,
voghaligdamied@EheiEludingaccrued interest,as specifiedin the respectiveagreements.

Reverse RepurchaseAgreements and Obligationsto Return SecuritiesBorrowed underReverse
RepurchaseAgreements

The Companyborrows securitiesto cover shortsales of U.S. Treasury securitiesthrough reverserepurchase
madtanrastiritidedeirthents. We account forthese as securitiesborrowingtransactionsand recognizean
phligRtion e caktiBstBefair value on the balancesheet basedon the valueof the underlyingborrowed securities as
phihesepatéirdaédved as collateralin connectionwith our reverserepurchase agreements mitigate ourcredit
teliprarpariesOur reverse repurchase agreementstypically have maturitiesof 30 daysor less.

Manager Compensation

The Companyis externallymanaged byBimini Advisors,LLC (the “Manager”or “Bimini Advisors”),a
comanyait HiRR J0HEY subsidiary of Bimini. The Company’smanagementagreementwith the Manager
MaNistnsior RayarRémEs fee and reimbursementof certain operating expenses, whichare accruedand
frrensesiringdhrrRIIAHdG red. Refer to Note 13 forthe terms ofthe managementagreement.

8



Earnings Per Share

Basic earningsper share (‘EPS”) iscalculated as net incomeor loss attributableto common stockholders
aveﬁéﬂé%ﬁﬁﬁ@%’?‘@rﬁ%‘?&%f common stockoutstandingor subscribedduring the period. DilutedEPS is
saleklatedusifladbmE®Reliis applicable, for common stock equivalents,if any. However, the common stock
pACHAIRRIAGRINRIJTRSIRthe resultis anti-dilutive.

Income Taxes

Orchid has qualified and elected to be taxed as a real estate investment trust (“REIT”) underthe Internal
as dreaedee @lecyd@$6REITs are generally not subject to federal income tax on their REIT taxable income
areiget thatHbrstockholders at least 90% of their REIT taxable income on an annual basis. In addition, a
PlalAsiaHst snaed e1h8E to retain its tax status.

Orchid assesses the likelihood, based on their technical merit, that uncertain tax positionswill be sustained
basEBYhaKBTHeEIUircumstances and information available at the end of each period. All of Orchid’s tax
RRlipBEBdRm CatRERsIEEARACCrual for any tax, interest or penalties related to Orchid’s tax position assessment.
uhBerfaRREMeIBSIIbAE is adjusted when new information is available, orwhen an event occurs that requires a
change.

Recent Accounting Pronouncements

On January 1, 2020, we adopted Accounting Standards Update (“ASd&n2til@rk&uments — Credit Losses
326): Measurement of Credit Losses on Financial In&8uh2916-13 requifé@Redit losses on most financial
at amortized cost and certain other instruments to b838@kse/SYER an expected creditloss model (referred
xpedhRl @4E@iloss model). The Company’s adoption of this ASU did not have a material effect on its financial
filABIeNS & dSvere already measured at fair value through earnings.

In March 2020, the FASB issued ASU 2RB2fefehte Rate Reform (Topic 848): Facilitation of the Effects of
Reform on Financial Repdrtk@U 2020-04 pr3efaeensgticate expedients and exceptions to GAAP requirements
on debt instruments, leaséQ! BOMAFRIEAN AN other contracts, related to the expected markettransition from the
bargden RégEaNIBOR”), and certain other floating rate benchmark indices, or collectively, IBORSs, to alternative
refeoe0sey eIy dnsiders contract modifications related to reference rate reform tobe an event that does not
reptdEs GRENEBAE at the modification date nor a reassessment of a previous accounting determination. The
gpifRnaatATA) He20&448 over time, through December 31, 2022, as reference rate reform activities occur.
BBERGOMMRRANHARM Mithis ASU will have a material impact on its consolidated financial statements.

In January 2021, the FASB issued ASU 2021-01 “Reference Rate Reform (Topic 848). ASU 2021-01
848a¥nABRRIENgISSABE!SH Mefvatives and give market participants the ability to apply certainaspects of the
Redtaddveditiaiienmedlents to derivative contracts affected by the discounting transition. Inaddition, ASU
#ABME@@Esn guidance to permit a company to apply certain optional expedients to modifications of interest
FAkRdHIRyeaive8MriBhg or contract price alignment of certain derivatives as a resultof reference rate reform
it & RPEFRHES account for a derivative contract modified as a continuation ofthe existing contract and
Hree0HnHg Weddecertain critical terms of a hedging relationship change to modifications made as part of the
fneawetng Kansitions Jheis effective immediately and available generally through December 31, 2022, as
erfevRiReco@iar afRETCompany does not believe the adoption of this ASU will have a material impact on its
financial statements.

NOTE 2. MORTGAGE-BACKED
SECURITIES



The followingtable presentsthe Company’sRMBS portfolioas of March31, 2021 and
December 31,2020:

(in thousands)

March 31, 2021 December 31,

Pass-Through RMBS Certificates: 2020
Fixed-rate Mortgages $ 4,297,731% 3,560,746
Fixed-rate CMOs - 137,453
Total Pass-Through Certificates 4,297,731 3,698,199
Structured RMBS Certificates:
Interest-Only Securities 35,521 28,696
Inverse Interest-Only Securities 5,284 -
Total Structured RMBS Certificates 40,805 28,696
Total $ 4,338,536% 3,726,895

NOTE 3. REPURCHASE AGREEMENTS

The Companypledges certainof its RMBSas collateralunder repurchaseagreementswith financial
genéglififigag dakeBiPRSAlMngrates correspondingto the termsof the borrowings,and interestis generally
BaiealiH IetRENalvaRfof the pledged securitiesdeclines, lenders willtypically requirethe Companyto post
addifiaienlinigstdaenratablishagreed upon collateral requirements, referred toas "margincalls.” Similarly, if the
Geveitesoh cheadedderders mayrelease collateralback to the Company. As of March31, 2021, the Companyhad
ragtabrmargdin call

As of March31, 2021 andDecember 31,2020, the Company'’s repurchaseagreements had remaining
beldWaturitiesas summarized

($ in thousands)

OVERNIGHT BETWEEN 2 BETWEEN 31 GREATER

(1 DAY OR AND AND THAN
LESS) 30 DAYS 90 DAYS 90 DAYS TOTAL

March 31, 2021
Fair market value of securities pledged, including

accrued interest receivable $ 58,219% 2,288,135% 1,316,896% 622,666% 4,285,916
Repurchase agreement liabilities associated with

these securities $ 53,526$ 2,233,561% 1,289,617% 604,976$ 4,181,680
Net weighted average borrowing rate 0.24% 0.18% 0.18% 0.18% 0.18%
December 31, 2020
Fair market value of securities pledged, including

accrued interest receivable $ -$ 2,112,969 1,560,798% 55,776 $ 3,729,543
Repurchase agreement liabilities associated with

these securities $ - $ 2,047,897% 1,494,500% 53,189 % 3,595,586
Net weighted average borrowing rate - 0.23% 0.22% 0.30% 0.23%

In addition, cash pledged to counterparties for repurchase agreements wasldjhémiilnataly@Es.8million as of
March 31, 2021 and December 31, 2020, respectively.

If, duringthe term ofa repurchase agreement, a lender filesfor bankruptcy, the Company might experience
pledifig b seSVRIBAGUID result inan unsecuredclaim againstthe lenderfor the differencebetween theamount
Inasentisrdaedaempaicounterpartyand the fairvalue of the collateral pledged tosuch lender, including the
aRerdgarnseestregaivat®mpany as collateral. At March31, 2021, the Companyhad an aggregateamount at
Hekineen diftesemnsént loanedto the Company, including interestpayable and securities posted bythe counterparty

(hriydrsetihriédiand cash pledged(if any), including accruedinterest onsuch securities)with all counterpa2&s9
of approximately$ 10



million. The Companydid not havean amountat risk withany individual counterparty greater than10% of the
gopENyhamEdEhiareh, 2020.

NOTE 4. DERIVATIVE AND OTHER HEDGING INSTRUMENTS

The table below summarizesfair valueinformationabout our derivative and other hedging instruments
Mar@pseis zoehliahditee@siber3l, 2020.

(in thousands)

Derivative and Other Hedging Instruments Balance Sheet Location March 31, 2021 December 31,
Assets 2020

Interest rate swaps Derivative assets, at fair value $ 25,254 % 7
Payer swaptions (long positions) Derivative assets, at fair value 58,643 17,433
Interest rate floors Derivative assets, at fair value 2,399 -
TBA securities Derivative assets, at fair value 9,456 3,559
Total derivative assets, at fair value $ 95,752 % 20,999
Liabilities

Interest rate swaps Derivative liabilities, at fair valug - $ 24,711
Payer swaptions (short positions) Derivative liabilities, at fair value 35,057 7,730
TBA securities Derivative liabilities, at fair value - 786
Total derivative liabilities, at fair value $ 35,057 $ 33,227

Margin Balances Posted to (from) Counterparties

Futures contracts Restricted cash $ 585 $ 489
TBA securities Restricted cash 1,781 284
TBA securities Other liabilities (7,407) (2,520)
Interest rate swaption contracts Other liabilities (13,962) (3,563)
Interest rate swap contracts Restricted cash 12,214 19,761
Total margin balances on derivative contracts $ (6,789% 14,451

Eurodollar, Fed Funds and T-Note futuresare cash settledfutures contractson an interestrate, withgains and
chatgssesareslitashbany’s cash accountson a daily basis. Aminimum balance,or “margin”,is requiredto be
ENaHIRipasi 1 agprigBeIdW presentinformationrelated tothe Company’s Eurodollarand T-Note futures
RRASAMaSh 353121

(% in thousands)

March 31, 2021

Average Weighted Weighted

Contract Average Average

Notional Entry Effective Open
Expiration Year Amount Rate Rate Equit{)
Eurodollar Futures Contracts (Short Positions)
2021 $ 50,000 1.01% 0.21% $ (301)
Treasury Note Futures Contracts (Short Pbsition)
June 2021 5-year T-Note futures

(Jun 2021 - Jun 2026 Hedge Period) $ 69,000 0.88% 1.17% $ 1,036

($ in thousands)

December 31, 2020

Average Weighted Weighted
Contract Average Average
Notional Entry Effective Open
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Expiration Year Amount Rate Rate Equit{)
Eurodollar Futures Contracts (Short Positions)
2021 $ 50,000 1.03% 0.18% $ (424)
Treasury Note Futures Contracts (Short Pbsition)
March 2021 5 year T-Note futures

(Mar 2021 - Mar 2026 Hedge Period) $ 69,000 0.72% 0.67% $ (186)

(1) Open equity represents the cumulative gains (losses) recorded on open futures positions from inception.
(2) T-Note futures contracts were valued at a f284@htBMarch 31, 2021 aa@6 16t December 31, 2020. The contract
short positions weB&dmillion and8®.1million at March 31, 2021 and Decembah @B, Q0P@, respectively.

Under ourinterest rate swap agreements,we typicallypay a fixedrate and receivea floatingrate based on
ThelABARJ ragy Qe WeRse under our swap agreementshas the effectof offsettingthe repricingcharacteristicsof
ayFeemEBRATRI cash flowson such liabilities. We are typicallyrequired to post collateralon our interestrate
pulRRagressnesiiForitatRieelated tothe Company’sinterest rateswap positionsat March 31,2021 and
December31, 2020.

(% in thousands)

Average Net
Fixed Average Estimated Average
Notional Pay Receive Fair Maturity
Amount Rate Rate Value (Years)
March 31, 2021
Expiration > 3 to < 5 years $ 955,000 0.64% 0.21% $ 15,286 4.8
Expiration > 5 years 400,000 1.16% 0.18% 9,968 8.1
$ 1,355,000 0.79% 0.20% $ 25,254 5.7
December 31, 2020
Expiration > 3 to < 5 years $ 620,000 1.29% 0.22% $ (23,760) 3.6
Expiration > 5 years 200,000 0.67% 0.23% (944) 6.4

$ 820,000 1.14% 0.23% $ (24,704) 4.3

The table below presentsinformationrelated tothe Company’sinterest ratefloor positions
at March 31,2021.

(% in thousands)

Net
Strike Estimated
Notional Swap Curve Fair
Expiration Amount Cost Rate Spread Value
February 3, 2023 $ 70,000 $ 511 0.76% 30Y5Y $ 1,435
February 3, 2023 80,000 504 1.10%  10Y2Y 964
$ 150,000 $ 1,015 0.94% 2,399

The table below presentsinformationrelated tothe Company’sinterest rate swaption positionsat December
202Wlarch 31,2021 and 31,

($ in thousands)

Option Underlying Swap
Weighted Average Weighted
Average Average Adjustabl Average
Fair Months to Notional Fixed Réte Term
Expiration Cost Value Expiration Amount Rate (LIBOR) (Years)

March 31, 2021
Payer Swaptions - long
>1 year < 2 years $ 25390% 58,643 22.1 $ 1,027,200 2.20% 3 Month 15.0

12




Payer Swaptions - short
<1 year $ (10,7208 (35,057) 10.1 $ (782,850) 2.20% 3 Month 15.0

December 31, 2020

Payer Swaptions - long
<1year $ 3,450 $ 5 25 $ 500,000 0.95% 3 Month 4.0
>1 year < 2 years 13,410 17,428 17.4 675,000 1.49% 3 Month 12.8

$ 16,860$ 17,433 11.0 $ 1,175,000 1.26% 3 Month 9.0

Payer Swaptions - short
< 1year

&

(4,660  (7,730) 5.4 $ (507,700)  1.49% 3 Month 12.8

The following table summarizes our contracts to purchase and sell TBA securities as of March 31, 2021
and December 31, 2020

(% in thousands)

Notional Net
Amount Cost Market Carrying
Long (Shof%) Basi®) Valué) Valuéh
March 31, 2021
30-Year TBA securities:
2.5% $ (250,000% (257,188% (256,270% 918
3.0% (1,062,000) (1,114,345) (1,105,807) 8,538
Total $ (1,312,000% (1,371,533% (1,362,077% 9,456
December 31, 2020
30-Year TBA securities:
2.0% $ 465,000% 479,531% 483,090% 3,559
3.0% (328,000) (342,896) (343,682) (786)
Total $ 137,000% 136,635% 139,408% 2,773

(1) Notional amount represents the par value (or principal balance) of the underlying Agency RMBS.

(2) Cost basis represents the forward price to be paid (received) for the underlying Agency RMBS.

(3) Market value represents the current market value of the TBA securities (or of the underlying Agency RMBS) as of

(4) p=tcdreyidg value represents the difference between the market value and the cost basis of the TBA securities as of
prederivetideaassistsefiiatifities) at fair value in our balance sheets.

Gain (Loss) From Derivative and Other Hedging Instruments, Net

The table below presents the effect of the Company’s derivative and other hedging instruments
opevatihesstateheetiteeef months ended March 31, 2021 and 2020.

(in thousands)

Three Months Ended March

31,2021 2020
Eurodollar futures contracts (short positions) $ 12 $ (8,217)
T-Note futures contracts (short position) 2,476 (4,339)
Interest rate swaps 27,123 (60,623)
Payer swaptions (short positions) (26,167) -
Payer swaptions (long positions) 40,070 (2,589)
Interest rate floors 1,384 -
TBA securities (short positions) 9,133 (7,090)
TBA securities (long positions) (8,559) -
Total $ 45,472% (82,858)

Credit Risk-Related Contingent
Features
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The use of derivatives and other hedging instruments creates exposure to credit risk relating to
coumptemtiet tapsredhatthe event that the counterparties to these instruments fail to perform their
obhgaiitnsmaadrinihgze this risk by limiting our counterparties for instruments which are not centrally
eledradgmnta negjstdieancial institutions with acceptable credit ratings and monitoring positions with
Inchdditiaincauen terpatieesequired to pledge assets as collateral for our derivatives, whose amounts vary
theenamieebaafpnotional amount and remaining term of the derivative contract. In the event of a
defanttybycd cmeiterpastyents provided for under the terms of our derivative agreements, and may
bavest#isutiedbairEisgollateral for our derivatives. The cash and cash equivalents pledged as
tutatenahtsraveridelideti/an restricted cash on our balaiicis ghe&empany's policy not to offset assets
liabilities associated with open derivative contracts. Hoaeder, the Chicago Mercantile Exchange
v&Mdish masgyohaandésizeas settlement payments, as opposed to adjustments to collateral. As a result,
dadJathbibtizssatsociated with centrally cleared derivatives for which the CME serves as the central
plesdngepeaty/ ibtkese derivatives had been settled as of the reporting date.

NOTE 5. PLEDGED ASSETS
Assets Pledgedto Counterparties

The table below summarizesour assetspledged as collateralunder ourrepurchase agreementsand

inclg@ivpdveatiesprenieayr&a®dto securitiessold but notyet settled, as of March31, 2021 and December 31,
2020.

(in thousands)

March 31, 2021
Repurchase Derivative

December 31, 2020
Repurchase Derivative

Assets Pledged to Counterparties Agreements Agreements  Total Agreements Agreements  Total

PT RMBS - fair value $ 4,081,596% - $ 408159 $ 3,692,811% - $ 3,692,811
Structured RMBS - fair value 38,904 - 38,904 27,095 - 27,095
Accrued interest on pledged securities 10,572 - 10,572 9,636 - 9,636
Receivable for securities sold 154,977 - 154,977 - - -
Restricted cash 102,575 14,580 117,155 58,829 20,534 79,363
Total $ 4,388,624% 14,580$% 4,403,204 $ 3,788,371% 20,534 $ 3,808,905

Assets Pledgedfrom Counterparties

The table below summarizesour assetspledged tous from counterpartiesunder ourrepurchase
agroSHRARSais tRYGFaBVERYIEBARts as of March 31, 2021 and December 31,2020.

(in thousands)

March 31, 2021

December 31, 2020

Repurchase Derivative

Repurchase Derivative

Assets Pledged to Orchid AgreementsAgreements  Total AgreementsAgreements  Total

Cash $ 99 $ 21,369% 21,468 $ 120 $ 6,083 $ 6,203
U.S. Treasury securities - fair value 737 - 737 253 - 253
Total $ 836 $ 21369% 22205%$ 373 $ 6,083 $ 6,456

RMBS and U.S. Treasurysecuritiesreceived asmargin underour repurchaseagreementsare not recordedin
becHiB OIS NSty retains ownershipof the security. U.S. Treasury securities received fromcounterparties
pS/epdatrspliioRgs@ireements are recognizedas obligationsto return securities borrowed under reverse

RIARcRASIRARYI ERBIe RETENBE as margin isrecognized as cash andcash equivalentswith a corresponding

amount recognizedas an
14



increase inrepurchase agreementsor other liabilitiesin the
balancesheets.

NOTE 6. OFFSETTING ASSETS AND LIABILITIES

The_ Company’s dgrivative agreementsand repurchaseagreementsand reverserepurchase agreementsare
agréemientéitRdaEYe@netting or similar arrangements,which providefor the rightof offset inthe eventof

Baflipfcysheigiapi@ty to thetransactions. The Companyreports itsassets andliabilities subject tothese
gH&Bgementson a gross

Th(_a followingtable presentsinformationregardingthose assetsand liabilitiessubject tosuch arrangements
preSénitih EpoPRRNERHasis asof March 31,2021 and December31, 2020.

(in thousands)

Offsetting of Assets

Gross Amount Not
Net Amount Offset in the Balance Sheet
of Assets Financial
Gross Amoun6Gross Amount Presented Instruments Cash
of Recognized Offset in the in the Received as Received as Net
Assets Balance SheeBalance Sheet Collateral Collateral Amount

March 31, 2021

Interest rate swaps $ 25,254 % - $ 25,254 % - $ - $ 25,254
Interest rate swaptions 58,643 - 58,643 - (13,962) 44,681
Interest rate floors 2,399 - 2,399 - - 2,399
TBA securities 9,456 - 9,456 - (7,407) 2,049
$ 95,752 % - % 95,752 % - $ (21,369% 74,383
December 31, 2020
Interest rate swaps $ 7% - $ 7% -$ -3 7
Interest rate swaptions 17,433 - 17,433 - (3,563) 13,870
TBA securities 3,559 - 3,559 - (2,520) 1,039
$ 20,999 % - 9% 20,999 % - 9% (6,083% 14,916

(in thousands)

Offsetting of Liabilities

Gross Amount Not
Net Amount Offset in the Balance Sheet
of Liabilities Financial
Gross AmounGross Amount Presented Instruments
of Recognized Offset in the in the Posted as Cash Posted Net
Liabilities Balance SheeBalance Sheet Collateral as Collateral Amount

March 31, 2021

Repurchase Agreements $ 4,181,680% - $ 4,181,680% (4,079,105% (102,575% -
Interest rate swaptions 35,057 - 35,057 - - 35,057
$ 4,216,737% - $  4,216,737% (4,079,105% (102,575% 35,057
December 31, 2020
Repurchase Agreements $ 3,595,586% - $ 3,595586% (3,536,757% (58,829% -
Interest rate swaps 24,711 - 24,711 - (19,761) 4,950
Interest rate swaptions 7,730 - 7,730 - - 7,730
TBA securities 786 - 786 - (284) 502
$ 3,628,813% - $ 3,628,813% (3,536,757% (78,874% 13,182

The amountsdisclosed forcollateralreceived by or postedto the same counterpartyup to and not

assBX6RRLEAIF O AR iancesheets. The fair valueof the actualcollateral received byor postedto
the same counterparty 15



typically excee_dsthe amountspresented. See Note 5 for a discussionof collateralposted orreceived againstor for
ERRaRegRBlgRIIBA%er hedging instruments.

NOTE 7. CAPITAL STOCK
Common StocklIssuances

During thethree monthsended March31, 2021 andthe year endedDecember 31,2020, the Company
offeAPEPtsterihesielRy tsmriestock.

(% in thousands, except per share amounts)

Weighted
Average
Price

Received Net
Type of Offering Period Per Sharfd Shares Proceed3
2021
At the Market Offering Prdgram First Quarter $ 5.10 308,048% 1,572
Follow-on Offerings First Quarter 5.31 17,940,000 95,336
Total 18,248,048 96,908
2020
At the Market Offering Pro@ram First Quarter $ 6.13 3,170,727% 19,447
At the Market Offering Program Second Quarter - - -
At the Market Offering Program Third Quarter 5.06 3,073,326 15,566
At the Market Offering Program Fourth Quarter 5.32 6,775,187 36,037

13,019,240 71,050

(1) Weighted average price received per share is after deducting the underwriters’ discount, if applicable, and other

(2) BigrBIgceests.-are net of the underwriters’ discount, if applicable, and other offering costs.

(3) The Company has entered into eight equity distribution agreements, seven of which have either been terminated
Becaiteerafliabatpmivesess®sequent agreement.

Stock Repurchase Program

On July 29, 2015, the Company’s Board of Directors authorized the repl2¢d2@@@8hgreés of the Company’s
common stock. On February 8, 2018, the Board of Directors approved an increasein the stock repurchase
RERBlIBAIBUNG2aMAres of the Company's common stock. CoupletBajitbBieares remaining from the of2qg@@dl,000
share authorization, the increased authorization brought the total aGt{BOfZRirates, representing 10% of the
Company’s then outstanding share count. As part of the stock repurchase program, sharesmay be purchased
tPePRABtIBALKSock purchases, through privately negotiated transactions, or pursuantto any trading plan that
BRORMAEERIRA Rule 10b5-1 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Open
wiarsetrRRIg (hagedrdance with Exchange Act Rule 10b-18, which sets certain restrictions on the method,
BRendmaricet atstkaepiRPlases. The timing, manner, price and amount of any repurchases will be determined
B%Hﬂ@t@?ﬂmiin&ssubject to economic and market conditions, stock price, applicable legal requirements and
athRbfReiess dde not obligate the Company to acquire any particular amount of common stock and the
Bregsathay farisranpanyds discretion without prior notice.

From the inception of the stock repurchase program through March 31, 2021, the Company repi686dskd a
shatethphn aggregate cost of approxidtatajilion, including commissions and fees, for a weighted averagOper
share. No shares were repurchased durind’fﬂ‘@@fr@e months ended March 31, 2021 and 2020. The remaining
papesizadioPraEERTRE of March 31, 2@&7 \Bashares.
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Cash Dividends

The table below presents the cash dividends declared on the Company’s
common stock.

(in thousands, except per share amounts)

Per Share

Year Amount Total

2013 $ 1.395% 4,662
2014 2.160 22,643
2015 1.920 38,748
2016 1.680 41,388
2017 1.680 70,717
2018 1.070 55,814
2019 0.960 54,421
2020 0.790 53,570
2021 - YTD 0.260 23,374
Totals $ 11.915% 365,337

(1) OnApril 14, 202the Company declared a divideAd6f$er share to be paidwely 26, 2021 he effect of this dividend is
the table above but is not reflected in the Company’s financial statements as of Mariciel8ded0n1.

NOTE 8. STOCK INCENTIVE PLAN

In October 2012, the Company’s Board of Directors adopted and Bimini, then the Company’s sole
apmmadidideiOrehid Island Capital, Inc. 2012 Equity Incentive Plan (the “Incentive Plan”) to recruit
dirdoeiamedpthgeservice providers, including employees of the Manager and other affiliates. The
focemeizevBlanop sivitiesptions, stock appreciation rights, stock award, performance units, other equity-
tasecraietdivédantts with respect to awards of performance units and other equity-based awards) and
iNoemtiverdivardian is administered by the Compensation Committee of the Company’s Board of
Doegtary/sxtépB teatitbé Directors will administer awards made to directors who are not employees of
tiffliemypaime dndisntive Plan provides for awards of up to an aggregate of 10% of the issued and
oaistandistpskdoesanfllyrdiluted basis) at the time of the awards, subject to a maxifa0tCifiragstef
Company’s common stock that may be issued under the Incentive Plan. the

Performance Units

The Company has issued, and may in the future issue additional, performance units under the
exelndbrdiodiPéan smdaertapioyees of its Manager. “Performance Units” vest after the end of a defined
pesedoansatigtamidn of the performance conditions set forth in the performanceWhéragegaettreach
Performance Unit will be settled by the issuance of one share of the Company’s common stock, at
Reitbrimaraddnit will be cancelled. The Performance Units contain dividend equivalent rights, which
ntideciie Biattidipdots declared by the Company on common stock, but do not include the right to vote
tgharewleflgorgmon stock. Performance Units are subject to forfeiture should the participant no longer
effiveray empkaerivé the Company or the Manager. Compensation expense for the Performance
theitemagdagrzstimyperiod once it becomes probable that the performance conditions will be
achieved.

The following table presents information related to Performance Units outstanding during the
Matbhe®lmoeisaerd2020.

(% in thousands, except per share data)

Three Months Ended
March 31,
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2021 2020

Weighted Weighted

Average Average
Grant Date Grant Date

Shares Fair Value Shares Fair Value
Unvested, beginning of period 4554 $ 7.45 19,021 $ 7.78
Granted 137,897 5.88 - -
Vested and issued (2,277) 7.45 (4,153) 8.20
Unvested, end of period 140,174 $ 5.91 14,868 $ 7.66
Compensation expense during period $ 3 $ 14
Unrecognized compensation expense, end of period $ 812 $ 27
Intrinsic value, end of period $ 842 $ 44
Weighted-average remaining vesting term (in years) 2.1 0.7

The number of shares of common stock issuable upon the vesting of the remaining outstanding
red Beztbimidiecehicthig@isrésr of 2020 as a result of the book value impairment event that occurred
phorgyd@etrto lthee@drap2oyipensation Plans (the "Plans"). The book value impairment event occurred
bhao b€ pepstare declined by more than 15% during the quarter ended March 31, 2020 and the
panghany'ddcivieedne January 1, 2020 to June 30, 2020 was more than 10%. The Plans provide that
irpaimaenbekealwecurs, then the number of outstanding Performance Units that are outstanding as of
thelgsaday pésadrshall be reduced by 15%.

Stock Awards

The Company has issued, and may in the future issue additional, immediately vested common
Incaiticle iderttheertain executive officers and employees of its Manager. The following table presents
tofértyatiestedlatedmon stock issued during the three months ended March 31, 2021 and 2020. All of
tifectutiynoesteockhiase®d during the three months ended March 31, 2021, and the related
goenpenh sétionespeense semiee performed during the previous fiscal year.

(% in thousands, except per share data)

Three Months Ended March

3k021 2020
Fully vested shares granted 137,897
Weighted average grant date price per share $ 5.88
Compensation expense related to fully vested shares of common®tock awards $ 811 $

(1) The awards issued during the three months ended March 31, 2021 were granted with respect to service performed in
$600,080pod xiomapelgsation expense related to the 2021 awards was accrued and recognized in 2020.

Deferred Stock Units

Non-employee directors began to receive a portion of their compensation in the form of deferred
(“DStask puitsaaatds the Incentive Plan beginning with the awards for the second quarter of 2018.
Egloht® Bidepmpresenshare of the Company’s common stock. The DSUs are immediately vested and
deresbtibtiairathdwiection of the individual participant. The DSUs contain dividend equivalent rights,
peuitbi it trexceive distributions declared by the Company on common stock. These dividend
gooastentaigitoaet BSUBMt the participant’s election. The DSUs do not include the right to vote the
coneTigimgtebkres of

The following table presents information related to the DSUs outstanding during the three months
20Xnaed R02@h 31,
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(% in thousands, except per share data)

Three Months Ended March 31,

2021 2020

Weighted Weighted

Average Average
Grant Date Grant Date

Shares Fair Value Shares Fair Value
Outstanding, beginning of period 90,946 $ 5.44 43,570 $ 6.56
Granted and vested 10,422 5.31 9,008 5.69
Issued - - - -
Outstanding, end of period 101,368 $ 5.43 52,578 $ 6.41
Compensation expense during period $ 45 $ 45
Intrinsic value, end of period $ 609 $ 155

NOTE 9. COMMITMENTS AND CONTINGENCIES

From time to time, the Company may become involved in various claims andlegal actions arising in
bustREINNARUGOMWSS ¥ not aware of any reported or unreported contingencies at March 31, 2021.

NOTE 10. INCOME TAXES

The Company will generally not be subject to federal income tax on its REIT taxableincome to the extent it
taxHrIREERRdtRoRE dtockholders and satisfies the ongoing REIT requirements, including meeting certain
aaaRirdRferastaNA BTk must generally distribute at least 90% of its REIT taxable income to its stockholders, of
wiishSamsaanaerlwithin the taxable year, in order to avoid the imposition of an excise tax. The remaining
el asERsT ehatibniRing taxable year, provided the REIT elects to treat such amount as a prior year
gissibrtinnensemeets certain

NOTE 11. EARNINGS PER SHARE (EPS)

The Company had dividendeligible PerformanceUnits and Deferred StockUnits thatwere outstandingduring
end® MERENBENHTR1 and2020. The basic and dilutedper share computationsinclude theseunvested
Bestrruansn Widie a8 Bsiesradailableto common stock,as they havedividend participationrights. Theunvested
Bertarerdsesditnipitiithve no contractualobligationto share inlosses. Becausethere is nosuch obligation,the
umesieitriferreariBek Unitsare not includedin the basicand diluted EPS computationswhen no incomeis
avaitapleigearemarstefisideredparticipating securities.

The table below reconcilesthe numeratorand denominatorof EPS forthe three monthsended
March 31, 2021 and2020.

(in thousands, except per share information)

Three Months Ended March

31,2021 2020

Basic and diluted EPS per common share:
Numerator for basic and diluted EPS per share of common stock:

Net loss - Basic and diluted $ (29,369% (91,199)
Weighted average shares of common stock:

Shares of common stock outstanding at the balance sheet date 94,411 66,237

Effect of weighting (9,066) (1,647)
Weighted average shares-basic and diluted 85,345 64,590

Net loss per common share:
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Basic and diluted $ (0.34)$ (1.42)
Anti-dilutive incentive shares not included in calculation. 242 67

NOTE 12. FAIR VALUE

The frameworkfor usingfair valueto measure assets and liabilities defines fairvalue as the price thatwould be
asséeeripatieoset®iera liability (an exit price).A fair value measure shouldreflect the assumptionsthat market
PRIt e 86t @ URgNity, including the assumptionsabout therisk inherentin a particularvaluation technique, the
effepecfaisestisBastan asset andthe risk of non-performance.Required disclosuresinclude stratificationof
hrlagarsihasfdmaNiidased oninputs the Company usesto derive fair value measurements. These stratifications
are:

e Level 1 valuations,where the valuationis based onquoted marketprices foridentical assetsor liabilities

tiasie inaciiemaTkRles andover-the-countermarkets withsufficient volume),

e Level 2 valuations,where thevaluationis based onquoted marketprices forsimilar instrumentstraded in
peitee rapidettichl@esimilar instrumentsin marketsthat are notactive and model-based valuation
teghmicaesiesyMiidAl are observablein the market,and

e Level 3 valuations,where thevaluationis generatedfrom model-basedtechniquesthat use significant
BBSLMBBAPNAE market, but observablebased on Company-specificdata. These unobservable
awpuipsoiefestifiates forassumptionsthat marketparticipantswould usein pricingthe asset or
tiednitg\éduasienlly include optionpricing models, discounted cash flow models and similar techniques,but
Ry ¥l HedRcdd g RABS of assetsor liabilitiesthat are notdirectly comparableto the subjectasset or liability.

The Company'sRMBS and TBA securitiesare Level2 valuations,and such valuationscurrently are
basE8t8HMRbRY R pABMRGRburcesand/or third party brokerquotes, whenavailable. Becausethe price
einpias MayMaBkéNGertainjudgments and assumptionsabout the appropriate price to useto calculatethe fair
wRURsIdIEh GemPAEa¥burcesuse variousvaluation techniquesto determinethe price of the Company’s
ARIUbERSLIBRHSRENRIBYERecentmarket for like or identicalassets (includingsecurity coupon, maturity, yield, and
BrReaNpABS§RRIMiquesto determine market creditspreads (option adjustedspread, zerovolatility spread,
enreadiodhe bt Beesiéhmarksuch as a TBA),and model drivenapproaches (the discountedcash flow method,
BlegkSeleles #ihtth relyupon observablemarket ratessuch as theterm structureof interestrates and volatility).
pheiRppieritieseErAbased on marketconvention. The pricingsource determinesthe spreadof recently
ebservaB I AtaREIY I BEsets similarto those beingpriced. Thespread is thenadjusted basedon variancesin
pRHAdEMEsIgFi&icShservationand the assetbeing priced. Those characteristicsinclude: typeof asset, the
srnpiedhitanttetasme)dhthe expectedfuture cashflows of theasset, whetherthe couponof the assetis fixed or
@Q&gﬁ@?@mﬁe securityif applicable,the coupon,the maturity, theissuer, size ofthe underlyingloans, yearin
whiehdhigiHaeeTaa ea0alueratio, statein which theunderlyingloans reside, credit score of the underlying
RpPREHEaRATHBERNENNES the securityis determinedby using theadjusted spread.

The Company'sfutures contractsare Level 1 valuations, as they areexchange-tradedinstrumentsand quoted
readN&@aiRaisIeSAI€Ures contractsare settled daily. The Company’sinterest rate swaps and interest rate
Suiaatens arad-eehAalue of interestrate swapsis determinedusing a discountedcash flow approach using
fonwardenantehiateiRpieatafe observableinputs. Thefair value of interestrate swaptionsis determinedusing an
optionpricing model.

RMBS (basedon the fairvalue option),derivativesand TBA securitieswere recordedat fair valueon a
threteaisHeaRdWIREWE1, 2021 and2020. When determiningfair value measurements, the Company
sansitesehentiaskealiffiomshit would transactand considersassumptions that marketparticipantswould use
W JéBmiBa RS $mpany looks to activeand observablemarkets to price identicalassets. When identical
assetsraekeisithdeddpany looks to marketobservable data for similar assets.
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The followingtable presentsfinancial assets(liabilities)measured at fair valueon a recurringbasis as
DeceitseeR BhEMRL@A e contracts are reported asa net positionby contracttype, and not based on master netting

arrangements.
(in thousands)
Quoted Prices
in Active Significant
Markets for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs

(Level 1) (Level 2) (Level 3)
March 31, 2021
Mortgage-backed securities $ - $ 4,338,536% -
Interest rate swaps - 25,254 -
Interest rate swaptions - 23,586 -
Interest rate floors - 2,399 -
TBA securities - 9,456 -
December 31, 2020
Mortgage-backed securities $ - % 3,726,895% -
Interest rate swaps - (24,704) -
Interest rate swaptions - 9,703 -
TBA securities - 2,773 -

During the three months ended March 31, 2021 and 2020, there were no transfers of financial assets or
2 ofigbilities between levels 1,

NOTE 13. RELATED PARTY TRANSACTIONS
Management Agreement

The Company is externally managed and advised by Bimini Advisors, LLC (the “Manager”)
maRagemIehtadredaisns. oftffie management agreement has been renewed through February 20, 2022
anebpiavideadafear extension options thereafter and is subject to certain termination rights. Under the
HRERagEHEt agreement, the Manager is responsible for administering the business activities and day-
tRdey epRiaioma@Manager receives a monthly management fee in the amount of:

° One-twelfth of 1.5% of the first $250 million of the Company’s month-end equity, as defined
Hytee mamagement

° One-twelfth of 1.25% of the Company’s month-end equity that is greater than $250 million
agddess $500 ehillion, and

° One-twelfth of 1.00% of the Company’s month-end equity that is greater than $500 million.

The Company is obligated to reimburse the Manager for any direct expenses incurred on its behalf
MaRageiotheydb@pany’s pro rata portion of certain overhead costs set forth in the management
aviepaetePNALLE the management agreement without cause, it will pay the Manager a termination
RO b &R annual management fee, as defined in the management agreement, before or on

#iaHasdglaenidhe term
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Total expenses recorded for the management fee and costs incurred were 2fjonidionaetfl & million
for the three months ended March 31, 2021 and 2020, respectively. At March 31, 2021 and
Beermbendlo 2FARtEene! approxirdatalillidn anddBmillion, respectively.

Other Relationships with Bimini

Robert Cauley, our Chief Executive Officer and Chairman of our Board of Directors, also serves as Chief
Chaif@s iR OFiauasidirectors of Bimini and owns shares of common stock of Bimini. George H. Haas,
Brieer, Ghelthinangikbnt Officer, Secretary and a member of our Board of Directors, also serves as the Chief
frivaseird oitersehifl Treasurer of Bimini and owns shares of common stock of Bimini. In addition, as of
ManelBso80k5HRavBHIor 2.8%, of the Company’s common stock.
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ITEM 2. MANAGEMENT’SDISCUSSION AND ANALYSIS OF FINANCIALCONDITION AND RESULTS OF
OPERATIONS

The following discussion of our financial condition and results of operations should beread in conjunction with the
statBRfigland notes to those statements included in Item 1 of this Form 10-Q. The discussion may contain certain
FRMAH NG involve risks and uncertainties. Forward-looking statements are those that are not historical in nature.
ARy eeti6, such as those set forth under “Risk Factors” in our most recent Annual Report on Form 10-K, our actual
ERFEimBERYially from those anticipated in such forward-looking statements.

Overview

We are a specialty finance company that invests in residential mortgage-backed securities (“RMBS”) which are
gualsfied®ny a federally chartered corporation or agency (“Agency RMBS”). Ourinvestment strategy focuses on,
a0t RArEAccategories of Agency RMBS: (i) traditional pass-through Agency RMBS, such as mortgage pass-
Issodahgarbliaéesiae, Freddie Mac or Ginnie Mae (the “GSEs”) and collateralized mortgage obligations (“CMOs”)
EPued B g &n9E§) structured Agency RMBS, such as interest-only securities (“lOs”), inverseinterest-only securities
6‘Hﬁb$ﬁhﬂﬁﬁly securities (“POs”), among other types of structured Agency RMBS. We were formed by Bimini in August
é8&fnenced operations on November 24, 2010 and completed our initial public offering (“IPO”)on February 20, 2013.
Weearally managed by Bimini Advisors, an investment adviser registered with the Securitiesand Exchange
Commission (the “SEC").

Our business objective is to provide attractive risk-adjusted total returns over the long termthrough a combination
appfé&ianialand the payment of regular monthly distributions. We intend to achieve this objective by investing in and
5‘[@@%@%‘@'%pital between the two categories of Agency RMBS described above. We seekto generate income from (i)
Hherget biesapleveraged PT RMBS portfolio and the leveraged portion of our structured Agency RMBS portfolio, and
(Hixdhedniergsherate from the unleveraged portion of our structured Agency RMBS portfolio. We intend to fund our PT
BABH dR@ur structured Agency RMBS through short-term borrowings structured as repurchase agreements. PT
Ryt 2RrRIEI8IBfpI€slly exhibit materially different sensitivities to movements in interestrates. Declines in the value of
ARG/ R EMERL by appreciation in the other. The percentage of capital that we allocate to our two Agency RMBS asset
garaaiiediriBe actively managed in an effort to maintain the level of income generated by the combined portfolios,
thecstrbitbeaiiRaid the stability of the value of the combined portfolios. We believe that this strategy will enhance our
lﬂ}%ﬂ'ﬂﬂﬁgs, book value stability and asset selection opportunities in various interestrate environments.

We operate so as to qualify to be taxed as a real estate investment trust (“REIT”) under the Internal Revenue
amé&rRRy ‘%ﬂﬂe%@oéé”). We generally will not be subject to U.S. federal income tax to the extent that we currently
Aistiboel@fritdme (as defined in the Code) to our stockholders and maintain our REIT qualification.

The Company’s common stock trades on the New York Stock Exchange under the symbol “ORC”.
Capital Raising Activities

On January 23, 2020, we entered into an equity distribution agreement (the “January 2020 Equity Distribution
threAg/gieRagEN¥iBursuant to which we could offer and sell, from time to time, up to an aggregate amountof
5260 AUNIABPERN @S transactions that were deemed to be “at the market” offerings and privately negotiated
HapsaGiang 78VedssiRdes under the January 2020 Equity Distribution Agreement for aggregate gross proceeds of
HdP i soBlRrs @ndpproximately $19.4 million, net of commissions and fees, prior toits termination in August 2020.

On August 4, 2020, we entered into an equity distribution agreement (the “August 2020 Equity Distribution
saleRHGEAHUY WilthiaBwhich we may offer and sell, from time to time, up to an aggregate amountof $150,000,000

ebatasROEKIN transactions that are deemed to be “at the market” offerings and privately negotiated transactions.
Through March 31,
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2021, we issued a total of 10,156,561 shares under the August 2020 Equity Distribution Agreement for aggregate
B RAMERAYS9R. 1 million, and net proceeds of approximately $53.2 million, net of commissions and fees.

On January 20, 2021, we entered into an underwriting agreement (the “January 2021 Underwriting Agreement”)
SecWHﬂeb'ﬂLMo(ﬁ%ﬁ Morgan”), relating to the offer and sale of 7,600,000 shares of our common stock. J.P. Morgan
BHEEBaTTDbtircommon stock from the Company pursuant to the January 2021 Underwriting Agreement at $5.20 per
fRagraiierfgiPoMorgan a 30-day option to purchase up to an additional 1,140,000 shares of our common stock on the
EBMAISHASMIEN J.P. Morgan exercised in full on January 21, 2021. The closing of the offering of 8,740,000 shares of
Styckodegififed on January 25, 2021, with net proceeds to us of approximately $45.2 million, net of offering expenses.

On March 2, 2021 we entered into an underwriting agreement (the “March 2021 Underwriting Agreement”) with
relafifiyy Mafg@Bffer and sale of 8,000,000 shares of our common stock. J.P. Morgan purchased the shares of our
fromApdagiolirsiant to the March 2021 Underwriting Agreement at $5.45 per share. In addition, we granted J.P.
MARrsrRApcHa%e up to an additional 1,200,000 shares of our common stock on the same terms and conditions,
wihuehised iMaigm March 3, 2021. The closing of the offering of 9,200,000 shares of our common stock occurred on
MWigtiahe® pP8&deds to us of approximately $50.1 million, net of offering expenses.

Stock Repurchase Agreement

On July 29, 2015, the Company’s Board of Directors authorized the repurchase of up to 2,000,000 shares of our
TheCRMMPM@eter, price and amount of any repurchases is determined by the Company in its discretion and is
aHBIATARABIRMIBNS, stock price, applicable legal requirements and other factors. The authorization does not
fbhagiardakyasapeilylar amount of common stock and the program may be suspended or discontinued at the
WRARMAMP B CIRTEEON February 8, 2018, the Board of Directors approved an increasein the stock repurchase
RERGIBABIY, 9PABAN shares of the Company’s common stock. Coupled with the 783,757 shares remaining from the
srgrea2:91%z8686n, the increased authorization brought the total authorization to 5,306,579 shares, representing 10%
ofdiany’s then outstanding share count. This stock repurchase program has no termination date.

From the inception of the stock repurchase program through March 31, 2021, the Companyrepurchased a total of
sha%@sa'iyﬁﬂﬂaggregate cost of approximately $40.4 million, including commissions and fees, for a weighted average
Briar0f e I0dvehany did not repurchase any shares of its common stock during the three months ended March 31,
PEXRAINTRG authorization under the repurchase program as of March 31, 2021 was 837,311 shares.

Factors that Affect our Results of Operations and Financial Condition

A variety of industry and economic factors may impact our results of operations and financial condition. These
factors include:

interest rate trends;

the difference between Agency RMBS yields and our funding and hedging costs;

competition for, and supply of, investments in Agency RMBS;

actions taken by the U.S. government, including the presidential administration, the Fed, the Federal Housing

R@@W‘@he “FHFA”), the Federal Open Market Committee (the “FOMC”) and the U.S. Treasury;

prepayment rates on mortgages underlying our Agency RMBS and credit trends insofar as they affect

o BIREAMARKETEIRRIBPFents.

In addition, a variety of factors relating to our business may also impact our results of operations and financial
factoEORfliRMR: These

24



our degree of leverage;

our access to funding and borrowing capacity;

our borrowing costs;

our hedging activities;

the market value of our investments; and

the requirements to qualify as a REIT and the requirements to qualify for aregistration exemption under the

DYRPBERNACL.

Results of Operations

Described below arethe Company’sresults of operations for the threemonths ended March 31,2021, as compared
Comisaifies resultsof operationsfor the threemonths endedMarch 31, 2020.

Net (Loss)Income Summary

Net loss forthe three months endedMarch 31,2021 was $29.4million, or$0.34 pershare. Netloss for thethree
Mardh@thsepgiR@s $91.2 million, or$1.41 pershare. The components of net lossfor the threemonths ended March 31,
2l arierBd&hangesin those componentsare presentedin the table below:

(in thousands)

2021 2020 Change
Interest income $ 26,856 $ 35,671% (8,815)
Interest expense (1,941) (16,523) 14,582
Net interest income 24,915 19,148 5,767
Losses on RMBS and derivative contracts (50,791)  (108,206) 57,415
Net portfolio deficiency (25,876) (89,058) 63,182
Expenses (3,493) (2,141) (1,352)
Net loss $  (29,369%  (91,199% 61,830

GAAP and Non-GAAP Reconciliations

In addition to the results presented in accordance with GAAP, our results of operations discussed below
nonvGIAP ¢iedaitial information, including “Net Earnings Excluding Realized and Unrealized Gains and
lrassest’ EXxprmmsmrfiEnd “Economic Net Interest Income.”

Net Earnings Excluding Realized and Unrealized Gains and Losses

We have elected to account for our Agency RMBS under the fair value option. Securities held under the
optitir s@uecorded at estimated fair value, with changes in the fair value recorded as unrealized gains or
tossstathnoenys of operations.

In addition, we have not designated our derivative financial instruments used for hedging purposes as
accbedtjag fourposes, but rather hold them for economic hedging purposes. Changes in fair value of these
preisentedtinageseparate line item in the Company’s statements of operations and are not included in interest
supbnkw. fiAancial reporting purposes, interest expense and cost of funds are not impacted by the fluctuation
aeviakteyefittstruments.

Presenting net earnings excluding realized and unrealized gains and losses allows management to: (i)
inteisrdatedhmaaind other expenses of the Company over time, free of all fair value adjustments and (ii)
effeetisdhess of our funding and hedging strategies on our capital allocation decisions and our asset

allocation performance. ,
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Our funding and hedging strategies, capital allocation and asset selection are integral to our risk
tharefgeeneniticstl-ateting arahagement of our portfolio. We believe that the presentation of our net earnings
ardudhiregatieatizgdins is useful to investors because it provides a means of comparing our results of
opeEsstbhdieeafot elected the same accounting treatment. Our presentation of net earnings excluding
eakadidexhdains and losses may not be comparable to similarly-titled measures of other companies, who
oawulestodisfefand result, net earnings excluding realized and unrealized gains and losses should not be
sabstitatedaxoar GAAP net income (loss) as a measure of our financial performance or any measure of our
Bty Thdeable below presents a reconciliation of our net income (loss) determined in accordance with
EaxARgmexoiiding realized and unrealized gains and losses.

Net Earnings Excluding Realized and Unrealized Gains and Losses
(in thousands, except per share data)

Per Share
Net Earnings Net Earnings
Excluding Excluding
Realized and Realized and Realized and Realized and
Net Unrealized Unrealized Net Unrealized Unrealized
Income Gains and Gains and Income Gains and Gains and
(GAAP) Lossed) Losses (GAAP) Losses Losses
Three Months Ended
March 31, 2021 $ (29,369% (50,7918 21,422% (0.34)% (0.60)% 0.26
December 31, 2020 16,479 (4,605) 21,084 0.23 (0.07) 0.30
September 30, 2020 28,076 5,745 22,331 0.42 0.09 0.33
June 30, 2020 48,772 28,749 20,023 0.74 0.43 0.31
March 31, 2020 (91,199) (108,206) 17,007 (1.41) (1.68) 0.27

(1) Includes realized and unrealized gains (losses) on RMBS and derivative financial instruments, including net interest income or
mtpersgate swaps

Economic Interest Expense and Economic Net Interest Income

We use derivative and other hedging instruments, specifically Eurodollar, Fed Funds and Treasury Note
futufgsNotdiacts, short positions in U.S. Treasury securities, interest rate swaps and swaptions, to hedge a
pueiestahthaisk on repurchase agreements in a rising rate environment.

We have not elected to designate our derivative holdings for hedge accounting treatment. Changes in
instfaimeaitscané thessented in a separate line item in our statements of operations and not included in interest
eMpknim. flmncial reporting purposes, interest expense and cost of funds are not impacted by the fluctuation
geviaktdyefittstruments.

For the purpose of computing economic net interest income and ratios relating to cost of funds
intenesasxEen A8 been adjusted to reflect the realized and unrealized gains or losses on certain
trericativp anstusesngpecifically Eurodollar, Fed Funds and U.S. Treasury futures, and interest rate swaps
trat pedpiiotseach period presented. We believe that adjusting our interest expense for the periods
preesstsdonytiiesgai@svative instruments would not accurately reflect our economic interest expense for
teasempavitids.thbse derivative instruments may cover periods that extend into the future, not just the current
pealzebdAaryunrealized gains or losses on the instruments reflect the change in market value of the
creingeerinh cangsty/img interest rates applicable to the term covered by the instrument, not just the current
period.greseat, we have combined the effects of the derivative financial instruments in place for the
theEattiad iptredtveiipense incurred on borrowings to reflect total economic interest expense for the
mplesbéxpensel. including the effect of derivative instruments for the period, is referred to as economic
Nétrese egienseme, when calculated to include the effect of derivative instruments for the period, is referred

to as economic
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net interest income. This presentation includes gains or losses on all contracts in effect during the reporting
periodrreov grémipd as well as periods in the future.

The Company may invest in TBAs, which are forward contracts for the purchase or sale of Agency
preddd3mMiaica price, face amount, issuer, coupon and stated maturity on an agreed-upon future date. The
RddBiBad\berdslivered into the contract are not known until shortly before the settlement date. We may
shtiteseeptjidotmove the settlement of these securities out to a later date by entering into a dollar roll
KgesegtRMBEB@uUrchased or sold for a forward settlement date are typically priced at a discount to
sqtiivegenttbearuitiest month. Consequently, forward purchases of Agency RMBS and dollar roll transactions
fepresénffebalance sheet financing. These TBAs are accounted for as derivatives and marked to market
theoegie theGadosner losses on TBAs are included with gains or losses on other derivative contracts and are
maereshudednme for purposes of the discussions below.

We believe that economic interest expense and economic net interest income provide meaningful
conisiftematiaddition to the respective amounts prepared in accordance with GAAP. The non-GAAP
maaageadElpo evaluate its financial position and performance without the effects of certain transactions
adjiSWARts that are not necessarily indicative of our current investment portfolio or operations. The
lowsedi peddgaivative instruments presented in our statements of operations are not necessarily
neferestntat\expetisetittat we will ultimately realize. This is because as interest rates move up or down in the
fdimre othlesses we ultimately realize, and which will affect our total interest rate expense in future periods,
thayudiféaliftedngains or losses recognized as of the reporting date.

Our presentation of the economic value of our hedging strategy has important limitations. First, other
participkets may calculate economic interest expense and economic net interest income differently than the
ealgulage them. Second, while we believe that the calculation of the economic value of our hedging strategy
dbswelwzips to present our financial position and performance, it may be of limited usefulness as an
Ahahgifoad folee economic value of our investment strategy should not be viewed in isolation and is not a
Bubstistiexfmense and net interest income computed in accordance with GAAP.

The tables below present a reconciliation of the adjustments to interest expense shown for each period
deriadtitrednistoumnents, and the income statement line item, gains (losses) on derivative instruments,
eatmriddedenwith GAAP for each quarter of 2021 to date and 2020.

Gains (Losses) on Derivative Instruments
(in thousands)

Funding Hedges

Recognized in Attributed to Attributed to
Income U.S. Treasury and TBA Current Future
Statement Securities Gain (Loss) Period Periods
(GAAP) (Short Positions) (Long Positions) (Non-GAAP) (Non-GAAP)
Three Months Ended
March 31, 2021 $ 45472 % 9,133 $ (8,559)% (4,044% 48,942
December 31, 2020 8,538 (436) 5,480 (5,790 9,284
September 30, 2020 4,079 131 3,336 (6,900)% 7,512
June 30, 2020 (8,851) 582 1,133 (5,751)% (4,815)
March 31, 2020 (82,858) (7,090) - (4,900% (70,868)

Economic Interest Expense and Economic Net Interest Income
(in thousands)

Interest Expense on Borrowings
Gains
(Losses) on
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Derivative

Instruments Net Interest Income
GAAP Attributed Economic GAAP Economic
Interest Interest to Current Interest Net Interest Net Interest
Income Expense Periot) Expens® Income Incom@
Three Months Ended
March 31, 2021 $ 26,856 $ 1,941 $ (4,044)% 5,985 $ 24,915 $ 20,871
December 31, 2020 25,893 2,011 (5,790) 7,801 23,882 18,092
September 30, 2020 27,223 2,043 (6,900) 8,943 25,180 18,280
June 30, 2020 27,258 4,479 (5,751) 10,230 22,779 17,028
March 31, 2020 35,671 16,523 (4,900) 21,423 19,148 14,248

(1) Reflects the effect of derivative instrument hedges for only the period presented.
(2) Calculated by adding the effect of derivative instrument hedges attributed to the period presented to GAAP interest expense.
(3) Calculated by adding the effect of derivative instrument hedges attributed to the period presented to GAAP net interest

Net'\686¥est Income

During thethree monthsended March 31, 2021, we generated$24.9 millionof net interestincome, consistingof
intefe2ft- hooMendm RMBS assets offsetby $1.9 millionof interestexpense onborrowings. For the comparableperiod
QOQQQ\N@%&@tedm&l millionof net interestincome, consistingof $35.7 millionof interestincome fromRMBS assets
aifsRinbyf #kErest expenseon borrowings. The $8.8 milliondecrease ininterest incomewas due toa 170 basis point
{heppididesriear@dfe RMBS, partially offsetby the $762.9million increasein average RMBS. The $14.6 milliondecrease
Wﬂé‘h’%twas due to a 191bps decreasein the averagecost of funds, partially offsetby a $759.5million increasein
BYRIGERRSIHANHEY more average assetsand borrowingsduring thefirst quarterof 2021 comparedto the firstquarter of
degpedite proceeds ofour capitalraising activityduring the second halfof 2020 andthe firstquarter of2021.

On an economicbasis, ourinterestexpense onborrowingsfor the threemonths ended March 31,2021 and 2020was
and¥620 mifligion, respectively, resulting in$20.9 millionand $14.2 million of economic netinterestincome, respectively.
EBSrewRY interestexpense duringthe three months endedMarch 31,2021 was dueto the 191 bps decreasein the
AvesaaRsnal phiiads offsetby the $759.5million increasein average outstanding borrowingsand the negative

RetfgimaraeRMesduring the period.

The tablesbelow provideinformationon our portfolioaverage balances,interest income,yield onassets, average
expBAEOVEHIBITIRI@S net interestincome and net interestspread foreach quarterin 2021 to dateand 2020 onboth a
eMMNBAbasis.

(% in thousands)

Average Yield on Interest Expense Average Cost of Funds
RMBS Interest Average Average GAAP Economic GAAP Economic
Held Income  RMBS Borrowings Basis Basi® Basis Basi§)
Three Months Ended
March 31, 2021 $ 4,032,716% 26,856 2.66%% 3,888,633% 1,941 $ 5,985 0.20% 0.62%
December 31, 2020 3,633,631 25,893 2.85% 3,438,444 2,011 7,801 0.23% 0.91%
September 30, 2020 3,422,564 27,223 3.18% 3,228,021 2,043 8,943 0.25% 1.11%
June 30, 2020 3,126,779 27,258 3.49% 2,992,494 4,479 10,230 0.60% 1.37%
March 31, 2020 3,269,859 35,671 4.36% 3,129,178 16,523 21,423 2.11% 2.74%
(% in thousands)
Net Interest Income Net Interest Spread
GAAP Economic GAAP  Economic
Basis Basi®) Basis Basi¥)

Three Months Ended
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March 31, 2021 $ 24915 $ 20,871 2.46% 2.04%

December 31, 2020 23,882 18,093 2.62% 1.94%
September 30, 2020 25,180 18,280 2.93% 2.07%
June 30, 2020 22,779 17,028 2.89% 2.12%
March 31, 2020 19,148 14,248 2.25% 1.62%

(1) Portfolio yields and costs of borrowings presented in the tables above and the tables on pages 29 and 30 are calculated based
andiaye balances of the underlying investment portfolio/borrowings balances and are annualized for the periods presented.
Batnacgs for quarterly periods are calculated using two data points, the beginning and ending balances.

(2) Economic interest expense and economic net interguteiseotae in the table above and the tables on page 30 include the effect
of our derivative instrument hedges for only the periods presented.

(3) Represents interest cost of our borrowings and the effect of derivative instrument hedges attributed to the period divided by

averRrgeBsS.

(4) Economic net interest spread is calculated by subtracting average economic cost of funds from realized yield on average

RMBS.

Interest Income and Average Asset Yield

Our interestincome forthe three months endedMarch 31,2021 and 2020 was $26.9million and$35.7 million,
avefagBeRIMBE h¥EMRSlof $4,032.7 millionand $3,269.9million forthe three months ended March 31,2021 and 2020,
eslRest\RlypdAmliowas 2.66% and 4.36% for the threemonths endedMarch 31,2021 and 2020, respectively. Forthe
BHEEMORMA 31, 2021 ascomparedto the threemonths endedMarch 31, 2020, therewas a $8.8 million decreasein
totarestingesaR hedise inthe yield on average RMBS, partially offsetby a $762.9million increasein average RMBS.

The table below presentsthe average portfolio size, income and yields of our respectivesub-portfolios, consisting of
andstraeeEtdBach quarterin 2021 todate and 2020.

(% in thousands)

Average RMBS Held Interest Income Realized Yield on Average RMBS
PT Structured PT Structured PT Structured

Three Months Ended RMBS RMBS Total RMBS RMBS Total RMBS RMBS Total

March 31, 2021 $ 3,997,965% 34,751$ 4,032,716% 26,869 $ (13)$ 26,856 2.69% (0.15)% 2.66%
December 31, 2020 3,603,885 29,746 3,633,631 25,933 (40) 25,893 2.88% (0.53)% 2.85%
September 30, 2020 3,389,037 33,527 3,422,564 27,021 202 27,223 3.19% 241% 3.18%
June 30, 2020 3,088,603 38,176 3,126,779 27,004 254 27,258 3.50% 2.67% 3.49%
March 31, 2020 3,207,467 62,392 3,269,859 35,286 385 35,671 4.40% 2.47% 4.36%

Interest Expense and the Cost of Funds

We had averageoutstanding borrowings of $3,888.6 million and $3,129.2 millionand totalinterestexpense of$1.9
milliglfenRectHEe honths endedMarch 31,2021 and 2020, respectively. Ouraverage costof funds was0.20% and
mohthdeniedtireeh 31,2021 and 2020, respectively. Contributingto the decreasein interestexpense wasa 191 bps
gdoeragaedhsityt funds, partially offsetby a $759.5million increasein average outstanding borrowings during thethree
warthsangded1 as comparedto the threemonths ended March 31, 2020.

Our economic_:interest expensewas $6.0 millionand $21.4 million forthe three months endedMarch 31,2021 and
The?@3hsespeotyedtlecrease inthe average economic costof funds t00.62% forthe three months endedMarch 31,
#02hdraire Afifths ended March 31,2020.

Since all ofour repurchaseagreementsare short-term,changes inmarket ratesdirectly affectour interestexpense.
of fiRRYEIAIS8EASH a GAAP basis was 7bps above theaverage one-monthLIBOR and 3 bps belowthe average six-
tReih B dRID March 31, 2021. Our average economic costof funds was49 bps abovethe average one-month

bHZOR BB MM six-month LIBORfor the quarterended March31, 2021. The averageterm to maturityof the
outstandingrepurchase 29



agreementswas 43 daysat March 31, 2021 and 31 days atDecember 31,2020.

The tablesbelow presentthe average balance ofborrowings outstanding, interest expenseand average cost of
onefisiHIRAAPYRIAESth LIBOR ratesfor each quarterin 2021 to dateand 2020 onboth a GAAP and economicbasis.

(% in thousands)

Average Interest Expense Average Cost of Funds
Balance of GAAP Economic GAAP Economic
Three Months Ended Borrowings Basis Basis Basis Basis
March 31, 2021 $ 3,888,633% 1,941 % 5,985 0.20% 0.62%
December 31, 2020 3,438,444 2,011 7,801 0.23% 0.91%
September 30, 2020 3,228,021 2,043 8,943 0.25% 1.11%
June 30, 2020 2,992,494 4,479 10,230 0.60% 1.37%
March 31, 2020 3,129,178 16,523 21,423 2.11% 2.74%

Average GAAP Cost of Funds Average Economic Cost of Funds

Relative to Average Relative to Average
Average LIBOR One-Month Six-Month One-Month Six-Month
One-Month Six-Month LIBOR LIBOR LIBOR LIBOR
Three Months Ended
March 31, 2021 0.13% 0.23% 0.07% (0.03)% 0.49% 0.39%
December 31, 2020 0.15% 0.27% 0.08% (0.04)% 0.76% 0.64%
September 30, 2020 0.17% 0.35% 0.08% (0.10)% 0.94% 0.76%
June 30, 2020 0.55% 0.70% 0.05% (0.10)% 0.82% 0.67%
March 31, 2020 1.34% 1.43% 0.77% 0.68% 1.40% 1.31%

Gains or Losses
The table below presentsour gainsor losses forthe three months endedMarch 31,2021 and 2020.

(in thousands)

2021 2020 Change
Realized losses on sales of RMBS $ (7,397% (28,380% 20,983
Unrealized (losses) gains on RMBS (88,866) 3,032 (91,898)
Total losses on RMBS (96,263) (25,348) (70,915)
Gains (losses) on interest rate futures 2,488 (12,556) 15,044
Gains (losses) on interest rate swaps 27,123 (60,623) 87,746
Losses on payer swaptions (short positions) (26,167) - (26,167)
Gains (losses) on payer swaptions (long positions) 40,070 (2,589) 42,659
Gains on interest rate floors 1,384 - 1,384
Losses on TBA securities (long positions) (8,559) - (8,559)
Gains (losses) on TBA securities (short positions) 9,133 (7,090) 16,223
Total $ (50,791%  (108,206% 57,415

We invest inRMBS withthe intentto earn netincome fromthe realizedyield on thoseassets overtheir related
cosfsnalifethanebiareifgrpose of making shortterm gainsfrom sales. However, we havesold, and maycontinue tosell,
BUlRlinG ReRRISERts, whichour managementbelieves mighthave higherrisk-adjustedreturns inlight of currentor
%ﬂ@ﬁ%@ﬁ@ﬁ@éﬁf@‘@@rams orgeneral economicconditionsor to manage our balance sheet as partof our
3naeddrbiityMRIBIMESMonths ended March 31,2021 and 2020, we received proceeds of$988.5 millionand $1,808.9
Feiiidttively, fromthe sales of RMBS. Mostof these salesin the firstquarter of2020 occurredduring the second half of

Madchsde2daovdRr tomaintain sufficientcash and liquidityand reducerisk associatedwith the market turmoilbrought
aboutby COVID-
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Realized andunrealized gains andlosses on RMBSare drivenin part by changes inyields andinterest rates,which
of tifdfeetiigtiRdAHSur portfolio. As rates increasedduring thethree monthsended March31, 2021, it had a negative
opast @ EahRMBSosseson interestrate futurescontracts areaffected by changes inimplied forwardrates duringthe
TEROTEBBRIISH: presentshistoricalinterest ratedata for eachquarter endduring 2021to date and 2020.

5 Year 10 Year 15 Year 30 Year Three

U.S. Treasury U.S. Treasury Fixed-Rate Fixed-Rate Month

Raté) Raté) Mortgage R&®e Mortgage Réte LIBOR)

March 31, 2021 0.94% 1.75% 2.39% 3.08% 0.19%
December 31, 2020 0.36% 0.92% 2.22% 2.68% 0.23%
September 30, 2020 0.27% 0.68% 2.39% 2.89% 0.24%
June 30, 2020 0.29% 0.65% 2.60% 3.16% 0.31%
March 31, 2020 0.38% 0.70% 2.89% 3.45% 1.10%

(1) Historical 5 and 10 Year U.S. Treasury Rates are obtained from quoted end of day prices on the Chicago Board Options
(2) Bistbeinge30 Year and 15 Year Fixed Rate Mortgage Rates are obtained from Freddie Mac's Primary Mortgage Market Survey.
(3) Historical LIBOR is obtained from the Intercontinental Exchange Benchmark Administration Ltd.

Expenses
Total operating expenses were approximately $3.5 million and $2.1 million for the three months ended

and\2a20, 3ésR6&ively. The table below presents a breakdown of operating expenses for the three months
8thpg2aMacH 2020.

(in thousands)

2021 2020 Change
Management fees $ 1,621 $ 1,377 $ 244
Overhead allocation 404 347 57
Accrued incentive compensation 364 (436) 800
Directors fees and liability insurance 272 260 12
Audit, legal and other professional fees 318 255 63
Other direct REIT operating expenses 421 206 215
Other expenses 93 132 (39)
Total expenses $ 3,493 % 2,141 % 1,352

We are externally managed and advised by Bimini Advisors, LLC (the “Manager”) pursuantto the terms of a
agréeAESIEME&management agreement has been renewed through February 20,2022 and provides for automatic
BPBAYRAMEXERIMBPANG is subject to certain termination rights. Under the terms of the management agreement, the
Mapagsibie for administering the business activities and day-to-day operations ofthe Company. The Manager

FRERIGSReRORIBI the amount of:

One-twelfth of 1.5% of the first $250 million of the Company’s month end equity, as defined in the
DABFARMP G ROBHPRRthe Company’s month end equity that is greater than $250 millionand less than or
AfiliBhtoaHe00

e One-twelfth of 1.00% of the Company’s month end equity that is greater than $500 million.

The Company is obligated to reimburse the Manager for any direct expensesincurred on its behalf and to pay the
CoHWfHF@H@bFBQata portion of certain overhead costs set forth in the management agreement. Should the Company
HRENERIMEIR agreement without cause, it will pay the Manager a termination fee equal to three times the average
fEEua MAMRIEMent management agreement, before or on the last day of the term of the agreement.
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The following table summarizes the management fee and overhead allocation expensesfor each quarter in 2021
202tp date and

(% in thousands)

Average Average Advisory Services

Orchid Orchid Management  Overhead
Three Months Ended MBS Equity Fee Allocation Total
March 31, 2021 $ 4,032,716% 453,353 $ 1,621 $ 404 $ 2,025
December 31, 2020 3,633,631 387,503 1,384 442 1,826
September 30, 2020 3,422,564 368,588 1,252 377 1,629
June 30, 2020 3,126,779 361,093 1,268 348 1,616
March 31, 2020 3,269,859 376,673 1,377 347 1,724

Financial Condition:
Mortgage-Backed Securities

As of March31, 2021, our RMBS portfolioconsisted of$4,338.5 millionof Agency RMBSat fair valueand had a
coupErobitRtk s¥&/388.02%. During thethree monthsended March31, 2021, we received principal repaymentsof
23 arddliet142.3 millionfor the threemonths endedMarch 31,2020. The averagethree month prepaymentspeeds
fidleel MRS, 2021 and 2020 were 12.0% and 11.9%, respectively.

The followingtable presentsthe 3-month constantprepaymentrate (“CPR”)experienced onour structured
subaparfdligdviidSan annualizedbasis, forthe quarterly periods presented. CPR is a method of expressingthe
paepfymaemortgage pool that assumesthat a constantfraction ofthe remaining principal is prepaid each month
8peedically, the CPR in the chartbelow representsthe three month prepayment rate of the securitiesin the
oadpgotivedssets thatwere not ownedfor the entirequarter have been excluded from the calculation. The
axskisionnhg@@siods of hightrading activitycan create avery high, and often volatile,reliance ona small
kzanple of underlying

Structured

PT RMBS RMBS Total
Three Months Ended Portfolio (%) Portfolio (%) Portfolio (%)
March 31, 2021 9.9 40.3 12.0
December 31, 2020 16.7 44.3 20.1
September 30, 2020 14.3 40.4 17.0
June 30, 2020 13.9 35.3 16.3
March 31, 2020 9.8 22.9 11.9

The followingtables summarizecertain characteristicsof the Company’sPT RMBS andstructured RMBS as of

Ded¥aisér 3h, 202band

($ in thousands)

Weighted
Percentage Average
of Weighted Maturity
Fair Entire Average in Longest
Asset Category Value Portfolio Coupon Months Maturity
March 31, 2021
Fixed Rate RMBS $ 4,297,731 99.1% 2.95% 335 1-Mar-51
Total Mortgage-backed Pass-through 4,297,731 99.1% 2.95% 335 1-Mar-51
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Interest-Only Securities 35,521 0.8% 3.98% 264 25-May-50

Inverse Interest-Only Securities 5,284 0.1% 3.77% 311 15-Jun-42
Total Structured RMBS 40,805 0.9% 3.93% 275 25-May-50
Total Mortgage Assets $ 4,338,536 100.0% 3.02% 331 1-Mar-51
December 31, 2020

Fixed Rate RMBS $ 3,560,746 95.5% 3.09% 339 1-Jan-51
Fixed Rate CMOs 137,453 3.7% 4.00% 312 15-Dec-42
Total Mortgage-backed Pass-through 3,698,199 99.2% 3.13% 338 1-Jan-51
Interest-Only Securities 28,696 0.8% 3.98% 268 25-May-50
Total Structured RMBS 28,696 0.8% 3.98% 268 25-May-50
Total Mortgage Assets $ 3,726,895 100.0% 3.19% 333 1-Jan-51

(% in thousands)

March 31, 2021 December 31, 2020

Percentage of Percentage of
Agency Fair Value Entire Portfolio Fair Value Entire Portfolio
Fannie Mae $ 3,439,588 79.3%$ 2,733,960 73.4%
Freddie Mac 898,948 20.7% 992,935 26.6%
Total Portfolio $ 4,338,536 100.0%$ 3,726,895 100.0%
March 31, 2021 December 31, 2020

Weighted Average Pass-through Purchase Price $ 107.56 $ 107.43
Weighted Average Structured Purchase Price $ 18.69 $ 20.06
Weighted Average Pass-through Current Price $ 106.14 $ 108.94
Weighted Average Structured Current Price $ 13.83 $ 10.87
Effective Duratiéh 4.090 2.360

(1) Effective duration is the approximate percentage change in price for a 100 bps change in rates. An effective duration of 4.090
intieasesdhaindfease of 1.0% would be expected to cause a 4.090% decrease in the value of the RMBS in the Company’s
VoSt 31peulio An effective duration of 2.360 indicates that an interest rate increase of 1.0% would be expected to cause
8ebrE% in the value of the RMBS in the Company’s investment portfolio at December 31, 2020. These figures include the
Firteiyedfskeuptiedo not include the effect of the Company’s funding cost hedges. Effective duration quotes for individual
BHesiEeRiSAehe Yield Book, Inc.

The followingtable presentsa summary of portfolio assets acquired during the three months ended March
20281 jrifdadiagdsecuritiespurchased during the periodthat settled after the end of the period, if any.

($ in thousands)

2021 2020
Weighted Weighted
Average Average Average Average
Total Cost Price Yield Total Cost Price Yield
Pass-through RMBS $ 1,971,296% 107.09 1.38% $ 1,334,350% 107.18 2.28%
Structured RMBS 4,807 6.93 0.14 - - 0.00%

Borrowings

As of March31, 2021, we had establishedborrowingfacilitiesin the repurchaseagreementmarket witha number of
bank8MaREHrfinancial institutionsand had borrowingsin place with21 of these counterparties. None of theselenders
e @hligirthvithese borrowings are secured by the Company’sRMBS and cash, and bearinterest atprevailing market
wﬁés%igﬁﬁwépurchase agreementborrowingfacilities provide borrowingcapacity inexcess of our needs.
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As of March31, 2021, we had obligationsoutstandingunder the repurchase agreements of approximately$4,181.7
weidritbenavidhady@Bbrrowing cost of 0.18%. The remaining maturity ofour outstandingrepurchase agreementobligations
E8EEOMIINE weighted average remainingmaturity of43 days. Securing the repurchase agreementobligationsas of
MarrviB s20tH an estimatedfair value, including accruedinterest, of approximately$4,285.9 millionand a weighted
8uerAushiAatErEY ehsh pledgedto counterpartiesof approximately$102.6 million. Through April30, 2021, we have been
ablerép mmeiadTacilities with comparableterms to thosethat existedat March 31,2021 with maturities through October8,
2021.

The table below presents information about our period end, maximum and average balances of borrowings for
202¢36asaEAtIR020.

(% in thousands)

Difference Between Ending

Ending Maximum Average Borrowings and

Balance of Balance of Balance of Average Borrowings
Three Months Ended Borrowings Borrowings Borrowings Amount Percent
March 31, 2021 $ 4,181,680 $ 4,204,935 $ 3,888,633 $ 293,047 7.54%
December 31, 2020 3,595,586 3,597,313 3,438,444 157,142 4.57%
September 30, 2020 3,281,303 3,286,454 3,228,021 53,282 1.65%
June 30, 2020 3,174,739 3,235,370 2,992,494 182,245 6.09%
March 31, 2020 2,810,250 4,297,621 3,129,178 (318,928) (10.19)%

(1) The lower ending balance relative to the average balance during the quarter ended March 31, 2020 reflects the disposal of
BivEeraladagd@sio maintain cash and liquidity in response to the dislocations in the financial and mortgage markets resulting
Bepnisic impacts of COVID-19. During the quarter ended March 31, 2020, the Company'’s investment in RMBS decreased
$642.1 million.

Liquidity and Capital Resources

Liquidity isour abilityto turn non-cashassets intocash, purchaseadditionalinvestments, repay principaland interest
fund®BRIFEAENEHKI margincalls and pay dividends. Our principalimmediate sourcesof liquidityinclude cashbalances,
Hes8EUAMMRISEFowings under repurchaseagreements. Our borrowingcapacity willvary over timeas the marketvalue of
BHFHHRY @8ketsvaries. Our balance sheet also generates liquidity on an on-goingbasis throughpayments of principal
PEHIVE GSBUERMBS portfolio. Managementbelieves thatwe currentlyhave sufficientliquidityand capital resources
avgliitRiabialdieionalinvestments consistentwith the sizeand nature of our existingRMBS portfolio, (b) the
ERRAMNEETRIY PREPWIBASdends to the extentrequired forour continued qualificationas a REIT. We may alsogenerate
tislwisheyibpse i our equity ordebt securitiesin public offeringsor private placements.

Because ourPT RMBS portfolioconsists entirelyof governmentand agency securities, we do notanticipate having
contéfiesdfBur assetsto cash shouldour liquidityneeds everexceed ourimmediately available sources of cash. Our
ﬁﬁ%ﬂﬂaﬂ%\@ﬁsistsentirely ofgovernmentalagency securities,although theytypically do not tradewith comparablebid
paskeEsads@kever, we anticipatethat we wouldbe able toliquidate suchsecurities readily,even in distressedmarkets,
ABMIRWS do so at pricesbelow wheresuch securitiescould be soldin a more stable market. To enhance our liquidity
Wﬁw&wmmon of our structuredRMBS as partof a repurchaseagreementfunding, butretain the cash in lieu of
asautsnepaidieagwe can, ata modest cost, retain higherlevels ofcash on handand decreasethe likelihoodwe will
haystie sedhnsekeiNin orderto raise cash.

Our strategyfor hedgingour funding costs typicallyinvolves takingshort positionsin interestrate futures,treasury
swalbsUiRfeRiGIess IiRptions or other instruments.When the marketcauses these shortpositionsto declinein value we
AIBLERIAF§MSalls with cash. This can reduceour liquidity positionto the extentother securitiesin our portfoliomove in
piaalR ok ekive enough cashvia margincalls to offsetthe derivativerelated margincalls. Ifthis wereto occur in

AydlgiRO8e, the loss ofliquidity mightforce us toreduce the size of thelevered portfolio, pledge additionalstructured
securitiesto raise 3



funds or riskoperating the portfoliowith less liquidity.

Our masterrepurchase agreementshave no statedexpiration, but can beterminated at any time at our optionor at
couHeQRiBN Abever, once a definitiverepurchase agreementunder a masterrepurchase agreementhas been
RIUSEEINOdh9RRENy eitherparty. A negotiatedterminationcan occur, butmay involve a fee tobe paid bythe party
f8elingtéahe repurchaseagreementtransaction, as it did duringthe three months endedMarch 31, 2020.

Under ourrepurchase agreement fundingarrangements,we are requiredto post marginat the initiationof the
poshapiegehbsiiaaigircut, which is apercentage of the marketvalue of the collateral pledged. To the extent the
vketvalerafifi®gthe financingtransactiondeclines, the market value of our postedmargin willbe insufficientand we
M%‘P%@Gﬂlﬁf%’é@llateral. Conversely, ifthe marketvalue of theasset pledgedincreases invalue, wewould be over
GRllaterdicedinadiyBave excessmargin returnedto us by the counterparty. Our lenderstypically value our pledged
speurdiesdatietiacy ofour marginand make margincalls as needed,as do we. Typically, but not always, the parties
BOERh HIRIMIBIALBr margin callsso as to avoidthe need fornuisance margincallsQur atste trapistchase agreements
do not specifythe haircut;rather haircutsare determinedon an individualrepurchase transactionbasis. Throughoutthe
Higedno@liah 31, 2021, haircuts onour pledged collateral remained stable andas of March 31, 2021, our weighted
A¥BregRTRARKM\Y9S of the value of ourcollateral.

TBAs representa form of off-balance sheetfinancing andare accountedfor as derivativeinstruments. (See Note 4 to
StaidnRACiRis Form 10-Q for additionaldetails onour TBAs). Under certainmarket conditions, it may be
rRReoRRoTGRIferris Ao ive may need to take or make physicaldelivery ofthe underlyingsecurities. If we were
f#ﬂ}éii'@ﬂ Hé‘ﬁ}@yto settle along TBA, we would haveto fund ourtotal purchase commitmentwith cash or other financing
RQUIGRP isl@biicould be negativelyimpacted.

Our TBAs arealso subjectto marginrequirementsgoverned bythe Mortgage-BackedSecurities Division ("“MBSD")of
by dheh¥stepsscurities forward transactionagreements, which may establish marginlevels inexcess of the MBSD.
RughirevigiRasestablishan initialmargin basedon the notionalvalue of the TBA, whichis subjectto increaseif the
satimalesiéritna@bgiphatedfair value ofour pledged collateral declines. The MBSD hasthe sole discretionto determine
YRASKRPHRHE pledged collateral securing suchcontracts. In the eventof a margincall, we mustgenerally provide

arddinnel olmesdiony.

Settlgmentof our TBAobligations by taking deliveryof the underlyingsecurities as well as satisfyingmargin
negtRRREMPRISICOWquidity position. However, sincewe do notuse TBA dollarroll transactionsas our primarysource
pHiilegacias e will have adequate sourcesof liquidityto meet suchobligations.

As discussed earlier, we investa portionof our capitalin structured Agency RMBS. We generallydo not apply
of ol@vesrEe!i® tisePeiiitage inherent in structured securities replaces theleverage obtainedby acquiring PT securities
anth&unginedhase market. This structuredRMBS strategyhas been acore elementof the Company’soverall investment
ﬁ’ff}’étﬁ@drﬁip{‘cﬁNever, we haveand may continueto pledge a portion of our structuredRMBS in orderto raise ourcash
{evehoipledgeenalbe securitiesin order toacquire additionalassets.

The followingtable summarizesthe effect onour liquidityand cash flowsfrom contractualobligationsfor repurchase
inte AEEERPRINSEGN repurchase agreements.

(in thousands)

Obligations Maturing
Within One One to Three Three to Five More than
Year Years Years Five Years Total

Repurchase agreements $ 4,181,680 $ - $ - 3 - $ 4,181,680
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Interest expense on repurchase agréBments 1,800 - - - 1,800
Totals $ 4,183/480 $ - $ -$ - $ 4,183,480

(1) Interest expenseon repurchase agreements isbased on currentinterest ratesas of March 31,2021 and the remaining term of the
taliitageeisting

In future periods, we expect to continueto finance our activitiesin a mannerthat is consistentwith our current
rep@REEIIAGIEEAMEMs. As of March31, 2021, we had cashand cash equivalentsof $211.4 million. We generated
ﬁﬂ%ﬂqm%geﬁ andinterestpayments onour RMBS and had averagerepurchase agreements outstanding of
b Rree miaRgIERRed March 31,2021,

Stockholders’Equity

On January 23, 2020, we entered into the January 2020 Equity Distribution Agreementwith three sales agents
we SOV dffetoayhisBIl, from time to time, up to an aggregate amount of $200,000,000 of shares of our common stock
thataneactedsned to be “at the market” offerings and privately negotiated transactions. We issued a total of 3,170,727
SERRMUBARD020 Equity Distribution Agreement for aggregate gross proceeds of $19.8 million, and net proceeds of
SRRIAXHMAGAYnet of commissions and fees, prior to its termination in August 2020.

On August 4, 2020, we entered into the August 2020 Equity Distribution Agreement withfour sales agents
may bR dswhigdi@ime to time, up to an aggregate amount of $150,000,000 of shares of our common stock in
HANGREWRBS th¥He “at the market” offerings and privately negotiated transactions. Through March 31,2021, we issued
a0otsb®61 shares under the August 2020 Equity Distribution Agreement for aggregate gross proceeds of
anarastmedeledlol apifierimately $53.2 million, net of commissions and fees.

On January 20, 2021, we entered into the January 2021 Underwriting Agreementwith J.P. Morgan Securities LLC
relatidgRidMREgae} and sale of 7,600,000 shares of our common stock. J.P. Morgan purchased the shares of our
fNOMApEAGHlIRDant to the January 2021 Underwriting Agreement at $5.20 per share. In addition, we granted J.P.
dieRtcRpePcHa¥e up to an additional 1,140,000 shares of our common stock on the same terms and conditions,
wihuehised iMRiBM January 21, 2021. The closing of the offering of 8,740,000 shares of our common stock occurred
00 2BNNRYER proceeds to us of approximately $45.2 million, net of offering expenses.

On March 2, 2021 we entered into the “March 2021 Underwriting Agreement with J.P. Morgan, relating to the offer
8,06dG@knakes of our common stock. J.P. Morgan purchased the shares of our common stock from the Company
MERRDDYL M derwriting Agreement at $5.45 per share. In addition, we granted J.P. Morgan a 30-day option to
BHERHGSE! UPAGCR000 shares of our common stock on the same terms and conditions, which J.P. Morgan exercised in
bdban 'Mfér%llbging of the offering of 9,200,000 shares of our common stock occurred on March5, 2021, with net
BpeRARdRNsEH0.1 million, net of offering expenses payable.

Outlook
Economic Summary

During the firstquarter of 2021 the economy made tremendous strides towardsrecovery fromthe COVID-
Evid&mpmandatiimicrecoverywas pervasive. New cases of COVID-19, whichpeaked aroundthe turn ofthe year,
sigulificaetly, as did hospitalizationsand deaths. As a resultof the U.S. Senaterun-off electionsin early
Jasteany hoihBdmbichts, one party was now in control of the White House and bothhouses of Congress. This
et ltivoajutopackage being passed that wasat the highend of marketexpectations - $1.9 trillion. The
Anmeari@0PResassiftad intolaw on March11, 2021. This markedthe third legislativeact relatedto the nation’s

recovery from
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the COVID-19 pandemic, afterthe $2.2 trillion CARES Act (describedbelow), which passed on March27, 2020
ailidh€8Asdlidated Appropriations Act of 2021, which contained $900 billionof COVID-19relief and was
2igneekon Grezmhemomentumthe administrationhad after passingthe American Rescue PlanAct of 2021,
BhesilyathieBeddterannounced plansfor a $2 trillion-plusinfrastructurebill. The vaccine roll-out, which initially
hepheedhrd, improvedto the pointwhere the U.S.became a worldleader. The U.S. waswell on itsway to herd
ower 20 kwllioninoculations were administeredby April 21, 2021, well ahead of even the most optimistic
pegetiingétiteeyear. Economic datareleased overthe course ofthe first quarterhas been consistentlyvery
biyang. leualisiof stimulus checks during the firstquarter, consumers have been spending. Retail sales,home
faiemvdeararehd other durablegoods are all benefitting from the stimulusand considerable pent-up demand.
dpbepomsiit be accelerating quickly, and the unemploymentrate has droppedto 6.0%. All of the developments
dbeesleale stokedinflation fears. The most obviousevidence of potential price pressures relateto supply
shoggelmirssumer goodsand commodities caused by the combination of still constrainedproduction and
theg eyvdeivgadto surface across the economy.

The factors highlighted above have ledto a surgingeconomy, which grewat an annualizedrate of 6.4%
quatt@ing tleg firate alsoimpacted the financial markets. The various broad equity indices are making new all-
freguireghbasis and corporate debt issuance levels — bothinvestmentgrade and highyield — are at or near
retiedtileytie demand forcapital andinvestor appetitefor yield. U.S. Treasury rates, at least longer-termrates,
bryrafitczenly. Theten-year U.S. Treasury note yieldincreased from0.916% to 1.742%over the course of the
firsteasetef, 86 basis points,and the U.S. Treasury curve has steepened substantially. The markethas
mgaedaijons for a recoveryfrom the pandemicand return tonormalcy significantly. The Federal Reserve (the
Yredh) lggweahigher rates, referring tothem as a signof economic strength. However, when the market has
attemateeErpticato the timing of the rate increasesby the Fed, the Fed has pushed backagainst such
effotimealveTlaegelybeen successful,and currentmarket pricingonly reflectsone interestrate hike bythe end
of 2022.

Legislative Response andthe Federal Reserve

Congress passedthe CARES Actquickly inresponse tothe pandemic’semergence lastspring and
additbmakkbgithationover the ensuingmonths. However, as certainprovisions of the CARES Act expired, such
gapplementalunemploymentinsurance lastJuly, there appearedto be a needfor additionalstimulus forthe
adthnibrestogeal the pandemicthat occurred as cold weather set in, particularly over the Christmasholiday. As
aiovetbd Federalgovernment eventuallypassed an additionalstimulus packagein late Decemberof 2020
sutalgefrd021. In addition, the Fed has provided,and continuesto provide, as much supportto the markets
andt ttenewdhithe constraintsof its mandate. During the thirdquarter of 2020,the Fed unveileda new
frametaoybfiimysed on averageinflation ratetargeting thatallows the Fed Funds rateto remain quitelow, even
éiptaten 9 temporarilysurpass the 2% target level. Further, the Fed will look past the presence of very tight
Eimrldnodetse present atthe time. This marks a significant shift from their prior policy framework, which was
fowspibymibet rate as a keyindicator ofimpending inflation. Adherence tothis policy could steepenthe U.S.
Asestsonyrmaeates could remain lowfor a considerable period but longer-termrates could risegiven the Fed'’s
inflitionptotientiallyrun above 2% in the future as the economymore fully recovers. As mentioned above, this
appaaisgebelyin 2021 now thateffective vaccineshave been foundand inoculationsare distributedat an
acceleratingpace.

Interest Rates

Interest rates steadily increasedthroughout the first quarteras described above and levelsof implied
Monggdityatessaswyalleclined at the end of 2020 as originatorsadded capacity and could handleever
prosadiing evkisned. This trend inmortgage rates quickly reversedduring the firstquarter of 2021 as rates
bspacaitdlynoredsdsebruaryand March. Withthe increasein interestrates, prepaymentactivity slowed. The
pemery MBS universe with sufficient rateincentive toeconomically refinance hasdeclined from
apdrok20aep@pfiraxithately 46% at the end of the firstquarter. However, the spread betweenrates available
tmbdhewepdiedyield on a currentcoupon mortgage, known as the primary/secondaryspread, has continued to
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The spread isstill slightlyabove long-termaverage levelsso further compressionis possible, meaning rates
buaiabézdaouldremain at currentlevels evenif U.S. Treasuryrates increasedfurther. Since the end of the first
mtevdst, rates have declined by approximately 20 basis pointsin the case of the 10-yearU.S. Treasury note.
paqmginghyt levelson RMBS securitiesare likelyto remain highunless U.S. Treasury ratesincrease above
current levels.

The Agency RMBS Market

The market conditions thatprevailed throughoutthe first quarterwere not conduciveto mortgage
apapeffomtaghbeyikliddcnds, all fixedincome sectorshad negative returnsfor quarter. Interest ratesrose
requickyeeaidokatjbtycy RMBS had negative absolute and excess returnsfor the firstquarter of -1.2%and
(baboysed®Tvaturies and LIBOR/swaps). There is abenefit to higherinterest rates,and as interestrates
leselprapelimedniThe Mortgage Bankers Associationrefinance indexdeclined fromapproximately 4700 in early
tmapprpxfizikely 2900 in early April 2021, before reboundingslightly in mid-April 2021. The Agency RMBS
todreatssamtallydifurcated withtwo separate and distinct sub-markets. Lower coupon fixedrate mortgages,
ttropighs2b%58be purchasedby the Fed. Fed purchase activity maintainssubstantial price pressure under
thebehegupamsijitfrom attractive TBA dollarroll drops. Higher couponsin the TBA marketdo not have the
pardfasésddnportantly, the Fedtends to take the worst performing collateral out of the market. The absence
ptireltbses of higher coupons means the marketis left to absorbstill very high prepaymentspeeds on these
hegeri@sdserat@dugh to eliminatethe economicincentive torefinance. The marketexpects prepaymentson
higleresdupliydecline as “burnout” sets in— a phenomenonwhereby refinancingactivity declinesas borrowers
Enexposgohdentives for an extended period. Through the March 2021 prepaymentreport releasedin early
Apoitdhis Wasilgetharket participants continue to favor specified pools that have favorable prepayment
teratireistiestbantiveiehe premiumover generic TBA securities has declined significantly with the reduced
nefieative caused by the increasein rates availableto borrowers.

Recent Legislativeand Regulatory Developments

The Fed conductedlarge scale overnight repooperations from late 2019 until July 2020 to address
Tredmrinptigerinytiteht. 8nd Agency MBS financingmarkets. These operations ceasedin July 2020 after the
saotedbfulky tamed volatile funding coststhat had threatenedto cause disruptionacross the financial system.

The Fed has takena number of other actionsto stabilize markets asa result ofthe impacts of the COVID-
MarkhpsfreE20ichie Fed announceda $700 billionasset purchase program to provide liquidityto the U.S.
Rid&8Siparcesg@heyFed alsolowered the Fed Funds rateto a range of0.0% — 0.25%, after having already
fewvete ddbes 8D bps earlierin the month. Later that same month the Fed announced a program to acquire
b8 . AgeasyriR8BSin the amounts needed to supportsmooth marketfunctioning. With these purchases,
mgnicated mdibistantially. Currently, the Fed is committed to purchasing $80 billion of U.S. Treasuriesand $40
BiNi@Boéagenaynth. Chairman Powelland the Fed havereiterated their commitmentto this level of asset
meetingesatetrery meetingon June 30, 2020. ChairmanPowell has also maintainedthat the Fed expects to
ratéstairthigdegst untilthe Fed is confidentthat the economyhas weatheredthe pandemicand its impacton
andnsmitiatikity achieve itsmaximum employmentand price stabilitygoals. The Fed has taken various other
stepEtoathppiixed income markets, to support mortgage servicers andto implementvarious portionsof the
Reliehzavmi&Eaahomic Security (“CARES”) Act.

The CARES Actwas passed by Congress and signed intolaw by PresidentTrump on March 27, 2020. The
progdérbEgamy forms of directsupport to individualsand small businessesin order to stem the steepdecline in
activioyniThis over $2trillion COVID-19relief bill, among other things, provided fordirect paymentsto each
Aperig@h Pedmgear, increased unemploymentbenefits forup to four months (on top of state benefits), funding
tontdsgalétsproviders,loans and investmentsto businesses, states and municipalitiesand grants tothe airline
R0 Orrédgidiént Trump signed an additional funding billinto law that provides an additional $484 billion of
fodidgads, small businesses, hospitals, healthcare providersand additional coronavirustesting efforts.
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the CARES Actbegan to expirein July 2020, including amoratoriumon evictions (July 25, 2020), expanded
beaasfiiofdubril, 2020), anda moratoriumon foreclosures (August 31, 2020).0n August 8,2020, President
Esgoptiss@dler 13945, directingthe Departmentof Health and Human Services, the Centersfor Disease
Emeritamd(“CDC"),the Departmentof Housing and Urban Development,and Departmentof the Treasuryto
tekeporesibpnadtteesidential evictions and foreclosures, including throughtemporary financialassistance.

On December27, 2020, PresidentTrump signed intolaw an additional $900 billion coronavirus aid
Consuikizgedbappropfisitiens Act of 2021, providing forextensions of many of the CARES Actpolicies and
pontitiane ealigéllhe package providedfor, among other things,direct paymentsto most Americanswith a
pesshaco1® O00a year, extension of unemploymentbenefits throughMarch 14, 2021, funding for
precheaitie prolid@msineans to qualifiedbusinesses, funding for rental assistance and funding for schools. On
28ddathe T DCissued guidance extending evictionmoratoriumsfor covered personsthrough March 31, 2021,
fuhinbrvessendedto June 30,2021 on March 29, 2021. In addition, on February 9, 2021, the FHFA announced
tbegtthesure moratorium begun under the CARES Act forloans backed by Fannie Mae and Freddie Mac and
theatantiom for real estate owned by Fannie Mae and Freddie Mac were extendeduntil March31, 2021, which
waefigebed June 30, 2021 on February 25, 2021. On February 16, 2021, the U.S. Housingand Urban
Depaldpmenannouncedthe extension of the FHA evictionand foreclosure moratoriumto June 30, 2021.

On March 11, 2021, the $1.9 trillion American RescuePlan Act of 2021 was signedinto law. This stimulus
furtbengdatine Federal government’sefforts to stabilizethe economy and provide assistanceto sectors ofthe
poffetatgpfrstifithe various physical and economic effects of the pandemic.

In January 2019,the Trump administrationmade statementsof its plansto work with Congress to overhaul
andFarwildigitac and expectationsto announce aframework for the developmentof a policy for
toanmehefwivesoousi@yn September30, 2019, the FHFA announced thatFannie Mae and Freddie Mac were
alteesddheir capital buffersto $25 billionand $20 billion, respectively, fromthe prior limitof $3 billioneach.
Uihissieydeadtto Fannie Mae and Freddie Mac being privatizedand representsthe firstconcrete stepon the
refatto. @BEJune 30, 2020,the FHFA released a proposed ruleon a new regulatoryframeworkfor the GSEs
inpdenseekboth a risk-based capital frameworkand minimum leveragecapital requirements. The final rule on
frenm@wodafotahe GSEswas publishedin the federalregister in December 2020. On January 14,2021, the
th<SFHEAsergamed letter agreementsallowing the GSEs to continueto retain capitalup to theirregulatory
iffensinas, prelsctibgdin the Decemberrule. These letteragreements provide,in part, (i)there willbe no exit
tronservatorship until all materiallitigation is settled and the GSE has commonequity Tier 1 capital ofat least
aPotbkis 8Esatd) comply with the FHFA's regulatory capital framework, (i) higher-risk single-family mortgage
beqeisitiotezitdl currentlevels, and (iv)the U.S. Treasuryand the FHFA will establish a timelineand processfor
fetorenG3dwever, no definitive proposals orlegislation have been releasedor enacted with respectto ending
ttonservatorship, unwinding the GSEs, or materiallyreducing the roles of the GSEs in the U.S. mortgage
market.

In 2017, policymakersannounced thatLIBOR willbe replaced by December 31,2021. The directivewas
factsiinatrbdbysthee uncomfortable contributingto the LIBOR panel given the shortage of underlying
trassaetielsson wigdlakility associated with submitting an unfounded level. The ICE Benchmark Administration,
asiedeaipdstitytor of USD LIBOR, has confirmedthat it willcease publicationof (i) the one-week and two-month
sng8idinediatelyfollowing the LIBOR publicationon December31, 2021, and (ii) the overnightand one,
theerbsUSIA IBOR settings immediatelyfollowing the LIBOR publicationon June 30, 2023. A joint statement
bytkeyitiegukatergn banksto cease enteringinto new contractsthat use USD LIBOR as a referencerate by no
Beseharer 31,2021, The AlternativeReference Rates Committee, a steering committeecomprised oflarge
lstittiansi#las proposed replacing USD-LIBORwith a new SOFR, a rate based on U.S. repotrading. Many
etk inalydake four tofive yearsto complete the transitionto SOFR, forcertain, despitethe 2021 deadline.We
el ergpnikes thithis new rate carefully as it will potentiallybecome the newbenchmark for hedges anda range
ofverashtatdt this time, however, no consensusexists as towhat rate orrates may becomeaccepted
alternativesto LIBOR.
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Effective January 1, 2021, Fannie Mae, in alignmentwith Freddie Mac, willextend the timeframefor its
buydelinmpliegtloagingle-Family Uniform Mortgage-BackedSecurities (UMBS) and Mortgage-BackedSecurities
foBSpfrsecutivelymissed monthly payments to twenty-four consecutively missed monthly payments (i.e., 24
thajthiBhimsew timeframewill apply to outstanding single-family pools and newlyissued single-familypools and
vedietitetl when January 2021 factors werereleased onthe fourth businessday in February2021.

For Agency RMBSinvestors, whena delinquentloan is boughtout of a pool of mortgage loans, the
frorretmeyadofithiéosame as a total prepaymentof the loan. The respective GSEs currently anticipate,
telireyezntiaanswill be repurchasedin most casesbefore the 24-monthdeadline underone of the following
brtmptions listed

* a loan that ispaid in full,or where therelated lienis released and/or the note debt is satisfied orforgiven;

« a loan repurchasedby a seller/servicerunder applicable selling and servicing requirements;

* a loan enteringa permanentmodification, which generallyrequires itto be removedfrom the MBS. During
modifigationtrial period, the loan willremain in the MBS until thetrial period ends;

« a loan subjectto a short saleor deed-in-lieuof foreclosure;or

* a loan referredto foreclosure.

Because of theseexceptions, the GSEs currentlybelieve based on prevailingassumptions and market
chacgedititihstidsonly a marginal impacton prepaymentspeeds, in aggregate.Cohort levelimpacts may vary.
Farexbharplelfof loans referredto foreclosureare historicallyreferred withinsix months ofdelinquency. The
dpgeetargtiffbcted depends ondelinquency levels, borrowerresponse, andreferral toforeclosuretimelines.

The scope and nature of theactions the U.S. governmentor the Fed willultimately undertake are unknown
conséindevilb evolve,especiallyin light ofthe COVID-19 pandemic, PresidentBiden’s new administrationand the
meth € bimifex States.

Effect on Us

Regulatory developments, movements ininterest ratesand prepaymentrates affectus in manyways,
folloméhgling the

Effects on our Assets

A change in orelimination of the guarantee structure of Agency RMBS may increase our costs (if, for
feeexarmgis ) wananere us to change ourinvestmentstrategy altogether. For example, the elimination of the
guracamteef Agency RMBS may cause usto change ourinvestmentstrategy tofocus on non-AgencyRMBS,
wbidlbiretyuine us to significantlyincrease our monitoring ofthe creditrisks of ourinvestmentsin additionto
prispayimaiet usHs.

Lower long-terminterest rates can affect the value of ourAgency RMBSin a number of ways. If
relapredpionefduatés paet, to the refinancing problems describedabove), lowerlong-term interestrates can
ofdnegstoeyadmedgency RMBS. This is becauseinvestors typicallyplace a premiumon assets withyields that
sy kg iyl tisanlthough lowerlong-term interestrates may increaseasset valuesin our portfolio,we may not
heatflendsinveishilarly-yieldingassets.

If prepaymentlevels increase,the value of our Agency RMBS affected by such prepaymentsmay decline.
a primespial pespargment acceleratesthe effectiveterm of an AgencyRMBS, whichwould shortenthe period
thuésgoviviciukiteceive above-marketreturns (assumingthe yield onthe prepaid assetis higher thanmarket
preldayrAtsa, proceedsmay not be ableto be reinvestedin similar-yieldingassets. Agency RMBS backed by
hightgaigesstitites are more susceptible to prepaymentrisk because holders of those mortgages are most likely

to refinanceto 2



a lower rate.10s and IIOs, however, may be thetypes of Agency RMBS most sensitiveto increased
Bexgrysadherhtdderof an 10 orllO receivesno principal payments, the values of I0sand 110s are entirely
drptaaantda fhéncipal balance on the underlying mortgages. Ifthe principalbalance is eliminated dueto
pepapsamtidiybacome worthless. Although increased prepaymentrates can negativelyaffect the value of our
texs,anaviéQie opposite effecton POs. Because POs act like zero-coupon bonds, meaningthey are purchased
Hiargiscaahitoand have an effective interestrate based onthe discountand the termof the underlyingloan, an
pree@gment rateswould reduce the effectiveterm of our POs and acceleratethe yields earned on those
Arsetsavbicmenimcome.

Higher long-termrates can also affect the value of our Agency RMBS. As long-termrates rise, rates
borevadebtorise. This tends tocause prepaymentactivity to slow and extend the expectedaverage life of
florgyafye taslexpected average life of the mortgage cash flowsincreases, coupled with higher discountrates,
garadyeRMBS declines. Some of the instrumentsthe Company uses to hedge our Agency RMBS assets,
satehfaisirete@saps and swaptions,are stable averagelife instruments. This meansthat to the extentwe use
tubledgtroorekgency RMBS assets, ourhedges may notadequately protectus from pricedeclines, and
tregyefivelymiaypactour book value. It is for thisreason we useinterest only securitiesin our portfolio. As interest
edpaatied, dlverage life of these securitiesincreases, causinggenerally positive price movementsas the number
eashsflenasfitt@ease the longer the underlyingmortgages remainoutstanding. This makesinterest only
hedgrities tlesi@itiefor pass-through Agency RMBS.

As described above, the AgencyRMBS marketbegan to experience severe dislocationsin mid-March 2020
the &g an@siidt diealth and marketturmoil broughtabout by COVID-19.In March of 2020, the Fed announced
phwathasmikigency RMBS and U.S. Treasuries inthe amounts neededto supportsmooth marketfunctioning,
wthiotidacrbly Agency RMBS market, a commitmentit reaffirmed at all subsequentFed meetings, including its
mestirecemAprilof 2021. If the Fed modifies, reduces or suspends its purchases of Agency RMBS, our
coddtirengoatifedly impacted. Further, the moratoriumson foreclosuresand evictions described above will
hloedyndielegefaults on loans thatwould otherwise be bought outof Agency MBS pools as describedabove.
Didpatdingsohutien of the foreclosureor evictions, when and if itoccurs, theseloans may beremoved fromthe
oy imbsevkaturitized. If this wereto occur, it would have the effectof delayinga prepaymenton the
Slarhpiang geethesitiesjontifof the Company’s Agency RMBS assets were acquired ata premiumto par, this will
teack&se therealized yieldon the assetin question.

Because we baseour investmentdecisions onrisk managementprinciples rather than anticipated
ratenoivemnaniidiie interestrate environmentwe may allocate more capitalto structured Agency RMBS with
e helidvmtiese securities have a lower sensitivityto changes inlong-term interestrates than otherasset
alassas. \d/enitigsite our exposureto changes inlong-terminterest rates by investingin 10s and 110s, which
tifferaht lsrsitivitiesto changes inlong-term interestrates than PTRMBS, particularlyPT RMBS backed by

fixedgsges.
Effects on ourborrowing costs

We leverage ourPT RMBS portfolioand a portion of our structured Agency RMBS with principalbalances
of sthoduightmeepsechase agreementtransactions. The interestrates on ourdebt are determinedby the short
teerkatteraatiratease inthe Fed Fundsrate or LIBORwould increase our borrowing costs, which could affect
epréate iétheateés no correspondingincrease inthe interestwe earn on ourassets. Thiswould be most
prevademoyiRiviBBbeicked by fixedrate mortgage loans becausethe interestrate on afixed-rate mortgage

randeesveot thoughmarket rates may change.

In order to protect our net interestmargin againstincreases inshort-terminterest rates, we may enterinto
swapkeresiiciteconomically convert our floating-rate repurchase agreementdebt to fixed-ratedebt, or utilize
otheumetdgdsyich as Eurodollar, Fed Funds and T-Note futures contracts orinterest rate swaptions.
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Summary

COVID-19 continuesto dominate the performance of the marketsand economy. In the case of the first
thisquadat tfet@2dvery fromthe pandemic,in stark contrastto the firstquarter of 2020when the pandemicfirst
engerfbdirettoveryhas been drivenby many factors— the emergence and widespreaddistributionof a very
sifbstargtizdgoinernment stimulusand accommodative monetary policy. Theeconomy is recoveringrapidly as
tireeffoetigenceoeine has allowed pent-up demandto lead toa surge in demandfor goods andservices, fueled
facthipiéyounds of stimulus checks and numerousother means of financial support providedby the
garketmard bemefitaigl from extremely losefinancial conditions,abundant liquidity, high risk tolerance andan
theaadldor returns.

The surge ineconomic activityduring the firstquarter of 2021 and expectationsfor activityto return to pre-
mugaisdensc tegelsinticipated caused interestrates to riserapidly aswell. The yield onthe 10-yearU.S.
ineraseghbieover 82 basis points and closedthe quarter at approximately 1.75%, not farbelow the yieldlevel
thet paievaitgtiefore the pandemicemerged lastMarch. In addition, the U.S. Treasurycurve has steepenedas
tearmarkeutbreakin inflation caused by the combination of abundant liquidityvia governmentstimulus, loose
tinaditiahs andvery strong demand for alltypes of goodsand services. Constrained supply of needed raw
mptesiatscemsonser goods, suchas micro chips,and even labor have exacerbatedthe upward pressure on
pecEeitifcimedeptice pressuresprove to be temporaryor lead to more sustained inflation. The Fed believes
theneifents @rerent marketpricing isroughly in linewith the Fed’sview as the Eurodollarand Fed Fundsfutures
refldattaonlyst one interestrate hike bythe end of 2022.

The Agency RMBS market did not performwell duringthe first quarteras market conditions— rapidly rising
incnedssdudlatility— led to extensionfears in mortgage cash flows, driving convexityrelated sellingand spread
WialamindR MBS had negative absolute and excess returnsfor the firstquarter of 2021 of -1.2% and-0.3%,
teshenidedyfiesthng LIBOR/swaps). A positive impactfrom higher rates and lowered prepayment
premdtat emsds titatien, which enhances net incomeall else equal. The Mortgage Bankers Association
fedmaaquer ixdieatsgiT@d in early January 2021 to approximately2900 in early April, before rebounding slightly
inanithé\pebkefer much of 2020, the Agency RMBS marketcontinues tobe essentially bifurcated withtwo
saparatdatsl distirmctcoupon fixed rate mortgages,coupons of 1.5%through 2.5%, are purchasedby the Fed
Hrel bevstBintiaprice pressureand attractive TBA dollarroll drops. Higher couponsin the TBA marketdo not
barethplrehafits, so the marketis left to absorb stillvery high prepaymentspeeds onthese securitiesas rates
bavegbttasdiminatethe economicincentive torefinance. The marketexpects prepaymentson higher coupons
ddtkeverssidaiyrn out” sets in, although thishas yet to occur. One final elementto poor MBS performance for
the tmpaervfdsgher rates on the premiumspaid for specifiedpools. The premium overgeneric TBA securities
higmifiealintlyavith the reducedrefinance incentivecaused by theincrease inrates availableto borrowers.

Now that the containment of the COVID-19pandemic appearsto be withinsight, at leastin the U.S., the
as weomereyanddifened toshould returnto pre-pandemicnorms. The key questionsthe market must grapple
foittva@ainglate to whether there have been any permanent changesthat will result,including, forexample,
priéssonesyresultingfrom the unprecedentedgovernment stimulusand monetary quantitative easing by the Fed,
the immgractethnologicaladvancementsthat were bornout of the pandemic,such as employees’ability to
affectieBlytvedesire to livein congested citiesand the implicationsfor commercialreal estate valuesfor the
oiggstbatvaaity return to, and the willingnessto gather inlarge numbersor travel byair. These factorswill
Qattgranytite the extent they impact the levelsof interestrates and the efficacy of refinancingspecifically, and
andnofttiacteitgrally.

Critical Accounting Estimates
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Our condensed financial statements are prepared in accordance with GAAP. GAAP requires our
sonmear@yelar o swdiective decisions and assessments. Our most critical accounting estimates involve
desegsnweatsiwhich could significantly affect reported assets, liabilities, revenues and expenses. There have
beanges to our critical accounting estimates as discussed in our annual report on Form 10-K for the year
smndadadecember

Capital Expenditures

At March 31, 2021, we had no material commitments for capital expenditures.
Off-Balance Sheet Arrangements

At March 31, 2021, we did not have any off-balance sheet arrangements.
Dividends

In addition to other requirements that must be satisfied to qualify as a REIT, we must pay annual

stochhidleleds ¢d aulleast 90% of our REIT taxable income, determined without regard to the deduction for
diitletidg paidratctapital gains. REIT taxable income (loss) is computed in accordance with the Code, and
teanber dgeatran our financial statement net income (loss) computed in accordance with GAAP. These book
thftarences primarily relate to the recognition of interest income on RMBS, unrealized gains and losses on

RiM& Sz atichtbélosses on derivative instruments that are treated as funding hedges for tax purposes.

We intend to pay regular monthly dividends to our stockholders and have declared the following
conajpvadiemdsf DoceRbe

(in thousands, except per share amounts)

Per Share

Year Amount Total

2013 $ 1.395% 4,662
2014 2.160 22,643
2015 1.920 38,748
2016 1.680 41,388
2017 1.680 70,717
2018 1.070 55,814
2019 0.960 54,421
2020 0.790 53,570
2021 - YTD 0.260 23,374
Totals $ 11.915% 365,337

(1) On April 14, 2021, the Company declared a dividend of $0.065 per share to be paid on May 26, 2021. The effect of this
theidable isbockidad is not reflected in the Company’s financial statements as of March 31, 2021.

Inflation

Virtually all of our assets and liabilities are interest rate sensitive in nature. As a result, interest rates and
infletheefaatquerformance far more so than does inflation. Changes in interest rates do not necessarily
odlatiieratigh or changes in inflation rates. Our financial statements are prepared in accordance with GAAP
digtriburtions will be determined by our Board of Directors consistent with our obligation to distribute to our
kaskBOKeos atir REIT taxable income on an annual basis in order to maintain our REIT qualification; in each
aativitiegrand balance sheet are measured with reference to historical cost and/or fair market value without
odlatidaring

43



ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the exposure to loss resulting from changes in market factors such as interest rates,
exclagn ratesseymmodity prices and equity prices. The primary market risks that we are exposed to are
prispagimatd risk, spread risk, liquidity risk, extension risk and counterparty credit risk.

Interest Rate Risk

Interest rate risk is highly sensitive to many factors, including governmental monetary and tax policies,
intedoatiestid aoonomic and political considerations and other factors beyond our control.

Changes in the general level of interest rates can affect our net interest income, which is the difference
intebesiviemontie earned on interest-earning assets and the interest expense incurred in connection with our
Irteiamsh)dgradfecting the spread between our interest-earning assets and interest-bearing liabilities.
breregesate theadewsofaffect the rate of prepayments of our securities and the value of the RMBS that
oorestitoenbportfolio, which affects our net income, ability to realize gains from the sale of these assets and
ahilityh eodvoonant,that we can borrow against these securities.

We may utilize a variety of financial instruments in order to limit the effects of changes in interest rates on
opeoations. The principal instruments that we use are futures contracts, interest rate swaps and swaptions.
iAs@sanents are intended to serve as an economic hedge against future interest rate increases on our
egpasshaseborrowings. Hedging techniques are partly based on assumed levels of prepayments of our
pagpapynieMiB Qrdfslower or faster than assumed, the life of the Agency RMBS will be longer or shorter, which
theuddfeetiueress of any hedging strategies we may use and may cause losses on such transactions.
Hedlyiimgy shratesgesf derivative securities are highly complex and may produce volatile returns. Hedging
lecihedbe s eudsorelating to REIT qualification. In order to preserve our REIT status, we may be forced to
terdgjimageransaction at a time when the transaction is most needed.

Our profitability and the value of our investment portfolio (including derivatives used for hedging
adveuspbseaffeateg daring any period as a result of changing interest rates, including changes in the forward
yield curve.

Our portfolio of PT RMBS s typically comprised of adjustable-rate RMBS (“ARMs"), fixed-rate RMBS and
adjuirstatite-rate RMBS. We generally seek to acquire low duration assets that offer high levels of protection
papayorégag @rovided that they are reasonably priced by the market. Although the duration of an individual
alaayeass a result of changes in interest rates, we strive to maintain a hedged PT RMBS portfolio with an
effexdtvtheoratnThe stated contractual final maturity of the mortgage loans underlying our portfolio of PT
RM&sS gpnerailyyears. However, the effect of prepayments of the underlying mortgage loans tends to
shehdlowefresuliinginvestments substantially. Prepayments occur for various reasons, including refinancing
ofartgbgbsrand loan payoffs in connection with home sales, and borrowers paying more than their scheduled
f[eyments, which accelerates the amortization of the loans.

The duration of our 10 and 11O portfolios will vary greatly depending on the structural features of the
prepagméresaciiniewill always affect the cash flows associated with the securities, the interest only nature
o&Gs thair durations to become extremely negative when prepayments are high, and less negative when
[vepBrasaysraets affect the durations of 110s similarly, but the floating rate nature of the coupon of 1IOs
(elaie iwitvetegbl of one month LIBOR) causes their price movements, and model duration, to be affected
bytbhamegeyments and one month LIBOR, both current and anticipated levels. As a result, the duration of

HRweanyitiesath)]

Prepayments on the loans underlying our RMBS can alter the timing of the cash flows from the

underlying loans to us. M



As a result, we gauge the interest rate sensitivity of our assets by measuring their effective duration. While
medHdige sithatimice sensitivity of a bond to movements in interest rates, effective duration captures both the
mmresteatés and the fact that cash flows to a mortgage related security are altered when interest rates
wioer .tAe conlireglyjnterest rate on a mortgage loan is substantially above prevailing interest rates in the
thaekedntbesftectiies collateralized by such loans can be quite low because of expected prepayments.

We face the risk that the market value of our PT RMBS assets will increase or decrease at different rates
ourtsodhaedfRMBS or liabilities, including our hedging instruments. Accordingly, we assess our interest
esttnisstirigythe duration of our assets and the duration of our liabilities. We generally calculate duration using
parigundliets. However, empirical results and various third party models may produce different duration
pambeyscimitibs.

The following sensitivity analysis shows the estimated impact on the fair value of our interest rate-
andshedir@ositstmastsf March 31, 2021 and December 31, 2020, assuming rates instantaneously fall 200
bps, fall 20Mps, rise 50 bps, rise 100 bps and rise 200 bps, adjusted to reflect the impact of convexity, which
of the sw@astivity of our hedge positions and Agency RMBS’ effective duration to movements in interest
rates.

All changes in value in the table below are measured as percentage changes from the investment
net pedtalical@dus d@mnel base interest rate scenario. The base interest rate scenario assumes interest rates
projquegey et March 31, 2021 and December 31, 2020.

Actual results could differ materially from estimates, especially in the current market environment. To the
thesxtestirtietes or other assumptions do not hold true, which is likely in a period of high price volatility,
ket bliffenitsawditially from projections and could be larger or smaller than the estimates in the table below.
Miseeenemddels were employed in the analysis, materially different projections could result. Lastly, while the
tefectetbe estimated impact of interest rate increases and decreases on a static portfolio, we may from time
tf bonreagelhayysecurities as a part of the overall management of our investment portfolio.

Interest Rate SensitiVity

Portfolio

Market Book
Change in Interest Rate Valu@@) Valu@®@
As of March 31, 2021
-200 Basis Points (0.93)% (8.66)%
-100 Basis Points 0.03% 0.29%
-50 Basis Points 0.20% 1.87%
+50 Basis Points (0.60)% (5.61)%
+100 Basis Points (1.45)% (13.50)%
+200 Basis Points (3.57)% (33.27)%
As of December 31, 2020
-200 Basis Points 2.43% 21.85%
-100 Basis Points 1.35% 12.08%
-50 Basis Points 0.69% 6.18%
+50 Basis Points (0.90)% (8.03)%
+100 Basis Points (2.39)% (21.42)%
+200 Basis Points (6.60)% (59.22)%

(1) Interest rate sensitivity is derived from models that are dependent on inputs and assumptions provided by third parties as well
Babyger, and assumes there are no changes in mortgage spreads and assumes a static portfolio. Actual results could differ
theseriafllirfrates.

(2) Includes the effect of derivatives and other securities used for hedging purposes.

(3) Estimated dollar change in investment portfolio value expressed as a percent of the total fair value of our investment portfolio

(4) Bstorhateth dizitar change in portfolio value expressed as a percent of stockholders' equity as of such date.
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In addition to changes in interest rates, other factors impact the fair value of our interest rate-sensitive
sucinesstinesitape of the yield curve, market expectations as to future interest rate changes and other
Acckedinghditiotiee event of changes in actual interest rates, the change in the fair value of our assets would
ttkatyshldten tibove and such difference might be material and adverse to our stockholders.

Prepayment Risk

Because residential borrowers have the option to prepay their mortgage loans at par at any time, we face
we thil egbehiaince a return of principal on our investments faster than anticipated. Various factors affect the
ratetghgdiiclepayments occur, including changes in the level of and directional trends in housing prices,
geesysi Etespmic conditions, loan age and size, loan-to-value ratio, the location of the property and social
eodditonegregditonally, changes to government sponsored entity underwriting practices or other
gouktatsergayrpficgratysmpact prepayment rates or expectations. Generally, prepayments on Agency RMBS
penedseofitalligg mortgage interest rates and decrease during periods of rising mortgage interest rates.
hovetwery$Hie thaycase. We may reinvest principal repayments at a yield that is lower or higher than the
inglbtmehe thpsidffecting our net interest income by altering the average yield on our assets.

Spread Risk

When the market spread widens between the yield on our Agency RMBS and benchmark interest rates,
valuicoeldbdekline if the value of our Agency RMBS falls by more than the offsetting fair value increases on
mattuedgntg tied to the underlying benchmark interest rates. We refer to this as "spread risk" or "basis risk."
dbsospestivish our mortgage assets and the resulting fluctuations in fair value of these securities can occur
cidemEedenbehchmark interest rates and may relate to other factors impacting the mortgage and fixed
Bwines markater anticipated monetary policy actions by the Fed, market liquidity, or changes in required
tiffiesenftratisetrConsequently, while we use futures contracts and interest rate swaps and swaptions to
atemst hogquexentinterest rates, such instruments typically will not protect our net book value against spread
risk.

Liquidity Risk

The primary liquidity risk for us arises from financing long-term assets with shorter-term borrowings
agrévoeghtsiepurcsssgs that are pledged to secure repurchase agreements are Agency RMBS and cash. As
abRMgrate 3d unrestricted cash and cash equivalents of $211.4 million and unpledged securities of
apllimximatéhe B2ir&Gsecurities pledged to us) available to meet margin calls on our repurchase agreements
eontckwivative for other corporate purposes. However, should the value of our Agency RMBS pledged as
vallzerbbar therivative instruments suddenly decrease, margin calls relating to our repurchase and derivative
aguginerdase, causing an adverse change in our liquidity position. Further, there is no assurance that we
alilleato/agadye (or roll) our repurchase agreements. In addition, our counterparties have the option to
(ntaegisereguinaineutts) on the assets we pledge against repurchase agreements, thereby reducing the
boreotthayeaisben asset even if they agree to renew or roll the repurchase agreement. Significantly higher
hexdoeasocarability to leverage our portfolio or even force us to sell assets, especially if correlated with asset
[A&terdaepamsr@nt rates on our assets.

Extension Risk

The projected weighted average life and the duration (or interest rate sensitivity) of our investments is
Mambagedsomssumptions regarding the rate at which the borrowers will prepay the underlying mortgage
lesnfutirgenermiasts and interest rate swaps and swaptions to help manage our funding cost on our
ewarstthanisterdst rates rise. These hedging instruments allow us to reduce our funding exposure on the
thatiorstfamentrfbofa specified period of time.
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However, if prepayment rates decrease in a rising interest rate environment, the average life or duration
rateohesetBx@dthe fixed-rate portion of the ARMs or other assets generally extends. This could have a
nagatiseglisrpact operations, as our hedging instrument expirations are fixed and will, therefore, cover a
smaliefupeliognéapesure on our mortgage assets to the extent that their average lives increase due to slower
prepajtnatitie. may also cause the market value of our Agency RMBS and CMOs collateralized by fixed rate
hyntigbgBMar to decline by more than otherwise would be the case while most of our hedging instruments
aopldarenteneaveffsetting gains. In extreme situations, we may be forced to sell assets to maintain adequate
tquidityauddals to incur realized losses.

Counterparty Credit Risk

We are exposed to counterparty credit risk relating to potential losses that could be recognized in the
couenerpatesie our repurchase agreements and derivative contracts fail to perform their obligations under
agobements. The amount of assets we pledge as collateral in accordance with our agreements varies over
theenizaked value and notional amount of such assets as well as the value of our derivative contracts. In the
deéailbbg a counterparty, we may not receive payments provided for under the terms of our agreements and
diffichiwebtaining our assets pledged as collateral under such agreements. Our credit risk related to certain
tlarigatitiens is largely mitigated through daily adjustments to collateral pledged based on changes in market
lialitemandouaterparties to registered central clearing exchanges and major financial institutions with
eatregiablemiteditg positions with individual counterparties and adjusting collateral posted as required.
bimsvenesetbereeffonts to manage counterparty credit risk will be successful and we could suffer significant
lossescissful.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this report (the “evaluation date”), we carried out an evaluation,
supengisidih@nd with the participation of our management, including our Chief Executive Officer (the “CEQ”)
EimhatiedfOfficer (the “CFQ”), of the effectiveness of the design and operation of our disclosure controls and
pesredlieRuEe 13a-15(e) under the Exchange Act. Based on this evaluation, the CEO and CFO concluded
oundlidslasdrerocedures, as designed and implemented, were effective as of the evaluation date (1) in
grietmagahatgarding the Company is accumulated and communicated to our management, including our
BFQaertGiB@kes, as appropriate to allow timely decisions regarding required disclosure and (2) in providing
ezaspaabéethat information we must disclose in our periodic reports under the Exchange Act is recorded,
puncesséEd and reported within the time periods prescribed by the SEC's rules and forms.

Changes in Internal Controls over Financial Reporting
There were no significant changes in the Company’s internal control over financial reporting that

Compamyedndosing teat fiscal quarter that have materially affected, or are reasonably likely to materially
a@liteopahg’s internal control over financial reporting.
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PART Il. OTHERINFORMATION
ITEM 1. LEGAL PROCEEDINGS

We are not party to any material pending legal proceedings as described in Iltem 103 of Regulation S-K.
ITEM 1A. RISK FACTORS
A descriptionof certainfactors thatmay affect ourfuture resultsand risk factorsis set forthin our Annual
10-KRepibre gerdf@miled December 31, 2020. As ofMarch 31, 2021, there have been no materialchanges in
fromishdsetses forth inour Annual Reporton Form 10-K for the yearended December31, 2020.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The table belowpresents the Company’s sharerepurchase activityfor the three months ended March 31,
2021.

Shares Purchased Maximum Number

Total Number Weighted-Average as Part of Publicly of Shares That May Yet

of Shares Price Paid Announced Be Repurchased Under

Repurchaséd Per Share Progranid the Authorizatidn

January 1, 2021 - January 31, 2021 - % = - 837,311
February 1, 2021 - February 28, 2021 - - - 837,311
March 1, 2021 - March 31, 2021 50,577 5.88 - 837,311
Totals / Weighted Average 50,577 $ 5.88 - 837,311

(1) Includes sharesof the Company’scommon stockacquired by the Company in connectionwith the satisfactionof tax withholding
vbligatiensptoyment-relatedawards under equity incentiveplans. These repurchasesdo not reducethe number of shares
eepulatilaseperghaenstadkorization.

(2) On July 29,2015, the Company'sBoard of Directorsauthorized therepurchase ofup to 2,000,000shares of the Company's
Feimmarys8o2R19nthe Boardof Directors approved an increasein the stock repurchase programfor up to anadditional 4,522,822
Stamgmoy thheommonstock. Unless modified orrevoked by the Board, the authorizationdoes not expire.

The Company did not have any unregisteredsales of its equity securitiesduring the three months ended
March 31,2021.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. MINE SAFETYDISCLOSURES
Not Applicable.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit No.

3.1

3.2

3.3
4.1
10.1
31.1
31.2
32.1

32.2

Articles of Amendment and Restatement of Orchid Island Capital, Inc. (filed as Exhibit 3.1to the
Sefmpaatch Statement on Amendment No. 1 to Form S-11 (File No. 333-184538) filed on November
48d4Rddrporated herein by, reference).

Certificate of Correction of Orchid Island Capital, Inc. (filed as Exhibit 3.2 to the Company’s
ABpga on Form 10-K filed on February 22, 2019 and incorporated herein by reference).
Amended and Restated Bylaws of Orchid Island Capital,_Inc. (filed as Exhibit 3.1to the Company’s
BHE8AN Form 8-K filed on March 19, 2019 and incorporated herein by reference).

Specimen Certificate of common stock of Orchid Island Capital, Inc. (filed as Exhibit 4.1 to the
Sefmpaatch Statement on Amendment No. 1 to Form S-11 (File No. 333-184538) filed on November
48d4R4drporated herein by reference).

2021 Long-Term Incentive Compensation Plan*t

Certification of Robert E. Cauley, Chief Executive Officer and President of the Registrant, pursuant to
Segtignhe Sarbanes-Oxley Act of 2002.*

Certification of George H. Haas, 1V, Chief Financial Officer of the Registrant, pursuant to Section 302 of
@@rbanes—Oxley Act of 2002.*

Certification of Robert E. Cauley, Chief Executive Officer and President of the Registrant, pursuant to 18
HeBen 1350 as adopted pursuant to Section 906 of the Sarbanes-Oxley. Act of 2002.**

Certification of George H. Haas, 1V, Chief Financial Officer of the Registrant, pursuant to 18 U.S.C.
$estiols adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.**

Exhibit 101.INS XBRL Inline XBRL Instance Document — the instance document does not appear in the

Interactive Data File because its XBRL tags are embedded within the Inline XBRL
document.***

Exhibit 101.SCH XBRL Taxonomy Extension Schema Document ***

Exhibit 101.CAL XBRL Taxonomy Extension Calculation Linkbase Document***

Exhibit 101.DEF XBRL Additional Taxonomy Extension Definition Linkbase Document Created***
Exhibit 101.LAB XBRL Taxonomy Extension Label Linkbase Document ***

Exhibit 101.PRE XBRL Taxonomy Extension Presentation Linkbase Document ***

Exhibit 104

Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Filed herewith.

** Furnished herewith.

*** Submitted electronically herewith.

t Management contract or compensatory plan.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) ofthe Securities Exchange Act 0f1934, as amended, the
{RRISEBAHRSHLYFRPRA its behalf by the undersigned, thereunto duly authorized.

Orchid Island Capital, Inc
Registrant

Date:  April 30, 2021 By: /s/ Robert E. Cauley
Robert E. Cauley
Chief Executive Officer, President and Chairman of the Board
(Principal Executive Officer)

Date:  April 30, 2021 By: /s/ George H. Haas, IV
George H. Haas, IV

Secretary, Chief Financial Officer, Chief Investment Officer and
Director (Principal Financial and Accounting Officer)
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Exhibit 10.1

ORCHID ISLAND CAPITAL, INC.

2021 LONG-TERM EQUITY INCENTIVE COMPENSATION PLAN

This 2021 Long-Term Equity Incentive Compensation Plan (the “2021 Plan”) sets forth
terms and conditions on which equity awards may be made by Orchid Island Capital, Inc. (the
“Company™).

All employees of Bimini Advisors, LL.C, which is the Company’s external manager (the
“Manager”), and employees of entities affiliated with the Manager (collectively, the
“Employees”) are eligible to participate in the 2021 Plan. Members of our Manager’s and its
affiliates’ senior management team also serve as the Company’s executive officers, including the
Company’s Chief Executive Officer and Chief Financial Officer. All of the Employees are
referred to as “Participants.” Being a Participant does not entitle the individual to an award under
the 2021 Plan. The Compensation Committee of the Board of Directors of the Company (the
“Committee”) will have absolute sole discretion over all aspects of the 2021 Plan, including but
not limited to the ability to reduce the amount of any bonus award or the size of the bonus pool
even if the performance objectives and other terms of the 2021 Plan are satisfied and to adjust
the Company’s book value for purposes of the 2021 Plan due to dilutive issuances of the
Company’s common stock.

Participants will be eligible to earn awards under the 2021 Plan for performance over the
next one-year, three-year and five-year periods. A bonus pool will be established under the 2021
Plan for each of the one-, three- and five-year measurement periods. The amount credited to the
bonus pool will be based on the Company’s performance under each of the three performance
criteria (which are described below) of the 2021 Plan for each of the three measurement periods.
The Committee, in its discretion, will determine each Participant’s award (i.e., the percentage of
the bonus pool paid to each Participant).

The maximum amount that may be credited to the bonus pool for each measurement
period will equal the average management fees paid by the Company to the Manager (pursuant
to the terms of the management agreement between the Company and the Manager) for such
period multiplied by the applicable percentage described in the table below. Under the 2021
Plan, the maximum bonus pool for awards to be issued for performance during (i) the one-year
measurement period will equal 20% of the average monthly management fee earned during 2021
multiplied by 12, (ii) the three-year measurement period will equal 35% of the average annual
management fee paid for 2021 through 2023 and (iii) for the five-year measurement period will
equal 45% of the average annual management fee paid for 2021 through 2025.

As noted above, the amount credited to the bonus pool for each measurement period will
reflect the Company’s performance measured against the three performance criteria described
below. The table below illustrates the maximum amount that may be credited to the bonus pool
for each measurement period (as a percentage of the average management fees for the applicable



period). The table also shows the amount that may be credited to the bonus pool for each
measurement period (also as a percentage of the average management fees for the applicable
period) for achievement of objectives with respect to each of the performance criteria. For
example, the maximum amount that may be credited to the bonus pool for the three-year
measurement period based on Agency RMBS rate (as defined below) relative performance is
10.50% of the average management fees paid for 2021 through 2023.

| 1-year 3-year 5-year
Peer-relative financial performance 9.00% 15.75% 20.25%
Agency RMBS rate relative performance 6.00% 10.50% 13.50%
Peer-relative book value performance 5.00% 8.75% 11.25%
Total for Measurement Period 120.00% 335.00% 545.00%

The Committee established the following performance measures and the performance
thresholds that must be satisfied for awards to be earned under the 2021 Plan.

Peer-Relative Financial Performance. No amount will be earned for this performance
measure unless the Company’s financial performance for the applicable measurement period
exceeds the mean of the financial performance of the companies in the Peer Group (defined
below) for the applicable measurement period. The financial performance of the Company and
those in the Peer Group will equal the sum of total dividends paid during the measurement period
and the change in book value during the measurement period divided by the book value on the
first day of the applicable measurement period. The “Peer Group” consists of the following
companies: AGNC Investment Corp., Annaly Capital Management, Inc., Arlington Asset
Investment Corp., ARMOUR Residential REIT, Inc., Capstead Mortgage Corporation, Cherry
Hill Mortgage Investment Corporation, Dynex Capital, Inc. and Invesco Mortgage Capital Inc. In
the event that a company in the Peer Group merges with another entity, sells all or a significant
portion of its business, dissolves, liquidates or the Committee determines that a company has
substantially changed its business in such a way that it no longer conducts a similar business to
the Company’s business, then such company will be removed from the Peer Group for the
measurement period(s) when such event occurs.

Agency RMBS Rate Relative Performance. The Company’s performance under this
performance measure will equal the sum of the change in book value during the applicable
measurement period and total dividends paid during the measurement period. No amount will be
earned for this performance measure unless the Company’s performance as calculated in the
preceding sentence for the applicable measurement period exceeds the Agency RMBS rate
multiplied by the number of years in the measurement period. The “Agency RMBS rate” will
equal the yield on the Fannie Mae 30-year fixed rate current coupon mortgage as of the
beginning of 2021 of 1.342% (determined by averaging the rate as of the last business day of
2020 and the first business day of 2021) plus 400 bps, or 5.342%.



Peer-Relative Book Value Performance. No amount will be earned for this performance
measure unless the Company’s change in book value for the applicable measurement period
(calculated in accordance with the following sentence) exceeds the mean change in book value
for the companies in the Peer Group. The change in book value for the Company and those in the
Peer Group will be determined by subtracting the book value on the first day of the measurement
period from the book value on the last day in the measurement period, with such amount divided
by the book value on the first day of the measurement period.

If the Company’s results for a performance measure equal or are less than the threshold
for a measurement period, no amount will be added to the bonus pool for the measurement
period with respect to that measurement criterion. The table below details the amounts by which
the Company’s performance must exceed the threshold performance measures described above
for the maximum bonus award to be added to the bonus pool. Linear interpolation will be used
for results falling between the threshold and the result that must be achieved to earn the

maximum award.

1-year

3-year

5-year

Peer-relative financial performance

Threshold + 5.0%

Threshold + 10.0%

Threshold + 15.0%

Agency RMBS rate relative performance

Peer-relative book value performance

Threshold + 5.0%

Threshold + 10.0%

Threshold + 15.0%

Threshold + 2.0%

Threshold + 4.0%

Threshold + 6.0%

Awards for these three measurement periods will be paid no later than March 30 of the

year

following the end of the relevant measurement period. The Committee anticipates that 50% of
earned bonuses will be paid in unrestricted shares of the Company’s common stock and 50% will
be paid in the form of “Performance Units,” all of which will be issued under the 2012 Equity
Incentive Plan (the “2012 Plan”). The number of unrestricted shares of the Company’s common
stock and Performance Units to be issued in satisfaction of the earned bonuses will be
determined by dividing the amount of such bonus by the average closing price of the Company’s
common stock on the New York Stock Exchange for the 10 trading days preceding the grant date
of the common stock and Performance Units rounded to the nearest whole number. The
Performance Units will vest at the rate of 10% per quarter commencing with the first quarter
after the one year anniversary of the end of the applicable measurement period, with the
Participant receiving one share of the Company’s common stock for each Performance Unit that
vests. The Participant must continue to be employed by the Company as of the end of each such
quarter in order to vest in the number of Performance Units scheduled to vest on that date. In the
event of a Change in Control (as defined in the 2012 Plan) or the death or disability of the
Participant, all of his or her Performance Units will be vested. When vested, each Performance
Unit will be settled by the issuance of one share of the Company’s common stock, at which time
the Performance Unit shall be cancelled immediately, but in no case later than March 30 of the
year after the year in which the Performance Units vest.

The Performance Units will contain dividend equivalent rights which entitle the
Participants to receive distributions declared by the Company on common stock. One




Performance Unit is equivalent to one share of common stock for purposes of the dividend
equivalent rights. Other than dividend equivalent rights, the Performance Units do not entitle the
Participants to any of the rights of a stockholder of the Company.

The number of outstanding Performance Units will be subject to the following
adjustments prior to the date on which such Performance Unit vests:

Book Value Impairment. A “Book Value Impairment” will occur if over any two
consecutive quarters the following conditions are satisfied: (i) the Company’s book value per
share declines by 15% or more during the first of such two quarters and (ii) the Company’s book
value per share decline from the beginning of such two quarters to the end of such two quarters is
at least 10%. If a Book Value Impairment occurs, then the number of Performance Units that are
outstanding as of the last day of such two quarter period shall be reduced by 15%.

Extraordinary Book Value Preservation. “Extraordinary Book Value Preservation” will
occur in any quarter in which the following conditions are satisfied: (i) the median change in the
book value per share of the companies in the Peer Group (the “Median Book Value Decline”) is
a decline of 6% or more and (ii) the Company’s book value per share either (a) increases or (b)
declines by a percentage that is less than 50% of the Median Book Value Decline. If an event of
Extraordinary Book Value Preservation occurs, then the number of Performance Units that are
outstanding as of the last day of the quarter in which the Extraordinary Book Value Preservation
has occurred shall be increased by 5 basis points for every 1 basis point of difference between
the Company’s book value per share percentage change and the Median Book Value Decline
during such quarter.

Outperform All Peer Companies. The Company will “Outperform All Peer Companies”
in any quarter in which the following conditions are satisfied: (i) the companies in the Peer
Group all experience a decline in book value per share and (ii) the Company’s book value per
share either (a) increases or (b) declines by an amount that is less than the decline experienced by
each company in the Peer Group. If the Company Outperforms All Peer Companies in any
quarter, then the number of Performance Units that are outstanding as of the last day of such
quarter shall increase by 10%.

The Committee anticipates adopting similar plans for future years with modifications to
the performance measures and hurdle rates as the Committee deems appropriate.



Exhibit 31.1
CERTIFICATIONS

I, Robert E. Cauley, certify that:

1. T have reviewed this quarterly report on Form 10-Q of Orchid Island Capital, Inc. (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
material fact necessary to make the statements made, in light of the circumstances under which such
stetermeade, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
faadgnt in all material respects the financial condition, results of operations and cash flows of the registrant
a$, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
timancial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

d)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
Hesigned under our supervision, to ensure that material information relating to the registrant, including
itsnsolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared,;

designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
ihancial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

disclosed in this report any change in the registrant’s internal control over financial reporting that
ducingethe registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board
dfrectors (or persons performing the equivalent functions):

a)

b)

all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant's ability to record,
punmess;ize and report financial information; and

any fraud, whether or not material, that involves management or other employees who have a
sideifiddet registrant's internal control over financial reporting.



Date: April 30, 2021

/s/ Robert E. Cauley

Robert E. Cauley
Chairman of the Board, Chief Executive Officer and
President



Exhibit 31.2

CERTIFICATIONS

I, George H. Haas, certify that:

1. T have reviewed this quarterly report on Form 10-Q of Orchid Island Capital, Inc. (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material informationrelating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

¢) evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our mostrecent evaluation of
internal control over financial reporting, to the registrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):



a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant's ability to
record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal control over financial reporting.

Date: April 30, 2021

/s/ George H. Haas, IV

George H. Haas, IV
Chief Financial Officer



Exhibit 32.1

CERTIFICATION
PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002, 10 U.S.C. SECTION 1350

In connection with the quarterly report on Form 10-Q of Orchid Island Capital, Inc. (the “Company”) for
the period ended March 31, 2021 to be filed with the Securities and Exchange Commission on or about
the date hereof (the ”Report™), I, Robert E. Cauley, Chairman of the Board and Chief Executive Officer of
the Company, certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,18 U.S.C.

Section 1350, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended; and

2. The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company at the dates of, and for the periods covered by, the
Report.

It is not intended that this statement be deemed to be filed for purposes of the Securities Exchange Act of
1934.

April 30, 2021 /s/ Robert E. Cauley
Robert E. Cauley,
Chairman of the Board and
Chief Executive Officer




Exhibit 32.2

CERTIFICATION
PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002, 10 U.S.C. SECTION 1350

In connection with the quarterly report on Form 10-Q of Orchid Island Capital, Inc. (the “Company”) for
the period ended March 31, 2021 to be filed with the Securities and Exchange Commission on or about
the date hereof (the ”Report™), I, George H. Haas, Chief Financial Officer of the Company, certify,
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended; and

2. The information contained in the Report fairly presents, in all material respects, the financial

condition and results of operations of the Company at the dates of, and for the periods covered by, the
Report.

It is not intended that this statement be deemed to be filed for purposes of the Securities Exchange Act of
1934.

April 30, 2021 /s/ George H. Haas, IV
George H. Haas, IV
Chief Financial Officer







