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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)
September 30, 2020December 31, 2019

ASSETS:
Mortgage-backed securities, at fair value
Pledged to counterparties $ 3,416,118% 3,584,354
Unpledged 124,249 6,567
Total mortgage -backed securities 3,540,367 3,590,921
Cash and cash equivalents 199,805 193,770
Restricted cash 47,541 84,885
Accrued interest receivable 10,378 12,404
Derivative assets, at fair value 14,239 -
Other assets 603 100
Total Assets $ 3,812,933% 3,882,080

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES:

Repurchase agreements $ 3,281,303% 3,448,106
Payable for unsettled securities purchased 113,653 -
Dividends payable 4,505 5,045
Derivative liabilities, at fair value 33,295 20,658
Accrued interest payable 752 11,101
Due to affiliates 590 622
Other liabilities 2,094 1,041
Total Liabilities 3,436,192 3,486,573

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY:
Preferred stock).®1par valuet00,000,0C¢hares authorized; no shares issued

and outstanding as of September 30, 2020 and December 31, 2019 - -
Common Stock).81par values00,000,00hares authorizé®,295,962

shares issued and outstanding as of September 30,630261an8dhares issued

and outstanding as of December 31, 2019 693 631
Additional paid-in capital 410,521 414,998
Accumulated deficit (34,473) (20,122)
Total Stockholders' Equity 376,741 395,507
Total Liabilities and Stockholders' Equity $ 3,812,933% 3,882,080

See Notes to Financial Statements



ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)
For the Nine and Three Months Ended September 30, 2020 and 2019
($ in thousands, except per share data)

Nine Months Ended September 3hree Months Ended September 30,

2020 2019 2020 2019

Interest income $ 90,152 % 104,795% 27,223% 35,907
Interest expense (23,045) (63,644) (2,043) (22,321)
Net interest income 67,107 41,151 25,180 13,586
Realized (losses) gains on mortgage-backed securities (24,522) (5,135) 498 (5,491)
Unrealized gains (losses) on mortgage-backed securities 38,440 39,255 1,168 (5,292)
(Losses) gains on derivative and other hedging instruments  (87,630) (61,968) 4,079 (8,648)
Net portfolio (loss) income (6,605) 13,303 30,925 (5,845)
Expenses:

Management fees 3,897 4,051 1,252 1,440
Allocated overhead 1,072 1,001 377 351
Accrued incentive compensation (117) (53) 158 173
Directors' fees and liability insurance 750 750 242 260
Audit, legal and other professional fees 841 886 240 221
Direct REIT operating expenses 852 790 406 130
Other administrative 451 225 174 57
Total expenses 7,746 7,650 2,849 2,632
Net (loss) income $ (14,351% 5,653 $ 28,076 $ (8,477)
Basic net (loss) income per share $ (0.22)$ 0.10 $ 042 $ (0.19)
Diluted net (loss) income per share $ (0.22)$ 0.10 % 042 % (0.14)
Weighted Average Shares Outstanding 66,014,379 54,037,721 67,301,901 60,418,985
Dividends declared per common share $ 0.595 $ 0.720 % 0.190 $ 0.240

See Notes to Financial Statements



ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF STOCKHOLDERS' EQUITY
(Unaudited)
For the Nine and Three Months Ended September 30, 2020 and 2019
(in thousands)

Additional Retained
Common Stock Paid-in Earnings
Shares Par Value Capital (Deficit) Total

Balances, January 1, 2019 49,132% 491 $ 379,975% (44,3878 336,079
Net income - - - 10,597 10,597
Cash dividends declared - - (11,824) - (11,824)
Issuance of common stock pursuant to public offerings, net 1,268 13 8,490 - 8,503
Issuance of common stock pursuant to stock based

compensation plan 7 - 41 - 41
Amortization of stock based compensation - - 42 - 42
Shares repurchased and retired (469) (5) (3,019) - (3,024)
Balances, March 31, 2019 49,938 $ 499 $ 373,705% (33,790% 340,414
Net income - - 3,533 3,533
Cash dividends declared - (12,859) - (12,859)
Issuance of common stock pursuant to public offerings, net 4,338 44 28,451 - 28,495
Issuance of common stock pursuant to stock based

compensation plan 7 - 43 - 43
Amortization of stock based compensation - 32 - 32
Balances, June 30, 2019 54,283 $ 543 $ 389,372% (30,257% 359,658
Net loss - - - (8,477) (8,477)
Cash dividends declared - - (14,588) - (14,588)
Issuance of common stock pursuant to public offerings, net 8,771 88 55,236 - 55,324
Issuance of common stock pursuant to stock based

compensation plan 4 - 48 - 48
Amortization of stock based compensation - - 23 - 23
Balances, September 30, 2019 63,058 $ 631 $ 430,091% (38,7348 391,988
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
Issuance of common stock pursuant to stock based

compensation plan 4 - - - -
Amortization of stock based compensation - - 59 - 59
Balances, March 31, 2020 66,237 $ 662 $  418,803% (111,321% 308,144
Net income - - - 48,772 48,772
Cash dividends declared - - (10,935) - (10,935)
Issuance of common stock pursuant to stock based

compensation plan 4 - - - -
Amortization of stock based compensation - - 55 - 55
Shares repurchased and retired (20) - (68) - (68)
Balances, June 30, 2020 66,221 $ 662 $  407,855% (62,549% 345,968
Net income - - - 28,076 28,076
Cash dividends declared - - (12,920) - (12,920)
Issuance of common stock pursuant to public offerings, net 3,073 31 15,535 - 15,566
Issuance of common stock pursuant to stock based

compensation plan 2 - 2) - 2
Amortization of stock based compensation - - 53 - 53
Balances, September 30, 2020 69,296 $ 693 $  410,521% (34,473 376,741

3
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ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
For the Nine Months Ended September 30, 2020 and 2019
($ in thousands)

2020 2019

CASH FLOWS FROM OPERATING ACTIVITIES:
Net (loss) income $ (14,351% 5,653
Adjustments to reconcile net (loss) income to net cash provided by operating activities:
Stock based compensation 167 229
Realized and unrealized gains on mortgage-backed securities (13,918) (34,120)
Realized and unrealized losses on interest rate swaptions 4,848 1,379
Realized and unrealized losses on interest rate swaps 60,988 42,739
Realized and unrealized losses on U.S. Treasury securities 95 -
Realized losses on forward settling to-be-announced securities 1,813 3,846
Changes in operating assets and liabilities:

Accrued interest receivable 2,137 (2,146)

Other assets (533) 27)

Accrued interest payable (10,349) 5,447

Other liabilities 16 1,440

Due from affiliates (32) (57)
NET CASH PROVIDED BY OPERATING ACTIVITIES 30,881 24,383
CASH FLOWS FROM INVESTING ACTIVITIES:
From mortgage-backed securities investments:

Purchases (2,898,616) (3,096,194)

Sales 2,692,230 1,948,079

Principal repayments 384,314 389,496
Payments from U.S. Treasury securities (139,807) -
Proceeds on U.S. Treasury securities 139,712 -
Net payments on reverse repurchase agreements 30 -
Payments on net settlement of to-be-announced securities (1,993) (9,846)
Purchase of derivative financial instruments, net of margin cash received (66,135) (20,032)
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 109,735 (788,497)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from repurchase agreements 27,995,556 33,804,965
Principal payments on repurchase agreements (28,162,359) (33,016,040)
Cash dividends (40,065) (38,156)
Proceeds from issuance of common stock, net of issuance costs 35,013 92,322
Common stock repurchases (70) (3,024)
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES (171,925) 840,067
NET (DECREASE) INCREASE IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH (31,309) 75,953
CASH, CASH EQUIVALENTS AND RESTRICTED CASH, beginning of the period 278,655 126,263
CASH, CASH EQUIVALENTS AND RESTRICTED CASH, end of the period 247,346% 202,216
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for:

Interest 33,395% 58,197
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING ACTIVITIES:

Securities acquired settled in later period 113,653% -

Securities sold settled in later period - 209,241



See Notes to Financial Statements




ORCHID ISLANDCAPITAL, INC.
NOTES TO CONDENSEDFINANCIAL STATEMENTS
(Unaudited)
SEPTEMBER 30, 2020

NOTE 1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organizationand BusinessDescription

Orchid Island Capital, Inc. (“Orchid” orthe “Company”),was incorporatedin Marylandon August17, 2010 for
andtAfaREHIRG 8 9 GE28YBE investment portfolio consisting of residentialmortgage-backedsecurities (“RMBS”).
FEQRHSOZDOPBI@N Orchid wasa wholly ownedsubsidiary of Bimini CapitalManagement, Inc. (“Bimini”). Orchid
Reg@AMRET2UOPSTN (the date of commencementof operations). From incorporationthrough November24, 2010,
WEChAS 98l common stockto Bimini.

On August 2, 2017, Orchid entered into an equity distribution agreement (the “August 2017 Equity
two REEHHEeRA Paemet thWilch the Company could offer and sell, from time to time, upto an aggf@ae008f
aneestdftle Company’s common stock in transactions that were deemed to be “at the market” offerings and
pevietlYorgotieEompany issued a1614P6{17ghares under the August 2017 Equity Distribution Agreement for
gross proceeds of approximat2B,Ghillion, and rRYYIRB@Es of approxirhagelndilion, net of commissions and fees,
to its termination in July 2019. prior

On July 30, 2019, Orchid entered into an underwriting agreement (the “Underwriting Agreement”) with
Citidoupan| Stanieaké&s 1hé-Gand J.P. Morgan Securities LLC, as representatives of the underwriters named
BiiedhdJalngsedsoshares of the Company’s common stock at a price to thé.padic sifde. The underwriters
purchased the shares pursuant to the Underwriting Agreement at3b3pee siidre. The closing of the offerig§ @000
shares of common stock occurred on August 2, 2019, with net proceeds to the Companyldf apglioxiratitsly $
of underwriting discounts and commissions and other estimated offering expenses. deduction

On January 23, 2020, Orchid entered into an equity distribution agreement (the “January 2020 Equity
threRigHIBs iR AQrparaaaht #ithhich the Company could offer and sell, from time to time, upto an a2@0eREA000
afmiarkefch the Company’s common stock in transactions that were deemed to be “at the market” offerings and
pEMaERMGIRIoHAE ompany issued a3dt@Dgf 23hares under the January 2020 Equity Distribution Agreement for
gross proceedsagproximately $&8million, and rRA¢iR@RIEds 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
fourldialed uiirmBgsaasuant tovithich the Company may offer and sell, from time to time, up toan adéte0at:0asf
3RpELtAfRe Company’s common stock in transactions that are deemed to be “at the market” offerings and
peaviativdIegotiaetdgh September 30, 2020, the Company iss@¢@78,828hafes under the August 2020 Equity
Agreement for aggregate gross procapgsoaimatelgt % 8million, and net PAEEBHEQT approxim&atétyilon, net of
commissions and fees.

COVID-191Impact

Beginning in mid-March 2020, the global pandemic associated with the novel coronavirus COVID-19
ecoh &Y Edid@itionadbelate€o impact our financial position and results of operations. As a result of the

REPNSIMIFoNgRIARAA BIAKBYID-19, the Agency RMBS market experienced severe dislocations. This resulted in
falling prices of our
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assets and increased margin calls from our repurchase agreement lenders. Further, as interest rates declined,
wiRigieeeafgddéianad to our various hedge positions. In order to maintain sufficient cash and liquidity, reduce risk
aafksajisiyéraigited to sell assets at levels significantly below their carrying values and closed several hedge
ROZRISNAaNRR AEgaKYstabilized after the Federal Reserve announced on March 23,2020 that it would purchase
BusNeBARSAAthe amounts needed to support smooth market functioning. As of September 30, 2020, we
hedgmeisatirietoabwing summarizes the impact COVID-19 has had on ourfinancial position and results of
Setaliehs: thoowarro.

e We sold approximat@yBillion of RMBS during the nine months ended September 30, 2020, realizing losses
$24.5million. Approxim&ERPBIASHGHEEse sales were executed on March 19th and March 20th and resulted
approximatel@®4million. TH@ 1888€8 8listained on these two days were a direct result of the adverse RMBS
associated with OGVHEL ggnditions

e We terminated interest rate swap positions with an aggregate notiar2bilfmlnenfi$ncurred approximéaiely $
million in mark to market losses on the positions through the date of the respective terminatiofs.0million of
RS & Urred during the three months ended March 31, 2020.

e Our RMBS portfolio had a fair market value of appr8:aimiiiefy&s of September 30, 2020, comp&rétiim$ as of
December 31, 2019. The September 30, 2020 balance represents an incRabélfoonb#ente as of June 30,
and the Z9billion balance as of March 31, 2020. 2020

e Our outstanding balances under our repurchase agreement borrowings as of September 30, 2020 @8fwllion,
aenigatetelwdillion as of December 31, 2a8hilion as of March 31, 2020&adilion as of June 30, 2020.

e Our stockholders’ equity wa6.#nillion as of September 30, 2020, compae&dSuifion as of December 31,
$308.1million as of March 31, 20203%&iGhillion as of June 30, 2020. 2019,

In response to the Shelter in Place order issued in Florida in March 2020, our Manager (as defined below)
RedBV@KEF‘It_iﬁ @ﬁ@&_@émployees are working remotely. Prior planning resulted in the successful
bpeleasER O Hiis B8 A&k daily communication.

Althoggh the Company cannot estimate the length or gravity of the impact of the COVID-19 outbreak at this
contimfadf theapReeMEe to have adverse effects on the Company'’s results of future operations, financial

RSHIYRADIOAR HByONd.

In addition, President Trump signed into law the Coronavirus Aid, Relief, and Economic Security (CARES)
billid¥E, oFishahe s renddes individuals, businesses, state and local governments, and the health care system
ssfeaRadhgdMAaridihg mortgage loan forbearance and modification programsto qualifying borrowers who may
freaie (GEHCHHYHEIOThe Company has evaluated the provisions of the CARES Act and has determined that it
wilbBobhamMe eomabRiitgts business, results of operations and financial condition. The Federal Housing Financing
AaenestilireedMEASISES on how they will handle servicer advances for loans thatback Agency RMBS that enter
DRI NIRAIRNGRIt prepayments during the forbearance period that could have resulted otherwise. There can be
RBASPUIAE fEendStéPm, these and other actions by the U.S. government will affect the efficiency, liquidity and
piebijhgel e keengakra@xtent the financial or mortgage markets do not respond favorably to any of these
AstianseRsrPUsNREWAR d8ur business, results of operations and financial condition may continue to be
materially adversely affected.

Basis of Presentationand Use of Estimates

The accompanying unaudited financial statements have been prepared inaccordance with accounting
in tHEI0GIRRPSIRASSANEAGEeBIRA interim financial informationand with theinstructionsto Form 10-Qand Article8
pcBaeihipnieltdo not includeall of the informationand footnotesrequired by GAAP for complete financial

plalemgertentnaine@nstieeAts (consisting of normal recurring accruals) considered necessary for a fair
presentationhave beenincluded.
8



Operatingresults forthe nine andthree month period ended September 30, 2020 are not necessarilyindicative of
e sthaienaabendingDecember 31,2020.

The balancesheet at December31, 2019 hasbeen derivedfrom the auditedfinancial statementsat that date
of thaIfieRR AR IR Sthotes required by GAAP forcomplete financialstatements. For furtherinformation, refer
ARSNBAREAM footnotesthereto includedin the Company’sAnnual Reporton Form 10-K for the yearended
December31, 2019.

The preparationof financial statementsin conformitywith GAAP requires managementto make estimatesand
the ASsoE@mdiNsadfREsets and liabilitiesand disclosureof contingentassets and liabilitiesat the date of the
finansiademeistast revenues andexpenses duringthe reportingperiod. Actualresults coulddiffer fromthose
§§}Hﬁ@&$t-eg?i?nates affecting theaccompanyingfinancial statementsare the fairvalues of RMBSand derivatives.
ManagrreasBRE¥SSumptionsunderlying the financial statements are reasonablebased on theinformation
avaitehlersel IpREIIeRer the ultimateimpact that COVID-19 will have onthe globaleconomy generally,and
pArfEGRIF phAEIIRSS IBstimatesand assumptionsas of September30, 2020 inherentlyless certainthan they would
BRcpsestitReifpERY of COVID-19.

Variable Interest Entities (“VIEs”)

We obtain interests in VIEs through our investments in mortgage-backed securities. Our interests in
natdRes@Y Hre AR BRSEMR N0 result in us obtaining a controlling financial interest inthese VIEs in the future.
cORsblies tMEsEa/MEE and we account for our interest in these VIEs as mortgage-backed securities. See
N%ﬁ@aﬁ%rﬁ%@?ﬂﬂg our investments in mortgage-backed securities. Our maximum exposure to loss for
thase MiErisibegajeyigtked securities.

Cash and Cash Equivalents and Restricted Cash

Cash and cashequivalentsinclude cashon depositwith financialinstitutionsand highlyliquid investments
thre®iFRdHIEEEH Teatubt®Rafme of purchase. Restricted cash includescash pledgedas collateralfor repurchase
BEFRSNIGHES ARG ipteeEst rate swaps and other derivativeinstruments.

The followingtable providesa reconciliationof cash, cashequivalents,and restricted cash reportedwithin
posihiesintarnent &f fiareilof thesame such amountsshown inthe statementof cash flows.

(in thousands)

September 30, 2020December 31,

Cash and cash equivalents $ 199,805$2019 193,770
Restricted cash 47,541 84,885
Total cash, cash equivalents and restricted cash $ 247,346% 278,655

The Company maintains cashbalances atthree banksand excessmargin onaccount withtwo exchange
baldiead e dpenerd RuBMASinsured limits. The Companyhas not experiencedany lossesrelated tothese
briposksnEhrahede@lporationinsures eligibleaccounts upto $250,000 per depositorat each financialinstitution.
Paisticéectasihinsured, but are heldin separate customer accountsthat are segregatedfrom the generalfunds of
HeeREMPIRAIYUNIMSUred balances toonly large, well-knownbanks and exchangeclearing membersand believes
Hinf Bidimimteasei isk on cash andcash equivalentsor restrictedcash balances.

Mortgage-BackedSecurities

The Companyinvests primarilyin mortgage pass-through (“PT") residentialmortgage backedcertificates

issued by FreddieMac,
9



Fannie Maeor Ginnie Mae (“RMBS"), collateralizedmortgage obligations(“CMQOs"), interest-only (“IO”) securities
andin\wseifiesasiresbhting interest in or obligations backed by pools of RMBS. We refer to RMBS and CMOs
5 IBTaRYBS JAGuFRfES as structured RMBS. The Company has elected to account for itsinvestment in RMBS
gptlen tradeimpibe fair value option requires the Company to record changes infair value in the statement of
RRGAEBRTeWRIGRW) more appropriately reflects the results of our operations for a particular reporting period
BRedpERRsenbMItS ted how the portfolio is managed.

The Companyrecords RMBStransactionson the tradedate. Security purchases thathave notsettled as of the
are RlaRRaFRaRkedRIBBS balance withan offsetting liability recorded,whereas securitiessold thathave not settled
datefdhe Ralabesoshrftthe RMBSbalance withan offsettingreceivable recorded.

Fair valueis defined as the pricethat wouldbe receivedto sell theasset or paidto transferthe liabilityin an
betWEder EARSRAIEBipants at the measurementdate. The fair value measurementassumes thatthe transaction
tePRIhBRINMIRY eitheroccurs inthe principalmarket forthe asset orliability, or inthe absenceof a principal
BHVKAtagebuE R Sithe asset orliability. Estimatedfair valuesfor RMBS are based on independentpricing
BRbIEP BRBELRN WHEN AR able.

Income on PTRMBS securitiesis based onthe statedinterest rate of the security. Premiums ordiscounts
purdhasersad foe Aasrafed. Premium lostand discountaccretion resulting frommonthly principalrepaymentsare
ERiIRSI88434K)ERIROBS inthe statementsof operations. For 10 securities, the incomeis accrued based on the
EREYING VPtIE It ifference between incomeaccrued andthe interestreceived onthe securityis characterized
ARG SEHERR IR asset's carrying value. At each reportingdate, the effective yieldis adjusted prospectively
ferfotigBaeRArdAthe new estimate of prepaymentsand the contractualterms of the security. For IO securities,
pltesiive oirid ROthiNSSREso take into accountthe index valueapplicableto the security. Changes infair value of
Wr@ﬁ@‘t@:ﬁﬁﬁ?’e recorded inearnings andreported asunrealized gains or losseson mortgage-backed
seaefitiesiichepaeaananying

Derivative and Other Hedging Instruments

The Companyuses derivativeand otherhedging instrumentsto manage interest raterisk, facilitate
marige YiRBHEYpBatREEaARGt may continue todo so in thefuture. Theprincipal instrumentsthat the Company
resadseyl kedaterarete”), Fed Funds and Eurodollarfutures contracts,short positionsin U.S. Treasurysecurities,
BRaE (et RERSinterestrate swaps (“interestrate swaptions”)and “to-be-announced”(“TBA”) securities
Hriysantiscd ditHee deP@aBinstrumentsin the future.

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

Derjvativeinstruments are carriedat fair value,and changesin fair valueare recordedin earningsfor each
deripaﬂ?ﬁfﬂﬁbﬁcﬁﬂmﬂ)fﬁentsare not designatedas hedge accountingrelationships, but ratherare used as
penmeIbisdeagasaiibdilities.

Holding derivativescreates exposureto creditrisk relatedto the potentialfor failure on the partof
hon6dhareanieRANShexCnagatith, the Company may be requiredto post collateralbased onany declinesin the
paftstvakie Rkfiaeeventof defaultby a counterparty,the Companymay have difficultyrecoveringits collateraland
pEprEitepedRdedfor underthe terms of the agreement. To mitigate this risk, the Companyuses only well-

ahthblichedervaecsiahtaidties.
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Financial Instruments

The fair value of financialinstrumentsfor whichit is practicableto estimatethat valueis disclosedeither inthe
stateabhed diarfiganaiompanying notes. RMBS, Eurodollar, Fed Funds and T-Notefutures contracts, interest
ENapIERSaderealiaduritiesare accountedfor at fairvalue in thebalance sheets. The methodsand
GaRTBHemsIsipd R PeliRiRigifesentedin Note 12 of the financialstatements.

The estimatedfair value of cash andcash equivalents,restricted cash, accruedinterest receivable,
othépeek@kleias apeiliassdehurchase agreements, payable forunsettled securitiespurchased, accrued
ifererpgrALIRRNEpBIBKIMatestheir carryingvalues as of September 30, 2020 and December 31,2019 due to
theshAAAISEAINAHRENts.

Repurchase Agreements

The Companyfinances the acquisition of the majorityof its RMBSthrough the use of repurchase
rep@@f?@é@@@ﬁ%@ﬂﬁ’@(ﬁtﬁ!?@@brchase agreements are accountedfor as collateralizedfinancing transactions,
vhreraaredaried@sheiEludingaccrued interest,as specifiedin the respectiveagreements.

Reverse RepurchaseAgreements and Obligationsto Return SecuritiesBorrowed underReverse
RepurchaseAgreements

The Company borrows securitiesto cover shortsales of U.S. Treasury securitiesthrough reverserepurchase
madfePrastiRHE4RAR &8ents. We account forthese as securitiesborrowingtransactionsand recognizean
pbligitien se catitiesBefair valueon the balancesheet basedon the value of the underlyingborrowed securities as
ohihesepatbiratdved as collateralin connectionwith our reverserepurchase agreements mitigate ourcredit
BskiRiPariBSOUr reverse repurchase agreementstypically have maturitiesof 30 daysor less.

Manager Compensation

The Companyis externallymanaged by Bimini Advisors,LLC (the “Manager” or “Bimini Advisors”),a
comanyalitt aR JeRHBY subsidiary of Bimini. The Company’smanagementagreementwith the Manager
RIgMiskesTor RAMAMRYEMER fee and reimbursementof certain operating expenses, whichare accruedand
Axpemses\diinadiriariiafderred. Refer to Note 13 forthe terms ofthe managementagreement.

EarningsPer Share

Basic earningsper share (‘EPS”) iscalculated as net incomeor loss attributableto common stockholders
avefiydefl e nsHaéa®df common stockoutstanding or subscribedduring the period. Diluted EPS is
seeklatedusinadbme®Reis applicable, for common stock equivalents,if any. However, the common stock
RAEBAARIAG R DRI TSI Ghe resultis anti-dilutive.

Income Taxes

Orchid has qualified and elected to be taxed as a real estate investment trust (“REIT”) underthe Internal
as dreedee @lecydP$6REITs are generally not subject to federal income tax on their REIT taxable income
Breyigett atdbRstockholders at least 90% of their REIT taxable income on an annual basis. In addition, a
Riolisiaust oneqs CIHEE to retain its tax status.

Orchid assesses the likelihood, based on their technical merit, that uncertain tax positionswill be sustained
upon examination
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based on the facts, circumstances and information available at the end of each period. All of Orchid’s tax
RRlipBEBdR CatRERsIEEARACCrual for any tax, interest or penalties related to Orchid’s tax position assessment.
uhBeriBRPRKYPHSIbAS is adjusted when new information is available, or whenan event occurs that requires a
change.

Recent AccountingPronouncements

On January 1, 2020, we adopted Accounting Standards Update (“ASd&n2@il@rk&uments — Credit Losses
326): Measurement of Credit Losses on Financial In&8uh#its-13 requi@%ﬁedit losses on most financial
at amortized cost and certain other instruments to bagpetssiifeasusash an expected creditloss model (referred
txpedhel @tE@loss model). The Company’s adoption of this ASU did not have a material effect on its financial
filiRBIsNiE SStdSvere already measured at fair value through earnings.

In March 2020, the FASB issued ASU 2R2fefehte Rate Reform (Topic 848): Facilitation of the Effects of
Reform on Financial Repdrtik@U 2020-04 pf3ef8EY6SEtBAL expedients and exceptions to GAAP requirements
on debt instruments, leasé@! MOGEGRIEINANd other contracts, related to the expected markettransition from the
bIrden RégsbanIBOR”), and certain other floating rate benchmark indices, or collectively, IBORSs, to alternative
LRfere0s e EMeRaIfydnsiders contract modifications related to reference rate reform tobe an event that does
RetheegiFerieAtratthe modification date nor a reassessment of a previous accounting determination. The
epifaRaai/ANTA) He28M4d8 over time, through December 31, 2022, as reference rate reform activities occur.
hBROMRAAN AR Mtthis ASU will have a material impact on its consolidated financial statements.

NOTE 2. MORTGAGE-BACKED SECURITIES

The followingtable presentsthe Company’sRMBS portfolioas of September30, 2020 and
December 31,2019:

(in thousands)

September 30, 2020December 31,

Pass-Through RMBS Certificates: 2019
Adjustable-rate Mortgages $ 960 $ 1,014
Fixed-rate Mortgages 3,357,501 3,206,013
Fixed-rate CMOs 151,110 299,205
Total Pass-Through Certificates 3,509,571 3,506,232

Structured RMBS Certificates:

Interest-Only Securities 30,796 60,986
Inverse Interest-Only Securities - 23,703
Total Structured RMBS Certificates 30,796 84,689
Total $ 3,540,367% 3,590,921

NOTE 3. REPURCHASE AGREEMENTS AND REVERSE REPURCHASE AGREEMENTS

Repurchase Agreements

The Company pledges certainof its RMBS as collateralunder repurchaseagreementswith financial
gen@liliRBEdBYE BrigRSAMingrates correspondingto the termsof the borrowings,and interestis generally
BaidoRliHie IetREnalRRIof the pledged securitiesdeclines, lenders willtypically requirethe Companyto post
addifianienlinigstdaenratablishagreed upon collateral requirements, referred toas "margincalls.” Similarly, if the
Edeviitiesahthededdediders mayrelease collateralback to the Company. As of September30, 2020, the
@g{@ip@mémg met allmargin call

As of September30, 2020 and December 31,2019, the Company’s repurchaseagreementshad remaining
maturitiesas summarized 1



below:

(% in thousands)

OVERNIGHT BETWEEN 2 BETWEEN 31 GREATER

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

September 30, 2020
Fair market value of securities pledged, including

accrued interest receivable $ 4956$% 1,700,941% 675,475% 1,044,903% 3,426,275
Repurchase agreement liabilities associated with

these securities $ 3,709% 1,627,083% 648,133% 1,002,378% 3,281,303
Net weighted average borrowing rate 1.30% 0.24% 0.24% 0.24% 0.24%
December 31, 2019
Fair market value of securities pledged, including

accrued interest receivable $ -$ 2470,263% 1,005,517% 120,941% 3,596,721
Repurchase agreement liabilities associated with

these securities $ - $ 2,361,378% 964,368% 122,360% 3,448,106
Net weighted average borrowing rate - 2.04% 1.94% 2.60% 2.03%

In addition, cash pledged to counterparties for repurchase agreements wa$2p arHtioratei$ic5. IMillion as of
September 30, 2020 and December 31, 2019, respectively.

If, duringthe term ofa repurchase agreement, a lender filesfor bankruptcy, the Company might experience
pledliig a8 6eSVGIEADEUID result inan unsecured claim againstthe lenderfor the differencebetween theamount
INa8eskie diedaeMP B counterpartyand the fairvalue of the collateral pledged tosuch lender, including the
aperdagrniesest negen@blempany as collateral. At September30, 2020, the Companyhad an aggregateamount
Bt éhendiffpienatloanedto the Company, including interestpayable and securities posted bythe counterparty
(hrydrasetthriédland cash pledged(if any), including accruedinterest onsuch securities)with all counterp&ifids4
plifBRrorHBat®Mpany did not havean amountat risk withany individual counterparty greater than10% of the
Sep1eahes 3FUMY2) and December 31,2019.

NOTE 4. DERIVATIVE AND OTHER HEDGING INSTRUMENTS
Derivativeand Other Hedginglnstruments Assets (Liabilities),at Fair Value

The table below summarizesfair valueinformationabout ourderivative and otherhedging instruments
Sepleafier@T hazibtigs@deember 31,2019.

(in thousands)

Derivative Instruments and Related Accounts Balance Sheet Location September 30, 202December 31,
Assets 2019

Payer swaptions - long Derivative assets, at fair value $ 14,048 $ =
TBA securities Derivative assets, at fair value 191 -
Total derivative assets, at fair value $ 14,239% -
Liabilities

Interest rate swaps Derivative liabilities, at fair valug 26,636 % 20,146
Payer swaptions - short Derivative liabilities, at fair value 6,221 -
TBA securities Derivative liabilities, at fair value 438 512
Total derivative liabilities, at fair value $ 33,295 % 20,658

Margin Balances Posted to (from) Counterparties
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Futures contracts Restricted cash $ 561 $ 1,338

TBA securities Restricted cash 1,394 246
Interest rate swaption contracts Other liabilities (1,037) -

Interest rate swap contracts Restricted cash 20,819 17,450
Total margin balances on derivative contracts $ 21,737% 19,034

Eurodollar, Fed Funds and T-Note futuresare cash settledfutures contractson an interestrate, withgains and
chalgsseraresitashdbany’s cash accountson a daily basis. Aminimum balance,or “margin”,is requiredto be
ENaHIRipasi M agprigBeIdW presentinformationrelated tothe Company’s Eurodollarand T-Note futures
POSHRRR B SEHieHRPSL 38019,

(% in thousands)

September 30, 2020

Average Weighted Weighted

Contract Average Average

Notional Entry Effective Open
Expiration Year Amount Rate Rate Equit{)
Eurodollar Futures Contracts (Short Positions)
2020 $ 50,000 3.25% 0.25% $ (375)
2021 50,000 1.03% 0.20% (415)
Total / Weighted Average $ 50,000 1.47% 0.21% $ (790)
Treasury Note Futures Contracts (Short Pbsition)
December 2020 5-year T-Note futures

(Dec 2020 - Dec 2025 Hedge Period) $ 69,000 0.70% 0.69% $ (22)

(% in thousands)

December 31, 2019

Average Weighted Weighted

Contract Average Average

Notional Entry Effective Open
Expiration Year Amount Rate Rate Equit{)
Eurodollar Futures Contracts (Short Positions)
2020 $ 500,000 2.97% 1.67% $ (6,505)
Total / Weighted Average $ 500,000 2.97% 1.67% $ (6,505)
Treasury Note Futures Contracts (Short Pbsition)
March 2020 5 year T-Note futures

(Mar 2020 - Mar 2025 Hedge Period) $ 69,000 1.96% 2.06% $ 302

(1) Open equity represents the cumulative gains (losses) recorded on open futures positions from inception.
(2) T-Note futures contracts were valued at a Qi2€0#$September 30, 2020 drid%ht December 31, 2019. The contract
the short positions wed@.@million ands®.8million at September 30, 2020 and DedéHM&Sr A1, 2019, respectively.

Under ourinterest rate swap agreements,we typicallypay a fixedrate and receivea floatingrate basedon the
swapBPRAOAYELINg ratewe receive under ourswap agreementshas the effectof offsettingthe repricing
sbrsantensianal g aBWEbASRICh liabilities. We are typicallyrequired topost collateralon our interestrate swap
pEISRPRESEntSRaRIfation related tothe Company'sinterest rate swap positionsat September30, 2020 and
December 31,2019.

($ in thousands)

Average Net
Fixed Average Estimated Average
Notional Pay Receive Fair Maturity
Amount Rate Rate Value (Years)

September 30, 2020
14



Expiration > 3 to < 5 years 620,000 1.29% 0.25% $ (23,817) 3.9
Expiration > 5 years 200,000 0.67% 0.25% (2,819) 6.7
820,000 1.14% 0.25% $ (26,636) 4.6

December 31, 2019
Expiration > 1 to < 3 years 360,000 2.05% 190% $ (3,680) 2.3
Expiration > 3 to < 5 years 910,000 2.03% 1.93% (16,466) 4.4
1,270,000 2.03% 1.92% $ (20,146) 3.8

The table below presentsinformationrelated tothe Company’sinterest rate swaption positionsat There were

opeRYNaPtRIT 38si8BR8-at December 31,2019. no
($ 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)
September 30, 2020
Payer Swaptions - long
< 1year $ 3,450 $ 32 5.5 $ 500,000 0.95% 3 Month 4.0
>1 year < 2 years 13,410 14,016 20.4 675,000 1.49% 3 Month 12.8
$ 16,860% 14,048 14.0 $ 1,175,000 1.26% 3 Month 9.0
Payer Swaptions - short
<1 year $ (4,660 (6,221) 8.4 $ 507,700 1.49% 3 Month 12.8

The following table summarizes our contracts to purchase and sell TBA securities as of September 30,

2018020 and December 31,

(% in thousands)

Notional Net
Amount Cost Market Carrying
Long (Shof%) Basi®) Valué) Valué®
September 30, 2020
15-Year TBA securities:

2.0% $ 175,000% 181,727% 181,918% 191
30-Year TBA securities:

2.5% 200,000 210,250 209,812 (438)
Total $ 375,000% 391,977% 391,730% (247)
December 31, 2019
30-Year TBA securities:

4.5% $ (300,000% (315,426% (315,938% (512)
Total $ (300,000% (315,426% (315,938% (512)

(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=ticdreyidg value represents the difference between the market value and the cost basis of the TBA securities as of
pededvatideaasisistsafliatidities) 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 financial instruments on the
for tatemerasdfloperatmmbs ended September 30, 2020 and 2019.
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(in thousands)

Nine Months Ended September 30Three Months Ended

2020 2019 Septeodeer 30, 2019

Eurodollar futures contracts (short positions) $ (8,324% (14,423% 6)% (94)
T-Note futures contracts (short position) (4,837) (6,311) (113) (1,112)
Fed Funds futures contracts (short positions) - 313 - 313
Interest rate swaps (67,713) (36,322) 489 (9,918)
Payer swaptions - short (1,561) - (672) -
Payer swaptions - long (3,287) (1,379) 914 (316)
Net TBA securities (1,813) (3,846) 3,431 2,479
U.S. Treasury securities - short position (95) - 36 -
Total $ (87,6308 (61,968)% 4,079% (8,648)

Credit Risk-Related Contingent Features

The use of derivatives creates exposure to credit risk relating to potential losses that could be
thardeegoaetbipdnéesverthese instruments fail to perform their obligations under the contracts. We
himhiiimiz e uhisoiskerparties for instruments which are not centrally cleared on a registered exchange to
msjbutimaneidh acceptable credit ratings and monitoring positions with individual counterparties. In
estglifienl wepladydassets as collateral for our derivatives, whose amounts vary over time based on
tiatiorakamaloeand remaining term of the derivative contract. In the event of a default by a
ceceiter payyn ardsapvided for under the terms of our derivative agreements, and may have difficulty
plidgedgewotiasetal for our derivatives. The cash and cash equivalents pledged as collateral for our
degivatlvdedsimunesntded cash on our balancé shtetsCompany's policy not to offset assets and
associated with open derivative contracts. HéaeNiggshe Chicago Mercantile Exchange (“CME”) rules
oengiotans fessi @sosettliement payments, as opposed to adjustments to collateral. As a result,
lizbbiiitgenaseetataddvith centrally cleared derivatives for which the CME serves as the central
ake#rihggeadyraratipeashatebeen settled as of the reporting date.

NOTE 5. PLEDGED ASSETS
Assets Pledgedto Counterparties

The table below summarizesour assetspledged as collateralunder ourrepurchase agreementsand

incld@ypsveasiespleidiayr&iaRdto securitiessold but notyet settled, as of September30, 2020 and
December 31,2019.

(in thousands)

September 30, 2020 December 31, 2019
Repurchase Derivative Repurchase Derivative
Assets Pledged to Counterparties Agreements Agreements  Total Agreements Agreements  Total
PT RMBS - fair value $ 3,387,253% - $ 3,387,253 $ 3,500,394% - $ 3,500,394
Structured RMBS - fair value 28,865 - 28,865 83,960 - 83,960
Accrued interest on pledged securities 10,157 - 10,157 12,367 - 12,367
Restricted cash 24,767 22,774 47,541 65,851 19,034 84,885
Total $ 3,451,042% 22,774$ 3,473,816 $ 3,662,572% 19,034$ 3,681,606

Assets Pledgedfrom Counterparties

The table below summarizesour assets pledged tous from counterpartiesunder ourrepurchase
agroSHRaRSais) tRYFaBVERYIEBARts as of September30, 2020 and December 31,2019.
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(in thousands)

Reverse
Repurchase Repurchase Derivative

Assets Pledged to Orchid Agreements Agreements Agreements Total
September 30, 2020

Cash $ 5,855 $ -$ 1,037 $ 6,892
U.S. Treasury securities - fair value 1,424 - - 1,424
Total $ 7,279 % -$ 1,037 $ 8,316
December 31, 2019

Cash $ 1,418 $ -3 -$ 1,418
Total $ 1,418 $ -$ -$ 1,418

RMBS and U.S. Treasury securitiesreceived as margin underour repurchaseagreementsare not recordedin
becHisbaEaseAsAIrty retains ownershipof the security. U.S. Treasury securities received fromcounterparties
pS/eplatespliioHgs@areements are recognizedas obligationsto return securities borrowed under reverse
FRpHFcRaSSRYT RS T BB as margin isrecognized as cash andcash equivalentswith a corresponding
RIS acRgizEaselyreements or other liabilitiesin the balancesheets.

NOTE 6. OFFSETTING ASSETS AND LIABILITIES
The Company’'sderivative agreementsand repurchaseagreementsand reverserepurchase agreementsare

agréeRieRtsitRAAEYRENetting orsimilar arrangements,which providefor the rightof offset inthe eventof

gafauliptdpdheigiepia@ty to thetransactions. The Companyreports itsassets and liabilities subject tothese
BES&BJEMENtSON a gross

Th(_a followingtable presentsinformationregardingthose assetsand liabilitiessubject tosuch arrangements
presénifditheropeaeebasis asof September30, 2020 and December 31,2019.

(in thousands)

Offsetting of Assets

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

September 30, 2020

Interest rate swaptions $ 14,048$ -$ 14,048 % - $ (1,037% 13,011
TBA securities 191 - 191 - - 191
$ 14,239% -3 14,239 % -3 (1,037% 13,202

(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

September 30, 2020

Repurchase Agreements $ 3,281,303% - $ 3,281,303% (3,256,536% (24,767% -

Interest rate swaps 26,636 - 26,636 - (20,819) 5,817
17



Interest rate swaptions 6,221 - 6,221 - - 6,221

TBA securities 438 - 438 - (438) -
$  3,314,598% - $ 3,314,598%  (3,256,536% (46,024% 12,038

December 31, 2019

Repurchase Agreements $  3,448,106% - $ 3,448,106% (3,382,255% (65,851% -

Interest rate swaps 20,146 - 20,146 - (17,450) 2,696

TBA securities 512 - 512 - (246) 266
$  3,468,764% - $ 3,468,764% (3,382,255% (83,5478 2,962

The amountsdisclosed forcollateralreceived byor postedto the same counterparty up to andnot exceeding
ass&1®NRAGIMPPRESéHIEd in the balancesheets. The fair valueof the actualcollateral receivedby or postedto the
W&%ﬂ?@@@é@_@gme amountspresented. See Note 5 for a discussionof collateralposted orreceived againstor for
ERRMEERRAVRIIISARTeNts.

NOTE 7. CAPITAL STOCK

Common StocklIssuances

During the nine monyhs ended September30, 2020 andthe year endedDecember 31,2019, the Company
pubfieBMeiagt §pIEPe4 its commonstock.

(% in thousands, except per share amounts)

Weighted
Average
Price

Received Net
Type of Offering Period Per Share Shares Proceeds
2020
At the Market Offering Program First Quarter $ 6.23 3,170,727% 19,447
At the Market Offering Prog§ram Third Quarter 5.15 3,073,326 15,566
Total 6,244,053% 35,013
2019
At the Market Offering Program First Quarter $ 6.84 1,267,894% 8,503
At the Market Offering Pro@ram Second Quarter 6.70 4,337,931 28,495
At the Market Offering Program Third Quarter 6.37 1,771,301 11,098
Follow-on Offering Third Quarter 6.35 7,000,000 44,218

14,377,126% 92,314

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

(2) NERTHEERSS 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
Becaiteerafliabatprivesesasisbquent agreement.

Stock Repurchase Program

OnJuly 29, 2018e Company’s Board of Directors authorized the repurch88@f008hares of the Company’s
common stock. On February 8, 2018, the Board of Directors approved an increasein the stock repurchase
RERBlIBAIBUNE2aMAres of the Company's common stock. Coupled with the 783,757 shares remaining from
share authorizatilt HiRateal88.808¢thorization brought the total authorization to 5,306,579 shares,
EongsanNBaREY o ofsif@ding share count. As part of the stock repurchase program, sharesmay be purchased
tPePREBtBAKSIock 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 market repurchases 18



will be made in accordance with Exchange Act Rule 10b-18, which sets certain restrictions on the method,
BReRdmRricet atstkaepiRPlases. The timing, manner, price and amount of any repurchases will be determined
B%Hﬂ@t@?ﬂmiif‘&ssubject to economic and market conditions, stock price, applicable legal requirements and
athRbfReiess ddes not obligate the Company to acquire any particular amount of common stock and the
BIOSHAThIRRY RUIRIBRIABEAVS discretion without prior notice.

From the inception of the stock repurchase program through September 30, 2020, the Company 5,685,511
shafeR&ChAR AR @bst of approxidtateniigon, including commissions and fees, for a weighted averdgEdper
share. During the nine months ended Septfigs&f $0, 2020, the Company repurtd@ssshmtetahofin aggregate
approximatel® gmillion, including commissions and fees, for a weighted aver8g2pece@&@®f During the nine
ended September 30, 2019, the Company repurchasetb,8t&hafes at an aggredﬁ&ﬂ%%t of approxigartelljién,
including commissions and fees, for a weighted average43ee stide. The remaining authorization under the
program as of September 30, 20B83Wa4 shares. repurchase

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 - YTD 0.660 44,055
Totals $ 11.525% 332,448

(1) On October 14, 2020, the Company declared a diidisierf $hare to be paid on November 25, 2020. The effect of
included in the table above, but is not reflected in the Gbmpkvigenithisncial statements as of September 30, 2020.

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
dirdaetarmpedptbgessyvice providers, including employees of the Manager and other affiliates. The
focemsieavRatanopstviclesptions, stock appreciation rights, stock award, performance units, other equity-
taseenavheqdivéderds with respect to awards of performance units and other equity-based awards) and
Neemtiverawardkan is administered by the Compensation Committee of the Company’s Board of
Doegtars/sxtépB teatitbé Directors will administer awards made to directors who are not employees of
tféli@mwpdine dndtsntive Plan provides for awards of up to an a§gredae édsued and outstanding
common stock (on a fully diluted basis) at the time of the awardshsauégeat twia maxira0t)ofhagsef
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
exelnnpraioffiPéas emdastaployees of its Manager. “Performance Units” vest after the end of a defined

performance period,
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based on satisfaction of the performance conditions set forth in the performanceWhéragegaetréach
Performance Unit will be settled by the issuance of one share of the Company’s common stock, at
Rbitbrtirardd&nit will be cancelled. The Performance Units contain dividend equivalent rights, which
tntitlecikie Biattibip@ms declared by the Company on common stock, but do not include the right to vote
#maregeflyorgmon stock. Performance Units are subject to forfeiture should the participant no longer
sffiiveray empkaerivd the Company. Compensation expense for the Performance Units is recognized
vestitigepeiodioinge it becomes probable that the performance conditions will be achieved.

The following table presents information related to Performance Units outstanding during the

Septaralmeol3tis282deand 2019.

(% in thousands, except per share data)

Nine Months Ended September 30,

2020 2019

Weighted Weighted

Average Average
Grant Date Grant Date

Shares Fair Value Shares Fair Value
Unvested, beginning of period 19,021 $ 7.78 43,672 $ 8.34
Forfeited (1,607) 7.45 - -
Vested and issued (10,583) 8.03 (20,498) 8.90
Unvested, end of period 6831 $ 7.45 23,174 $ 7.85
Compensation expense during period $ 32 $ 94
Unrecognized compensation expense, end of period $ 8 $ 60
Intrinsic value, end of period $ 34 $ 133
Weighted-average remaining vesting term (in years) 0.5 0.9

The number of shares of common stock issuable upon the vesting of the remaining outstanding
redRestbemaneasulnds thasook value impairment event that occurred pursuant to the Company's Long Term
{Doaqerssation Plans (the "Plans"). The book value impairment event occurred when the Company's book
dakimedrghamare than 15% during the quarter ended March 31, 2020 and the Company's book value per
Shatmnet|iz@2®m June 30, 2020 was more than 10%. The Plans provide that if such a book value
oopaisndretrenhumber of outstanding Performance Units that are outstanding as of the last day of such
shalpbantedpesddy 15%.

Deferred Stock Units

Non-employee directors began to receive a portion of their compensation in the form of deferred stock
(“D8his’gvwardsiant to the Incentive Plan beginning with the awards for the second quarter of 2018. Each
g e peeed@ae share of the Company’s common stock. The DSUs are immediately vested and are
dettédobaed fututes election of the individual participant. The DSUs contain dividend equivalent rights, which
pattildphat to receive distributions declared by the Company on common stock. These dividend equivalent
higbéslarer seftitibnal DSUs at the participant’s election. The DSUs do not include the right to vote the
oonerlgimgtshkres of

The following table presents information related to the DSUs outstanding during the nine months
202¢naled B&f@ember 30,

(% in thousands, except per share data)

Nine Months Ended September 30,
2020 2019
Weighted Weighted
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Average Average

Grant Date Grant Date

Shares Fair Value Shares Fair Value

Outstanding, beginning of period 43570 $ 6.56 12,434 % 7.37
Granted and vested 36,682 4.22 22,424 6.42
Issued - - - -
Outstanding, end of period 80,252 $ 5.49 34,858 $ 6.76
Compensation expense during period $ 135 $ 135
Intrinsic value, end of period $ 402 $ 200

NOTE 9. COMMITMENTS AND CONTINGENCIES

From ti_me to time, the Company may become involved in various claims andlegal actions arising in
bustheseldinanizgomset & not aware of any reported or unreported contingencies at September 30, 2020.

NOTE 10. INCOME TAXES

The Company will generally not be subject to federal income tax on its REIT taxableincome to the extent
taxdbRe ihebsHities ikidikhblders and satisfies the ongoing REIT requirements, includingmeeting certain asset,
twastepdesieckA REIT must generally distribute at least 90% of its REIT taxable income to its stockholders, of
Wish2oatBaNRERIIWithin the taxable year, in order to avoid the imposition of an excise tax. The remaining
bplaneaeedst ehetfoniatng taxable year, provided the REIT elects to treat such amount as a prior year
gislsibrdipnansemeets certain

NOTE 11. EARNINGS PER SHARE (EPS)

The Companyhad dividendeligible PerformanceUnits and Deferred Stock Units thatwere outstanding
morftHEhtherse athiéres, 2020 and2019. Thebasic and dilutedper share computationsinclude these
HAMaSted Ry ERRNGS Y there isincome availableto commonstock, as theyhave dividend participationrights.
PhergRviesiesUnits and Deferred StockUnits have no contractualobligationto share inlosses. Becausethere is
navesketpigasARdhee Units and Deferred Stock Unitsare not includedin the basicand diluted EPS
80BIRMRILDMIBBMNHIIeNBIS thoughthey are consideredparticipating securities.

The table below reconcilesthe numeratorand denominatorof EPS forthe nine andthree monthsended
2018eptember30, 2020 and

(in thousands, except per share information)

Nine Months Ended Septembérhree Months Ended
2020 30, 2019 Septgmber 30, 2019

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

Net (loss) income - Basic and diluted $ (14,351% 5,653 $ 28,076 $ (8,477)
Weighted average shares of common stock:

Shares of common stock outstanding at the balance sheet date69,296 63,058 69,296 63,058

Unvested dividend eligible share based compensation

outstanding at the balance sheet date - 58 87 -

Effect of weighting (3,282) (9,078) (2,081) (2,639)
Weighted average shares-basic and diluted 66,014 54,038 67,302 60,419
Net (loss) income per common share:

Basic and diluted $ (0.22)$ 0.10 $ 042 $ (0.14)
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Anti-dilutive incentive shares not included in calculation. 87 - - 58

NOTE 12. FAIR VALUE

The frameworkfor usingfair valueto measure assets and liabilities defines fairvalue as the price thatwould be
asséeeripatieoset®lera liability (an exit price).A fair value measure shouldreflect the assumptionsthat market
pAtisP e avsat @ Useiity, including the assumptionsabout therisk inherentin a particularvaluationtechnique, the
efiapkolaleestiisBsfan asset andthe risk of non-performance.Required disclosuresinclude stratificationof
RrlasarshasfdmaNiEdased oninputs the Company usesto derive fair value measurements. These stratifications
are:

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

[ReRA iRAtiieAKERERs andover-the-countermarkets withsufficient volume),

e Level 2 valuations,where thevaluationis based onquoted marketprices forsimilar instrumentstraded in
pAitee raridetticRIBeSImilar instrumentsin marketsthat are notactive and model-based valuation
GhMEARTISSYMYHRAR are observablein the market,and

e Level 3 valuations,where thevaluationis generatedfrom model-basedtechniquesthat use significant
BBSUMBBRNRNAE market, but observablebased on Company-specificdata. These unobservable
eHpiipe oRfestifigtes forassumptionsthat marketparticipantswould usein pricing the asset or
tiednitg\éduasienlly include optionpricing models, discounted cash flow models and similar techniques,but
0y GHlaedRcddgRABS of assetsor liabilitiesthat are notdirectly comparableto the subjectasset or liability.

The Company'sRMBS, interestrate swaps, interest rate swaptions, U.S. Treasurysecuritiesand TBA
LevEPOWHInaREMYAHE%US NG aluationscurrently aredetermined by the Companybased on independentpricing
BRyIKe FaBELar WHENPABable. Because the price estimatesmay vary, the Companymust make certain judgments
e ASHOPRARIS RO useto calculatethe fair values. The Companyand the independentpricing sourcesuse
t@émat\@g{@t@é‘terminethe price of the Company’ssecurities. These techniquesinclude observingthe most
[esanitBIakss {9 A pricingtechniques (option adjustedspread, zerovolatility spread, spreadto the U.S.
DESRSHAA RUERARSHEABAP and model drivenapproaches (the discountedcash flow method, BlackScholes and
mmw{ﬁam@v ratessuch as theterm structure of interestrates andvolatility). The appropriatespread
PESEW BiEHagkes@sHFention. The pricingsource determinesthe spreadof recently observed tradeactivity or
absetyamematkaisderbeingpriced. Thespread is thenadjusted basedon variancesin certain characteristics
BBaupRAtHIARARE assetbeing priced. Those characteristicsinclude: typeof asset, the expected lifeof the asset,
Brediahbittabeithe expectedfuture cashflows of theasset, whetherthe coupon of the assetis fixed oradjustable,
RRGYEAAMBREIBR, the coupon, the maturity, theissuer, size ofthe underlyingloans, yearin whichthe underlying
leansovesreietRRtethtein which theunderlying loans reside, credit score of the underlyingborrowersand other
TaeaBley flappRfapdaiBcurityis determinedby using the adjusted spread.

RMBS (basedon the fairvalue option),interest rate swaps, interestrate swaptions,U.S. Treasury securities
recaraed BAssecHNifESWE R curringbasis duringthe nine andthree monthsended September30, 2020 and2019.
Venen ARIgEMIBIEAY the Company considers the principal ormost advantageousmarket in whichit would
HaasMpAnEsERasIfAarket participantswould use when pricingthe asset. When possible,the Companylooks to
ArileanN bR VddiRicalassets. When identicalassets are not tradedin active markets,the Companylooks to
fopEiRiiRheRiyakle data

The followingtable presentsfinancial assets(liabilities) measured at fair valueon a recurringbasis as of
DecefiemPErANIRPIRA®RA ontracts arereported asa net positionby contracttype, and not based on master netting
arrangements.
(in
thousands)
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Quoted Prices

in Active Significant
Markets for Other Significant

Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)

September 30, 2020

Mortgage-backed securities $ - $ 3,540,367$%

Interest rate swaps - (26,636)

Interest rate swaptions - 7,827

TBA securities - (246)

December 31, 2019

Mortgage-backed securities $ - $ 3,590,921%

Interest rate swaps - (20,146)

TBA securities - (512)

I_During the nine and_ th_rge months ended September 30, 2020 and 2019, there were no transfers of
betfiB8RGE}ASSELS oF fabilities

NOTE 13. RELATED PARTY TRANSACTIONS
Management Agreement

The Company is externally managed and advised by Bimini Advisors, LLC (the “Manager”)
maRggewaehtadredrian. offie management agreement has been rerfestiedaiy @0gi2021d provides for
automatione-yeagxtension options thereafter and is subject to certain termination rights. Under the
management adefemeitthRe Manager is responsible for administering the business activities and day-
tRedey 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
Hptee mamagement

° One-twelfth of 1.25% of the Company’s month-end equity that is greater than $250 million
agddess $5@0 efillion, 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
MaRageiotRaIBpany’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 Ly EhERR annual management fee, as defined in the management agreement, before or on

iaeHasdglaenidhe term

Total expenses recorded for the management fee and costs incurred werebappndkonae$il.omillion
for the nine and three months ended September 30, 2020, resgistiveliparahdil.8million for the nine
three months ended September 30, 2019, respectively. At September 30, 2020 & December 31,
d0&%othfingearneigthpproxing@dyillion an$i0.6million, respectively.

Other Relationships with Bimini
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Robert Cauley, our Chief Executive Officer and Chairman of our Board of Directors, also serves as Chief
Chaifrx@edfMBORratasTDirectors of Bimini and owns shares of common stock of Bimini. George H. Haas, 1V,
oy Cehief hibTane@tment Officer, Secretary and a member of our Board of Directors, also serves as the Chief
friveseid itersehivt Treasurer of Bimini and owns shares of common stock of Bimini. In addition, as of
SRpERBeELFRBsBENIY, 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 be readin conjunction with the
statBRfMigland 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 and our
AUATeLb. BRNitSsa@tual results may differ materially 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”). Our investmentstrategy focuses on,
apAspts RArEACcategories of Agency RMBS: (i) traditional pass-through Agency RMBS, such as mortgage pass-
Issodahgarbliaéesiae, Freddie Mac or Ginnie Mae (the “GSESs”) and collateralized mortgage obligations (“CMOs”)
EPued B g &n9E§) structured Agency RMBS, such as interest-only securities (“lOs”), inverseinterest-only securities
6‘ﬂi&$ﬁhﬂﬂﬁly 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
é‘f@éﬁﬁiﬁ‘@'&épital between the two categories of Agency RMBS described above. We seek to 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 2RrIEI8IBfpI€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,
thecstrbitbeaiRaid the stability of the value of the combined portfolios. We believe that this strategy will enhance our
Hﬂﬁﬂ'ﬂﬁ'ﬁ@s, 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&rRR) ‘%ﬂﬂe%@oé'é”). We generally will not be subject to U.S. federal income tax to the extent that we currently
Aistbideadlieohesime (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”.
Impact of the COVID-19 Pandemic

Beginning in March 2020, the global pandemic associated with the novel coronavirus COVID-19 (“COVID-19”) and
ecoffJatRdconditions began to impact our financial position and results of operations. As a result of the economic,
ﬂﬁ?f%’ll%lﬁﬂ[kﬁéout by COVID-19, the Agency RMBS market experienced severe dislocations. This resulted in
tdlaesspiieemefeised margin calls from our repurchase agreement lenders. Further, as interest rates declined, we
faeegirmddiftorabted to our various hedge positions. In order to maintain sufficient cash and liquidity, reduce risk and
ealisfxvaarere forced to sell assets at levels significantly below their carrying values and closed several of our hedge
PEEHEPRNIBS market largely stabilized after the Federal Reserve (the “Fed”) announced on March 23, 2020 that it

WEEKEPMBSeand U.S. Treasuries in the amounts needed to support smooth market functioning. As of September
30, 2020, we had
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timely satisfied all margin calls. The following summarizes the impact COVID-19 hashad on our financial position and
eptisiehs through September 30, 2020.

e \We sold approximately $2.7 billion of RMBS during the nine months ended September 30, 2020, realizing losses
gsbamranimatal¥proximately $1.1 billion of these sales were executed on March 19th and March 20th and resulted
Hploesemalely $31.4 million. The losses sustained on these two days were a direct result of the adverse RMBS
ek ditANSOVID-19.

e \We terminated interest rate swap positions with an aggregate notional value of $1.2 billion and incurred
aRmERiM Atk $84rairket losses on the positions through the date of the respective terminations. Approximately
0 dlies eEcurred during the three months ended March 31, 2020.

e Our RMBS portfolio had a fair market value of approximately $3.5 billion as of September 30, 2020, compared to
B Echilien 26 9019. The September 30, 2020 balance represents an increase from the $3.3 billion balance as of
anaar®$2088illion balance as of March 31, 2020.

e Our outstanding balances under our repurchase agreement borrowings as of September 30, 2020 were
apRTpxHRie!%$3 BMIbRRs of December 31, 2019, $3.2 billion as of June 30, 2020, and $2.8 billion as of March

o BLrdi8bkholders’ equity was $376.7 million as of September 30, 2020, compared to $395.5 million as of
Begembsilidh 2989 June 30, 2020 and $308.1 million as of March 31, 2020.

Largely as a result of actions taken by the Fed in late March, Agency RMBS valuations have increased and the
assBiaes aHIRRsd.

Bimini Advisors, LLC (our “Manager”) has invoked its Disaster Recovery Planand its employees are working
plari@m@iel¥uRE@in the successful implementation of this plan and key operationalteam members maintain daily
BeBtUNERI A e IR urring additional material costs, nor have we identified any operational or internal control issues

felatse t0dhifmg plan.
Capital Raising Activities

On August 2, 2017, we entered into an equity distribution agreement (the “August 2017 Equity Distribution
saleRHEEMSBU NiBhEW® which we could offer and sell, from time to time, up to an aggregate amountof $125,000,000
ebatatsROEKIN transactions that were deemed to be “at the market” offerings and privately negotiated transactions.
¥rasspeciadaiphres under the August 2017 Equity Distribution Agreement for aggregate gross proceeds of $125.0
prdlib e 2@fproximately $123.1 million, net of commissions and fees, prior toits termination in July 2019.

On July 30, 2019, we entered into an underwriting agreement (the “Underwriting Agreement”)with Morgan Stanley
Citidrée® Gldbal Markets Inc. and J.P. Morgan Securities LLC, as representatives of the underwriters named therein,
tfatingdostie of 7,000,000 shares of our common stock at a price to the public of $6.55 pershare. The underwriters
BHEEBaFRAShANt to the Underwriting Agreement at a price of $6.3535 per share. The closing of the offering of
(MR B8 @frred on August 2, 2019, with net proceeds to us of approximately $44.2 million after deduction of
HRASMEERGd commissions and other estimated offering expenses.

On January 23, 2020, we entered into an equity distribution agreement (the “January 2020 Equity Distribution
threBHRREFENYIBUrsuant to which we could offer and sell, from time to time, up to an aggregate amount of
S2B0rEUNIABPE®E @$ transactions that were deemed to be “at the market” offerings and privately negotiated
HapsAGINI 7WVEI3SIRbes under the January 2020 Equity Distribution Agreement for aggregate gross proceeds of
ﬁé?&d@@% @ﬂQpproximately $19.4 million, net of commissions and fees, prior toits termination in August 2020.
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On August 4, 2020, we entered into an equity distribution agreement (the “August 2020 Equity Distribution
saleRHgems PO Withtasrwhich we may offer and sell, from time to time, up to an aggregate amount of $150,000,000
ebRIARPHONIN transactions that are deemed to be “at the market” offerings and privately negotiated transactions.
$epaeetber 30, 2020, we issued a total of 3,073,326 shares under the August 2020 Equity Distribution Agreement for

BESEEBALASSroximately $15.8 million, and net proceeds of approximately $15.6 million, net of commissions and
fees.

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
TheCRMMPME@eter, price and amount of any repurchases is determined by the Company in its discretion and is
aHBIATAIRASIRIMIBNS, stock price, applicable legal requirements and other factors. The authorization does not
fbhagiardakygsapeilylar amount of common stock and the program may be suspended or discontinued at the
WRAMAMP B CIRTEEOON February 8, 2018, the Board of Directors approved an increasein the stock repurchase
RERGIBALIY, BPABAN shares of the Company’s common stock. Coupled with the 783,757 shares remaining from the
SHaBaAIR092886n, the increased authorization brought the total authorization to 5,306,579 shares, representing 10%
ofdidany’s then outstanding share count. This stock repurchase program has no termination date.

From the inception of the stock repurchase program through September 30, 2020, the Company repurchased a
shate®hPhh. 688redhte cost of approximately $40.4 million, including commissions and fees, for a weighted average
Brar0f BuirYRAE nine months ended September 30, 2020, the Company repurchased 19,891 shares of its common
absnAgweHitnately $0.1 million, including commissions and fees, for a weighted average price of $3.42 per share.
A BRIPABRANder the repurchase program as of September 30, 2020 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 andfinancial 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

Rijanseinghe “FHFA"), the Federal Open Market Committee (the “FOMC”) and the U.S. Treasury;

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

BEREAMTBARSt AR I8PFhents.

In addition, a variety of factors relating to our business may also impact our results of operations and financial
factof9 Rl These

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 a registration exemption under the

CYRPERMACL.

Results of Operations
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Described below arethe Company’sresults of operations for the nineand three months ended September 30, 2020,
the GSnEeaMIEREHAIts of operationsfor the nineand three months ended September 30, 2019.

Net (Loss)Income Summary

Net loss forthe nine monthsended September30, 2020 was$14.4 million,or $0.22 pershare. Netincome forthe
endetirgemeniber30, 2019 was $5.7 million, or $0.10 pershare. Net income for the threemonths ended September 30,
RHRBVa388%12 pershare. Netloss for thethree monthsended September30, 2019 was$8.5 million, or $0.14 pershare.
cbAfhonents of net (loss)income forthe nine andthree monthsended September30, 2020 and 2019, alongwith the
ebalandntE@epresentedin the tablebelow:

(in thousands)

Nine Months Ended September 30, Three Months Ended, September 30,

2020 2019 Change 2020 2019 Change
Interest income $ 90,152% 104,795% (14,643% 27,223% 35,907 $ (8,684)
Interest expense (23,045) (63,644) 40,599 (2,043) (22,321) 20,278
Net interest income 67,107 41,151 25,956 25,180 13,586 11,594
(Losses) gains on RMBS and derivative contrac{g3,712) (27,848) (45,864) 5,745 (19,431) 25,176
Net portfolio (loss) income (6,605) 13,303 (19,908) 30,925 (5,845) 36,770
Expenses (7,746) (7,650) (96) (2,849) (2,632) (217)
Net (loss) income $ (14,351p 5653%  (20,004% 28,076 $ (8,477% 36,553

GAAP and Non-GAAP Reconciliations

In addition to the results presented in accordance with GAAP, our results of operations discussed below
nonv@WAP iedaitial information, including “Net Earnings Excluding Realized and Unrealized Gains and
lrassest’ EXxprmmsmfind “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
opti@ir asduecorded at estimated fair value, with changes in the fair value recorded as unrealized gains or
tossstmthnoenys of operations.

In addition, we have not designated our derivative financial instruments in hedge accounting
holdetationtshpspbotmitedging purposes. Changes in fair value of these instruments are presented in a
seprdlotpaigis statements of operations and are not included in interest expense. As such, for financial
peppasEs, interest expense and cost of funds are not impacted by the fluctuation in value of the derivative
instruments.

Presenting net earnings excluding realized and unrealized gains and losses allows management to: (i)
inteissdatedhme@etnd 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
allochtolingesicdrhadging strategies, capital allocation and asset selection are integral to our risk
tharefgeeneniticatt atetng erahagement of our portfolio. We believe that the presentation of our net earnings
axdudiregalieatizgdins is useful to investors because it provides a means of comparing our results of
opepdEsabhdlsaafot elected the same accounting treatment. Our presentation of net earnings excluding
teabzdidexhdains and losses may not be comparable to similarly-titted measures of other companies, who
ozyulskionisierand result, net earnings excluding realized and unrealized gains and losses should not be
sabstiatedaxsoar GAAP net income (loss) as a measure of our financial performance or any measure of our
(EAudity Thdeable below presents a reconciliation of our net income (loss) determined in accordance with
EdxAiRgmexatiding realized and unrealized gains and losses.
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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
September 30, 2020 $ 28,076 $ 5,745 $ 22,331% 042 $ 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
December 31, 2019 18,612 3,840 14,772 0.29 0.06 0.23
September 30, 2019 (8,477) (19,431) 10,954 (0.14) (0.32) 0.18
June 30, 2019 3,533 (7,670) 11,203 0.07 (0.15) 0.22
March 31, 2019 10,597 (747) 11,344 0.22 (0.02) 0.24
Nine Months Ended
September 30, 2020 $ (14,3518 (73,7128 59,361 $ (0.22)% (1.12)% 0.90
September 30, 2019 5,653 (27,848) 33,501 0.10 (0.52) 0.62

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

Economic Interest Expense and Economic Net Interest Income

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

We have not elected to designate our derivative holdings for hedge accounting treatment. Changes in
instraimesliseané theesseented in a separate line item in our statements of operations and not included in interest
supknke. fiancial reporting purposes, interest expense and cost of funds are not impacted by the fluctuation
aevaaeyefitstruments.

For the purpose of computing economic net interest income and ratios relating to cost of funds
inteneshsxEe AR been adjusted to reflect the realized and unrealized gains or losses on certain
theriCatimpanstusesnspecifically Eurodollar, Fed Funds and U.S. Treasury futures, and interest rate swaps
drat peaaioseach period presented. We believe that adjusting our interest expense for the periods
pressstsconytiesgaiesvative instruments would not accurately reflect our economic interest expense for
thasemp&itids.these derivative instruments may cover periods that extend into the future, not just the current
pelzebdAaryunrealized gains or losses on the instruments reflect the change in market value of the
ctsingaenh ceantstying interest rates applicable to the term covered by the instrument, not just the current
period.greseaist, we have combined the effects of the derivative financial instruments in place for the
the@atttiad ip@redtveiipense incurred on borrowings to reflect total economic interest expense for the
hppliesbéxpenisel. including the effect of derivative instruments for the period, is referred to as economic
Méezriest egénseme, when calculated to include the effect of derivative instruments for the period, is referred
reamraesbmzome. This presentation includes gains or losses on all contracts in effect during the reporting
periodrreov grémipd as well as periods in the future.

We believe that economic interest expense and economic net interest income provide meaningful
conisitematiaddiion to the respective amounts prepared in accordance with GAAP. The non-GAAP
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management to evaluate its financial position and performance without the effects of certain transactions
adpl&mARts that are not necessarily indicative of our current investment portfolio or operations. The

lovsedi peddgRinative instruments presented in our statements of operations are not necessarily

neferest nédd\expétiee tihtat we will ultimately realize. This is because as interest rates move up or down in the
baime othiesses we ultimately realize, and which will affect our total interest rate expense in future periods,
theyudiféadifredngains or losses recognized as of the reporting date.

Our presentation of the economic value of our hedging strategy has important limitations. First, other
participkats may calculate economic interest expense and economic net interest income differently than the
valguate them. Second, while we believe that the calculation of the economic value of our hedging strategy
dbeeslesips to present our financial position and performance, it may be of limited usefulness as an
ahelgfoat tolok economic value of our investment strategy should not be viewed in isolation and is not a
substdtiexfsense 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
deri@@tredaristauments, and the income statement line item, gains (losses) on derivative instruments,
aatnidéedénwith GAAP for each quarter of 2020 to date and 2019.

Gains (Losses) on Derivative Instruments
(in thousands)

U.S. Treasury Funding Hedges
Recognized in and Attributed to Attributed to
Income TBA Current Future
Statement Securities Period Periods
(GAAP) Income (Loss) (Non-GAAP) (Non-GAAP)
Three Months Ended
September 30, 2020 $ 4,079 $ 3,467 $ (6,900)% 7,512
June 30, 2020 (8,851) 1,715 (5,751) (4,815)
March 31, 2020 (82,858) (7,090) (4,900) (70,868)
December 31, 2019 10,792 (512) 3,823 7,481
September 30, 2019 (8,648) 2,479 1,244 (12,371)
June 30, 2019 (34,288) (1,684) 1,464 (34,068)
March 31, 2019 (19,032) (4,641) 2,427 (16,818)
Nine Months Ended
September 30, 2020 $ (87,630% (1,908)% (17,551% (68,171)
September 30, 2019 (61,968) (3,846) 5,135 (63,257)

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

Interest Expense on Borrowings

Gains
(Losses) on
Derivative
Instruments Net Interest Income
GAAP Attributed Economic GAAP Economic
Interest Interest to Current Interest Net Interest Net Interest
Income Expense Periotl Expens@ Income Incom@
Three Months Ended
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
December 31, 2019 37,529 20,022 3,823 16,199 17,507 21,330
September 30, 2019 35,907 22,321 1,244 21,077 13,586 14,830
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June 30, 2019 36,455 22,431 1,464 20,967 14,024 15,488

March 31, 2019 32,433 18,892 2,427 16,465 13,541 15,968
Nine Months Ended

September 30, 2020 $ 90,152 $ 23,045 $ (17,551)% 40,596 $ 67,107 $ 49,556
September 30, 2019 104,795 63,644 5,135 58,509 41,151 46,286

(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
income.

Net Interest Income

During the nine monthsended September30, 2020, we generated$67.1 millionof net interestincome, consistingof
inte 4. hooHemdm RMBS assets offsetby $23.0 millionof interestexpense onborrowings. For the comparableperiod
S@Eﬁ&nbemo, 2019, we generated $41.2 millionof net interestincome, consistingof $104.8 million ofinterest income
trsefHyB8a%aifion ofinterestexpense onborrowings. The $14.6 million decreasein interestincome wasdue to a 51
BasieRsini{theS/leld onaverage RMBS,combined witha $71.4 milliondecrease inaverage RMBS. The $40.6 million
depErRRelEOERIESH a 166bps decreasein the averagecost of funds,combined withan $88.7 milliondecrease in
BYRIG@mMEgytstanding

On an economicbasis, ourinterestexpense onborrowingsfor the nine months ended September 30, 2020 and2019
milliwAaRd@%8.5 million, respectively, resultingin $49.6 millionand $46.3 million of economic netinterest income,
respectively.

During the three monthsended September30, 2020, we generated$25.2 millionof net interestincome, consistingof
inteffielt- odHiem@m RMBS assets offsetby $2.0 millionof interestexpense onborrowings. For the threemonths ended
%P@W@%&QeratedMSﬁ millionof net interestincome, consistingof $35.9 millionof interestincome fromRMBS assets
affseioyfFrerdst expenseon borrowings. The $8.7 milliondecrease ininterest incomewas due toa 73 bps decreasein
Hiebagle MBS, combined witha $251.5 milliondecrease inaverage RMBS. The $20.3million decreasein interest
OFBASISE NERPEWEIRA the averagecost of funds, combined witha $343.7 milliondecrease inaverage outstanding
borrowings.

On an economichasis, ourinterestexpense onborrowings for the threemonths ended September 30, 2020 and
millid@1&hags $8. thillion, respectively, resultingin $18.3 millionand $14.8 million of economic netinterest income,
respectively.

The tablesbelow provideinformationon our portfolioaverage balances,interest income,yield onassets, average
expBABOVEHSHITLRIES! netinterestincome and net interestspread forthe nine monthsended September30, 2020 and
404RaneF2e2b to dateand 2019 onboth a GAAP and economicbasis.

(% in thousands)

Average Yield on Interest Expense Average Cost of Funds
RMBS Interest Average Average GAAP Economic GAAP Economic
Held) Income RMBS Borrowingis Basis Basi®) Basis Basi&)
Three Months Ended
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%
December 31, 2019 3,705,920 37,529 4.05% 3,631,042 20,022 16,199 2.21% 1.78%
September 30, 2019 3,674,087 35,907 3.91% 3,671,752 22,321 21,077 2.50% 2.36%
June 30, 2019 3,307,885 36,455 4.41% 3,098,133 22,431 20,967 2.90% 2.71%
March 31, 2019 3,051,509 32,433 4.25% 2,945,895 18,892 16,465 2.57% 2.24%
Nine Months Ended
September 30,2020 $  3,273,068% 90,152 3.67%$ 3,116,564% 23,045 $ 40,596 0.99% 1.74%
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September 30, 2019 3,344,494 104,795 4.18% 3,205,260 63,644 58,509 2.65% 2.43%

(% in thousands)

Net Interest Income Net Interest Spread

GAAP Economic GAAP  Economic

Basis Basi&) Basis Basi#)
Three Months Ended
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%
December 31, 2019 17,507 21,330 1.84% 2.27%
September 30, 2019 13,586 14,830 1.41% 1.55%
June 30, 2019 14,024 15,488 1.51% 1.70%
March 31, 2019 13,541 15,968 1.68% 2.01%
Nine Months Ended
September 30, 2020 $ 67,107 $ 49,556 2.68% 1.93%
September 30, 2019 41,151 46,286 1.53% 1.75%

(1) Portfolio yields and costs of borrowings presented in the tables above and the tables on pages 34 and 35 are calculated based
andiaye balances of the underlying investment portfolio/borrowings balances and are annualized for the periods presented.
Batkenacgs for quarterly periods are calculated using two data points, the beginning and ending balances.

(2) Economic interest expense and economic net intergateiseotae in the table above and the tables on page 31 includes 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

averrems.

(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 nine months ended September 30, 2020 and2019 was $90.2million and $104.8 million,
hadregeregyelMB%eholdingsof $3,273.1million and $3,344.5 millionfor the ninemonths ended September 30, 2020 and
Fé&skbctively. The yield onour portfoliowas 3.67%and 4.18%for the ninemonths ended September 30, 2020 and 2019,
fRERAREVRYTTI ended September30, 2020 ascompared tothe nine monthsended September30, 2019, there was a
#dére4ndlidinterest incomedue to the 51 bps decreasein the yieldon average RMBS, combinedwith the $71.4million
geerageeiMBsS.

Our interestincome forthe three months ended September 30, 2020 and2019 was $27.2million and $35.9 million,
had'8SBREVEIMBYEnoldings of $3,422.6 million and $3,674.1 millionfor the threemonths ended September 30, 2020
pepeRtiQely. The yield onour portfoliowas 3.18%and 3.91% for the threemonths ended September 30,2020 and 2019,
{RSRRAVABTNS ended September 30, 2020 ascompared tothe three months ended September 30, 2019, there wasan
#8cfdBdlOR interest incomedue to the 73 bps decreasein the yieldon average RMBS, combined withthe $251.5million
feerageetMBsS.

The table below presentsthe average portfoliosize, incomeand yields of our respectivesub-portfolios, consisting of
andstruaeE}fdBie nine months ended September 30, 2020 and 2019, and for each quarterof 2020 todate and 2019.

(% in thousands)

Average RMBS Held Interest Income Realized Yield on Average RMBS
PT Structured PT Structured PT Structured
RMBS RMBS Total RMBS RMBS Total RMBS RMBS Total
Three Months Ended
September 30, 2020$ 3,389,037$% 33,527 $ 3,422,564% 27,021 % 202 $ 27,223 3.19% 2.41% 3.18%
June 30, 2020 3,088,603 38,176  3,126,779% 27,004 254 27,258 3.50% 2.67% 3.49%
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March 31, 2020 3,207,467 62,392 3,269,859 35,286 385 35,671 4.40% 2.47% 4.36%
December 31, 2019 3,611,461 94,459 3,705,920 36,600 929 37,529 4.05% 3.93% 4.05%
September 30, 2019 3,558,075 116,012 3,674,087 36,332 (425) 35,907 4.08% 1.47% 3.91%
June 30, 2019 3,181,976 125,909 3,307,885 34,992 1,463 36,455 4.40% 4.65% 4.41%
March 31, 2019 2,919,415 132,094 3,051,509 30,328 2,105 32,433 4.16% 6.37% 4.25%
Nine Months Ended

September 30, 2020$ 3,228,369% 44,699$% 3,273,068% 89,311% 841 $ 90,152 3.69% 251% 3.67%
September 30, 2019 3,219,822 124,672 3,344,494 101,652 3,143 104,795 4.21% 3.36% 4.18%

Interest Expense and the Cost of Funds

We had averageoutstandingborrowings of $3,116.6 millionand $3,205.3million andtotal interestexpense of$23.0
milliglepRRthHeS Bonthsended September30, 2020 and 2019, respectively. Our average cost of fundswas 0.99% for
tiRietherBkiBer30, 2020, compared to2.65% forthe comparable period in 2019. The $40.6 million decreasein
tierestRERSBSEPYAfecreasein the averagecost of funds,combined withan $88.7 milliondecreasein average
autfigneveiperrmvhESended September30, 2020 ascompared tothe nine monthsended September30, 2019.

Our economicinterest expensewas $40.6 million and $58.5 millionfor the nine months ended September 30, 2020
respBtiRBAL Therewas a 69 bpsdecrease inthe average economic costof funds to 1.74% forthe nine monthsended
SEPtRIMABA3% forthe nine monthsended September30, 2019.

We had average outstanding borrowings of $3,228.0 million and $3,571.8 millionand totalinterestexpense of $2.0
milliglepRectifee honths ended September 30, 2020 and 2019, respectively. Ouraverage costof funds was0.25%
aishie08ndettBgfember 30, 2020 and 2019, respectively. There wasa 225 bpsdecrease inthe average cost of funds
anfichiRdtdasein average outstanding borrowings during thethree monthsended September30, 2020, compared to
Hiriduesapriiter30, 2019.

Our economicinterest expensewas $8.9 millionand $21.1 million forthe three months ended September 30, 2020
respBtiRBAL Therewas a 125bps decreasein the averageeconomic costof funds to1.11% for the threemonths ended
2eptefithrn38B% forthe three months ended September 30, 2019.

Since all ofour repurchaseagreementsare short-term,changes in market ratesdirectly affectour interestexpense.
of fUPdERYEIAag8t688h a GAAP basis was 8bps above theaverage one-monthLIBOR and 10 bps belowthe average six-
fﬁ@'ﬁhéﬂﬁ%&rd September30, 2020. Our average economic costof funds was94 bps abovethe average one-month
bp3QBARAtAR average six-monthLIBOR forthe quarterended September30, 2020. The averageterm to maturityof the
papisiendis®agreementsincreasedto 60 daysat September30, 2020 from25 days atDecember 31,2019.

The tablesbelow presentthe averagebalance ofborrowings outstanding,interest expenseand average cost of
onetUIHPRAAYRIASth LIBOR ratesfor the ninemonths ended September 30, 2020 and 2019, and for each quarterin
2020 tadetrrRNGAAP andeconomic basis.

(% in thousands)

Average Interest Expense Average Cost of Funds
Balance of GAAP Economic GAAP Economic
Borrowings Basis Basis Basis Basis
Three Months Ended
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%
December 31, 2019 3,631,042 20,022 16,199 2.21% 1.78%
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September 30, 2019 3,571,752 22,321 21,077 2.50% 2.36%
June 30, 2019 3,098,133 22,431 20,967 2.90% 2.71%
March 31, 2019 2,945,895 18,892 16,465 2.57% 2.24%
Nine Months Ended

September 30, 2020 $ 3,116,564% 23,045 $ 40,596 0.99% 1.74%
September 30, 2019 3,205,260 63,644 58,509 2.65% 2.43%

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

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%
December 31, 2019 1.90% 1.98% 0.31% 0.23% (0.12)% (0.20)%
September 30, 2019 2.22% 2.18% 0.28% 0.32% 0.14% 0.18%
June 30, 2019 2.45% 2.49% 0.45% 0.41% 0.26% 0.22%
March 31, 2019 2.51% 2.77% 0.06% (0.20)% (0.27)% (0.53)%
Nine Months Ended

September 30, 2020 0.68% 0.83% 0.31% 0.16% 1.06% 0.91%
September 30, 2019 2.39% 2.48% 0.26% 0.17% 0.04% (0.05)%

Gains or Losses

The table below presentsour gains or losses forthe nine andthree monthsended September30, 2020 and2019.

(in thousands)

Nine Months Ended September 30, Three Months Ended September 30,

2020 2019 Change 2020 2019 Change
Realized (losses) gains on sales of RMBS (24,522% (5,135% (19,387% 498 $ (5,491% 5,989
Unrealized gains (losses) on RMBS 38,440 39,255 (815) 1,168 (5,292) 6,460
Total gains (losses) on RMBS 13,918 34,120 (20,202) 1,666 (10,783) 12,449
Losses on interest rate futures (13,161) (20,421) 7,260 (119) (893) 774
(Losses) gains on interest rate swaps (67,713) (36,322) (31,391) 489 (9,918) 10,407
(Losses) gains on payer swaptions (4,848) (1,379) (3,469) 242 (316) 558
(Losses) gains on TBA securities (1,813) (3,846) 2,033 3,431 2,479 952
(Losses) gains on U.S. Treasury securities - (95) - (95) 36 - 36
$J6€HF(IosseS) gains from derivative instrument$87,630) (61,968) (25,662) 4,079 (8,648) 12,727

We invest inRMBS withthe intentto earn netincome fromthe realizedyield on thoseassets overtheir related
cosfsnalifethanebiareingrpose of making shortterm gainsfrom sales. However, we havesold, and maycontinue tosell,
BlslinG ReRRISERts, whichour managementbelieves mighthave higherrisk-adjustedreturns inlight of currentor
flisigpiRA YRRk TiBiegrams or general economicconditionsor to manage our balance sheet as partof our
aFaesliRbbity g RRgamethonthsended September30, 2020 and 2019, we receivedproceeds of$2,692.2 millionand
#dsBéBiLEligdmthe sales of RMBS. Most of thesesales duringthe nine monthsended September30, 2020 occurred
HeriRg MaReCAED as we sold assetsin order tomaintain sufficientcash and liquidityand reduce risk associatedwith the
BratgHitwpMitby COVID-19.During thethree monthsended September30, 2020 and 2019, we receivedproceeds of
$668.3 millisAaedpectively, fromthe sales of RMBS.

Realized an_d_unrealized gains andlosses on RMBSare drivenin part by changes inyields andinterest rates,which
of tidfeetigtREESur portfolio. Gains and losseson interestrate futurescontracts areaffected by changes inimplied

fRenistialag sktitlle table below presentshistoricalinterestrate datafor each quarterend during 2020 to dateand 2019.
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5 Year 10 Year 15 Year 30 Year Three

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

Raté) Raté) Mortgage R&te Mortgage Réte LIBOR)

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%
December 31, 2019 1.69% 1.92% 3.18% 3.72% 1.91%
September 30, 2019 1.55% 1.68% 3.12% 3.61% 2.13%
June 30, 2019 1.76% 2.00% 3.24% 3.80% 2.40%
March 31, 2019 2.24% 2.41% 3.72% 4.27% 2.61%

(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
For the nineand three monthsended September30, 2020, the Company’s total operating expenseswere
$7. appitbeimaaie$2.8 million, respectively, comparedto approximately$7.7 millionand $2.6 million,

srspduteeiyoitthderded September30, 2019. The table belowpresents a breakdownof operating expenses
toréeemomerawhded September30, 2020 and 2019.

(in thousands)

Nine Months Ended September 30,Three Months Ended September 30,

2020 2019 Change 2020 2019 Change
Management fees $ 3,897 % 4,051 % (154)% 1,252 % 1,440 $ (188)
Overhead allocation 1,072 1,001 71 377 351 26
Accrued incentive compensation (117) (53) (64) 158 173 (15)
Directors fees and liability insurance 750 750 - 242 260 (18)
Audit, legal and other professional fees 841 886 (45) 240 221 19
Direct REIT operating expenses 852 790 62 406 130 276
Other administrative 451 225 226 174 57 117
Total expenses $ 7,746 $ 7,650 $ 9 $ 2849% 2,632% 217

We are externally managed and advised by Bimini Advisors, LLC (the “Manager”) pursuantto the terms of a
agréeaf@gemedimanagement agreement has been renewed through February 20,2021 and provides for automatic
BPEOYRANXERMEPAING 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

FRaABESIEMOr8lY) the amount of:

One-twelfth of 1.5% of the first $250 million of the Company’s month end equity, as defined in the
DABFARME G ROBHPSRthe Company’s month end equity that is greater than $250 millionand less than or
RAKBh a0

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 expenses incurred on its behalf and to pay the
CorMRIMEEptbaata portion of certain overhead costs set forth in the management agreement. Should the Company
Fﬁﬂﬁﬂ'ﬁﬁ%m agreement without cause, it will pay the Manager a termination fee equal to three times the average
fEu MAMRIEMent management agreement, before or on the last day of the term ofthe agreement.
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The following table summarizes the management fee and overhead allocation expensesfor each quarter in 2020
201t date and

(% in thousands)

Average Average Advisory Services

Orchid Orchid Management  Overhead
Three Months Ended MBS Equity Fee Allocation Total
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
December 31, 2019 3,705,920 414,018 1,477 379 1,856
September 30, 2019 3,674,087 394,788 1,440 351 1,791
June 30, 2019 3,307,885 363,961 1,326 327 1,653
March 31, 2019 3,051,509 363,204 1,285 323 1,608
Nine Months Ended
September 30, 2020 $ 3,273,068% 368,785 $ 3,897 $ 1,072 $ 4,969
September 30, 2019 3,344,494 373,984 4,051 1,001 5,052

Financial Condition:
Mortgage-Backed Securities

As of September30, 2020, our RMBS portfolioconsisted of$3,540.4 millionof Agency RMBSat fair valueand had a
avel#@i8ieGhonon assets 0f3.62%. During the nine monthsended September30, 2020, we received principal
Fﬁﬂ]ﬂ%ﬂtﬁﬂ‘?ﬁﬁr&%@%g.S million forthe nine monthsended September30, 2019. The average prepaymentspeeds for
BHiBHasEsRember30, 2020 and 2019 were 17.0% and 16.4%, respectively.

The followingtable presentsthe 3-month constantprepaymentrate (“CPR”)experienced onour structured
subaparfdliedviidSan annualizedbasis, forthe quarterly periods presented.CPR is a method of expressingthe
paepymaemibrigage pool that assumesthat a constantfraction ofthe remaining principal is prepaid each month
Spyedically, the CPR in the chartbelow representsthe three month prepayment rate of the securitiesin the
cedpgotivedssets thatwere not ownedfor the entirequarter have been excludedfrom the calculation. The
exskisidodhgeraiods of hightrading activitycan create avery high, and often volatile,reliance ona small
ksmple of underlying

Structured

PT RMBS RMBS Total
Three Months Ended Portfolio (%) Portfolio (%) Portfolio (%)
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
December 31, 2019 14.3 23.4 16.0
September 30, 2019 15.5 19.3 16.4
June 30, 2019 10.9 12.7 11.4
March 31, 2019 9.5 8.4 9.2

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

andIssiember39, 2029:

(% in thousands)

Weighted
Percentage Average
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of Weighted Maturity

Fair Entire Average in Longest
Asset Category Value Portfolio Coupon Months Maturity
September 30, 2020
Adjustable Rate RMBS $ 960 0.0% 3.64% 167 1-Sep-35
Fixed Rate RMBS 3,357,501 94.8% 3.57% 339 1-Sep-50
Fixed Rate CMOs 151,110 4.3% 4.00% 316 15-Dec-42
Total Mortgage-backed Pass-through 3,509,571 99.1% 3.59% 338 1-Sep-50
Interest-Only Securities 30,796 0.9% 4.00% 270  25-Jul-48
Total Structured RMBS 30,796 0.9% 4.00% 270  25-Jul-48
Total Mortgage Assets $ 3,540,367 100.0% 3.62% 332 1-Sep-50
December 31, 2019
Adjustable Rate RMBS $ 1,014 0.0% 4.51% 176 1-Sep-35
Fixed Rate RMBS 3,206,013 89.3% 3.90% 342 1-Dec-49
Fixed Rate CMOs 299,205 8.3% 4.20% 331 15-Oct-44
Total Mortgage-backed Pass-through 3,506,232 97.6% 3.92% 341 1-Dec-49
Interest-Only Securities 60,986 1.7% 3.99% 280  25-Jul-48
Inverse Interest-Only Securities 23,703 0.7% 3.34% 285 15-Jul-47
Total Structured RMBS 84,689 2.4% 3.79% 281 25-Jul-48
Total Mortgage Assets $ 3,590,921 100.0% 3.90% 331 1-Dec-49
(% in thousands)
September 30, 2020 December 31, 2019
Percentage of Percentage of
Agency Fair Value Entire Portfolio Fair Value Entire Portfolio
Fannie Mae $ 2,151,928 60.8%$ 2,170,668 60.4%
Freddie Mac 1,388,439 39.2% 1,420,253 39.6%
Total Portfolio $ 3,540,367 100.0%$ 3,590,921 100.0%

September 30, 2020 December 31, 2019

Weighted Average Pass-through Purchase Price $ 107.30 % 105.16
Weighted Average Structured Purchase Price $ 20.14 $ 18.15
Weighted Average Pass-through Current Price $ 110.14 $ 106.26
Weighted Average Structured Current Price $ 10.26 $ 13.85
Effective Duratiéh 1.790 2.780

(1) Effective duration is the approximate percentage change in price for a 100 bps change in rates. An effective duration of 1.790
intieasesdhaindfease of 1.0% would be expected to cause a 1.790% decrease in the value of the RMBS in the Company’s
mvespranbepsln|zn20. An effective duration of 2.780 indicates that an interest rate increase of 1.0% would be expected to
gedrsa8indA%value of the RMBS in the Company’s investment portfolio at December 31, 2019. These figures include the
FrHdyerisRE UBLiE80 not include the effect of the Company’s funding cost hedges. Effective duration quotes for individual
oesieeMsarehe Yield Book, Inc.

The followingtable presentsa summary of portfolioassets acquired during the nine months ended
andsapténibeudh@@20uritiespurchased duringthe periodthat settled after the end of the period, if any.

(% in thousands)

2020 2019
Weighted Weighted
Average Average Average Average
Total Cost Price Yield Total Cost Price Yield
Pass-through RMBS $ 3,012,072% 107.22 1.67% $ 3,083,929% 104.77 3.06%
Structured RMBS - - - 12,265 18.06 7.82%

37



Borrowings

As of September30, 2020, we had establishedborrowingfacilitiesin the repurchaseagreementmarket witha
banR¥BREORhePHMASERRInstitutionsand had borrowingsin place with 19 of these counterparties. None of theselenders
e dhlagrthvithese borrowings are secured by the Company’sRMBS and cash, and bearinterestat prevailingmarket
tIessIAlsliBRBEYEpurchase agreementborrowing facilities provide borrowingcapacity inexcess ofour needs.

As of September30, 2020, we had obligationsoutstanding under the repurchase agreements of approximately
net f@didBied AUBIRR¥IBbAowingcost of 0.24%. The remaining maturity of our outstandingrepurchase agreement
eRbogdioRekANdft BOightedaverage remainingmaturity of60 days. Securing the repurchase agreementobligations
80, F BEPERBWMBS withan estimatedfair value, including accruedinterest, of approximately$3,426.3 millionand a
WeIRMSIRRI89onths, and cash pledgedto counterpartiesof approximately$24.8 million. Through October30, 2020,
wisidheyenb@fainour repurchasefaciliieswith comparableterms tothose thatexisted at September 30, 2020 with
mRtpges through May

The table below presents information about our period end, maximum and average balances of borrowings for
2026360auaEAlIR019.

(% 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
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)%
December 31, 2019 3,448,106 3,986,919 3,631,042 (182,936) (5.04)%
September 30, 2019 3,813,977 3,847,417 3,571,752 242,225 6.78%
June 30, 2019 3,329,527 3,730,460 3,098,133 231,394 7.47%
March 31, 2019 2,866,738 3,022,771 2,945,895 (79,157) (2.69)%

(1) The lower ending balance relative to the average balance during the quarter ended March 31, 2020 reflects the disposal of
BVIBSraladandésto maintain cash and liquidity in response to the dislocations in the financial and mortgage markets resulting

Hoomdmeic 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
fun®B\RAFHEAANEHll margincalls and pay dividends. Our principalimmediate sourcesof liquidityinclude cashbalances,
HE8BEUAMRIBF owings under repurchaseagreements. Our borrowingcapacity willvary over timeas the marketvalue of
BHFitRy@Slsetsvaries. Our balance sheet also generates liquidity on an on-goingbasis throughpayments of principal
PIHIVE @SHOERMBS portfolio. Despite the dislocationsin the financialand mortgage markets andthe economicimpacts
@N}IDQfg?managementbelieves thatwe currentlyhave sufficientliquidity and capital resourcesavailable for(a) the
agattistign®lestments consistentwith the sizeand nature of our existingRMBS portfolio, (b) the repaymentson
payipwhasanddendieothe extentrequired forour continuedqualificationas a REIT. We may also generate liquidity
Henmhbraedms BYdebt securitiesin public offeringsor private placements.

Because ourPT RMBS portfolioconsists entirelyof governmentand agency securities, we do notanticipate having

con@gﬂ%’éﬁﬂur assetsto cash shouldour liquidityneeds everexceed ourimmediately available sources ofcash. Our

structuredRMBS
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portfolioalso consistsentirely ofgovernmentalagency securities,although theytypically do not tradewith comparablebid
paskReEsads@tever, we anticipatethat we wouldbe able toliquidate suchsecuritiesreadily, even indistressed markets,
WH“LH’HSHQ@I?do so at pricesbelow wheresuch securitiescould be soldin a more stable market. To enhance our liquidity
N pledRraortion of our structuredRMBS as partof a repurchaseagreementfunding, butretain thecash in lieuof
asgutENGREHEIRAYwe can, ata modest cost, retain higherlevels of cash on handand decreasethe likelinoodwe will
haystie seddnsei&Nin orderto raise cash.

Our strategyfor hedgingour funding costs typicallyinvolves takingshort positionsin interestrate futures,treasury
swalbsUiRfeRIess Ii@ptions or other instruments.When the marketcauses these shortpositionsto declinein value we
piedentdrgii@alls with cash. This can reduceour liquidity positionto the extentother securitiesin our portfoliomove in
Higa R YR VeRive enough cashvia margin calls to offsetthe derivativerelated margincalls. Ifthis wereto occur in
AdleiRO8e, the loss ofliquidity mightforce us toreduce the size of thelevered portfolio, pledge additionalstructured
AAsYLIbeSiskGeRating the portfoliowith less liquidity.

Our masterrepurchase agreementshave no statedexpiration, but can beterminated at any time at our optionor at
couHteqrRiigN AbREver, once a definitiverepurchase agreementunder a masterrepurchase agreementhas been
RiHG RSO RRElYy eitherparty. A negotiatedterminationcan occur, butmay involve a fee tobe paid bythe party
880HiNatéahe repurchaseagreementtransaction, as it did duringthe three months ended March 31, 2020.

Under ourrepurchase agreement fundingarrangements,we are requiredto post marginat the initiationof the
poshaipiegehbstiaaigircut, which is apercentage of the marketvalue of the collateral pledged. To the extent the
H@é@éﬁﬂﬁt@r‘&iiﬁ?ﬁgthe financingtransaction declines, the market value of our posted margin willbe insufficientand we
posbadesidrriéollateral. Conversely, ifthe marketvalue of theasset pledgedincreases invalue, wewould be over
GRllaterizedaadiyBave excessmargin returnedto us by the counterparty. Our lenderstypically value our pledged
§ﬂ§UP@Qﬁé‘§EDé&Pjacy ofour marginand make margincalls as needed,as do we. Typically, but not always,the parties
S EIRMBIMETBr margin callsso as to avoidthe need fornuisance margincallsQur austeapisrchase agreements
do not specifythe haircut;rather haircutsare determinedon an individualrepurchase transactionbasis. Throughoutthe
@H&W@@B@mber%, 2020, haircuts onour pledged collateralremained stableand as of September30, 2020, our
Waldhiesayap#eximately 4.9% of thevalue of ourcollateral.

As discussed earlier, we investa portionof our capitalin structured Agency RMBS. We generallydo not apply
of ol@ve6rEe!i® tisepeiidage inherent in structured securities replaces theleverage obtainedby acquiring PT securities
ﬁf‘ﬂw@‘ﬂéﬁﬂ%ﬁﬁ%market. This structuredRMBS strategyhas been acore elementof the Company’soverall investment
FERieEYSiPRRvever, we haveand may continueto pledge a portion of our structuredRMBS in orderto raise ourcash
{eetpbpleageeiake securitiesin order toacquire additionalassets.

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

(in thousands)

Obligations Maturing
Within One One to Three Three to Five More than

Year Years Years Five Years Total
Repurchase agreements $ 3,281,303 $ - $ - 8 - $ 3,281,303
Interest expense on repurchase agréBments 2,062 - - - 2,062
Totals $ 3,283,365 $ - % -3 - % 3,283,365

(1) Interest expenseon repurchase agreements isbased on currentinterest ratesas of September30, 2020 andthe remainingterm

ekisnbphiliiasdate.

39



In future periods, we expect to continueto finance our activitiesin a mannerthat is consistentwith our current
rep QREERIDAGIEERMERS. As of September30, 2020, we had cashand cash equivalentsof $199.8 million. We generated
$298 BOMBRn from principaland interestpayments onour RMBS and had averagerepurchase agreements outstanding
alifRgl#fedimdliaBnths ended September30, 2020.

Stockholders’ Equity

On August 2, 2017, we entered into an equity distribution agreement (the “August 2017 Equity Distribution
saleRHEEMSBU NiBhEW® which we could offer and sell, from time to time, up to an aggregate amountof $125,000,000
ebatatsROEKIN transactions that were deemed to be “at the market” offerings and privately negotiated transactions.
¥fa s398thadaiphres under the August 2017 Equity Distribution Agreement foraggregate gross proceeds of $125.0
prdinRNeF @¥proximately $123.1 million, net of commissions and fees, prior toits termination in July 2019.

On July 30, 2019, we entered into an underwriting agreement (the “Underwriting Agreement”)with Morgan Stanley
Citirée® Gldbal Markets Inc. and J.P. Morgan Securities LLC, as representatives of the underwriters named therein,
tatatiaadosHle of 7,000,000 shares of our common stock at a price to the public of $6.55 pershare. The underwriters
BHEFBaSRF4DENt to the Underwriting Agreement at a price of $6.3535 per share. The closing of the offering of
CHNMBRG IR B8 @frred on August 2, 2019, with net proceeds to us of approximately $44.2 million after deduction of
HRESMEERGd commissions and other estimated offering expenses.

On January 23, 2020, we entered into an equity distribution agreement (the “January 2020 Equity Distribution
threBHRREFENYIBUrsuant to which we could offer and sell, from time to time, up to an aggregate amount of
$260rEUNIABPEEE @S transactions that were deemed to be “at the market” offerings and privately negotiated
HapgAGINI 7YVEI3SIRdes under the January 2020 Equity Distribution Agreement for aggregate gross proceeds of
ﬁé?&d@@% é‘ﬂQpproximately $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 YilthfaBwhich we may offer and sell, from time to time, up to an aggregate amount of $150,000,000
ebataRsROENIN transactions that are deemed to be “at the market” offerings and privately negotiated transactions.
§l§[ﬁé%er 30, 2020, we issued a total of 3,073,326 shares under the August 2020 Equity Distribution Agreement for
?ﬂﬂf@éé@cﬂ@ﬁﬁroximately $15.8 million, and net proceeds of approximately $15.6 million, net of commissions and
ees.

Outlook
Economic Summary

The COVID-19coronavirusthat emerged inChina in late2019 and spreadto the U.S. during the first
contjuadsrtob2Be drivingforce behind economic activityboth in the U.S.and abroad. As reportedin our
secningguelteise, cases of COVID-19were startingto surge in the U.S. startingin mid-June. This surge lasted
itgdsty padicularlyin the southand warmer states. By late summerthe surge subsidedand economic
aptavidenogldynnedt measuresof economic activity. As the weatherturns colderin the falland people spend
mdoataneases could start to increaseagain. This appearsto be happeningas we enterthe fourth quarter,
espibeiailgtates across the U.S. and Europe. To date governments have not respondedwith such drastic
et asders like we saw inthe spring. In contrastwith the springand summer, hospitalizationsand
appeas twabeoccurring lessfrequently, and the medicalcommunity appears more adept at dealingwith the
more severe cases.

The economicrecovery fromthe severe contractionthat occurredin the springcontinues. However, the “v”
of trehapealvdayare over, at leaston a broad basis. Growth isvery unevenwith certain sectors approaching
lesekeehdwtidty the onset ofthe pandemic, while othersremain farshort of suchlevels. A few sectorshave

surpassed pre-
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pandemic levels— importantly housing amongthem, as wellas retail sales. However, the leisureand
herppitality fedbovgpre-pandemicactivity levelsand are notexpected to fullyrecover inthe near term. The
oobstanmattesfdheryis a labor market thatstill has along way togo to get backto February 2020 levels, as the
tatern@syamittedat 7.9% inearly October. While progresstowards findinga vaccine continues,with many
efinsisishaleryromise, widespreadaccess to aviable vaccine appears to be months away. Progress hasalso
tectrentidentand testing side of the pandemic, especially with respectto the latter. The lower deathand
hesplializatsuoltatbthe former.

Legislative Response andthe Federal Reserve

Congress passedthe CARES Act(described below) quicklyin responseto the pandemic’'semergence this
follepadgrathdidditional legislationover the ensuingmonths. However, as certainprovisions ofthe CARES Act
bavk expirgilementalunemploymentinsurance atthe end of July, there appears tobe a need foradditional
sttondusydotbeal with the unevenrecovery andstill highlevel of unemployment. However, the governmenthas
besrharablrementon additionalmeasures. Itappears the politiciansin Washington andthe national media
tire fresrbwhtial election onNovember 3rdand a compromise on additional stimulus may have to waituntil after
timetie TdibdFbdnd has provided,and continuesto provide, as much supportto the marketsand the economyas
thearowdtinaints of its mandate. During the third quarter of 2020, the Fed unveileda new monetary policy
tkonether KddFunitls rate toremain quite low, even if inflationis expectedto temporarily surpass the 2% target
teedr&dirthi€iook past the presence of verytight labor markets, shouldthey be presentat the time. This marksa
figmifibaitstit policy framework, which was focused on the unemploymentrate as a keyindicator ofimpending
mdhtmemce tothis policy could steepenthe U.S. Treasurycurve as shortterm rates couldremain lowfor a
bah degeaitemeraids couldrise given the Fed’s intention tolet inflation potentially run above 2%in the futureas
theredolipnegovers.

Interest Rates

Interest ratesremained ina tight range throughout the third quarterof 2020 and seemlikely to doso for the
meghontterm, especially giventhe change tothe Fed’s monetary policy framework. With realized levels of
volatility isvalsapkedliow by historicalnorms. Mortgage rates continue to slowlydecline, however, as
oapatity erslimaly balddle everincreasing levels of productionvolume. The spread betweenrates availableto
tarrowdiesdyidld on a currentcoupon mortgage, known asthe Primary/Secondaryspread, has continuedto
sprepreissilifebove long-termaverage levelsso further compressionis possible, meaning eitherrates
asaila@naio Abooventdevels shouldU.S. Treasuryrates increase, or they couldmove lowerif U.S. Treasury
stdderemadither case, prepaymentlevels on RMBS securities are likelyto remain highfor the foreseeable
future.

The Agency RMBS Market

The Agency RMBS market continuesto be essentiallybifurcated withtwo separate and distinctsub-
coupankidtedltateenortgages, coupons of 1.5% through 2.5%, are, or willbe soon in the case of 1.5% coupons,
thedlyoousbéses by the Fed. Fed purchase activity maintainssubstantial price pressure under these coupons,
andthdydotimeBA dollar rolldrops. Higher couponsin the TBA marketdo not have the benefit of Fed
pacrhadespantintgehe Fed tendsto take the worstperforming collateral outof the market. The absence of
Frechpsintieasesketis left toabsorb very high prepaymentspeeds on these securities. For these coupons,
speciiigh peotsactand trade atvery high premiums. These premiumscontinue to riseas prepaymentactivity
sdevaitesivenyl is likelyto do so forsome time. This dynamic has existed since Marchand is likelyto continue.

Recent Legislativeand Regulatory Developments

The Fed conductedlarge scale overnight repo operations from late 2019 until July 2020 to address
Tredmptiagerinytiieht. 8nd Agency MBS financingmarkets. These operations ceasedin July 2020 after the
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successfullytamed 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-
On BypalageMarch 15,2020, the Fedannounced a$700 billionasset purchase program to provideliquidity to
Tredssy and Agency MBS markets. Specifically, the Fedannounced thatit would purchaseat least $500
Diidanwfés @nd at least $200billion of Agency MBS. The Fed alsolowered the Fed Funds rateto a range of
aftdrhaliadebready loweredthe Fed Fundsrate by 50 bps on March 3, 2020. On June 30, 2020, Fed
ainaduneedPexygtationsto maintaininterest ratesat this leveluntil the Fedis confidentthat the economyhas
reeatieegdnts and is on trackto achieve maximumemployment and price stabilitygoals. On September16,
200y Market€mhmittee (“FOMC”) reaffirmedthis commitment,as well asan intentionto allow inflationto
almventiosiegdly target and maintain thatlevel for aperiod sufficientfor inflationto average 2%long term.

In responseto the deteriorationin the marketsfor U.S. Treasuries, Agency MBS and othermortgage and
maificetd asionestors liquidatedinvestmentsin response to the economiccrisis resultingfrom the actionsto
ountaiizartie impacts ofthe COVID-19 pandemic, onthe morning of Monday, March 23,2020, the Fed
anaogoted hPrograsuries and Agency MBS in the amountsneeded to supportsmooth marketfunctioning.
jitbrthsss, marketconditions improvedsubstantially, and inearly April,the Fed beganto graduallyreduce the
paceaEsbesOn June 30, 2020, Chairman Powellalso announcedthe Fed’s intentionto increaseits holdings of
SkBuritiessimy Agency MBS over the comingmonths, at leastat the currentpace, to sustainsmooth market
thactiopfogterdhe effective transmission of monetary policy to broaderfinancial conditions.On September 16,
aef0rrirescR@IBICOMmMitment. Since March, the Fed has takenvarious other steps to supportcertain otherfixed
tocsupeorarketsgage servicers andto implementvarious portionsof the CoronavirusAid, Relief,and Economic
BEARBS") Act.

Congress and President Trump have adopted several piecesof legislationin responseto the public health
impactseesntimgfrom the COVID-19pandemic. Thefirst two piecesof legislationprovided, amongother
foimgiagetoelgesiop a vaccine for COVID-19, medical supplies, grants for publichealth agencies, small business
Ismstance forhealth systemsin other countries,expanded coronavirustesting, paidleave, enhanced
umsemgplognexandedfood securityinitiatives and increased federal Medicaidfunding.

The CARES Actwas passed by Congress and signed intolaw by PresidentTrump on March 27, 2020. The
progéédasakotforms of directsupport to individualsand small businessesin order to stem the steepdecline in
activioyniThis over $2trillion COVID-19relief bill, among other things, provided for direct paymentsto each
Aperig@h Medmgear, increased unemploymentbenefits forup to four months (on top of state benefits), funding
entdsgattsproviders,loans and investmentsto businesses, states and municipalitiesand grants tothe airline
it L300 Prédiént Trump signed an additional funding billinto law thatprovides an additional $484 billion of
fodividgiads, small businesses, hospitals, healthcare providersand additional coronavirustesting efforts.
WariQUueRESVARIObs@dn to expirein July 2020, including amoratorium on evictions (July 25, 2020), expanded
banefittofdabr81, 2020), anda moratoriumon foreclosures (August 31, 2020). Additional legislativerelief
Eiforgsasalleohdhexpectations for a compromise prior to the 2020 electionare low. On August8, 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
takgporeaibyinedttoesidential evictions and foreclosures, including throughtemporary financialassistance. On
SepoenhizeCDCissued guidance extending evictionmoratoriumsfor covered personsthrough the endof 2020.

In January 2019,the Trump administrationmade statementsof its plansto work with Congress to overhaul
andFarsildigiac and expectationsto announce aframework for the developmentof a policy for
toanmehefsivesioousi@yn September30, 2019, the FHFA announced thatFannie Mae and Freddie Mac were
altreasdcheir capital buffersto $25 billionand $20 billion, respectively, fromthe prior limitof $3 billioneach.
Uhisstiegy deattito Fannie Mae and Freddie Mac being privatizedand representsthe firstconcrete stepon the
refattn. @BEJune 30, 2020,the FHFA released a proposed ruleon a new regulatoryframeworkfor the GSEs
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implement botha risk-based capital frameworkand minimum leverage capital requirements.On September 25,
EOoRdiad StabilityOversight Councilreleased a statementon the proposedrule cautioningthat, in its opinion,
teguoneiiarsk were too lowrelative to othercredit providersand would maintaina significantconcentration of
Askhistim&§8Baever, no decisionshave been made on any additionalsteps to be takenas part of the GSE
teéosvgiamarichpact of COVID-19may delay GSE reform plans further. Although the Trump administrationhas
gtatdements ofits intentionsto reform housingfinance andtax policy, many ofthese potential policy changeswill
oeqgjressional action.

In 2017, policymakersannounced thatLIBOR willbe replaced by December 31,2021. The directivewas
factsihatrbdblysthee uncomfortable contributingto the LIBOR panel given the shortage of underlying
tassaetiosotwichatality associated with submitting an unfounded level. LIBOR will be replacedwith a new
B&yerR, anridtS. repo trading. The new benchmarkrate will be based on overnightTreasury General Collateral
refgattsgphecess willbe managed and published bythe Fed andthe Treasury’s Office of Financial
Belfmgrchahtampidake four to five years to completethe transitionto SOFR, despitethe 2021 deadline.We
aiiflermaiice thithis new rate carefully asit will likelybecome the newbenchmark forhedges and arange of
inteysisheies.

Effective Januaryl1, 2021, Fannie Mae, in alignmentwith Freddie Mac, willextend the timeframefor its
buydelimmliepttmaBingle-Family Uniform Mortgage-BackedSecurities (UMBS) and Mortgage-BackedSecurities
{MB Shieecutivelymissed monthly payments to twenty-four consecutively missed monthly payments (i.e., 24
tha)thiBhiasew timeframe will apply to outstanding single-family pools and newlyissued single-familypools and
veiflficsebevhen January 2021 factors are released onthe fourth business dayin February 2021.

For Agency RMBSinvestors, whena delinquentloan is boughtout of a pool of mortgage loans, the
frometine el ofithihdosame as a total prepaymentof the loan. The respective GSEs currently anticipate,
Helireyezntiatins will be repurchasedin most casesbefore the 24-monthdeadline underone of the exceptions
Estedigtielosvinclude:

« 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 applicableselling and servicing requirements;

« a loan enteringa permanentmodification, which generallyrequires itto be removed from the MBS. During
modifigation trial period, the loan willremain in the MBS until the trial period ends;

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

« a loan referredto foreclosure.

Because of theseexceptions, the GSEs currentlybelieve basedon prevailingassumptions and market
chaogredititihstesonly a marginal impacton prepaymentspeeds, in aggregate.Cohort levelimpacts may vary.
Faorextheplealfof loans referredto foreclosureare historicallyreferred withinsix months of delinquency. The
dpgesistareiffacteddepends ondelinquency levels, borrowerresponse, andreferral toforeclosure timelines.

The scope and nature of theactions the U.S. governmentor the Fed willultimately undertake are unknown
contindevilb evolve,especiallyin light ofthe COVID-19 pandemic andthe upcoming presidentialand
(end retesiddiaielections in

Effect on Us

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

Effects on our Assets
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A change in orelimination of the guarantee structure of Agency RMBS may increase our costs (if, for
feesxarnpsa) wanareire us to change ourinvestment strategy altogether.For example, the elimination of the
guratantesf Agency RMBS may cause usto change ourinvestmentstrategy tofocus on non-AgencyRMBS,
whiddiretyrite us to significantlyincrease our monitoring ofthe credit risksof our investmentsin additionto

prigpeginaiet aistts.

Lower long-terminterest rates can affect the value of ourAgency RMBSin a number of ways. If
relapireppione(ttuatdspaet, to the refinancing problems describedabove), lowerlong-term interestrates can
ofdnegsrtoeyadumadgency RMBS. This is becauseinvestors typicallyplace a premiumon assets withyields that
auar kég lyerldsaAlthough lowerlong-term interestrates may increaseasset valuesin our portfolio,we may not
healfiendsinvsishilarly-yieldingassets.

If prepaymentlevels increase,the value of our Agency RMBS affected by such prepaymentsmay decline.
a pfimegpial pespargment acceleratesthe effectiveterm of an AgencyRMBS, whichwould shortenthe period
ohvéstarhichulareceive above-marketreturns (assumingthe yield onthe prepaidasset is higherthan market
piedpayidsn 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
s oeferaate.i®s and [10s, however, may be thetypes of AgencyRMBS most sensitiveto increased
Bregmyseaherhtdderof an 10 orllO receivesno principal payments, the values of I0sand 110s are entirely
dristeniemtia irencipal balance on the underlying mortgages. Ifthe principalbalance iseliminated dueto
pepapsamidiybacome worthless. Although increased prepaymentrates can negativelyaffect the value of our
tahavié@ike opposite effecton POs. Because POs act like zero-coupon bonds, meaningthey are purchased
Hicgrgiscaaitoand have an effective interestrate based onthe discountand the termof the underlyingloan, an
preeaget rateswould reduce the effective term of our POs and acceleratethe yields earned on those
assetsavbiomeminicbme.

Higher long-termrates can alsoaffect the value of our Agency RMBS. As long-termrates rise, rates
borevadebkdsm rise. This tends to cause prepaymentactivityto slow and extend the expectedaverage life of
flovyaye 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,
rtehfakiekeaps and swaptions,are stable averagelife instruments. This meansthat to the extentwe use
tubletigtroorekgency RMBS assets, ourhedges may notadequately protectus from pricedeclines, and
theyefivedymiaypactour book value. It is for thisreason we useinterest only securitiesin our portfolio. As interest
edpsatied dlverage life of these securitiesincreases, causinggenerally positive price movementsas the number
aashsfinafiterease the longer the underlyingmortgages remainoutstanding. This makes interest only
hedgetiestesi@itefor pass-throughAgency RMBS.

As described above, the AgencyRMBS marketbegan to experience severe dislocationsin mid-March 2020
the axamawidt diealth and marketturmoil broughtabout by COVID-19.0n March 23,2020, the Fedannounced
thathasmikigency RMBS and U.S. Treasuries inthe amounts neededto supportsmooth marketfunctioning,
wthiolidactbly Agency RMBS market, a commitmentit reaffirmed on June 30, 2020and September 16, 2020. If
thedtiel, reducesor suspendsits purchasesof Agency RMBS, our investmentportfolio couldbe negatively
impacted.

Because we baseour investmentdecisions onrisk managementprinciples rather than anticipated
ratesoveanaisdiia interestrate environmentwe may allocate more capitalto structured Agency RMBS with
Wehelidveatiese securities have a lower sensitivityto changes inlong-term interestrates than otherasset
alasses. \/enitigsite our exposureto changes inlong-terminterest ratesby investingin 10s and 110s, which
tifferalhtls@resitivitiesto changes inlong-term interestrates than PT RMBS, particularlyPT RMBS backed by

fixedgsges.

Effects on ourborrowing costs
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We leverage our PT RMBS portfolioand a portion of our structured Agency RMBS with principalbalances
of stoauigihtheepaechase agreementtransactions. The interestrates on ourdebt are determinedby the short
tearketterantratecase inthe Fed Fundsrate or LIBORwould increase our borrowing costs, which could affect
sprénieieshaadds no correspondingincrease inthe interestwe earn on ourassets. Thiswould be most
prevaigmtoyiRiviBPbeictced by fixedrate mortgage loans becausethe interestrate on afixed-rate mortgage
remndeesveot thoughmarket ratesmay change.

In order to protect our net interestmargin againstincreases inshort-terminterest rates,we may enterinto
swapteresdticiteconomically convert ourfloating-rate repurchase agreementdebt to fixed-ratedebt, or utilize
ptenmetgsyich as Eurodollar, Fed Funds and T-Note futurescontracts orinterest rate swaptions.

Summary

COVID-19 continuesto dominate the performance of the marketsand economy. While both have
deptbcoykkéal figrdpecially the financial markets, the economy continuesto languish. The recovery has
prexem et geryie sectorsback to or nearpre-pandemiclevels of activitywhile othersremain farbelow with
titipopbpektdahose levelssoon. The unemploymentrate remainselevated — withthe most recentread at
of Pineasandi@msain out of work.

The Fed has taken,and continuesto take, steps to supportmarkets andthe economy. However, much
stinmdaddérbmalMishdhgton and the federal governmenthas been absentsince the endof the second quarter.
fbedetnedit, with a presidentialelection onthe horizonin November, appearshopelessly caught up in partisan
pobiids amcigree on another roundof stimulus. Interest ratescontinue to tradein a narrowrange and at
eheanmiytbexiesels.the Fed Funds rateto remain atthe effective lower bound near zerofor an extended period
ofdnemeceaéiarthe Fed alteredits monetary policy frameworkduring the thirdquarter. Henceforth, the Fed
apleeansitaibe nwiliaigove the 2% target level, even when unemploymentis very low, before removing
accommodation.

The Agency RMBS market continuesto be bifurcated between the production coupons— the targetof Fed
puralsasts —and higher coupons in specifiedpool form. The TBA marketfor higher coupons remainsweak as
thppectdotathte Fed and prepaymentspeeds are extremelyhigh, resultingin poor expectedreturns for
investors.td liekdadbe specified poolmarket — with lower expected prepayment speeds— for attractivereturns.

Since the economycannot fullyrecover absentthe containmentof the COVID-19 pandemic, which is not
occexrethechtar term, current marketconditions arelikely to persist. As a result, we expect prepayment
sfmedsdyilheReinwill be active in the Agency RMBS market with asset purchases, funding levelswill remain
ttwaantic ¢netorostavailable will be eitherin the TBA dollarroll marketwith lower coupons or with specified pools
tobjgires.

Critical Accounting Estimates

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
desisenweatsiwhich could significantly affect reported assets, liabilities, revenues and expenses. There have
bbanges to our critical accounting estimates as discussed in our annual report on Form 10-K for the year
snpedPecember

Capital Expenditures

At September 30, 2020, we had no material commitments for capital expenditures.
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Off-Balance Sheet Arrangements
At September 30, 2020, 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
stockbiolelets ¢ atleast 90% of our REIT taxable income, determined without regard to the deduction for
dikctietidg paidraatccapital gains. REIT taxable income (loss) is computed in accordance with the Code, and
teambar ¢geatidran our financial statement net income (loss) computed in accordance with GAAP. These book
thiffarences primarily relate to the recognition of interest income on RMBS, unrealized gains and losses on
Rivid@ 8z atnehtbélosses 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
conajidiemdsf inceRMe

(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 - YTD 0.660 44,055
Totals $ 11.525% 332,448

(1) On October 14, 2020, the Company declared a dividend of $0.065 per share to be paid on November 25, 2020. The effect of
thidudleidémchis table above, but is not reflected in the Company’s financial statements as of September 30, 2020.

Inflation

Virtually all of our assets and liabilities are interest rate sensitive in nature. As a result, interest rates and
influehee faatguerformance far more so than does inflation. Changes in interest rates do not necessarily
oftaciatersitds or changes in inflation rates. Our financial statements are prepared in accordance with GAAP
distrifnutions will be determined by our Board of Directors consistent with our obligation to distribute to our
HaskBORMeo$ atir REIT taxable income on an annual basis in order to maintain our REIT qualification; in each
eatieitiegrand balance sheet are measured with reference to historical cost and/or fair market value without
cdlatidaring
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,
exclfaagm ratieercymmodity prices and equity prices. The primary market risks that we are exposed to are
prispagtmatd 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,
intedoatiestad aoonomic and political considerations and other factors beyond our control.
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Changes in the general level of interest rates can affect our net interest income, which is the difference
intebestvieenitie earned on interest-earning assets and the interest expense incurred in connection with our
Irteiamsh)dgrafecting 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
oorestitnenbportfolio, which affects our net income, ability to realize gains from the sale of these assets and
ahilityh eodvooant,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
openations. The principal instruments that we use are futures contracts, interest rate swaps and swaptions.
ifs@sanents are intended to serve as an economic hedge against future interest rate increases on our
egpachaseborrowings. Hedging techniques are partly based on assumed levels of prepayments of our
papapyieMiB Qrdfslower or faster than assumed, the life of the Agency RMBS will be longer or shorter, which
theutdfeetiveress of any hedging strategies we may use and may cause losses on such transactions.
Hedbimg strateggesf derivative securities are highly complex and may produce volatile returns. Hedging
lechedbe s eudsorelating to REIT qualification. In order to preserve our REIT status, we may be forced to
terdgimgeransaction at a time when the transaction is most needed.

Our profitability and the value of our investment portfolio (including derivatives used for hedging
adveuspbsaffeatag 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
adjinstiatite-rate RMBS. We generally seek to acquire low duration assets that offer high levels of protection
papayorégeg@rovided that they are reasonably priced by the market. Although the duration of an individual
elsepeams a result of changes in interest rates, we strive to maintain a hedged PT RMBS portfolio with an
effexdtvthdnratinThe 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
shehdiowefresutiinginvestments substantially. Prepayments occur for various reasons, including refinancing
ofartgbgbsrand loan payoffs in connection with home sales, and borrowers paying more than their scheduled
fesyments, 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
prepagoréresaciiniewill always affect the cash flows associated with the securities, the interest only nature
o&lds thair durations to become extremely negative when prepayments are high, and less negative when
[mepBreeaysrenmats affect the durations of 110s similarly, but the floating rate nature of the coupon of 11Os
(elatehl ivitveteell of one month LIBOR) causes their price movements, and model duration, to be affected
bgtbhamegeyments and one month LIBOR, both current and anticipated levels. As a result, the duration of

HRweatyitiesath)]

Prepayments on the loans underlying our RMBS can alter the timing of the cash flows from the
As andsdljngdemngytothe. interest rate sensitivity of our assets by measuring their effective duration. While
medHdige sithatjmice sensitivity of a bond to movements in interest rates, effective duration captures both the
mtwrestaates and the fact that cash flows to a mortgage related security are altered when interest rates
wiosr thecomlirglyinterest rate on a mortgage loan is substantially above prevailing interest rates in the
thaektaintbéseftertties 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
ourtsimandtueedfRMBS or liabilities, including our hedging instruments. Accordingly, we assess our interest
eafinmistinigythe duration of our assets and the duration of our liabilities. We generally calculate duration using
pariyundidiets. However, empirical results and various third party models may produce different duration
sambeasciaitibe.
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The following sensitivity analysis shows the estimated impact on the fair value of our interest rate-
andshedgy ovigstmestsf September 30, 2020 and December 31, 2019, assuming rates instantaneously fall
200 bps, fall 50 bps, rise 50 bps, rise 100 bps and rise 200 bps, adjusted to reflect the impact of convexity,
wieiabugetbéthe sensitivity 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 pegtalimi@dust dmel base interest rate scenario. The base interest rate scenario assumes interest rates
projquepey et September 30, 2020 and December 31, 2019.

Actual results could differ materially from estimates, especially in the current market environment. To the
thesxtestirtiates or other assumptions do not hold true, which is likely in a period of high price volatility,
hlketabiffenitsanditially from projections and could be larger or smaller than the estimates in the table below.
Misezenemddels were employed in the analysis, materially different projections could result. Lastly, while the
tefectetbes estimated impact of interest rate increases and decreases on a static portfolio, we may from time
tf bonreaglhayysecurities 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 September 30, 2020
-200 Basis Points 2.29% 21.52%
-100 Basis Points 1.07% 10.10%
-50 Basis Points 0.48% 4.54%
+50 Basis Points (0.42)% (3.92)%
+100 Basis Points (1.38)% (12.99)%
+200 Basis Points (4.55)% (42.74)%
As of December 31, 2019
-200 Basis Points (0.07)% (0.63)%
-100 Basis Points 0.27% 2.43%
-50 Basis Points 0.27% 2.49%
+50 Basis Points (0.74)% (6.73)%
+100 Basis Points (1.88)% (17.09)%
+200 Basis Points (5.14)% (46.66)%

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

(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) Bstrhsteth di@litar change in portfolio value expressed as a percent of stockholders' equity as of such date.

In addition to changes in interest rates, other factors impact the fair value of our interest rate-sensitive
sucimesstineesitisype of the yield curve, market expectations as to future interest rate changes and other
Acckedinghditiotie event of changes in actual interest rates, the change in the fair value of our assets would
ttkadyshdten 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 thidl esbéhni@ihce a return of principal on our investments faster than anticipated. Various factors affect the
ratetghgdicrepayments occur, including changes in the level of and directional trends in housing prices,

interest rates,
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general economic conditions, loan age and size, loan-to-value ratio, the location of the property and social
aodditonsg reghditionally, changes to government sponsored entity underwriting practices or other
gouklasersa)nifiegraiysmpact 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
inelesbmehg thpsaidffecting 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
msttupdgig 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
cidepEedenbehchmark interest rates and may relate to other factors impacting the mortgage and fixed
swas matkaltsr anticipated monetary policy actions by the Fed, market liquidity, or changes in required
tiffesenftratisetrConsequently, while we use futures contracts and interest rate swaps and swaptions to
ajamgt hogquexrdntinterest 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
agréwoegitsiepurcstses that are pledged to secure repurchase agreements are Agency RMBS and cash. As
8bsepedmiverhad unrestricted cash and cash equivalents of $199.8 million and unpledged securities of
approRimiliely (not including securities pledged to us) available to meet margin calls on our repurchase
dgreatentoatracts, and for other corporate purposes. However, should the value of our Agency RMBS
pteldgedkbsr the value of our derivative instruments suddenly decrease, margin calls relating to our
tepivatzsagreements could increase, causing an adverse change in our liquidity position. Further, there is
titmbsmuraiiadways be able to renew (or roll) our repurchase agreements. In addition, our counterparties
mevedbe optibaitouts (margin requirements) on the assets we pledge against repurchase agreements,
thmoehyt teadticargbibeborrowed against an asset even if they agree to renew or roll the repurchase agreement.
Bigihérdaantiyuts can reduce our ability to leverage our portfolio or even force us to sell assets, especially if
esselgeckvddclines or faster prepayment rates on our assets.

Extension Risk

The projected weighted average life and the duration (or interest rate sensitivity) of our investments is
Mamhagedsomssumptions regarding the rate at which the borrowers will prepay the underlying mortgage
esnfutirgeeriasts and interest rate swaps and swaptions to help manage our funding cost on our
ewarstthanistierdst rates rise. These hedging instruments allow us to reduce our funding exposure on the
thatiorstfamentrfbofa specified period of time.

However, if prepayment rates decrease in a rising interest rate environment, the average life or duration
rateofssetBxadthe fixed-rate portion of the ARMs or other assets generally extends. This could have a
oagadisaltsnipact operations, as our hedging instrument expirations are fixed and will, therefore, cover a
shallefumeliognegesure on our mortgage assets to the extent that their average lives increase due to slower
Pprepaytonite. may also cause the market value of our Agency RMBS and CMOs collateralized by fixed rate
hyntighgBVBr to decline by more than otherwise would be the case while most of our hedging instruments
aoyideretmentaveffsetting gains. In extreme situations, we may be forced to sell assets to maintain adequate
touidityavdaiaks to incur realized losses.

Counterparty Credit Risk
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We are exposed to counterparty credit risk relating to potential losses that could be recognized in the
couenemddhdhe 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
theenixaked vadue and notional amount of such assets as well as the value of our derivative contracts. In the
deémtlbbg a counterparty, we may not receive payments provided for under the terms of our agreements and
difichigebtaining 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 major financial institutions with acceptable credit ratings. However, there is no
gliaremteeraumage counterparty credit risk will be successful and we could suffer significant losses if
unsuccessful.

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,
supendsiath@nd with the participation of our management, including our Chief Executive Officer (the “CEQ”)
imhatiedfOfficer (the “CFQ”), of the effectiveness of the design and operation of our disclosure controls and
pederdlieR@e 13a-15(e) under the Exchange Act. Based on this evaluation, the CEO and CFO concluded
oanticdslasdrerocedures, 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
BE6uarehBlbG:es, as appropriate to allow timely decisions regarding required disclosure and (2) in providing
essswanbéethat information we must disclose in our periodic reports under the Exchange Act is recorded,
puecessikd 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

Companyedhdosing teat fiscal quarter that have materially affected, or are reasonably likely to materially
@ltenpahy’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-KRepihre gedfr@mded December31, 2019. There have been no materialchanges to thosefactors forthe
tnded8eptember 30, 2020, otherthan as set forthin our QuarterlyReport on Form 10-Q for the quarterended
REONh&Ad suchrisk factorsare incorporatedby reference herein.

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

The table belowpresents the Company’s sharerepurchase activityfor the three months ended September
30,2020.

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 Programs the Authorization

July 1, 2020 - July 31, 2020 - 8 = - 837,311
August 1, 2020 - August 31, 2020 - - 837,311
September 1, 2020 - September 30, 2020 303 5.05 - 837,311
Totals / Weighted Average 303 $ 5.05 - 837,311

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

(2) On July 29,2015, the Company'sBoard of Directorsauthorized therepurchase ofup to 2,000,000shares of the Company's
Eelmmarysdo2R18rthe Board of Directorsapproved an increasein the stock repurchaseprogram for upto an additional4,522,822
Stampsofytheommonstock. Unless modified orrevoked by the Board, the authorizationdoes not expire.

The Company did not have any unregisteredsales of itsequity securitiesduring the three months ended
2028eptember 30,

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

311
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
ABpgal 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).

Certification of Robert E. Cauley, Chief Executive Officer and President of the Registrant, pursuant to
862gnhe Sarbanes-Oxley Act of 2002.*

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

Certification of Robert E. Cauley, Chief Executive Officer and President of the Registrant, pursuant to 18
Seteon 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.
Sestoy 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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http://www.sec.gov/Archives/edgar/data/1518621/000119312512483809/d427065dex31.htm
http://www.sec.gov/Archives/edgar/data/1518621/000119312512483809/d427065dex31.htm
http://www.sec.gov/Archives/edgar/data/1518621/000119312512483809/d427065dex31.htm
http://www.sec.gov/Archives/edgar/data/1518621/000127547719000023/orc10k20181231x32.htm
http://www.sec.gov/Archives/edgar/data/1518621/000127547719000023/orc10k20181231x32.htm
http://www.sec.gov/Archives/edgar/data/1518621/000127547719000031/orc8k20190319x991.htm
http://www.sec.gov/Archives/edgar/data/1518621/000127547719000031/orc8k20190319x991.htm
http://www.sec.gov/Archives/edgar/data/1518621/000119312512483809/d427065dex41.htm
http://www.sec.gov/Archives/edgar/data/1518621/000119312512483809/d427065dex41.htm
http://www.sec.gov/Archives/edgar/data/1518621/000119312512483809/d427065dex41.htm

Signatures

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

Orchid Island Capital, Inc
Registrant

Date: October 30, 2020 By: /s/ Robert E. Cauley
Robert E. Cauley
Chief Executive Officer, President and Chairman of the Board

Date: October 30, 2020 By: /sl 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 31.1

CERTIFICATIONS

I, Robert E. Cauley, certify that:
1. Thave 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 information relating 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 most recent 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: October 30, 2020

/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. Thave 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 information relating 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 most recent 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: October 30, 2020

/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 September 30,
2020 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.

October 30, 2020 /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 September 30,
2020 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.

October 30, 2020 /s/ George H. Haas, IV
George H. Haas, IV
Chief Financial Officer




