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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

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

(Unaudited)
March 31, December 31,
2022 2021

ASSETS:
Mortgage-backed securities, at fair value (includes pledged asset4,676,847

and $6,506,372 respectively) $ 4,580,594 $ 6,511,095
U.S. Treasury Notes, at fair value (includes pledged asset86f4¥7and $29,74( respectively) 36,477 37,175
Cash and cash equivalents 297,246 385,143
Restricted cash 130,199 65,299
Accrued interest receivable 14,853 18,859
Derivative assets 126,910 50,786
Other assets 1,153 320
Total Assets $ 5,187,432 $ 7,068,677
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES:
Repurchase agreements $ 4,464,109 $ 6,244,106
Dividends payable 7,996 11,530
Derivative liabilities 25,535 7,589
Accrued interest payable 1,018 788
Due to affiliates 1,066 1,062
Other liabilities 95,290 35,505
Total Liabilities 4,595,014 6,300,580
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred stock, $.01par value;100,000,00Ghares authorized; no shares issued

and outstanding as of March 31, 2022 and December 31, 2021 - -
Common Stock,$01 par value;500,000,00Ghares authorized,177,117,186

shares issued and outstanding as of March 31, 2022 a76,993,04%hares issued

and outstanding as of December 31, 2021 1,771 1,770
Additional paid-in capital 822,128 849,081
Accumulated deficit (231,481) (82,754)
Total Stockholders' Equity 592,418 768,097
Total Liabilities and Stockholders' Equity $ 5,187,432 $ 7,068,677

See Notes to Financial Statements



For the Three Months Ended March 31, 2022 and 2021

ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)

($ in thousands, except per share data)

Three Months Ended March 31,

2022 2021

Interest income $ 41,857 $ 26,856
Interest expense (2,655) (1,941)
Net interest income 39,202 24,915
Realized losses on mortgage-backed securities (51,086) (7,397)
Unrealized losses on mortgage-backed securities and U.S. Treasury Notes (309,962) (88,866)
Gains on derivative and other hedging instruments 177,816 45,472
Net portfolio loss (144,030) (25,876)
Expenses:

Management fees 2,634 1,621
Allocated overhead 441 404
Incentive compensation 237 364
Directors' fees and liability insurance 311 272
Audit, legal and other professional fees 304 318
Direct REIT operating expenses 643 421
Other administrative 127 93
Total expenses 4,697 3,493
Net loss $ (148,727)$ (29,369)
Basic and diluted net loss per share $ (0.84)$ (0.34)
Weighted Average Shares Outstanding 176,997,566 85,344,954
Dividends declared per common share $ 0.155 $ 0.195

See Notes to Financial Statements



ORCHID ISLAND CAPITAL, INC.

(Unaudited)

(in thousands)

For the Three Months Ended March 31, 2022 and 2021

CONDENSED STATEMENTS OF STOCKHOLDERS' EQUITY

Additional Retained
Common Stock Paid-in Earnings
Shares Par Value Capital (Deficit) Total
Balances, January 1, 2021 76,073 $ 761 $ 432,524 $ (17,994)$ 415,291
Net loss - - - (29,369) (29,369)
Cash dividends declared - - (17,226) - (17,226)
Issuance of common stock pursuant to public offerings, net 18,248 182 96,726 - 96,908
Stock based awards and amortization 90 1 571 - 572
Balances, March 31, 2021 94,411 $ 944 $ 512,595 $ (47,363)$ 466,176
Balances, January 1, 2022 176,993 $ 1,770 $ 849,081 $ (82,754)$ 768,097
Net loss - - - (148,727)  (148,727)
Cash dividends declared - - (27,492) - (27,492)
Stock based awards and amortization 124 1 539 - 540
Balances, March 31, 2022 177,117 $ 1,771 $ 822,128 $  (231,481)$ 592,418

See Notes to Financial Statements



ORCHID ISLAND CAPITAL, INC.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
For the Three Months Ended March 31, 2022 and 2021
($ in thousands)

2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss $ (148,727)$% (29,369)
Adjustments to reconcile net loss to net cash provided by operating activities:
Stock based compensation 162 259
Realized and unrealized losses on mortgage-backed securities 360,350 96,263
Unrealized losses on U.S. Treasury Notes 698 -
Realized and unrealized gains on derivative instruments (101,921) (45,914)
Changes in operating assets and liabilities:
Accrued interest receivable 4,006 (1,050)
Other assets (833) (588)
Accrued interest payable 230 (236)
Other liabilities 204 5,318
Due to affiliates 4 80
NET CASH PROVIDED BY OPERATING ACTIVITIES 114,173 24,763
CASH FLOWS FROM INVESTING ACTIVITIES:
From mortgage-backed securities investments:
Purchases - (1,764,082)
Sales 1,413,039 988,523
Principal repayments 157,112 123,880
Net proceeds from (payments on) derivative instruments 103,900 (10,674)
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 1,674,051 (662,353)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from repurchase agreements 12,861,900 7,517,156
Principal payments on repurchase agreements (14,641,897) (6,931,062)
Cash dividends (31,010) (16,030)
Proceeds from issuance of common stock, net of issuance costs - 96,908
Shares withheld from employee stock awards for payment of taxes (214) (297)
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES (1,811,221) 666,675
NET (DECREASE) INCREASE IN CASH, CASH EQUIVALENTS AND RESTRICTED CASH (22,997) 29,085
CASH, CASH EQUIVALENTS AND RESTRICTED CASH, beginning of the period 450,442 299,506
CASH, CASH EQUIVALENTS AND RESTRICTED CASH, end of the period $ 427,445 $ 328,591
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for:
Interest $ 2,425 $ 2,176
SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING ACTIVITIES:
Securities acquired settled in later period $ - $ 217,758
Securities sold settled in later period - 154,977

See Notes to Financial Statements



ORCHID ISLANDCAPITAL, INC.
NOTES TO CONDENSEDFINANCIAL STATEMENTS
(Unaudited)
MARCH 31,2022

NOTE 1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES
Organizationand Business Description

Orchid Island Capital, Inc. (“Orchid” or the “Company”),was incorporatedin Maryland on August 17, 2010 for the
and mEP@sEREaCreasiaged investment portfolio consisting of residentialmortgage-backedsecurities (“RMBS”). From
MASHRAZALIOTE013, Orchid was a wholly owned subsidiary of Bimini Capital Management,Inc. (“Bimini”). Orchid began
Dhsrabhbies 04, 2010 (the date of commencementof operations). From incorporationthrough November24, 2010, Orchid’s
Quly fieéidgdiance of common stock to Bimini.

On August 4, 2020, Orchid entered into an equity distribution agreement (the “August 2020 Equity Distribution
four Agleee $)puiiduant to which the Company could offer and sell, from time to time, up to an aggregate atho,RAGDGHS
shares of the Company’s common stock in transactions that were deemed to be “at the market” offerings and privately
negetiéteshs. The Company issued a totaR@f493,65%hares under the August 2020 Equity Distribution Agreement for
gross proceeds ofipproximately1¥50.0million, and néggiegatels of approximatd7$million, after commissions and fees,
its termination in June 2021. prior to

On January 20, 2021, Orchid entered into an underwriting agreement (the “January 2021 Underwriting Agreement”)
MorathSkBurities LLC (“J.P. Morgan”), relating to the offer and76l0¢#0G%hares of the Company’s common stock. J.P.
Morgan purchased the shares of the Company’s common stock from the Company pursuant to the January 2021
Waedesmieiiing $.20per share. In addition, the Company granted J.P. Morgan a 30-day option to purchase up to an additional
1,140,000shares of the Company’s common stock on the same terms and conditions, which J.P. Morgan exercised in full on
21, 2021 Jameachosing of the offering,@80,000shares of the Company’s common stock occurred on January 25, 2021, with
proceeds to the Company of approximately.8million, net of offering expenses.

On March 2, 2021, Orchid entered into an underwriting agreement (the “March 2021 Underwriting Agreement”) with
relatlig MeEgadtfer and sale@D00,000shares of the Company’s common stock. J.P. Morgan purchased the shares of the
Company’s common stock from the Company pursuant to the March 2021 Underwriting Agresmgpensifare. In addition, the
Company granted J.P. Morgan a 30-day option to purchase up to an additj28@)000shares of the Company’s common stock
the same terms and conditions, which J.P. Morgan exercised in full on March 3, ZB21. The closing of the®2fe@j68Gshares
of the Company’s common stock occurred on March 5, 2021, with proceeds to the Company of apprdaiatellidh, net of
offering expenses.

On June 22, 2021, Orchid entered into an equity distribution agreement (the “June 2021 Equity Distribution
saled'glesmpuirsuintithdauhich the Company could offer and sell, from time to time, up to an aggregate a2ey0OfR bf
shares of the Company’s common stock in transactions that were deemed to be “at the market” offerings and privately
flegebiatieshs. The Company issued a total8f407,336hares under the June 2021 Equity Distribution Agreement for
gross proceeds of approximatel230.0million, and neggiegeieds of approximatBl6Pmillion, after commissions and fees,
its termination in October 2021. prior to



On October 29, 2021, Orchid entered into an equity distribution agreement (the “October 2021 Equity Distribution
four Ageeazeiits)priduant to which the Company may offer and sell, from time to time, up to an aggregate a2i6L000.09Mbf
shares of the Company’s common stock in transactions that are deemed to be “at the market” offerings and privately
flegebiatieths. Through March 31, 2022, the Company issued a tdt5]&¥5,70Ghares under the October 2021 Equity
Agreement for aggregate gross proceeds of approximatéy3$nillion, and neDjisdbadiosf approximat@l:Gmillion, after
commissions and fees. Subsequent to March 31, 2022 through April 29, 2022, the Company issued no shares under the
BgtabeDI2ibution Agreement.

Basis of Presentationand Use of Estimates

The accompanyingunaudited financial statements have been prepared in accordancewith accountingprinciples generally
in thaagepiedStates (“GAAP”)for interim financial informationand with the instructionsto Form 10-Qand Article 8 of
Reaplaign$; ey do not includeall of the information and footnotesrequired by GAAP for complete financialstatements.
Hdiegepiainngf adjustments(consistingof normal recurring accruals) considered necessary for a fair presentation have been
Opludddg results for the three month periodended March 31, 2022 are not necessarilyindicative of the resultsthat may be
thpgewdinding December31, 2022.

The balance sheet at December 31, 2021 has been derived fromthe audited financial statements at that datebut does not
of thagheealtionand footnotesrequired by GAAP forcomplete financialstatements. For furtherinformation, refer to the
§tmamaialts and footnotesthereto includedin the Company’s Annual Reporton Form 10-K for the yearended December31,
2021.

The preparationof financial statements in conformitywith GA APrequires management to make estimatesand
the regsovtedienstnes affessets and liabilities and disclosureof contingentassets and liabilitiesat the dateof the financial
sheteEpieanchounts of revenues and expensesduring the reporting period. Actualresults coulddiffer from those estimates.
dibaificant estimates affecting theaccompanying financial statements are the fairvalues of RMBSand derivatives.
Mersgenaess bediaveamptionsunderlying the financial statements are reasonablebased on the informationavailable as of
Mpzh 31,

Variable Interest Entities (“VIEs”)

We obtain interests in VIEs through our investments in mortgage-backed securities. Our interests in these VIEs are
natup@ssisléaid not expected to result in us obtaining a controlling financial interestin these VIEs in the future. As a
ESTE61WEEQHRE VIES and we account for our interest in these VIEs as mortgage-backed securities. See Note 2 for
adkditieagbn regarding our investments in mortgage-backed securities. Our maximum exposure to loss for these VIEs is
theaoihg mortgage-backed securities.

Cash and Cash Equivalents and Restricted Cash
Cash and cash equivalentsinclude cash on depositwith financialinstitutions and highly liquid investmentswith
thre@riginglsoatligéias tfe time of purchase. Restricted cash includescash pledgedas collateral for repurchaseagreements

Boerothigtgs,and interestrate swaps and other derivative instruments.

The followingtable providesa reconciliationof cash, cash equivalents,and restricted cash reportedwithin the statement
posidritianeiah to the total of the same such amountsshown in the statementof cash flows.



(in thousands)

March 31, 2022  December 31,

Cash and cash equivalents $ 297,246 $2021 385,143
Restricted cash 130,199 65,299
Total cash, cash equivalents and restricted cash $ 427,445 $ 450,442

The Companymaintains cash balancesat three banks and excess marginon account with two exchange clearingmembers.
balarfesimeas; exceed federallyinsured limits. The Company has not experienced any losses related to these balances. The
Prgysik Insurance Corporationinsures eligibleaccounts up to $250,000per depositorat each financialinstitution. Restricted
Bashinces areuninsured, but are heldin separate customer accountsthat are segregated from the general fundsof the
comeppiiynBeninsured balances to only large, well-known banks and exchange clearingmembers and believes thatit is
BRyexpAsAddBt credit riskon cash andcash equivalentsor restricted cash balances.

Mortgage-BackedSecurities and U.S. Treasury Notes

The Companyinvests primarilyin mortgage pass-through(“PT”) residentialmortgage backed securities(“RMBS”) and
morgalgterilizadons (“CMOs”) issued by Freddie Mac, Fannie Mae or Ginnie Mae, interest-only (“I0”) securitiesand
{(MYRISY ipderast@iapresenting interest in or obligations backed by pools of RMBS. We refer to RMBS and CMOs as PT
RNMB &n¥VH @ebekurities as structured RMBS. The Company also invests in U.S. Treasury Notes, primarily to satisfy
gedlaiendlents of derivative counterparties. The Company has elected to account for its investment in RMBS and U.S.
wheRsUheftegalue option. Electing the fair value option requires the Company to record changes in fair value in the
sipéeapirtispivhich, in management’s view, more appropriately reflects the results of our operations for a particular reporting
peeisisbagrdnt with the underlying economics and how the portfolio is managed.

The Companyrecords securitiestransactionson the tradedate. Securitypurchases that have not settled as of the balance
are isla¢gtiéelin the portfoliobalance withan offsettingliability recorded, whereas securitiessold that have notsettled as of the
bakdReRite are removed fromthe portfoliobalance withan offsettingreceivable recorded.

Fair valueis defined as the pricethat would be received to sell the asset or paid to transferthe liabilityin an orderly
betwisensatiBt participantsat the measurementdate. The fairvalue measurementassumes that the transaction to sell the
asaeéfer the liabilityeither occursin the principalmarket for the asset or liability, orin the absenceof a principalmarket,
aECHRTHE bR IARSHet for the asset or liability. Estimated fair valuesfor RMBS are based on independentpricing sourcesand/or
Brok@agvotes, when available. Estimated fair values for U.S. Treasury Notes are based on quoted prices foridentical assets in
agiikets.

Income on PT RMBS and U.S. Treasury Notes is basedon the statedinterestrate of thesecurity. Premiumsor discounts
the quesefipairchase are not amortized. Premium lostand discountaccretion resulting from monthly principal repayments are
teflestedidgains (losses)on RMBS in the statementsof operations. For IO securities, the income is accrued based on the
gt ybegsfédativeyield. The difference between incomeaccrued and the interestreceived on the security is characterizedas a
raaEialent and serves to reduce the asset’s carrying value. At eachreporting date, the effective yieldis adjusted prospectively
fepduteperiods based on the new estimateof prepaymentsand the contractualterms of the security. For I1O securities,
ehi@qtiveritetdcognition calculationsalso take into accountthe index value applicableto the security. Changes in fair value of
BB guriiig period are recorded in earnings and reportedas unrealizedgains orlosses on mortgage-backedsecurities in the
accompanying statements of operations.



Derivative and Other Hedging Instruments

The Companyuses derivativeand other hedging instrumentsto manage interest rate risk, facilitate asset/liability strategies
manag€ otherexposures, and it may continue to do so in thefuture. Theprincipal instruments that the Company has used to
‘i’éﬁ_‘a@[ﬁy Note (“T-Note”), federal funds(“Fed Funds”)and Eurodollarfutures contracts,short positionsin U.S. Treasury
serusitigpsiistiesis to enter in interest rate swaps (“interestrate swaptions”)and “to-be-announced” (“TBA”) securities
Conspaiionadpénbe into other derivativeand other hedging instrumentsin the future.

The Companyaccounts forTBA securitiesas derivativeinstruments. Gains and losses associatedwith TBA securities
are reposaatiansain (loss)on derivativeinstruments in the accompanyingstatements of operations.

Derivative and other hedging instrumentsare carried at fair value,and changesin fair valueare recordedin earnings for
The @ehpeariptderivative financial instruments are not designatedas hedge accounting relationships, but rather are used as
ReABeEdEits portfolioassets and liabilities. Gains and losses on derivatives, except thosethat resultin cash receiptsor
peolndedsiabperating activities on the statementof cash flows. Cash paymentsand cash receiptsfrom settlementsof
derivatipesidacludiagh settlementson interest rates swaps, are classifiedas an investingactivity on the statementsof cash
flows.

Holding derivativescreates exposureto creditrisk relatedto the potential for failure on the partof counterpartiesand
honéxghdngeaimitments. In the eventof defaultby a counterparty,the Companymay have difficulty recoveringits collateral
pabapaahents provided for underthe terms of the agreement. The Company’sderivative agreements require itto post or
tedkit@al to mitigate such risk. In addition, the Companyuses only registered central clearingexchanges and well-established
BaAN¥eECEdunterparties,monitors positions with individual counterpartiesand adjusts posted collateralas required.

Financial Instruments

The fairvalue of financialinstrumentsfor whichit is practicableto estimate that valueis disclosedeither inthe body of
stateiienisardiathe accompanyingnotes. RMBS, Eurodollar, Fed Funds and T-Note futurescontracts, interest rate swaps,
Rfarmsbiaiend TBA securities are accountedfor at fairvalue in thebalance sheets. The methodsand assumptionsused to
¢alieaierfhigse instrumentsare presentedin Note 12 of the financialstatements.

The estimatedfair value of cash andcash equivalents,restricted cash, accruedinterest receivable, receivable for
othesemseidedselh affiliates, repurchase agreements, payable forunsettled securities purchased, accrued interestpayable and
tihsitities generally approximatestheir carryingvalues as of March 31, 2022 and December31, 2021 dueto the short-term
nalaeiaf theseiments.

Repurchase Agreements

The Companyfinances theacquisition of the majorityof its RMBSthrough theuse of repurchaseagreements under
repuliedsisd agreements. Repurchase agreements are accounted for as collateralizedfinancing transactions, which are
eartiedaiahgimounts, including accrued interest, as specified in the respectiveagreements.

Manager Compensation

The Companyis externallymanaged by Bimini Advisors, LLC (the “Manager” or “Bimini Advisors”),a Maryland
companiyeshldabilolyy-owned subsidiary of Bimini. The Company’smanagement agreement with the Manager providesfor
MaxHAgRttofthenanagement fee and reimbursementof certain operating expenses, which are accrued and expensed duringthe
pério faey are earned or incurred. Refer to Note 13 forthe terms of the managementagreement.



Earnings Per Share

Basic earningsper share (“EPS”) is calculated as net incomeor loss attributableto common stockholders divided by the
averwgdghietber of shares of common stock outstandingor subscribedduring the period. DilutedEPS is calculatedusing the
SieRRUBY two-classmethod, as applicable, for common stock equivalents,if any. However, the common stock equivalents are
notineipdedg diluted EPSif the resultis anti-dilutive.

Stock-Based Compensation

The Companymay grant equity-based compensationto non-employeemembers of its Board of Directorsand to the
and exgsloyvesdficeesManager. Stock-based awards issuedinclude performanceunits, deferredstock units and immediately
¥8ieHlon stock awards. Compensationexpense is measured and recognizedfor all stock-basedpayment awardsmade to
aeplkajiptsgad directors based on the fair value of ourcommon stock on the date of grant. Compensationexpense is
weagiizedpeerivechrvice periodusing the graded vestingattributionmethod. We do not estimate forfeiture rates; rather, we
ddjfesitdeds in the periodsin which they occur.

Income Taxes

Orchid has elected and is organized and operated so as to qualify to be taxed as areal estate investment trust (“REIT”)
Intettizdd @ dhenue Code of 1986, as amended (the “Code”). REITs are generally not subject to federal income tax on their
REsheagpleded that they distribute to their stockholders all of their REIT taxable income on an annual basis. A REIT
Tust 909 iGRIGSREIT taxable income, determined without regard to the deductions for dividends paid and excluding net
gapitakgaiither requirements of the Code to retain its tax status.

Orchid assesses the likelihood, based on their technical merit, that uncertain tax positions will be sustained upon
baseeigmiRatigits, circumstances and information available at the end of each period. All of Orchid’s tax positions are
Haigp1Esechdf There is no accrual for any tax, interest or penalties related to Orchid’s tax position assessment. The
mRasHaeNeR! Pdsitions is adjusted when new information is available, or when an event occurs that requires a change.

Recent AccountingPronouncements

In March 2020, the FASB issued ASU 2020Refefence Rate Reform (Topic 848): Facilitation of the Effects of
Reform on Financial ReportthgASU 2020-04 prdidfeeemngsiBaat expedients and exceptions to GAAP requirements for
on debt instruments, leases, @PRiAEREDMd other contracts, related to the expected market transition from the London
DffehahRate (“LIBOR”), and certain other floating rate benchmark indices, or collectively, IBORs, to alternative
pefe0e0degetiesalyStdnsiders contract modifications related to reference rate reform tobe an event that does not require
FREasirement at the modification date nor a reassessment of a previous accounting determination. The guidance in ASU
8pRBH4 &d may be elected over time, through December 31, 2022, as reference rate reform activities occur. The
baliepenjicda@epdon of this ASU will have a material impact on its consolidated financial statements.



In January 2021, the FASB issued ASU 2021Refefence Rate Reform (Topic 848 ASU 2021-01 expands the scope of
848 to include all affected derivatives and give market participants the ability to apply certain aspects of the contract
meiidisadouniith expedients to derivative contracts affected by the discounting transition. In addition, ASU 2021-01 adds
implementation guidance to permit a company to apply certain optional expedients to modifications of interest rate indexes
sesieing, discounting or contract price alignment of certain derivatives as a result of reference rate reform initiatives and
Bptedalsl expedients to account for a derivative contract modified as a continuation of the existing contract and to continue
hedgenting when certain critical terms of a hedging relationship change to modifications made as part of the discounting
HanrHenid RS U 2021-01 is effective immediately and available generally through December 31, 2022, as reference rate
sefovities occur. The Company does not believe the adoption of this ASU will have a material impact on its financial
statements.

NOTE 2. MORTGAGE-BACKED SECURITIES AND U.S. TREASURY NOTES

The followingtable presentsthe Company’sRMBS portfolioas of March 31, 2022 and
December31, 2021:

(in thousands)

March 31,2022  December 31,

Pass-Through RMBS Certificates: 2021
Fixed-rate Mortgages $ 4,372,517 $ 6,298,189
Total Pass-Through Certificates 4,372,517 6,298,189
Structured RMBS Certificates:
Interest-Only Securities 206,617 210,382
Inverse Interest-Only Securities 1,460 2,524
Total Structured RMBS Certificates 208,077 212,906
Total $ 4,580,594 $ 6,511,095

As of March 31, 2022 and December31, 2021, the Companyheld U.S. Treasury Noteswith a fair value of appB&ximately
and $7.2million, respectively, primarily to satisfy collateral requirementsof one ofits derivative counterparties. million

The followingtable is a summary of our net gain(loss) from the sale of RMBS forthe three months ended March 31,
2022 and 2021.

Three Months Ended March 31,

2022 2021
Proceeds from sales of RMBS $ 1,413,039 $ 988,523
Carrying value of RMBS sold (1,464,125) (995,920)
Net (loss) gain on sales of RMBS $ (51,086)$ (7,397)
Gross gain on sales of RMBS $ 709 $ 2,813
Gross loss on sales of RMBS (51,795) (10,210)
Net (loss) gain on sales of RMBS $ (51,086)$ (7,397)

NOTE 3. REPURCHASE AGREEMENTS

The Companypledges certainof its RMBSas collateralunder repurchaseagreements with financialinstitutions. Interest
gendigilly fiited based on prevailingrates correspondingto the termsof the borrowings,and interestis generally paid at the
HIPRRARENITHe fair value of the pledged securitiesdeclines, lenders will typicallyrequire theCompany to post additional
deMaidsaleawiaigs to re-establishagreed uponcollateral requirements, referred to as "margincalls." Similarly, if the fair value
eécheipkedgedeases, lenders may releasecollateral back to theCompany. As of March 31,2022, the Company hadmet all
regigianndhts.

As of March 31, 2022 and December31, 2021, the Company’srepurchase agreements had remaining maturities as
belosw#mmarized
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(% in thousands)

OVERNIGHTBETWEEN 2 BETWEEN 31 GREATER

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

March 31, 2022
Fair market value of securities pledged, including

accrued interest receivable $ - $ 3,966,753 $ 576,875 $ 48,035 $ 4,591,663
Repurchase agreement liabilities associated with

these securities $ - $ 3,848,289 $ 564,223 $ 51,597 $ 4,464,109
Net weighted average borrowing rate - 0.36% 0.42% 0.15% 0.37%
December 31, 2021
Fair market value of securities pledged, including

accrued interest receivable $ - $ 4624396 $ 1,848,080 $ 52,699 $ 6,525,175
Repurchase agreement liabilities associated with

these securities $ - $ 4,403,182 $ 1,789,327 $ 51,597 $ 6,244,106
Net weighted average borrowing rate - 0.15% 0.13% 0.15% 0.15%

In addition, cash pledged to counterparties for repurchase agreements was approximately $113.6 million and $57.3
MarehiBioipae»iand December 31, 2021, respectively.

If, during the term of a repurchaseagreement, a lender files for bankruptcy, the Company mightexperience difficulty
pledpgebysséngisshich couldresult in an unsecuredclaim againstthe lender for the differencebetween theamount loanedto the
plepRBYest due to the counterpartyand the fairvalue of thecollateral pledged to such lender, including the accrued interest
seckbashlposted by the Company as collateral. At March31, 2022, the Companyhad an aggregateamount atrisk (the
Hileeirtheamount loanedto the Company, including interest payable and securities posted by the counterparty (if any), and
thefeisf securitiesand cash pledged (if any), including accrued interest on such securities)with all counterpartiesof ~ 240.1
apphioxinFielydmpanydid not have an amountat risk withany individual counterpartythat was greater than10% of the
&ovRANy3d £90%Y and December31, 2021.

NOTE 4. DERIVATIVE AND OTHER HEDGING INSTRUMENTS

The table below summarizesfair value information about our derivative and other hedging instrumentsassets and
Martatlitdess £fd December 31, 2021.

(in thousands)

Derivative and Other Hedging Instruments Balance Sheet Location March 31, 2022 December 31,
Assets 2021

Interest rate swaps Derivative assets, at fair value  $ 65,194 $ 29,293
Payer swaptions (long positions) Derivative assets, at fair value 60,362 21,493
Interest rate caps Derivative assets, at fair value 1,354 -
Total derivative assets, at fair value $ 126,910 $ 50,786
Liabilities

Interest rate swaps Derivative liabilities, at fair value $ -9 2,862
Payer swaptions (short positions) Derivative liabilities, at fair value 25,535 4,423
TBA securities Derivative liabilities, at fair value - 304
Total derivative liabilities, at fair value $ 25,535 $ 7,589

Margin Balances Posted to (from) Counterparties

Futures contracts Restricted cash $ 16,610 $ 8,035
TBA securities Other liabilities - (856)
Interest rate swaption contracts Other liabilities (34,983) (6,350)
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Total margin balances on derivative contracts $ (18,373)$ 829

Eurodollar, FedFunds and T-Note futures are cash settled futurescontracts on an interestrate, with gains and losses
chargeetlitederCompany’s cash accountson a daily basis. A minimum balance, or “margin”,is required to be maintainedin

HheARE MaBIehe tables below presentinformationrelated to the Company’s T-Note futures positions at March 31, 2022 and
31,2021. December

(8 in thousands)

March 31, 2022
Average Weighted Weighted
Contract Average Average
Notional Entry Effective Open
Expiration Year Amount Rate Rate Equity)
Treasury Note Futures Contracts (Short Positi8ns)
June 2022 5-year T-Note futures
(Jun 2022 - Jun 2027 Hedge Period) $ 1,194,000 2.25% 2.83% $ 32,928
June 2022 10-year Ultra futures
(Jun 2022 - Jun 2032 Hedge Period) $ 270,000 1.68% 2.06% $ 10,983

(% in thousands)

December 31, 2021

Average Weighted Weighted
Contract Average Average
Notional Entry Effective Open
Expiration Year Amount Rate Rate Equity)
Treasury Note Futures Contracts (Short Positibn)
March 2022 5-year T-Note futures
(Mar 2022 - Mar 2027 Hedge Period) $ 369,000 1.56% 1.62% $ 1,013
March 2022 10-year Ultra futures
(Mar 2022 - Mar 2032 Hedge Period) $ 220,000 1.22% 1.09% $ (3,861)

(1) Open equity represents the cumulative gains (losses) recorded on open futures positions from inception.

(2) 5-Year T-Note futures contracts were valued at a pricd bf.§9at March 31, 2022 and1®0.98at December 31, 2021. The contract
of the short positions werd $69.4million and 446.4million at March 31, 2022 and Decembal®ds 2021, respectively. 10-Year Ultra
contracts were valued at a price of¥5.47at March 3U{W®382 and1$16.44at December 31, 2021. The contract value of the short position
$365.8million and¥2.2million at March 31, 2022 and December 312821, respectively

Under ourinterestrate swap agreements, we typicallypay a fixedrate and receive a floating ratebased on anindex
The {Ipapieeswaps’a.receiveunder our swap agreementshas the effectof offsettingthe repricingcharacteristicsof our
E@Héﬁlﬂéﬁﬁs and cash flowson such liabilities. We are typicallyrequired to post collateralon our interestrate swap
bgreensieteribintdrfation related to the Company’sinterest rate swap positions at March 31, 2022 and December31, 2021.
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($ in thousands)

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

March 31, 2022
Expiration > 3 to < 5 years $ 300,000 0.95% 093% $ 18,138 4.0
Expiration > 5 years 1,100,000 1.51% 0.37% 47,056 7.0

$ 1,400,000 1.39% 0.49% $ 65,194 6.3
December 31, 2021
Expiration > 3 to < 5 years $ 955,000 0.64% 0.16% $ 21,788 4.0
Expiration > 5 years 400,000 1.16% 0.21% 4,643 7.3

$ 1,355,000 0.79% 0.18% $ 26431 5.0

The table below presentsinformationrelated to the Company’sinterestrate cap positionsat March
31, 2022.
(8 in thousands)
Net
Strike Estimated
Notional Swap Curve Fair

Expiration Amount Cost Rate Spread Value
February 8, 2024 $ 200,000 $ 2,350 0.09% 10Y2Y  $ 1,354

The table below presentsinformationrelated to the Company’sinterest rate swaptionpositionsat March  December 31,

20281,2022 and

($ in thousands)

Option Underlying Swap
Weighted Average Weighted
Average Average Adjustable  Average
Fair Months to Notional Fixed Rate Term
Expiration Cost Value Expiration Amount Rate (LIBOR) (Years)
March 31, 2022
Payer Swaptions - long
<1 year $ 31,905 $ 33,040 11.3 $ 1,282,400 2.44% 3 Month 11.3
>1 year < 2 years 15,300 27,322 18.8 728,400 2.52% 3 Month 10.0
$ 47205 % 60,362 14.0 $ 2,010,800 2.47% 3 Month 10.8
Payer Swaptions - short
<1 year $  (19,540)$  (25,535) 5.8 $ (1,433,000) 2.47% 3 Month 10.8
December 31, 2021
Payer Swaptions - long
<1 year $ 4,000 $ 1,575 3.2 $ 400,000 1.66% 3 Month 5.0
>1 year < 2 years 32,690 19,918 18.4 1,258,500 2.46% 3 Month 14.1
$ 36690 $ 21,493 14.7 $ 1,658,500 2.27% 3 Month 11.9
Payer Swaptions - short
<1 year $ (16,185)% (4,423) 5.3 $ (1,331,500) 2.29% 3 Month 114
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The following table summarizes our contracts to purchase and sell TBA securities as of December . There were no
outstindAZ TBA contracts as of March 31, 2022.

(8 in thousands)

Notional Net
Amount Cost Market Carrying
Long (Short) Basis® Valué? Valué?
December 31, 2021
30-Year TBA securities:
3.0% $ (575,000)$ (595,630)$ (595,934)$ (304)
Total $ (575,000)$ (595,630)$% (595,939 $ (304)

(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 period-end.

(4) Net carrying value represents the difference between the market value and the cost basis of the TBA securities as of period-end and
insderiyatéde assets (liabilities) at fair value in our balance sheets.

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

The table below presents the effect of the Company’s derivative and other hedging instruments on the statements of
the thpesationshdended March 31, 2022 and 2021.

(in thousands)

Three Months Ended March

31,2022 2021
T-Note futures contracts (short position) $ 79,895 $ 2,476
Eurodollar futures contracts (short positions) - 12
Interest rate swaps 66,284 27,123
Payer swaptions (short positions) (10,908) (26,167)
Payer swaptions (long positions) 40,975 40,070
Interest rate caps (996) -
Interest rate floors - 1,384
TBA securities (short positions) 2,539 9,133
TBA securities (long positions) 27 (8,559)
Total $ 177,816 $ 45,472

Credit Risk-Related Contingent Features

The use of derivatives and other hedging instruments creates exposure to credit risk relating to potential losses that
recog@iddi the event that the counterparties to these instruments fail to perform their obligations under the contracts. We
miffimpidehis risk by limiting our counterparties for instruments whichare not centrally cleared on aregistered exchange to
mainabisagciath acceptable credit ratings and monitoring positions with individual counterparties. In addition, we may
ptedeguiredtiais collateral for our derivatives, whose amounts vary over time based on the market value,notional amount and
temailiige derivative contract. In the event of a defaultby a counterparty, we may not receive payments provided for under
i @emvaRive agreements, and may have difficulty obtaining our assets pledged as collateral for our derivatives. The cash
edjudveishts pledged as collateral for our derivative instruments are included in restricted cash on our balance sheets.

It is the Company's policy not to offset assets and liabilities associated with open derivative contracts. However,
Merthat{lBiEaghange (“CME”) rules characterize variation margin transfers as settlement payments, as opposed to
eI HfeRANTA 44 result, derivative assets and liabilities associated with centrally cleared derivatives forwhich the CME serves
atetiegepaaly are presented as if these derivatives had been settled as of the reporting date.
14



NOTE 5. PLEDGED ASSETS
Assets Pledgedto Counterparties

The table below summarizesour assets pledged as collateral under ourrepurchase agreements and derivative
inclugiieg seenis bystyRelged relatedto securitiessold but notyet settled,as of March 31, 2022 and December31, 2021.

(in thousands)

March 31, 2022 December 31, 2021
Repurchase Derivative Repurchase Derivative
Assets Pledged to Counterparties Agreements Agreements Total Agreements Agreements Total
PT RMBS - fair value $ 4,369,564 $ - $ 4369564 $ 6,294,102 $ - $ 6,294,102
Structured RMBS - fair value 207,283 - 207,283 212,270 - 212,270
U.S. Treasury Notes - 36,477 36,477 - 29,740 29,740
Accrued interest on pledged securities 14,816 3 14,819 18,804 13 18,817
Restricted cash 113,589 16,610 130,199 57,264 8,035 65,299
Total $ 4,705,252 $ 53,090 $§ 4,758342 $ 6,582,440 $ 37,788 $ 6,620,228

Assets Pledgedfrom Counterparties

The table below summarizesassets pledgedto us from counterpartiesunder our repurchase agreements and derivative
as oANIaeakedts 2022 and December31, 2021.

(in thousands)

March 31, 2022 December 31, 2021
Repurchase Derivative Repurchase Derivative
Assets Pledged to Orchid Agreements Agreements Total Agreements Agreements Total
Cash $ 4,172 § 34,983 $ 39,155 $ 4,339 $ 7,206 $ 11,545
Total $ 4,172 $ 34,983 $ 39,155 $ $ 4,339 $ 7,206 $ 11,545

Cash receivedas margin is recognizedas cash and cash equivalentswith a correspondingamount recognizedas an
repuliebreasgdieements or otherliabilities in the balancesheets.

NOTE 6. OFFSETTING ASSETS AND LIABILITIES

The Company’sderivative agreements and repurchaseagreements and reverse repurchase agreements are subject to
agrebntierlywigh masternetting or similar arrangements,which provide for the rightof offset in the event of defaultor in
HRYEPEGSof either party to the transactions. The Companyreports its assets and liabilitiessubject to these arrangements
bBsasgross
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The followingtable presentsinformation regarding those assetsand liabilitiessubject to such arrangementsas if the
preséiftapdizynhod a net basis as of March 31, 2022 and December31, 2021.

(in thousands)

Offsetting of Assets

Gross Amount Not
Net Amount  Offset in the Balance Sheet

of Assets Financial
Gross Amount Gross Amount Presented Instruments Cash
of Recognized Offset in the in the Received as  Received as Net
Assets Balance Sheet Balance Sheet  Collateral Collateral Amount

March 31, 2022
Interest rate swaps $ 65,194 $ -3 65,194 $ -3 -3 65,194
Interest rate swaptions 60,362 - 60,362 - (34,983) 25,379
Interest rate caps 1,354 - 1,354 - - 1,354

$ 126,910 $ - $ 126,910 $ - $ (34,983)$ 91,927
December 31, 2021
Interest rate swaps $ 29,293 $ -3 29,293 $ -3 -3 29,293
Interest rate swaptions 21,493 - 21,493 - (6,350) 15,143

$ 50,786 $ - $ 50,786 $ - $ (6,350)$ 44,436

(in thousands)

Offsetting of Liabilities

Gross Amount Not
Net Amount  Offset in the Balance Sheet
of Liabilities Financial

Gross Amount Gross Amount Presented Instruments
of Recognized Offset in the in the Posted as Cash Posted Net
Liabilities Balance Sheet Balance Sheet Collateral as Collateral Amount
March 31, 2022
Repurchase Agreements $ 4,464,109 $ - $ 4464109 % (4,350,520)$ (113,589)% -
Interest rate swaptions 25,535 - 25,535 - - 25,535
$ 4,489,644 $ - $ 4,489,644 $ (4,350,520)% (113,589)% 25,535
December 31, 2021
Repurchase Agreements $ 6,244,106 $ - $ 6,244,106 $ (6,186,842)$ (57,264)$ -
Interest rate swaps 2,862 - 2,862 (2,862) - -
Interest rate swaptions 4,423 - 4,423 - - 4,423
TBA securities 304 - 304 - - 304
$ 6,251,695 $ -3 6,251,695 $  (6,189,704)% (57,264)$ 4,727

The amounts disclosed for collateralreceived by or posted to the same counterpartyup to and not exceedingthe net
assefBdiEbRft{fresented in the balancesheets. The fair value of the actual collateral received by or postedto the same
epprtarpaiyeeds theamounts presented. See Note 5 for a discussionof collateral posted orreceived against or for repurchase
ahtigtinngiveand other hedging instruments.
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NOTE 7. CAPITAL STOCK
Common StockIssuances

The Companydid not completeany public offerings of its common stock duringthe three months endedMarch 31,
year2ibdDuiegiber31, 2021, the Company completed the followingpublic offeringsof shares of its commonstock.

($ in thousands, except per share amounts)

Weighted
Average
Price

Received Net
Type of Offering Period Per Shar®) Shares Proceeds®®
At the Market Offering Progfim First Quarter $ 5.10 308,048 $ 1,572
Follow-on Offerings First Quarter 5.31 17,940,000 95,336
At the Market Offering Progfim Second Quarter 5.40 23,087,089 124,746
At the Market Offering Progfdm Third Quarter 4.94 35,818,338 177,007
At the Market Offering Progfém Fourth Quarter 4.87 23,674,698 115,398

100,828,173 $ 514,059

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

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

(3) The Company has entered into ten equity distribution agreements, nine of which have either been terminated because all shares
were sepdaced with a subsequent agreement.

Stock Repurchase Program

On July 29, 2015, the Company’s Board of Directors authorized the repurchase 20Gf,0&hares of the Company’s
common stock. On February 8, 2018, the Board of Directors approved an increase in the stock repurchase program for up
Hldhitionak,522,82Xhares of the Company's common stock. Coupled witli8B¢757shares remaining from the origigg00,000
share authorization, the increased authorization brought the total authoriz&tjd®dGb7%Shares, representing 10% of the
Company’s then outstanding share count.

On December 9, 2021, the Board of Directors approved an increase in the number of shares of the Company’s common
avaikibtkin the stock repurchase program for up to an addifi6;&1,994shares, bringing the remaining authorization under
stock repurchase program t7,699,305hares, representing approximat8l§ 10% of the Company’s then outstanding shares of
common stock.

As part of the stock repurchase program, shares may be purchased in open market transactions, block purchases,
privéiebughgotiated transactions, or pursuant to any trading plan that may be adopted in accordance with Rule 10b5-1 of
thechaawrtiest of 1934, as amended (the “Exchange Act”). Open market repurchases will be made in accordance with
Rrithange Bciwhich sets certain restrictions on the method, timing, price and volume of open market stock repurchases.
Haetiénipgice and amount of any repurchases will be determined by the Company in its discretion and will be subjectto
aeanemieRddions, stock price, applicable legal requirements and other factors. The authorization does not obligate the
f@uiresnioparticular amount of common stock and the program may be suspended or discontinued at the Company’s

dirBreGoPrior notice.
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From the inception of the stock repurchase program through March 31, 2022, the Company repurchased®&f:H tf
shares at an aggregate cost of approximate40$ million, including commissions and fees, for a weighted average prick(fe$
share. No shares were repurchased during the three months ended March 31, 2022 or during the year ended December 31,
28R4inihe authorization under the stock repurchase program as of March 31, 2002688 305hares.

Cash Dividends

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

common stock.
(in thousands, except per share amounts)
Per Share

Year Amount Total

2013 $ 1.395% 4,662
2014 2.160 22,643
2015 1.920 38,748
2016 1.680 41,388
2017 1.680 70,717
2018 1.070 55,814
2019 0.960 54,421
2020 0.790 53,570
2021 0.780 97,601
2022 - YTD 0.200 35,484
Totals $ 12.635 $ 475,048

(1) OnApril 13, 2022he Company declared a dividend @f®45per share to be paid oMay 27, 2022 The effect of this dividend is
the table above but is not reflected in the Company’s financial statements as of March 31, 2022uded in

NOTE 8. STOCK INCENTIVE PLAN

In 2021, the Company’sBoard of Directors adopted, and the stockholdersapproved, the Orchid Island Capital,Inc. 2021
InceliguéPlan (the “2021 IncentivePlan”) toreplace the Orchid Island Capital, Inc. 2012 Equity IncentivePlan (the “2012
hixeersBeedawith the 2021 IncentivePlan, the “Incentive Plans™). The 2021 Incentive Plan providesfor the awardof stock
appratsatiogkights, stockaward, performanceunits, otherequity-based awards (anddividend equivalentswith respectto
petdodsince units and other equity-basedawards) andincentive awards. The 2021 Incentive Plan is administeredby the
Compsietivnthe Company’sBoard of Directors except that the Company’sfull Board of Directorswill administerawards
mhdeire dveetaployeesof the Companyor its affiliates. The 2021 Incentive Plan providesfor awardsof up to an aggtegsfi¢lod
issued and outstanding shares of our common stock (ona fully dilutedbasis) at the time of the awards, subject to a maximum
FgEse&&hares of the Company’scommon stockthat may be issued under the 2021 IncentivePlan. The 2021 Incentive Plan
the 2012 I8pkaese Plan, and no further grants will be made underthe 2012 Incentive Plan. However, any outstanding awards
nodertheentivePlan will continue in accordancewith the terms of the 2012 Incentive Plan and any award agreement executed
Hbnnection with such outstandingawards.
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Performance Units

The Companyhas issued, and may in the futureissue additional, performance units under the IncentivePlans to certain
officé¥eaiiManployees of its Manager. “Performance Units” vest after the end of a defined performanceperiod, basedon
she pfagdpmahce conditions set forthin the performanceunit agreement. When earned, each Performance Unit will be settled
bgiihAce of one share of the Company’scommon stock,at which time the Performance Unit will be cancelled. The
Berfarmangdehdisquivalent rights, whichentitle the Participantsto receive distributionsdeclared by the Companyon common
sicihdPuéEehe right to vote the underlying shares of common stock. Performance Units are subject to forfeiture should the
Ieigiein#ivaas an executiveofficer or employee of the Companyor the Manager. Compensationexpense for the Performance
Igelttded inincentive compensationon the statementsof operations, is recognizedover the remaining vesting periodonce it
pe6BaRRE that the performance conditions will be achieved.

The followingtable presentsinformationrelated to Performance Units outstandingduring the three monthsended March
20281, 2022 and

(% in thousands, except per share data)

Three Months Ended March 31,

2022 2021
Weighted Weighted
Average Average
Grant Date Grant
Shares Fair Value Shares DPaie Value
Unvested, beginning of period 133,223  $ 5.88 4,554 $ 7.45
Granted 175,572 3.31 137,897 5.88
Vested and issued (13,322) 5.88 (2,277) 7.45
Unvested, end of period 295,473 $ 4.35 140,174  $ 5.91
Compensation expense during period $ 106 $ 3
Unrecognized compensation expense, end of period $ 942 $ 812
Intrinsic value, end of period $ 960 $ 842
Weighted-average remaining vesting term (in years) 1.8 2.1
Stock Awards

The Companyhas issued, and may in the futureissue additional,immediately vested commonstock under the Incentive
certdilapgdoutiveofficers and employees of its MariBerfollowingtable presentsinformationrelated to fully vested common
issued duringthe three months endedMarch 31, 202205%d 2021. All of the fullyvested sharesof common stock issued
ehisiEsteadaE®larch 31,2022 and 2021, and the related compensationexpense, weregranted withrespect to service
pesfasmedduringided December 31, 2021 and 2020, respectively.

(% in thousands, except per share data)

Three Months Ended March

32022 2021
Fully vested shares granted 175,572 137,897
Weighted average grant date price per share $ 3.31 $ 5.88
Compensation expense related to fully vested shares of common stock awards $ 581 $ 811

19



Deferred Stock Units

Non-employeedirectors receive a portion of their compensationin the form of deferredstock unit awards (“DSUs”)
InceRtiksRIriS. thach DSU represents a right toreceive one share of the Company’scommon stock. Beginning in 2022, each
Bffployee directorcan elect to receive all of his or her compensationin the form of DSUs The DSUs are immediately vested
gadleckat a future date based on the electionof the individual participant. Compensationexpense forthe DSUsiis included in
fdreciarbliability insurancein the statementsof operations. The DSUs contain dividendequivalent rights, whichentitle the
Pagticipaétabutionsdeclared by the Companyon commonstock. These dividendequivalentrights are settled in cash or
atlehitigaatioipllst’selection. The DSUs do not includethe rightto vote the underlying shares of common stock.

The followingtable presentsinformationrelated to the DSUs outstanding during the three monthsended March 31,
2022 and 2021.

($ in thousands, except per share data)

Three Months Ended March 31,

2022 2021
Weighted Weighted
Average Average
Grant Date Grant
Shares Fair Value Shares Daie Value
Outstanding, beginning of period 142,976  $ 5.38 90,946 $ 5.44
Granted and vested 15,273 4.39 10,422 5.31
Outstanding, end of period 158,249 $ 5.29 101,368 $ 5.43
Compensation expense during period $ 75 $ 45
Intrinsic value, end of period $ 514 $ 609

NOTE 9. COMMITMENTS AND CONTINGENCIES

From time to time, the Company may become involved in various claims andlegal actions arising in the
busifedinanaeeuested is not aware of any reported or unreported contingencies at March 31, 2022.

NOTE 10. INCOME TAXES

The Company will generally not be subject to U.S. federal income tax onits REIT taxable income to the extent that it
REItisisibblesritome to its stockholders and satisfies the ongoing REIT requirements, including meeting certain asset,
HRGERGVARErship tests. A REIT must generally distribute at least 90% of its REIT taxable income, determined without
tkearetiond1for dividends paid and excluding net capital gain, to its stockholders, annually to maintain REIT status. An
dieauwinh efurhieh 85% of its REIT ordinary income and 95% of its REIT capital gain net income, plus certain undistributed
HIEOME{ABIR years, must be distributed within the taxable year, in order to avoid the imposition of an excise tax. The
Brelagigdngay be distributed up to the end of the following taxable year, provided the REIT elects to treat such amountas a
diseibieabn and meets certain other requirements.
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NOTE 11. EARNINGS PER SHARE (EPS)

The Companyhad dividendeligible Performance Units and Deferred Stock Units that were outstanding during the three
ende@ovidigh 31, 2022 and 2021. The basic and diluted per share computationsinclude theseunvested PerformanceUnits and
$pteredits if there is income available to common stock, as they have dividend participationrights. The unvested
PritlaaasesditnilaiagHave no contractualobligation to share in losses. Because thereis no such obligation, the unvested
Prriierandiloeferred Stock Units are not includedin the basicand diluted EPS computationswhen no incomeis availableto
608IRBEAEkey are considered participatingsecurities.

The table below reconcilesthe numeratorand denominatorof EPS forthe three months endedMarch 31,2022
and 2021.

(in thousands, except per share information)

Three Months Ended March

31, 2022 2021

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

Net loss - Basic and diluted $ (148,727)$ (29,369)
Weighted average shares of common stock:

Shares of common stock outstanding at the balance sheet date 177,117 94,411

Effect of weighting (119) (9,066)
Weighted average shares-basic and diluted 176,998 85,345
Net loss per common share:

Basic and diluted $ 0.84)% (0.34)
Anti-dilutive incentive shares not included in calculation 454 242

NOTE 12. FAIR VALUE

The frameworkfor using fair value to measure assets and liabilities defines fairvalue as theprice that would be received
asset@$¢Jdidito transfera liability (an exit price). A fair value measure shouldreflect the assumptions that market participants
piaeigbisRitsset orliability, includingthe assumptionsabout therisk inherentin a particularvaluation technique, the effect of
anedigicsledr use of an asset andthe risk of non-performance. Required disclosures include stratificationof balance sheet
aieasied at fair valuebased oninputs the Company usesto derive fair value measurements. These stratificationsare:

e Level 1 valuations,where the valuation is based on quoted marketprices foridentical assets orliabilities traded in
pwiivehmackede exchanges and over-the-countermarkets withsufficient volume),

e Level 2 valuations,where the valuation is based on quoted marketprices for similar instrumentstraded in active
prackefogiduetcal or similar instrumentsin markets that are not active and model-basedvaluation techniques for
siphafialint assumptions are observablein the market,and

e Level 3 valuations,where the valuation is generated from model-basedtechniques that use significant assumptions
Bbtervable in the market,but observablebased on Company-specificdata. These unobservableassumptions reflect
thémpany’s ownestimates for assumptionsthat market participantswould use in pricing the asset or liability.
MelwatdRs typically include optionpricing models, discountedcash flow models and similar techniques,but may
akwodichiéhsrices of assets orliabilities that are not directly comparable to the subjectasset or liability.

21



The Company'sRMBS and TBA securitiesare Level 2 valuations,and such valuationscurrently are determinedby the
based@mpadgpendent pricing sourcesand/or third party brokerquotes, whenavailable. Because the price estimatesmay vary,
thémpany mustmake certainjudgments and assumptionsabout the appropriateprice touse to calculatethe fairvalues. The
{herndépeaddnt pricing sourcesuse various valuation techniquesto determinethe price of the Company’ssecurities. These
igehidgustsserving the most recent marketfor like oridentical assets (includingsecurity coupon, maturity, yield, and
ppepaypapispesdshiques to determinemarket creditspreads (optionadjusted spread, zero volatilityspread, spreadto the U.S.
dueaswiyspread to a benchmark such as aTBA), and model drivenapproaches (the discounted cash flow method, Black
Salptesiddels which rely upon observablemarket ratessuch as theterm structureof interestrates and volatility). The
pPRiapriatehphaskd is basedon market convention. The pricingsource determinesthe spread of recently observed trade
abgeitizbie markets forassets similarto those being priced. The spreadis then adjustedbased on variancesin certain
BhaRaariiEfsarket observationand the assetbeing priced. Those characteristicsinclude: type of asset, the expected lifeof the
aesstlfyeand predictabilityof the expected future cash flows of the asset, whether the coupon of the assetis fixed oradjustable,
Harantor of the securityif applicable,the coupon, the maturity, the issuer, size of the underlyingloans, year in which the
wderbyipmiaaasioan to valueratio, statein which the underlyingloans reside, credit scoreof the underlyingborrowers and
fthepyapidhtesThe fair value of thesecurity is determined by using the adjustedspread.

The Company’sU.S. Treasury Notes are based on quoted pricesfor identicalinstruments in active markets and are

Levelasaddetas

The Company’sfutures contractsare Level 1 valuations,as they areexchange-tradedinstruments and quoted market
readplsicasdlable. Futures contractsare settled daily. The Company’sinterest rate swaps and interestrate swaptionsare Level 2
valuations. The fairvalue of interestrate swapsis determinedusing a discountedcash flow approach using forwardmarket
HM@'@REaifstrates, whichare observableinputs. The fair value of interestrate swaptionsis determinedusing an optionpricing
model.

RMBS (basedon the fairvalue option),derivatives and TBA securitieswere recordedat fair valueon a recurringbasis
threelwigighsended March 31, 2022 and 2021. When determining fair value measurements,the Company considers the
pdivanpadeswBasirket in which itwould transactand considersassumptions that market participantswould use when pricing
thansgbssible, the Companylooks to active and observable markets to price identicalassets. When identicalassets are not
taded imarkets, the Companylooks to market observabledata for similar assets.

The followingtable presentsfinancial assets (liabilities)measured at fair valueon a recurringbasis as of March
Deceérhb22 apd21Derivative contracts are reportedas a net position by contract type, and not based on master netting arrangements.
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(in thousands)

Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs

(Level 1) (Level 2) (Level 3)
March 31, 2022
Mortgage-backed securities - $ 4,580,594 $ -
U.S. Treasury Notes 36,477 - -
Interest rate swaps - 65,194 -
Interest rate swaptions - 34,827 -
Interest rate caps - 1,354 -
December 31, 2021
Mortgage-backed securities -5 6,511,095 $ -
U.S. Treasury Notes 37,175 - -
Interest rate swaps - 26,431 -
Interest rate swaptions - 17,070 -
TBA securities - (304) -

During the three months ended March 31, 2022 and 2021, there were no transfers of financial assets or liabilities
2 orbetween levels 1,

NOTE 13. RELATED PARTY TRANSACTIONS

Management Agreement

The Company is externally managed and advised by Bimini Advisors, LLC (the “Manager”) pursuant to the terms of
management agreement. The management agreement has been renewed thrdiggituary 20, 20238nd provides for automatic
year extension options thereafter and is subject to certain termination rights. Under the term8Rff-the management
Agaegmants Heponsible for administering the business activities and day-to-day operations of the Company. The Manager
A6eiy nanagement fee in the amount of:

One-twelfth of 1.5% of the first $250 million of the Company’s month-end equity, as defined in the management
agreamentsh of 1.25% of the Company’s month-end equity that is greater than $250 million and less than or equal
1ifi509 and

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

On April 1, 2022, pursuant to the third amendment to the management agreement entered into on November 16, 2021,
Manail#@ began providing certain repurchase agreement trading, clearing and administrative services to the Company that
peelbeasly provided by AVM, L.P. under an agreement terminated on March 31, 2022. In consideration for such services,
{ha1GRRMEYollowing fees to the Manager:

e A daily fee equal to the outstanding principal balance of repurchase agreement funding in place as of the end of
sightig#ed by 1.5 basis points for the amount of aggregate outstanding principal balance less than or equal to $5
hilliaplieddy 1.0 basis points for any amount of aggregate outstanding principal balance in excess of $5 billion,

e Mee for the clearing and operational services provided by personnel of the Manager equal to $10,000 per month.
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The Company is obligated to reimburse the Manager for any direct expenses incurred on its behalf and to pay the
Comp¥tayagsiothgta portion of certain overhead costs set forth in the management agreement. Should the Company
taEmABeiAdhe agreement without cause, it will pay the Manager a termination fee equal to three times the average annual
feanagei@fined in the management agreement, before or on the last day of the term of the agreement.

Total expenses recorded for the management fee and allocated overhead incurred were approxiatelijlHn and20
million for the three months ended March 31, 2022 and 2021, respectively. At March 31, 2022 and December 31, 2021, the
taeadaftilliates was approximatelylfmillion and %1 million, respectively.

Other Relationships with Bimini

Robert Cauley, our Chief Executive Officer and Chairman of our Board of Directors, also serves as Chief Executive
Chairfdfiicef @idBoard of Directors of Bimini and owns shares of common stock of Bimini. George H. Haas, IV, our Chief
BiffaceiaChief Investment Officer, Secretary and a member of our Board of Directors, also serves as the Chief Financial
Dificer &driefificer and Treasurer of Bimini and owns shares of common stock of Bimini. In addition, as of March 31,
80bdBiB9B35 7shares, orl.5%, 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 read in conjunction with the financial
statements and notes to those statements included in Item 1 of this Form 10-Q. The discussion may contain certain forward-
lokingnts that involve risks and uncertainties. Forward-looking statements are those that are not historical in nature. As a result
fany factors, such as those set forth under “Risk Factors” in our most recent Annual Report on Form 10-K, our actual 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 issued and
guaranteed by a federally chartered corporation or agency (“Agency RMBS”). Our investment strategy focuses on, and our
porgitioof, two categories of Agency RMBS: (i) traditional pass-through Agency RMBS, such as mortgage pass-through
fesiEdcB{eFannie Mae, Freddie Mac or Ginnie Mae (the “GSEs”) and collateralized mortgage obligations (“CMOs”) issued by the
EPESRMBS”) and (ii) structured Agency RMBS, such as interest-only securities (“I0s”), inverse interest-only securities (“I10s”)
phihcipal only securities (“POs”), among other types of structured Agency RMBS. We were formed by Bimini in August 2010,
commenced operations on November 24, 2010 and completed our initial public offering (“IPO”) on February 20, 2013. We are
externally managed by Bimini Advisors, an investment adviser registered with the Securities and Exchange Commission (the
“SEC”).

Our business objective is to provide attractive risk-adjusted total returns over the long term through a combination of capital
appreciation and the payment of regular monthly distributions. We intend to achieve this objective by investing in and
stategifialbapital between the two categories of Agency RMBS described above. We seek to generate income from (i) the net
interdst on our leveraged PT RMBS portfolio and the leveraged portion of our structured Agency RMBS portfolio, and (ii) the
interest we generate from the unleveraged portion of our structured Agency RMBS portfolio. We intend to fund our PT RMBS
@Bain of our structured Agency RMBS through short-term borrowings structured as repurchase agreements. PT RMBS and
ety MBS typically exhibit materially different sensitivities to movements in interestrates. Declines in the value of one
peiyfbli®ffset by appreciation in the other. The percentage of capital that we allocate to our two Agency RMBS asset categories
viaty and will be actively managed in an effort to maintain the level of income generated by the combined portfolios, the stability
ddide stream and the stability of the value of the combined portfolios. We believe that this strategy will enhance our liquidity,
earnings, 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 Code of 1986, as
amended (the “Code”). We generally will not be subject to U.S. federal income tax to the extent that we currently distribute all of
BEIT taxable income (as defined in the Code) to our stockholders and maintain our REIT qualification.

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

On August 4, 2020, we entered into an equity distribution agreement (the “August 2020 Equity Distribution Agreement”) with
saled@igients pursuant to which we could offer and sell, from time to time, up to an aggregate amount of $150,000,000 of shares of
e9lhmon stock in transactions that were deemed to be “at the market” offerings and privately negotiated transactions. We issued a

ftal7,493,650 shares under the August 2020 Equity Distribution Agreement for aggregate gross proceeds of approximately $150.0
million, and net proceeds of approximately $147.4 million, after commissions and fees, prior to its termination in June 2021.

25



On January 20, 2021, we entered into an underwriting agreement (the “January 2021 Underwriting Agreement”) with J.P.
SecdvigieganL.C (“J.P. Morgan”), relating to the offer and sale of 7,600,000 shares of our common stock. J.P. Morgan purchased
th@res of our common stock from the Company pursuant to the January 2021 Underwriting Agreement at $5.20 per share. In
additiented J.P. Morgan a 30-day option to purchase up to an additional 1,140,000 shares of our common stock on the same terms
@Bflditions, which J.P. Morgan exercised in full on January 21, 2021. The closing of the offering of 8,740,000 shares of our
s@akneccurred on January 25, 2021, with proceeds to us of approximately $45.2 million, net of offering expenses.

On March 2, 2021, we entered into an underwriting agreement (the “March 2021 Underwriting Agreement”) with J.P.
relatMigrgathe offer and sale of 8,000,000 shares of our common stock. J.P. Morgan purchased the shares of our common stock
frerCompany pursuant to the March 2021 Underwriting Agreement at $5.45 per share. In addition, we granted J.P. Morgan a 30-
#p¥ion to purchase up to an additional 1,200,000 shares of our common stock on the same terms and conditions, which J.P.
Mergsed in full on March 3, 2021. The closing of the offering of 9,200,000 shares of our common stock occurred on March 5,
% proceeds to us of approximately $50.0 million, net of offering expenses.

On June 22, 2021, we entered into an equity distribution agreement (the “June 2021 Equity Distribution Agreement”) with
saled@igients pursuant to which we could offer and sell, from time to time, up to an aggregate amount of $250,000,000 of shares of
B89lhmon stock in transactions that were deemed to be “at the market” offerings and privately negotiated transactions. We issued a
1tab, 407,336 shares under the June 2021 Equity Distribution Agreement for aggregate gross proceeds of approximately $250.0
million, and net proceeds of approximately $246.2 million, after commissions and fees, prior to its termination in October 2021.

On October 29, 2021, we entered into an equity distribution agreement (the “October 2021 Equity Distribution Agreement™)
fourwilles agents pursuant to which we may offer and sell, from time to time, up to an aggregate amount of $250,000,000 of shares
efir common stock in transactions that are deemed to be “at the market” offerings and privately negotiated transactions. Through
Mazh22, we issued a total of 15,835,700 shares under the October 2021 Equity Distribution Agreement for aggregate gross
BrOgsdscimately $78.3 million, and net proceeds of approximately $77.0 million, after 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 common
The $i@6#g, manner, price and amount of any repurchases is determined by the Company in its discretion and is subjectto
gfANeEHEet conditions, stock price, applicable legal requirements and other factors. The authorization does not obligate the
fooaagaire any particular amount of common stock and the program may be suspended or discontinued at the Company’s
ARESEOPrior notice. On February 8, 2018, the Board of Directors approved an increase in the stock repurchase program for up to
additional 4,522,822 shares of the Company’s common stock. Coupled with the 783,757 shares remaining from the original
25200 Al8Borization, the increased authorization brought the total authorization to 5,306,579 shares, representing 10% of the
Company’s then outstanding share count. On December 9, 2021, the Board of Directors approved an increase in the number of
sliakks Company’s common stock available in the stock repurchase program for up to an additional 16,861,994 shares, bringing the
remaining authorization under the stock repurchase program to 17,699,305 shares, representing approximately 10% of the
{HeBAading shares of common stock. This stock repurchase program has no termination date.

From the inception of the stock repurchase program through March 31, 2022, the Company repurchased a total of 5,685,511
shares at an aggregate cost of approximately $40.4 million, including commissions and fees, for a weighted average price of $7.10
Pkére. The Company did not repurchase any shares of its common stock during the three months ended March 31, 2022 or the
¥gaded December 31, 2021.
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Factors that Affect our Results of Operations and Financial Condition

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

interest rate trends;

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

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

actions taken by the U.S. government, including the presidential administration, the Federal Reserve (the “Fed”), the
Fedwjidlg Financing Agency (the “FHFA”), Federal Housing Administration (the “FHA”), the Federal Open Market
(EhefBUREC”) and the U.S. Treasury;

prepayment rates on mortgages underlying our Agency RMBS and credit trends insofar as they affect prepayment rates;
8tger market developments.

In addition, a variety of factors relating to our business may also impact our results of operations and financial condition.
factor§igstude:

our degree of leverage;

our access to funding and borrowing capacity;
our borrowing costs;

our hedging activities;

the market value of our investments

increases in our cost of funds resulting from increases in the Fed Funds rate thatare controlled by the Fed and are likely to
continue to occur in 2022; and

e the requirements to qualify as a REIT and the requirements to qualify fora registration exemption under the Investment
Company Act.

Results of Operations

Described below are the Company’sresults of operations for the three monthsended March 31, 2022, as compared to the
Company’s resultsof operationsfor the threemonths ended March 31, 2021.

Net (Loss)Income Summary

Net loss for the threemonths endedMarch 31,2022 was $148.7 million,or $0.84 per share. Net loss for the threemonths ended
March 31,2021 was $29.4 million,or $0.34 per share. The componentsof net loss for the threemonths endedMarch 31,2022 and
8l¥hl with the changes in those components are presentedin the tablebelow:

(in thousands)

2022 2021 Change
Interest income $ 41,857 $ 26,856 $ 15,001
Interest expense (2,655) (1,941) (714)
Net interest income 39,202 24,915 14,287
Losses on RMBS and derivative contracts (183,232) (50,791) (132,441)
Net portfolio deficiency (144,030) (25,876) (118,154)
Expenses (4,697) (3,493) (1,204)
Net loss $ (148,727)% (29,369)$  (119,358)
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GAAP and Non-GAAP Reconciliations

In addition to the resultspresented in accordancewith GAAP, our resultsof operationsdiscussed below includecertain non-
finanG &4 ormation, including “Net Earnings Excluding Realized and Unrealized Gains and Losses”, “EconomicInterest Expense”
8B¢onomic Net InterestIncome.”

Net Earnings Excluding Realized and Unrealized Gains and Losses

We have electedto account for our Agency RMBSunder the fair value option. Securitiesheld under the fair value optionare
recorded at estimatedfair value, with changesin the fair value recordedas unrealizedgains orlosses throughthe statements of
operations.

In addition,we have notdesignated our derivativefinancial instrumentsused for hedging purposesas hedges for accounting
purposes, but rather hold them for economichedging purposes.Changes in fair value of these instruments are presentedin a separate
line itemin the Company’sstatements of operationsand are notincluded ininterest expense. As such, for financialreporting
mEpesesxpense and cost of fundsare not impactedby the fluctuationin value of the derivativeinstruments.

Presenting net earningsexcluding realized andunrealized gains and losses allowsmanagementto: (i) isolatethe net interest
and olee@epenses of the Companyover time, free of all fair value adjustments and (ii) assess the effectiveness of our fundingand
hedging strategieson our capitalallocation decisions and our asset allocationperformance. Our funding and hedging strategies,
gHpitation and asset selection are integralto our risk management strategy, and thereforecritical to the managementof our portfolio.
Méieve thatthe presentationof our net earnings excluding realized and unrealizedgains is usefulto investorsbecause it provides a
gfeamsmparing our results of operationsto those of our peerswho have notelected the same accountingtreatment. Our presentationof
aginings excluding realized andunrealized gains and losses may not be comparableto similarly-titledmeasures of other companies,
mh9 use differentcalculations. As a result, net earningsexcluding realized andunrealized gains and losses shouldnot be consideredas
8ubstitute for our GAAPnet income (loss) as a measure of our financial performance or any measureof our liquidityunder GAAP.
thide below presents a reconciliationof our netincome (loss)determined in accordancewith GAAP and net earningsexcluding
EealigAfealized gains and losses.

Described below are the Company’s results of operations for the three monthsended March 31, 2022, as compared to the

Company’s resultsof operationsfor each of the three months ended December 31, 2021, September 30, 2021, June 30,2021 and
Mamzbo1.

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) Losses) Losses (GAAP) Losses Losses
Three Months Ended
March 31, 2022 $ (148,727)$ (183,232)$ 34,505 $ (0.84)$ (1.04)$ 0.20
December 31, 2021 (44,564) (82,597) 38,033 (0.27) (0.49) 0.22
September 30, 2021 26,038 (2,887) 28,925 0.20 (0.02) 0.22
June 30, 2021 (16,865) (40,844) 23,979 (0.17) (0.41) 0.24
March 31, 2021 (29,369) (50,791) 21,422 (0.34) (0.60) 0.26

(1) Includes realizedand unrealized gains (losses)on RMBS and derivativefinancial instruments,including netinterest incomeor expense on
iaterewtaps.
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Economic InterestExpense and Economic NetInterest Income

We use derivativeand other hedging instruments,specifically Eurodollar, Fed Funds and T-Note futures contracts, short
U.S. WeskidappiBcurities, interest rate swaps and swaptions, to hedge a portion of the interestrate risk on repurchaseagreementsin a
rising rate environment.

We have notelected to designate our derivativeholdings forhedge accountingtreatment. Changes in fair value of these
are piaséntEtHAts separateline itemin our statementsof operationsand not includedin interestexpense. As such, for financial
PROPULRS, interest expense and cost of fundsare not impactedby the fluctuationin value of the derivativeinstruments.

For the purposeof computingeconomic netinterestincome andratios relatingto cost of funds measures, GAAP interest
has begp@djasted toreflect therealized andunrealized gains orlosses on certain derivativeinstrumentsthe Companyuses,
srAGdsay FedFunds and U.S. Treasury futures, and interestrate swaps and swaptions, that pertainto each period presented. We
believe thatadjusting our interestexpense forthe periods presented by the gainsor losses on these derivative instruments would not
accurately reflect our economic interest expense for these periods. The reason s that thesederivative instruments may cover periods
taénd into the future, not just thecurrent period. Any realizedor unrealizedgains orlosses on the instrumentsreflect the change in
market valueof the instrumentcaused by changes inunderlyinginterest rates applicableto the termcovered by the instrument, not
jetcurrentperiod. Foreach period presented, we have combinedthe effects of the derivativefinancial instruments in place forthe
respective period withthe actual interest expense incurredon borrowingsto reflect total economicinterest expense for the applicable
period. Interestexpense, includingthe effect of derivativeinstrumentsfor the period, is referredto as economicinterest expense. Net
interest income, when calculatedto include the effect of derivativeinstruments for the period, is referredto as economicnet interest
income. Thispresentationincludes gains orlosses onall contractsin effect duringthe reportingperiod, coveringthe current period as
weperiods in the future.

The Companymay investin TBAs, which are forward contractsfor the purchaseor sale of Agency RMBSat a predetermined
face @GNt issuer, coupon and stated maturity on an agreed-upon future date. The specific Agency RMBSto be deliveredinto the
contract are not knownuntil shortlybefore the settlement date. We may choose, priorto settlement,to move the settlement of these
securities out to alater date by entering into a dollarroll transaction. The Agency RMBS purchasedor sold fora forward settlement
dedaypicallypriced ata discountto equivalentsecurities settling in the currentmonth. Consequently, forward purchases of Agency
RMRBSllarroll transactionsrepresenta form of off-balance sheet financing. These TBAs are accountedfor as derivativesand marked
fAarket throughthe income statement. Gains or losseson TBAs are includedwith gains or losses on other derivative contracts and are
Mtluded ininterestincome for purposes of the discussionsbelow.

We believe that economicinterest expense and economicnet interestincome providemeaningful information to consider, in
to thefdifi@itiveamounts preparedin accordancewith GAAP. The non-GAAPmeasures helpmanagement to evaluate its financial
position andperformance without theeffects of certain transactionsand GA AP adjustments that are not necessarilyindicative of our
current investmentportfolio or operations. The unrealizedgains orlosses on derivative instruments presented in our statements of
operations are not necessarilyrepresentativeof the totalinterestrate expensethat we willultimately realize. Thisis because as interest
rates move up or down in the future, the gains or losses we ultimatelyrealize, and which will affect ourtotal interestrate expensein
petasels, may differ from the unrealized gains orlosses recognizedas of the reporting date.

Our presentationof the economicvalue of ourhedging strategyhas importantlimitations. First, othermarket participantsmay
calculate economic interest expense andeconomic netinterest income differentlythan the way we calculatethem. Second, while we
believe thatthe calculationof the economicvalue of ourhedging strategy described above helps to present our financial position and
performance, it may be of limited usefulness as an analyticaltool. Therefore,the economicvalue of our investmentstrategy should
niabed inisolation and is nota substitute for interestexpense andnet interestincome computedin accordancewith GAAP.
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The tables below presenta reconciliationof the adjustmentsto interestexpense shownfor each period relativeto our derivative
instruments,and the incomestatement line item, gains (losses)on derivativeinstruments, calculated in accordancewith GAAP for
gaGlhter of 2022 to dateand 2021.

Gains (Losses) on Derivative Instruments

(in thousands)

Funding Hedges

Recognized in Attributed to Attributed to
Income U.S. Treasury and TBA Current Future
Statement Securities Gain (Loss) Period Periods

(GAAP) (Short Positions)  (Long Positions) (Non-GAAP) (Non-GAAP)
Three Months Ended
March 31, 2022 $ 177,816 $ 2,539 $ 27 $ (1,287)$ 176,537
December 31, 2021 10,945 2,568 - (7,949) $ 16,326
September 30, 2021 5,375 (2,306) - (1,248)$ 8,929
June 30, 2021 (34,915) (5,963) - (5,104) $ (23,848)
March 31, 2021 45,472 9,133 (8,559) (4,049 $ 48,942

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 Period) Expense? Income Incomé®
Three Months Ended
March 31, 2022 $ 41,857 $ 2,655 $ (1,287) $ 3,942 $ 39,202 $ 37,915
December 31, 2021 44,421 2,023 (7,949) 9,972 42,398 34,449
September 30, 2021 34,169 1,570 (1,248) 2,818 32,599 31,351
June 30, 2021 29,254 1,556 (5,104) 6,660 27,698 22,594
March 31, 2021 26,856 1,941 (4,044) 5,985 24,915 20,871

(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 three monthsended March 31, 2022, we generated$39.2 millionof net interestincome, consistingof $41.9 million of
interestincome from RMBS assetsoffset by $2.7million of interest expense onborrowings. For the comparableperiod ended March
3021, we generated $24.9 millionof net interestincome, consistingof $26.9 million of interest income from RMBS assetsoffset by
fiil%ion of interest expense onborrowings. The $15.0 million increasein interestincome was due to a 36 basis point ("bps")increase
ihe yield on average RMBS, partially offset by the$1,513.1 million increasein average RMBS. The $0.7 million increase in interest
expense was due to a$1,465.5 million increasein average outstanding borrowings. We had more average assetsand borrowings
eherifigst quarter of 2022 comparedto the firstquarter of 2021 as we deployed the proceeds of our capitalraising activityduring the
¥fAded December31, 2021.
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On an economicbasis, our interest expense on borrowings for the threemonths endedMarch 31,2022 and 2021 was $3.9 million
and $6.0 million, respectively,resulting in $37.9 million and $20.9 millionof economic net interestincome, respectively. The lower
economic interestexpense duringthe three months endedMarch 31,2022 was due to the positive performanceof our hedging
daiivigiele period.

The tablesbelow provideinformation on our portfolioaverage balances,interestincome, yieldon assets, average borrowings,
expditerasdstof funds, net interestincome and net interestspread foreach quarterin 2022 to date and 2021 on botha GAAP and

economic basis.

($ in thousands)

Average Yield on Interest Expense Average Cost of Funds
RMBS Interest  Average Average GAAP Economic GAAP Economic
Held? Income RMBS Borrowing$) Basis Basis?® Basis Basis®
Three Months Ended
March 31, 2022 $ 5,545,844 $ 41,857 3.02% $ 5,354,107 $ 2,655 $ 3,942 0.20% 0.29%
December 31, 2021 6,056,259 44,421 2.93% 5,728,988 2,023 9,972 0.14% 0.70%
September 30, 2021 5,136,331 34,169 2.66% 4,864,287 1,570 2,818 0.13% 0.23%
June 30, 2021 4,504,887 29,254 2.60% 4,348,192 1,556 6,660 0.14% 0.61%
March 31, 2021 4,032,716 26,856 2.66% 3,888,633 1,941 5,985 0.20% 0.62%
($ in thousands)
Net Interest Income Net Interest Spread
GAAP Economic GAAP Economic
Basis Basis® Basis Basis®
Three Months Ended
March 31, 2022 $ 39,202 $ 37,913 2.82% 2.73%
December 31, 2021 42,398 34,449 2.79% 2.23%
September 30, 2021 32,599 31,351 2.53% 2.43%
June 30, 2021 27,698 22,594 2.46% 1.99%
March 31, 2021 24,915 20,871 2.46% 2.04%

(1) Portfolio yields and costs of borrowings presented in the tables above and the tables on pages 32 and 33 are calculated based on the
average balances of the underlying investment portfolio/borrowings balances and are annualized for the periods presented. Average
balances for quarterly periods are calculated using two data points, the beginning and ending balances.

(2) Economic interest expense and economic net interest incpmesented in the table above and the tables on page 32 include the effect

of our derivative instrument hedges for only the periods presented.
(3) Represents interest cost of our borrowings and the effect of derivative instrument hedges attributed to the period divided by average

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

Interest Income and Average Asset Yield

Our interestincome forthe three months endedMarch 31,2022 and 2021 was $41.9 millionand $26.9 million, respectively. We
aver@éd RMBSholdings of $5,545.8 million and $4,032.7 million forthe three months endedMarch 31,2022 and 2021, respectively.
y1d18 on ourportfolio was 3.02% and 2.66% for the threemonths endedMarch 31,2022 and 2021, respectively.For the threemonths
ended March 31, 2022 as comparedto the threemonths endedMarch 31, 2021, therewas a $15.0million increasein interestincome
€18 36 bpsincrease inthe yield on average RMBS, combined witha $1,513.1 million increasein average RMBS.
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The table below presentsthe average portfolio size, income and yields of our respectivesub-portfolios, consisting of structured
and RVIBSIBS for each quarterin 2022 to date and 2021.

(% in thousands)

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

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

March 31, 2022 $ 5,335,353 $ 210,491 $ 5,545,844 $ 40,066 $ 1,791 $ 41,857 3.00% 3.40%  3.02%
December 31, 2021 5,878,376 177,883 6,056,259 42,673 1,748 44,421 2.90% 3.93% 2.93%
September 30, 2021 5,016,550 119,781 5,136,331 33,111 1,058 34,169 2.64% 3.53% 2.66%
June 30, 2021 4,436,135 68,752 4,504,887 29,286 (32) 29,254 2.64% (0.18)%  2.60%
March 31, 2021 3,997,965 34,751 4,032,716 26,869 (13) 26,856 2.69% (0.15)%  2.66%

Interest Expense and the Cost of Funds

We had average outstanding borrowings of $5,354.1 million and $3,888.6 million and total interestexpense of $2.7 million and
millfoh%or the three months endedMarch 31,2022 and 2021, respectively.Our average cost of fundswas 0.20% for both the three
EIedMarch 31, 2022 and 2021. Contributingto the increasein interest expense wasa $1,465.5 million increasein average
butstmilingduring the three monthsended March 31, 2022 as comparedto the threemonths endedMarch 31,2021.

Our economicinterest expense was $3.9 million and $6.0 millionfor the threemonths endedMarch 31, 2022 and 2021,
TherespasdB3¥bps decrease in the average economic costof fundsto 0.29% for the threemonths endedMarch 31,2022 from 0.62%
{BE three months endedMarch 31,2021.

Since all of our repurchaseagreements are short-term, changes in market ratesdirectly affectour interestexpense. Ouraverage
of 594§ calculated on a GAAPbasis was 5 bps belowthe average one-month LIBOR and 56 bps belowthe average six-month
HBgBrterended March 31, 2022. Our average economic costof funds was 4 bps above the average one-monthLIBOR and 47 bps
below the average six-month LIBOR forthe quarterended March 31, 2022. The average term to maturityof the outstanding
EREBERASEs was 22 daysat March 31, 2022 and 27 days at December31, 2021.

The tablesbelow presentthe average balance of borrowings outstanding, interest expense andaverage costof funds, and average
one-month and six-month LIBOR ratesfor each quarter in 2022 to date and 2021 on both a GAAP and economic basis.

($ in thousands)

Average Interest Expense Average Cost of Funds
Balance of GAAP Economic GAAP Economic
Three Months Ended Borrowings Basis Basis Basis Basis
March 31, 2022 $ 5,354,107 $ 2,655 $ 3,942 0.20% 0.29%
December 31, 2021 5,728,988 2,023 9,972 0.14% 0.70%
September 30, 2021 4,864,287 1,570 2,818 0.13% 0.23%
June 30, 2021 4,348,192 1,556 6,660 0.14% 0.61%
March 31, 2021 3,888,633 1,941 5,985 0.20% 0.62%
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Average GAAP Cost of Funds

Relative to Average

Average Economic Cost of Funds

Relative to Average

Average LIBOR One-Month Six-Month One-Month Six-Month
One-Month Six-Month LIBOR LIBOR LIBOR LIBOR

Three Months Ended

March 31, 2022 0.25% 0.76% (0.05)% (0.56)% 0.04% (0.47)%
December 31, 2021 0.09% 0.23% 0.05% (0.09)% 0.61% 0.47%
September 30, 2021 0.09% 0.16% 0.04% (0.03)% 0.14% 0.07%
June 30, 2021 0.10% 0.18% 0.04% (0.04)% 0.51% 0.43%
March 31, 2021 0.13% 0.23% 0.07% (0.03)% 0.49% 0.39%
Gains or Losses

The table below presentsour gains or losses for the threemonths endedMarch 31, 2022 and 2021.
(in thousands)
2022 2021 Change

Realized losses on sales of RMBS (51,086)$ (7,397)$ (43,689)
Unrealized losses on RMBS (309,962) (88,866) (221,096)
Total losses on RMBS (361,048) (96,263) (264,785)
Gains on interest rate futures 79,895 2,488 77,407
Gains on interest rate swaps 66,284 27,123 39,161
Losses on payer swaptions (short positions) (10,908) (26,167) 15,259
Gains on payer swaptions (long positions) 40,975 40,070 905
Losses on interest rate caps (996) - (996)
Gains on interest rate floors - 1,384 (1,384)
Gains (losses) on TBA securities (long positions) 27 (8,559) 8,586
Gains on TBA securities (short positions) 2,539 9,133 (6,594)
Total (183,232)$ (50,791)$ (132,441)

We invest in RMBS with the intent to earn netincome from the realizedyield on thoseassets overtheir related funding and
costbesigdngt for the purpose of making shortterm gains from sales. However, we have sold, and may continueto sell, existing
aseRIFrEmew assets, whichour managementbelieves mighthave higherrisk-adjustedreturns inlight of currentor anticipatedinterest
fatkssal governmentprograms or general economic conditionsor to manage our balance sheet as partof our asset/liability
Baatagononting the three months ended March 31,2022 and 2021, wereceived proceedsof $1,413.0 million and $988.5 million,

respectively, fromthe sales of RMBS.

Realized and unrealizedgains and losses on RMBS are driven in part by changesin yields and interestrates, whichaffect the
of tifrdagritiesin our portfolio. As rates increased during the three monthsended March 31, 2021, it had anegative impacton our
PBdvtEslio. Gains and losses oninterestrate futurescontracts are affected by changes in impliedforwardrates duringthe reporting
weidadble below presentshistorical interest rate data for each quarter endduring 2022 to date and 2021.
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5 Year 10 Year 15 Year 30 Year Three

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

Rate?) Rate? Mortgage Ratd Mortgage Raf® LIBOR

March 31, 2022 2.42% 2.33% 3.39% 4.17% 0.84%
December 31, 2021 1.26% 1.51% 2.35% 3.10% 0.21%
September 30, 2021 1.00% 1.53% 2.18% 2.90% 0.12%
June 30, 2021 0.87% 1.44% 2.27% 2.98% 0.13%
March 31, 2021 0.94% 1.75% 2.39% 3.08% 0.19%

(1) Historical 5 and 10 Year U.S. Treasury Rates are obtained from quoted end of day prices on the Chicago Board Options Exchange.
(2) Historical 30 Year and 15 Year Fixed Rate Mortgage Rates are obtained from Freddie Mac’s Primary Mortgage Market Survey.
(3) Historical LIBOR is obtained from the Intercontinental Exchange Benchmark Administration Ltd.

Expenses

Total operating expenseswere approximately$4.7 million and $3.5 million for the three months ended March 31,2022 and
respéBdvely. The table below presentsa breakdownof operatingexpenses forthe three months endedMarch 31,2022 and 2021.

(in thousands)

2022 2021 Change
Management fees $ 2,634 $ 1,621 $ 1,013
Overhead allocation 441 404 37
Accrued incentive compensation 237 364 (127)
Directors fees and liability insurance 311 272 39
Audit, legal and other professional fees 304 318 (14)
Other direct REIT operating expenses 643 421 222
Other expenses 127 93 34
Total expenses $ 4,697 $ 3,493 $ 1,204

We are externally managed and advised by Bimini Advisors, LLC (the “Manager”) pursuant to the terms of a management
agreement. The management agreement has been renewed through February 20, 2023 and provides for automatic one-year
ptensiomereafter and is subject to certain termination rights. Under the terms of the management agreement, the Manager is
responsible for administering the business activities and day-to-day operations of the Company. The Manager receives a monthly
management fee in the amount of:

e One-twelfth of 1.5% of the first $250 million of the Company’s month end equity, as defined in the management
o EHiEaReNth of 1.25% of the Company’s month end equity that is greater than $250 million and less than or equal to $500

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

Should the Company terminate the management agreement without cause, it will pay the Manager a termination fee equal to
timeiitRe average annual management fee, as defined in the management agreement, before or on the last day of the term of the

agreement.

The Company is obligated to reimburse the Manager for any direct expenses incurred on its behalf and to pay the Manager the
Company’s pro rata portion of certain overhead costs set forth in the management agreement.
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On April 1, 2022, pursuant to the third amendment to the management agreement entered into on November 16, 2021, the
Manager began providing certain repurchase agreement trading, clearing and administrative services to the Company that had
pe&viously provided by AVM, L.P. under an agreement terminated on March 31, 2022. In consideration for such services, the
ililnpagiyhe following fees to the Manager:

e A daily fee equal to the outstanding principal balance of repurchase agreement funding in place as of the end of such day
multiplied by 1.5 basis points for the amount of aggregate outstanding principal balance less than or equal to $5 billion,
aidtiplied by 1.0 basis points for any amount of aggregate outstanding principal balance in excess of $5 billion, and

e A fee for the clearing and operational services provided by personnel of the Manager equal to $10,000 per month.

The following table summarizes the management fee and overhead allocation expenses for each quarter in 2022 to date and
2021.

(3 in thousands)

Average Average Advisory Services
Orchid Orchid Management Overhead
Three Months Ended MBS Equity Fee Allocation Total
March 31, 2022 $ 5,545,844 $ 853,576 $ 2,634 $ 441 $ 3,075
December 31, 2021 6,056,259 806,382 2,587 443 3,030
September 30, 2021 5,136,331 672,384 2,156 390 2,546
June 30, 2021 4,504,887 542,679 1,792 395 2,187
March 31, 2021 4,032,716 456,687 1,621 404 2,025

Financial Condition:
Mortgage-Backed Securities

As of March 31, 2022, our RMBS portfolio consisted of $4,580.6 million of Agency RMBSat fair valueand had a weighted
coupd§@fssets of 3.11%. During the three monthsended March 31, 2022, we received principal repayments of $157.1 million
comparedto $123.9 million forthe three months endedMarch 31,2021. The average three month prepayment speeds for the
@nde@nylarch 31, 2022 and 2021 were 10.7% and 12.0%, respectively.

The followingtable presentsthe 3-month constant prepaymentrate (“CPR”)experienced on our structuredand PT RMBS sub-
portfolios, on an annualizedbasis, for the quarterlyperiods presented.CPR is amethod of expressing the prepaymentrate fora
PyBlgagEassumes thata constant fraction of the remainingprincipal is prepaid each month or year. Specifically,the CPR in the chart
below representsthe three month prepaymentrate of thesecurities in the respectiveasset category.

Structured

PT RMBS RMBS Total
Three Months Ended Portfolio (%) Portfolio (%) Portfolio (%)
March 31, 2022 8.1 19.5 10.7
December 31, 2021 9.0 24.6 11.4
September 30, 2021 9.8 25.1 12.4
June 30, 2021 10.9 29.9 12.9
March 31, 2021 9.9 40.3 12.0
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The followingtables summarizecertain characteristicsof the Company’sPT RMBS and structuredRMBS as of March 31, 2022
Decafither 31, 2021:

($ in thousands)

Weighted
Percentage Average
of Weighted Maturity
Fair Entire Average in Longest

Asset Category Value Portfolio  Coupon  Months Maturity
March 31, 2022
Fixed Rate RMBS $ 4,372,517 95.5% 3.01% 336 1-Dec-51
Interest-Only Securities 206,617 4.5% 3.42% 257  25-Jan-52
Inverse Interest-Only Securities 1,460 0.0% 3.75% 297  15-Jun-42
Total Mortgage Assets $ 4,580,594 100.0% 3.11% 318  25-Jan-52
December 31, 2021
Fixed Rate RMBS $ 6,298,189 96.7% 2.93% 342 1-Dec-51
Interest-Only Securities 210,382 3.2% 3.40% 263 25-Jan-52
Inverse Interest-Only Securities 2,524 0.1% 3.75% 300 15-Jun-42
Total Mortgage Assets $ 6,511,095 100.0% 3.03% 325 25-Jan-52
(3 in thousands)

March 31, 2022 December 31, 2021
Percentage of Percentage of
Agency Fair Value Entire Portfolio Fair Value Entire Portfolio
Fannie Mae $ 3,016,954 65.9% $ 4,719,349 72.5%
Freddie Mac 1,563,640 34.1% 1,791,746 27.5%
Total Portfolio $ 4,580,594 100.0% $ 6,511,095 100.0%
March 31, 2022 December 31, 2021

Weighted Average Pass-through Purchase Price $ 107.82 $ 107.19
Weighted Average Structured Purchase Price $ 15.25 $ 15.21
Weighted Average Pass-through Current Price $ 98.85 $ 105.31
Weighted Average Structured Current Price $ 15.61 $ 14.08
Effective Duratiéh 4.890 3.390

(1) Effective duration is the approximate percentage change in price for a 100 bps change in rates. An effective duration of 4.890 indicates that
aiterest rate increase of 1.0% would be expected to cause a 4.890% decrease in the value of the RMBS in the Company’s investment
poNfalih 31, 2022. An effective duration of 3.390 indicates that an interest rate increase of 1.0% would be expected to cause a 3.390%
decrease in the value of the RMBS in the Company’s investment portfolio at December 31, 2021. These figures include the structured
seeHEpestfolio, but do not include the effect of the Company’s funding cost hedges. Effective duration quotes for individual investments
attained from The Yield Book, Inc.

The followingtable presentsa summary of portfolioassets acquiredduring the three monthsended March 31, 2022 and 2021,
including securities purchased during the period that settled afterthe end of the period, if any.
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(8 in thousands)

2022 2021
Weighted Weighted
Average  Average Average Average
Total Cost Price Yield Total Cost Price Yield
Pass-through RMBS $ -3 - - $ 1,971,296 $ 107.09 1.38%
Structured RMBS - - - 4,807 6.93 14.21%

Borrowings

As of March 31, 2022, we had establishedborrowing facilities in the repurchaseagreement market with a number of commercial
banks and other financialinstitutionsand had borrowingsin place with22 of these counterparties. None of theselenders are affiliated
tétlCompany. Theseborrowings are secured by the Company’sRMBS and cash, and bear interestat prevailingmarket rates. We
belie¥giblishedrepurchase agreement borrowing facilities provide borrowingcapacity in excess of our needs.

As of March 31, 2022, we had obligationsoutstanding under the repurchase agreements of approximately $4,464.1 million witha
weiglfled average borrowing cost of 0.37%. The remaining maturity of our outstandingrepurchase agreement obligations ranged
figmdaie, with a weightedaverage remaining maturity of 22 days. Securing the repurchaseagreement obligations as of March31,
3FPRMBS with an estimated fair value, including accrued interest, of approximately$4,591.7 million and a weighted average
BYUHEN®SS, and cash pledgedto counterpartiesof approximately$113.6 million. Through April28, 2022, we have beenable to
o Répiiirchase facilities with comparableterms to those that existed at March 31, 2022 with maturities through September14, 2022.

The table below presents information about our period end, maximum and average balances of borrowings for each quarter in
2022 to date and 2021.

($ in thousands)

Difference Between Ending

Ending Maximum Average Borrowings and
Balance of Balance of Balance of Average Borrowings
Three Months Ended Borrowings Borrowings Borrowings Amount Percent
March 31, 2022 $ 4,464,109 $ 6,244,106 $ 5,354,107 $ (889,998) (16.62)%
December 31, 2021 6,244,106 6,419,689 5,728,988 515,118 8.99%
September 30, 2021 5,213,869 5,214,254 4,864,287 349,582 7.19%
June 30, 2021 4,514,704 4,517,953 4,348,192 166,512 3.83%
March 31, 2021 4,181,680 4,204,935 3,888,633 293,047 7.54%

(1) The lower ending balance relative to the average balance during the quarter ended March 31, 2022 reflects the disposal of RMBS pledged
@dllateral. During the quarter ended March 31, 2022, the Company’s investment in RMBS decreased $510.4 million.

Liquidity and Capital Resources

Liquidity is our abilityto turn non-cashassets into cash, purchaseadditional investments,repay principaland intereston
fundev@Wéngstulfill margincalls and pay dividends. We have bothinternal and externalsources of liquidity. However, our material
unused sourcesof liquidityinclude cashbalances, unencumberedassets and our ability to sell encumberedassets toraise cash. Our
balance sheetalso generatesliquidity on an on-goingbasis throughpayments of principal and interestwe receive on our RMBS
PSS Enent believes thatwe currentlyhave sufficientliquidity and capital resources available for (a) theacquisition of additional
investments consistent with the size and natureof our existingRMBS portfolio, (b) the repaymentson borrowingsand (c) the
gayidendsxb the extentrequired for our continuedqualificationas a REIT. We may also generate liquidity from time to time by
selking étebt securitiesin public offerings or private placements.
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Internal Sources of Liquidity

Our internal sources of liquidity include our cash balances,unencumberedassets and our abilityto liquidate our encumbered
holdie@driQur balance sheet also generates liquidity on an on-goingbasis throughpayments of principaland interestwe receive on
RWIBS portfolio. Because our PT RMBS portfolioconsists entirelyof governmentand agency securities, we do not anticipate having
difficulty convertingour assets to cash shouldour liquidityneeds ever exceed ourimmediately available sources of cash. Our
/MB8rpdrtfolioalso consistsentirely of governmentalagency securities,although they typicallydo not tradewith comparablebid /
dpkeads as PT RMBS. However, we anticipatethat we wouldbe able toliquidate such securitiesreadily, even in distressed markets,
although we would likely doso at pricesbelow wheresuch securitiescould be soldin a more stable market. To enhance our liquidity
¢iv@her, we maypledge aportion of our structuredRMBS as part of arepurchase agreement funding, but retain the cash inlieu of
A6dwidng] assets. In this waywe can, ata modest cost, retainhigher levelsof cash onhand and decrease the likelihoodwe will have
tell assetsin a distressedmarket in order toraise cash.

Our strategy for hedging our funding costs typicallyinvolves taking shortpositions in interestrate futures, treasury futures,
swapRldrfstiEdigate swaptionsor other instruments. When the market causesthese short positions to decline in value we are required
fAeet margin calls with cash. This canreduce ourliquidity position to the extentother securitiesin our portfoliomove in pricein such
thweWe donot receive enough cash via margin calls to offset the derivativerelated margincalls. If this were to occur in sufficient
magnitude, the loss of liquidity might force us to reducethe size of the leveredportfolio, pledge additional structured securities to
faisés orrisk operatingthe portfoliowith less liquidity.

External Sources of Liquidity

Our primary external sources of liquidity are our abilityto (i) borrowunder masterrepurchase agreements, (ii) use the TBA
marke€urid(iii) sell our equity or debtsecurities in public offerings or private placements. Our borrowing capacity willvary over
HiB6as tAkueof our interestearning assetsvaries. Our master repurchase agreements have no stated expiration, but can be terminated
aby time at our optionor at the option of the counterparty. However, once a definitiverepurchase agreement under a master
sepusahesthas been entered into, it generallymay not be terminated by either party. A negotiatedtermination can occur, but may
R@l¥6 be paid by the party seeking to terminate the repurchaseagreement transaction.

Under ourrepurchase agreement funding arrangements,we are requiredto post marginat the initiationof the borrowing. The
post&tBfgftesentsthe haircut,which is a percentage of the marketvalue of thecollateral pledged. To the extent the market value of
Higet collateralizingthe financingtransaction declines, the market value of ourposted marginwill be insufficientand we will be
fretuizgdi@onal collateral. Conversely, if the market value of theasset pledgedincreases in value, we would be over collateralizedand
woeuld be entitled to have excess margin returnedto us by thecounterparty. Our lenders typically value our pledged securitiesdaily
tasure the adequacy of our margin and make margincalls as needed, asdo we. Typically, but not always,the parties agree toa
fRFBEMYIRamount for margin calls so as to avoidthe need for nuisancemargin callson a dai(3tbasiaster repurchase agreements
do not specifythe haircut;rather haircutsare determinedon an individualrepurchase transactionbasis. Throughoutthe three months
ended March 31, 2022, haircuts on our pledged collateral remained stable and as of March 31, 2022, our weightedaverage haircut
¥froximately5.0% of the value of our collateral.

TBAs representa form of off-balance sheet financingand are accounted for as derivativeinstruments.(See Note 4 to our
StatéfiaRsia this Form 10-Q for additional details on our TBAs). Under certainmarket conditions, it may be uneconomical for us to
TBA4into future monthsand we may need to takeor make physicaldelivery of the underlyingsecurities. If we wererequired to take
physical deliveryto settle a long TBA,we would have to fund our total purchase commitment with cash or other financing sources
B iy position couldbe negativelyimpacted.
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Our TBAs are also subject to margin requirementsgoverned by the Mortgage-BackedSecurities Division ("MBSD")of the
by otl3aer Securities Forward Transaction Agreements (“MSFTAs”), whichmay establishmargin levelsin excess of the MBSD.
PHs¥isions require thatwe establishan initial margin basedon the notionalvalue of theTBA, which s subjectto increase if the
¢éstimalad of our TBAsor the estimatedfair value of our pledgedcollateral declines. The MBSD has the solediscretion to determine
thBue of ourTBAs and of the pledgedcollateral securing suchcontracts. In the eventof a margin call, we must generallyprovide
adiitiendlbn the same business day.

Settlement of our TBA obligations by taking delivery of the underlyingsecurities as well as satisfying margin requirementscould
negatively impact ourliquidity position. However, since we do notuse TBA dollarroll transactionsas our primarysource of
belaevéngavwe will haveadequate sources of liquidity to meet such obligations.

As discussed earlier, we investa portion of our capitalin structured Agency RMBS. We generally do not applyleverage to this
of opPPIifolio. The leverageinherent in structuredsecurities replaces theleverage obtained by acquiringPT securitiesand funding
theRe repurchasemarket. This structuredRMBS strategyhas been a core elementof the Company’soverall investmentstrategy since
inception. However, we have and may continue to pledge a portion of our structuredRMBS in orderto raise our cash levels,but
ganenalipledge thesesecurities in orderto acquire additional assets.

In future periods, we expectto continue to finance our activitiesin a manner that is consistentwith our current operationsthrough
repurchase agreements. As of March 31, 2022, we had cash and cash equivalentsof $297.2 million. We generated cash flows of
#0269 fromprincipal and interestpayments on our RMBS and had averagerepurchase agreements outstanding of $5,354.1million
therighgee months endedMarch 31, 2022.

As describedmore fully below, we may also access liquidity by selling our equity or debt securitiesin public offerings or private
placements.

Stockholders’ Equity

On August 4, 2020, we entered into the August 2020 Equity Distribution Agreement with four sales agents pursuant to which
could®ffer and sell, from time to time, up to an aggregate amount of $150,000,000 of shares of our common stock in transactions
thate deemed to be “at the market” offerings and privately negotiated transactions. We issued a total of 27,493,650 shares under
WBgust 2020 Equity Distribution Agreement for aggregate gross proceeds of approximately $150.0 million, and net proceeds of
approximately $147.4 million, after commissions and fees, prior to its termination in June 2021.

On January 20, 2021, we entered into the January 2021 Underwriting Agreement with J.P. Morgan Securities LLC (“J.P.
relatMigrgati,offer and sale of 7,600,000 shares of our common stock. J.P. Morgan purchased the shares of our common stock
fReCompany pursuant to the January 2021 Underwriting Agreement at $5.20 per share. In addition, we granted J.P. Morgan a 30-
@p¥ion to purchase up to an additional 1,140,000 shares of our common stock on the same terms and conditions, which J.P.
dereived in full on January 21, 2021. The closing of the offering of 8,740,000 shares of our common stock occurred on January
2021, with proceeds to us of approximately $45.2 million, net of offering expenses.

On March 2, 2021, we entered into the March 2021 Underwriting Agreement with J.P. Morgan, relating to the offer and sale
8,000£000 shares of our common stock. J.P. Morgan purchased the shares of our common stock from the Company pursuant to the
March 2021 Underwriting Agreement at $5.45 per share. In addition, we granted J.P. Morgan a 30-day option to purchase up to an
additional 1,200,000 shares of our common stock on the same terms and conditions, which J.P. Morgan exercised in full on March
3021. The closing of the offering of 9,200,000 shares of our common stock occurred on March 5, 2021, with proceeds to us of
approximately $50.0 million, net of offering expenses payable.
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On June 22, 2021, we entered into the June 2021 Equity Distribution Agreement with four sales agents pursuant to which we
coul@a¥fer and sell, from time to time, up to an aggregate amount of $250,000,000 of shares of our common stock in transactions
thate deemed to be “at the market” offerings and privately negotiated transactions. We issued a total of 49,407,336 shares under
;e 2021 Equity Distribution Agreement for aggregate gross proceeds of approximately $250.0 million, and net proceeds of
approximately $246.2 million, after commissions and fees, prior to its termination in October 2021.

On October 29, 2021, we entered into the October 2021 Equity Distribution Agreement with four sales agents pursuant to
we WA}@¥fer and sell, from time to time, up to an aggregate amount of $250,000,000 of shares of our common stock in
thansaeti@Emed to be “at the market” offerings and privately negotiated transactions. Through March 31, 2022, we issued a total
06,835,700 shares under the October 2021 Equity Distribution Agreement for aggregate gross proceeds of approximately $78.3
BHdligat proceeds of approximately $77.0 million, after commissions and fees.

Outlook
Economic Summary

The first quarter of 2022 was a transition period wherebythe Fed migratedfrom reluctantlyacknowledgingthey needed to start
removing theemergency monetary policy regimein place since the COVID-19 pandemic emergedin the U.S.during the first quarter
2620 towardsa more aggressivetightening cycle. The Fed announcedthe first rate hike at their March 2022 meeting and
siinuliaoeduslantitative tightening would beginsoon, likely in May 2022. The accelerationin the rateof inflationthat first emerged
theriqgond quarter of 2021, and was deemed “transitory”by the Fed at the time,accelerated even furtherinto 2022 and has continued
t so in thesecond quarterof 2022 to date. All measuresof inflation— personal consumptionexpenditures,the consumerprice index
diproducerprice index — are the highest levelsseen since the early 1980s. Inflation has been exacerbated, both in the U.S. and
BloB#l§ar in Ukraine and COVID related lock-downsin China. The warin Ukraine in particularhas caused global inflationary
fhecsHEgshaveyet to peak. As the warin Ukraine began inlate February2022, westernnations beganto impose progressivelymore
severe sanctionson Russia. These sanctions,and related boycotts of Russian goods, have createdshortages of many commodities.
Ukraine is also a majorglobal supplierof many commoditiesas well, particularlyfood. As cases of COVID-19increased in many
population centers in China, authoritiesimposed lock-downsaggressivelywhich led to the closure of many manufacturing
fpehutieiscerbatingthe many supply chain constraintsacross the world. In the U.S.,the economy continues to grow and, in
RiBHEHaR& & ontinues to tighten. The unemploymentrate appearspoised to drop below the pre-pandemiclows, unemployment
gheimshe lowest levelssince the 1950s and wages are growing rapidly, although still less than the rate of inflation.

All of thesefactors haveled the Fed,and most marketparticipants,to anticipatethat inflation, particularly food and energy
willinéladosde in the nearterm and may even acceleratefurther. Inflation for goods other than food and energy may moderate, as the
necessities of life cannotbe ignored and other goods can, potentially lessening price pressuresfor these goods. The cost of housing
gasts are expected toremain elevatedas affordability continues to deterioratedue to highermortgage rates and inflated homeprices.
tom, inflationis very farabove the Fed’s targetlevel of 2% and not likelyto recede in the near-term.

Given the outlook forinflation and the Fed’s anticipatedresponse, interestrate volatilityhas become very elevatedand is not far
the &al@we peak seenin March of 2020 whenthe COVID-19 pandemic firstemerged inthe U.S. Given the magnitude of the forces
driving the market and the uncertaintythat exists with respectto the warin Ukraine, COVID relatedlockdowns in Chinaand the
uaseeigyivf the U.S.economy to weather these forces, it is likely that volatility will remain very elevateduntil these forces subside.
dli@ook forthe remainderof 2022 hingeson how thesedevelopmentsunfold, the extent to which the Fed has toraise rates and
Balssibd¥ts from their portfolio, and the impactthese factorshave onthe growthrate of theU.S. economy and the unemploymentrate.
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Interest Rates

As the outlookfor inflationchanged materiallyto the upsideand the resulting change in monetary policy by theFed unfolded
courg¥asftli first quarter of 2022, interestrates moved much higherand the curveflattened. During the first quarterof 2022, the
#ield-9Bar U.S. Treasury Note increasedby over 160 basis points, the yield on the 5-yearU.S. Treasury Note increasedby almost 120
basis points and the yieldon the 10-yearU.S. Treasury Note increasedby 82.8 basispoints. The spread between the2-year and 10-
pedits thus declined, or flattened, by almost 80 basis points. In early April of 2022 the yieldcurve actuallyinverted by
BEPIPFMEREeR for only a briefperiod. Since then, the yield curve hasre-steepenedand was justabove 20 basis pointson April 28,
2022. The impetus for the re-steepeningwas the releaseof the FOMCminutes fromthe Fed’s January 2022 meetingwhich strongly
implied the Fed may actuallysell assets from their portfolio. The market expects this may occuras early as the third quarter of 2022.
mdihtes alsorevealed thatthe Fed viewed such asset sales were akinto 100 to 150 basis points of tightening to the Fed Funds rate,
thasmarket reduced the number of hikes priced in over the course of the next year and the curve steepened. As of April28th, 2022
précke, asreflected in the Fed Funds futuresmarket, anticipatesbetween 225and 250 basispoints of additional hikes by theend of

$har.

The Agency RMBS Market

The sharp increase ininterest rates, the end of net Agency RMBS purchases by the Fed and the pendingrun-off of the Fed’s
RMBSgiui¥folio, with the potential foroutrightsales in additionto the prepaymentrelated run-off, resulted in poor returnsfor the
pedPperiérmancehas continuedinto the second quarteras all of these factorsremain. The Agency RMBS marketis transitioning
#iway a prolongedperiod of support. The market benefited from not onlydaily purchasesby the Fed - $40 billionper monthin
#sdidpRi@tmentof all paydownson their existing holdings— but also by the bank community. Demand from the bank communityis
Byproduct of their deposit basegrowth resulting from asset purchases. Going forwardthe RMBS market facesmeaningful headwinds
tise Fed is only purchasingenough RMBSto replace a decreasing portion of their monthly pay-downs and eventuallymay consider
gal@éghhd the banking community will likely buy fewer RMBS assetsas their deposit baseshrinks as the Fed removes reservesfrom

thetem.

The total return for Agency RMBS for the firstquarter of 2022 was -5.0%and the excessreturn versusU.S. Treasurieswas
Longk8bration/lowercoupon mortgagesunderperformedhigher coupon/lowerduration as 30-year underperformed 15-year
EmlUBHes coupons of each tenor underperformedhigher coupons. The same patternheld for excess returnsversus comparable
dusatitRasuries. The trend has also continuedinto the second quarteras interestrates continueto rise and volatility remains at or near
multi-year highs.

Recent Legislativeand Regulatory Developments

The Fed has taken a numberof actions to stabilize markets asa result of the impactsof the COVID-19pandemic. On March 15,
2020, the Fed announceda $700 billionasset purchaseprogram to provide liquidity to the U.S. Treasury and Agency RMBS markets.
Specifically, the Fed announcedthat it wouldpurchase at least $500billion of U.S. Treasuriesand at least$200 billionof Agency
RMB&d alsolowered theFed Fundsrate to arange of 0.0% — 0.25%, after havingalready loweredthe Fed Fundsrate by 50 bps on
March 3,2020. OnJune 30,2020, Fed Chairman Powell announcedexpectationsto maintaininterestrates at this level until the Fed is
confident that the economy hasweathered recent eventsand is on track to achieve maximumemployment and price stability goals.
FOMC continuedto reaffirm this commitmentat all subsequentmeetings throughDecember of 2021, as well asan intentionto allow
inflation to climb modestlyabove their2% target and maintainthat level for a periodsufficient forinflationto average 2% long term.
$dmuary 26,2022, the FOMC reiteratedits goals of maximum employmentand a 2% long-run inflationrate and stated that,with a
FiB¥iEmarketand inflationwell above 2%, it expectedit would soon be appropriateto raise the target Fed Fundsrate.
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In response to the deteriorationin the marketsfor U.S. Treasuries, AgencyRMBS and other mortgageand fixed income markets
inved$ors liquidated investmentsin response to the economiccrisis resulting from the actions to contain and minimize the impacts of
th®VID-19 pandemic, on the morningof Monday, March 23, 2020, the Fed announceda program to acquire U.S. Treasuriesand
REBEB&Yin the amounts needed to support smoothmarket functioning. With these purchases, market conditionsimproved
THheapHNigvemberof 2021, the Fed was committed to purchasing$80 billion of U.S. Treasuries and $40 billion of Agency RMBS
gachth. In November of 2021, it began tapering its net assetpurchases each month and ended net asset purchases entirely by early
dMaoh2. The minutes to the March16, 2022 FOMC meetingimplied thatthe Fed wouldbegin reducingits balance sheet by a
BEXHNUBHASf U.S. Treasuries and $35 billion of Agency RMBS each month, phasedin over threemonths and likely beginningin
May 2022.

The CARES Act was passedby Congress and signed into law by President Trump on March27, 2020. The CARES Act
manpT&igRbf direct support to individuals and small businesses in orderto stem the steep declinein economic activity. The $2
@HID-19 relief bill,among other things, providedfor direct payments to each Americanmaking upto $75,000a year, increased
unemploymentbenefits forup to four months (ontop of statebenefits), funding to hospitals and health providers, loans and
HisehERRR!skates and municipalitiesand grants to the airlineindustry. On April24, 2020, President Trump signed an additional
bindifig law that provides an additional $484 billionof funding to individuals,small businesses,hospitals, health care providers and
additional coronavirus testing efforts. Various provisionsof the CARES Act began to expire in July 2020, including a moratoriumon
evictions (July 25,2020), expandedunemploymentbenefits (July31, 2020), and a moratoriumon foreclosures(August 31,2020). On
August 8, 2020, President Trump issued ExecutiveOrder 13945, directing the Departmentof Health and Human Services, the
Oeguigse i0bntroland Prevention(“CDC”), the Departmentof Housing and Urban Development,and Departmentof the Treasuryto
tAk8sures to temporarily halt residentialevictions and foreclosures, including through temporary financial assistance.

On December 27, 2020, President Trump signed into law an additional $900 billioncoronavirusaid package as part of the
Consolidated Appropriations Act, 2021, providing for extensionsof many of the CARES Act policies and programsas well as
seldéfioDalJanuary 29,2021, the CDC issued guidance extendingeviction moratoriumsfor coveredpersons throughMarch 31,2021.
FHEFA subsequentlyextended the foreclosuremoratorium begun underthe CARES Act for loansbacked by Fannie Mae and Freddie
Midcthe evictionmoratorium for real estate ownedby Fannie Mae and FreddieMac until July 31,2021 and September 30, 2021,
respectively. The U.S. Housingand Urban Development Department subsequentlyextended the FHA foreclosure and eviction
Tdyasariag 1and September30, 2021, respectively. Despite theexpirations of these foreclosuremoratoria, a final ruleadopted by
®FPB onJune 28,2021 effectivelyprohibited servicers from initiatinga foreclosurebefore January 1, 2022 in most instances.
Hellewlingthis limitation, foreclosurestarts for January and February of 2022 wereup 29% and 40% month-over-monthand 126%
and% year-over-year, respectively, althoughthey remain below pre-pandemiclevels.

In January 2019, the Trump administrationmade statementsof its plansto work withCongress to overhaul Fannie Mae and
Madiaaddigpectationsto announcea frameworkfor the developmentof a policy for comprehensivehousing financereform soon.On
September 30, 2019, the FHFA announcedthat Fannie Mae and FreddieMac were allowed to increase theircapital buffersto $25
bidign0 billion, respectively, fromthe priorlimit of $3billion each. This step could ultimatelylead to Fannie Mae and Freddie Mac
peivigrized and representsthe first concrete step on theroad to GSEreform. On June 30, 2020, the FHFA released a proposed rule on
fiew regulatory framework for the GSEswhich seeks to implementboth a risk-basedcapital frameworkand minimum leverage
fé@iizbments. The final rule on the new capital framework for the GSEswas publishedin the federalregisterin December2020. On
January 14,2021, the U.S. Treasury and the FHFA executed letteragreements allowing the GSEsto continue to retain capital up to
thgiflatory minimums, including buffers, as prescribed in the Decemberrule. These letteragreements provide, in part, (i) there will
bRifrom conservatorshipuntil all material litigationis settled and the GSEhas common equity Tier 1 capital of at least 3% of its
#36eGSEYwill comply with the FHFA’s regulatory capital framework, (iii) higher-risksingle-family mortgage acquisitionswill be
testiatadiels,and (iv) the U.S. Treasury and the FHFA will establish a timeline and processfor future GSE reform. However, no
AeisiEMe or legislationhave beenreleased or enacted with respectto ending the conservatorship,unwinding the GSEs, or materially
reducing the roles of the GSEsin the U.S.mortgage market. On September 14, 2021, the U.S. Treasury and the FHFA suspended
pelieinprovisionsin the January agreement, including limits onloans acquiredfor cash consideration, multifamily loans, loanswith
highenaracteristicsand secondhomes and investment properties. On February 25, 2022, the FHFA publisheda final rule,effective as
of
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April 26,2022, amendingthe GSE capital framework established in December2020 by, among other things, replacing the fixed
Ivigsagejual to 1.5% of a GSE’s adjustedtotal assetswith a dynamicleverage buffer equal to 50% of a GSE’s stability capital buffer,
reducing the risk weightfloor from 10% to 5%, and removingthe requirementthat the GSEs must apply an overall effectiveness
adjustment to their credit risk transfer exposures.

In 2017, policymakers announced that LIBOR will be replacedby December31, 2021. The directivewas spurredby the fact that
banks are uncomfortablecontributingto the LIBOR panel given the shortageof underlyingtransactionson whichto base levelsand
hbility associated with submittingan unfoundedlevel. However, the ICE Benchmark Administration, in its capacityas
UBMTIBOR Has announcedthat it intendsto extend publicationof USD LIBOR (other thanone-week and two-month tenors) by 18
months to June 2023. Notwithstandingthis possibleextension,a joint statementby key regulatoryauthorities calls on banksto cease
entering into new contracts that use USD LIBOR as a referencerate by no later than December 31, 2021. The ARRC, a steering
committee comprised of large U.S. financialinstitutions,has proposedreplacing USD-LIBOR with a new SOFR, a ratebased on
HadirgD®We will monitorthe emergenceof SOFR carefully as it appearslikely to become the new benchmark for hedges and a range
fifterest rate investments. At this time,however, no consensusexists as to what rateor rates may become accepted alternativesto
LIBOR.

On December 7, 2021, the CFPB released a final rulethat amends Regulation Z, which implemented the Truth in Lending Act,
at add8sing cessation of LIBOR for both closed-end (e.g., homemortgage) and open-end(e.g., homeequity line of credit) products.
fthe, which mostly becomeseffective in April of 2022, establishesrequirementsfor the selectionof replacementindices for existing
lilB&iReconsumerloans. Althoughthe rule does not mandate theuse of SOFRas the alternativerate, itidentifies SOFR as a
fpgFeRdeed-end products and states that for open-end products,the CFPB has determinedthat ARRC’s recommended spread-
asljiséedbasedon SOFR for consumerproducts to replace the one-month, three-month, or six-month USD LIBOR index “have
hist@iiigabns that are substantiallysimilar to those of the LIBOR indices thatthey are intended to replace.” The CFPB reserved
Juslgenenton a SOFR-based spread-adjustedreplacement index to replace the one-year USDLIBOR untilit obtained additional
information.

On December 8, 2021, the House of Representativespassed the Adjustable Interest Rate (LIBOR)Act of 2021 (H.R. 4616) (the
“LIBOR Act”),which providesfor a statutoryreplacement benchmark rate for contracts that use LIBOR as a benchmark and do not
§ANtENback mechanism independentof LIBOR. Pursuant to the LIBOR Act, SOFR becomes the new benchmarkrate by operationof
Fawany suchcontract. The LIBOR Act establishesa safe harborfrom litigationfor claims arising outof or relatedto the use of SOFR
gédbemended benchmark replacement. The LIBOR Act makes clear that it should not be construedto disfavor the use of any

banchigpectivebasis.

The LIBOR Act also attempts to forestallchallenges that it isimpairing contracts. It provides that the discontinuanceof LIBOR
autodngkibetatutory transition to a replacementrate neitherimpairs oraffects therights of a party toreceive paymentunder such
80nEHERS a party to discharge their performanceobligations or to declarea breach of contract.It amends the Trust Indenture Act of
P3Rite that the “the right of any holderof any indenturesecurity to receive payment of the principalof and intereston such indenture
security shallnot be deemedto be impairedor affected” by applicationof the LIBOR Act to any indenture security. On December9,
2@2United States Senatereferred the LIBOR Actto the Committeeon Banking, Housing and Urban Affairs.

One-week andtwo-month U.S. dollar LIBOR ratesphased outon December31, 2021, but other U.S. dollartenors may continue
JundiB0]2023. We willmonitor the emergence of SOFR carefully as it appearslikely tobecome the new benchmarkfor hedges and a
range of interestrate investments. At this time,however, no consensusexists asto what rateor rates may become accepted
pEnBOYes
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Effective January 1, 2021, Fannie Mae, in alignmentwith Freddie Mac, extendedthe timeframefor its delinquentloan buyout
for $iokity-Family Uniform Mortgage-BackedSecurities (UMBS) and Mortgage-Backed Securities (MBS) from four consecutively
missady paymentsto twenty-fourconsecutivelymissed monthlypayments (i.e.,24 months past due). This new timeframe applied to
outstanding single-family pools and newly issuedsingle-familypools and was first reflected when January2021 factorswere
tRlefsad®business day in February2021.

For Agency RMBS investors,when a delinquentloan is boughtout of a pool of mortgageloans, the removal of the loan from the
is the&@kme as a total prepayment of the loan. The respective GSEs anticipated, however, that delinquentloans will be repurchasedin
most cases before the 24-month deadline underone of the following exceptions listed below.

* aloan thatis paid in full, or where therelated lienis released and/or the note debtis satisfiedor forgiven;
* aloan repurchasedby a seller/servicerunder applicableselling and servicingrequirements;

* aloan enteringa permanent modification,which generallyrequires it to be removed fromthe MBS. During any
periddpdhki¢atiemitiblemain in the MBS untilthe trial period ends;

* aloan subjectto a shortsale ordeed-in-lieu of foreclosure;or
* aloan referredto foreclosure.

Because of these exceptions,the GSEsbelieve basedon prevailingassumptions and market conditions this change will have only
marginal impacton prepaymentspeeds, in aggregate. Cohort levelimpacts may vary. For example, more than half of loansreferred to
foreclosure are historicallyreferred within six months of delinquency. The degree to which speedsare affected depends on
I@i—:llﬂq?@ﬁ:ﬁwerresponse, and referralto foreclosuretimelines.

The scope and nature of the actionsthe U.S. government or the Fed will ultimatelyundertake are unknownand will continue to
evolve

Effect on Us
Regulatory developments, movements in interest rates and prepayment rates affectus in many ways, includingthe following:
Effects onour Assets

A changein or eliminationof the guaranteestructure of Agency RMBS may increase ourcosts (if, for example, guarantee fees
increase) or require us to changeour investmentstrategy altogether. For example, the eliminationof the guaranteestructure of
RBEBSYmay cause us to change our investment strategy to focus on non-Agency RMBS, whichin turn wouldrequire us to
signébisanilymonitoring of the creditrisks of ourinvestments in additionto interestrate and prepayment risks.

Lower long-terminterest rates can affect the value of ourAgency RMBSin a number of ways. If prepaymentrates are relatively
(dudlow part, to the refinancing problems describedabove), lowerlong-term interestrates can increase thevalue of higher-coupon
REEBSY This is because investors typically place a premiumon assets with yields that are higher thanmarket yields. Although lower
leng-interestrates may increase asset values in our portfolio,we may notbe able to invest new funds in similarly-yieldingassets.
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If prepaymentlevels increase, the value of our AgencyRMBS affectedby such prepaymentsmay decline. This is becausea
prepRiftiReiccelerates the effectiveterm of an Agency RMBS, which wouldshorten the period duringwhich an investor would
E8feRi¥Emarket returns (assumingthe yield on the prepaidasset is higher than market yields). Also, prepaymentproceeds may notbe
ablse reinvestedin similar-yieldingassets. AgencyRMBS backedby mortgageswith high interestrates are more susceptibleto
prepayment risk because holders of those mortgages are most likely torefinanceto a lowerrate. I0s and I10s, however, may be the
Bfp_Rgency RMBS most sensitive to increased prepayment rates. Becausethe holder of an 10 or IIO receivesno principal payments,
thdues of IOs and IIOsare entirelydependent on the existenceof a principalbalance onthe underlyingmortgages. If the principal
balansenateddue to prepayment,IOs and IIOsessentially become worthless. Although increased prepayment rates can negatively
théegalue of our I0s and I10s, they have the oppositeeffect on POs. BecausePOs act like zero-coupon bonds, meaningthey are
purchased at a discountto their par value and have an effective interest rate based on the discountand the termof the underlyingloan,
fiicrease in prepayment rates wouldreduce the effective termof our POs and acceleratethe yields earned on those assets, which
wiekddse ournet income.

Higher long-termrates can also affect the value of our AgencyRMBS. As long-termrates rise, rates availableto borrowersalso
Thig'te@rds to cause prepaymentactivity to slow and extend the expected averagelife of mortgagecash flows. As the expected
tiferggthe mortgage cash flows increases, coupled withhigher discountrates, the value of AgencyRMBS declines. Some of the
instruments the Companyuses to hedgeour Agency RMBS assets,such as interestrate futures,swaps and swaptions, are stable
average lifeinstruments. This means that to theextent we use such instrumentsto hedge our AgencyRMBS assets, our hedges may
BOéquately protect us from price declines, and thereforemay negativelyimpact ourbook value. It is for this reason we use interest
@dHrities in our portfolio. As interest rates rise, the expectedaverage lifeof these securities increases, causing generallypositive
piéggements as the numberand size of the cash flows increasethe longer the underlyingmortgages remain outstanding.This makes
interest only securitiesdesirable hedge instrumentsfor pass-through Agency RMBS.

As describedabove, the Agency RMBSmarket beganto experiencesevere dislocationsin mid-March2020 as aresult of the
economic, health and market turmoilbrought aboutby COVID-19.0n March 23,2020, the Fed announcedthat it wouldpurchase
RBEBSYand U.S. Treasuriesin the amountsneeded to support smoothmarket functioning,which largelystabilized the Agency RMBS
market, butended these purchases in March 2022and announcedplans to reduceits balancesheet. The Fed’s plannedreduction of its
balance sheetcould negativelyimpact our investment portfolio. Further, the moratoriums on foreclosuresand evictionsdescribed
albviekely delay potential defaults on loans thatwould otherwisebe bought out of AgencyRMBS pools as describedabove.
Depariiigaasolution of the foreclosureor evictions,when and if it occurs, these loans may be removedfrom the pool into which
thede securitized.If this wereto occur, it wouldhave the effect of delayinga prepaymenton the Company’ssecurities until such time.
the majorityof the Company’s Agency RMBS assets were acquired at a premiumto par, this willtend to increasethe realizedyield
88sH1en question.

Because we base our investment decisions on risk managementprinciples rather thananticipatedmovements in interestrates, ina
volatile interestrate environmentwe may allocatemore capitalto structured Agency RMBSwith shorterdurations. We believe these
securities have a lowersensitivity to changes in long-term interest rates than other asset classes. We may attemptto mitigateour
exposure to changes in long-terminterestrates by investing in IOs and IIOs, which typically have differentsensitivitiesto changesin
leRg-interestrates than PT RMBS, particularlyPT RMBS backedby fixed-ratemortgages.

Effects on our borrowingcosts

We leverage our PT RMBS portfolio and a portion of our structured Agency RMBSwith principalbalances throughthe use of
ternsB@ptrchaseagreement transactions. The interestrates on our debtare determinedby the shortterm interestrate markets.
IRerRasRE Funds rate or LIBOR typically increaseour borrowingcosts, whichcould affect our interestrate spreadif there is no
correspondingincrease inthe interestwe earn on our assets. This would be most prevalentwith respectto our Agency RMBS backed

bixed rate mortgage loans becausethe interestrate on a fixed-rate mortgage loan does not change even though market ratesmay
change.
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In order to protect our net interestmargin againstincreases in short-terminterestrates, we may enter into interestrate swaps,
econovhi€lily convert our floating-raterepurchase agreement debt to fixed-ratedebt, or utilize otherhedging instrumentssuch as
Eurodollar, FedFunds and T-Note futures contracts or interestrate swaptions.

Summary

The first quarter of 2022 was extremely volatileas the Fed pivoted quickly from unprecedentedmonetary policy accommodation
rapi@oréigoval of the accommodation. Current market pricingin the futuresmarkets impliesthe Fed will raise the target for the Fed
Fatads approximately3.25% by the third quarter of 2023 and to over 2.5% by the end of 2022. The U.S. economy has recovered
fdigkie COVID-19induced downturnwith the help of the Fed’s monetarypolicy and equally unprecedentedfiscal stimulus from the
government. As the economyrecoveredrapidly, inflationary pressures emerged and were exacerbatedby numerous supply
fiedlsidamgtthae supply of labor, resultingin a sub-4% unemploymentrate which continues to fall and wage growthabove 5%. The war
Wkraine has further stimulatedinflationary pressures as Russiaand Ukraine are leading suppliers of food, energy and many other
commodities. COVID-19 induced shutdownsin Chinahave also increased supply constraints,another sourceof inflationary
piessatigndguarter of 2022 unfolds, these trendshave intensifiedand the Fed appears evenmore intent on removing their
ASCRNERBARIFHssible. The Fed may even beginoutright sales of U.S. Treasury and Agency RMBS assets laterthis year.

For the Company, this means our funding costs are likely torise materiallyover the course of 2022 and possibly into2023. As
ratediHevestisen the prices of the Company’sassets have fallen. Investors fear possibleoutright sales of AgencyRMBS by the Fed, in
addition to the Fed andmost banks buying far fewer AgencyRMBS aswell. During the first quarterof 2022, these securitieshave
underperformedthe hedge instruments the Companyhas employedand they may continueto do so. This puts downward pressure on
thémpany’s shareholdersequity and book value per share. As interestrates have risen, refinancing and purchaseactivity in the
mesudimpialarkethas slowed. However, as theCompany’s Agency RMBS assetsare tradingat discounts, this lowers the yield the
feamAANYN sum, the current marketenvironmentis challenging for the Company’sportfolio and all AgencyRMBS and/ormortgage
focused and levered investors. To counter these challengingmarket conditions,the Company continues to take stepsto minimize
thepact throughasset selectionand the loweruse of leverage. The Company’sshare priceshave traded below ourbook value per
§h#ee late in 2021. The Companyincreased the size of the share buy-back programin late 2021and has the option to repurchase up
1®% of our outstanding shares, whichcould resultin accretive purchases to book valueper share owing tothe common stock price
magidigcountto the Company’sbook value.

Critical Accounting Estimates

Our condensedfinancial statements are preparedin accordancewith GAAP. GAAP requiresour managementto make some
and €aB]ptERedecisions and assessments. Our most criticalaccounting estimates involve decisionsand assessmentswhich could
significantlyaffect reportedassets, liabilities,revenues and expenses. There have been no changesto our criticalaccounting
ds¢nedesdn our annualreport on Form 10-K for the yearended December31, 2021.
Capital Expenditures

At March 31, 2022, we had no material commitmentsfor capitalexpenditures.

Off-Balance Sheet Arrangements

At March 31, 2022, we did nothave any off-balancesheet arrangements.
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Dividends

In addition to otherrequirementsthat must be satisfiedto continueto qualify as a REIT, we must pay annual dividends to our
stockholders of at least 90% of ourREIT taxableincome, determinedwithout regardto the deductionfor dividendspaid and
ﬂ&ﬁh&ﬁﬂ&l@&ifhs. REITtaxable income(loss) is computed in accordancewith the Code, and can be greaterthan or lessthan our
§tnemsiat net income (loss) computedin accordancewith GAAP. These book to tax differences primarily relate to the recognitionof
interestincome on RMBS, unrealizedgains and losses on RMBS, and the amortizationof losses on derivativeinstrumentsthat are
Hedtgdling hedges fortax purposes.

We intend to pay regularmonthly dividendsto our stockholdersand have declared the followingdividends sincethe completion
1POOf our

(in thousands, except per share amounts)

Per Share

Year Amount Total

2013 $ 1.395 $ 4,662
2014 2.160 22,643
2015 1.920 38,748
2016 1.680 41,388
2017 1.680 70,717
2018 1.070 55,814
2019 0.960 54,421
2020 0.790 53,570
2021 0.780 97,601
2022 - YTID 0.200 35,484
Totals $ 12.635 $ 475,048

(1) On April 13, 2022, the Company declared a dividend of $0.045 per share to be paid on May 27, 2022. The effect of this dividend is
theltatdd above, but is not reflected in the Company’s financial statements as of March 31, 2022.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKETRISK

Market riskis the exposureto loss resulting from changesin market factors suchas interestrates, foreigncurrency exchange
comkdt®dity prices and equity prices. The primary market risksthat we are exposed to are interestrate risk, prepayment risk, spread
higkidity risk, extensionrisk and counterparty credit risk.

Interest Rate Risk

Interestrate risk is highly sensitive to many factors,including governmentalmonetary and tax policies, domestic and
econgaraatidpdlitical considerationsand other factors beyondour control.

Changes inthe general level of interestrates can affect ournet interestincome, whichis the differencebetween theinterest
earndt@Miterest-earning assets and the interestexpense incurredin connectionwith our interest-bearingliabilities, by affecting the
spread betweenour interest-earningassets and interest-bearingliabilities. Changes in the level of interestrates canalso affect the rate
9fepayments of our securitiesand the value of theRMBS that constitute our investment portfolio, which affectsour net income,
abilige @ainsfrom the sale of theseassets and ability to borrow, and the amount that we can borrow againstthese securities.
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We may utilizea variety of financialinstruments in order to limitthe effects of changesin interestrates on our operations. The
instiiipsthat we useare futurescontracts, interestrate swaps and swaptions. These instrumentsare intendedto serve as an
ReaBeMinst future interestrate increaseson our repurchaseagreement borrowings. Hedging techniquesare partly based on
bssulmed prepayments of our AgencyRMBS. If prepaymentsare slower or fasterthan assumed, the life of the Agency RMBS will be
longer or shorter, which would reducethe effectivenessof any hedgingstrategies we may use and may causelosses onsuch
transactions. Hedging strategiesinvolving the use of derivativesecurities are highly complex and may producevolatile returns.
HeHgigges are also limited by the rulesrelating to REIT qualification. In orderto preserve our REIT status, we may be forced to
{eH@IBAS transaction at a time when the transaction is most needed.

Our profitabilityand the valueof our investmentportfolio (including derivatives used for hedging purposes) may be adversely
duridffegip@eriod asa result of changing interest rates, includingchanges in the forwardyield curve.

Our portfolioof PT RMBSis typically comprised of adjustable-rate RMBS (“ARMs”), fixed-rate RMBS and hybrid adjustable-
RMBYE We generally seek to acquirelow durationassets that offer highlevels of protection from mortgage prepayments provided
thatrdwgpnablypriced by the market. Although the durationof an individualasset can change asa result of changesin interestrates,
¥ffive to maintain ahedged PT RMBS portfoliowith an effectiveduration of less than2.0. The stated contractual final maturityof the
mortgage loans underlyingour portfolioof PT RMBS generally rangesup to 30 years. However, the effect of prepaymentsof the
underlying mortgage loans tendsto shorten the resulting cash flows from our investments substantially. Prepayments occur for
weaions, including refinancing of underlyingmortgages and loan payoffs in connection with home sales, and borrowers paying more
thal scheduledloan payments, which acceleratesthe amortizationof the loans.

The durationof our 10 and I10 portfolioswill vary greatly dependingon the structural features of the securities. While
activrgpaymdays affectthe cash flows associatedwith the securities, the interestonly natureof I0s may cause their durations to
begemely negative whenprepayments are high, and less negativewhen prepaymentsare low. Prepayments affect the durations of
H@slarly, but the floating ratenature of the coupon of II0s (whichis inversely related to the level of one month LIBOR) causestheir
mitgements, and model duration, to be affectedby changes in both prepayments and one month LIBOR, bothcurrent andanticipated
levels. As a result,the durationof I1O securitieswill also vary greatly.

Prepayments on the loansunderlying our RMBS can alter the timing of the cash flows from the underlyingloans to us.As a
gaugesihléiwerest rate sensitivity of our assetsby measuringtheir effectiveduration. While modifiedduration measures theprice
sEnsBbHBto movementsin interestrates, effectiveduration capturesboth the movement in interest rates and the fact that cash flows to
mortgage related securityare alteredwhen interestrates move. Accordingly, whenthe contractinterestrate on amortgage loan is
substantiallyabove prevailinginterestrates in themarket, the effective durationof securitiescollateralizedby such loanscan be quite
I¥dause of expected prepayments.

We face therisk that the market value of ourPT RMBS assets will increase or decrease at differentrates than that of our
RMBsugilighilities, including our hedginginstruments. Accordingly, we assess our interest rate risk by estimatingthe durationof our
apekthe durationof our liabilities.We generally calculate duration using variousthird party models. However, empiricalresults and
MaE@party models may produce different durationnumbers for the same securities.

The followingsensitivity analysis shows the estimated impact on the fair value of ourinterest rate-sensitiveinvestments and
positiefB&s of March 31, 2022 and December31, 2021, assuming ratesinstantaneouslyfall 200 bps, fall 100 bps, fall 50 bps, rise 50
bige, 100 bps and rise200 bps, adjusted toreflect the impact of convexity, whichis the measureof the sensitivityof our hedge
PassHENRMIB S’ effective durationto movementsin interest rates. We have a negatively convex assetprofile and a linear to slightly
positively convex hedgeportfolio (short positions).It is not uncommon forus to have losses inboth directions.
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All changes in value in the table below are measured as percentage changes fromthe investmentportfolio value and net asset
at thedbage interest rate scenario. The base interest rate scenarioassumes interestrates and prepayment projections as of March31,

2022 and December 31, 2021.

Actual resultscould differ materially from estimates, especially in the currentmarket environment.To the extent that these
or ofiséiagsasnptions do not holdtrue, whichis likely ina period of high pricevolatility, actual results willlikely differ materially
fi@fections and could be larger or smaller than the estimates in the tablebelow. Moreover, if different models wereemployed in the
analysis, materially different projectionscould result. Lastly, while the table below reflectsthe estimatedimpact of interest rate
HereRs@®aseson a static portfolio, we may fromtime to timesell any of our agency securities as a part of the overallmanagement of
fwrestment portfolio.

Interest Rate Sensitivi€y

Portfolio
Market Book

Change in Interest Rate Valué?®) Valué?®)
As of March 31, 2022
-200 Basis Points (2.12)% (16.38)%
-100 Basis Points (0.24)% (1.89)%
-50 Basis Points 0.16% 1.27%
+50 Basis Points (0.10)% (0.80)%
+100 Basis Points (0.50)% (3.84)%
+200 Basis Points (1.80)% (13.88)%
As of December 31, 2021
-200 Basis Points (2.01)% (17.00)%
-100 Basis Points (0.33)% (2.76)%
-50 Basis Points 0.19% 1.59%
+50 Basis Points (0.48)% (4.04)%
+100 Basis Points (1.64)% (13.91)%
+200 Basis Points (4.79)% (40.64)%

(1) Interest ratesensitivity isderived from modelsthat are dependenton inputs andassumptions providedby third partiesas well as by our
Manag@rassumes there are no changes in mortgage spreadsand assumes astatic portfolio. Actual resultscould differ materially fromthese

(2) dsidinaiestheeffect of derivativesand other securitiesused for hedging purposes.

(3) Estimated dollarchange in investmentportfolio valueexpressed as apercent of the total fairvalue of ourinvestment portfolioas of such date.
(4) Estimated dollarchange in portfoliovalue expressedas a percentof stockholders'equity as of such date.

In additionto changesin interestrates, otherfactors impactthe fair value of ourinterest rate-sensitiveinvestments,such as the
of ti#hgheld curve, marketexpectationsas to futureinterest rate changesand other market conditions.Accordingly, inthe event of
itharges! interest rates, the change in the fair value of ourassets wouldlikely differ from that shown above and such differencemight
Bfaterial andadverse to our stockholders.

Prepayment Risk

Because residentialborrowers have the option to prepay theirmortgage loans at parat any time,we face therisk that we will
experience a return of principalon our investmentsfaster thananticipated. Various factors affect the rateat which mortgage
peeR@yIeniding changes in the level of and directional trends in housing prices, interestrates, generaleconomic conditions,loan age
8ié, loan-to-valueratio, the location of the propertyand social and demographicconditions. Additionally, changesto government
sponsored entity underwritingpractices or other governmental programs could also significantlyimpact prepaymentrates or
EdafGAlPISrepaymentson Agency RMBS increaseduring periodsof falling mortgage interest rates and decrease during periods of
HifiRgage interest rates. However, this may notalways be the case. We may reinvestprincipal repayments at a yield that is loweror
higher than the yield on the repaidinvestment, thus affectingour netinterestincome by altering the average yield on ourassets.
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Spread Risk

When the market spreadwidens betweenthe yield on our Agency RMBS and benchmark interest rates, our net book value could
decline if the value of our AgencyRMBS falls by more thanthe offsetting fair value increases on our hedginginstrumentstied to the
underlying benchmark interest rates. Werefer to this as "spreadrisk" or "basisrisk." The spread risk associated with our mortgage
asgPthe resulting fluctuationsin fair value of thesesecurities can occurindependent of changes in benchmarkinterestrates and may
t6latBer factors impactingthe mortgageand fixed income markets, such as actualor anticipatedmonetary policy actionsby the Fed,
market liquidity, or changes in requiredrates of return on different assets. Consequently, whilewe use futurescontracts and interest
5a¥@ps and swaptions to attempt to protect against movesin interestrates, such instrumentstypically will not protect our net book
¥alifist spreadrisk.

Liquidity Risk

The primary liquidity risk forus arises from financinglong-term assets with shorter-termborrowings through repurchase
Our agse¢snhatsare pledged to secure repurchaseagreements are Agency RMBS and cash. As of March 31,2022, we had unrestricted
cash and cashequivalentsof $297.2 million and unpledged securities of approximately $3.7 million(not includingunsettled
PREUNAIRS or securitiespledged to us) availableto meet margincalls on ourrepurchase agreements and derivative contracts, and for
edpbrate purposes. However, should the value of our AgencyRMBS pledgedas collateral or the valueof our derivativeinstruments
suddenly decrease, margin callsrelating to our repurchaseand derivativeagreements could increase, causing an adverse changein
fiduidity position. Further, there is no assurancethat we willalways be able to renew (or roll) our repurchaseagreements. In addition,
Bdlinterpartieshave the optionto increase our haircuts(marginrequirements)on the assetswe pledge against repurchaseagreements,
thereby reducingthe amount that can be borrowedagainst an asset even if they agreeto renew or roll the repurchase agreement.
Significantlyhigher haircutscan reduce our ability to leverageour portfolioor even forceus to sell assets, especiallyif correlated
prideagselinesor faster prepayment rates on our assets.

Extension Risk

The projectedweighted average lifeand the duration(or interestrate sensitivity)of our investmentsis based on our Manager's
assumptions regarding the rate at which the borrowerswill prepay the underlyingmortgage loans. In general, we use futurescontracts
Aldrest rate swaps and swaptionsto help manageour funding cost on ourinvestments in the eventthat interestrates rise. These
hedgingents allow us to reduce our funding exposure on the notionalamount of the instrument for a specifiedperiod of time.

However, if prepaymentrates decreasein a rising interestrate environment,the average life or duration of our fixed-rateassets or
fixedh@ite portion of the ARM:s or other assetsgenerally extends. This could have a negativeimpact on our results from operations, as
BH8ging instrumentexpirationsare fixed and will, therefore, cover a smallerpercentage of our fundingexposure on our mortgage
dssatstent that their average livesincrease dueto slower prepayments. This situationmay also cause the market valueof our Agency
RMBS and CMOs collateralizedby fixed ratemortgages or hybrid ARMs to declineby more thanotherwise would be the case while
Bfastr hedging instruments would notreceive any incremental offsetting gains. In extreme situations,we may be forced to sell assets
fAaintain adequateliquidity, which could cause us to incurrealized losses.
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Counterparty Credit Risk

We are exposedto counterpartycredit riskrelating to potentiallosses that could be recognizedin the event that the counterparties
our ¥@purchaseagreements and derivative contracts fail to performtheir obligationsunder such agreements. The amount of assets we
pledge as collateral in accordancewith our agreements varies over time based on the marketvalue and notional amountof such assets
Wweell as the value of ourderivative contracts. In the eventof a defaultby a counterparty, we may notreceive paymentsprovided for
thiwdesrms of our agreementsand may havedifficulty obtainingour assets pledged as collateral under such agreements. Our creditrisk
related to certain derivativetransactionsis largely mitigated through daily adjustmentsto collateralpledged basedon changesin
mteednd we limit our counterpartiesto registered central clearingexchanges and major financial institutions with acceptable credit
mBAEering positions with individual counterpartiesand adjusting collateral posted as required. However, there is no guaranteeour
edfRtanage counterparty credit risk will be successfuland we couldsuffer significantlosses if unsuccessful.

ITEM 4. CONTROLSAND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As of the end of the period coveredby this report(the “evaluationdate™), we carried out an evaluation,under the supervision and
the pattiicipationof our management,including our Chief Executive Officer (the “CEO”) and Chief Financial Officer (the “CFO”), of
Hfectiveness of the designand operationof our disclosurecontrolsand procedures, as defined in Rule 13a-15(e)under the Exchange
Bsted on this evaluation,the CEO and CFO concludedour disclosure controls andprocedures,as designed and implemented, were
effective as of the evaluationdate (1) in ensuring that informationregarding the Companyis accumulatedand communicatedto our
management, including our CEO and CFO, by our employees,as appropriateto allow timely decisionsregarding required disclosure
@ylin providingreasonable assurance that informationwe must disclosein our periodicreports under the Exchange Act is recorded,
processed, summarized and reportedwithin the time periodsprescribed by the SEC’srules and forms.

Changes in Internal Controls overFinancial Reporting

There were no significantchanges inthe Company’sinternal control over financialreporting that occurredduring the Company’s
receftdibcal quarter thathave materiallyaffected, or are reasonablylikely to materially affect, the Company’s internal control over

fupunciag.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are not party to any material pending legal proceedings as described in Item 103 of Regulation S-K.
ITEM 1A.RISK FACTORS

A description of certain factors that may affect our future results and risk factorsis set forth in our Annual Report on Form 10-
the }@iﬂénded December 31, 2021. As of March 31, 2022, there have been no material changes in our risk factors from those set
famhir Annual Report on Form 10-K for the year ended December 31, 2021.
ITEM 2. UNREGISTEREDSALES OF EQUITY SECURITIESAND USE OF PROCEEDS

The Company did not have any unregistered sales of its equity securities during the three months ended March 31, 2022.

The table below presents the Company’s share repurchase activity for the three months ended March 31, 2022.

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
Repurchased) Per Share Programs the Authorization
January 1, 2022 - January 31, 2022 - $ - - 17,699,305
February 1, 2022 - February 28, 2022 - - - 17,699,305
March 1, 2022 - March 31, 2022 64,753 3.31 - 17,699,305
Totals / Weighted Average 64,753 $ 3.31 - 17,699,305

(1) Includes sharesof the Company’scommon stockacquired by the Company in connection with the satisfactionof tax withholdingobligations
9Bsted employmentrelated awardsunder equityincentive plans. These repurchasesdo not reducethe number of shares availableunder the
stpakchase program authorization.

ITEM 3. DEFAULTS UPON SENIORSECURITIES
None.

ITEM 4. MINE SAFETYDISCLOSURES
Not Applicable.

ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS

Exhibit No.

sk

*

_'.

3.1

3.2

3.3

4.1

10.1

31.1

31.2

32.1

32.2

Registration Statement on AmendmentNo. 1 to Form S-11 (File No. 333-184538)filed on November28,
2012 and incorporatedherein by reference).

Registration Statement on AmendmentNo. 1 to Form S-11 (File No. 333-184538)filed on November28,
2012 and incorporatedherein by reference).

2022 Long-Term Incentive Compensation Plan*}

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

Certificationof George H. Haas, IV, Chief Financial Officer of the Registrant, pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.*

Certificationof Robert E. Cauley, Chief Executive Officer and President of the Registrant,pursuant to 18
U.S.C. Section1350 as adoptedpursuant to Section 906 of the Sarbanes-Oxley Act of 2002.**
Certificationof George H. Haas, IV, Chief Financial Officer of the Registrant, pursuantto 18 U.S.C.Section
1350 as adoptedpursuantto Section 906 of the Sarbanes-Oxley Act of 2002.**

Exhibit 101.INS XBRL  Inline XBRL Instance Document — the instance document does not appearin 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)

5

kk

Filed herewith.

Furnished herewith.

Submitted electronically herewith.
Management contract or compensatoryplan.
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Signatures

Pursuant to the requirementsof Section 13 or 15(d)of the Securities Exchange Act of 1934,as amended, the registranthas duly
daigseehort to be signedon its behalfby the undersigned,thereunto duly authorized.

Orchid Island Capital, Inc
Registrant

Date:  April 29, 2022 By: /s/ Robert E. Cauley
Robert E. Cauley
Chief Executive Officer, President and Chairman of the Board
(Principal Executive Officer)

Date:  April 29, 2022 By: /s/ George H. Haas, IV
George H. Haas, IV
Secretary, Chief Financial Officer, Chief Investment Officer and
Director (Principal Financial and Accounting Officer)
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Exhibit 10.1

ORCHID ISLAND CAPITAL, INC.

2022 LONG-TERM EQUITY INCENTIVE COMPENSATION PLAN

This 2022 Long-Term Equity Incentive Compensation Plan (the “2022 Plan”) sets forth
terms and conditions on which equity awards may be made by Orchid Island Capital, Inc. (the
“Company”).

All employees of Bimini Advisors, LL.C, which is the Company’s external manager (the
“Manager”), and employees of entities affiliated with the Manager (collectively, the
“Employees™) are eligible to participate in the 2022 Plan. Members of our Manager’s and its
affiliates’ senior management team also serve as the Company’s executive officers, including the
Company’s Chief Executive Officer and Chief Financial Officer. All of the Employees are
referred to as “Participants.” Being a Participant does not entitle the individual to an award under
the 2022 Plan. The Compensation Committee of the Board of Directors of the Company (the
“Committee”) will have absolute sole discretion over all aspects of the 2022 Plan, including but
not limited to the ability to reduce the amount of any bonus award or the size of the bonus pool
even if the performance objectives and other terms of the 2022 Plan are satisfied and to adjust
the Company’s book value for purposes of the 2022 Plan due to dilutive issuances of the
Company’s common stock.

Participants will be eligible to earn awards under the 2022 Plan for performance over the
next one-year, three-year and five-year periods. A bonus pool will be established under the 2022
Plan for each of the one-, three- and five-year measurement periods. The amount credited to the
bonus pool will be based on the Company’s performance under each of the three performance
criteria (which are described below) of the 2022 Plan for each of the three measurement periods.
The Committee, in its discretion, will determine each Participant’s award (i.e., the percentage of
the bonus pool paid to each Participant).

The maximum amount that may be credited to the bonus pool for each measurement
period will equal the average management fees paid by the Company to the Manager (pursuant
to the terms of the management agreement between the Company and the Manager) for such
period multiplied by the applicable percentage described in the table below. Under the 2022
Plan, the maximum bonus pool for awards to be issued for performance during (i) the one-year
measurement period will equal 20% of the average monthly management fee earned during 2022
multiplied by 12, (ii) the three-year measurement period will equal 35% of the average annual
management fee paid for 2022 through 2024 and (iii) for the five-year measurement period will
equal 45% of the average annual management fee paid for 2022 through 2026.

As noted above, the amount credited to the bonus pool for each measurement period will
reflect the Company’s performance measured against the three performance criteria described
below. The table below illustrates the maximum amount that may be credited to the bonus pool



for each measurement period (as a percentage of the average management fees for the applicable
period). The table also shows the amount that may be credited to the bonus pool for each
measurement period (also as a percentage of the average management fees for the applicable
period) for achievement of objectives with respect to each of the performance criteria. For
example, the maximum amount that may be credited to the bonus pool for the three-year
measurement period based on Agency RMBS rate (as defined below) relative performance is
10.50% of the average management fees paid for 2022 through 2024.

| 1-year | 3-year S5-year
Peer-relative financial performance 9.00% 15.75% 20.25%
Agency RMBS rate relative performance 6.00% 10.50% 13.50%
Peer-relative book value performance 5.00% 8.75% 11.25%
Total for Measurement Period 20.00% 35.00% 45.00%

The Committee established the following performance measures and the performance
thresholds that must be satisfied for awards to be earned under the 2022 Plan.

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

Agency RMBS Rate Relative Performance. The Company’s performance under this
performance measure will equal the sum of the change in book value during the applicable
measurement period and total dividends paid during the measurement period. No amount will be
earned for this performance measure unless the Company’s performance as calculated in the
preceding sentence for the applicable measurement period exceeds the Agency RMBS rate
multiplied by the number of years in the measurement period. The “Agency RMBS rate” will
equal the yield on the Fannie Mae 30-year fixed rate current coupon mortgage as of the
beginning of 2022 of 2.067% (determined by averaging the rate as of the last business day of
2021 and the first business day of 2022) plus 400 bps, or 6.067%.



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

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

maximum award.

1-year

3-year

5-year

Peer-relative financial performance

Threshold + 5.0%

Threshold + 10.0%

Threshold + 15.0%

Agency RMBS rate relative performance

Threshold + 5.0%

Threshold + 10.0%

Threshold + 15.0%

Peer-relative book value performance

Threshold + 2.0%

Threshold + 4.0%

Threshold + 6.0%

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

year

following the end of the relevant measurement period. The Committee anticipates that 50% of
earned bonuses will be paid in unrestricted shares of the Company’s common stock and 50% will
be paid in the form of “Performance Units,” all of which will be issued under the 2021 Equity
Incentive Plan (the “2021 Plan”). The number of unrestricted shares of the Company’s common
stock and Performance Units to be issued in satisfaction of the earned bonuses will be
determined by dividing the amount of such bonus by the average closing price of the Company’s
common stock on the New York Stock Exchange for the 10 trading days preceding the grant date
of the common stock and Performance Units rounded to the nearest whole number. The
Performance Units will vest at the rate of 10% per quarter commencing with the first quarter
after the one year anniversary of the end of the applicable measurement period, with the
Participant receiving one share of the Company’s common stock for each Performance Unit that
vests. The Participant must continue to be employed by the Company as of the end of each such
quarter in order to vest in the number of Performance Units scheduled to vest on that date. In the
event of a Change in Control (as defined in the 2021 Plan) or the death or disability of the
Participant, all of his or her Performance Units will be vested. When vested, each Performance
Unit will be settled by the issuance of one share of the Company’s common stock, at which time
the Performance Unit shall be cancelled immediately, but in no case later than March 30 of the
year after the year in which the Performance Units vest.




The Performance Units will contain dividend equivalent rights which entitle the
Participants to receive distributions declared by the Company on common stock. One
Performance Unit is equivalent to one share of common stock for purposes of the dividend
equivalent rights. Other than dividend equivalent rights, the Performance Units do not entitle the
Participants to any of the rights of a stockholder of the Company.

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

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

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

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

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



Exhibit 31.1

CERTIFICATIONS

I, Robert E. Cauley, certify that:
1. T have reviewed this quarterly report on Form 10-Q of Orchid Island Capital, Inc. (the "registrant");

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 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;

c) 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: April 29, 2022

/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.

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

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;

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;

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

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: April 29, 2022

/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, 18 U.S.C. SECTION 1350

In connection with the quarterly report on Form 10-Q of Orchid Island Capital, Inc. (the “Company”) for
the period ended March 31, 2022 to be filed with the Securities and Exchange Commission on or about
the date hereof (the ”Report”), I, Robert E. Cauley, Chairman of the Board and Chief Executive Officer of
the Company, certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C.

Section 1350, that:

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

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

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

April 29, 2022 /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, 18 U.S.C. SECTION 1350

In connection with the quarterly report on Form 10-Q of Orchid Island Capital, Inc. (the “Company”) for
the period ended March 31, 2022 to be filed with the Securities and Exchange Commission on or about
the date hereof (the "Report”), I, George H. Haas, Chief Financial Officer of the Company, certify,
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C. Section 1350, that:

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

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

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

April 29, 2022 /s/ George H. Haas, IV
George H. Haas, IV
Chief Financial Officer







