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CALCULATION OF REGISTRATION FEE

Proposed Maximum
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)

Estimated solely for purposes of determining the registration fee in accordance with Rule 457(0) of the Securities Act of 1933.

(2)
Fee calculated in accordance with Rule 457(0) of the Securities Act of 1933.
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accordance with Section 8(a) of the Securities Act of 1933 or until the registration statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.

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

SUBJECT TO COMPLETION, DATED March 18, 2004

PROSPECTUS

[ ] Shares

Class A Common Stock

This is the initial public offering of our Class A Common Stock. No public market currently exists for our Class A Common Stock. We are
selling all of the shares of Class A Common Stock offered hereby. Our Class A Common Stock is subject to ownership limitations intended to
preserve our status as a real estate investment trust, or REIT, for federal income tax purposes.

Our Class A Common Stock is not currently listed on any national exchange or market system. We anticipate that the initial public offering
price of our Class A Common Stock will be between $[ ] and $[ ] per share. We intend to apply to have our Class A Common
Stock listed on the New York Stock Exchange under the symbol "BMM."
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Investing in our Class A Common Stock involves risks. See ''Risk Factors'' beginning on page 7 for a
discussion of risks relating to our Class A Common Stock, including, among others:

We commenced operations in December 2003 and have a limited operating history. Our officers, Jeffrey J. Zimmer and
Robert E. Cauley, have no prior experience managing a REIT. Accordingly, we might not be able to operate our business or
implement our operating policies and strategies successfully.

Interest rate mismatches between our mortgage related securities and our borrowings used to fund our purchases of mortgage
related securities might reduce our net income or result in a loss during periods of changing interest rates.

Increased levels of prepayments on the mortgages underlying our mortgage related securities might decrease our net interest
income or result in a net loss.

We generally seek to borrow eight to 12 times the amount of our equity. This leveraging could reduce our net income and
our cash available for distributions to stockholders or cause us to suffer losses.

Failure to qualify or maintain our qualification as a REIT for federal income tax purposes would subject us to federal income
tax on our taxable income at regular corporate rates, thereby reducing the amount of funds available for distributions to

stockholders.
Per Share Total
Public offering price $ $
Underwriting discounts $ $
Proceeds, before expenses, to us $ $
We have granted the underwriters a 30-day option to purchase up to an additional [ ] shares of our Class A Common Stock to

cover over-allotments, if any.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

We expect the shares of our Class A Common Stock will be ready for delivery to purchasers on or about [ ], 2004.

FRIEDMAN BILLINGS RAMSEY FLAGSTONE SECURITIES

The date of this prospectus is , 2004

We have filed for registration in the U.S. Patent and Trademark Office for the marks "Bimini Mortgage Management, Inc.", "Bimini
Investment Management" and "Bimini." All other brand names or trademarks appearing in this prospectus are the property of their respective
holders.
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PROSPECTUS SUMMARY

This section summarizes information contained elsewhere in this prospectus. You should read this entire prospectus carefully, including the
section titled "Risk Factors" and our financial statements and related notes, before making an investment in our Class A Common Stock. As used
in this prospectus, "Bimini," "company,” "we," "our," and "us" refer to Bimini Mortgage Management, Inc., except where the context otherwise
requires. Unless otherwise indicated, the information in this prospectus assumes that the underwriters will not exercise their over-allotment
option to purchase additional shares of our Class A Common Stock, and that the shares of our Class A Common Stock to be sold in this offering

are sold at $[ ] per share, which is the midpoint of the range indicated on the front cover of this prospectus.

"on

Bimini Mortgage Management, Inc.
General

We were formed in September 2003 to invest primarily in residential mortgage related securities issued by the Federal National Mortgage
Association (more commonly known as Fannie Mae), the Federal Home Loan Mortgage Corporation (more commonly known as Freddie Mac)
and the Government National Mortgage Association (more commonly known as Ginnie Mae). We will earn returns on the spread between the
yield on our assets and our costs, including the interest expense on the funds we borrow. We intend to borrow between eight and 12 times the
amount of our equity capital to attempt to enhance our returns to stockholders. We are self-managed and self-advised. We intend to elect to be
taxed as a real estate investment trust, or REIT, for federal income tax purposes commencing with our taxable year ended December 31, 2003.
As a REIT, we generally are not subject to federal income tax on the REIT taxable income that we distribute to our stockholders.

We commenced operations in December 2003, following an initial private placement of our Class A Common Stock. We raised aggregate
net proceeds (after commissions and expenses) of approximately $139.2 million between December 2003 and February 2004 in private
placements of our Class A Common Stock.

As of February 29, 2004 we had a portfolio of mortgage related securities that totaled $1.49 billion and was comprised of 41.4% fixed-rate
mortgage-backed securities, 34.4% floating rate collateralized mortgage obligations, 15.7% adjustable-rate mortgage-backed securities, 4.3%
hybrid adjustable-rate mortgage-backed securities (securities backed by mortgages with fixed initial rates which, after a period, convert to
adjustable rates) and 4.2% balloon maturity mortgage-backed securities (securities backed by mortgages where a significant portion of principal
is repaid only at maturity). Of this portfolio, 59% was issued by Fannie Mae, 35% was issued by Freddie Mac and 6% was issued by Ginnie
Mae.

Our portfolio had a weighted average yield of [ ]% for the three months ended March 31, 2004. Our weighted average borrowing cost for
the three months ended March 31, 2004 was [ ]%. The constant prepayment rate for the portfolio was [ ]% for March 2004, which reflects
the annualized proportion of principal that was prepaid. The effective duration for the portfolio was [ ]years as of March 31, 2004. Duration
measures the price sensitivity of a fixed income security to movements in interest rates. Effective duration captures both the movement in
interest rates and the fact that cash flows to a mortgage related security are altered when interest rates move.

We intend to use the proceeds of this offering and additional borrowings to acquire additional mortgage related securities which are similar
to those in our current portfolio.

Our principal offices are located at 3305 Flamingo Drive, Suite 100, Vero Beach, Florida 32963. Our telephone number is (772) 231-1400.

Risk Management Approach

We seek to differentiate our company from other mortgage portfolio managers through our approach to risk management. We invest in a
limited universe of mortgage related securities, primarily those issued by Fannie Mae, Freddie Mac and Ginnie Mae. Payment of principal and
interest underlying securities issued by Ginnie Mae is guaranteed by the U.S. Government. Fannie Mae and Freddie Mac mortgage related
securities are guaranteed as to payment of principal and interest by the respective agency issuing the security. We seek to manage the risk of
prepayments of the underlying mortgages by creating a diversified portfolio with a variety of prepayment characteristics. We seek to address the
risk of leverage through our proprietary model, which assists us in determining appropriate levels of borrowing. Finally, we seek to address
interest rate risks by managing the interest rate indices and borrowing periods of our debt, as well as through hedging against interest rate
changes by buying interest rate caps and securing funding agreements.

Asset Acquisition Strategy
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The primary assets in our current portfolio of mortgage related securities are fixed-rate mortgage-backed securities, floating rate
collateralized mortgage obligations, adjustable-rate mortgage-backed securities, hybrid adjustable-rate mortgage-backed securities and balloon
maturity mortgage-backed securities. The mortgage related securities we acquire are obligations issued by federal agencies or federally chartered
entities, primarily Fannie Mae, Freddie Mac and Ginnie Mae.

We use a three-step process in building and maintaining our investment portfolio. The first step is an asset allocation process based on our
proprietary model. We then apply our market views to adjust the asset allocation results determined in step one. Finally, we employ our risk
based capital methodology to set our leverage ratio. We repeat this process on a regular basis and as market conditions warrant.

We intend to diversify our portfolio to avoid undue loan originator, geographic and other types of concentrations. We seek to manage the
effects on our income of prepayments of the mortgage loans underlying our securities, at a rate materially different than anticipated. We intend
to do this by structuring a diversified portfolio with a variety of prepayment characteristics, investing in mortgage related securities or structures
with prepayment protections and purchasing mortgage related securities at a premium and at a discount.

Leverage Strategy

We use leverage in an attempt to increase potential returns to our stockholders. We generally borrow between eight to 12 times the amount
of our equity, although our investment policies require no minimum or maximum leverage. We borrow against existing mortgage related
securities and use the proceeds to acquire additional mortgage related securities. We use repurchase agreements to leverage our portfolio. As of
February 29, 2004, our repurchase agreements totaled $1.4 billion, or 10 times our equity capital at that date. As of February 29, 2004, we had
relationships with 11 repurchase providers, and through these relationships we believe we have access to total lines of approximately
$3.8 billion, of which $2.4 billion was unused.

We seek to structure our financing to limit the effect of fluctuations in short-term rates on our interest rate spread. We enter into
collateralized borrowings only with institutions that are rated investment grade by at least one nationally-recognized statistical rating agency.

We seek to protect our capital base through the use of a risk-based capital methodology that is patterned on the general principles
underlying the proposed risk-based capital standard for internationally active banks of the Basel Committee on Banking Supervision. Through
this approach, we identify components of risk associated with the assets we intend to acquire, and we use these

components of risk to arrive at a risk coefficient for each asset. The four primary components of our risk coefficient are duration, convexity,
market expectations on return and the slope of the yield curve. We calculate risk measures for each asset and then aggregate them into the risk
measure for the entire portfolio, which guides us to an appropriate amount of overall leverage. We analyze the portfolio's risk measures on a
daily basis. The leverage ratio will rise as the risk level of the portfolio declines and fall as the portfolio's risk level increases. The goal of our
approach is to ensure that our portfolio's leverage ratio is appropriate for the level of risk inherent in the portfolio.

Interest Rate Risk Management

We believe the primary risk inherent in our investments is the effect of movements in interest rates. This arises because the changes in
interest rates on our borrowings will not be perfectly coordinated with the effects of interest rate changes on the income from, or value of, our
investments. We therefore follow an interest rate risk management program designed to offset the potential adverse effects resulting from the
rate adjustment limitations on our mortgage related securities. We seek to minimize differences between interest rate indices and interest rate
adjustment periods of our adjustable-rate securities and related borrowings.

As a further means of protecting our portfolio against the effects of major interest rate changes, we may employ a hedging strategy under
which we purchase interest rate cap contracts (under which we would generally be entitled to payment if interest rate indices exceed the agreed
rates) or rate lock or other guaranteed financing contracts (under which we would pay a fee to guarantee certain lines of borrowing at certain
rates or for certain periods of time). Under these contracts we are generally only at risk for the fees paid. These contracts are intended to protect
us from significant increases in interest rates. To date, we have not entered into any hedging transactions.

Recent Developments

On March 10, 2004, our board of directors declared a dividend of $0.39 per share payable April 23, 2004 to stockholders of record as of
March 10, 2004. For the three months ended March 31, 2004, we earned net income of $[ ] million or $[ ] per share. At March 31, 2004 we
had total stockholders' equity of $[ ] million or $[ ] per share.
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Risk Factors

An investment in our Class A Common Stock involves material risks. Each prospective purchaser of our Class A Common Stock should
consider carefully the matters discussed under "Risk Factors" beginning on page 7 before investing in our Class A Common Stock. Some of the
risks include:

We commenced operations in December 2003 and have a limited operating history. Our officers, Jeffrey J. Zimmer and
Robert E. Cauley, have no prior experience managing a REIT. Accordingly, we might not be able to operate our business or
implement our operating policies and strategies successfully.

Interest rate mismatches between our mortgage related securities and our borrowings used to fund our purchases of mortgage
related securities might reduce our net income or result in a loss during periods of changing interest rates.

Increased levels of prepayments on the mortgages underlying our mortgage related securities might decrease our net interest
income or result in a net loss.

We generally seek to borrow eight to 12 times the amount of our equity. Such leveraging could reduce our net income and
our cash available for distributions to stockholders or cause us to suffer losses.

Failure to qualify or maintain our qualification as a REIT for federal income tax purposes would subject us to federal income
tax on our taxable income at regular corporate rates, thereby reducing the amount of funds available for distributions to
stockholders.

Our board of directors may change our operating policies and strategies without prior notice to you or stockholder approval,
and such changes could harm our business and results of operations and the value of our stock.

Our officers own shares of Class B Common Stock and may take undue risks in managing our company in order to cause a
conversion of these shares.

Management

We are self-managed and self-advised. Our two executive officers have significant experience in the mortgage related securities market.
Jeffrey Zimmer, our President, Chief Executive Officer and Chairman of the Board, has 19 years experience in the mortgage-backed securities
markets, most recently as a managing director at RBS/Greenwich Capital, where he sold and researched almost every type of mortgage-backed
security. Robert E. Cauley, CFA, our Secretary, Chief Investment Officer and Chief Financial Officer, has nine years of experience in the
mortgage and asset-backed securities markets. Mr. Cauley was most recently Vice President, Portfolio Manager at Federated Investment
Management Company where he was also a lead portfolio manager, co-manager, or assistant portfolio manager of $4.25 billion in mortgage and
asset-backed securities funds.

This Offering
Class A Common Stock offered by us [ ] shares(1)
Class A Common Stock to be outstanding after this
offering [ ] shares(2)(3)
Use of proceeds We intend to invest 100% of the net proceeds of this

offering (after offering expenses and underwriting
discounts) to expand our portfolio of residential
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mortgage related securities issued primarily by
Fannie Mae, Freddie Mac and Ginnie Mae. Until
these assets can be identified and obtained, we may
temporarily invest the balance of the proceeds of this
offering in interest-bearing short-term investment
grade securities or money market accounts consistent
with our intention to qualify as a REIT, or we may
hold cash. We estimate that the expenses of this

offering will be approximately $[ ]. See "Use
of Proceeds."
Trading This is our initial public offering. We intend to apply

to have our Class A Common Stock listed on the
New York Stock Exchange under the symbol
"BMM." No public market currently exists for shares
of our Class A Common Stock, and we can give no
assurance that an active trading market for our shares
will develop.

4
)]
Excludes up to [ ] shares of our Class A Common Stock that may be issued by us upon exercise of the underwriters'
over-allotment option.
@
Based on 10,009,150 shares outstanding on February 29, 2004 and excludes up to [ ] shares of our Class A Common Stock that
may be issued by us upon exercise of the underwriters' over-allotment option.
3

This amount excludes up to 638,776 shares of our Class A Common Stock issuable upon conversion of our shares of Class B Common
Stock and Class C Common Stock. See "Description of Capital Stock Common Stock Conversion Rights." This amount also excludes
4,000,000 shares of our Class A Common Stock reserved for issuance under our 2003 stock incentive plan.

Our Tax Status

We intend to qualify and will elect to be taxed as a REIT under the Internal Revenue Code of 1986 as amended, or the Internal Revenue
Code, commencing with our taxable year ended December 31, 2003. Provided that we qualify as a REIT, we generally will not be subject to
federal income tax on our taxable income that is currently distributed to our stockholders. REITs are subject to a number of organizational and
operational requirements, including a requirement that they currently distribute at least 90% of their annual REIT taxable income excluding net
capital gains. We cannot assure you that we will be able to comply with such requirements in the future. Failure to qualify as a REIT in any
taxable year would render us subject to federal income tax on our taxable income at regular corporate rates. See "Risk Factors Legal and Tax
Risks If we fail to qualify as a REIT, we will be subject to tax as a regular corporation and may face substantial tax liability," and "Certain
Federal Income Tax Consequences Failure to Qualify as a REIT." Even if we qualify for taxation as a REIT, we may be subject to certain U.S.
federal, state, local and foreign taxes on our income and property. See "Certain Federal Income Tax Consequences General." In connection with
our election to be taxed as a REIT, our charter prohibits any stockholder from directly or indirectly owning more than 9.8% of the outstanding
shares, by value or number, whichever is more restrictive, of our common stock or of our stock in the aggregate. See "Description of Capital
Stock Ownership Limitations."

Distributions

To avoid corporate income and excise taxes and to maintain our qualification as a REIT under the Internal Revenue Code, we intend to
distribute to our stockholders all or substantially all of our REIT taxable income (which does not necessarily equal net income as calculated in
accordance with generally accepted accounting principles, or GAAP). See "Certain Federal Income Tax Consequences Annual Distribution
Requirements." All distributions will be made by us at the discretion of our board of directors and will depend on our taxable earnings, financial
condition and such other factors as our board of directors deems relevant.



Edgar Filing: BIMINI MORTGAGE MANAGEMENT INC - Form S-11

5

Summary Financial Data

The following summary financial data is derived from our unaudited financial statements as of and for the three months ended March 31,
2004. The summary financial data should be read in conjunction with the more detailed information contained in our financial statements and
related notes and "Management's Discussion and Analysis of Financial Condition and Results of Operations" included elsewhere in this
prospectus.

Three months ended
March 31, 2004

(unaudited)

Statement of Operations Data:
Revenues:

Interest income

Interest expense

Net interest income
Expenses:

Trading costs, commissions and other trading expenses
Other direct costs
Compensation and related benefits
Start-up and organization costs
Occupancy costs
Audit and legal fees
Other administrative expenses
Total expenses

Net income (loss)
Net loss per share, basic and diluted
Weighted average number of Class A common shares outstanding, used in calculating
basic and diluted
March 31,
2004

(unaudited)

Balance Sheet Data:

Mortgage-backed securities available for sale, at fair value
Mortgage-backed securities pledged as collateral, at fair value
Total mortgage-backed securities, at fair value

Total assets

Repurchase agreements

Total liabilities

Accumulated other comprehensive loss

Total stockholders' equity

Class A common shares issued and outstanding

Book value per share of Class A common stock

RISK FACTORS
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You should carefully consider the risks described below before making an investment decision. Our business, financial condition or results
of operations could be harmed by any of these risks. Similarly, these risks could cause the market price of our Class A Common Stock to decline
and you might lose all or part of your investment. Our forward-looking statements in this prospectus are subject to the following risks and
uncertainties. Our actual results could differ materially from those anticipated by our forward-looking statements as a result of the risk factors
below. The risks described below are not the only ones facing our company. Additional risks not presently known to us or that we currently deem
immaterial might also impair our business operations.

Risks Related to Our Business

We have a limited operating history and might not be able to operate our business or implement our operating policies and strategies
successfully.

We began operations in December of 2003 and therefore have a limited operating history. The results of our operations will depend on
many factors, including the availability of opportunities for the acquisition of mortgage related securities, the level and volatility of interest rates,
readily accessible short- and long-term funding alternatives in the financial markets and economic conditions. Our financial success will depend
on our ability to successfully identify, acquire and manage a portfolio of mortgage related securities and, in particular, our ability to successfully
implement our risk management strategy. We might not successfully operate our business or implement our operating policies and strategies as
described in this prospectus.

Interest rate mismatches between our adjustable-rate securities and our borrowings used to fund our purchases of the mortgage related
securities may reduce our net income or result in a loss during periods of changing interest rates.

Some of the mortgage-backed securities that we invest in are adjustable-rate securities. This means that the interest rates of the securities
may vary over time based on changes in a short-term interest rate index, of which there are many. We finance our acquisitions of adjustable-rate
securities in part with borrowings that have interest rates based on indices and repricing terms similar to, but perhaps with shorter maturities
than, the interest rate indices and repricing terms of the adjustable-rate securities. Short-term interest rates are ordinarily lower than longer-term
interest rates. During periods of changing interest rates, this interest rate mismatch between our assets and liabilities could reduce or eliminate
our net income and dividend yield and could cause us to suffer a loss. In particular, in a period of rising interest rates, we could experience a
decrease in, or elimination of, net income or a net loss because the interest rates on our borrowings adjust faster than the interest rates on our
adjustable-rate securities.

Interest rate fluctuations will also cause variances in the yield curve, which may reduce our net income. The relationship between
short-term and longer-term interest rates is often referred to as the "yield curve." If short-term interest rates rise disproportionately relative to
longer-term interest rates (a flattening of the yield curve), our borrowing costs may increase more rapidly than the interest income earned on our
assets. Because our assets may bear interest based on longer-term rates than our borrowings, a flattening of the yield curve would tend to
decrease our net income and the market value of our mortgage loan assets. Additionally, to the extent cash flows from investments that return
scheduled and unscheduled principal are reinvested in mortgage loans, the spread between the yields of the new investments and available
borrowing rates may decline, which would likely decrease our net income. It is also possible that short-term interest rates may exceed
longer-term interest rates (a yield curve inversion), in which event our borrowing costs may exceed our interest income and we could incur
operating losses.

Increased levels of prepayments on the mortgages underlying our mortgage related securities might decrease our net interest income or
result in a net loss.

Pools of mortgage loans underlie the mortgage related securities that we acquire. We generally receive payments from the payments that
are made on these underlying mortgage loans. When we acquire mortgage related securities, we anticipate that the underlying mortgages will
prepay at a projected rate generating an expected yield. When borrowers prepay their mortgage loans faster than expected, this results in
corresponding prepayments on the mortgage related securities that are faster than expected. Faster-than-expected prepayments could potentially
harm the results of our operations in various ways, including the following:

We seek to purchase some mortgage related securities that have a higher interest rate than the market interest rate at the time.
In exchange for this higher interest rate, we will be required to pay a premium over the market value to acquire the security.
In accordance with applicable accounting rules, we will be required to amortize this premium over the term of the mortgage

9
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related security. If the mortgage related security is prepaid in whole or in part prior to its maturity date, however, we must
expense the premium that was prepaid at the time of the prepayment.

A portion of our adjustable-rate mortgage-backed securities may bear interest at rates that are lower than their fully indexed
rates, which are equivalent to the applicable index rate plus a margin. If an adjustable-rate mortgage-backed security is
prepaid prior to or soon after the time of adjustment to a fully-indexed rate, we will have held that mortgage related security
while it was less profitable and lost the opportunity to receive interest at the fully indexed rate over the remainder of its
expected life.

If we are unable to acquire new mortgage related securities to replace the prepaid mortgage related securities, our financial
condition, results of operations and cash flow may suffer and we could incur losses.

Prepayment rates generally increase when interest rates fall and decrease when interest rates rise, but changes in prepayment rates are
difficult to predict. Prepayment rates also may be affected by other factors, including, without limitation, conditions in the housing and financial
markets, general economic conditions and the relative interest rates on adjustable-rate and fixed-rate mortgage loans. While we seek to minimize
prepayment risk, we must balance prepayment risk against other risks and the potential returns of each investment when selecting investments.
No strategy can completely insulate us from prepayment or other such risks.

We have not yet identified any specific mortgage related securities to purchase with the net proceeds of this offering and may be unable
to invest a significant portion of such net proceeds on acceptable terms or at all, which could harm our financial condition and operating
results.

As of the date of this prospectus, we have not identified any specific mortgage related securities which we intend to acquire with the
proceeds from this offering. As a result, you will not be able to evaluate the economic merits of any investments we make with the net proceeds
of this offering prior to the purchase of your shares. You must rely on our ability to evaluate our investment opportunities.

Until we identify and acquire mortgage related securities consistent with our investment strategy, we intend to temporarily invest the
balance of the net proceeds of this offering in readily marketable interest-bearing assets consistent with our intention to qualify as a REIT.
Depending on the amount of leverage that we use, the full investment of the net proceeds of this offering will result in a substantial increase in
our total assets. We cannot assure you that we will be able to invest all of these funds in mortgage related securities that meet our investment
strategy at favorable prices. As a result, we may not be able to acquire enough mortgage related securities in order to become fully invested after
this offering, or we may have to pay more for mortgage related securities than we would like.

We may incur increased borrowing costs related to repurchase agreements that would harm our results of operations.

Our borrowing costs under repurchase agreements are generally adjustable and correspond to short-term interest rates, such as LIBOR or a
short-term Treasury index, plus or minus a margin. The margins on these borrowings over or under short-term interest rates may vary depending
upon a number of factors, including, without limitation:

the movement of interest rates;

the availability of financing in the market; and

the value and liquidity of our mortgage related securities.

Most of our borrowings are collateralized borrowings in the form of repurchase agreements. If the interest rates on these repurchase
agreements increase, our results of operations will be harmed and we may incur losses.

Interest rate caps on our adjustable-rate mortgage-backed securities may reduce our income or cause us to suffer a loss during periods
of rising interest rates.

10
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Adjustable-rate mortgage-backed securities are typically subject to periodic and lifetime interest rate caps. Periodic interest rate caps limit
the amount an interest rate can increase during any given period. Lifetime interest rate caps limit the amount an interest rate can increase through
the maturity of a mortgage-backed security. Our borrowings typically are not subject to similar restrictions. Accordingly, in a period of rapidly
increasing interest rates, the interest rates paid on our borrowings could increase without limitation while caps could limit the interest rates on
our adjustable-rate mortgage-backed securities. This problem is magnified for adjustable-rate mortgage-backed securities that are not fully
indexed. Further, some adjustable-rate mortgage-backed securities may be subject to periodic payment caps that result in a portion of the interest
being deferred and added to the principal outstanding. As a result, we may receive less cash income on adjustable-rate mortgage-backed
securities than we need to pay interest on our related borrowings. These factors could reduce our net interest income or cause us to suffer a net
loss.

We may experience reduced net interest income or a loss from holding fixed-rate investments during periods of rising interest rates.

We fund our acquisition of fixed-rate mortgage-backed securities with repurchase agreements and term loans. During periods of rising
interest rates, our costs associated with borrowings used to fund the acquisition of fixed-rate assets are subject to increases while the income we
earn from these assets remains substantially fixed. This would reduce and could eliminate the net interest spread between the fixed-rate
mortgage-backed securities that we purchase and our borrowings used to purchase them, which would reduce our net interest income and could
cause us to suffer a loss.

Our leverage strategy increases the risks of our operations, which could reduce our net income and the amount available for
distributions to stockholders or cause us to suffer a loss.

We generally seek to borrow between eight and 12 times the amount of our equity, although at times our borrowings may be above or
below this amount. We incur this indebtedness by borrowing against a substantial portion of the market value of our mortgage related securities.
Our total indebtedness, however, is not expressly limited by our policies and will depend on our and our prospective lender's estimate of the
stability of our portfolio's cash flow. We face the risk that we might not be able to meet our debt service obligations or a lender's margin
requirements from our income and, to the extent we cannot, we might be forced to liquidate some of our assets at unfavorable prices. Our use of
leverage amplifies the risks associated with other risk factors, which could reduce our net

income and the amount available for distributions to stockholders or cause us to suffer a loss. For example:

A majority of our borrowings are secured by our mortgage related securities, generally under repurchase agreements. A
decline in the market value of the mortgage related securities used to secure these debt obligations could limit our ability to
borrow or result in lenders requiring us to pledge additional collateral to secure our borrowings. In that situation, we could
be required to sell mortgage related securities under adverse market conditions in order to obtain the additional collateral
required by the lender. If these sales are made at prices lower than the carrying value of the mortgage related securities, we
would experience losses.

A default under a mortgage related security that constitutes collateral for a loan could also result in an involuntary
liquidation of the mortgage related security, including any cross-collateralized mortgage related securities. This would result
in a loss to us of the difference between the value of the mortgage related security upon liquidation and the amount borrowed
against the mortgage related security.

To the extent we are compelled to liquidate qualified REIT assets to repay debts, our compliance with the REIT rules
regarding our assets and our sources of income could be negatively affected, which would jeopardize our status as a REIT.
Losing our REIT status would cause us to lose tax advantages applicable to REITs and would decrease our overall
profitability and distributions to our stockholders.

If we experience losses as a result of our leverage policy, such losses would reduce the amounts available for distribution to
our stockholders.

We may not be able to purchase interest rate caps at favorable prices.
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Our policies permit us to purchase interest rate caps to help us reduce our interest rate and prepayment risks associated with our investments
in mortgage related securities. This strategy potentially helps us minimize our exposure to significant changes in interest rates. If we decide to
enter into a cap transaction in the future, these transactions may prove to be very expensive or impractical. Additionally, the use of these
transactions could have a negative impact on our earnings and our status as a REIT. Thus, in order to maintain our qualification as a REIT, we
will be required to limit our use of interest rate caps.

An increase in interest rates may adversely affect our book value.

Increases in interest rates may negatively affect the fair market value of our mortgage related securities. Our fixed-rate mortgage-backed
securities will generally be more negatively affected by such increases. In accordance with GAAP, we will be required to reduce the carrying
value of our mortgage related securities by the amount of any decrease in the fair value of our mortgage related securities compared to amortized
cost. If unrealized losses in fair value occur, we will have to either reduce current earnings or red