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Item 1.01. Entry Into a Material Definitive Agreement.
 

On February 8, 2019, Two Harbors Investment Corp. (“Two Harbors,” “we,” “our” or “us”) entered into an equity distribution agreement (“the “Equity Distribution
Agreement”) with Credit Suisse Securities (USA) LLC, which we refer to as the “Sales Agent.” In accordance with the terms of the Equity Distribution Agreement, we may
offer and sell up to 35,000,000 shares of our common stock, par value $0.01 per share (the “Shares”), from time to time through the Sales Agent.
 

Sales of the Shares, if any, may be made in negotiated transactions or transactions that are deemed to be “at the market” offerings as defined in Rule 415 under the
Securities Act of 1933, as amended, including sales made directly on the NYSE or sales made to or through a market maker other than on an exchange. The Sales Agent will
make all sales using commercially reasonable efforts consistent with its normal trading and sales practices, on mutually agreed terms between the Sales Agent and us. The Sales
Agent will be entitled to total compensation of up to 2% of the gross proceeds from the sale of the Shares sold under the Equity Distribution Agreement.
 

The Shares will be issued pursuant to the Company’s shelf registration statement on Form S-3 (No. 333-223311) (the “Registration Statement”), including the
prospectus, dated February 28, 2018, and the prospectus supplement, dated February 8, 2019, as the same may be amended or supplemented.
 

The Company has agreed to indemnify the Sales Agent against certain specified types of liabilities, including liabilities under the Securities Act, or to contribute to
payments that the sales agent may be required to make because of those liabilities. The Sales Agent or its respective affiliates have engaged and may in the future engage in
various financing, commercial banking and investment banking services with, and have provided and may in the future provide financial advisory services to, the Company and
its affiliates for which they have received or may receive customary fees and expenses.
 

The foregoing description of the Equity Distribution Agreement is not complete and is qualified in its entirety by reference to the entire Equity Distribution
Agreement, a copy of which is attached hereto as Exhibit 1.1, and incorporated herein by reference.
 

This Current Report on Form 8-K shall not constitute an offer to sell or a solicitation of an offer to buy any securities, nor shall there been any sale of securities in any
state or jurisdiction in which such an offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state or other
jurisdiction.
 
Item 1.02 Termination of a Material Definitive Agreement.
 

In connection with our entry into the Equity Distribution Agreement, we have given notice of termination of our prior equity distribution agreement with JMP
Securities LLC and Keefe, Bruyette & Woods, Inc., that was entered into on May
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25, 2012 and under which we previously offered and sold 3,792,935 shares of common stock (as adjusted for our one-for-two reverse stock split on November 1, 2017)
pursuant to previously filed prospectus supplements and accompanying prospectuses.
 
Item 8.01. Other Events
 
Two Harbors’ 2018 fourth quarter financial results are set forth on Exhibit 99.1 and are incorporated herein by reference.
 
Item 9.01. Financial Statements and Exhibits.
 

Explanatory Note
 

Exhibit 23.1 includes the consent of Deloitte & Touche LLP to the incorporation by reference in our registration statements on Forms S-3 (Files Nos. 333-215177 and
333-223311) and S-8 (Files Nos. 333-204220 and 333-188875) of their report dated February 15, 2018 related to the financial statements of CYS Investments, Inc. as of
December 31, 2017 and 2016, and for the years ended December 31, 2017, 2016, and 2015.
 
(d)  Exhibits.  The following exhibits are being filed herewith this Current Report on Form 8-K.
 
Exhibit No.

 

Description
    

1.1
  

Equity Distribution Agreement, dated February 8, 2019, by the Company and the Sales Agent.
5.1

  

Opinion of Stinson Leonard Street LLP with respect to the legality of the Shares.
8.1

  

Opinion of Sidley Austin LLP relating to certain tax matters concerning the Shares.
23.1

  

Consent of Stinson Leonard Street LLP (included in Exhibit 5.1 hereto).
23.2

  

Consent of Sidley Austin LLP (included in Exhibit 8.1 hereto).
23.3

  

Consent of Deloitte & Touche LLP, independent registered public accounting firm for CYS Investments, Inc.
99.1

  

Two Harbors’ 2018 Fourth Quarter Financial Results.
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SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.
 
 

TWO HARBORS INVESTMENT CORP.
  
 

By: /s/ Rebecca B. Sandberg
  

Rebecca B. Sandberg
  

General Counsel and Secretary
  
Date: February 8, 2019
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Two Harbors Investment Corp.

 
35,000,000 Shares of Common Stock

 
EQUITY DISTRIBUTION AGREEMENT

 
February 8, 2019

 
Credit Suisse Securities (USA) LLC
Eleven Madison Avenue
New York, NY 10010
 
Ladies and Gentlemen:
 

Two Harbors Investment Corp., a Maryland corporation (the “Company”) confirms its agreement (this “Agreement”) with Credit Suisse Securities (USA) LLC (the
“Placement Agent”), as follows:
 

SECTION 1.         Description of Securities.
 

The Company agrees that, from time to time during the term of this Agreement, on the terms and subject to the conditions set forth herein, it may issue and sell
through the Placement Agent, acting as agent and/or principal, up to 35,000,000 shares (the “Securities”) of the Company’s common stock, par value $0.01 per share (the
“Common Stock”).  Notwithstanding anything to the contrary contained herein, except as set forth in a Placement Notice (as defined below) the parties hereto agree that
compliance with the limitations set forth in this Section 1 on the number of the Securities issued and sold under this Agreement shall be the sole responsibility of the Company,
and the Placement Agent shall not have any obligation in connection with such compliance.  The issuance and sale of the Securities through the Placement Agent will be
effected pursuant to the Registration Statement (as defined below) filed by the Company and declared effective by the Securities and Exchange Commission (the
“Commission”), although nothing in this Agreement shall be construed as requiring the Company to use the Registration Statement to offer, sell or issue the Securities.
 

The Company has filed, in accordance with the provisions of the Securities Act of 1933, as amended, and the rules and regulations thereunder (collectively, the
“Securities Act”), with the Commission a registration statement on Form S-3 (File No. 333-223311), including a base prospectus, relating to certain securities, including the
Securities to be issued from time to time by the Company, and which incorporates by reference documents that the Company has filed or will file in accordance with the
provisions of the Securities Exchange Act of 1934, as amended, and the rules and regulations thereunder (collectively, the “Exchange Act”).  The Company has prepared a
prospectus supplement specifically relating to the Securities (the “Prospectus Supplement”) to the base prospectus included as part of such registration statement.  The
Company will furnish to the Placement Agent, for use by the Placement Agent, copies of the prospectus included as part of such registration statement, as supplemented by the
Prospectus Supplement, relating to the Securities.  Except where the context otherwise requires, such registration statement, as amended when it became effective, including all
documents filed as part thereof or incorporated by reference therein, and including any information contained in a Prospectus (as defined below) subsequently filed with the
Commission pursuant to Rule 424(b) under the Securities Act or deemed to be a part of such registration statement pursuant to Rule 430B of the Securities Act, is herein called
the “Registration Statement.”  The base prospectus, including all documents incorporated therein by reference, included in the Registration Statement, as it may be
supplemented by the Prospectus Supplement, in the form in which such prospectus and/or Prospectus Supplement have most recently been filed by the Company with the
Commission pursuant to Rule 424(b) under the Securities Act is herein
 



 
called the “Prospectus.”  Any reference herein to the Registration Statement, the Prospectus or any amendment or supplement thereto shall be deemed to refer to and include
the documents incorporated by reference therein, and any reference herein to the terms “amend,” “amendment” or “supplement” with respect to the Registration Statement or
the Prospectus shall be deemed to refer to and include the filing after the execution hereof of any document with the Commission deemed to be incorporated by reference
therein.  Any reference herein to financial statements and schedules and other information that is “contained,” “included” or “stated” in the Registration Statement or the
Prospectus (and all other references of like import) shall be deemed to mean and include all such financial statements and schedules and other information that is incorporated
by reference in the Registration Statement or the Prospectus, as the case may be.  Any reference herein to the Registration Statement, any Rule 462(b) Registration Statement,
the Prospectus or any amendment or supplement to any of the foregoing shall be deemed to include the copy filed with the Commission pursuant to the Commission’s
Electronic Data Gathering, Analysis and Retrieval system (“EDGAR”); all references in this Agreement to any Issuer Free Writing Prospectus (other than any Issuer Free
Writing Prospectuses that, pursuant to Rule 433 under the Securities Act, are not required to be filed with the Commission) shall be deemed to include the copy thereof filed
with the Commission pursuant to EDGAR.
 

SECTION 2.         Placements.
 

Each time that the Company wishes to issue and sell the Securities hereunder (each, a “Placement”), it will notify the Placement Agent by email notice (or other
method mutually agreed to in writing by the parties) containing the parameters in accordance with which it desires the Securities to be sold, which shall at a minimum include
the number of Securities to be issued (the “Placement Securities”), the time period during which sales are requested to be made, any limitation on the number of Securities that
may be sold in any one day and any minimum price below which sales may not be made (a “Placement Notice”), a form of which containing such minimum sales parameters
necessary is attached hereto as Exhibit A.  The Placement Notice shall originate from any of the individuals from the Company set forth on Exhibit B (with a copy to each of
the other individuals from the Company listed on such schedule), and shall be addressed to each of the individuals from the Placement Agent set forth on Exhibit B, as such
Exhibit B may be amended from time to time.  If the Placement Agent wishes to accept such proposed terms included in the Placement Notice (which it may decline to do so
for any reason in its sole discretion) or, following discussion with the Company, wishes to accept amended terms, the Placement Agent will, prior to 4:30 p.m. (eastern time) on
the Business Day (as defined below) following the Business Day on which such Placement Notice is delivered to the Placement Agent, issue to the Company a notice by email
(or other method mutually agreed to in writing by the parties) addressed to all of the individuals from the Company and the Placement Agent set forth on Exhibit B setting forth
the terms that the Placement Agent is willing to accept.  Where the terms provided in the Placement Notice are amended as provided for in the immediately preceding sentence,
such terms will not be binding on the Company or the Placement Agent until the Company delivers to the Placement Agent an acceptance by email (or other method mutually
agreed to in writing by the parties) of all of the terms of such Placement Notice, as amended (the “Acceptance”), which email shall be addressed to all of the individuals from
the Company and the Placement Agent set forth on Exhibit B.  The Placement Notice (as amended by the corresponding Acceptance, if applicable) shall be effective upon
receipt by the Company of the Placement Agent’s acceptance of the terms of the Placement Notice or upon receipt by the Placement Agent of the Company’s Acceptance, as
the case may be, unless and until (i) the entire amount of the Placement Securities have been sold, (ii) in accordance with the Placement Notice requirements set forth in the
second sentence of this paragraph, the Company terminates the Placement Notice, (iii) the Company issues a subsequent Placement Notice with parameters superseding those
on the earlier dated Placement Notice, (iv) the Agreement has been terminated under the provisions of Section 9 or Section 12 or (v) either party shall have suspended the sale
of the Placement Securities in accordance with Section 4 below.  The amount of any discount, commission or other compensation to be paid by the Company to the
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Placement Agent in connection with the sale of the Placement Securities shall be calculated in accordance with the terms set forth in Exhibit C.  It is expressly acknowledged and
agreed that neither the Company nor the Placement Agent will have any obligation whatsoever with respect to a Placement or any Placement Securities unless and until the
Company delivers a Placement Notice to the Placement Agent and either (i) the Placement Agent accepts the terms of such Placement Notice or (ii) where the terms of such
Placement Notice are amended, the Company accepts such amended terms by means of an Acceptance pursuant to the terms set forth above, and then only upon the terms
specified in the Placement Notice (as amended by the corresponding Acceptance, if applicable) and herein.  In the event of a conflict between the terms of this Agreement and
the terms of a Placement Notice (as amended by the corresponding Acceptance, if applicable), the terms of the Placement Notice (as amended by the corresponding
Acceptance, if applicable) will control.  The term “Business Day” means each Monday, Tuesday, Wednesday, Thursday or Friday that is not a day on which banking institutions
in New York are generally authorized or obligated by law or executive order to close.
 

SECTION 3.         Sale of Placement Securities by the Placement Agent.
 

Subject to the provisions of Section 6(a), upon receipt of a Placement Notice from the Company, the Placement Agent will, for the period specified in the Placement
Notice, use its commercially reasonable efforts consistent with its normal trading and sales practices to sell the Placement Securities up to the amount specified, and otherwise
in accordance with the terms of such Placement Notice (as amended by the corresponding Acceptance, if applicable).  The Placement Agent will provide written confirmation
to the Company no later than the opening of the Trading Day (as defined below) immediately following the Trading Day on which it has made sales of Placement Securities
hereunder setting forth the number of Placement Securities sold on such day, the compensation payable by the Company to the Placement Agent pursuant to Section 2 with
respect to such sales, and the Net Proceeds (as defined below) payable to the Company, with an itemization of the deductions made by the Placement Agent (as set forth in
Section 6(b)) from the gross proceeds that it receives from such sales.  Subject to the terms of the Placement Notice (as amended by the corresponding Acceptance, if
applicable), the Placement Agent may sell Placement Securities by any method permitted by law deemed to be an “at the market” offering as defined in Rule 415 of the
Securities Act, including without limitation sales made directly on the New York Stock Exchange (the “NYSE”), on any other existing trading market for the Common Stock or
to or through a market maker.  If specified in a Placement Notice (as amended by the corresponding Acceptance, if applicable), the Placement Agent may also sell Placement
Securities by any other method permitted by law, including but not limited to in privately negotiated transactions.  For the purposes hereof, “Trading Day” means any day on
which shares of Common Stock are purchased and sold on the principal market on which the Common Stock is listed or quoted and during which there has been no market
disruption of, unscheduled closing of or suspension of trading on such principal market.
 

SECTION 4.         Suspension of Sales.
 

The Company or the Placement Agent may, upon notice to the other party in writing (including by email correspondence to each of the individuals of the other party
set forth on Exhibit B, if receipt of such correspondence is actually acknowledged by any of the individuals to whom the notice is sent, other than via auto-reply) or by
telephone (confirmed immediately by verifiable facsimile transmission or email correspondence to each of the individuals of the other party set forth on Exhibit B), suspend
any sale of Placement Securities; provided, however, that such suspension shall not affect or impair either party’s obligations with respect to any Placement Securities sold
hereunder prior to the receipt of such notice.  Each of the parties agrees that no such notice under this Section 4 shall be effective against the other unless it is made to one of
the individuals named on Exhibit B hereto, as such Exhibit may be amended from time to time.
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SECTION 5.                            Representations and Warranties.

 
(a)                                 Representations and Warranties by the Company.  The Company represents and warrants to the Placement Agent as of the date hereof and as of each

Representation Date (as defined herein) on which a certificate is required to be delivered pursuant to Section 7(o) of this Agreement and as of the time of each sale of any
Securities or any securities pursuant to this Agreement (the “Applicable Time”), and agrees with the Placement Agent, as follows:
 

(1)                                 Compliance with Registration Requirements.  The Securities have been duly registered under the Securities Act pursuant to the Registration
Statement.  The Registration Statement has become effective under the Securities Act or, with respect to any registration statement to be filed to register the offer and
sale of the Securities pursuant to Rule 462(b) under the Securities Act, including the documents incorporated by reference therein and the Rule 430A Information (a
“Rule 462(b) Registration Statement”), will be filed with the Commission and become effective under the Securities Act no later than 10:00 p.m., New York City time,
on the date of determination of the public offering price for the Securities, and no stop order preventing or suspending the use of any base prospectus, the Prospectus
Supplement, the Prospectus or any Permitted Free Writing Prospectus (as defined below), or the effectiveness of the Registration Statement or any
Rule 462(b) Registration Statement has been instituted or is pending or, to the knowledge of the Company, is contemplated by the Commission, nor have any
proceedings for such purpose been instituted or are pending or, to the knowledge of the Company, are contemplated by the Commission, and any request on the part of
the Commission for additional information has been complied with.

 
At the respective times each of the Registration Statement, any Rule 462(b) Registration Statement and any post-effective amendments thereto became or

becomes effective and as of the date hereof, the Registration Statement, any Rule 462(b) Registration Statement and any amendments and supplements thereto
complied and will comply in all material respects with the requirements of the Securities Act.  The conditions for the use of Form S-3, as set forth in the General
Instructions thereto, have been complied with and the Registration Statement meets, and the offering and sale of the Securities as contemplated hereby complies with,
the requirements of Rule 415(a)(1)(x) under the Securities Act (including without limitation, Rule 415(a)(5)).  The Company is a “well-known seasoned issuer” as
defined in Rule 405 of the Securities Act. The Registration Statement, as of the date hereof and each effective date with respect thereto, did not and will not contain an
untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements therein not misleading.  Neither the
Prospectus nor any amendments or supplements thereto, as of their respective dates, and at each Applicable Time and Settlement Date (as defined below), as the case
may be, included or will include an untrue statement of a material fact or omitted or will omit to state a material fact necessary in order to make the statements therein,
in the light of the circumstances under which they were made, not misleading.

 
The representations and warranties set forth in the immediately preceding paragraph shall not apply to statements in or omissions from the Registration

Statement or the Prospectus, as amended or supplemented, made in reliance upon and in conformity with information furnished to the Company in writing by the
Placement Agent expressly for use therein.

 
The copies of the Registration Statement and any Rule 462(b) Registration Statement and any amendments thereto, any other preliminary prospectus, each

Issuer Free Writing Prospectus (as defined below) that is required to be filed with the Commission pursuant to Rule 433 under the Securities Act and the Prospectus
and any amendments or supplements thereto delivered and
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to be delivered to the Placement Agent (electronically or otherwise) in connection with the offering of the Securities were and will be identical to the electronically
transmitted copies thereof filed with the Commission pursuant to EDGAR, except to the extent permitted by Regulation S-T.  “Issuer Free Writing Prospectus” means
any “issuer free writing prospectus,” as defined in Rule 433 under the Securities Act, relating to the Securities that (i) is required to be filed with the Commission by
the Company, (ii) is a “road show” that is a “written communication” within the meaning of Rule 433(d)(8)(i) under the Securities Act whether or not required to be
filed with the Commission, or (iii) is exempt from filing pursuant to Rule 433(d)(5)(i) under the Securities Act because it contains a description of the Securities or of
the offering that does not reflect the final terms, and all free writing prospectuses that are listed in Exhibit G hereto, in each case in the form furnished (electronically
or otherwise) to the Placement Agent for use in connection with the offering of the Securities.

 
Each Issuer Free Writing Prospectus relating to the Securities, as of its issue date and as of each Applicable Time and Settlement Date (as defined below), did

not, does not and will not include any information that conflicted, conflicts or will conflict with the information contained in the Registration Statement or the
Prospectus, including any incorporated document deemed to be a part thereof that has not been superseded or modified; each Issuer Free Writing Prospectus, as
supplemented by and taken together with the Prospectus, as of the Applicable Time and Settlement Date (as defined below), will not include an untrue statement of a
material fact or omit to state a material fact necessary in order to make the statements therein, in light of the circumstances, prevailing at that time, not misleading. The
foregoing sentence does not apply to statements in or omissions from any Issuer Free Writing Prospectus based upon and in conformity with written information
furnished to the Company by the Placement Agent specifically for use therein.

 
Each document incorporated by reference in the Registration Statement or the Prospectus heretofore filed, when it was filed (or, if any amendment with

respect to any such document was filed, when such amendment was filed), conformed in all material respects with the requirements of the Exchange Act, and any
further documents so filed and incorporated after the date of this Agreement will, when they are filed, conform in all material respects with the requirements of the
Exchange Act; no such document, when it was filed (or, if an amendment with respect to any such document was filed, when such amendment was filed), contained an
untrue statement of a material fact or omitted to state a material fact required to be stated therein or necessary in order to make the statements therein not misleading;
and no such document, when it is filed, will contain an untrue statement of a material fact or will omit to state a material fact required to be stated therein or necessary
in order to make the statements therein not misleading.

 
(2)                                 Permitted Free Writing Prospectuses.  Except for the Issuer Free Writing Prospectuses identified in Exhibit G hereto,  the Company has not

prepared, used or referred to, and will not, without the prior consent of the Placement Agent, prepare, use or refer to, any Issuer Free Writing Prospectus.
 

(3)                                 Company Not an Ineligible Issuer.  (i) At the earliest time after the filing of the Registration Statement that the Company or another offering
participant made a bona fide offer (within the meaning of Rule 164(h)(2) of the Securities Act) of the Securities and (ii) as of the date hereof, the Company was not
and is not an Ineligible Issuer (as defined in Rule 405 of the Securities Act), without taking account of any determination by the Commission pursuant to Rule 405 of
the Securities Act that it is not necessary that the Company be considered an Ineligible Issuer.
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(4)                                 Filing of Registration Statement.  The Company filed the Registration Statement with the Commission before using any Issuer Free Writing

Prospectus.
 

(5)                                 No Other Offering Documents or Prospectuses.  The Company has not distributed, and prior to the completion of the distribution of the
Securities will not distribute, any offering material in connection with the offering or sale of the Securities to be sold hereunder by the Placement Agent, other than the
Registration Statement, the Prospectus and any Permitted Free Writing Prospectus reviewed and consented to by the Placement Agent.

 
(6)                                 Good Standing of the Company. The Company has been duly incorporated and is existing and in good standing under the laws of the State

of Maryland, with power and authority (corporate and other) to own its properties and conduct its business as described in the Prospectus; and the Company is duly
qualified to do business as a foreign corporation in good standing in all other jurisdictions in which its ownership or lease of property or the conduct of its business
requires such qualification, except where the failure to be so qualified would not, individually or in the aggregate, result in a material adverse effect on the condition
(financial or otherwise), results of operations, business, properties or prospects of the Company and its subsidiaries taken as a whole (a “Material Adverse Effect”).

 
(7)                                 Subsidiaries. Each subsidiary of the Company has been duly incorporated or organized and is existing and in good standing under the laws

of the jurisdiction of its incorporation or organization, with power and authority (corporate and other) to own its properties and conduct its business as described in the
Prospectus; and each subsidiary of the Company is duly qualified to do business as a foreign corporation or organization in good standing in all other jurisdictions in
which its ownership or lease of property or the conduct of its business requires such qualification, except where the failure to be so qualified would not have a Material
Adverse Effect; all of the issued and outstanding capital stock or membership interests of each subsidiary of the Company has been duly authorized and validly issued
and is fully paid and nonassessable; and the capital stock or membership interests of each subsidiary owned by the Company, directly or through subsidiaries, is owned
free from liens, encumbrances and defects.

 
(8)                                 Securities. The Securities and all other outstanding shares of capital stock of the Company have been duly authorized; the authorized equity

capitalization of the Company is as set forth in the Prospectus; all outstanding shares of capital stock of the Company are, and, when the Securities have been delivered
and paid for in accordance with this Agreement on each Settlement Date, such Securities will have been, validly issued, fully paid and nonassessable, and in
conformity with the information in the Prospectus and the description of such Securities contained in the Final Prospectus; the stockholders of the Company have no
preemptive rights with respect to the Securities; and none of the outstanding shares of capital stock of the Company have been issued in violation of any preemptive or
similar rights of any security holder.  Except as disclosed in the Prospectus, there are no outstanding (a) securities or obligations of the Company convertible into or
exchangeable for any capital stock of the Company, (b) warrants, rights or options to subscribe for or purchase from the Company any such capital stock or any such
convertible or exchangeable securities or obligations or (c) obligations of the Company to issue or sell any shares of capital stock, partnership interests or membership
interests, as applicable, any such convertible or exchangeable securities or obligation, or any such warrants, rights or options.

 
(9)                                 No Finder’s Fee. Except as disclosed in the Prospectus, there are no contracts, agreements or understandings between the Company or any

of its affiliates, including, but not limited to, PRCM Advisers LLC (the “Manager”) and Pine River Capital Management
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L.P., a Delaware limited partnership (“Pine River”), or any of their respective direct or indirect subsidiaries, and any person that would give rise to a valid claim
against the Company or the Placement Agent for a brokerage commission, finder’s fee or other like payment in connection with this offering.

 
(10)                          Registration Rights. Except as disclosed in the Prospectus, there are no contracts, agreements or understandings between the Company and

any person granting such person the right to require the Company to file a registration statement under the Securities Act with respect to any securities of the Company
owned or to be owned by such person or to require the Company to include such securities in the securities registered pursuant to a Registration Statement or in any
securities being registered pursuant to any other registration statement filed by the Company under the Securities Act (collectively, “registration rights”).

 
(11)                          Listing. The Securities have been approved for listing on the NYSE, subject to notice of issuance.

 
(12)                          Absence of Further Requirements. No consent, approval, authorization, or order of, or filing or registration with, any person (including any

governmental agency or body or any court) is required for the consummation of the transactions contemplated by this Agreement in connection with the offering,
issuance and sale of the Securities by the Company, except such as have been obtained or made and such as may be required under state securities laws.

 
(13)                          Title to Property. Except as disclosed in the Prospectus, the Company and its subsidiaries have good and marketable title to all real

properties and all other properties and assets owned by them, in each case free from liens, charges, encumbrances and defects that would materially affect the value
thereof or materially interfere with the use made or to be made thereof by them and, except as disclosed in the Prospectus, the Company and its subsidiaries hold any
leased real or personal property under valid and enforceable leases with no terms or provisions that would materially interfere with the use made or to be made thereof
by them.

 
(14)                          Absence of Defaults and Conflicts Resulting from Transaction. The execution, delivery and performance of this Agreement, and the

issuance and sale of the Securities will not result in a breach or violation of any of the terms or provisions of, or constitute a default or a Debt Repayment Triggering
Event (as defined below) under, or result in the imposition of any lien, charge or encumbrance upon any property or assets of the Company or any of its subsidiaries
pursuant to, (A) the Organizational Documents (as defined below) of the Company or any of its subsidiaries, (B) any statute, rule, regulation or order of any
governmental agency or body or any court, domestic or foreign, having jurisdiction over the Company or any of its subsidiaries or any of their properties, or (C) any
agreement or instrument to which the Company or any of its subsidiaries is a party or by which the Company or any of its subsidiaries is bound or to which any of the
properties of the Company or any of its subsidiaries is subject, except, in the cases of clauses (B) and (C) only, for such defaults, violations, liens, charges or
encumbrances that would not, individually or in the aggregate, have a Material Adverse Effect and as would not materially adversely affect the Company’s ability to
perform its obligations hereunder; a “Debt Repayment Triggering Event” means any event or condition that gives, or with the giving of notice or lapse of time would
give, the holder of any note, debenture, or other evidence of indebtedness (or any person acting on such holder’s behalf) the right to require the repurchase, redemption
or repayment of all or a portion of such indebtedness by the Company or any of its subsidiaries; the term “Organizational Documents” as used herein means (a) in the
case of a corporation, its charter and by-laws; (b) in the case of a limited or general partnership, its
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partnership certificate, certificate of formation or similar organizational documents and its partnership agreement; (c) in the case of a limited liability company, its
articles of organization, certificate of formation or similar organizational documents and its operating agreement, limited liability company agreement, membership
agreement or other similar agreement; and (d) in the case of any other entity, the organizational and governing documents of such entity.

 
(15)                          Absence of Existing Defaults and Conflicts. Neither the Company nor any of its subsidiaries is (i) in violation of its Organizational

Documents or (ii) in default (or with the giving of notice or lapse of time would be in default) under any existing obligation, agreement, covenant or condition
contained in any indenture, loan agreement, mortgage, lease or other agreement or instrument to which any of them is a party or by which any of them is bound or to
which any of the properties of any of them is subject, except such defaults under this clause (ii) that would not, individually or in the aggregate, result in a Material
Adverse Effect and as would not materially adversely affect the Company’s ability to perform its obligations hereunder.

 
(16)                          Authorization of Agreement. This Agreement has been duly authorized, executed and delivered by the Company.

 
(17)                          Authorization and Enforceability of Management Agreement. The Management Agreement, dated October 28, 2009, as amended by that

Amendment to Management Agreement dated December 19, 2012, that Second Amendment to Management Agreement dated November 3, 2014, that Third
Amendment to Management Agreement dated June 28, 2017, and that Fourth Amendment to Management Agreement, dated April 25, 2018 (the “Management
Agreement”), by and among the Company and the Manager, has been duly authorized, executed and delivered by the Company and constitutes a valid and binding
agreement of the Company enforceable in accordance with its terms, except to the extent that enforcement thereof may be limited by bankruptcy, insolvency,
reorganization or other laws affecting enforcement of creditors’ rights or by general equitable principles.

 
(18)                          Accountants. Ernst & Young LLP, whose report on the financial statements of the Company is filed with the Commission as part of the

Registration Statement and the Prospectus, are and, during the periods covered by their reports, were independent public accountants as required by the Securities Act.
 

Deloitte & Touche LLP, whose report on the financial statements of CYS Investments, Inc. is filed with the Commission as part of the Registration Statement
and the Prospectus, during the periods covered by their reports, were, to the knowledge of the Company, independent public accountants as required by the Securities
Act.

 
(19)                          Possession of Licenses and Permits. The Company and its subsidiaries possess, and are in compliance with the terms of, all adequate

certificates, authorizations, franchises, licenses and permits (“Licenses”) necessary or material to the conduct of the business now conducted or proposed in the
Prospectus to be conducted by them and have not received any notice of proceedings relating to the revocation or modification of any Licenses that, if determined
adversely to the Company or any of its subsidiaries, would, individually or in the aggregate, have a Material Adverse Effect.

 
(20)                          Absence of Labor Dispute. No labor dispute exists between any officers or other key persons of the Company or the Manager named in the

Prospectus (each, a “Company-Focused Professional”) on the one hand and the employer of each such individual on the other hand nor, to the knowledge of the
Company, is such a labor dispute imminent that could
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have a Material Adverse Effect; and to the knowledge of the Company, no labor dispute exists between any employee of the Company or the Manager on the one hand
and the employer of each such individual on the other hand nor, to the knowledge of the Company, is such a labor dispute imminent that could have a Material
Adverse Effect.

 
(21)                          Employment; Noncompetition; Nondisclosure. Neither the Company nor, to the best of the Company’s knowledge, any employer of any

Company-Focused Professional has been notified that any such Company-Focused Professional plans to terminate his or her employment with his or her employer.
Neither the Company nor, to the best of the Company’s knowledge, any Company-Focused Professional is subject to any noncompete, nondisclosure, confidentiality,
employment, consulting or similar agreement that would be violated by the present or proposed business activities of the Company or the Manager as described in the
Prospectus.

 
(22)                          Accurate Disclosure.  The disclosure set forth in (A) the Company’s Annual Report on Form 10-K for the year ended December 31, 2017

under the headings “Business—Management Agreement” and “Business—Operating and Regulatory Structure”, (B) the Company’s Definitive Proxy Statement on
Schedule 14A filed on March 29, 2018, under the heading “Certain Relationships and Related Party Transactions” and (C) in the Prospectus under the headings
“Description of Capital Stock”, “Certain Provisions of the Maryland General Corporation Law and Two Harbors’ Charter and Bylaws”, and “Plan of Distribution” and
in the Prospectus Supplement under the heading “U.S. Federal Income Tax Considerations”, insofar as such statements summarize legal matters, agreements,
documents or proceedings discussed therein, are accurate and fair summaries of such legal matters, agreements, documents or proceedings and present the information
required to be shown.

 
(23)                          Possession of Intellectual Property. The Company does not have any trademark, trade names and other rights to inventions, know-how,

patents, copyrights, confidential information and other intellectual property that is material to the present or proposed business activities of the Company as described
in the Prospectus.

 
(24)                          Absence of Manipulation. None of the Company, the Manager or their respective subsidiaries or affiliates has taken, directly or indirectly,

any action that is designed to or that has constituted or that would reasonably be expected to cause or result in the stabilization or manipulation of the price of any
security of the Company to facilitate the sale or resale of the Securities.

 
(25)                          Pine River-Related Data. Any financial or other data regarding Pine River and its direct and indirect subsidiaries, including but not limited

to, the Manager that is included in a Registration Statement or the Prospectus is derived from Pine River’s accounting or other applicable records and is accurate in all
material respects.

 
(26)                          Statistical and Market-Related Data. Any third-party statistical and market-related data included in a Registration Statement or the

Prospectus are based on or derived from sources that the Company believes to be reliable and accurate.
 

(27)                          Internal Controls and Compliance with the Sarbanes-Oxley Act. Except as set forth in the Prospectus, the Company, its subsidiaries and the
Company’s Board of Directors (the “Board”) are in compliance with the Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley”) and all applicable rules of the NYSE
(“Exchange Rules”). The Company maintains a system of internal controls, including, but not limited to, disclosure controls and procedures,
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internal controls over accounting matters and financial reporting, an internal audit function and legal and regulatory compliance controls (collectively, “Internal
Controls”) that comply with Sarbanes-Oxley, the Securities Act, the Exchange Act, the rules and regulations of the Commission (the “Rules and Regulations”), the
auditing principles, rules, standards and practices applicable to auditors of “issuers” (as defined in Sarbanes-Oxley) promulgated or approved by the Public Company
Accounting Oversight Board and the Exchange Rules (collectively, “Securities Laws”) and are sufficient to provide reasonable assurances that (A) transactions are
executed in accordance with management’s general or specific authorization; (B) transactions are recorded as necessary to permit preparation of financial statements in
conformity with U.S. Generally Accepted Accounting Principles (“US GAAP”) and to maintain accountability for assets; (C) receipts and expenditures are being made
only in accordance with management’s general or specific authorization; (D) access to assets is permitted only in accordance with management’s general or specific
authorization; and (E) the recorded accountability for assets is compared with the existing assets at reasonable intervals and appropriate action is taken with respect to
any differences. The Internal Controls are, or upon consummation of the offering of the Securities will be, overseen by the Audit Committee (the “Audit Committee”)
of the Board in accordance with Exchange Rules. The Company has not publicly disclosed or reported to the Audit Committee or the Board, and within the next 135
days the Company does not reasonably expect to publicly disclose or report to the Audit Committee or the Board, a significant deficiency, material weakness, change
in Internal Controls or fraud involving management or other employees who have a significant role in Internal Controls (each, an “Internal Control Event”), any
violation of, or failure to comply with, the Securities Laws, or any matter which, if determined adversely, would have a Material Adverse Effect. The interactive data
in eXtensible Business Reporting Language incorporated by reference in the Registration Statement, the Prospectus or any Issuer Free Writing Prospectus fairly
presents the information called for in all material respects and has been prepared in accordance with the Commission’s rules and guidelines applicable thereto.

 
The Company’s Internal Controls are designed to ensure that material information relating to the Company is made known to the Company’s Chief Executive

Officer and Chief Financial Officer, and such disclosure controls and procedures are effective to perform the functions for which they were established; any significant
deficiencies or material weaknesses in internal controls have been identified for the Company’s Chief Executive Officer and its Chief Financial Officer.

 
(28)                          Litigation. Except as disclosed in the Prospectus, there are no pending actions, suits or proceedings (including any inquiries or

investigations by any court or governmental agency or body, domestic or foreign) against or affecting the Company, any of its subsidiaries or any of their respective
properties that, if determined adversely to the Company or any of its subsidiaries, would, individually or in the aggregate, have a Material Adverse Effect, or would
materially and adversely affect the ability of the Company to perform its obligations under this Agreement, or which are otherwise material in the context of the sale of
the Securities; and no such actions, suits or proceedings (including any inquiries or investigations by any court or governmental agency or body, domestic or foreign)
are threatened or, to the Company’s knowledge, contemplated.

 
(29)                          FINRA Registration. Neither the Company nor any of its affiliates (i) is required to register as a “broker” or “dealer” in accordance with the

provisions of the Exchange Act or (ii) directly or indirectly through one or more intermediaries, controls or has any other association with (within the meaning of
Article I of the Bylaws of the Financial Industry Regulatory Authority (“FINRA”)) any member firm of FINRA.
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(30)                          Absence of Certain Relationships. No relationship, direct or indirect, exists between or among the Company or any subsidiary, on the one

hand, and the directors, officers, stockholders or directors of the Company or any subsidiary, on the other hand, which is required by the rules of FINRA to be
described in the Registration Statement and the Prospectus which is not so described.

 
(31)                          Financial Statements. The financial statements included in each Registration Statement and the Prospectus present fairly the financial

position of the Company and its consolidated subsidiaries as of the dates shown and their results of operations and cash flows for the periods shown, and such financial
statements have been prepared in conformity with US GAAP applied on a consistent basis and the schedules included in each Registration Statement present fairly the
information required to be stated therein.  The summary and selected financial and statistical data included in the Registration Statement and the Prospectus presents
fairly the information shown therein and such data has been compiled on a basis consistent with the financial statements presented therein and the books and records of
the Company.  There are no financial statements that are required to be included in the Registration Statement or the Prospectus that are not included as required.

 
(32)                          Non-GAAP Financial Measures. All “non-GAAP financial measures” (as defined in the Rules and Regulations) included in the Registration

Statement or the Prospectus comply with the requirements of Regulation G and Item 10 of Regulation S-K under the Rules and Regulations.
 

(33)                          No Material Adverse Change in Business. Except as disclosed in the Prospectus, since the end of the period covered by the latest audited
financial statements included in the Prospectus (A) there has been no change, nor any development or event involving a prospective change, in the condition (financial
or otherwise), results of operations, business, properties or prospects of the Company and its subsidiaries, taken as a whole, that is material and adverse, (B) there has
been no dividend or distribution of any kind declared, paid or made by the Company on any class of its capital stock, (C) there has been no material adverse change in
the capital stock, short-term indebtedness, long-term indebtedness, net current assets or net assets of the Company and subsidiaries, (D) there has not been any material
transaction entered into or any material transaction that is probable of being entered into by the Company, other than transactions in the ordinary course of business
and changes and transactions described in the Registration Statement and the Prospectus and (E) there has not been any obligation, direct or contingent, which is
material to the Company taken as a whole, incurred by the Company, except obligations incurred in the ordinary course of business.

 
(34)                          Investment Company Act. The Company is not and, after giving effect to the offering and sale of the Securities and the application of the

proceeds thereof as described in the Prospectus, will not be an “investment company” as defined in the Investment Company Act of 1940, as amended (the
“Investment Company Act”) or an entity controlled by an investment company.

 
(35)                          Insurance. The Company and each of its subsidiaries is insured by insurers with appropriately rated claims paying abilities against such

losses and risks and in such amounts as are prudent and customary for the businesses in which they are engaged; all policies of insurance and fidelity or surety bonds
insuring the Company or any of its subsidiaries or their respective businesses, assets, employees, officers and directors are in full force and effect; none of the
Company or any of its subsidiaries has been refused any insurance coverage sought or
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applied for; and the Company has obtained directors’ and officer’s insurance in such amounts as is customary for companies engaged in the type of business conducted
by the Company.

 
(36)                          Tax Law Compliance. The Company and its subsidiaries have filed all federal and state income/franchise tax returns and all other material

tax returns in a timely manner (except where the failure to file would not, individually or in the aggregate, have a Material Adverse Effect), and all such tax returns are
correct and complete in all material respects, and have paid all taxes required to be paid by any of them (except for cases in which the failure to file or pay would not,
individually or in the aggregate, have a Material Adverse Effect or except as are being contested in good faith and for which adequate reserves have been established
in accordance with generally accepted accounting principles) and, if due and payable, any related or similar assessment, fine or penalty levied against any of them,
except for any taxes, assessments, fines or penalties as may be being contested in good faith and by appropriate proceedings.  No tax deficiency has been determined
adversely to the Company or any of its subsidiaries which has had (nor does the Company nor any of its subsidiaries have any notice or knowledge of any tax
deficiency which would reasonably be expected to be determined adversely to the Company or any of its subsidiaries and which would reasonably be expected to
have) a Material Adverse Effect.  To the knowledge of the Company and each of its subsidiaries, there are no tax returns of the Company or any subsidiary that are
currently being audited by federal, state or local taxing authorities or agencies which would have a Material Adverse Effect.

 
(37)                          Real Estate Investment Trust. The Company has made a timely election to be subject to tax as a real estate investment trust (“REIT”)

pursuant to Sections 856 through 860 of the United States Internal Revenue Code of 1986, as amended (the “Code”) for its taxable year ended December 31, 2009.
Commencing with its taxable year ended December 31, 2009, the Company has been organized and operating in conformity with the requirements for qualification
and taxation as a REIT under the Code, and the Company’s actual and proposed method of operation as set forth in each Registration Statement and the Prospectus
does and will enable it to meet the requirements for qualification and taxation as a REIT under the Code. All statements regarding the Company’s qualification and
taxation as a REIT and descriptions of the Company’s organization and proposed method of operation set forth in the Prospectus are true, complete and correct in all
material respects.

 
(38)                          Description of Organization and Method of Operation. The description of the Company’s organization and actual and proposed method of

operation and its qualification and taxation as a REIT set forth in each Registration Statement and the Prospectus is accurate and presents fairly the matters referred to
therein in all material respects; the Company’s operating policies and investment guidelines described in each Registration Statement and the Prospectus accurately
reflect in all material respects the current intentions of the Company with respect to the operation of its business, and no material deviation from such guidelines or
policies is currently contemplated.

 
(39)                          Anti-Bribery Laws. Neither the Company nor any of its subsidiaries or affiliates, nor any director, officer or employee of the Company, nor,

to the Company’s knowledge, any Company-Focused Professional, any other employee of the Manager providing services to the Company as described in the
Registration Statement, the Prospectus and any Permitted Free Writing Prospectus, any agent or representative of the Company or of any of its subsidiaries or
affiliates, has taken or will take any action in furtherance of an offer, payment, promise to pay, or authorization or approval of the payment or giving of money,
property, gifts or anything else of value, directly or indirectly, to any “government official” (including any officer or employee of a government or government-owned
or controlled entity or of a public
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international organization, or any person acting in an official capacity for or on behalf of any of the foregoing, or any political party or party official or candidate for
political office) to influence official action or secure an improper advantage; and the Company and its subsidiaries and affiliates have conducted their businesses in
compliance with applicable anti-corruption laws, including, without limitation, the Foreign Corrupt Practices Act of 1977, as amended, and the rules and regulations
thereunder, and have instituted and maintain and will continue to maintain policies and procedures designed to promote and achieve compliance with such laws and
with the representation and warranty contained herein.

 
(40)                          Anti-Money Laundering Laws. The operations of the Company and its subsidiaries are and have been conducted at all times in compliance

with all applicable financial recordkeeping and reporting requirements, including those of the Bank Secrecy Act, as amended by Title III of the Uniting and
Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), and the applicable anti-
money laundering statutes of jurisdictions where the Company and its subsidiaries conduct business, the rules and regulations thereunder and any related or similar
rules, regulations or guidelines, issued, administered or enforced by any governmental agency (collectively, the “Anti-Money Laundering Laws”), and no action, suit
or proceeding by or before any court or governmental agency, authority or body or any arbitrator involving the Company or any of its subsidiaries with respect to Anti-
Money Laundering Laws is pending or, to the best knowledge of the Company, threatened.

 
(41)                          OFAC Sanctions. Neither the Company nor any of its subsidiaries, nor, to the Company’s knowledge, any director, officer, employee, agent,

affiliate or representative of the Company or any of its subsidiaries, is an individual or entity (“Person”) that is, or is owned or controlled by a Person that is: (A) the
subject of any sanctions administered or enforced by the U.S. Department of Treasury’s Office of Foreign Assets Control, the United Nations Security Council, the
European Union, Her Majesty’s Treasury, or other relevant sanctions authority (collectively, “Sanctions”), or (B) located, organized or resident in a country or territory
that is the subject of Sanctions (including, without limitation, Crimea, Cuba, Iran, North Korea, Sudan and Syria).  The Company will not, directly or indirectly, use
the proceeds of the offering, or lend, contribute or otherwise make available such proceeds to any subsidiary, joint venture partner or other Person: (A) to fund or
facilitate any activities or business of or with any Person or in any country or territory that, at the time of such funding or facilitation, is the subject of Sanctions; or
(B) in any other manner that will result in a violation of Sanctions by any Person (including any Person participating in the offering, whether as underwriter, advisor,
investor or otherwise).  The Company and its subsidiaries have not knowingly engaged in, are not now knowingly engaged in and will not engage in any dealings or
transactions with any Person or in any country or territory that, at the time of the dealing or transaction, is or was the subject of Sanctions.

 
(42)                          Absence of Pending Proceedings. The Registration Statement is not the subject of a pending proceeding or examination under

Section 8(d) or 8(e) of the Securities Act. The Company is not the subject of a pending proceeding under Section 8A of the Securities Act in connection with the
offering of the Shares.

 
(43)                          Prior Sales of Shares. Except pursuant to plans and programs disclosed in the Prospectus, the Company has not sold, issued or distributed

any shares of Common Stock during the six-month period preceding the date hereof.
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(44)                          Proprietary Trading by the Placement Agent.  The Company acknowledges and agrees that the Placement Agent has informed the Company

that the Placement Agent may, to the extent permitted under the Securities Act and the Exchange Act, purchase and sell shares of Common Stock for its own account
while this Agreement is in effect, and shall be under no obligation to purchase Securities on a principal basis pursuant to this Agreement, except as otherwise agreed
by the Placement Agent in the Placement Notice (as amended by the corresponding Acceptance, if applicable); provided, that no such purchase or sales shall take place
while a Placement Notice is in effect (except (i) as agreed by the Placement Agent in the Placement Notice (as amended by the corresponding Acceptance, if
applicable) or (ii) to the extent the Placement Agent may engage in sales of Placement Securities purchased or deemed purchased from the Company as a “riskless
principal” or in a similar capacity).

 
(45)                          Actively Traded Security. The Common Stock is an “actively traded security” excepted from the requirements of Rule 101 of Regulation M

under the Exchange Act by subsection (c)(1) of such rule.
 

(b)                                 Certificates.  Any certificate signed by any officer of the Company delivered to the Placement Agent or to counsel for the Placement Agent pursuant to the
terms or provisions of this Agreement shall be deemed a representation and warranty by the Company to the Placement Agent as to the matters covered thereby.
 

SECTION 6.                            Sale and Delivery to the Placement Agent; Settlement.
 

(a)                                 Sale of Placement Securities.  On the basis of the representations and warranties herein contained and subject to the terms and conditions herein set forth,
upon the Placement Agent’s acceptance of the terms of a Placement Notice or upon receipt by the Placement Agent of an Acceptance, as the case may be, and unless the sale of
the Placement Securities described therein has been declined, suspended, or otherwise terminated in accordance with the terms of this Agreement, the Placement Agent, for the
period specified in the Placement Notice, will use its commercially reasonable efforts consistent with its normal trading and sales practices to sell such Placement Securities up
to the amount specified, and otherwise in accordance with the terms of such Placement Notice.  The Company acknowledges and agrees that (i) there can be no assurance that
the Placement Agent will be successful in selling Placement Securities, (ii) the Placement Agent will not incur liability or obligation to the Company or any other person or
entity if it does not sell Placement Securities for any reason other than a failure by the Placement Agent to use its commercially reasonable efforts consistent with its normal
trading and sales practices to sell such Placement Securities as required under this Section 6, and (iii) the Placement Agent shall not be under an obligation to purchase
Securities on a principal basis pursuant to this Agreement, except as otherwise agreed by the Placement Agent in the Placement Notice (as amended by the corresponding
Acceptance, if applicable).
 

(b)                                 Settlement of Placement Securities.  Unless otherwise specified in the applicable Placement Notice, settlement for sales of Placement Securities will occur on
the second (2nd) Trading Day (or such earlier day as is industry practice for regular-way trading) following the date on which such sales are made (each, a “Settlement Date”). 
The amount of proceeds to be delivered to the Company on a Settlement Date against receipt of the Placement Securities sold (the “Net Proceeds”) will be equal to the
aggregate sales price received by the Placement Agent at which such Placement Securities were sold, after deduction for (i) the Placement Agent’s commission, discount or
other compensation for such sales payable by the Company pursuant to Section 2 hereof and (ii) any other amounts due and payable by the Company to the Placement Agent
hereunder pursuant to Section 8(a) hereof.
 

14



 
(c)                                  Delivery of Placement Securities.  On or before each Settlement Date, concurrently with the receipt by the Company of the Net Proceeds due to the Company

in respect of such Settlement Date, the Company will, or will cause its transfer agent to, electronically transfer the Placement Securities being sold by crediting the Placement
Agent’s or its designee’s account (provided the Placement Agent shall have given the Company written notice of such designee prior to the Settlement Date) at The Depository
Trust Company through its Deposit and Withdrawal at Custodian system or by such other means of delivery as may be mutually agreed upon by the parties hereto which in all
cases shall be freely tradable, transferable, registered shares in good deliverable form.  On each Settlement Date, the Placement Agent will deliver the related Net Proceeds in
same day funds to an account designated by the Company on, or prior to, the Settlement Date.  The Company agrees that if the Company or its transfer agent (if applicable)
defaults in its obligation to deliver Placement Securities on a Settlement Date, the Company agrees that, in addition to and in no way limiting the rights and obligations set forth
in Section 10(a) hereto, it will (i) hold the Placement Agent harmless against any loss, claim, damage, or expense (including reasonable legal fees and expenses), as incurred,
arising out of or in connection with such default by the Company and (ii) pay to the Placement Agent any commission, discount, or other compensation to which they would
otherwise have been entitled absent such default.
 

SECTION 7.                            Covenants of the Company.  The Company covenants with the Placement Agent as follows:
 

(a)                                 Registration Statement Amendment.  After the date of this Agreement and during any period in which a Prospectus relating to any Placement Securities is
required to be delivered by the Placement Agent under the Securities Act (including in circumstances where such requirement may be satisfied pursuant to Rule 172 under the
Securities Act), (i) the Company will notify the Placement Agent promptly of the time when any subsequent amendment to the Registration Statement, other than documents
incorporated by reference, has been filed with the Commission and/or has become effective or any subsequent supplement to the Prospectus has been filed and of any comment
letter from the Commission or any request by the Commission for any amendment or supplement to the Registration Statement or Prospectus or for additional information;
(ii) the Company will prepare and file with the Commission, promptly upon the Placement Agent’s request, any amendments or supplements to the Registration Statement or
Prospectus that, in the Placement Agent’s reasonable opinion, may be necessary or advisable in connection with the distribution of the Placement Securities by the Placement
Agent (provided, however, that the failure of the Placement Agent to make such request shall not relieve the Company of any obligation or liability hereunder, or affect the
Placement Agent’s right to rely on the representations and warranties made by the Company in this Agreement); (iii) the Company will not file any amendment or supplement
to the Registration Statement or Prospectus, other than documents incorporated by reference, relating to the Placement Securities or a security convertible into the Placement
Securities unless a copy thereof has been submitted to the Placement Agent within a reasonable period of time before the filing and the Placement Agent has not reasonably
objected thereto (provided, however, that the failure of the Placement Agent to make such objection shall not relieve the Company of any obligation or liability hereunder, or
affect the Placement Agent’s right to rely on the representations and warranties made by the Company in this Agreement) and the Company will furnish to the Placement Agent
at the time of filing thereof a copy of any document that upon filing is deemed to be incorporated by reference into the Registration Statement or Prospectus, except for those
documents available via EDGAR; and (iv) the Company will cause each amendment or supplement to the Prospectus, other than documents incorporated by reference, to be
filed with the Commission as required pursuant to the applicable paragraph of Rule 424(b) of the Securities Act (without reliance on Rule 424(b)(8) of the Securities Act).
 

(b)                                 Notice of Commission Stop Orders.  The Company will advise the Placement Agent, promptly after it receives notice or obtains knowledge thereof, of the
issuance or threatened issuance by
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the Commission of any stop order suspending the effectiveness of the Registration Statement or of any other order preventing or suspending the use of the Prospectus or any
Issuer Free Writing Prospectus, or of the suspension of the qualification of the Placement Securities for offering or sale in any jurisdiction or of the loss or suspension of any
exemption from any such qualification, or of the initiation or threatening of any proceedings for any of such purposes, or of any examination pursuant to Section 8(e) of the
Securities Act concerning the Registration Statement or if the Company becomes the subject of a proceeding under Section 8A of the Securities Act in connection with the
offering of the Securities.  The Company will make every reasonable effort to prevent the issuance of any stop order, the suspension of any qualification of the Securities for
offering or sale and any loss or suspension of any exemption from any such qualification, and if any such stop order is issued or any such suspension or loss occurs, to obtain
the lifting thereof at the earliest possible moment.
 

(c)                                  Delivery of Registration Statement and Prospectus.  Except to the extent such documents have been publicly filed with the Commission pursuant to EDGAR,
the Company will furnish to the Placement Agent and its counsel (at the expense of the Company) copies of the Registration Statement, the Prospectus (including all documents
incorporated by reference therein) and all amendments and supplements to the Registration Statement or Prospectus, and any Issuer Free Writing Prospectuses, that are filed
with the Commission during any period in which a Prospectus relating to the Placement Securities is required to be delivered under the Securities Act (including all documents
filed with the Commission during such period that are deemed to be incorporated by reference therein), in each case as soon as reasonably practicable and in such quantities and
at such locations as the Placement Agent may from time to time reasonably request.
 

(d)                                 Continued Compliance with Securities Laws.  If at any time when a Prospectus is required by the Securities Act or the Exchange Act to be delivered in
connection with a pending sale of the Placement Securities (including, without limitation, pursuant to Rule 172 under the Securities Act) any event shall occur or condition
shall exist as a result of which it is necessary to amend the Registration Statement together with the Prospectus in order that the Prospectus will not include any untrue
statement of a material fact or omit to state a material fact necessary in order to make the statements therein not misleading in the light of the circumstances existing at the time
it is delivered to a purchaser, or if it shall be necessary at any such time to amend the Registration Statement together with the Prospectus in order to comply with the
requirements of the Securities Act, the Company will promptly notify the Placement Agent to suspend the offering of Placement Securities during such period and the
Company will promptly prepare and file with the Commission such amendment or supplement as may be necessary to correct such statement or omission or to make the
Registration Statement and the Prospectus comply with such requirements, and the Company will furnish to the Placement Agent such number of copies of such amendment or
supplement as the Placement Agent may reasonably request.  If at any time following the issuance of an Issuer Free Writing Prospectus there occurred or occurs an event or
development as a result of which such Issuer Free Writing Prospectus conflicted, conflicts or would conflict with the information contained in the Registration Statement or the
Prospectus or included, includes or would include an untrue statement of a material fact or together with the Prospectus omitted, omits or would omit to state a material fact
necessary in order to make the statements therein, in the light of the circumstances, prevailing at that subsequent time, not misleading, the Company will promptly notify the
Placement Agent to suspend the offering of Placement Securities during such period and the Company will, subject to Section 7(a) hereof, promptly amend or supplement such
Issuer Free Writing Prospectus to eliminate or correct such conflict, untrue statement or omission.
 

(e)                                  Blue Sky and Other Qualifications.  The Company will use its best efforts, in cooperation with the Placement Agent, to qualify the Placement Securities for
offering and sale, or to obtain an exemption for the Securities to be offered and sold, under the applicable securities laws of such states and other jurisdictions (domestic or
foreign) as the Placement Agent may designate and to maintain such
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qualifications and exemptions in effect for so long as required for the distribution of the Securities (but in no event for less than one year from the date of this Agreement);
provided, however, that the Company shall not be obligated to file any general consent to service of process or to qualify as a foreign corporation or as a dealer in securities in
any jurisdiction in which it is not so qualified or to subject itself to taxation in respect of doing business in any jurisdiction in which it is not otherwise so subject.  In each
jurisdiction in which the Placement Securities have been so qualified or exempt, the Company will file such statements and reports as may be required by the laws of such
jurisdiction to continue such qualification or exemption, as the case may be, in effect for so long as required for the distribution of the Placement Securities (but in no event for
less than one year from the date of this Agreement).
 

(f)                                   Rule 158.  The Company will timely file such reports pursuant to the Exchange Act as are necessary in order to make generally available to its securityholders
as soon as practicable an earnings statement for the purposes of, and to provide to the Placement Agent the benefits contemplated by, the last paragraph of Section 11(a) of the
Securities Act.
 

(g)                                  Use of Proceeds.  The Company will use the net proceeds received by it from the sale of the Securities in the manner specified in the Prospectus under “Use
of Proceeds.”
 

(h)                                 Listing.  During any period in which the Prospectus relating to the Placement Securities is required to be delivered by the Placement Agent under the
Securities Act with respect to a pending sale of the Placement Securities (including in circumstances where such requirement may be satisfied pursuant to Rule 172 under the
Securities Act), the Company will use its commercially reasonable efforts to cause the Placement Securities to be listed on the NYSE.
 

(i)                                     Filings with the Exchange.  The Company will timely seek to file with the NYSE all material documents and notices required by the NYSE of companies that
have securities traded on the NYSE.
 

(j)                                    Reporting Requirements.  The Company, during any period when the Prospectus is required to be delivered under the Securities Act and the Exchange Act
(including in circumstances where such requirement may be satisfied pursuant to Rule 172 under the Securities Act), will file all documents required to be filed with the
Commission pursuant to the Exchange Act within the time periods required by the Exchange Act.
 

(k)                                 Notice of Other Sales.  During the pendency of any Placement Notice given hereunder, the Company shall provide the Placement Agent notice as promptly as
reasonably possible before it offers to sell, contracts to sell, sells, grants any option to sell or otherwise disposes of any shares of Common Stock (other than Placement
Securities offered pursuant to the provisions of this Agreement) or securities convertible into or exchangeable for Common Stock, warrants or any rights to purchase or acquire
Common Stock; provided, that such notice shall not be required in connection with (i) the issuance, grant or sale of restricted stock, Common Stock, LTIP units, options to
purchase Common Stock, or Common Stock issuable upon the exercise of options or other equity awards pursuant to any stock option, stock bonus or other stock or
compensatory plan or arrangement described in the Prospectus, (ii) the issuance of securities in connection with an acquisition, merger or sale or purchase of assets described in
the Prospectus or the issuance of Common Stock pursuant to terms and conditions of warrants then outstanding, (iii) the issuance of Common Stock pursuant to the terms and
conditions of securities convertible into or exchangeable for Common Stock then outstanding, or (iv) the issuance or sale of Common Stock pursuant to any dividend
reinvestment and direct share purchase plan that the Company has in effect or may adopt from time to time, provided the implementation of such new plan is disclosed to the
Placement Agent in advance; provided further that such notice shall not be required if such information has been filed or furnished on EDGAR or has otherwise been publicly
disclosed in advance
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of any such offer, contract, sale, grant or other disposal or a preliminary prospectus has been made available on EDGAR.
 

(l)                                     Change of Circumstances.  The Company will, at any time during a fiscal quarter in which the Company intends to tender a Placement Notice or sell
Placement Securities, advise the Placement Agent promptly after it shall have received notice or obtained knowledge thereof, of any information or fact that would alter or
affect in any material respect any opinion, certificate, letter or other document provided to the Placement Agent pursuant to this Agreement during such fiscal quarter.
 

(m)                             Due Diligence Cooperation.  The Company will cooperate with any reasonable due diligence review conducted by the Placement Agent or its respective
agents in connection with the transactions contemplated hereby, including, without limitation, providing information and making available documents and senior officers,
during regular business hours and at the Company’s principal offices, as the Placement Agent may reasonably request.
 

(n)                                 Disclosure of Sales.  The Company will, if applicable, disclose in its quarterly reports on Form 10-Q and in its annual report on Form 10-K the number of
Placement Securities sold through the Placement Agent during the most recent fiscal quarter, the Net Proceeds to the Company and the compensation paid or payable by the
Company to the Placement Agent with respect to such Placement Securities.
 

(o)                                 Representation Dates; Certificate.  On or prior to the date that the Securities are first sold pursuant to the terms of this Agreement and:
 

(i)                                     each time the Company files the Prospectus relating to the Placement Securities or amends the Registration Statement or supplements the Prospectus
relating to the Placement Securities (other than amendments or supplements that are filed solely to report sales of the Placement Securities pursuant to this Agreement)
by means of a post-effective amendment, sticker, or supplement but not by means of incorporation of documents by reference into the Registration Statement or the
Prospectus relating to the Placement Securities;

 
(ii)                                  each time the Company files an annual report on Form 10-K under the Exchange Act (each date of filing of the Company’s annual report on

Form 10-K shall be a “10-K Representation Date”);
 

(iii)                               each time the Company files its quarterly reports on Form 10-Q under the Exchange Act; or
 

(iv)                              each time the Company files a report on Form 8-K containing amended financial information (other than an earnings release, to “furnish”
information pursuant to Items 2.02 or 7.01 of Form 8-K or to provide disclosure pursuant to Item 8.01 of Form 8-K relating to the reclassifications of certain properties
as discontinued operations in accordance with Statement of Financial Accounting Standards No. 144) under the Exchange Act (each date of filing of one or more of
the documents referred to in clauses (i) through (iv) shall be a “Representation Date”);

 
the Company shall furnish the Placement Agent with a certificate in the form attached hereto as Exhibit F, within three (3) Trading Days after any Representation Date.  The
requirement to provide a certificate under this Section 7(o) shall be waived for any Representation Date occurring at a time at which no Placement Notice is pending, which
waiver shall continue until the earlier to occur of the date the Company delivers a Placement Notice hereunder (which for such calendar quarter shall be considered a
Representation Date) and the next occurring Representation Date; provided, however, that such waiver
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shall not apply for any 10-K Representation Date.  Notwithstanding the foregoing, if the Company subsequently decides to sell Placement Securities following a Representation
Date when the Company relied on such waiver and did not provide the Placement Agent with a certificate under this Section 7(o), then before the Company delivers the
Placement Notice or the Placement Agent sells any Placement Securities, the Company shall provide the Placement Agent with a certificate, in the form attached hereto as
Exhibit F, dated the date of the Placement Notice.
 

(p)                                 Legal Opinions.  On or prior to the date that the Securities are first sold pursuant to the terms of this Agreement and within three (3) Trading Days after each
Representation Date with respect to which the Company is obligated to deliver a certificate in the form attached hereto as Exhibit F for which no waiver is applicable, the
Company shall cause to be furnished to the Placement Agent (i) a written opinion of Stinson Leonard Street LLP, corporate counsel to the Company, or other counsel
satisfactory to the Placement Agent, in form and substance reasonably satisfactory to the Placement Agent and its counsel, dated the date that the opinion is required to be
delivered, substantially similar to the form attached hereto as Exhibit D-1, (ii) a written opinion of Holland & Knight LLP, special regulatory counsel to the Company, or other
counsel satisfactory to the Placement Agent, in form and substance reasonably satisfactory to the Placement Agent and its counsel, dated the date that the opinion is required to
be delivered, substantially similar to the form attached hereto as Exhibit D-2 and (iii) a written opinion of Sidley Austin LLP, special tax counsel to the Company, or other
counsel satisfactory to the Placement Agent, in form and substance reasonably satisfactory to the Placement Agent and its counsel, dated the date that the opinion is required to
be delivered, substantially similar to the form attached hereto as Exhibit E; provided, however, that in lieu of such opinions for subsequent Representation Dates, counsel may
furnish the Placement Agent with a letter (a “Reliance Letter”) to the effect that the Placement Agent may rely on a prior opinion delivered under this Section 7(p) to the same
extent as if it were dated the date of such letter (except that statements in such prior opinion shall be deemed to relate to the Registration Statement and the Prospectus as
amended or supplemented at such Representation Date).
 

(q)                                 Comfort Letter.  On or prior to the date that the Securities are first sold pursuant to the terms of this Agreement and within three (3) Trading Days after each
Representation Date with respect to which the Company is obligated to deliver a certificate in the form attached hereto as Exhibit F for which no waiver is applicable, the
Company shall cause its independent accountants (and any other independent accountants whose report is included in the Prospectus) to furnish the Placement Agent letters (the
“Comfort Letters”), dated the date the Comfort Letter is delivered, in form and substance satisfactory to the Placement Agent, (i) confirming that they are an independent
registered public accounting firm within the meaning of the Securities Act, the Exchange Act and the PCAOB and (ii) stating, as of such date, the conclusions and findings of
such firm with respect to the financial information and other matters ordinarily covered by accountants’ “comfort letters” to underwriters in connection with registered public
offerings.
 

(r)                                    Deloitte & Touche LLP Comfort Letter.  On or prior to the date that the Securities are first sold pursuant to the terms of this Agreement, the Company shall
cause Deloitte & Touche LLP to furnish to the Placement Agent a Comfort Letter, dated the date the Comfort Letter is delivered, in form and substance satisfactory to the
Placement Agent, (i) confirming that they are an independent registered public accounting firm within the meaning of the Securities Act, the Exchange Act and the PCAOB and
(ii) stating, as of such date, the conclusions and findings of such firm with respect to the financial information and other matters ordinarily covered by accountants’ “comfort
letters” to underwriters in connection with registered public offerings.
 

(s)                                   CFO Certificate.  On or prior to the date that the Securities are first sold pursuant to the terms of this Agreement and within three (3) Trading Days after each
Representation Date with respect to which the Company is obligated to deliver a certificate in the form attached hereto as Exhibit F for which
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no waiver is applicable, the Company shall cause to be furnished to the Placement Agent a certificate, dated the date that the certificate is required to be delivered, of its chief
financial officer with respect to certain financial data contained in the Prospectus, providing “management comfort” with respect to such information, in form and substance
reasonably satisfactory to the Placement Agent.
 

(t)                                    Market Activities.  The Company will not, directly or indirectly, (i) take any action designed to cause or result in, or that constitutes or might reasonably be
expected to constitute, the stabilization or manipulation of the price of any security of the Company to facilitate the sale or resale of the Securities or (ii) sell, bid for, or
purchase the Securities to be issued and sold pursuant to this Agreement, or pay anyone any compensation for soliciting purchases of the Securities to be issued and sold
pursuant to this Agreement other than the Placement Agent; provided, however, that the Company may bid for and purchase its Common Stock in accordance with Rule 10b-18
under the Exchange Act.
 

(u)                                 Investment Company Act.  The Company will conduct its affairs in such a manner so as to reasonably ensure that neither it nor its subsidiaries will be or
become, at any time prior to the termination of this Agreement, an “investment company,” as such term is defined in the Investment Company Act, assuming no change in the
Commission’s current interpretation as to entities that are not considered an investment company.
 

(v)                                 Securities Act and Exchange Act.  The Company will use its best efforts to comply with all requirements imposed upon it by the Securities Act and the
Exchange Act as from time to time in force, so far as necessary to permit the continuance of sales of, or dealings in, the Placement Securities as contemplated by the provisions
hereof and the Prospectus.
 

(w)                               No Offer to Sell.  Other than a free writing prospectus (as defined in Rule 405 under the Securities Act) approved in advance in writing by the Company and
the Placement Agent in its capacity as principal or agent hereunder, the Company (including its agents and representatives, other than the Placement Agent in its capacity as
such) will not, directly or indirectly, make, use, prepare, authorize, approve or refer to any free writing prospectus relating to the Securities to be sold by the Placement Agent as
principal or agent hereunder.
 

(x)                                 Sarbanes-Oxley Act.  The Company and its subsidiaries will use their best efforts to comply with all effective applicable provisions of the Sarbanes-Oxley
Act of 2002.
 

(y)                                 Regulation M.  If the Company has reason to believe that the exemptive provisions set forth in Rule 101(c)(1) of Regulation M under the Exchange Act are
not satisfied with respect to the Company or the Common Stock, it shall promptly notify the Placement Agent and sales of the Placement Securities under this Agreement shall
be suspended until that or other exemptive provisions have been satisfied in the judgment of each party.
 

(z)                                  REIT Qualification.  The Company will use its best efforts to enable the Company to meet the requirements to qualify as a REIT under the Code until the
Board of Directors of the Company determines that it is no longer in the best interests of the Company to qualify as a REIT.
 

SECTION 8.                            Payment of Expenses.  The Company will pay all expenses incident to the performance of its obligations under this Agreement, including (i) the
preparation, printing and filing of the Registration Statement (including financial statements and exhibits) as originally filed and of each amendment and supplement thereto,
(ii) the word processing, printing and delivery to the Placement Agent of this Agreement and such other documents as may be required in connection with the offering,
purchase, sale, issuance or delivery of the Placement Securities, (iii) the preparation, issuance and delivery of the certificates for the Placement Securities to the Placement
Agent, including any stock or
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other transfer taxes and any capital duties, stamp duties or other duties or taxes payable upon the sale, issuance or delivery of the Placement Securities to the Placement Agent,
(iv) the fees and disbursements of the counsel, accountants and other advisors to the Company, (v) the qualification or exemption of the Placement Securities under securities
laws in accordance with the provisions of Section 7(e) hereof, including filing fees and the reasonable fees and disbursements of counsel for the Placement Agent in connection
therewith and in connection with the preparation of the Blue Sky Survey and any supplements thereto, (vi) the printing and delivery to the Placement Agent of copies of any
Permitted Free Writing Prospectus and the Prospectus and any amendments or supplements thereto and any costs associated with electronic delivery of any of the foregoing by
the Placement Agent to investors, (vii) the fees and expenses of the transfer agent and registrar for the Securities, (viii) (A) all the filing fees incident to the review by FINRA
of the terms of the sale of the Securities, and (B) the reasonable fees and disbursements of counsel to the Placement Agent in connection with such review by FINRA in an
amount not to exceed $5,000, and (ix) the fees and expenses incurred in connection with the listing of the Placement Securities on the NYSE.
 

SECTION 9.                            Conditions of the Placement Agent’s Obligations.  The obligations of the Placement Agent hereunder with respect to a Placement will be subject to
the continuing accuracy and completeness of the representations and warranties of the Company contained in this Agreement or in certificates of any officer of the Company or
any subsidiary of the Company delivered pursuant to the provisions hereof, to the performance by the Company of its covenants and other obligations hereunder, and to the
following further conditions:
 

(a)                                 Effectiveness of Registration Statement.  The Registration Statement and any Rule 462(b) Registration Statement shall have become effective and shall be
available for (i) all sales of Placement Securities issued pursuant to all prior Placement Notices and (ii) the sale of all Placement Securities contemplated to be issued by any
Placement Notice.
 

(b)                                 No Material Notices.  None of the following events shall have occurred and be continuing: (i) receipt by the Company or any of its subsidiaries of any request
for additional information from the Commission or any other federal or state governmental authority during the period of effectiveness of the Registration Statement, the
response to which would require any post-effective amendments or supplements to the Registration Statement or the Prospectus; (ii) the issuance by the Commission or any
other federal or state governmental authority of any stop order suspending the effectiveness of the Registration Statement or the initiation of any proceedings for that purpose;
(iii) receipt by the Company of any notification with respect to the suspension of the qualification or exemption from qualification of any of the Placement Securities for sale in
any jurisdiction or the initiation or threatening of any proceeding for such purpose; (iv) the occurrence of any event that makes any material statement made in the Registration
Statement or the Prospectus, or any Issuer Free Writing Prospectus, or any material document incorporated or deemed to be incorporated therein by reference untrue in any
material respect or that requires the making of any changes in the Registration Statement, the Prospectus, or any Issuer Free Writing Prospectus, or such documents so that, in
the case of the Registration Statement, it will not contain any materially untrue statement of a material fact or omit to state any material fact required to be stated therein or
necessary to make the statements therein not misleading and that, in the case of the Prospectus and any Issuer Free Writing Prospectus, it will not contain any materially untrue
statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading.
 

(c)                                  No Misstatement or Material Omission.  The Placement Agent shall not have advised the Company that the Registration Statement or Prospectus, or any
Issuer Free Writing Prospectus, or any amendment or supplement thereto, contains an untrue statement of fact that in the Placement Agent’s
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reasonable opinion is material, or omits to state a fact that in the Placement Agent’s opinion is material and is required to be stated therein or is necessary to make the
statements therein not misleading.
 

(d)                                 Material Changes.  Except as contemplated in the Prospectus, or disclosed in the Company’s reports filed with the Commission, there shall not have been any
material adverse change in the condition, financial or otherwise, or in the earnings, business affairs or business prospects of the Company and its subsidiaries considered as one
enterprise, whether or not arising in the ordinary course of business.
 

(e)                                  Representation Certificate.  The Placement Agent shall have received the certificate required to be delivered pursuant to Section 7(o) on or before the date on
which delivery of such certificate is required pursuant to Section 7(o).
 

(f)                                   Legal Opinions.  The Placement Agent shall have received the opinions required to be delivered pursuant to Section 7(p) on or before the date on which
delivery of such opinions is required pursuant to Section 7(p).
 

(g)                                  Accountant’s Comfort Letter.  The Placement Agent shall have received the Comfort Letter required to be delivered pursuant to Section 7(q) on or before the
date on which delivery of such opinion is required pursuant to Section 7(q).
 

(h)                                 Deloitte & Touche LLP’s Comfort Letter.  The Placement Agent shall have received the Comfort Letter required to be delivered pursuant to Section 7(r) on or
before the date on which delivery of such Comfort Letter is required pursuant to Section 7(r).
 

(i)                                     Approval for Listing.  The Placement Securities shall either have been (i) approved for listing on the NYSE, subject only to notice of issuance, or (ii) the
Company shall have filed an application for listing of the Placement Securities on the NYSE at or prior to the issuance of any Placement Notice.
 

(j)                                    No Suspension.  Trading in the Securities shall not have been suspended on the NYSE.
 

(k)                                 Additional Documents.  On each date on which the Company is required to deliver a certificate pursuant to Section 7(o), counsel for the Placement Agent
shall have been furnished with such documents and opinions as they may require for the purpose of enabling them to pass upon the issuance and sale of the Securities as herein
contemplated, or in order to evidence the accuracy of any of the representations or warranties, or the fulfillment of any of the conditions, contained in this Agreement.
 

(l)                                     Securities Act Filings Made.  All filings with the Commission required by Rule 424 under the Securities Act to have been filed prior to the issuance of any
Placement Notice hereunder shall have been made within the applicable time period prescribed for such filing by Rule 424 under the Securities Act.
 

(m)                             Termination of Agreement.  If any condition specified in this Section 9 shall not have been fulfilled when and as required to be fulfilled, this Agreement may
be terminated by the Placement Agent by notice to the Company, and such termination shall be without liability of any party to any other party except as provided in Section 7
hereof and except that, in the case of any termination of this Agreement, Sections 5, 10, 11 and 19 hereof shall survive such termination and remain in full force and effect.
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SECTION 10.                     Indemnity and Contribution by the Company and the Placement Agent.

 
(a)                                 Indemnification by the Company.  The Company agrees to indemnify, defend and hold harmless the Placement Agent and any person who controls the

Placement Agent within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act, from and against any loss, expense, liability, damage or claim
(including the reasonable cost of investigation) which, jointly or severally, the Placement Agent or any controlling person may incur under the Securities Act, the Exchange Act
or otherwise, insofar as such loss, expense, liability, damage or claim arises out of or is based upon (1) any untrue statement or alleged untrue statement of a material fact
contained in the Registration Statement (or any amendment thereof), any Issuer Free Writing Prospectus that the Company has filed or was required to file with the
Commission or the Prospectus (the term Prospectus for the purpose of this Section 10 being deemed to include the Prospectus as of its date and as amended or supplemented by
the Company), (2) any omission or alleged omission to state a material fact required to be stated in any such Registration Statement, or necessary to make the statements made
therein not misleading, or (3) any omission or alleged omission from any such Issuer Free Writing Prospectus or Prospectus of a material fact necessary to make the statements
made therein, in the light of the circumstances under which they were made, not misleading; except, in the case of each of clauses (1), (2) and (3), insofar as any such loss,
expense, liability, damage or claim arises out of or is based upon any untrue statement or alleged untrue statement of a material fact or any omission or alleged omission of a
material fact required to be stated therein or necessary to make the statements therein (in the case of the Prospectus and any Issuer Free Writing Prospectus, in the light of the
circumstances under which they were made) not misleading, in each such case, to the extent contained in and in conformity with information furnished in writing by the
Placement Agent to the Company expressly for use therein (that information being limited to that described in Section 10(b) hereof).  The indemnity agreement set forth in this
Section 10(a) shall be in addition to any liability which the Company may otherwise have.  If any action is brought against the Placement Agent or any controlling person in
respect of which indemnity may be sought against the Company pursuant to this Section 10(a), the Placement Agent shall promptly notify the Company in writing of the
institution of such action, and the Company shall if it so elects assume the defense of such action, including the employment of counsel and payment of expenses; provided,
however, that any failure or delay to so notify the Company will not relieve the Company of any obligation hereunder, except to the extent that its ability to defend is materially
prejudiced by such failure or delay.  The Placement Agent or such controlling person shall have the right to employ its own counsel in any such case, but the fees and expenses
of such counsel shall be at the expense of the Placement Agent or such controlling person unless the employment of such counsel shall have been authorized in writing by the
Company in connection with the defense of such action, or the Company shall not have employed counsel reasonably satisfactory to the Placement Agent or such controlling
person, as the case maybe, to have charge of the defense of such action within a reasonable time or such indemnified party or parties shall have reasonably concluded (based on
the advice of counsel) that there may be defenses available to it or them which are different from or additional to those available to the Company (in which case the Company
shall not have the right to direct the defense of such action on behalf of the indemnified party or parties), in any of which events such fees and expenses shall be borne by the
Company and paid as incurred (it being understood, however, that the Company shall not be liable for the expenses of more than one separate firm of attorneys for the
Placement Agent or such controlling persons in any one action or series of related actions in the same jurisdiction (other than local counsel in any such jurisdiction)
representing the indemnified parties who are parties to such action).  Anything in this paragraph to the contrary notwithstanding, the Company shall not be liable for any
settlement of any such claim or action effected without its written consent.
 

(b)                                 Indemnification by the Placement Agent. The Placement Agent agrees to indemnify, defend and hold harmless the Company and its directors and officers that
signed the Registration Statement, and any person who controls the Company within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act, from
and against any loss, expense, liability, damage or claim (including the reasonable cost of investigation) which, jointly or severally, the Company or any such
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person may incur under the Securities Act, the Exchange Act or otherwise, insofar as such loss, expense, liability, damage or claim arises out of or is based upon (1) any untrue
statement or alleged untrue statement of a material fact contained in the Registration Statement (or any amendment thereof), any Issuer Free Writing Prospectus that the
Company has filed or was required to file with the Commission or the Prospectus, (2) any omission or alleged omission to state a material fact required to be stated in any such
Registration Statement or necessary to make the statements made therein not misleading or (3) any omission or alleged omission from any such Issuer Free Writing Prospectus
or the Prospectus of a material fact necessary to make the statements made therein, in the light of the circumstances under which they were made, not misleading, but in each
case only insofar as such untrue statement or alleged untrue statement or omission or alleged omission was made in such Registration Statement, Issuer Free Writing Prospectus
or Prospectus in reliance upon and in conformity with information furnished in writing by the Placement Agent to the Company expressly for use therein.  The name of the
Placement Agent set forth in the first paragraph on the cover of the Prospectus Supplement constitutes the only information furnished by or on behalf of the Placement Agent to
the Company for the purposes of Section 5(a)(1) and this Section 10.  The indemnity agreement set forth in this Section 10(b) shall be in addition to any liabilities that the
Placement Agent may otherwise have.
 

If any action is brought against the Company or any such person in respect of which indemnity may be sought against the Placement Agent pursuant to the foregoing
paragraph, the Company or such person shall promptly notify the Placement Agent in writing of the institution of such action and the Placement Agent shall if it so elects
assume the defense of such action, including the employment of counsel and payment of expenses; provided, however, that any failure or delay to so notify the Placement
Agent will not relieve the Placement Agent of any obligation hereunder, except to the extent that its ability to defend is materially prejudiced by such failure or delay.  The
Company or such person shall have the right to employ its own counsel in any such case, but the fees and expenses of such counsel shall be at the expense of the Company or
such person unless the employment of such counsel shall have been authorized in writing by the Placement Agent in connection with the defense of such action or the
Placement Agent shall not have employed counsel reasonably satisfactory to the Company or such person, as the case may be, to have charge of the defense of such action
within a reasonable time or such indemnified party or parties shall have reasonably concluded (based on the advice of counsel) that there may be defenses available to it or
them which are different from or additional to those available to the Placement Agent (in which case the Placement Agent shall not have the right to direct the defense of such
action on behalf of the indemnified party or parties), in any of which events such fees and expenses shall be borne by the Placement Agent and paid as incurred (it being
understood, however, that the Placement Agent shall not be liable for the expenses of more than one separate firm of attorneys in any one action or series of related actions in
the same jurisdiction (other than local counsel in any such jurisdiction) representing the indemnified parties who are parties to such action).  Anything in this paragraph to the
contrary notwithstanding, the Placement Agent shall not be liable for any settlement of any such claim or action effected without its written consent.
 

(c)                                  Contribution.  If the indemnification provided for in this Section 10 is unavailable or insufficient to hold harmless an indemnified party under subsections
(a) and (b) of this Section 10 in respect of any losses, expenses, liabilities, damages or claims referred to therein, then each applicable indemnifying party, in lieu of
indemnifying such indemnified party, shall contribute to the amount paid or payable by such indemnified party as a result of such losses, expenses, liabilities, damages or
claims (i) in such proportion as is appropriate to reflect the relative benefits received by the Company and by the Placement Agent, each from the offering of the Securities, or
(ii) if (but only if) the allocation provided by clause (i) above is not permitted by applicable law, in such proportion as is appropriate to reflect not only the relative benefits
referred to in clause (i) above but also the relative fault of the Company and the Placement Agent in connection with the statements or omissions which resulted in such losses,
expenses, liabilities, damages or claims, as well as any other relevant equitable considerations.  The relative benefits
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received by the Company shall be deemed to be equal to the gross proceeds from the offering of Securities (before deducting discounts and expenses) received by each of them
and benefits received by the Placement Agent shall be deemed to be equal to the underwriting discounts and commissions received the Placement Agent.  The relative fault of
the Company and of the Placement Agent shall be determined by reference to, among other things, whether the untrue statement or alleged untrue statement of a material fact or
omission or alleged omission relates to information supplied by the Company or by the Placement Agent and the intent of the parties and their relative knowledge, access to
information and opportunity to correct or prevent such statement or omission.  The amount paid or payable by a party as a result of the losses, claims, damages and liabilities
referred to above shall be deemed to include any legal or other fees or expenses reasonably incurred by such party in connection with investigating or defending any claim or
action.
 

(d)                                 The Company and the Placement Agent agree that it would not be just and equitable if contribution pursuant to this Section 10 were determined by pro rata
allocation or by any other method of allocation which does not take account of the equitable considerations referred to in clause (i) and, if applicable, clause (ii) of subsection
(c) above.  Notwithstanding the provisions of this Section 10, the Placement Agent shall not be required to contribute any amount in excess of the underwriting discounts and
commissions applicable to the Securities purchased by the Placement Agent and the liability of the Company pursuant to this Section 10 shall not exceed the gross proceeds
received by the Company in the offering.  No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) of the Securities Act) shall be entitled to
contribution from any person who was not guilty of such fraudulent misrepresentation.
 

SECTION 11.                     Representations, Warranties and Agreements to Survive Delivery.
 

All representations, warranties and agreements contained in this Agreement or in certificates of officers of the Company or any of its subsidiaries submitted pursuant
hereto, shall remain operative and in full force and effect, regardless of any investigation made by or on behalf of the Placement Agent or controlling person, or by or on behalf
of the Company, and shall survive delivery of the Securities to the Placement Agent.
 

SECTION 12.                     Termination of Agreement.
 

(a)                                 Termination; General.  The Placement Agent may terminate this Agreement, by notice to the Company, as hereinafter specified at any time (i) if there has
been, since the time of execution of this Agreement or since the date as of which information is given in the Prospectus, any material adverse change in the condition, financial
or otherwise, or in the earnings, business affairs or business prospects of the Company and its subsidiaries considered as one enterprise, whether or not arising in the ordinary
course of business, or (ii) if there has occurred any material adverse change in the financial markets in the United States or the international financial markets, any outbreak of
hostilities or escalation thereof or other calamity or crisis or any change or development involving a prospective change in national or international political, financial or
economic conditions, in each case the effect of which is such as to make it, in the judgment of the Placement Agent, impracticable or inadvisable to market the Securities or to
enforce contracts for the sale of the Securities, or (iii) if trading in the Placement Securities has been suspended or limited by the Commission or the NYSE, or if trading
generally on the NYSE or the Nasdaq Global Market has been suspended or limited, or minimum or maximum prices for trading have been fixed, or maximum ranges for
prices have been required, by any of said exchanges or by order of the Commission, the FINRA or any other governmental authority, or a material disruption has occurred in
commercial banking or securities settlement or clearance services in the United States or in Europe, or (iv) if a banking moratorium has been declared by either Federal or New
York authorities.
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(b)                                 Termination by the Company.  The Company shall have the right, by giving one (1) day notice as hereinafter specified, to terminate this Agreement in its sole

discretion at any time after the date of this Agreement.  Upon termination of this Agreement pursuant to this Section 12(b), any outstanding Placement Notices shall also be
terminated.
 

(c)                                  Termination by the Placement Agent.  The Placement Agent shall have the right, by giving one (1) day notice as hereinafter specified, to terminate this
Agreement in its sole discretion at any time after the date of this Agreement.
 

(d)                                 Automatic Termination.  Unless earlier terminated pursuant to this Section 12, this Agreement shall automatically terminate upon the issuance and sale of all
of the Placement Securities through the Placement Agent on the terms and subject to the conditions set forth herein.
 

(e)                                  Continued Force and Effect.  This Agreement shall remain in full force and effect unless terminated pursuant to Sections 12(a), (b), (c), or (d) above or
otherwise by mutual agreement of the parties.
 

(f)                                   Effectiveness of Termination.  Any termination of this Agreement shall be effective on the date specified in such notice of termination; provided, however,
that such termination shall not be effective until the close of business on the date of receipt of such notice by the Placement Agent or the Company, as the case may be.  If such
termination shall occur prior to the Settlement Date for any sale of Placement Securities, such Placement Securities shall settle in accordance with the provisions of this
Agreement.
 

(g)                                  Liabilities.  If this Agreement is terminated pursuant to this Section 12, such termination shall be without liability of any party to any other party except as
provided in Section 8 hereof, and except that, in the case of any termination of this Agreement, Sections 5, 10, 11 and 19 hereof shall survive such termination and remain in
full force and effect.
 

SECTION 13.                     Notices.
 

Except as otherwise provided in this Agreement, all notices and other communications hereunder shall be in writing and shall be deemed to have been duly given if
mailed or transmitted by any standard form of telecommunication.  Notices to the Placement Agent shall be directed to Credit Suisse Securities (USA) LLC, Eleven Madison
Avenue, New York, New York 10010-3629, Facsimile: (212) 325-4296, Attention: IBCM-Legal, and notices to the Company shall be directed to it at the offices of the
Company at 575 Lexington Avenue, Suite 2930, New York, New York 10022, Facsimile: (612) 629-2501, Attention: General Counsel.
 

SECTION 14.                     Parties.
 

This Agreement shall inure to the benefit of and be binding upon the Placement Agent, the Company and their respective successors.  Nothing expressed or mentioned
in this Agreement is intended or shall be construed to give any person, firm or corporation, other than the Placement Agent, the Company and their respective successors and
the controlling persons and officers and directors referred to in Section 10 and their heirs and legal representatives, any legal or equitable right, remedy or claim under or in
respect of this Agreement or any provision herein contained.  This Agreement and all conditions and provisions hereof are intended to be for the sole and exclusive benefit of
the Placement Agent, the Company and their respective successors, and said controlling persons and officers and directors and their heirs and legal representatives, and for the
benefit of no other person, firm or corporation.  No purchaser
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of Securities from the Placement Agent shall be deemed to be a successor by reason merely of such purchase.
 

SECTION 15.                     Adjustments for Stock Splits.
 

The parties acknowledge and agree that all stock-related numbers contained in this Agreement shall be adjusted to take into account any stock split, stock dividend or
similar event effected with respect to the Securities.
 

SECTION 16.                     Governing Law and Time.
 

THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK.  SPECIFIED
TIMES OF DAY REFER TO NEW YORK CITY TIME.
 

SECTION 17.                     Effect of Headings.
 

The Section and Exhibit headings herein are for convenience only and shall not affect the construction hereof.
 

SECTION 18.                     Permitted Free Writing Prospectuses.
 

The Company represents, warrants and agrees that, unless it obtains the prior consent of the Placement Agent, and the Placement Agent represents, warrants and
agrees that, unless it obtains the prior consent of the Company, it has not made and will not make any offer relating to the Securities that would constitute an Issuer Free Writing
Prospectus, or that would otherwise constitute a “free writing prospectus,” as defined in Rule 405 under the Securities Act, required to be filed with the Commission.  Any such
free writing prospectus consented to by the Placement Agent or by the Company, as the case may be, is herein referred to as a “Permitted Free Writing Prospectus.”  The
Company represents and warrants that it has treated and agrees that it will treat each Permitted Free Writing Prospectus as an “issuer free writing prospectus,” as defined in
Rule 433 under the Securities Act, and has complied and will comply with the requirements of Rule 433 under the Securities Act applicable to any Permitted Free Writing
Prospectus, including timely filing with the Commission where required, legending and record keeping.  For the purposes of clarity, the parties hereto agree that all free writing
prospectuses, if any, listed in Exhibit G hereto are Permitted Free Writing Prospectuses.
 

SECTION 19.                     Absence of Fiduciary Relationship.
 

The Company acknowledges and agrees that:
 

(a)                                 The Placement Agent is acting solely as agent and/or principal in connection with the public offering of the Securities and in connection with each transaction
contemplated by this Agreement and the process leading to such transactions, and no fiduciary or advisory relationship between the Company or any of its respective affiliates,
stockholders (or other equity holders), creditors or employees or any other party, on the one hand, and the Placement Agent, on the other hand, have been or will be created in
respect of any of the transactions contemplated by this Agreement, irrespective of whether or not the Placement Agent has advised or is advising the Company on other matters,
and the Placement Agent has no obligation to the Company with respect to the transactions contemplated by this Agreement except the obligations expressly set forth in this
Agreement;
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(b)                                 the public offering price of the Securities was not established by the Placement Agent; it is capable of evaluating and understanding, and understands and

accepts, the terms, risks and conditions of the transactions contemplated by this Agreement;
 

(c)                                  the Placement Agent has not provided any legal, accounting, regulatory or tax advice with respect to the transactions contemplated by this Agreement and the
Company has consulted its own legal, accounting, regulatory and tax advisors to the extent it has deemed appropriate;
 

(d)                                 it is aware that the Placement Agent and its respective affiliates are engaged in a broad range of transactions which may involve interests that differ from
those of the Company and the Placement Agent has no obligation to disclose such interests and transactions to the Company by virtue of any fiduciary, advisory or agency
relationship or otherwise; and
 

(e)                                  it waives, to the fullest extent permitted by law, any claims it may have against the Placement Agent for breach of fiduciary duty or alleged breach of
fiduciary duty and agrees that the Placement Agent shall not have any liability (whether direct or indirect, in contract, tort or otherwise) to it in respect of such a fiduciary duty
claim or to any person asserting a fiduciary duty claim on its behalf or in right of it or the Company, employees or creditors of Company.
 

SECTION 20.                     Recognition of the U.S. Special Resolution Regimes.
 

(a)                                 In the event that the Placement Agent is a Covered Entity (as defined below) that becomes subject to a proceeding under a U.S. Special Resolution Regime
(as defined below), the transfer from the Placement Agent of this Agreement, and any interest and obligation in or under this Agreement, will be effective to the same extent as
the transfer would be effective under the U.S. Special Resolution Regime if this Agreement, and any such interest and obligation, were governed by the laws of the United
States or a state of the United States.
 

(b)                                 In the event that the Placement Agent is a Covered Entity or a BHC Act Affiliate (as defined below) that becomes subject to a proceeding under a U.S.
Special Resolution Regime, Default Rights (as defined below) under this Agreement that may be exercised against the Placement Agent are permitted to be exercised to no
greater extent than such Default Rights could be exercised under the U.S. Special Resolution Regime if this Agreement were governed by the laws of the United States or a
state of the United States.
 

As used in this Section 20:
 

“BHC Act Affiliate” has the meaning assigned to the term “affiliate” in, and shall be interpreted in accordance with, 12 U.S.C. § 1841(k).
 

“Covered Entity” means any of the following:
 

(i) a “covered entity” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 252.82(b);
 

(ii) a “covered bank” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 47.3(b); or
 

(iii) a “covered FSI” as that term is defined in, and interpreted in accordance with, 12 C.F.R. § 382.2(b).
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“Default Right” has the meaning assigned to that term in, and shall be interpreted in accordance with, 12 C.F.R. §§ 252.81, 47.2 or 382.1, as applicable.

 
“U.S. Special Resolution Regime” means each of (i) the Federal Deposit Insurance Act and the regulations promulgated thereunder and (ii) Title II of the Dodd-Frank
Wall Street Reform and Consumer Protection Act and the regulations promulgated thereunder.

 
[Signature Page Follows]
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If the foregoing is in accordance with your understanding of our agreement, please sign and return to the Company a counterpart hereof, whereupon this instrument,

along with all counterparts, will become a binding agreement by and between the Placement Agent and the Company in accordance with its terms.
 
 

Very truly yours,
  
 

TWO HARBORS INVESTMENT CORP.
   
 

By: /s/ Mary Riskey
  

Name: Mary Riskey
  

Title: Chief Financial Officer
 

Signature Page to Equity Distribution Agreement
 



 
CONFIRMED AND ACCEPTED, as of the date first above written:
 
CREDIT SUISSE SECURITIES (USA) LLC

 

   
By /s/ Renos Savvides

 

 

Authorized Signatory
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EXHIBIT A

 
FORM OF PLACEMENT NOTICE

 
From:               [                                         ]
 
Cc:                             [                                         ]
 
To:                             [                                         ]
 
Subject:  Equity Distribution—Placement Notice
 
Ladies and Gentlemen:
 

Pursuant to the terms and subject to the conditions contained in the Equity Distribution Agreement between Two Harbors Investment Corp., a Maryland corporation
(the “Company”), and Credit Suisse Securities (USA) LLC dated February 8, 2019 (the “Agreement”), I hereby request on behalf of the Company that Credit Suisse Securities
(USA) LLC sell up to [     ] shares of the Company’s common stock, par value $0.01 per share, at a minimum market price of $[     ] per share.
 

[ADDITIONAL SALES PARAMETERS MAY BE ADDED, SUCH AS THE MAXIMUM AGGREGATE OFFERING PRICE, THE TIME PERIOD IN WHICH
SALES ARE REQUESTED TO BE MADE, SPECIFIC DATES THE SHARES MAY NOT BE SOLD ON, THE MANNER IN WHICH SALES ARE TO BE MADE BY THE
PLACEMENT AGENT, AND/OR THE CAPACITY IN WHICH THE PLACEMENT AGENT MAY ACT IN SELLING SHARES (AS PRINCIPAL, AGENT, OR BOTH)]
 



Exhibit 5.1
 

February 8, 2019
 
Two Harbors Investment Corp.
575 Lexington Avenue, Suite 2930
New York, New York 10022
 

Re:                             Automatic Shelf Registration Statement on Form S-3ASR, filed with the Securities and Exchange Commission on February 28, 2018 (file No. 333-223311
(the “Registration Statement”)

 
Ladies and Gentlemen:
 
We have served as counsel to Two Harbors Investment Corp., a Maryland corporation (the “Company”), in connection with certain matters of Maryland law relating to the sale
and issuance of up to 35,000,000 shares of common stock, $0.01 par value per share, of the Company, pursuant to the Equity Distribution Agreement, dated February 8, 2019,
as amended to date (the “Equity Distribution Agreement”), by and among the Company and Credit Suisse Securities (USA) LLC (the “Placement Agent”).
 
In connection with our representation of the Company, and as a basis for the opinion hereinafter set forth, we have examined originals, or copies certified or otherwise
identified to our satisfaction, of the following documents (hereinafter collectively referred to as the “Documents”):
 

1.                                      The Registration Statement of the Company, relating to the Securities, and all amendments thereto, filed with the United States Securities and Exchange
Commission (the “SEC”) under the Securities Act of 1933, as amended (the “1933 Act”);
 

2.                                      The Company’s Prospectus, dated February 28, 2018 (the “Base Prospectus”), as supplemented by a Prospectus Supplement, dated February 8, 2019 (the
“Prospectus Supplement” and, together with the Base Prospectus, the “Prospectus”), each in the form in which it was filed with the SEC pursuant to Rule 424(b) of the General
Rules and Regulations promulgated under the 1933 Act;
 

3.                                      The charter of the Company (the “Charter”), certified by the State Department of Assessments and Taxation of Maryland (the “SDAT”);
 

4.                                      The bylaws of the Company (the “Bylaws”), certified as of the date hereof by an officer of the Company;
 

5.                                      A certificate of the SDAT as to the good standing of the Company, dated as of a recent date;
 

6.                                      Resolutions adopted by the Board of Directors of the Company, and a duly authorized committee thereof (the “Resolutions”), relating to, among other
matters, (a) the sale and issuance of the Securities, certified as of the date hereof by an officer of the Company and (b) the execution, delivery and performance by the Company
of the Equity Distribution Agreement, certified as of the date hereof by an officer of the Company;
 

7.                                      The Equity Distribution Agreement; and
 

8.                                      Such other documents and matters as we have deemed necessary or appropriate to express the opinion set forth below, subject to the assumptions, limitations
and qualification stated herein.
 
In expressing the opinion set forth below, we have assumed the following:
 

1.                                      Each individual executing any of the Documents, whether on behalf of such individual or another person, is legally competent to do so.
 



 
2.                                      Each individual executing any of the Documents on behalf of a party (other than the Company) is duly authorized to do so.

 
3.                                      Each of the parties (other than the Company) executing any of the Documents has duly and validly executed and delivered each of the Documents to which

such party is a signatory, and such party’s obligations set forth therein are legal, valid and binding and are enforceable in accordance with all stated terms.
 

4.                                      All Documents submitted to us as originals are authentic. The form and content of all Documents submitted to us as unexecuted drafts do not differ in any
respect relevant to this opinion from the form and content of such Documents as executed and delivered. All Documents submitted to us as certified or photostatic copies
conform to the original documents. All signatures on all Documents are genuine. All public records reviewed or relied upon by us or on our behalf are true and complete. All
representations, warranties, statements and information contained in the Documents are true and complete. There has been no oral or written modification of or amendment to
any of the Documents, and there has been no waiver of any provision of any of the Documents, by action or omission of the parties or otherwise.
 

5.                                      The Securities will not be issued or transferred in violation of any restriction or limitation contained in Article VII of the Charter.
 
Based upon the foregoing, and subject to the assumptions, limitations and qualifications stated herein, it is our opinion that the issuance of the Securities has been duly
authorized, and, when and if issued and delivered against payment therefor in accordance with the Resolutions and the Registration Statement, the Securities will be legally
issued, fully paid and nonassessable.
 
The foregoing opinion is limited to the laws of the State of Maryland, and we do not express any opinion herein concerning any other law. We express no opinion as to the
applicability or effect of federal or state securities laws, including the securities laws of the State of Maryland, or as to federal or state laws regarding fraudulent transfers. To
the extent that any matter as to which our opinion is expressed herein would be governed by the laws of any jurisdiction other than the State of Maryland, we do not express
any opinion on such matter. The opinion expressed herein is subject to the effect of any judicial decision which may permit the introduction of parol evidence to modify the
terms or the interpretation of agreements.
 
The opinion expressed herein is limited to the matters specifically set forth herein and no other opinion shall be inferred beyond the matters expressly stated. We assume no
obligation to supplement this opinion if any applicable law changes after the date hereof or if we become aware of any fact that might change the opinion expressed herein after
the date hereof.
 
This opinion is being furnished to you for submission to the Commission as an exhibit to the Company’s Current Report on Form 8-K relating to the Securities (the “Current
Report”). We hereby consent to the filing of this opinion as an exhibit to the Current Report and to the use of the name of our firm therein. In giving this consent, we do not
admit that we are within the category of persons whose consent is required by Section 7 of the 1933 Act.
 
 

STINSON LEONARD STREET LLP
  
 

/s/ Stinson Leonard Street LLP
 



Exhibit 8.1
 
February 8, 2019
 
Two Harbors Investment Corp.
575 Lexington Avenue, Suite 2930
New York, New York 10022
 

Re:                             Two Harbors Investment Corp.
 
Ladies and Gentlemen:
 

We have acted as special tax counsel to Two Harbors Investment Corp., a Maryland corporation (the “Company”), in connection with the issuance and sale, from time
to time, pursuant to the Equity Distribution Agreement, dated February 8, 2019 (the “Equity Distribution Agreement”), between the Company and Credit Suisse Securities
(USA) LLC of up to an aggregate of 35,000,000 shares (the “Common Stock”) of common stock, $0.01 par value, of the Company.  This opinion is being delivered to you in
connection with your filing of a Form 8-K in connection with the offering of the Common Stock pursuant to the Equity Distribution Agreement.  Capitalized terms used but not
defined herein shall have the respective meanings ascribed to them in the Equity Distribution Agreement.
 

In connection with rendering this opinion letter, we have examined originals or copies, certified or otherwise identified to our satisfaction, of the filing by the
Company of a Registration Statement on Form S-3 (Registration No. 333-223311), and any amendments or supplements thereto (collectively, the “Registration Statement”) and
the Company’s Prospectus included therein, dated February 28, 2018 (the “Base Prospectus”), as supplemented by the Prospectus Supplement, dated February 8, 2019 (together
with the Base Prospectus, the “Prospectus”), each in the form in which it was transmitted to the Securities and Exchange Commission (the “Commission”), the Company’s
Annual Report on Form 10-K for the year ended December 31, 2017 filed with the Commission on February 28, 2018 (together with documents incorporated by reference
therein, the “Form 10-K”), and such other documentation and information provided to us by you as we have deemed necessary or appropriate as a basis for the opinion set forth
herein.  In addition, we are relying upon a certificate containing certain factual statements, factual representations and covenants of an officer of the Company dated the date
hereof (the “Officer’s Certificate”) relating to, among other things, the actual and proposed operations of the Company and the entities in which it holds, or has held, a direct or
indirect interest (collectively, the “Company Group”).
 

For purposes of our opinion, we have not independently verified all of the facts, statements, representations and covenants set forth in the Officer’s Certificate, the
Registration Statement and the related Prospectus, the Form 10-K or in any other document hereunder. In particular, we note that the Company Group may engage in
transactions in connection with which we have not provided legal advice, and have not reviewed, and of which we may be unaware. Consequently, we have relied on the
Company’s representation that the facts, statements, representations, and covenants presented in the Officer’s Certificate, the Registration Statement and the related Prospectus,
the Form 10-K and other documents, or otherwise furnished to us, accurately and completely describe all material facts relevant to our opinion. We have assumed that all such
facts, statements, representations and covenants are true without regard to any qualification as to knowledge, belief, intent or materiality. Our opinion is conditioned on the
continuing accuracy and completeness of such facts, statements, representations and covenants. Any variation or difference in the facts, statements, representations, and
covenants referred to, set forth, or assumed herein or in the Officer’s Certificate may affect our conclusions set forth herein.
 

In our review of certain documents in connection with our opinion as expressed below, we have assumed the legal capacity of all natural persons, the genuineness of
all signatures, the authenticity of all documents submitted to us as originals, the conformity to original documents of all documents submitted to us as certified, conformed,
photostatic, or electronic copies, and the authenticity of the originals of such copies. Where documents have been provided to us in draft form, we have assumed that the final
executed versions of such documents will not differ materially from such drafts.
 



 
We have further assumed, with your consent, that (i) the purchase and sale of the Common Stock have been or will be consummated in accordance with the provisions

of the Prospectus (and no covenants or conditions described therein and affecting this opinion will be waived or modified), (ii) the parties to the transactions described above
will treat the purchase and sale of the Common Stock and all related transactions for U.S. federal income tax purposes in a manner consistent with the opinion set forth below,
(iii) all applicable reporting requirements have been or will be satisfied, (iv) each of the written agreements to which the Company Group is a party has been and will be
implemented, construed and enforced in accordance with its terms, and (v) no action will be taken by the Company Group after the date hereof that would have the effect of
altering facts upon which the opinions set forth below are based. If any of the above described assumptions is untrue for any reason, or if the purchase and sale of the Common
Stock are consummated in a manner that is different from the manner described in the Registration Statement and the related Prospectus, our opinion as expressed below may
be adversely affected.
 

In rendering this opinion letter, we have considered and relied upon the Internal Revenue Code of 1986 (the “Code”), the regulations promulgated thereunder
(“Regulations”), administrative rulings and other U.S. Treasury interpretations of the Code and the Regulations by the courts and the Internal Revenue Service (“IRS”), all as
they exist at the date hereof. It should be noted that the Code, Regulations, judicial decisions and administrative interpretations are subject to change at any time and, in some
circumstances, with retroactive effect. A material change that is made after the date hereof in any of the foregoing bases for our opinions could affect our conclusions set forth
herein. In this regard, an opinion of counsel with respect to an issue represents counsel’s best judgment as to the outcome on the merits with respect to such issue, is not binding
on the IRS or the courts, and is not a guarantee that the IRS will not assert a contrary position with respect to such issue or that a court will not sustain such a position if
asserted by the IRS. This opinion letter shall not be construed as or deemed to be a guaranty or insuring agreement.
 

We express no opinion as to the laws of any jurisdiction other than the federal income tax laws of the United States. We express no opinion on any issue relating to the
Company, PRCM Advisers LLC, the Company Group or any investment therein, other than as expressly stated herein.
 

Based on and subject to the foregoing, we are of the opinion that:
 

1.  Commencing with its taxable year that ended on December 31, 2014, the Company has been organized and operated in conformity with the requirements for
qualification and taxation as a real estate investment trust (a “REIT”), and its current organization and proposed method of operation will enable it to continue to meet the
requirements for qualification and taxation as a REIT under the Code. In addition, the Company’s qualification and taxation as a REIT depend upon its ability to meet, through
actual operating results, certain requirements relating to the sources of its income, the nature of its assets, its distribution levels and the diversity of its stock ownership, and
various other qualification tests imposed under the Code, the results of which are not reviewed by us. Accordingly, no assurance can be given that the actual results of the
Company’s operations for any one taxable year will satisfy the requirements for taxation as a REIT under the Code.
 

2.  Although the discussion set forth in the Prospectus Supplement under the heading “U.S. Federal Income Tax Considerations” does not purport to discuss all
possible United States federal income tax consequences of the ownership and disposition of the Common Stock, such discussion, though general in nature, constitutes, in all
material respects, a fair and accurate summary under current law of the material United States federal income tax consequences of the ownership and disposition of such
Common Stock, subject to the qualifications set forth therein. The United States federal income tax consequences of the ownership and disposition of the Common Stock by an
investor will depend upon that investor’s particular situation, and we express no opinion as to the completeness of the discussions set forth in the Prospectus Supplement under
the heading “U.S. Federal Income Tax Considerations” as applied to any particular investor.
 

This opinion letter is expressed as of the date hereof, and we undertake no obligation to supplement or revise our opinions to reflect any legal developments or factual
matters arising subsequent to the date hereof, or the impact of any information, document, certificate, record, statement, representation, covenant or assumption relied upon
herein that becomes incorrect or untrue. As described above, the Company’s qualification and taxation as a REIT depend upon the Company’s ability to meet the various
requirements imposed under the Code, including through actual annual operating results, asset composition, distribution levels and diversity of stock ownership, the results of
which have not
 



 
been and will not be reviewed by us. Accordingly, no assurance can be given that the actual results of the Company’s operation for any particular taxable year will satisfy such
requirements.
 

This opinion has been prepared for you in connection with your filing of a Form 8-K in connection with the offering of the Common Stock pursuant to the Equity
Distribution Agreement.  We consent to the filing of this opinion letter as an exhibit to the Form 8-K and to the use of our name therein.  In giving such consent, we do not
thereby admit that we are an “expert” under the meaning of the Securities Act of 1933 (the “1933 Act”) or that we otherwise are within the category of persons whose consent
is required under Section 7 of the 1933 Act or the rules and regulations of the Commission thereunder.
 
 

Very truly yours,
 

/s/ SIDLEY AUSTIN LLP
 



Exhibit 23.3
 

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
We consent to the incorporation by reference in Registration Statement File Nos. 333-188875 and 333-204220 on Form S-8 and Nos. 333-215177 and 333-223311 on Form S-
3, of our report dated February 15, 2018, relating to the consolidated financial statements of CYS Investments, Inc. and subsidiaries appearing in the Current Report on Form 8-
K/A of Two Harbors Investment Corp. dated September 28, 2018.
 
/s/ DELOITTE & TOUCHE LLP

 

  
Boston, Massachusetts

 

  
February 8, 2019

 

 



EXHIBIT 99.1
 

 
Two Harbors Investment Corp. Fourth Quarter 2018 Financial Results

 
On February 6, 2019, Two Harbors Investment Corp. announced the following financial results for the quarter ended December 31, 2018.
 
Quarterly Summary
 

·                  Redeployed capital from CYS Investments, Inc. (CYS) acquisition in accordance with previously announced plan.
 

·                  Added $36.1 billion unpaid principal balance (UPB) of MSR through bulk acquisitions and monthly flow-sale arrangements, bringing total holdings to $163.1 billion
UPB.

 
·                  Incurred a Comprehensive Loss of ($307.9) million, or ($1.24) per weighted average basic common share.

 
·                  Generated Core Earnings, including dollar roll income, of $120.7 million, or $0.49 per weighted average basic common share, representing a return on average

common equity of 13.8%.(1)
 

·                  Reported book value of $13.11 per common share, representing a (8.3%) total quarterly return on book value.(2)
 
2018 Summary
 

·                  Completed the acquisition of CYS, growing the company’s market capitalization and equity base, increasing the liquidity of the company’s stock and driving expenses
lower.

 
·                  Added $75.9 billion UPB of MSR, growing portfolio by approximately 60% year-over-year.

 
·                  Generated strong Core Earnings and competitive average dividend yield of 12.8% in 2018.

 

(1)         Core Earnings and Core Earnings, including dollar roll income, are non-GAAP measures. Please see page 13 for a definition of Core Earnings and a reconciliation of
GAAP to non-GAAP financial information.

(2)         Return on book value for the quarter ended December 31, 2018 is defined as the decrease in book value per common share from September 30, 2018 to December 31, 2018
of $1.70, plus dividends declared amounting to $0.47 per common share, divided by September 30, 2018 book value of $14.81 per common share.

 
1



 
Operating Performance
 
The following table summarizes the company’s GAAP and non-GAAP earnings measurements and key metrics for the fourth quarter of 2018:
 
Two Harbors Investment Corp. Operating Performance (unaudited)
(dollars in thousands, except per common share data)
 

  

Three Months Ended
 December 31, 2018

 

Year Ended
 December 31, 2018

 

Earnings attributable to common stockholders
 

Earnings
 

Per
 weighted

 average
 basic

 common
 share

 

Annualized
 return on

 average
 common
 equity

 
Earnings

 

Per
 weighted

 average
 basic

 common
 share

 

Annualized
 return on

 average
 common
 equity

 

Comprehensive Loss
 

$ (307,939) $ (1.24) (35.2)% $ (343,599) $ (1.67) (10.9)%
GAAP Net Loss

 

$ (573,485) $ (2.31) (65.5)% $ (109,685) $ (0.53) (3.5)%
Core Earnings, including dollar roll income(1)

 

$ 120,719
 

$ 0.49
 

13.8% $ 405,430
 

$ 1.97
 

12.9%
              
Operating Metrics

             

Dividend per common share
 

$ 0.47
           

Dividend per Series A preferred share
 

$ 0.50781
           

Dividend per Series B preferred share
 

$ 0.47656
           

Dividend per Series C preferred share
 

$ 0.45313
           

Dividend per Series D preferred share
 

$ 0.484375
           

Dividend per Series E preferred share
 

$ 0.46875
           

Book value per common share at period end
 

$ 13.11
           

Other operating expenses, excluding non-cash LTIP
amortization as a percentage of average equity(2)

 

1.1%
          

 

(1)         Please see page 13 for a definition of Core Earnings, including dollar roll income, and a reconciliation of GAAP to non-GAAP financial information.
(2)         Excludes non-cash equity compensation expense of $3.2 million.
 
Earnings Summary
 
Two Harbors incurred a Comprehensive Loss of ($307.9) million, or ($1.24) per weighted average basic common share, for the quarter ended December 31, 2018, as compared
to a Comprehensive Loss of ($102.8) million, or ($0.46) per weighted average basic common share, for the quarter ended September 30, 2018. The company records unrealized
fair value gains and losses on the majority of RMBS, classified as available-for-sale, in Other Comprehensive Loss. On a Comprehensive Loss basis, the company recognized
an annualized return on average common equity of (35.2%) and (11.9%) for the quarters ended December 31, 2018 and September 30, 2018, respectively.
 
The company reported a GAAP Net Loss of ($573.5) million, or ($2.31) per weighted average basic common share, for the quarter ended December 31, 2018, as compared to
GAAP Net Income of $17.0 million, or $0.08 per weighted average basic common share, for the quarter ended September 30, 2018. On a GAAP Net (Loss) Income basis, the
company recognized an annualized return on average common equity of (65.5%) and 2.0% for the quarters ended December 31, 2018 and September 30, 2018, respectively.
 
For the fourth quarter of 2018, the company recognized non-Core Earnings of:
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·                  net realized losses on RMBS of $248.9 million;
·                  net unrealized gains on certain RMBS of $2.9 million;
·                  other-than-temporary impairment loss of $0.1 million;
·                  net losses of $35.8 million related to swap, cap and swaption terminations and expirations;
·                  net unrealized losses of $219.1 million associated with interest rate swaps, caps and swaptions economically hedging interest rate exposure (or duration);
·                  net realized and unrealized losses on other derivative instruments of $35.0 million;
·                  net realized and unrealized losses on MSR of $113.5 million(1);
·                  servicing reserve expense of  $1.2 million;
·                  non-cash equity compensation expense of $3.2 million; and
·                  net provision for income taxes on non-Core Earnings of $6.4 million.
 
The company reported Core Earnings, including dollar roll income, for the quarter ended December 31, 2018 of $120.7 million, or $0.49 per weighted average basic common
share.  The company reported Core Earnings, including dollar roll income, for the quarter ended September 30, 2018 of $107.0 million or $0.48 per weighted average basic
common share.  On a Core Earnings basis, including dollar roll income, the company recognized an annualized return on average common equity of 13.8% for the quarter
ended December 31, 2018, compared to 12.4% for the quarter ended September 30, 2018.
 
Other Key Metrics
 
Two Harbors declared a cash dividend of $0.47 per common share for the quarter ended December 31, 2018. The annualized dividend yield on the company’s common stock
for the quarter, based on the December 31, 2018 closing price of $12.84, was 14.6%.
 
Two Harbors declared quarterly dividends of $0.50781 per share on its 8.125% Series A fixed-to-floating rate cumulative redeemable preferred stock, $0.47656 per share on its
7.625% Series B fixed-to-floating rate cumulative redeemable preferred stock, $0.45313 per share of the 7.25% Series C fixed-to-floating rate cumulative redeemable preferred
stock, $0.484375 per share of the 7.75% Series D cumulative redeemable preferred stock and $0.46875 per share of the 7.50% Series E cumulative redeemable preferred stock.
The Series A, Series B and Series C preferred dividends were paid on January 28, 2019 to the applicable preferred stockholders of record at the close of business on January 11,
2019. The Series D and Series E preferred dividends were paid on January 15, 2019 to the applicable preferred stockholders of record at the close of business on January 1,
2019.
 
The company’s book value per common share, after taking into account the fourth quarter 2018 common and preferred stock dividends, was $13.11 as of December 31, 2018,
compared to $14.81 as of September 30, 2018, which represented a total return on book value for the quarter of (8.3%).(2)
 
Other operating expenses, excluding non-cash LTIP amortization, for the quarter ended December 31, 2018 were $12.7 million. The company’s annualized expense ratio was
1.1% of average equity, compared to other operating expenses, excluding non-cash LTIP amortization, of $13.8 million, or 1.3% of average equity, for the quarter ended
September 30, 2018. These exclude non-cash equity compensation expense of $3.2 million for both of the quarters ended September 30, 2018 and December 31, 2018.
 

(1)         Excludes estimated amortization of $57.8 million included in Core Earnings, including dollar roll income.
(2)         Return on book value for the quarter ended December 31, 2018 is defined as the decrease in book value per common share from September 30, 2018 to December 31, 2018

of $1.70, plus the dividends declared amounting to $0.47 per common share, divided by September 30, 2018 book value of $14.81 per common share.
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Portfolio Summary
 
The company’s aggregate portfolio is principally comprised of RMBS available-for-sale securities, inverse interest-only securities (Agency Derivatives) and MSR.  As of
December 31, 2018, the total value of the company’s portfolio was $27.6 billion.
 
The company’s portfolio includes rates and credit strategies. The rates strategy consisted of $23.7 billion of Agency RMBS, Agency Derivatives and MSR as well as their
associated notional hedges as of December 31, 2018. Additionally, the company held $6.5 billion notional of net long to-be-announced securities (TBAs) as part of the Rates
strategy.  The credit strategy consisted of $3.9 billion of non-Agency securities, as well as their associated notional hedges as of December 31, 2018.
 
For the quarter ended December 31, 2018, the annualized yield on the company’s average aggregate portfolio was 4.14% and the annualized cost of funds on the associated
average borrowings, which includes net interest rate spread on interest rate swaps and caps, was 2.53%. This resulted in a net interest rate spread of 1.61%.
 
RMBS and Agency Derivatives
 
For the quarter ended December 31, 2018, the annualized yield on average RMBS and Agency Derivatives was 3.9%, consisting of an annualized yield of 3.3% in Agency
RMBS and Agency Derivatives and 7.7% in non-Agency securities.
 
The company experienced a three-month average constant prepayment rate (CPR) of 6.8% for Agency RMBS and Agency Derivatives held as of December 31, 2018,
compared to 8.1% as of September 30, 2018. The weighted average cost basis of the principal and interest Agency portfolio was 105.2% of par as of both December 31, 2018
and September 30, 2018. The net premium amortization was $45.0 million and $48.5 million for the quarters ended December 31, 2018 and September 30, 2018, respectively.
 
The company experienced a three-month average CPR of 5.2% for legacy non-Agency securities held as of December 31, 2018, compared to 6.6% as of September 30, 2018.
The weighted average cost basis of the legacy non-Agency securities was 61.9% of par as of December 31, 2018, compared to 61.7% of par as of September 30, 2018. The
discount accretion was $24.6 million for the quarter ended December 31, 2018, compared to $19.9 million for the quarter ended September 30, 2018. The total net discount
remaining was $1.9 billion as of December 31, 2018, compared to $1.8 billion as of September 30, 2018, with $1.3 billion designated as credit reserve as of December 31,
2018.
 
As of December 31, 2018, fixed-rate investments composed 86.1% and adjustable-rate investments composed 13.9% of the company’s RMBS and Agency Derivatives
portfolio.
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Mortgage Servicing Rights
 
As of December 31, 2018, the company held MSR on mortgage loans with UPB totaling $163.1 billion.(1) The MSR had a fair market value of $2.0 billion, as of December 31,
2018, and the company recognized fair value losses of $171.3 million during the quarter ended December 31, 2018.
 
The company does not directly service mortgage loans, but instead contracts with appropriately licensed subservicers to handle substantially all servicing functions in the name
of the subservicer for the loans underlying the company’s MSR. The company recognized $104.6 million of servicing income, $17.4 million(1) of servicing expenses and $1.2
million in servicing reserve expense during the quarter ended December 31, 2018.
 
Other Investments and Risk Management Derivatives
 
As previously described, the company held $6.5 billion notional of net long TBAs as of December 31, 2018, compared to $9.3 billion notional of net long TBAs as of
September 30, 2018, which are accounted for as derivative instruments in accordance with GAAP.
 
As of December 31, 2018, the company was a party to interest rate swaps, caps and swaptions with a notional amount of $32.1 billion. Of this amount, $32.0 billion notional in
swaps and caps were utilized to economically hedge interest rate exposure (or duration), and $0.1 billion net notional in swaptions were utilized as macroeconomic hedges.
 

(1)         Excludes residential mortgage loans in securitization trusts for which the company is the named servicing administrator.
 
The following tables summarize the company’s investment portfolio, excluding the net TBA positions, as of December 31, 2018 and September 30, 2018:
 

Two Harbors Investment Corp. Portfolio
(dollars in thousands)

 
Portfolio Composition

 
As of December 31, 2018

 
As of September 30, 2018

 

  
(unaudited)

 
(unaudited)

 

Rates Strategy
         

Agency
         

Fixed Rate
 

$ 21,665,960
 

78.4% $ 22,099,352
 

79.8%
Hybrid ARMs

 

19,073
 

0.1% 19,594
 

0.1%
Total Agency

 

21,685,033
 

78.5% 22,118,946
 

79.9%
Agency Derivatives

 

70,257
 

0.2% 67,040
 

0.2%
Mortgage servicing rights

 

1,993,440
 

7.2% 1,664,024
 

6.0%
Other

 

17,712
 

0.1% 18,182
 

0.1%
Credit Strategy

         

Non-Agency
         

Senior
 

2,854,731
 

10.3% 2,771,651
 

10.0%
Mezzanine

 

928,632
 

3.4% 976,150
 

3.5%
Other

 

93,533
 

0.3% 81,524
 

0.3%
Total Non-Agency

 

3,876,896
 

14.0% 3,829,325
 

13.8%
Aggregate Portfolio

 

$ 27,643,338
   

$ 27,697,517
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Portfolio Metrics
 

Three Months Ended
 December 31, 2018

 

Three Months Ended
 September 30, 2018

 

  
(unaudited)

 
(unaudited)

 

Annualized portfolio yield during the quarter
 

4.14% 3.76%
Rates Strategy

     

Agency RMBS, Agency Derivatives and mortgage servicing rights
 

3.6% 3.3%
Credit Strategy

     

Non-Agency securities, Legacy(1)
 

7.7% 7.6%
Non-Agency securities, New issue(1)

 

7.8% 5.4%
      
Annualized cost of funds on average borrowing balance during the quarter(2)

 

2.53% 2.28%
Annualized interest rate spread for aggregate portfolio during the quarter

 

1.61% 1.48%
Debt-to-equity ratio at period-end(3)

 

5.8:1.0
 

5.4:1.0
 

Economic debt-to-equity ratio at period-end(4)
 

7.2:1.0
 

7.3:1.0
 

 
Portfolio Metrics Specific to RMBS and Agency Derivatives

 
As of December 31, 2018

 
As of September 30, 2018

 

  
(unaudited)

 
(unaudited)

 

Weighted average cost basis of principal and interest securities
     

Agency(5)
 

$ 105.20
 

$ 105.15
 

Non-Agency(6)
 

$ 61.87
 

$ 61.68
 

Weighted average three month CPR
     

Agency
 

6.8% 8.1%
Non-Agency

 

5.2% 6.6%
Fixed-rate investments as a percentage of aggregate RMBS and Agency Derivatives portfolio

 

86.1% 86.4%
Adjustable-rate investments as a percentage of aggregate RMBS and Agency Derivatives portfolio

 

13.9% 13.6%
 

(1)         Legacy non-Agency securities includes non-Agency bonds issued up to and including 2009.  New issue non-Agency securities includes bonds issued after 2009.
(2)         Cost of funds includes interest spread income/expense associated with the portfolio’s interest rate swaps and caps.
(3)         Defined as total borrowings to fund RMBS, MSR and Agency Derivatives, divided by total equity.
(4)         Defined as total borrowings to fund RMBS, MSR and Agency Derivatives, plus the implied debt on net TBA positions, divided by total equity.
(5)         Weighted average cost basis includes RMBS principal and interest securities only. Average purchase price utilized carrying value for weighting purposes.
(6)         Average purchase price utilized carrying value for weighting purposes. If current face were utilized for weighting purposes, the average purchase price for total legacy non-

Agency securities excluding the company’s non-Agency interest-only portfolio, would be $59.07 at December 31, 2018 and $58.95 at September 30, 2018.
 
Financing Summary
 
The company reported a debt-to-equity ratio, defined as total borrowings under repurchase agreements, FHLB advances, revolving credit facilities and convertible senior notes
to fund RMBS, Agency Derivatives and
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MSR divided by total equity, of 5.8:1.0 as of December 31, 2018. The company reported an economic debt-to-equity ratio, defined as total borrowings under repurchase
agreements, FHLB advances, revolving credit facilities and convertible senior notes to fund RMBS, Agency Derivatives and MSR, plus the implied debt on net TBA positions,
divided by total equity, of 7.2:1.0 as of December 31, 2018.
 
As of December 31, 2018, the company had outstanding $22.8 billion of repurchase agreements funding RMBS and Agency Derivatives with 30 different counterparties.
Excluding the effect of the company’s interest rate swaps and caps, the repurchase agreements funding RMBS and Agency Derivatives had a weighted average borrowing rate
of 2.65% as of December 31, 2018.
 
The company’s wholly owned subsidiary, TH Insurance Holdings Company LLC (TH Insurance), is a member of the FHLB.  As a member of the FHLB, TH Insurance has
access to a variety of products and services offered by the FHLB, including secured advances.  As of December 31, 2018, TH Insurance had $865.0 million in outstanding
secured advances funding RMBS, with a weighted average borrowing rate of 2.79%.
 
As of December 31, 2018, the company had outstanding $310.0 million of short and long-term borrowings secured by MSR collateral under revolving credit facilities with a
weighted average borrowing rate of 5.60% and remaining maturities of 4.3 years and an additional $60.0 million of available capacity for borrowings.  Additionally, the
company had outstanding $300.0 million of long-term repurchase agreements for MSR, with a weighted average borrowing rate of 4.51%, with additional available capacity of
$100.0 million.
 
As of December 31, 2018, the company’s aggregate repurchase agreements, FHLB advances, revolving credit facilities and convertible senior notes funding RMBS, Agency
Derivatives and MSR had a weighted average of 3.7 months to maturity.
 
The following table summarizes the company’s borrowings by collateral type under repurchase agreements, FHLB advances, revolving credit facilities and convertible senior
notes outstanding as of December 31, 2018 and September 30, 2018, and the related cost of funds for the three months ended December 31, 2018 and September 30, 2018:
 
(in thousands)

 
As of December 31, 2018

 
As of September 30, 2018

 

  
(unaudited)

 
(unaudited)

 

Collateral type:
     

Agency RMBS and Agency Derivatives
 

$ 21,001,246
 

$ 22,419,779
 

Mortgage servicing rights
 

610,000
 

510,000
 

Non-Agency securities
 

2,697,254
 

2,051,876
 

Other(1)
 

283,856
 

283,555
 

 

 

$ 24,592,356
 

$ 25,265,210
 

 

Cost of Funds Metrics
 

Three Months Ended
 December 31, 2018

 

Three Months Ended
 September 30, 2018

 

  
(unaudited)

 
(unaudited)

 

Annualized cost of funds on average borrowings during the quarter:
 

2.8% 2.5%
Agency RMBS and Agency Derivatives

 

2.5% 2.3%
Mortgage servicing rights(2)

 

5.7% 5.7%
Non-Agency securities

 

3.7% 3.6%
Other(1)(2)

 

6.8% 6.7%
 

(1)         Includes unsecured convertible senior notes.
(2)         Includes amortization of debt issuance costs.
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Dividends and Taxable Income
 
The company declared dividends totaling $444.0 million for the 2018 taxable year. The company is required to distribute at least 90% of its taxable income to maintain its REIT
status, and must distribute 100% to avoid federal income tax. The company distributed 90.6% of its 2018 taxable income to stockholders during 2018, and intends to distribute
the remaining 9.4% during the 2019 calendar year.  In addition, the tax characterization of each cash distribution made during 2018 will be treated as ordinary income to
stockholders.
 
Two Harbors Investment Corp.
 
Two Harbors Investment Corp., a Maryland corporation, is a real estate investment trust that invests in residential mortgage-backed securities, mortgage servicing rights and
other financial assets. Two Harbors is headquartered in New York, New York, and is externally managed and advised by PRCM Advisers LLC, a wholly owned subsidiary of
Pine River Capital Management L.P.
 
Forward-Looking Statements
 
This presentation includes “forward-looking statements” within the meaning of the safe harbor provisions of the United States Private Securities Litigation Reform Act of 1995.
Actual results may differ from expectations, estimates and projections and, consequently, readers should not rely on these forward-looking statements as predictions of future
events. Words such as “expect,” “target,” “assume,” “estimate,” “project,” “budget,” “forecast,” “anticipate,” “intend,” “plan,” “may,” “will,” “could,” “should,” “believe,”
“predicts,” “potential,” “continue,” and similar expressions are intended to identify such forward-looking statements. These forward-looking statements involve significant risks
and uncertainties that could cause actual results to differ materially from expected results, including, among other things, those described in our Annual Report on Form 10-K
for the year ended December 31, 2017, and any subsequent Quarterly Reports on Form 10-Q, under the caption “Risk Factors.” Factors that could cause actual results to differ
include, but are not limited to: the state of credit markets and general economic conditions; changes in interest rates and the market value of our assets; changes in prepayment
rates of mortgages underlying our target assets; the rates of default or decreased recovery on the mortgages underlying our target assets; the occurrence, extent and timing of
credit losses within our portfolio; the concentration of credit risks we are exposed to; declines in home prices; our ability to establish, adjust and maintain appropriate hedges
for the risks in our portfolio; the availability and cost of our target assets; the availability and cost of financing; changes in the competitive landscape within our industry; our
ability to effectively execute and to realize the benefits of strategic transactions and initiatives we have pursued or may in the future pursue; our ability to manage various
operational risks and costs associated with our business; interruptions in or impairments to our communications and information technology systems; our ability to acquire
MSR and successfully operate our seller-servicer subsidiary and oversee our subservicers; the impact of any deficiencies in the servicing or foreclosure practices of third parties
and related delays in the foreclosure process; our exposure to legal and regulatory claims; legislative and regulatory actions affecting our business; the impact of new or
modified government mortgage refinance or principal reduction programs; our ability to maintain our REIT qualification; and limitations imposed on our business due to our
REIT status and our exempt status under the Investment Company Act of 1940.
 
Readers are cautioned not to place undue reliance upon any forward-looking statements, which speak only as of the date made. Two Harbors does not undertake or accept any
obligation to release publicly any updates or
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revisions to any forward-looking statement to reflect any change in its expectations or any change in events, conditions or circumstances on which any such statement is based.
Additional information concerning these and other risk factors is contained in Two Harbors’ most recent filings with the Securities and Exchange Commission (SEC). All
subsequent written and oral forward-looking statements concerning Two Harbors or matters attributable to Two Harbors or any person acting on its behalf are expressly
qualified in their entirety by the cautionary statements above.
 
Non-GAAP Financial Measures
 
In addition to disclosing financial results calculated in accordance with United States generally accepted accounting principles (GAAP), these materials present non-GAAP
financial measures, such as Core Earnings, Core Earnings, including dollar roll income, Core Earnings per basic common share and Core Earnings per basic common share,
including dollar roll income, that exclude certain items. Two Harbors’ management believes that these non-GAAP measures enable it to perform meaningful comparisons of
past, present and future results of the company’s core business operations, and uses these measures to gain a comparative understanding of the company’s operating
performance and business trends. The non-GAAP financial measures presented by the company represent supplemental information to assist investors in analyzing the results
of its operations. However, because these measures are not calculated in accordance with GAAP, they should not be considered a substitute for, or superior to, the financial
measures calculated in accordance with GAAP. The company’s GAAP financial results and the reconciliations from these results should be carefully evaluated. See the GAAP
to non-GAAP reconciliation table on page 13.
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TWO HARBORS INVESTMENT CORP.

CONDENSED CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except share data)

 

  

December 31,
 2018

 

December 31,
 2017

 

  
(unaudited)

   

ASSETS
     

Available-for-sale securities, at fair value
 

$ 25,552,604
 

$ 21,220,819
 

Mortgage servicing rights, at fair value
 

1,993,440
 

1,086,717
 

Cash and cash equivalents
 

409,758
 

419,159
 

Restricted cash
 

688,006
 

635,836
 

Accrued interest receivable
 

86,589
 

68,309
 

Due from counterparties
 

154,626
 

842,303
 

Derivative assets, at fair value
 

319,981
 

309,918
 

Reverse repurchase agreements
 

761,815
 

—
 

Other assets
 

165,660
 

206,252
 

Total Assets
 

$ 30,132,479
 

$ 24,789,313
 

LIABILITIES AND STOCKHOLDERS’ EQUITY
     

Liabilities
     

Repurchase agreements
 

$ 23,133,476
 

$ 19,451,207
 

Federal Home Loan Bank advances
 

865,024
 

1,215,024
 

Revolving credit facilities
 

310,000
 

20,000
 

Convertible senior notes
 

283,856
 

282,827
 

Derivative liabilities, at fair value
 

820,590
 

31,903
 

Due to counterparties
 

130,210
 

88,898
 

Dividends payable
 

135,551
 

12,552
 

Accrued interest payable
 

160,005
 

87,698
 

Other liabilities
 

39,278
 

27,780
 

Total Liabilities
 

25,877,990
 

21,217,889
 

Stockholders’ Equity
     

Preferred stock, par value $0.01 per share; 50,000,000 shares authorized and 40,050,000 and 29,050,000 shares issued and
outstanding, respectively ($1,001,250 and $726,250 liquidation preference, respectively)

 

977,500
 

702,537
 

Common stock, par value $0.01 per share; 450,000,000 shares authorized and 248,085,721 and 174,496,587 shares issued
and outstanding, respectively

 

2,481
 

1,745
 

Additional paid-in capital
 

4,809,616
 

3,672,003
 

Accumulated other comprehensive income
 

110,818
 

334,813
 

Cumulative earnings
 

2,332,371
 

2,386,604
 

Cumulative distributions to stockholders
 

(3,978,297) (3,526,278)
Total Stockholders’ Equity

 

4,254,489
 

3,571,424
 

Total Liabilities and Stockholders’ Equity
 

$ 30,132,479
 

$ 24,789,313
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TWO HARBORS INVESTMENT CORP.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(dollars in thousands)

Certain prior period amounts have been reclassified to conform to the current period presentation
 

  

Three Months Ended
 December 31,

 

Year Ended
 December 31,

 

  
2018

 
2017

 
2018

 
2017

 

  
(unaudited)

 
(unaudited)

 

Interest income:
         

Available-for-sale securities
 

$ 242,535
 

$ 182,712
 

$ 847,325
 

$ 631,853
 

Residential mortgage loans held-for-investment in securitization trusts
 

—
 

10,567
 

—
 

102,886
 

Other
 

9,420
 

1,826
 

22,707
 

10,350
 

Total interest income
 

251,955
 

195,105
 

870,032
 

745,089
 

Interest expense:
         

Repurchase agreements
 

146,702
 

74,674
 

469,437
 

210,430
 

Collateralized borrowings in securitization trusts
 

—
 

8,374
 

—
 

82,573
 

Federal Home Loan Bank advances
 

5,762
 

6,357
 

20,417
 

36,911
 

Revolving credit facilities
 

5,044
 

614
 

10,820
 

2,341
 

Convertible senior notes
 

4,793
 

4,776
 

18,997
 

17,933
 

Total interest expense
 

162,301
 

94,795
 

519,671
 

350,188
 

Net interest income
 

89,654
 

100,310
 

350,361
 

394,901
 

Other-than-temporary impairment losses
 

(107) (360) (470) (789)
Other (loss) income:

         

Loss on investment securities
 

(245,763) (19,210) (341,312) (34,695)
Servicing income

 

104,623
 

60,597
 

343,096
 

209,065
 

Loss on servicing asset
 

(171,284) (593) (69,033) (91,033)
(Loss) gain on interest rate swap, cap and swaption agreements

 

(239,492) 57,237
 

16,043
 

(9,753)
Loss on other derivative instruments

 

(39,122) (3,831) (54,857) (70,159)
Other income

 

342
 

9,088
 

3,037
 

30,141
 

Total other (loss) income
 

(590,696) 103,288
 

(103,026) 33,566
 

Expenses:
         

Management fees
 

12,152
 

10,671
 

30,272
 

40,472
 

Servicing expenses
 

18,610
 

10,135
 

61,136
 

35,289
 

Other operating expenses
 

15,943
 

9,787
 

62,983
 

54,160
 

Acquisition transaction costs
 

—
 

—
 

86,703
 

—
 

Restructuring charges
 

—
 

—
 

8,238
 

—
 

Total expenses
 

46,705
 

30,593
 

249,332
 

129,921
 

(Loss) income from continuing operations before income taxes
 

(547,854) 172,645
 

(2,467) 297,757
 

Provision for (benefit from) income taxes
 

6,681
 

10,618
 

41,823
 

(10,482)
Net (loss) income from continuing operations

 

(554,535) 162,027
 

(44,290) 308,239
 

Income from discontinued operations, net of tax
 

—
 

4,977
 

—
 

44,146
 

Net (loss) income
 

(554,535) 167,004
 

(44,290) 352,385
 

Income from discontinued operations attributable to noncontrolling interest
 

—
 

1,100
 

—
 

3,814
 

Net (loss) income attributable to Two Harbors Investment Corp.
 

(554,535) 165,904
 

(44,290) 348,571
 

Dividends on preferred stock
 

18,950
 

11,949
 

65,395
 

25,122
 

Net (loss) income attributable to common stockholders
 

$ (573,485) $ 153,955
 

$ (109,685) $ 323,449
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TWO HARBORS INVESTMENT CORP.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME, continued
(dollars in thousands)

Certain prior period amounts have been reclassified to conform to the current period presentation
 

  

Three Months Ended
 December 31,

 

Year Ended
 December 31,

 

  
2018

 
2017

 
2018

 
2017

 

  
(unaudited)

 
(unaudited)

 

Basic earnings per weighted average common share:
         

Continuing operations
 

$ (2.31) $ 0.86
 

$ (0.53) 1.62
 

Discontinued operations
 

—
 

0.02
 

—
 

0.23
 

Net (loss) income
 

$ (2.31) $ 0.88
 

$ (0.53) $ 1.85
 

Diluted earnings per weighted average common share:
         

Continuing operations
 

$ (2.31) $ 0.82
 

$ (0.53) $ 1.60
 

Discontinued operations
 

—
 

0.02
 

—
 

0.21
 

Net (loss) income
 

$ (2.31) $ 0.84
 

$ (0.53) $ 1.81
 

Dividends declared per common share
 

$ 0.47
 

$ 0.47
 

$ 1.88
 

$ 2.01
 

Weighted average number of shares of common stock:
         

Basic
 

248,081,168
 

174,490,106
 

206,020,502
 

174,433,999
 

Diluted
 

248,081,168
 

188,938,030
 

206,020,502
 

188,133,341
 

Comprehensive (loss) income:
         

Net (loss) income
 

$ (554,535) $ 167,004
 

$ (44,290) $ 352,385
 

Other comprehensive income (loss), net of tax:
         

Unrealized gain (loss) on available-for-sale securities
 

265,546
 

(88,227) (233,914) 135,586
 

Other comprehensive income (loss)
 

265,546
 

(88,227) (233,914) 135,586
 

Comprehensive (loss) income
 

(288,989) 78,777
 

(278,204) 487,971
 

Comprehensive income attributable to noncontrolling interest
 

—
 

1,100
 

—
 

3,814
 

Comprehensive (loss) income attributable to Two Harbors Investment Corp.
 

(288,989) 77,677
 

(278,204) 484,157
 

Dividends on preferred stock
 

18,950
 

11,949
 

65,395
 

25,122
 

Comprehensive (loss) income attributable to common stockholders
 

$ (307,939) $ 65,728
 

$ (343,599) $ 459,035
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TWO HARBORS INVESTMENT CORP.

RECONCILIATION OF GAAP TO NON-GAAP FINANCIAL INFORMATION
(dollars in thousands, except share data)

Certain prior period amounts have been reclassified to conform to the current period presentation
 

  

Three Months Ended
 December 31,

 

Year Ended
 December 31,

 

  
2018

 
2017

 
2018

 
2017

 

  
(unaudited)

 
(unaudited)

 

Reconciliation of Comprehensive (loss) income to Core Earnings:
         

Comprehensive (loss) income attributable to common stockholders
 

$ (307,939) $ 65,728
 

$ (343,599) $ 187,863
 

Adjustment for other comprehensive (income) loss attributable to common stockholders:
         

Unrealized (gain) loss on available-for-sale securities attributable to common
stockholders

 

(265,546) 88,227
 

233,914
 

(135,586)
Net (loss) income attributable to common stockholders

 

$ (573,485) $ 153,955
 

$ (109,685) $ 323,449
 

          
Adjustments for non-Core Earnings:

         

Realized losses on securities and residential mortgage loans held-for-sale
 

248,930
 

11,552
 

348,478
 

30,909
 

Unrealized (gain) loss on securities
 

(2,908) 8,130
 

(6,444) 2,109
 

Other-than-temporary impairment loss
 

107
 

360
 

470
 

789
 

Realized loss (gain) on termination or expiration of swaps, caps and swaptions
 

35,757
 

5,685
 

3,594
 

(63,169)
Unrealized loss (gain) on interest rate swaps, caps and swaptions economically

hedging interest rate exposure (or duration)
 

219,066
 

(60,878) 29,580
 

64,099
 

Losses on other derivative instruments
 

34,967
 

6,616
 

52,018
 

82,906
 

Realized and unrealized loss (gain) on financing securitizations
 

—
 

(7,767) —
 

(22,609)
Realized and unrealized loss (gain) on mortgage servicing rights

 

113,523
 

(40,148) (130,066) (47,636)
Change in servicing reserves

 

1,200
 

(131) 1,452
 

(3,464)
Non-cash equity compensation expense (income)

 

3,211
 

(372) 12,293
 

10,753
 

Management fee reduction associated with CYS acquisition
 

—
 

—
 

(17,484) —
 

Transaction expenses and purchase premium associated with CYS acquisition
 

—
 

—
 

86,703
 

—
 

Restructuring charges
 

—
 

—
 

8,238
 

—
 

Transaction expenses associated with the contribution of TH Commercial Holdings
LLC to Granite Point

 

—
 

—
 

—
 

2,193
 

Income from discontinued operations, net of tax
 

—
 

(3,877) —
 

(12,719)
Two Harbors’ share of Granite Point dividends declared during the three months ended

September 30, 2017
 

—
 

—
 

—
 

10,658
 

Net provision for (benefit from) income taxes on non-Core Earnings
 

6,390
 

8,217
 

39,407
 

(15,262)
Core Earnings attributable to common stockholders(1)(2)

 

86,758
 

$ 81,342
 

318,554
 

$ 363,006
 

Dollar roll income
 

33,961
   

86,876
   

Core Earnings attributable to common stockholders, including dollar roll income(1)
 

$ 120,719
   

$ 405,430
   

          
Weighted average basic common shares

 

248,081,168
 

174,490,106
 

206,020,502
 

174,433,999
 

Core Earnings attributable to common stockholders per weighted average basic common
share

 

$ 0.35
 

$ 0.47
 

$ 1.55
 

$ 2.08
 

Dollar roll income per weighted average basic common share
 

0.14
   

0.42
   

Core Earnings, including dollar roll income, attributable to common stockholders per
weighted average basic common share

 

$ 0.49
   

$ 1.97
   

 

(1)         Core Earnings is a non-U.S. GAAP measure that we define as comprehensive (loss) income attributable to common stockholders, excluding “realized and unrealized gains
and losses” (impairment losses, realized and unrealized gains and losses on the aggregate portfolio, reserve expense for representation and warranty obligations on MSR, 
non-cash compensation expense related to restricted common stock, transaction costs related to the contribution of TH Commercial Holdings LLC to Granite Point and
restructuring charges) and transaction costs and purchase premium associated with the acquisition of CYS. As defined, Core Earnings includes interest income or expense
and premium income or loss on derivative instruments and servicing income, net of estimated amortization on MSR. Dollar roll income is the economic equivalent to
holding and financing Agency RMBS using short-term repurchase agreements. We believe the presentation of Core Earnings, including dollar roll income, provides
investors greater transparency into our period-over-period financial performance and facilitates comparisons to peer REITs.

(2)         For the three months ended September 30, 2017, Core Earnings excludes our controlling interest in Granite Point’s Core Earnings and includes our share of Granite Point’s
declared dividend. We believe this presentation is the most accurate reflection of our incoming cash associated with holding shares of Granite Point common stock and
assists with the understanding of the forward-looking financial presentation of the company.
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TWO HARBORS INVESTMENT CORP.

SUMMARY OF QUARTERLY CORE EARNINGS
(dollars in millions, except per share data)

Certain prior period amounts have been reclassified to conform to the current period presentation
 
  

Three Months Ended
 

  

December 31,
 2018

 

September 30,
 2018

 

June 30,
 2018

 

March 31,
 2018

 

December 31,
 2017

 

  
(unaudited)

 

Net Interest Income:
           

Interest income
 

$ 252.0
 

$ 236.7
 

$ 187.3
 

$ 194.0
 

$ 195.1
 

Interest expense
 

162.3
 

152.4
 

108.4
 

96.6
 

94.8
 

Net interest income
 

89.7
 

84.3
 

78.9
 

97.4
 

100.3
 

Other income:
           

Gain on investment securities
 

—
 

—
 

0.7
 

0.6
 

0.7
 

Servicing income, net of amortization(1)
 

46.9
 

37.1
 

31.7
 

28.3
 

19.8
 

Interest spread on interest rate swaps and caps
 

15.3
 

16.2
 

13.8
 

3.8
 

2.0
 

(Loss) gain on other derivative instruments
 

(4.2) (2.7) 1.7
 

2.5
 

2.8
 

Other income
 

0.6
 

0.6
 

0.5
 

0.7
 

1.1
 

Total other income
 

58.6
 

51.2
 

48.4
 

35.9
 

26.4
 

Expenses
 

42.3
 

42.5
 

35.1
 

38.1
 

31.1
 

Core Earnings before income taxes
 

106.0
 

93.0
 

92.2
 

95.2
 

95.6
 

Income tax expense (benefit)
 

0.3
 

(0.1) 1.1
 

1.1
 

2.4
 

Core Earnings
 

105.7
 

93.1
 

91.1
 

94.1
 

93.2
 

Dividends on preferred stock
 

19.0
 

19.0
 

13.7
 

13.7
 

11.9
 

Core Earnings attributable to common stockholders(3)
 

86.7
 

74.1
 

77.4
 

$ 80.4
 

$ 81.3
 

Dollar roll income
 

34.0
 

32.9
 

16.5
 

3.4
   

Core Earnings, including dollar roll income, attributable to common
stockholders(3)

 

$ 120.7
 

$ 107.0
 

$ 93.9
 

$ 83.8
   

            
Weighted average basic Core EPS

 

$ 0.35
 

$ 0.33
 

$ 0.44
 

$ 0.46
 

$ 0.47
 

Weighted average basic Core EPS, including dollar roll income
 

0.49
 

0.48
 

0.53
 

$ 0.48
   

            
Core earnings return on average common equity

 

9.9% 8.6% 11.1% 11.3% 11.3%(4)
Core earnings return on average common equity, including dollar roll

income
 

13.8% 12.4% 13.5% 11.8%
  

 

(1)         Amortization refers to the portion of change in fair value of MSR primarily attributed to the realization of expected cash flows (runoff) of the portfolio. This amortization
has been deducted from Core Earnings. Amortization of MSR is deemed a non-GAAP measure due to the company’s decision to account for MSR at fair value.

(2)         For the six months ended December 31, 2017, Core Earnings excludes our controlling interest in Granite Point’s Core Earnings and, for the three months ended
September 30, 2017, includes our share of Granite Point’s declared dividend. We believe this presentation is the most accurate reflection of our incoming cash associated
with holding shares of Granite Point common stock and assists with the understanding of the forward-looking financial presentation of the company.

(3)         Please see page 13 for a definition of Core Earnings and a reconciliation of GAAP to non-GAAP financial information.
(4)         Core Earnings return on average common equity for the quarter ended December 31, 2017 excludes the company’s controlling interest in Granite Point equity.
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