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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

ARMOUR Residen�al REIT, Inc.
CONSOLIDATED BALANCE SHEETS (UNAUDITED)

(in thousands, except per share)

June 30, 2024 December 31, 2023
Assets

Cash and cash equivalents $ 126,562 $ 221,888 
Cash collateral posted to counterpar�es 62,343 36,970 
Investments in securi�es, at fair value

Agency Securi�es (including pledged securi�es of $8,017,714 ($4,792,014 with BUCKLER) at June 30, 2024 and
$10,599,340 ($5,400,138 with BUCKLER) at December 31, 2023) 8,857,881 11,159,754 

Deriva�ves, at fair value 965,208 877,412 
Accrued interest receivable 37,018 47,111 
Prepaid and other 3,372 1,260 
Total Assets $ 10,052,384 $ 12,344,395 

Liabili�es and Stockholders’ Equity   
Liabili�es:   
Repurchase agreements, net (including $3,996,278 and $4,667,483, respec�vely with BUCKLER) $ 7,071,767 $ 9,647,982 
Obliga�ons to return securi�es received as collateral, at fair value 500,965 350,273 
Cash collateral posted by counterpar�es 920,195 860,130 
Payable for unse�led purchases 341,315 171,513 
Deriva�ves, at fair value 9,676 5,036 
Accrued interest payable- repurchase agreements (including $19,776 and $12,345, respec�vely with BUCKLER) 32,703 26,509 
Accrued interest payable- U.S. Treasury Securi�es sold short 3,638 5,049 
Accounts payable and other accrued expenses 10,833 6,719 
Total Liabili�es $ 8,891,092 $ 11,073,211 

Commitments and con�ngencies (Note 8 and Note 14)

Stockholders’ Equity:
Preferred stock, $0.001 par value, 50,000 shares authorized;
7.00% Series C Cumula�ve Preferred Stock; 6,847 shares issued and outstanding ($25.00 per share liquida�on
preference) 7 7 
Common stock, $0.001 par value, 90,000 shares authorized;
48,765 shares and 48,799 shares issued and outstanding at June 30, 2024 and December 31, 2023, respec�vely. 49 49 
Addi�onal paid-in capital 4,318,666 4,318,155 
Cumula�ve distribu�ons to stockholders (2,297,136) (2,220,567)
Accumulated net loss (860,294) (826,460)
Total Stockholders’ Equity $ 1,161,292 $ 1,271,184 
Total Liabili�es and Stockholders’ Equity $ 10,052,384 $ 12,344,395 

See financial statement notes (unaudited).
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ARMOUR Residen�al REIT, Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS) (UNAUDITED)

(in thousands, except per share)

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
Interest Income:

Interest Income (includes $973 with BUCKLER for the six months ended June 30, 2023) $ 129,925 $ 134,612 $ 271,405 $ 253,070 
Interest expense (including $(65,331) and $(58,740) and $(136,121) and $(108,349),
respec�vely with BUCKLER) (122,956) (129,075) (259,105) (235,320)

Net Interest Income $ 6,969 $ 5,537 $ 12,300 $ 17,750 
Other Income (Loss):

Realized loss on sale of available for sale Agency Securi�es (reclassified from
Comprehensive Income (Loss)) — — — (7,471)
Loss on Agency Securi�es, trading (112,870) (157,659) (250,619) (37,293)
Gain on U.S. Treasury Securi�es 19,149 11,933 30,071 79 
Gain on deriva�ves, net 49,682 194,190 206,130 59,790 

Total Other Income (Loss) $ (44,039) $ 48,464 $ (14,418) $ 15,105 
Expenses:

Management fees 9,807 9,392 19,610 18,636 
Compensa�on 1,135 1,261 2,572 2,420 
Other opera�ng 1,988 2,036 12,834 3,496 

Total Expenses $ 12,930 $ 12,689 $ 35,016 $ 24,552 
Less management fees waived (1,650) (1,650) (3,300) (3,300)

Total Expenses a�er fees waived $ 11,280 $ 11,039 $ 31,716 $ 21,252 
Net Income (Loss) $ (48,350) $ 42,962 $ (33,834) $ 11,603 

Dividends on preferred stock (2,996) (2,996) (5,991) (5,991)
Net Income (Loss) available (related) to common stockholders $ (51,346) $ 39,966 $ (39,825) $ 5,612 

Net Income (Loss) $ (48,350) $ 42,962 $ (33,834) $ 11,603 
Reclassifica�on adjustment for realized loss on sale of available for sale Agency
Securi�es — — — 7,471 
Net unrealized gain on available for sale Agency Securi�es — — — 4,056 

Other Comprehensive Income — — — 11,527 
Comprehensive Income (Loss) $ (48,350) $ 42,962 $ (33,834) $ 23,130 

Dividends on preferred stock (2,996) (2,996) (5,991) (5,991)
Comprehensive Income (Loss) available (related) to common stockholders $ (51,346) $ 39,966 $ (39,825) $ 17,139 

Con�nued

(1)
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ARMOUR Residen�al REIT, Inc.
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS) (UNAUDITED)

(in thousands, except per share)

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
Net Income (Loss) per share available (related) to common stockholders (Note 11):

Basic $ (1.05) $ 1.00 $ (0.82) $ 0.15 

Diluted $ (1.05) $ 1.00 $ (0.82) $ 0.15 

Dividends declared per common share $ 0.72 $ 1.20 $ 1.44 $ 2.60 
Weighted average common shares outstanding:

Basic 48,770 39,740 48,770 38,336 
Diluted 48,770 40,076 48,770 38,672 

(1) Interest income and expense related to our interest rate swap contracts is recorded in gain (loss) on deriva�ves, net on the consolidated statements of opera�ons and comprehensive
income (loss). For addi�onal informa�on, see financial statement Note 7.

See financial statement notes (unaudited).
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ARMOUR Residen�al REIT, Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (UNAUDITED)

(in thousands)

Shares Par

Preferred
Stock

Common
Stock

Preferred
Stock

Common
Stock

Addi�onal
Paid-in
Capital

Cumula�ve
Distribu�ons

to
Stockholders

Accumulated
Net Loss

Accumulated
Other

Comprehensive
Income (Loss)

Total
Stockholders'Equity

 Balance, March 31, 2023 6,847 38,400 $ 7 $ 39 $4,052,343 $ (2,047,360) $ (789,896) $ — $ 1,215,133 
 Comprehensive income — — — — — — 42,962 — 42,962 
 Issuance of common stock,
net — 3,032 — 3 77,475 — — — 77,478 
 Stock based compensa�on,
net of withholding
requirements — 15 — — 821 — — — 821 
 Common stock repurchased — (85) — (1) (2,071) — — — (2,072)
 Preferred stock dividends — — — — — (2,996) — — (2,996)
 Common stock dividends — — — — — (48,337) — — (48,337)

 Balance, June 30, 2023 6,847 41,362 $ 7 $ 41 $4,128,568 $ (2,098,693) $ (746,934) $ — $ 1,282,989 

 Balance, March 31, 2024 6,847 48,752 7 49 4,317,875 (2,258,874) (811,944) — 1,247,113 
 Comprehensive loss — — — — — — (48,350) — (48,350)
 Issuance of common stock,
net — 1 — — 25 — — — 25 
 Stock based compensa�on,
net of withholding
requirements — 12 — — 766 — — — 766 
 Preferred stock dividends — — — — — (2,996) — — (2,996)
 Common stock dividends — — — — — (35,266) — — (35,266)

 Balance, June 30, 2024 6,847 48,765 $ 7 $ 49 $4,318,666 $ (2,297,136) $ (860,294) $ — $ 1,161,292 
Con�nued
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ARMOUR Residen�al REIT, Inc.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (UNAUDITED)

(in thousands)

Shares Par

Preferred
Stock

Common
Stock

Preferred
Stock

Common
Stock

Addi�onal
Paid-in
Capital

Cumula�ve
Distribu�ons

to
Stockholders

Accumulated
Net Loss

Accumulated
Other

Comprehensive
Income (Loss)

Total
Stockholders'Equity

Balance, December 31, 2022 6,847 32,582 $ 7 $ 33 $3,874,757 $ (1,992,361) $ (758,537) $ (11,527) 1,112,372 
Other comprehensive
income — — — — — — 11,603 11,527 23,130 
Issuance of common stock,
net — 9,005 — 9 258,674 — — — 258,683 
Stock based compensa�on,
net of withholding
requirements — 29 — — 1,513 — — — 1,513 
Common stock repurchased — (254) — (1) (6,376) — — — (6,377)
Series C Preferred dividends
declared — — — — — (5,991) — — (5,991)
Common stock dividends
declared — — — — — (100,341) — — (100,341)

 Balance, June 30, 2023 6,847 41,362 $ 7 $ 41 $4,128,568 $ (2,098,693) $ (746,934) $ — $ 1,282,989 

Balance, December 31, 2023 6,847 48,799 $ 7 $ 49 $4,318,155 $ (2,220,567) $ (826,460) $ — $ 1,271,184 
Other comprehensive loss — — — — — — (33,834) — (33,834)
Issuance of common stock,
net — 2 — — 36 — — — 36 
Stock based compensa�on,
net of withholding
requirements — 34 — — 1,819 — — — 1,819 
Common stock repurchased — (70) — — (1,344) — — — (1,344)
Series C Preferred dividends
declared — — — — — (5,991) — — (5,991)
Common stock dividends
declared — — — — — (70,578) — — (70,578)

Balance, June 30, 2024 6,847 48,765 $ 7 $ 49 $4,318,666 $ (2,297,136) $ (860,294) $ — $ 1,161,292 

See financial statement notes (unaudited).
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ARMOUR Residen�al REIT, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(in thousands)

For the Six Months Ended June 30,
2024 2023

Cash Flows From Opera�ng Ac�vi�es:
Net Income (Loss) $ (33,834) $ 11,603 
Adjustments to reconcile net income (loss) to net cash and cash equivalents and cash collateral posted to counterpar�es
provided by opera�ng ac�vi�es:

Net amor�za�on of premium on Agency Securi�es 1,509 3,452 
Net amor�za�on of U.S. Treasury Securi�es — 132 
Realized loss on sale of Agency Securi�es, available for sale — 7,471 
Loss on Agency Securi�es, trading 250,619 37,293 
Gain on U.S. Treasury Securi�es (30,071) (79)
Stock based compensa�on 1,819 1,513 

Changes in opera�ng assets and liabili�es:
(Increase) Decrease in accrued interest receivable 10,223 (16,222)
(Increase) Decrease in prepaid and other assets (2,112) 1,139 
Change in deriva�ves, at fair value (83,156) (18,001)
Increase in accrued interest payable- repurchase agreements 6,194 14,898 
(Decrease) Increase in accrued interest payable- U.S. Treasury Securi�es sold short (1,411) 57 
Increase in accounts payable and other accrued expenses 4,114 2,042 

Net cash and cash equivalents and cash collateral posted to counterpar�es provided by opera�ng ac�vi�es $ 123,894 $ 45,298 
Cash Flows From Inves�ng Ac�vi�es:  

Purchases of Agency Securi�es (includes $0 and $57,039 with BUCKLER, respec�vely) (1,763,821) (7,259,764)
Purchases of U.S. Treasury Securi�es (includes $0 and $155,857 with BUCKLER, respec�vely) (869,257) (619,373)
Principal repayments of Agency Securi�es 445,368 404,010 
Proceeds from sales of Agency Securi�es 3,537,870 4,008,466 
Proceeds from sales of U.S. Treasury Securi�es (includes $0 and $154,875 with BUCKLER, respec�vely) 1,050,020 613,852 
Disbursements on reverse repurchase agreements (includes $(3,256,075) and $(1,057,803) with BUCKLER,
respec�vely) (4,180,637) (1,057,803)
Receipts from reverse repurchase agreements (includes $3,161,700 and $1,249,579 with BUCKLER, respec�vely) 4,035,762 1,249,579 
Increase in cash collateral posted by counterpar�es 60,065 65 
Proceeds from subordinated loan due from BUCKLER — 105,000 

Net cash and cash equivalents and cash collateral posted to counterpar�es provided by (used in) inves�ng ac�vi�es $ 2,315,370 $ (2,555,968)
Cash Flows From Financing Ac�vi�es:

Issuance of common stock, net of expenses 16 255,017 
Proceeds from repurchase agreements (including $24,449,913 and $36,419,817, respec�vely with BUCKLER) 41,936,175 57,386,698 
Principal repayments on repurchase agreements (including $(25,026,743) and $(35,446,806), respec�vely with
BUCKLER) (44,367,515) (54,920,203)
Series C Preferred stock dividends paid (5,991) (5,991)
Common stock dividends paid (70,558) (100,341)
Common stock repurchased (1,344) (6,377)

Net cash and cash equivalents and cash collateral posted to counterpar�es provided by (used in) financing ac�vi�es $ (2,509,217) $ 2,608,803 
(Con�nued)
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ARMOUR Residen�al REIT, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

(in thousands)

For the Six Months Ended June 30,
2024 2023

Net increase (decrease) in cash and cash equivalents and cash collateral posted to counterpar�es (69,953) 98,133 
Cash and cash equivalents and cash collateral posted to counterpar�es - beginning of period 258,858 118,090 
Cash and cash equivalents and cash collateral posted to counterpar�es - end of period $ 188,905 $ 216,223 

Supplemental Disclosure:
Cash paid during the period for interest $ 335,057 $ 269,691 

Non-Cash Inves�ng Ac�vi�es:
Receivable for unse�led sales $ — $ 94,825 
Payable for unse�led purchases $ (341,315) $ (616,435)
Net unrealized gain on available for sale Agency Securi�es $ — $ 4,056 

Non-Cash Financing Ac�vi�es:
Amounts receivable for issuance of common stock $ — $ 3,666 

See financial statement notes (unaudited).
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ARMOUR Residen�al REIT, Inc.
FINANCIAL STATEMENT NOTES (UNAUDITED)

(in thousands, except per share)

Note 1 - Organiza�on and Nature of Business Opera�ons

References to "we," "us," "our," or the "Company" are to ARMOUR Residen�al REIT, Inc. ("ARMOUR") and its subsidiaries. References to "ACM" are to
ARMOUR Capital Management LP, a Delaware limited partnership. ARMOUR owns a 10.8% equity interest in BUCKLER Securi�es LLC ("BUCKLER"). BUCKLER is a
Delaware limited liability company and a FINRA-regulated broker-dealer, controlled by ACM. Refer to the Glossary of Terms for defini�ons of capitalized terms and
abbrevia�ons used in this report. U.S. dollar amounts are presented in thousands, except per share amounts or as otherwise noted.

ARMOUR is an externally managed Maryland corpora�on incorporated in 2008. The Company is managed by ACM, an investment advisor registered with the
Securi�es and Exchange Commission (the "SEC"), (see Note 8 - Commitments and Con�ngencies and Note 14 - Related Party Transac�ons). We have elected to be
taxed as a real estate investment trust ("REIT") under the Internal Revenue Code of 1986, as amended (the "Code"). Our qualifica�on as a REIT depends on our ability
to meet, on a con�nuing basis, various complex requirements under the Code rela�ng to, among other things, the sources of our gross income, the composi�on and
values of our assets, our distribu�on levels and the concentra�on of ownership of our capital stock. We believe that we are organized in conformity with the
requirements for qualifica�on as a REIT under the Code and our manner of opera�ons enables us to meet the requirements for taxa�on as a REIT for federal income
tax purposes. As a REIT, we will generally not be subject to federal income tax on the REIT taxable income that we currently distribute to our stockholders. If we fail to
qualify as a REIT in any taxable year and do not qualify for certain statutory relief provisions, we will be subject to federal income tax at regular corporate rates. Even if
we qualify as a REIT for U.S. federal income tax purposes, we may s�ll be subject to some federal, state and local taxes on our income.

At June 30, 2024 and December 31, 2023, we invested in mortgage backed securi�es ("MBS"), issued or guaranteed by a United States ("U.S.") Government-
sponsored en�ty ("GSE"), such as the Federal Na�onal Mortgage Associa�on ("Fannie Mae"), the Federal Home Loan Mortgage Corpora�on ("Freddie Mac"), or a
government agency such as Government Na�onal Mortgage Administra�on ("Ginnie Mae") (collec�vely, "Agency Securi�es"). Our Agency Securi�es consist primarily
of fixed rate loans. The remaining are either backed by hybrid adjustable rate or adjustable rate loans. From �me to �me we have also invested in U.S. Treasury
Securi�es and money market instruments.

Note 2 - Basis of Presenta�on and Consolida�on

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally accepted accoun�ng principles in the
United States ("GAAP") for interim financial informa�on and with the instruc�ons to Form 10-Q and Rule 10-01 of Regula�on S-X promulgated by the SEC. Accordingly,
the condensed financial statements do not include all of the informa�on and footnotes required by GAAP for complete financial statements. In the opinion of
management, all adjustments (consis�ng of normal recurring accruals) considered necessary for a fair presenta�on have been included. Opera�ng results for the three
and six months ended June 30, 2024 are not necessarily indica�ve of the results that may be expected for the calendar year ending December 31, 2024. These
unaudited consolidated financial statements should be read in conjunc�on with the audited financial statements and notes thereto included in our annual report on
Form 10-K for the year ended December 31, 2023.

The unaudited consolidated financial statements include the accounts of ARMOUR Residen�al REIT, Inc. and its subsidiaries. All intercompany accounts and
transac�ons have been eliminated. The prepara�on of the consolidated financial statements in conformity with GAAP requires management to make es�mates and
assump�ons that affect the reported amounts of assets and liabili�es and disclosure of con�ngent assets and liabili�es at the date of the financial statements and the
reported amounts of revenues and expenses during the repor�ng period. Actual results could differ from those es�mates. Significant es�mates affec�ng the
accompanying consolidated financial statements include the valua�on of MBS and deriva�ve instruments. Certain prior year amounts have been reclassified to
conform to the current year's presenta�on.
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ARMOUR Residen�al REIT, Inc.
FINANCIAL STATEMENT NOTES (UNAUDITED)

(in thousands, except per share)

All per share amounts, common shares outstanding and stock-based compensa�on amounts for all periods presented reflect our one-for-five reverse stock
split (the “Reverse Stock Split”), which was effec�ve September 29, 2023. No other reclassifica�ons have been made to previously reported amounts.

Note 3 - Summary of Significant Accoun�ng Policies

Cash and cash equivalents

Cash and cash equivalents includes cash on deposit with financial ins�tu�ons. We may maintain deposits in federally insured financial ins�tu�ons in excess of
federally insured limits. However, management believes we are not exposed to significant credit risk due to the financial posi�on and creditworthiness of the
depository ins�tu�ons in which those deposits are held.

Cash Collateral Posted To/By Counterpar�es

Cash collateral posted to/by counterpar�es represents cash posted by us to counterpar�es or posted by counterpar�es to us as collateral. Cash collateral
posted to/by counterpar�es may include collateral for interest rate swap contracts, interest rate swap�ons, basis swap contracts, futures contracts, repurchase
agreements on our MBS and our Agency Securi�es purchased or sold on a to-be-announced basis ("TBA Agency Securi�es").

The interest earned or paid on cash collateral posted to/by counterpar�es is recorded in gain on deriva�ves, net in the consolidated statements of opera�ons
and comprehensive income.

Investments in Securi�es, at Fair Value

Our investments in securi�es are generally classified as either available for sale or trading securi�es. Management determines the appropriate classifica�ons
of the securi�es at the �me they are acquired and evaluates the appropriateness of such classifica�ons at each balance sheet date.

Trading Securi�es are reported at their es�mated fair values with gains and losses included in Other Income (Loss) as a component of the consolidated
statements of opera�ons and comprehensive income (loss).

Available for Sale Securi�es represented investments that we intended to hold for extended periods of �me and were reported at their es�mated fair values
with unrealized gains and losses excluded from earnings and reported as part of comprehensive income (loss). During the first quarter of 2023, we sold the remaining
balance of our Available for Sale Securi�es which resulted in a realized loss of $(7,471).

Receivables and Payables for Unse�led Sales and Purchases

We account for purchases and sales of securi�es on the trade date, including purchases and sales for forward se�lement. Receivables and payables for
unse�led trades represent the agreed trade price mul�plied by the outstanding balance of the securi�es at the balance sheet date.

Accrued Interest Receivable and Payable

Accrued interest receivable includes interest accrued between payment dates on securi�es and interest on unse�led sales of securi�es. Accrued interest
payable includes interest on unse�led purchases of securi�es and interest on repurchase agreements, net. At certain �mes, we may have interest payable on U.S.
Treasury Securi�es sold short.

Repurchase Agreements, net

We finance the acquisi�on of the majority of our MBS through the use of repurchase agreements. Our repurchase agreements are secured by our MBS and
bear interest rates that have moved in close rela�onship to the Federal Funds Effec�ve Rate ("Federal Funds Rate") and the Secured Overnight Funding Rate ("SOFR").
Under these repurchase
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ARMOUR Residen�al REIT, Inc.
FINANCIAL STATEMENT NOTES (UNAUDITED)

(in thousands, except per share)

agreements, we sell MBS to a lender and agree to repurchase the same MBS in the future for a price that is higher than the original sales price. The difference
between the sales price that we receive and the repurchase price that we pay represents interest paid to the lender, which accrues over the life of the repurchase
agreement. A repurchase agreement operates as a financing arrangement under which we pledge our MBS as collateral to secure a loan which is equal in value to a
specified percentage of the es�mated fair value of the pledged collateral. We retain beneficial ownership of the pledged collateral. At the maturity of a repurchase
agreement, we are required to repay the loan and concurrently receive back our pledged collateral from the lender or, with the consent of the lender, we may renew
such agreement at the then prevailing interest rate. The repurchase agreements may require us to pledge addi�onal assets to the lender in the event the es�mated
fair value of the exis�ng pledged collateral declines or take back certain pledged collateral if values increase.

In addi�on to the repurchase agreement financing discussed above, at certain �mes, we have entered into reverse repurchase agreements with certain of our
repurchase agreement counterpar�es. Under a typical reverse repurchase agreement, we purchase U.S. Treasury Securi�es from a borrower in exchange for cash and
agree to sell the same securi�es in the future in exchange for a price that is higher than the original purchase price. The difference between the purchase price
originally paid and the sale price represents interest received from the borrower. Reverse repurchase agreement receivables and repurchase agreement liabili�es are
presented net when they meet certain criteria, including being with the same counterparty, being governed by the same master repurchase agreement ("MRA"),
se�lement through the same brokerage or clearing account and maturing on the same day. At June 30, 2024 and December 31, 2023, we had $498,813 ($448,313 of
which were with BUCKLER) and $353,937 (all of which were with BUCKLER), respec�vely, in reverse repurchase agreements which are recorded in repurchase
agreements, net on our consolidated balance sheet.

Obliga�ons to Return Securi�es Received as Collateral, at Fair Value

We also sell to third par�es the U.S. Treasury Securi�es received as collateral for reverse repurchase agreements and recognize the resul�ng obliga�on to
return said U.S. Treasury Securi�es as a liability on our consolidated balance sheet. Interest is recorded on the repurchase agreements, reverse repurchase agreements
and U.S. Treasury Securi�es on an accrual basis and presented as net interest expense. Both par�es to the transac�on have the right to make daily margin calls based
on changes in the fair value of the collateral received and/or pledged. At June 30, 2024 and December 31, 2023, we had obliga�ons to return securi�es received as
collateral associated with our reverse repurchase agreements of $500,965 and $350,273, respec�vely.

Deriva�ves, at Fair Value

We recognize all deriva�ves individually as either assets or liabili�es at fair value on our consolidated balance sheets. All changes in the fair values of our
deriva�ves are reflected in our consolidated statements of opera�ons and comprehensive income (loss). We designate deriva�ves as hedges for tax purposes and any
unrealized deriva�ve gains or losses would not affect our distributable net taxable income. These transac�ons may include interest rate swap contracts, interest rate
swap�ons, basis swap contracts and futures contracts.

We also may u�lize forward contracts for the purchase or sale of TBA Agency Securi�es. We account for TBA Agency Securi�es as deriva�ve instruments if it is
reasonably possible that we will not take or make physical delivery of the Agency Security upon se�lement of the contract. We account for TBA dollar roll transac�ons
as a series of deriva�ve transac�ons. We may also purchase and sell TBA Agency Securi�es as a means of inves�ng in and financing Agency Securi�es (thereby
increasing our “at risk” leverage) or as a means of disposing of or reducing our exposure to Agency Securi�es (thereby reducing our “at risk” leverage). We agree to
purchase or sell, for future delivery, Agency Securi�es with certain principal and interest terms and certain types of collateral, but the par�cular Agency Securi�es to
be delivered are not iden�fied un�l shortly before the TBA se�lement date. We may also choose, prior to se�lement, to move the se�lement of these securi�es out to
a later date by entering into an offse�ng short or long posi�on (referred to as a “pair off”), net se�ling the paired off posi�ons for cash, and simultaneously
purchasing or selling a similar TBA Agency Security for a later se�lement date. This transac�on is commonly referred to as a “dollar roll.” When it is reasonably possible
that we will pair off a TBA Agency Security, we account for that contract as a deriva�ve.
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Revenue Recogni�on

Interest income is earned and recognized on Agency Securi�es based on their unpaid principal amounts and their contractual terms. We record interest
payable for interest received on securi�es sold during the period between the trade date and se�lement date and interest receivable for purchases during the period
between the trade date and se�lement date. Premiums and discounts associated with the purchase of Mul�-Family MBS, which are generally not subject to
prepayment, are amor�zed or accreted into interest income over the contractual lives of the securi�es using a level yield method. Premiums and discounts associated
with the purchase of other Agency Securi�es are amor�zed or accreted into interest income over the actual lives of the securi�es, reflec�ng actual prepayments as
they occur. Purchase and sale transac�ons (including TBA Agency Securi�es) are recorded on the trade date to the extent it is probable that we will take or make
�mely physical delivery of the related securi�es. Gains or losses realized from sales of available for sale securi�es are reclassified into income from Comprehensive
Income (Loss) and are determined using the specific iden�fica�on method.

Interest income on U.S. Treasury Securi�es is recognized based on their unpaid principal amounts and their contractual terms. Recogni�on of interest income
commences on the se�lement date of the purchase transac�on and con�nues through the se�lement date of the sale transac�on.

Comprehensive Income (Loss)

Comprehensive Income (loss) is comprised of net income (loss) and all changes to the statements of stockholders’ equity, except those due to investments by
stockholders, changes in addi�onal paid-in capital and distribu�ons to stockholders.

Note 4 - Fair Value of Financial Instruments

Our valua�on techniques for financial instruments use observable and unobservable inputs. Observable inputs reflect readily obtainable data from third-party
sources, while unobservable inputs reflect management’s market assump�ons. The Accoun�ng Standards Codifica�on Topic No. 820, "Fair Value Measurement,"
classifies these inputs into the following hierarchy:

Level 1 Inputs - Quoted prices for iden�cal instruments in ac�ve markets.

Level 2 Inputs - Quoted prices for similar instruments in ac�ve markets; quoted prices for iden�cal or similar instruments in markets that are not ac�ve; and
model-derived valua�ons whose inputs are observable or whose significant value drivers are observable.

Level 3 Inputs - Prices determined using significant unobservable inputs. Unobservable inputs may be used in situa�ons where quoted prices or observable
inputs are unavailable (for example, when there is li�le or no market ac�vity for an investment at the end of the period). Unobservable inputs reflect management’s
assump�ons about the factors that market par�cipants would use in pricing an asset or liability and would be based on the best informa�on available.

At the beginning of each quarter, we assess the assets and liabili�es that are measured at fair value on a recurring basis to determine if any transfers between
levels in the fair value hierarchy are needed.

The following describes the valua�on methodologies used for our assets and liabili�es measured at fair value, as well as the general classifica�on of such
instruments pursuant to the valua�on hierarchy. Any transfers between levels are assumed to occur at the beginning of the repor�ng period.

Investments in Securi�es

Fair value for our investments in securi�es are based on obtaining a valua�on for each security from third-party pricing services and/or dealer quotes. The
third-party pricing services use common market pricing methods that may include pricing models that may incorporate such factors as coupons, prepayment speeds,
spread to the Treasury curves
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and interest rate swap curves, dura�on, periodic and life caps and credit enhancement. If the fair value of a security is not available from the third-party pricing
services or such data appears unreliable, we obtain pricing indica�ons from up to three dealers who make markets in similar securi�es. Management reviews pricing
used to ensure that current market condi�ons are properly reflected. This review includes, but is not limited to, comparisons of similar market transac�ons or
alterna�ve third-party pricing services, dealer pricing indica�ons and comparisons to a third-party pricing model. Fair values obtained from the third-party pricing
services for similar instruments are classified as Level 2 securi�es if the inputs to the pricing models used are consistent with the Level 2 defini�on. If quoted prices for
a security are not reasonably available from the third-party pricing service, but dealer pricing indica�ons are, the security will be classified as a Level 2 security. If
neither is available, management will determine the fair value based on characteris�cs of the security that we receive from the issuer and based on available market
informa�on and classify it as a Level 3 security. U.S. Treasury Securi�es are classified as Level 1, as quoted unadjusted prices are available in ac�ve markets for iden�cal
assets.

Deriva�ves

The fair values of our interest rate swap contracts, interest rate swap�ons and basis swap contracts are valued using informa�on provided by third-party
pricing services that incorporate common market pricing methods that may include current interest rate curves, forward interest rate curves and market spreads to
interest rate curves and are classified as Level 2. We es�mate the fair value of TBA Agency Securi�es based on similar methods used to value our Agency Securi�es and
they are classified as Level 2. Management compares the pricing informa�on received to dealer quotes to ensure that the current market condi�ons are properly
reflected. Futures contracts are traded on the Chicago Mercan�le Exchange ("CME") which requires the use of daily mark-to-market collateral and they are classified as
Level 1.

The following tables provide a summary of our assets and liabili�es that are measured at fair value on a recurring basis at June 30, 2024 and December 31,
2023.

June 30, 2024 Level 1 Level 2 Level 3 Balance
Assets at Fair Value:

Agency Securi�es $ — $ 8,857,881 $ — $ 8,857,881 
Deriva�ves $ 562 $ 964,646 $ — $ 965,208 

Liabili�es at Fair Value:
Deriva�ves $ 987 $ 8,689 $ — $ 9,676 

December 31, 2023 Level 1 Level 2 Level 3 Balance
Assets at Fair Value:

Agency Securi�es $ — $ 11,159,754 $ — $ 11,159,754 
Deriva�ves $ — $ 877,412 $ — $ 877,412 

Liabili�es at Fair Value:
Deriva�ves $ — $ 5,036 $ — $ 5,036 

There were no transfers of assets or liabili�es between the levels of the fair value hierarchy during the six months ended June 30, 2024 or for the year ended
December 31, 2023.

Excluded from the tables above are financial instruments, including cash and cash equivalents, cash collateral posted to/by counterpar�es, receivables,
payables, borrowings under repurchase agreements, net and obliga�ons to return securi�es received as collateral, which are presented in our consolidated financial
statements at cost, which approximates fair value. The es�mated fair value of these instruments is measured using "Level 1" or "Level 2" inputs at June 30, 2024 and
December 31, 2023.
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Note 5 - Investments in Securi�es

As of June 30, 2024 and December 31, 2023, our securi�es por�olio consisted of $8,857,881 and $11,159,754 of investment securi�es, at fair value,
respec�vely. We also had $1,225,038 and $305,039 of TBA Agency Securi�es, at fair value, which were reported at net carrying value of $14,644 and $1,816,
respec�vely, at June 30, 2024 and December 31, 2023. TBA Securi�es are reported in Deriva�ves, at fair value on our consolidated balance sheets (see Note 7 -
Deriva�ves). The net carrying value of our TBA Agency Securi�es represents the difference between the fair value of the underlying Agency Security in the TBA
contract and the cost basis or the forward price to be paid or received for the underlying Agency Security.

During the first quarter of 2023, we sold the remaining balance of our Available for Sale Securi�es which resulted in a realized loss of $(7,471).

The tables below present the components of the carrying value and the unrealized gain or loss posi�on of our investments in securi�es at June 30, 2024 and
December 31, 2023.

June 30, 2024 Principal Amount Amor�zed Cost
Gross Unrealized

Loss
Gross Unrealized

Gain Fair Value
Agency Securi�es, trading $ 9,260,511 $ 9,131,619 $ (276,154) $ 2,416 $ 8,857,881 

December 31, 2023
Agency Securi�es, trading $ 11,278,161 $ 11,283,380 $ (176,660) $ 53,034 $ 11,159,754 

The following table summarizes the weighted average lives of our investments in securi�es at June 30, 2024 and December 31, 2023.

June 30, 2024 December 31, 2023
Weighted Average Life Fair Value Amor�zed Cost Fair Value Amor�zed Cost

≥ 1 year and < 3 years — — 202,508 195,904 
≥ 3 years and < 5 years 510,541 511,743 2,757,464 2,747,842 
≥ 5 years 8,347,340 8,619,876 8,199,782 8,339,634 
Totals $ 8,857,881 $ 9,131,619 $ 11,159,754 $ 11,283,380 

We use a third-party model to calculate the weighted average lives of our investments in securi�es. Weighted average life is calculated based on expecta�ons
for es�mated prepayments for the underlying mortgage loans of our investments in securi�es. These es�mated prepayments are based on assump�ons such as
interest rates, current and future home prices, housing policy and borrower incen�ves. The weighted average lives of our investments in securi�es at June 30, 2024
and December 31, 2023 in the tables above are based upon market factors, assump�ons, models and es�mates from the third-party model and also incorporate
management’s judgment and experience. The actual weighted average lives of these securi�es could be longer or shorter than es�mated.

 Note 6 - Repurchase Agreements, net

At June 30, 2024, we had ac�ve MRAs with 32 counterpar�es and had $7,071,767 in outstanding borrowings with 14 of those counterpar�es. At December
31, 2023, we had MRAs with 39 counterpar�es and had $9,647,982 in outstanding borrowings with 14 counterpar�es.

The following tables represent the contractual repricing regarding our repurchase agreements to finance MBS purchases at June 30, 2024 and December 31,
2023. Our repurchase agreements require excess collateral, known as a
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“haircut.” At June 30, 2024, the average haircut percentage was 2.73% compared to 2.74% at December 31, 2023. The haircut for our repurchase agreements vary by
counterparty and therefore, the changes in the average haircut percentage will vary with the changes in our counterparty repurchase agreement balances.

June 30, 2024 Balance
Weighted Average
Contractual Rate

Weighted Average
Maturity in days

≤ 30 days $ 5,012,721 5.50 % 11
> 30 days to ≤ 60 days 1,952,414 5.46 % 37
> 60 days to ≤ 90 days 106,632 5.45 % 79

Total or Weighted Average $ 7,071,767 5.49 % 20

(1) Net of reverse repurchase agreements of $498,813 ($448,313 of which were with BUCKLER). Obliga�ons to return securi�es received as collateral of $500,965
associated with the reverse repurchase agreements are all due within 30 days.

December 31, 2023 Balance
Weighted Average
Contractual Rate

Weighted Average
Maturity in days

≤ 30 days $ 9,647,982 5.54 % 12
Total or Weighted Average $ 9,647,982 5.54 % 12

(1) Net of reverse repurchase agreements of $353,937 (all of which were with BUCKLER). Obliga�ons to return securi�es received as collateral of $350,273 associated
with the reverse repurchase agreements all matured in January 2024.

The following table presents informa�on about the gross and net securi�es purchased and sold under our repurchase agreements, net on the accompanying
consolidated balance sheets at June 30, 2024 and December 31, 2023.

June 30, 2024 Gross Amounts Not Offset

Gross Amounts

Gross Amounts
offset in the
Consolidated
Balance Sheet

Net Amounts
Presented in the

Consolidated Balance
Sheet

Financial
Instruments Cash Collateral Total Net

Assets
Reverse Repurchase Agreements $ 498,813 $ (498,813) $ — $ — $ — $ — 
Totals $ 498,813 $ (498,813) $ — $ — $ — $ — 

Liabili�es
Repurchase Agreements $ (7,570,580) $ 498,813 $ (7,071,767) $ 7,071,767 $ — $ — 
Totals $ (7,570,580) $ 498,813 $ (7,071,767) $ 7,071,767 $ — $ — 

(1)

(1)

(1)
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December 31, 2023 Gross Amounts Not Offset

Gross Amounts

Gross Amounts
offset in the
Consolidated
Balance Sheet

Net Amounts
Presented in the

Consolidated Balance
Sheet

Financial
Instruments Cash Collateral Total Net

Assets
Reverse Repurchase Agreements $ 353,937 $ (353,937) $ — $ — $ — $ — 
Totals $ 353,937 $ (353,937) $ — $ — $ — $ — 

Liabili�es
Repurchase Agreements $ (10,001,919) $ 353,937 $ (9,647,982) $ 9,647,982 $ — $ — 
Totals $ (10,001,919) $ 353,937 $ (9,647,982) $ 9,647,982 $ — $ — 

(1) The fair value of securi�es pledged against our repurchase agreements was $8,017,714 and $10,599,340 at June 30, 2024 and December 31, 2023, respec�vely.

Our repurchase agreements require that we maintain adequate pledged collateral. A decline in the value of the MBS pledged as collateral for borrowings
under repurchase agreements could result in the counterpar�es demanding addi�onal collateral pledges or liquida�on of some of the exis�ng collateral to reduce
borrowing levels. We manage this risk by maintaining an adequate balance of available cash and unpledged securi�es. An event of default or termina�on event under
the standard MRA would give our counterparty the op�on to terminate all repurchase transac�ons exis�ng with us and require any amount due to be payable
immediately. In addi�on, certain of our MRAs contain a restric�on that prohibits our leverage from exceeding twelve �mes our stockholders’ equity as well as
termina�on events in the case of significant reduc�ons in equity capital. We also may receive cash or securi�es as collateral from our deriva�ve counterpar�es which
we may use as addi�onal collateral for repurchase agreements. Certain interest rate swap contracts provide for cross collateraliza�on and cross default with
repurchase agreements and other contracts with the same counterparty.

At June 30, 2024 and December 31, 2023, BUCKLER accounted for 56.5% and 48.4%, respec�vely, of our aggregate borrowings and had an amount at risk of
7.8% and 8.1%, respec�vely, of our total stockholders' equity with a weighted average maturity of 13 days and 12 days, respec�vely, on repurchase agreements, net
(see Note 14 - Related Party Transac�ons).

In addi�on, at June 30, 2024, we had 3 repurchase agreement counterpar�es that individually accounted for over 5% of our aggregate borrowings. In total,
these counterpar�es accounted for approximately 22.8% of our repurchase agreement borrowings outstanding at June 30, 2024. At December 31, 2023, we had 4
repurchase agreement counterpar�es that individually accounted for over 5% of our aggregate borrowings. In total, these counterpar�es accounted for 27.2% of our
repurchase agreement borrowings at December 31, 2023.    

Note 7 - Deriva�ves

We enter into deriva�ve transac�ons to manage our interest rate risk and agency mortgage rate exposures. We have agreements with our deriva�ve
counterpar�es that provide for the pos�ng of collateral based on the fair values of our deriva�ves. Through this margin process, either we or our counterpar�es may
be required to pledge cash or securi�es as collateral. Collateral requirements vary by counterparty and change over �me based on the fair value, no�onal amount and
remaining term of the contracts. Certain contracts provide for cross collateraliza�on and cross default with repurchase agreements and other contracts with the same
counterparty.

Interest rate swap contracts are designed to lock in long-term average funding costs for repurchase agreements associated with our assets in an a�empt to
maximize earnings from our assets. Such transac�ons are based on assump�ons about prepayments which, if not realized, will cause transac�on results to differ from
expecta�ons. Interest rate swap�ons

(1)
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generally provide us the op�on to enter into an interest rate swap agreement at a certain point of �me in the future with a predetermined no�onal amount, stated
term and stated rate of interest in the fixed leg and interest rate index on the floa�ng leg. Basis swap contracts allow us to exchange one floa�ng interest rate basis for
another, thereby allowing us to diversify our floa�ng rate basis exposures.

All of our interest rate contracts have floa�ng leg interest rate indexes of either the Federal Funds Rate or SOFR. The Federal Funds Rate is published daily by
the New York Federal Reserve and is a measure of unsecured borrowings by depository ins�tu�ons from other depository ins�tu�ons or GSEs. SOFR is published daily
by the New York Federal Reserve and is the average overnight rate for borrowings secured by U.S. Treasury securi�es. We enter into interest rate swap contracts either
directly with a counterparty (a “bilateral” contract) or through a centrally-cleared swap contract. In a bilateral contract, we exchange margin collateral with the
counterparty and have exposure to counterparty risk. In a centrally-cleared contract, we exchange margin collateral with a Futures Clearing Merchant, with whom we
have opened an account. Our counterparty risk is limited to the clearing exchange itself. All of our centrally-cleared swaps are cleared by the CME. In general, centrally-
cleared interest rate swap contracts require us to post higher ini�al margin than bilateral contracts.

Futures contracts are traded on the CME which requires the use of daily mark-to-market collateral and the CME provides substan�al credit support. The
collateral requirements of the CME require us to pledge assets under a bi-lateral margin arrangement, including either cash or Agency Securi�es and these
requirements may vary and change over �me based on the market value, no�onal amount and remaining term of the futures contracts. In the event we are unable to
meet a margin call under one of our futures contracts, the counterparty to such agreement may have the op�on to terminate or close-out all of the outstanding
futures contracts with us. In addi�on, any close-out amount due to the counterparty upon termina�on of the counterparty’s transac�ons would be immediately
payable by us pursuant to the applicable agreement.

TBA Agency Securi�es are forward contracts for the purchase (“long posi�on”) or sale (“short posi�on”) of Agency Securi�es at a predetermined price, face
amount, issuer, coupon and stated maturity on an agreed-upon future date. The specific Agency Securi�es delivered into the contract upon the se�lement date,
published each month by the Securi�es Industry and Financial Markets Associa�on, are not known at the �me of the transac�on. We may enter into TBA Agency
Securi�es as a means of hedging against short-term changes in interest rates. We may also enter into TBA Agency Securi�es as a means of acquiring or disposing of
Agency Securi�es and we may from �me to �me u�lize TBA dollar roll transac�ons to finance Agency Security purchases. We es�mate the fair value of TBA Agency
Securi�es based on similar methods used to value our Agency Securi�es.

We have ne�ng arrangements in place with all deriva�ve counterpar�es pursuant to standard documenta�on developed by ISDA. We are also required to
post or hold cash collateral based upon the net underlying market value of our open posi�ons with the counterparty. A decline in the value of the open posi�ons with
the counterparty could result in the counterpar�es demanding addi�onal collateral pledges or liquida�on of some of the exis�ng collateral to reduce borrowing levels.
We manage this risk by maintaining an adequate balance of available cash and unpledged securi�es. An event of default or termina�on event under the standard ISDA
would give our counterparty to the applicable agreement the right to terminate the agreement. In addi�on, certain of our ISDAs contain a restric�on that prohibits our
leverage from exceeding twelve �mes our stockholders’ equity as well as termina�on events in the case of significant reduc�ons in equity capital.
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The following tables present informa�on about the poten�al effects of ne�ng our deriva�ves if we were to offset the assets and liabili�es on the
accompanying consolidated balance sheets. We currently present these financial instruments at their gross amounts and they are included in Deriva�ves, at fair value
on the accompanying consolidated balance sheets at June 30, 2024 and December 31, 2023.

Gross Amounts Not Offset

Assets Gross Amounts
Financial

Instruments Cash Collateral Total Net
June 30, 2024
Interest rate swap contracts $ 947,359 $ (6,046) $ (847,872) $ 93,441 
Futures contracts 562 (987) 7,203 6,778 
TBA Agency Securi�es 17,287 (17,287) — — 
Totals $ 965,208 $ (24,320) $ (840,669) $ 100,219 

December 31, 2023
Interest rate swap contracts $ 875,596 $ (5,036) $ (821,089) $ 49,471 
TBA Agency Securi�es 1,816 (1,816) — — 
Totals $ 877,412 $ (6,852) $ (821,089) $ 49,471 

(1) See Note 4 - Fair Value of Financial Instruments for addi�onal discussion.
(2) Includes $29,484 and $6,104 of centrally-cleared interest rate swap contracts, respec�vely.

 Gross Amounts Not Offset  

Liabili�es Gross Amounts
Financial

Instruments Cash Collateral Total Net
June 30, 2024
Interest rate swap contracts $ (6,046) $ 6,046 $ — $ — 
Futures contracts (987) 987 — — 
TBA Agency Securi�es (2,643) 17,287 (17,183) (2,539)
Totals $ (9,676) $ 24,320 $ (17,183) $ (2,539)

December 31, 2023
Interest rate swap contracts $ (5,036) $ 5,036 $ — $ — 
TBA Agency Securi�es — 1,816 (2,070) (254)
Totals $ (5,036) $ 6,852 $ (2,070) $ (254)

(1) See Note 4 - Fair Value of Financial Instruments for addi�onal discussion.
(2) Includes $(6,046) and $(5,036) of centrally-cleared interest rate swap contracts, respec�vely.

(1)

(2)

(2)

(1)

(2)

(2)
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The following table represents the informa�on regarding our deriva�ves which are included in Gain on deriva�ves, net in the accompanying consolidated
statements of opera�ons and comprehensive income (loss) for the three and six months ended June 30, 2024 and June 30, 2023.

Income (Loss) Recognized
For the Three Months Ended June

30, For the Six Months Ended June 30,
Deriva�ves 2024 2023 2024 2023

Interest rate swap contracts $ 30,128 $ 199,945 $ 190,837 $ 73,531 
Futures contracts (3,603) (2,469) (3,603) (13,298)
TBA Agency Securi�es 23,157 (3,286) 18,896 (443)

Total Gain on Deriva�ves, net $ 49,682 $ 194,190 $ 206,130 $ 59,790 

(1) Includes $(4,109) and $20,937 and $51,087 and $21,992 of centrally-cleared interest rate swap contract income (loss) for the three and six months ended June 30,
2024 and June 30, 2023, respec�vely.

The following tables present informa�on about our deriva�ves at June 30, 2024 and December 31, 2023. We did not have any TBA Agency Securi�es at June
30, 2024.

Interest Rate Swap Contracts No�onal Amount

Weighted Average
Remaining Term

(Months) Weighted Average Rate
June 30, 2024
< 3 years $ 3,009,000 24 2.55 %
≥ 5 years and < 7 years 3,402,000 74 0.80 %
≥ 7 years 1,875,000 108 2.98 %
Total or Weighted Average $ 8,286,000 63 1.93 %

December 31, 2023
< 3 years $ 1,102,000 18 1.60 %
≥ 3 years and < 5 years 1,207,000 45 2.06 %
≥ 5 years and < 7 years 1,952,000 75 0.58 %
≥ 7 years 2,525,000 95 1.56 %
Total or Weighted Average $ 6,786,000 68 1.37 %

(1) Pay Fixed/Receive Variable.
(2) Of this amount, $2,975,000 no�onal are SOFR based swaps, the last of which matures in 2034; and $5,311,000 no�onal are Fed Funds based swaps, the last of

which matures in 2032. Of this amount, $2,775,000 no�onal are centrally-cleared interest rate swap contracts, the last of which matures in 2034.
(3) Of this amount, $1,475,000 no�onal are SOFR based swaps, the last of which matures in 2033; and $5,311,000 no�onal are Fed Funds based swaps, the last of

which matures in 2032. Of this amount, $1,275,000 no�onal are centrally-cleared interest rate swap contracts, the last of which matures in 2033.

(1)

(1)

 (2)

(3)
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TBA Agency Securi�es No�onal Amount Cost Basis Fair Value
June 30, 2024

30 Year Long, 2.5% $ 500,000 $ 408,121 $ 409,458 
30 Year Long, 3.0% 600,000 509,039 511,403 
30 Year Long 6.5% 300,000 304,195 304,177 

Total $ 1,400,000 $ 1,221,355 $ 1,225,038 

December 31, 2023
30 Year Long, 6.0% 300,000 303,223 305,039 

Totals $ 300,000 $ 303,223 $ 305,039 

Note 8 - Commitments and Con�ngencies

Management

The Company is managed by ACM, pursuant to a management agreement (see also Note 14 - Related Party Transac�ons). The management agreement
en�tles ACM to receive management fees payable monthly in arrears. Currently, the monthly management fee is 1/12th of the sum of (a) 1.5% of gross equity raised
up to $1.0 billion plus (b) 0.75% of gross equity raised in excess of $1.0 billion. Gross equity raised includes the total amounts of paid in capital rela�ng to both our
common and preferred stock, before deduc�on of brokerage commissions and other costs of capital raising. Amounts paid to stockholders to repurchase stock, before
deduc�on of brokerage commissions and costs, reduces gross equity raised. Dividends specifically designated by the Board as liquida�on dividends will reduce the
amount of gross equity raised. To date, the Board has not so designated any of the dividends paid by the Company. Realized and unrealized gains and losses do not
affect the amount of gross equity raised. At June 30, 2024, the effec�ve management fee, prior to management fees waived, was 0.93% based on gross equity raised
of $4,230,675.

During each of the three and six months ended June 30, 2024, and June 30, 2023 ACM voluntarily waived management fees of $(1,650) and $(3,300),
respec�vely. ACM is currently waiving $550 per month of its contractual management fee un�l ACM provides further no�ce to ARMOUR. The monthly management
fees are not calculated based on the performance of our assets. Accordingly, the payment of our monthly management fees may not decline in the event of a decline
in our earnings and may cause us to incur losses. We are also responsible for any costs and expenses that ACM incurs solely on our behalf other than the various
overhead expenses specified in the terms of the management agreement.

ACM may terminate this waiver by providing no�ce to ARMOUR on or before the 25th day of the preceding month. This waiver does not cons�tute a waiver
of any other amounts due to ACM from ARMOUR under the management agreement or otherwise, including but not limited to any expense reimbursements, any
amounts calculated by reference to the contractual Base Management Fee, or any awards under the 2009 Stock Incen�ve Plan as amended (the “Plan”).

On February 14, 2023, the Company extended the contractual term of the management agreement through December 31, 2029. Based on the management
fee base, gross equity raised, as of June 30, 2024, the Company’s contractual management fee commitments, prior to management fees waived, are:
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Year Contractual Management Fee
Remainder of 2024 19,615 
2025 39,230 
2026 39,230 
2027 39,230 
2028 39,230 
2029 39,230 
Total $ 215,765 

The Company cannot voluntarily terminate the management agreement without cause before the expira�on of its contractual term. If the management
agreement is terminated in connec�on with a liquida�on of the Company or certain business combina�on transac�ons, the Company is obliged to pay ACM a
termina�on fee equal to 4 �mes the contractual management fee (before any waiver) for the preceding 12 months.

Indemnifica�ons and Li�ga�on

We enter into certain contracts that contain a variety of indemnifica�ons, principally with ACM and underwriters, against third-party claims for errors and
omissions in connec�on with their services to us. We have not incurred any costs to defend lawsuits or se�le claims related to these indemnifica�on agreements. As a
result, the es�mated fair value of these agreements, as well as the maximum amount a�ributable to past events, is not material. Accordingly, we have no liabili�es
recorded for these agreements at June 30, 2024 and December 31, 2023.

Nine puta�ve class ac�on lawsuits were filed in connec�on with the tender offer and merger for JAVELIN alleging, among other things, breach of fiduciary
du�es and seeking equitable relief, including, among other relief, to enjoin consumma�on of the transac�ons, or rescind or unwind the transac�ons if already
consummated, and award costs and disbursements, including reasonable a�orneys' fees and expenses. The sole Florida lawsuit was never served on the defendants,
and that case was voluntarily dismissed and closed on January 20, 2017. On April 25, 2016, the Maryland court issued an order consolida�ng the eight Maryland cases
into one ac�on, cap�oned In re JAVELIN Mortgage Investment Corp. Shareholder Li�ga�on (Case No. 24-C-16-001542), and designated counsel for one of the
Maryland cases as interim lead co-counsel. On May 26, 2016, interim lead counsel filed the Consolidated Amended Class Ac�on Complaint for Breach of Fiduciary Duty
asser�ng consolidated claims of breach of fiduciary duty, aiding and abe�ng the breaches of fiduciary duty, and waste. On June 27, 2016, defendants filed a Mo�on to
Dismiss the Consolidated Amended Class Ac�on Complaint for failing to state a claim upon which relief can be granted. A hearing was held on the Mo�on to Dismiss
on March 3, 2017, and the Court reserved ruling. The Court deferred ruling on the Mo�on to Dismiss several �mes. On February 14, 2024, the Court issued an order
gran�ng defendants’ Mo�on to Dismiss, and dismissed all of plain�ffs’ claims with prejudice, and without leave to amend. On March 11, 2024, plain�ffs filed a No�ce
of Appeal of the Court's order of dismissal. On July 3, 2024, plain�ffs filed a voluntary no�ce of dismissal of the previously filed appeal.

Note 9 - Stock Based Compensa�on

We adopted the Plan to a�ract, retain and reward directors and other persons who provide services to us in the course of opera�ons. The Plan authorizes the
Board to grant awards including common stock, restricted shares of common stock (“RSUs”), stock op�ons, performance shares, performance units, stock apprecia�on
rights and other equity and cash-based awards (collec�vely, “Awards”), subject to terms as provided in the Plan. At June 30, 2024, there were 228 shares available for
future issuance under the Plan.
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Transac�ons related to awards for the six months ended June 30, 2024 are summarized below:

 June 30, 2024

 
Number of

Awards

Weighted
Average Grant Date Fair Value per

Award
Unvested RSU Awards Outstanding beginning of period 298 $ 38.21 
Vested (41) $ 46.92 
Forfeited (55) $ 29.65 
Unvested RSU Awards Outstanding end of period 202 $ 38.76 

At June 30, 2024, there was approximately $7,823 of unvested stock based compensa�on related to the Awards (based on a weighted grant date price of
$38.76 per share), which we expect to recognize as an expense as follows: for the remainder of 2024 an expense of $1,667, in 2025 an expense of $1,986, and
therea�er an expense of $4,170. Our policy is to account for forfeitures as they occur. We also pay each of our non-execu�ve Board members quarterly fees of $33,
which are payable in cash, common stock, RSUs or a combina�on of common stock, RSUs and cash at the op�on of the director. Non-execu�ve Board members have
the op�on to par�cipate in the Company's Non-Management Director Compensa�on and Deferral Program (the "Deferral Program"). The Deferral Program permits
non-execu�ve Board members to elect to receive either common stock or RSUs or a combina�on of common stock and RSUs at the op�on of the director, instead of
all or part of their quarterly cash compensa�on and/or all or part of their commi�ee and chairperson cash retainers.

Note 10 - Stockholders' Equity

The following table presents the components of cumula�ve distribu�ons to stockholders at June 30, 2024 and December 31, 2023.

Cumula�ve Distribu�ons to Stockholders June 30, 2024 December 31, 2023
Preferred dividends $ 162,800 $ 156,809 
Common stock dividends 2,134,336 2,063,758 

Totals $ 2,297,136 $ 2,220,567 

Preferred Stock

At June 30, 2024 and December 31, 2023, we were authorized to issue up to 50,000 shares of preferred stock, par value $0.001 per share, with such
designa�ons, vo�ng and other rights and preferences as may be determined from �me to �me by our Board of Directors (“Board”) or a commi�ee thereof. At June 30,
2024, 10,000 shares of the Company’s authorized preferred stock, par value $0.001 per share are designated as shares of 7.00% Series C Cumula�ve Redeemable
Preferred Stock ("Series C Preferred Stock") with the powers, designa�ons, preferences and other rights as set forth therein and a total of 40,000 shares of our
authorized preferred stock remain available for designa�on as future series.

At June 30, 2024 and December 31, 2023, we had 6,847 shares of Series C Preferred Stock issued and outstanding with a par value of $0.001 per share and a
liquida�on preference of $25.00 per share, or $171,175 in the aggregate. At June 30, 2024 and December 31, 2023, there were no accrued or unpaid dividends on the
Series C Preferred Stock.

On January 29, 2020, the Company entered into an Equity Sales Agreement (the “Preferred C ATM Sales Agreement”) with B. Riley Securi�es, Inc. (formerly B.
Riley FBR, Inc.) and BUCKLER, as sales agents (individually and collec�vely, the “Agents"), and ACM, pursuant to which the Company may offer and sell, over a period of
�me and from �me to �me, through one or more of the Agents, as the Company’s agents, up to 6,550 of Series C Preferred Stock. The Preferred C ATM Sales
Agreement relates to a proposed “at-the-market” offering program. Under the Preferred C ATM
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Sales Agreement, we will pay the agent designated to sell our shares an aggregate commission of up to 2.0% of the gross sales price per share of our common stock
sold through the designated agent under the Preferred C ATM Sales Agreement. On June 20, 2024, the Preferred C ATM Sales Agreement was amended to add BTIG,
LLC, as a sales agent. We did not sell any shares under the Preferred C ATM Sales Agreement during the six months ended June 30, 2024. Shares designated as Series C
Preferred Stock but unissued, which are available under the Preferred C ATM Sales Agreement, totaled 3,153 at June 30, 2024 and December 31, 2023.

Preferred Stock Repurchase Program

On July 26, 2022, the Board authorized a repurchase program of up to an aggregate of 2,000 shares of the Company’s outstanding Series C Preferred Stock
("Series C Preferred Stock Repurchase Program"). Under the Series C Preferred Stock Repurchase Program, shares may be purchased in the open market, including
block trades, through privately nego�ated transac�ons, or pursuant to a trading plan separately adopted in the future. The �ming, manner, price and amount of any
repurchases will be at our discre�on, in consulta�on with the Pricing Commi�ee of the Board, subject to the requirements of the Securi�es Exchange Act of 1934, as
amended, and related rules. We are not required to repurchase any shares under the Series C Preferred Stock Repurchase Program and it may be modified, suspended
or terminated at any �me for any reason. We do not intend to purchase shares from our Board or other affiliates. Under Maryland law, such repurchased shares are
treated as authorized but unissued. We did not repurchase any shares under the Series C Preferred Stock Repurchase Program during the six months ended June 30,
2024.

Common Stock

At June 30, 2024 and December 31, 2023, we were authorized to issue up to 90,000 shares of common stock, par value $0.001 per share, with such
designa�ons, vo�ng and other rights and preferences as may be determined from �me to �me by our Board. We had 48,765 and 48,799 shares of common stock
issued and outstanding at June 30, 2024 and December 31, 2023, respec�vely.

On May 14, 2021, we entered into an Equity Sales Agreement (the “2021 Common stock ATM Sales Agreement”) with BUCKLER, JMP Securi�es LLC,
Ladenburg Thalmann & Co. Inc. and B. Riley Securi�es, Inc., as sales agents, rela�ng to the shares of our common stock. In accordance with the terms of the 2021
Common Stock ATM Sales agreement, we could offer and sell over a period of �me and from �me to �me, up to 3,400 shares of our common stock, par value $0.001
per share. On November 12, 2021, the 2021 Common stock ATM Sales Agreement was amended to add JonesTrading Ins�tu�onal Services LLC, as a sales agent and to
offer an addi�onal 5,000 shares available for sale pursuant to the terms of the 2021 Common stock ATM Sales Agreement. On June 9, 2022, the 2021 Common stock
ATM Sales Agreement was further amended to offer an addi�onal 5,760 shares available for sale. On November 4, 2022, the Common stock ATM Sales Agreement was
further amended to offer an addi�onal 7,000 shares available for sale. On January 17, 2023, it was amended to add an addi�onal 9,736 shares pursuant to the terms
of the 2021 Common stock ATM Sales Agreement.

The 2021 Common stock ATM Sales Agreement related to an "at-the-market" offering program. The 2021 Common stock ATM Sales Agreement provided that
we would pay the agent designated to sell our shares an aggregate commission of up to 2.0% of the gross sales price per share of our common stock sold through the
designated agent under the 2021 Common stock ATM Sales Agreement. From January 2023 through July 2023, we sold 13,305 shares under this agreement for
proceeds of $367,997, net of issuance costs and commissions of approximately $3,725. Those sales fully u�lized the shares allocated to the 2021 Common stock ATM
Sales Agreement, which has been completed. See Note 14 - Related Party Transac�ons for discussion of addi�onal transac�ons with BUCKLER.

On July 26, 2023 we entered into a new Equity Sales Agreement (the “2023 Common stock ATM Sales Agreement”), with BUCKLER, JonesTrading Ins�tu�onal
Services LLC, Ci�zens JMP Securi�es, LLC (formerly JMP Securi�es LLC), Ladenburg Thalmann & Co. Inc. and B. Riley Securi�es, Inc., as sales agents, rela�ng to the
shares of our common stock. In accordance with the terms of the 2023 Common Stock ATM Sales agreement, we may offer and sell over a period of �me and from
�me to �me, up to 15,000 shares of our common stock, par value $0.001 per share. On October 25, 2023, the 2023 Common stock ATM Sales Agreement was
amended to add StockBlock Securi�es LLC, as a sales agent and on June 20, 2024 it was further amended to add BTIG, LLC as a sales agent. During the year ended
December 31, 2023, we sold
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3,328 shares under this agreement for proceeds of $82,100, net of issuance costs and commissions of approximately $903. We did not sell any shares under this
agreement during the six months ended June 30, 2024.

During the six months ended June 30, 2024, we issued 2 common shares under our Common Stock Dividend Reinvestment Program ("DRIP") for net proceeds
of $36.

Common Stock Repurchase Program

 At June 30, 2024 and December 31, 2023, there were 2,217 and 2,287 authorized shares remaining under the Company's common stock repurchase
authoriza�on (the "Common Stock Repurchase Program"). During the six months ended June 30, 2024, we repurchased 70 common shares under this authoriza�on
for a cost of $(1,344). Under the Common Stock Repurchase Program, shares may be purchased in the open market, including block trades, through privately
nego�ated transac�ons, or pursuant to a trading plan separately adopted in the future. The �ming, manner, price and amount of any repurchases will be at our
discre�on, subject to the requirements of the Exchange Act, and related rules. We are not required to repurchase any shares under the Common Stock Repurchase
Program and it may be modified, suspended or terminated at any �me for any reason. We do not intend to purchase shares from our Board or other affiliates. Under
Maryland law, such repurchased shares are treated as authorized but unissued. See Note 14 - Related Party Transac�ons for discussion of addi�onal transac�ons with
BUCKLER.

Equity Capital Ac�vi�es

The following tables present our equity transac�ons for the six months ended June 30, 2024 and for the year ended December 31, 2023.

Transac�on Type Comple�on Date
Number of

Shares
Per Share

price 
Net Proceeds

(costs)
June 30, 2024
DRIP shares issued January 25, 2024 - June 27, 2024 2 $ 18.32 $ 36 
Common stock repurchased January 22, 2024 - January 25, 2024 (70) $ 19.31 $ (1,344)

December 31, 2023
2021 Common stock ATM Sales Agreement January 4, 2023 - July 12, 2023 13,305 $ 27.66 $ 367,997 
2023 Common stock ATM Sales Agreement July 26, 2023 - September 29, 2023 3,328 $ 24.66 $ 82,100 
DRIP shares issued July 25, 2023 - September 29, 2023 3 $ 19.71 $ 51 

Common stock repurchased
March, May and September, October and
November (477) $ 20.80 $ (9,935)

(1) Weighted average price

Dividends

On July 29, 2024, a cash dividend of $0.14583 per outstanding share of Series C Preferred Stock, or $998 in the aggregate, will be paid to holders of record on
July 15, 2024. We have also declared cash dividends of $0.14583 per outstanding share of Series C Preferred Stock payable August 27, 2024 to holders of record on
August 15, 2024 and payable September 27, 2024 to holders of record on September 15, 2024.

On July 30, 2024, a cash dividend of $0.24 per outstanding common share, or $11,755 in the aggregate, will be paid to holders of record on July 15, 2024. We
have also declared a cash dividend of $0.24 per outstanding common share payable August 29, 2024 to holders of record on August 15, 2024.

(1)
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The following table presents our Series C Preferred Stock dividend transac�ons for the six months ended June 30, 2024.

Record Date Payment Date
Rate per Series C
Preferred Share

Aggregate amount paid
to holders of record

January 15, 2024 January 29, 2024 $ 0.14583 $ 998.5 
February 15, 2024 February 27, 2024 $ 0.14583 998.5 
March 15, 2024 March 27, 2024 $ 0.14583 998.5 
April 15, 2024 April 29, 2024 $ 0.14583 998.5 
May 15, 2024 May 28, 2024 $ 0.14583 998.5 
June 15, 2024 June 27, 2024 $ 0.14583 998.5 
Total dividends paid $ 5,991.0 

The following table presents our common stock dividend transac�ons for the six months ended June 30, 2024.

Record Date Payment Date
Rate per common

share
Aggregate amount paid

to holders of record
January 16, 2024 January 30, 2024 $ 0.24 $ 11,787 
February 15, 2024 February 28, 2024 $ 0.24 11,770 
March 15, 2024 March 28, 2024 $ 0.24 11,755 
April 15, 2024 April 29, 2024 $ 0.24 11,756 
May 15, 2024 May 28, 2024 $ 0.24 11,756 
June 17, 2024 June 27, 2024 $ 0.24 11,754 
Total dividends paid $ 70,578 

Note 11 - Net Income (Loss) per Common Share

The following table presents a reconcilia�on of net income (loss) and the shares used in calcula�ng weighted average basic and diluted earnings per common
share for the three and six months ended June 30, 2024 and June 30, 2023.

 
For the Three Months Ended June

30, For the Six Months Ended June 30,
 2024 2023 2024 2023

Net Income (Loss) $ (48,350) $ 42,962 $ (33,834) $ 11,603 
Less: Preferred dividends (2,996) (2,996) (5,991) (5,991)
Net Income (Loss) related to common stockholders $ (51,346) $ 39,966 $ (39,825) $ 5,612 

Weighted average common shares outstanding – basic 48,770 39,740 48,770 38,336 
Add: Effect of dilu�ve non-vested awards, assumed vested — 336 — 336 
Weighted average common shares outstanding – diluted 48,770 40,076 48,770 38,672 

For the three and six months ended June 30, 2024, 202 of poten�ally dilu�ve non-vested awards outstanding were excluded from the computa�on of diluted
Net Income (Loss) related to common stockholders because to have included them would have been an�-dilu�ve for the period.
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Note 12 - Comprehensive Income (Loss) per Common Share

The following table presents a reconcilia�on of comprehensive income (loss) and the shares used in calcula�ng weighted average basic and diluted
comprehensive income (loss) per common share for the three and six months ended June 30, 2024 and June 30, 2023.

 
For the Three Months Ended June

30,
For the Six Months Ended June

30,
 2024 2023 2024 2023

Comprehensive Income (Loss) $ (48,350) $ 42,962 $ (33,834) $ 23,130 
Less: Preferred dividends (2,996) (2,996) (5,991) (5,991)
Comprehensive Income (Loss) related to common stockholders $ (51,346) $ 39,966 $ (39,825) $ 17,139 
Comprehensive Income (Loss) per share related to common stockholders:

Basic $ (1.05) $ 1.00 $ (0.82) $ 0.45 
Diluted $ (1.05) $ 1.00 $ (0.82) $ 0.45 

Weighted average common shares outstanding:
Basic 48,770 39,740 48,770 38,336 
Add: Effect of dilu�ve non-vested awards, assumed vested — 336 — 336 
Diluted 48,770 40,076 48,770 38,672 

For the three and six months ended June 30, 2024, 202 of poten�ally dilu�ve non-vested awards outstanding were excluded from the computa�on of diluted
Comprehensive Income (Loss) related to common stockholders because to have included them would have been an�-dilu�ve for the period.
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Note 13 - Income Taxes

The following table reconciles our GAAP net income (loss) to es�mated REIT taxable income for the three and six months ended June 30, 2024 and June 30,
2023.

 
For the Three Months Ended June

30, For the Six Months Ended June 30,
 2024 2023 2024 2023

GAAP net income (loss) $ (48,350) $ 42,962 $ (33,834) $ 11,603 
Book to tax differences:

TRS loss 58 20 99 3 
Premium amor�za�on expense — — — (1)
Agency Securi�es 112,870 44,403 250,619 (238,647)
U.S. Treasury Securi�es (19,149) (11,934) (30,071) (79)
Changes in interest rate contracts 9,444 (141,321) (88,293) 40,819 
Security Sales — 113,256 — 283,412 
Amor�za�on of deferred hedging costs (20,935) (26,202) (42,313) (56,570)
Amor�za�on of deferred Treasury Future gains 4,728 6,062 9,325 11,877 
Other 539 484 1,182 779 

Es�mated REIT taxable income $ 39,205 $ 27,730 $ 66,714 $ 53,196 

Interest rate contracts and futures contracts are treated as hedging transac�ons for U.S. federal income tax purposes. Unrealized gains and losses on open
interest rate contracts are not included in the determina�on of REIT taxable income. Realized gains and losses on interest rate contracts and futures contracts
terminated before their maturity are deferred and amor�zed over the remainder of the original term of the contract for REIT taxable income. At June 30, 2024 and
December 31, 2023, we had approximately $(227,619) and $(247,349), respec�vely, of net deduc�ble expense rela�ng to previously terminated interest rate swap and
treasury futures/shorts contracts amor�zing through the year 2034. At June 30, 2024, we had $257,341 of net opera�ng loss carryforwards available for use
indefinitely.

Net capital losses realized Amount Available to offset capital gains through
2019 $ (13,819) 2024
2021 $ (15,606) 2026
2022 $ (732,477) 2027
2023 $ (472,002) 2028

The Company's subsidiary, ARMOUR TRS, Inc. has made an elec�on as a taxable REIT subsidiary (“TRS”). As such, the TRS is taxable as a domes�c C
corpora�on and subject to federal, state, and local income taxes based upon its taxable income.

The aggregate tax basis of our assets and liabili�es was greater than our total Stockholders’ Equity at June 30, 2024 by approximately $113,045, or
approximately $2.32 per common share (based on the 48,765 common shares then outstanding). State and federal tax returns for the years 2021 and later remain
open and are subject to possible examina�on.

We are required and intend to �mely distribute substan�ally all of our REIT taxable income in order to maintain our REIT status under the Code. Total
dividend payments to stockholders for the three and six months ended June 30, 2024 and June 30, 2023 were $38,262 and $76,569 and $51,333 and $106,332,
respec�vely.
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Our es�mated REIT taxable income and dividend requirements to maintain our REIT status are determined on an annual basis. Dividends paid in excess of
current tax earnings and profits for the year will generally not be taxable to common stockholders.

Our management is responsible for determining whether tax posi�ons taken by us are more likely than not to be sustained on their merits. We have no
material unrecognized tax benefits or material uncertain tax posi�ons.

Note 14 - Related Party Transac�ons

ACM    

The Company is managed by ACM, pursuant to a management agreement. All of our execu�ve officers are also employees of ACM. ACM manages our day-to-
day opera�ons, subject to the direc�on and oversight of the Board. The management agreement runs through December 31, 2029 and is therea�er automa�cally
renewed for an addi�onal five-year term unless terminated under certain circumstances. Either party must provide 180 days prior wri�en no�ce of any such
termina�on.

Under the terms of the management agreement, ACM is responsible for costs incident to the performance of its du�es, such as compensa�on of its
employees and various overhead expenses. ACM is responsible for the following primary roles:

• Advising us with respect to, arranging for and managing the acquisi�on, financing, management and disposi�on of, elements of our investment por�olio;
• Evalua�ng the dura�on risk and prepayment risk within the investment por�olio and arranging borrowing and hedging strategies;
• Coordina�ng capital raising ac�vi�es;
• Advising us on the formula�on and implementa�on of opera�ng strategies and policies, arranging for the acquisi�on of assets, monitoring the performance

of those assets and providing administra�ve and managerial services in connec�on with our day-to-day opera�ons; and
• Providing execu�ve and administra�ve personnel, office space and other appropriate services required in rendering management services to us.

ACM has voluntarily waived a por�on of its contractual management fee. ACM is currently waiving $550 per month of its contractual management fee un�l
ACM provides further no�ce to ARMOUR (see Note 8 - Commitments and Con�ngencies).

The following table reconciles the fees incurred in accordance with the management agreement for the three and six months ended June 30, 2024 and June
30, 2023.

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
ARMOUR management fees $ 9,807 $ 9,377 $ 19,614 $ 18,605 
Less management fees waived (1,650) (1,650) (3,300) (3,300)
Total management fee expense $ 8,157 $ 7,727 $ 16,314 $ 15,305 

We are required to take ac�ons as may be reasonably required to permit and enable ACM to carry out its du�es and obliga�ons. We are also responsible for
any costs and expenses that ACM incurred solely on our behalf other than the various overhead expenses specified in the terms of the management agreement. For
the three and six months ended June 30, 2024 and June 30, 2023, we reimbursed ACM $216 and $254 and $170 and $405, respec�vely, for other expenses incurred
on our behalf. In 2020, 2021 and 2022, we elected to grant restricted stock unit awards to our execu�ve officers and other ACM employees that generally vest over 5
years. In 2020, 2021 and 2023, we elected to grant RSUs to the Board.
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We recognized stock based compensa�on expense of $86 and $178 and $118 and $259 for the three and six months ended June 30, 2024 and June 30, 2023,
respec�vely.

BUCKLER

At June 30, 2024, we held an ownership interest in BUCKLER of 10.8%, which is included in prepaid and other assets in our consolidated balance sheet and is
accounted for using the equity method as BUCKLER maintains specific ownership accounts. Based on our evalua�on of certain protec�ve rights and the nature of the
on demand subordinated loan agreement, we have determined that we do not have the power to direct the day-to-day ac�vi�es that most significantly impact
BUCKLER's economic performance and addi�onally do not have the obliga�on to absorb losses or the right to receive benefits that could be significant to BUCKLER. As
a result, we do not have a controlling financial interest, and thus, are not BUCKLER's primary beneficiary and do not consolidate BUCKLER. The value of the investment
was $274 at June 30, 2024 and $382 at December 31, 2023, reflec�ng our total investment plus our share of BUCKLER’s opera�ng results, in accordance with the terms
of the opera�ng agreement of BUCKLER that our independent directors nego�ated. The primary purpose of our investment in BUCKLER is to facilitate our access to
repurchase financing on poten�ally a�rac�ve terms (considering rate, term, size, haircut, rela�onship and funding commitment) compared to other suitable
repurchase financing counterpar�es.

Our opera�ng agreement with BUCKLER contains certain provisions to benefit and protect the Company, including (1) sharing in any (a) defined profits
realized by BUCKLER from the an�cipated financing spreads resul�ng from repurchase financing facilitated by BUCKLER, and (b) distribu�ons from BUCKLER to its
members of net cash receipts, and (2) the realiza�on of an�cipated savings from reduced clearing, brokerage, trading and administra�ve fees. In addi�on, the
independent directors of the Company must approve, in their sole discre�on, any third-party business engaged by BUCKLER and may, under certain circumstances,
cause BUCKLER to wind up and dissolve and promptly return certain subordinated loans we provide to BUCKLER as regulatory capital (as described more fully below).
For each of the three and six months ended June 30, 2024 and June 30, 2023, we earned $0 from BUCKLER as an allocated share of Financing Gross Profit for a
reduc�on of interest on repurchase agreements charged to the Company. Financing Gross Profit is defined in the opera�ng agreement.

Effec�ve March 20, 2023, the Company commi�ed to provide on demand a subordinated loan agreement to BUCKLER in an amount up to $200,000. The
commitment extends through March 20, 2026, and is collateralized by mortgage backed and/or U.S. Treasury Securi�es owned by the Company and pledged to
BUCKLER. The commitment is treated by BUCKLER currently as capital for regulatory purposes and BUCKLER may pledge the securi�es to secure its own borrowings.

This arrangement replaced the prior $105,000 subordinated loan, which was to mature on May 1, 2025. In March 2023, BUCKLER, at its op�on a�er obtaining
regulatory approval, repaid all of the principal amount of the loan. The loan had a stated interest rate of zero, plus addi�onal interest payable to the Company in an
amount equal to the amount of interest earned by BUCKLER on the investment of the loan proceeds, generally in government securi�es funds. For the three and six
months ended June 30, 2023, the Company earned $0 and $973 of interest on this loan.

On February 22, 2021, the Company entered into an uncommi�ed revolving credit facility and security agreement with BUCKLER. Under the terms of the
facility, the Company may, in its sole and absolute discre�on, provide drawings to BUCKLER of up to $50,000. Interest on drawings is payable monthly at the Federal
Reserve Bank of New York SOFR plus 2% per annum. To date, BUCKLER has not yet used the facility and therefore no interest expense was payable for the three and six
months ended June 30, 2024.

Note 15 - Subsequent Events

Except as disclosed above, no subsequent events were iden�fied through the date of filing this Quarterly Report of Form 10-Q.
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Item 2. Management’s Discussion and Analysis of
Financial Condi�on and Results of Opera�ons

ARMOUR Residen�al REIT, Inc.

References to “we,” “us,” “our,” or the “Company” are to ARMOUR Residen�al REIT, Inc. (“ARMOUR”) and its subsidiaries. References to “ACM” are to ARMOUR
Capital Management LP, a Delaware limited partnership. ARMOUR owns a 10.8% equity interest in BUCKLER Securi�es LLC ("BUCKLER"), a Delaware limited liability
company and a FINRA-regulated broker-dealer, controlled by ACM and certain execu�ve officers of ARMOUR. Refer to the Glossary of Terms for defini�ons of
capitalized terms and abbrevia�ons used in this report.

The following discussion of our financial condi�on and results of opera�ons should be read in conjunc�on with our consolidated financial statements and
related notes included elsewhere in this report. All per share amounts, common shares outstanding and stock-based compensa�on amounts for all periods reflect the
effect of our Reverse Stock Split. U.S. dollar amounts are presented in thousands, except per share amounts or as otherwise noted.

Overview

We are a Maryland corpora�on managed by ACM, an investment advisor registered with the SEC (see Note 8 and Note 14 to the consolidated financial
statements). We have elected to be taxed as a REIT under the Code. We believe that we are organized in conformity with the requirements for qualifica�on as a REIT
under the Code and our manner of opera�ons enables us to meet the requirements for taxa�on as a REIT for federal income tax purposes.

ARMOUR brings private capital into the mortgage markets to support home ownership for a broad and diverse spectrum of Americans. We seek to create
stockholder value through though�ul investment and risk management of a leveraged and diversified por�olio of MBS. We rely on the decades of experience of our
management team for (i) MBS securi�es por�olio analysis and selec�on, (ii) access to equity capital and repurchase financing on poten�ally a�rac�ve rates and terms,
and (iii) hedging and liquidity strategies to moderate interest rate and MBS price risk. We priori�ze maintaining common share dividends appropriate for the
intermediate term rather than focusing on short-term market fluctua�ons.

We are deeply commi�ed to implemen�ng sustainable environmental, responsible social, and prudent governance prac�ces that improve our work and our
world. We strive to contribute to a healthy, sustainable environment by u�lizing resources efficiently. As an organiza�on, we create a rela�vely small environmental
footprint. S�ll, we are focused on minimizing the environmental impact of our business where possible.

At June 30, 2024 and December 31, 2023, we invested in MBS, issued or guaranteed by a U.S. GSE, such as Fannie Mae, Freddie Mac, or a government agency
such as Ginnie Mae (collec�vely, Agency Securi�es). Our Agency Securi�es consist of fixed rate loans. From �me to �me we have also invested in U.S. Treasury
Securi�es and money market instruments.

We earn returns on the spread between the yield on our assets and our costs, including the interest cost of the funds we borrow, a�er giving effect to our
hedges. We iden�fy and acquire MBS, finance our acquisi�ons with borrowings under a series of short-term repurchase agreements and then hedge certain risks
based on our en�re por�olio of assets and liabili�es and our management’s view of the market.

Factors that Affect our Results of Opera�ons and Financial Condi�on

Our results of opera�ons and financial condi�on are affected by various factors, many of which are beyond our control, including, among other things, our
net interest income, the market value of our assets and the supply of and demand for such assets. Recent events, such as those discussed below, can affect our
business in ways that are difficult to predict and may produce results outside of typical opera�ng variances. Our net interest income varies primarily as a result of
changes in interest rates, borrowing costs and prepayment speeds, the behavior of which involves various risks and uncertain�es. We currently invest primarily in
Agency Securi�es, for which the principal and interest payments are guaranteed by a GSE or other government agency. From �me to �me, we also invest in U.S.
Treasury Securi�es and money market instruments subject to certain income tests we must sa�sfy for our qualifica�on as a REIT. We expect our investments to be
subject to risks arising from prepayments resul�ng from exis�ng home sales, financings, delinquencies and foreclosures. We are exposed to changing mortgage
spreads, which could result in declines in the fair value of our
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investments. Our asset selec�on, financing and hedging strategies are designed to work together to generate current net interest income while modera�ng our
exposure to market vola�lity.

Interest Rates

Changes in interest rates, par�cularly short-term interest rates, may significantly influence our net interest income. With the maturi�es of our assets,
generally of a longer term than those of our liabili�es, interest rate increases will tend to decrease our net interest income and the market value of our assets (and
therefore our book value). Such rate increases could possibly result in opera�ng losses or adversely affect our ability to make distribu�ons to our stockholders. Our
opera�ng results depend, in large part, upon our ability to manage interest rate risks effec�vely while maintaining our status as a REIT.

While we use strategies to economically hedge some of our interest rate risk, we do not hedge all of our exposure to changes in interest rates and
prepayment rates, as there are prac�cal limita�ons on our ability to insulate our securi�es por�olio from all poten�al nega�ve consequences associated with changes
in short-term interest rates in a manner that will allow us to seek a�rac�ve net spreads on our securi�es por�olio. For GAAP purposes, all changes in the fair value of
our deriva�ves currently flow through earnings. Changes in the fair value of our legacy Agency MBS por�olio, that was designated as available for sale historically,
were recognized in other comprehensive income. Therefore, historical earnings reported in accordance with GAAP have fluctuated even in situa�ons where our
deriva�ves were opera�ng as intended. Currently, all of our Agency MBS por�olio is designated as trading securi�es and changes in the fair values of our deriva�ves
and Agency MBS flow through earnings together. Accordingly, our results of opera�ons will not be subject to the addi�onal fluctua�ons caused by the previous
differences in mark-to-market accoun�ng treatments. Comparisons with companies that use hedge accoun�ng for all or part of their deriva�ve ac�vi�es may not be
meaningful.

Prepayment Rates

Prepayments on MBS and the underlying mortgage loans may be influenced by changes in market interest rates and a variety of economic and geographic
factors, policy decisions by regulators, as well as other factors beyond our control. To the extent we hold MBS acquired at a premium or discount to par, or face value,
changes in prepayment rates may impact our an�cipated yield. In periods of declining interest rates, prepayments on our MBS will likely increase. If we are unable to
reinvest the proceeds of such prepayments at comparable yields, our net interest income may decline. Our opera�ng results depend, in large part, upon our ability to
manage prepayment risks effec�vely while maintaining our status as a REIT.

In addi�on to the use of deriva�ves to hedge interest rate risk, a variety of other factors rela�ng to our business may also impact our financial condi�on and
opera�ng performance; these factors include:

• our degree of leverage;
• our access to funding and borrowing capacity;
• the REIT requirements under the Code; and
• the requirements to qualify for an exclusion under the 1940 Act and other regulatory and accoun�ng policies related to our business.

Management

See Note 8 and Note 14 to the consolidated financial statements.

Market and Interest Rate Trends and the Effect on our Securi�es Por�olio

Federal Reserve Ac�ons

On June 12, 2024, the Fed kept its target range for the Federal Funds Rate unchanged at 5.25% to 5.50%. The Fed stated that the risks to achieving its
employment and infla�on goals have moved toward be�er balance over the past year
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and in considering any adjustments to the target range for the Federal Funds Rate, the Fed will carefully assess incoming data, the evolving outlook, and the balance of
risks. The Fed further stated that it does not expect it will be appropriate to reduce the target range for the Federal Funds Rate un�l it has gained greater confidence
that infla�on is moving sustainably toward 2%.

On May 1, 2024, The Fed stated that it will con�nue reducing its holdings of Treasury securi�es and agency debt and agency mortgage-backed securi�es, but
with changes to its previously announced plans. The Fed stated that beginning in June, it would slow the pace of decline of its securi�es holdings by reducing the
monthly redemp�on cap on Treasury securi�es from $60 billion to $25 billion. Therefore, beginning on June 1, the Fed rolled over at auc�on the amount of principal
payments from its holdings of Treasury securi�es maturing in each calendar month that exceeds a cap of $25 billion per month. The Fed further stated that it will
maintain the monthly redemp�on cap on Agency debt and agency mortgage-backed securi�es at $35 billion and will reinvest any principal payments in excess of this
cap into Treasuries.

Financial markets will likely be highly sensi�ve to the Fed’s interest rate decisions, its bond purchasing and balance sheet holding decisions, as well as its
communica�on. We intend to con�nue to mi�gate risk and maximize liquidity within the scope of our business plan. The agency mortgage-backed securi�es market
remains highly dependent on the future course and �ming of the Fed's ac�ons on interest rates as well as its purchases and holdings of our target assets.

Developments at Fannie Mae and Freddie Mac

The payments we receive on the Agency Securi�es in which we invest depend upon a steady stream of payments by borrowers on the underlying mortgages
and the fulfillment of guarantees by GSEs. There can be no assurance that the U.S. Government's interven�on in Fannie Mae and Freddie Mac will con�nue to be
adequate or assured for the longer-term viability of these GSEs. These uncertain�es may lead to concerns about the availability of and market for Agency Securi�es in
the long term. Accordingly, if the GSEs defaulted on their guaranteed obliga�ons, suffered losses or ceased to exist, the value of our Agency Securi�es and our
business, opera�ons and financial condi�on could be materially and adversely affected.

Short-term Interest Rates and Funding Costs

Changes in Fed policy affect our financial results, since our cost of funds is largely dependent on short-term rates. An increase in our cost of funds without a
corresponding increase in interest income earned on our MBS would cause our net income to decline.

Below is the Fed's target range for the Fed Funds Rate at each Fed mee�ng where a change was made since the beginning of 2023.

Mee�ng Date Lower Bound Higher Bound
July 26, 2023 5.25 % 5.50 %
May 3, 2023 5.00 % 5.25 %
March 22, 2023 4.75 % 5.00 %
February 1, 2023 4.50 % 4.75 %

Our borrowings in the repurchase market have closely tracked the Federal Funds Rate, and SOFR. Tradi�onally, a lower Federal Funds Rate has indicated a
�me of increased net interest spread and higher asset values. Vola�lity in these rates and divergence from the historical rela�onship among these rates could
nega�vely impact our ability to manage our securi�es por�olio. If rates were to increase as a result, our net interest spread and the value of our securi�es por�olio
might suffer as a result. Our deriva�ves are either Federal Funds Rate or SOFR-based interest rate swap contracts (see Note 7 to the consolidated financial statements).
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The following graph shows the effec�ve Fed Funds Rate as compared to SOFR on a monthly basis from June 30, 2022 to June 30, 2024.    

Long-term Interest Rates and Mortgage Spreads

Our securi�es are valued at an interest rate spread versus long-term interest rates (mortgage spread). This mortgage spread varies over �me and can be
above or below long-term averages, depending upon market par�cipants' current desire to own MBS over other investment alterna�ves. When the mortgage spread
gets smaller (or nega�ve) versus long-term interest rates, our book value will be posi�vely affected. When this spread gets larger (or posi�ve), our book value will be
nega�vely affected.

Mortgage spreads can vary due to movements in securi�es valua�ons, movements in long-term interest rates or a combina�on of both. We mainly use
interest rate swap contracts, interest rate swap�ons, basis swap contracts and futures contracts to economically hedge against changes in the valua�on of our
securi�es. We do not use such hedging contracts for specula�ve purposes.

We may reduce our mortgage spread exposure by entering in to certain TBA Agency Securi�es short posi�ons. The TBA short posi�ons may represent
different securi�es and maturi�es than our MBS and TBA Agency Security long posi�ons, and accordingly, may perform somewhat differently. While we expect our
TBA Agency Securi�es short posi�ons to perform well compared to our related mortgage securi�es, there can be no assurance as to their rela�ve performance.
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Results of Opera�ons

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
Net Interest Income $ 6,969 $ 5,537 $ 12,300 $ 17,750 
Total Other Income (Loss) (44,039) 48,464 (14,418) 15,105 
Total Expenses a�er fees waived (11,280) (11,039) (31,716) (21,252)
Net Income (Loss) $ (48,350) $ 42,962 $ (33,834) $ 11,603 

Reclassifica�on adjustment for realized loss on sale of available for sale Agency
Securi�es — — — 7,471 
Net unrealized gain on available for sale Agency Securi�es — — — 4,056 

Other Comprehensive Income — — — 11,527 
Comprehensive Income (Loss) $ (48,350) $ 42,962 $ (33,834) $ 23,130 

Net loss for the three and six months ended June 30, 2024 compared to net income for the three and six months ended June 30, 2023 reflected realized and
unrealized losses on our trading securi�es. During the six months ended June 30, 2024, total expenses included costs associated with the previously disclosed Special
Commi�ee internal inves�ga�on. Informa�on about this inves�ga�on and the findings are disclosed in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2023, under the heading, “Item 9B. Other Informa�on".

Net interest income is a func�on of the size of and yield earned from our investment por�olio and the size of and cost of our repurchase and other financing
costs.

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
Interest Income $ 129,925 $ 134,612 $ 271,405 $ 253,070 
Interest Expense (122,956) (129,075) (259,105) (235,320)
Net Interest Income $ 6,969 $ 5,537 $ 12,300 $ 17,750 

Beginning in the fourth quarter of 2023, we made changes to the presenta�on of certain informa�on related to net interest income, including Net Interest
Margin. As a result, the Net Interest Margin informa�on presented prior to the fourth quarter of 2023 is not comparable to the items shown in the table below.
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The following table details the factors impac�ng our net interest income for three and six months ended June 30, 2024 and June 30, 2023.

For the Three Months Ended
June 30, 2024

For the Three Months Ended
June 30, 2023

Interest Income
(Expense) Average Balance Yield/Rate

Interest Income
(Expense) Average Balance Yield/Rate

Interest-bearing Assets:
Agency Securi�es, Net of Amor�za�on $ 127,698 $ 10,144,457 5.04 % $ 133,404 $ 11,255,468 4.74 %
Cash Equivalents & Treasury Securi�es 2,227 240,456 3.70 % 1,208 137,351 3.52 %
Total Interest Income/Average Interest Earning
Assets $ 129,925 $ 10,384,913 5.00 % $ 134,612 $ 11,392,819 4.73 %

Interest-bearing Liabili�es:
Repurchase Agreements (114,333) 8,217,034 (5.57)% (123,948) 9,584,804 (5.17)%
Treasury Securi�es Sold Short (8,623) 691,748 (4.99)% (5,127) 504,414 (4.07)%
Total Interest Expense/Average Interest Bearing
Liabili�es $ (122,956) $ 8,908,782 (5.52)% $ (129,075) $ 10,089,218 (5.12)%

Net Interest Income/Net Interest Spread $ 6,969 (0.52)% $ 5,537 (0.39)%
Net Yield on Interest Earning Assets 0.27 % 0.19 %

For the Six Months Ended
June 30, 2024

For the Six Months Ended
June 30, 2023

Interest Income
(Expense) Average Balance Yield/Rate

Interest Income
(Expense) Average Balance Yield/Rate

Interest-bearing Assets:
Agency Securi�es, Net of Amor�za�on $ 267,621 $ 10,763,028 4.97 % $ 248,729 $ 10,785,259 4.61 %
Cash Equivalents & Treasury Securi�es 3,784 211,991 3.57 % 3,368 192,254 3.50 %
Subordinated Loan to BUCKLER — — 973 45,829 4.25 %
Total Interest Income/Average Interest Earning
Assets $ 271,405 $ 10,975,019 4.95 % $ 253,070 $ 11,023,342 4.59 %

Interest-bearing Liabili�es:
Repurchase Agreements (241,684) 8,664,184 (5.58)% (224,951) 9,087,649 (4.95)%
Treasury Securi�es Sold Short (17,421) 865,709 (4.02)% (10,369) 504,886 (4.11)%
Total Interest Expense/Average Interest Bearing
Liabili�es $ (259,105) $ 9,529,893 (5.44)% $ (235,320) $ 9,592,535 (4.91)%

Net Interest Income/Net Interest Spread $ 12,300 (0.49)% $ 17,750 (0.31)%
Net Yield on Interest Earning Assets 0.22 % 0.32 %
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The yield on our assets is most significantly affected by the rate of repayments on our Agency Securi�es. The following graph shows the annualized CPR on a
monthly basis for the quarterly periods ended on the dates shown below.

Other Income (Loss)

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
Other Income (Loss):

Realized loss on sale of available for sale Agency Securi�es (reclassified from
Comprehensive Income (Loss)) $ — $ — $ — $ (7,471)
Loss on Agency Securi�es, trading (112,870) (157,659) (250,619) (37,293)
Gain on U.S. Treasury Securi�es 19,149 11,933 30,071 79 
Gain on deriva�ves, net 49,682 194,190 206,130 59,790 

Total Other Income (Loss) $ (44,039) $ 48,464 $ (14,418) $ 15,105 

Three and Six Months Ended June 30, 2024 vs. Three and Six Months Ended June 30, 2023

• During the first quarter of 2023, we sold the remaining balance of our Available for Sale Securi�es which resulted in a realized loss of $(7,471).
• Loss on Agency Securi�es, trading, includes mark to market changes in the fair value of our securi�es as well as the gain (loss) on sales.

◦ For the three and six months ended June 30, 2024, the change in fair value of the securi�es was $(14,989) and $(150,112) compared to $(44,403)
and $246,118 for the three and six months ended June 30, 2023, respec�vely.
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◦ Sales of our Agency Securi�es, trading resulted in realized losses of $(97,881) and $(100,507) and $(113,256) and $(283,411) for the three and six
months ended June 30, 2024 and June 30, 2023, respec�vely.

◦ During the three and six months ended June 30, 2024, we sold $3,154,026 and $3,537,870 of Agency Securi�es, trading. During the three and six
months ended June 30, 2023 we sold Agency Securi�es, trading of $3,050,412 (including $94,825 of receivable for unse�led sales) and $3,818,535,
respec�vely.

• Gain on U.S. Treasury Securi�es resulted from the change in fair value of the securi�es as well as the gain (loss) on sales. For the three and six months ended
June 30, 2024 and June 30, 2023, the change in fair value of the securi�es was $12,476 and $27,609 and $11,933 and $5,468, respec�vely. For the three and
six months ended June 30, 2024, we sold short $772,253 and $869,257 of U.S. Treasury Securi�es resul�ng in realized gains of $6,673 and $2,462,
respec�vely. For the three and six months ended June 30, 2023, we sold $0 and $(613,852) of U.S. Treasury Securi�es resul�ng in losses of $0 and $(5,389),
respec�vely.

• Gain on Deriva�ves resulted from a combina�on of the following:
◦ Changes in fair value due to interest rate movements.
◦ Interest rate swap contracts' aggregate no�onal balance increased from $6,786,000 at December 31, 2023 to $8,286,000 at June 30, 2024.

Expenses

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
Expenses:

Management fees $ 9,807 $ 9,392 $ 19,610 $ 18,636 
Compensa�on 1,135 1,261 2,572 2,420 
Other opera�ng 1,988 2,036 12,834 3,496 

Total Expenses $ 12,930 $ 12,689 $ 35,016 $ 24,552 
Less management fees waived (1,650) (1,650) (3,300) (3,300)

Total Expenses a�er fees waived $ 11,280 $ 11,039 $ 31,716 $ 21,252 

The Company is managed by ACM, pursuant to a management agreement. The management fees are determined based on gross equity raised. Therefore,
management fees increase when we raise capital and decline when we repurchase previously issued stock and distribute liquida�on distribu�ons as approved and so
designated by a majority of the Board. However, because the management fee rate decreases to 0.75% per annum for gross equity raised in excess of $1.0 billion
pursuant to the management agreement, the effec�ve management fee rate declines as equity is raised. The cost of repurchased stock and any dividends specifically
designated by the Board as liquida�on distribu�ons will reduce the amount of gross equity raised used to calculate the monthly management fee. Realized and
unrealized gains and losses do not affect the amount of gross equity raised. At June 30, 2024 and June 30, 2023, the effec�ve management fee, prior to management
fees waived, was 0.93% and 0.94% based on gross equity raised of $4,230,675 and $4,042,078, respec�vely. During each of the three and six months ended June 30,
2024 and June 30, 2023 ACM voluntarily waived management fees of $(1,650) and $3,300, respec�vely (see Note 14 - Related Party Transac�ons).

Compensa�on includes non-execu�ve director compensa�on as well as the restricted stock units awarded to our Board and execu�ve officers directly or
through ACM. The fluctua�on from year to year is due to the number of awards ves�ng.
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Other Opera�ng expenses include:

• For the six months ended June 30, 2024, other expenses included $9,010 of expenses related to the Special Commi�ee internal inves�ga�on in the first
quarter of 2024.

• Fees for market and pricing data, analy�cs and risk management systems and por�olio related data processing costs as well as stock exchange lis�ng fees and
similar stockholder related expenses, net of other miscellaneous income.

• Professional fees for securi�es clearing, legal, audit and consul�ng costs that are generally driven by the size and complexity of our securi�es por�olio, the
volume of transac�ons we execute and the extent of research and due diligence ac�vi�es we undertake on poten�al transac�ons.

• Insurance premiums for both general business and directors and officers liability coverage fluctuate from year to year due to changes in premiums.

Taxable Income

As a REIT that regularly distributes all of its taxable income, we are generally not required to pay federal income tax (see Note 13 to the consolidated financial
statements).

Realized gains and losses on interest rate contracts and treasury futures terminated before their maturity are deferred and amor�zed over the remainder of
the original term of the contract for REIT taxable income. At June 30, 2024 and December 31, 2023, we had approximately $(227,619) and $(247,349), respec�vely, of
net deduc�ble expense rela�ng to previously terminated interest rate swap and treasury futures/shorts contracts amor�zing through the year 2034. At June 30, 2024,
we had $257,341 of net opera�ng loss carryforwards available for use indefinitely. For 2024, we forecast that es�mated ordinary REIT taxable income will be posi�ve.
This would likely result in Series C Preferred Stock dividends for 2024 being treated as fully taxable ordinary income. Common stock dividends for 2024 are expected to
par�ally be treated as taxable ordinary income.

Comprehensive Income (Loss)

Comprehensive Income (loss) is comprised of net income (loss) and all changes to the statements of stockholders’ equity, except those due to investments by
stockholders, changes in addi�onal paid-in capital and distribu�ons to stockholders (see Note 12 to the consolidated financial statements).

Financial Condi�on

Investment In Securi�es

Our securi�es por�olio consists of Agency Securi�es backed by fixed rate home loans. Our charter permits us to invest in MBS backed by fixed rate, hybrid
adjustable rate and adjustable rate home loans as well as unsecured notes and bonds issued by GSEs, U.S. Treasuries and money market instruments, subject to
certain income tests we must sa�sfy for our qualifica�on as a REIT. Our TBA Agency Securi�es are reported at net carrying value and are reported in Deriva�ves, at fair
value on our consolidated balance sheets (see Note 7 to the consolidated financial statements).

Agency Securi�es:

Agency Security purchase and sale transac�ons, including purchases and sales for forward se�lement, are recorded on the trade date to the extent it is
probable that we will take or make �mely physical delivery of the related securi�es. Gains or losses realized from the sale of securi�es are included in income and are
determined using the specific iden�fica�on method. We typically purchase Agency Securi�es at premium prices. The premium price paid over par value on those
assets is expensed as the underlying mortgages experience repayment or prepayment. The lower the prepayment rate, the lower the amount of amor�za�on expense
for a par�cular period. Accordingly, the yield on an asset and earnings are higher. If prepayment rates increase, the amount of amor�za�on expense for a par�cular
period will go up. These increased prepayment rates would act to decrease the yield on an asset and would decrease earnings.
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Our net interest income is primarily a func�on of the difference between the yield on our assets and the financing (borrowing and hedging) cost of owning
those assets. Since we tend to purchase Agency Securi�es at a premium to par, the main item that can affect the yield on our Agency Securi�es a�er they are
purchased is the rate at which the mortgage borrowers repay the loan. While the scheduled repayments, which are the principal por�on of the homeowners’ regular
monthly payments, are fairly predictable, the unscheduled repayments, which are generally refinancing of the mortgage but can also result from repurchases of
delinquent, defaulted, or modified loans, are less so. Being able to accurately es�mate and manage these repayment rates is a cri�cal por�on of the management of
our securi�es por�olio, not only for es�ma�ng current yield but also for considering the rate of reinvestment of those proceeds into new securi�es, the yields on
those new securi�es and the impact of the repayments on our hedging strategy.

TBA Agency Securi�es:

We account for TBA Agency Securi�es as deriva�ve instruments if it is reasonably possible that we will not take or make physical delivery of the Agency
Security upon se�lement of the contract. TBA Agency Securi�es are forward contracts for the purchase (“long posi�on”) or sale (“short posi�on”) of Agency Securi�es
at a predetermined price, face amount, issuer, coupon and stated maturity on an agreed-upon future date. The specific Agency Securi�es delivered pursuant to the
contract upon the se�lement date, published each month by the Securi�es Industry and Financial Markets Associa�on, are not known at the �me of the transac�on.
We es�mate the fair value of TBA Agency Securi�es based on similar methods used to value our Agency Securi�es. TBA Agency Securi�es are included in the table
below on a gross basis, as applicable, since they can be used to establish and finance por�olio posi�ons in Agency Securi�es.

The tables below summarize certain characteris�cs of our investments in securi�es at June 30, 2024 and December 31, 2023.

June 30, 2024 Principal Amount Amor�zed Cost

Gross
Unrealized
Gain (Loss) Fair Value CPR 

Weighted
Average

Months to
Maturity Percent of Total

Agency Fixed Rates ≥ 181 months
2.5% 508,586 417,755 (1,049) 416,706 2.5 % 333 4.1 %
3.0% 395,909 340,853 (2,987) 337,866 2.4 % 322 3.4 %
3.5% 859,189 841,258 (76,759) 764,499 7.3 % 334 7.6 %
4.0% 1,087,381 1,080,546 (79,317) 1,001,229 6.2 % 335 9.9 %
4.5% 1,017,520 1,008,482 (45,881) 962,601 6.3 % 337 9.5 %
5.0% 1,002,764 991,292 (17,167) 974,125 6.2 % 343 9.7 %
5.5% 1,981,831 1,991,535 (24,433) 1,967,102 8.1 % 345 19.5 %
6.0% 1,802,404 1,840,528 (24,666) 1,815,862 10.7 % 343 18.0 %
6.5% 604,927 619,370 (1,479) 617,891 13.6 % 353 6.1 %

Total Agency Securi�es $ 9,260,511 $ 9,131,619 $ (273,738) $ 8,857,881 87.8 %
TBA Agency Securi�es 

30 Year Long, 2.5% $ 500,000 $ 408,121 $ 1,337 $ 409,458 n/a n/a 4.1 %
30 Year Long, 3.0% $ 600,000 $ 509,039 $ 2,364 $ 511,403 n/a n/a 5.1 %
30 Year Long 6.5% $ 300,000 $ 304,195 $ (18) $ 304,177 n/a n/a 3.0 %

Total TBA Agency Securi�es $ 1,400,000 $ 1,221,355 $ 3,683 $ 1,225,038 n/a n/a 12.2 %
Totals $ 10,660,511 $ 10,352,974 $ (270,055) $ 10,082,919 100.0 %

(1) Weighted average CPR during the quarter for the securi�es owned at June 30, 2024. Nega�ve CPR can occur if payments are not made on the first of the month
and the scheduled principal amount is not received.

(1)

(2)
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(2) Our TBA Agency Securi�es were recorded as deriva�ve instruments in our accompanying consolidated financial statements. Our TBA Agency Securi�es were
reported at net carrying values of $14,644, at June 30, 2024 and were reported in Deriva�ves, at fair value on our consolidated balance sheets (see Note 7 to the
consolidated financial statements).

December 31, 2023 Principal Amount Amor�zed Cost

Gross
Unrealized
Gain (Loss) Fair Value CPR 

Weighted
Average

Months to
Maturity

Percent of
Total

Agency Fixed Rates ≥ 181 months
3.5% 1,181,289 1,157,554 (70,416) 1,087,138 3.7 % 340 9.5 %
4.0% 1,130,222 1,123,331 (49,895) 1,073,436 4.5 % 341 9.4 %
4.5% 1,054,481 1,045,143 (21,283) 1,023,860 3.8 % 343 8.9 %
5.0% 1,620,054 1,609,875 (1,517) 1,608,358 4.0 % 347 14.0 %
5.5% 3,280,469 3,294,740 10,566 3,305,306 4.3 % 351 28.8 %
6.0% 2,416,172 2,458,340 2,515 2,460,855 5.3 % 350 21.5 %
6.5% 52,896 54,259 566 54,825 6.0 % 348 0.4 %

Other Agency Securi�es
Agency CMBS $ 542,578 $ 540,138 $ 5,838 $ 545,976 n/a 115 4.8 %

Total Agency Securi�es $ 11,278,161 $ 11,283,380 $ (123,626) $ 11,159,754 4.2 % 336 97.3 %
TBA Agency Securi�es
30 Year Long, 6.0% $ 300,000 $ 303,223 $ 1,816 $ 305,039 n/a n/a 2.7 %
Total Investments in Securi�es $ 11,578,161 $ 11,586,603 $ (121,810) $ 11,464,793 n/a n/a 100.0 %

(1) Weighted average CPR during the fourth quarter for the securi�es owned at December 31, 2023. Nega�ve CPR can occur if payments are not made on the first of
the month and the scheduled principal amount is not received.

(2) Our TBA Agency Securi�es were recorded as deriva�ve instruments in our accompanying consolidated financial statements. Our TBA Agency Securi�es were
reported at net carrying values of $1,816, at December 31, 2023 and were reported in Deriva�ves, at fair value on our consolidated balance sheets (see Note 7 to
the consolidated financial statements).

(1)

(2)
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The following tables summarize changes in our investments in securi�es as of June 30, 2024 and December 31, 2023, excluding TBA Agency Securi�es (see
Note 7 to the consolidated financial statements).

Trading Securi�es

Agency U.S. Treasuries
U.S. Treasury

Securi�es Sold Short
June 30, 2024
Balance, December 31, 2023 $ 11,159,754 $ — $ (355,322)

Purchases 1,933,493 — 869,257 
Proceeds from sales (3,537,870) — (1,050,020)
Receivable for unse�led sales — — — 
Principal repayments (445,368) — — 
Gains (losses) (250,619) — 30,071 
Accrued interest payable — — 1,411 
Amor�za�on of purchase premium (1,509) — — 

Balance, June 30, 2024 $ 8,857,881 $ — $ (504,603)

Percentage of Por�olio 100.00 % — %

(1) Purchases include cash paid during the period, plus payable for investment securi�es purchased during the period as of period end.

Available for Sale
Securi�es Trading Securi�es

December 31, 2023 Agency Agency U.S. Treasuries
U.S. Treasury

Securi�es Sold Short
Balance, December 31, 2022 $ 187,944 $ 8,010,647 $ — $ (506,074)

Purchases — 10,106,910 624,039 841,709 
Proceeds from sales (189,931) (6,100,661) (618,520) (651,621)
Principal repayments (1,997) (801,161) — — 
Gains (losses) 4,056 (52,665) (5,388) (37,705)
Accrued interest payable — — — (1,631)
Amor�za�on of purchase premium (72) (3,316) (131) — 

Balance, December 31, 2023 $ — $ 11,159,754 $ — $ (355,322)
Percentage of Por�olio — % 100.00 % — %

(1) Purchases include cash paid during the period, plus payable for investment securi�es purchased during the period as of period end.

Repurchase Agreements, net

We have entered into repurchase agreements to finance the majority of our MBS. Our repurchase agreements are secured by our MBS and bear interest at
rates that have moved in close rela�onship to the Fed Funds Rate and SOFR. We have established borrowing rela�onships with numerous investment banking firms
and other lenders, 14 of which had open repurchase agreements with us at June 30, 2024 and December 31, 2023. We had outstanding balances under our
repurchase agreements, net at June 30, 2024 and December 31, 2023 of $7,071,767 and $9,647,982, respec�vely, consistent with the decrease in our MBS in our
securi�es por�olio. At June 30, 2024 and December 31, 2023, BUCKLER accounted for 56.5% and 48.4%, respec�vely, of our aggregate borrowings and had an amount
at risk of 7.8% and 8.1%,

(1)

(1)
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respec�vely, of our total stockholders' equity with a weighted average maturity of 13 days and 12 days, respec�vely, on repurchase agreements (see Note 6 to the
consolidated financial statements).

Our repurchase agreements require excess collateral, known as a “haircut.” At June 30, 2024, the average haircut percentage was 2.73% compared to 2.74%
at December 31, 2023.

Deriva�ve Instruments

We use various contracts to manage our interest rate risk as we deem prudent in light of market condi�ons and the associated costs with counterpar�es that
have a high quality credit ra�ng and with futures exchanges. We generally pay a fixed rate and receive a floa�ng rate with the objec�ve of fixing a por�on of our
borrowing costs and hedging the change in our book value to some degree. The floa�ng rate we receive is generally the Fed Funds Rate or SOFR. We had contractual
commitments under deriva�ves at June 30, 2024 and December 31, 2023. At June 30, 2024 and December 31, 2023, we had deriva�ves with a net fair value of
$955,532 and $872,376, respec�vely (see Note 7 to the consolidated financial statements).

At June 30, 2024, we had interest rate swap contracts with an aggregate no�onal balance of $8,286,000, a weighted average swap rate of 1.93% and a
weighted average term of 63 months. At December 31, 2023, we had interest rate swap contracts with an aggregate no�onal balance of $6,786,000, a weighted
average swap rate of 1.37% and a weighted average term of 68 months. We also had TBA Agency Securi�es with an aggregate no�onal balance of $1,400,000 and
$300,000 at June 30, 2024 and December 31, 2023, respec�vely (see Note 7 to the consolidated financial statements).

The following table details the changes in the fair value of our interest rate swap contracts for the six months ended June 30, 2024 and for the year ended
December 31, 2023.

Interest Swap Contracts

For the Six Months
Ended

June 30, 2024
For the Year Ended
December 31, 2023

Net Balance, beginning of period $ 870,560 $ 983,659 
Net interest rate swap contract payments received (132,080) (133,863)
Interest rate swap income accrued 203,443 397,468 
Interest rate swap expense accrued (86,102) (180,585)
Unrealized gains (losses) 73,120 (158,584)
Loss (gain) on early termina�ons 12,372 (37,535)

Net Balance, end of period $ 941,313 $ 870,560 

Our policies do not contain specific requirements as to the percentages or amount of interest rate risk that we are required to hedge. No assurance can be
given that our deriva�ves will have the desired beneficial impact on our results of opera�ons or financial condi�on. We have not elected cash flow hedge accoun�ng
treatment as allowed by GAAP. Since we do not designate our deriva�ve ac�vi�es as cash flow hedges, realized as well as unrealized gains/losses from these
transac�ons will impact our GAAP earnings.

Use of deriva�ve instruments may fail to protect or could adversely affect us because, among other things:

• available deriva�ves may not correspond directly with the interest rate risk for which protec�on is sought (e.g., the difference in interest rate movements for
long-term U.S. Treasury Securi�es compared to Agency Securi�es);

• the dura�on of the deriva�ves may not match the dura�on of the related liability;
• the counterparty to a deriva�ve agreement with us may default on its obliga�on to pay or not perform under the terms of the agreement and the collateral

posted may not be sufficient to protect against any consequent loss;
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• we may lose collateral we have pledged to secure our obliga�ons under a deriva�ve agreement if the associated counterparty becomes insolvent or files for
bankruptcy;

• we may experience a termina�on event under one or more of our deriva�ve agreements related to our REIT status, equity levels and performance, which
could result in a payout to the associated counterparty and a taxable loss to us;

• the credit-quality of the party owing money on the deriva�ves may be downgraded to such an extent that it impairs our ability to sell or assign our side of the
hedging transac�on; and

• the value of deriva�ves may be adjusted from �me to �me in accordance with GAAP to reflect changes in fair value; downward adjustments, or “mark-to-
market losses,” would reduce our net income or increase any net loss.

Although we a�empt to structure our deriva�ves to offset the changes in asset prices, the complexity of the actual and expected prepayment characteris�cs
of the underlying mortgages as well as the vola�lity in mortgage interest rates rela�ve to U.S. Treasury and interest rate swap contract rates makes achieving high
levels of offset difficult. We recognized net gains related to our deriva�ves of $49,682 and $206,130 and $194,190 and $59,790, for the three and six months ended
June 30, 2024 and June 30, 2023, respec�vely.

As required by the Dodd-Frank Act, the Commodity Futures Trading Commission has adopted rules requiring certain interest rate swap contracts to be cleared
through a deriva�ves clearing organiza�on. We are required to clear certain new interest rate swap contracts. Centrally-cleared interest rate swaps may have higher
margin requirements than bilateral interest rate swaps. We have established an account with a futures commission merchant for this purpose. During the six months
ended June 30, 2024, we entered into $2,775,000 no�onal amount of centrally-cleared interest rate swap contracts. At December 31, 2023, we had $1,275,000
no�onal amount of centrally-cleared interest rate swap contracts.

We are required to account for our TBA Agency Securi�es as deriva�ves when it is reasonably possible that we will not take or make �mely physical delivery
of the related securi�es. However, from �me to �me, we use TBA Agency Securi�es primarily to effec�vely establish por�olio posi�ons. See the sec�on, "TBA Agency
Securi�es" above.
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The following graphs present the no�onal and weighted average interest rate of our interest rate swap contracts by year of maturity.



44

ARMOUR Residen�al REIT, Inc.
Management’s Discussion and Analysis (con�nued)

Liquidity and Capital Resources

 At June 30, 2024, our liquidity totaled $630,180, consis�ng of $126,562 of cash and cash equivalents plus $503,618 of unencumbered Agency Securi�es and
U.S. government securi�es (including securi�es received as reverse margin collateral). Our primary sources of funds are borrowings under repurchase arrangements,
monthly principal and interest payments on our MBS and cash generated from our opera�ng results. Other poten�al sources of liquidity include our automa�c shelf
registra�on filed with the SEC, pursuant to which we may offer an unspecified amount of shares of our common stock, preferred stock, warrants, depositary shares
and debt securi�es. During the six months ended June 30, 2024, we repurchased 70 common shares under our current repurchase authoriza�on for a cost of $(1,344)
(refer to Note 10 and Note 14 to the consolidated financial statements).

We generally maintain liquidity to pay down borrowings under repurchase arrangements to reduce borrowing costs and otherwise efficiently manage our
long-term investment capital. Because the level of our borrowings can be adjusted on a daily basis, the level of cash and cash equivalents carried on our consolidated
balance sheet is significantly less important than our poten�al liquidity available under our borrowing arrangements. We con�nue to pursue addi�onal lending
counterpar�es in order to help increase our financial flexibility and ability to withstand periods of contrac�ng liquidity in the credit markets.

In addi�on to the repurchase agreement financing discussed above, from �me to �me we have entered into reverse repurchase agreements with certain of
our repurchase agreement counterpar�es. Under a typical reverse repurchase agreement, we purchase U.S. Treasury Securi�es from a borrower in exchange for cash
and agree to sell the same securi�es back in the future. We then sell such U.S. Treasury Securi�es to third par�es and recognize a liability to return the securi�es to
the original borrower. Reverse repurchase agreement receivables and repurchase agreement liabili�es are presented net when they meet certain criteria, including
being with the same counterparty, being governed by the same MRA, se�lement through the same brokerage or clearing account and maturing on the same day. The
prac�cal effect of these transac�ons is to replace a por�on of our repurchase agreement financing of our MBS in our securi�es por�olio with short posi�ons in U.S.
Treasury Securi�es. We believe that this helps to reduce interest rate risk, and therefore counterparty credit and liquidity risk. Both par�es to the repurchase and
reverse repurchase transac�ons have the right to make daily margin calls based on changes in the value of the collateral obtained and/or pledged. At June 30, 2024,
we had $498,813 ($448,313 of which were with BUCKLER) and at December 31, 2023 we had $353,937 (all of which were with BUCKLER), in reverse repurchase
agreements. At June 30, 2024 and December 31, 2023, we had obliga�ons to return securi�es received as collateral associated with our reverse repurchase
agreements of $500,965 and $350,273, respec�vely.

Our primary uses of cash are to purchase MBS, pay interest and principal on our borrowings, fund our opera�ons and pay dividends. From �me to �me, we
purchase or sell assets for forward se�lement up to 90 days in the future to lock in purchase prices or sales proceeds. At June 30, 2024 and December 31, 2023, we
financed our securi�es por�olio with $7,071,767 and $9,647,982 of borrowings under repurchase agreements. We generally seek to borrow (on a recourse basis)
between six and ten �mes the amount of our total stockholders’ equity. Our debt to equity ra�os at June 30, 2024 and December 31, 2023, were 6.09:1 and 7.59:1,
respec�vely, as we subs�tuted Agency MBS for TBA Agency Securi�es. Our leverage ra�os, including no�onal on our TBA Agency Securi�es, were 7.14:1 and 7.83:1 at
June 30, 2024 and December 31, 2023, respec�vely. Implied leverage, including TBA Securi�es and forward se�ling sales and unse�led purchases was 7.44:1 and
7.96:1 at June 30, 2024 and December 31, 2023, respec�vely.
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Securi�es Por�olio Ma�ers

For the Six Months Ended June 30,
2024 2023

Securi�es purchased using proceeds from repurchase agreements and principal repayments $ 1,933,493 $ 8,141,407 
Average securi�es por�olio (includes TBA Agency Securi�es) $ 11,149,695 $ 11,272,925 
Cash received from principal repayments on MBS $ 445,368 $ 404,010 
Net cash (decrease) increase from repurchase agreements, net $ (2,576,215) $ 2,658,271 
Cash interest payments made on liabili�es $ 335,057 $ 269,691 
Cash and cash collateral posted to counterpar�es provided by opera�ng ac�vi�es $ 123,894 $ 45,298 

(1) The increase in cash and cash collateral posted to counterpar�es related to opera�ng ac�vi�es from 2023 to 2024 is related to exi�ng certain MBS posi�ons.

Other Contractual Obliga�ons

The Company is managed by ACM, pursuant to a management agreement (see Note 8 and Note 14 to the consolidated financial statements). The
management agreement runs through December 31, 2029 and is therea�er automa�cally renewed for an addi�onal five-year term unless terminated under certain
circumstances.

The following table reconciles the fees incurred in accordance with the management agreement for the three and six months ended June 30, 2024 and June
30, 2023 (see Note 8 to the consolidated financial statements).

For the Three Months Ended June
30, For the Six Months Ended June 30,

2024 2023 2024 2023
ARMOUR management fees $ 9,807 $ 9,377 $ 19,614 $ 18,605 
Less management fees waived (1,650) (1,650) (3,300) (3,300)
Total management fee expense $ 8,157 $ 7,727 $ 16,314 $ 15,305 

We adopted the 2009 Stock Incen�ve Plan (as amended, the “Plan”) to a�ract, retain and reward directors and other persons who provide services to us in
the course of opera�ons. The Plan authorizes the Board to grant awards including common stock, restricted shares of common stock (“RSUs”), stock op�ons,
performance shares, performance units, stock apprecia�on rights and other equity and cash-based awards (collec�vely, “Awards”), subject to terms as provided in the
Plan. At June 30, 2024, there were 228 shares available for future issuance under the Plan.

At June 30, 2024, there was approximately $7,823 of unvested stock based compensa�on related to the Awards (based on a weighted grant date price of
$38.76 per share), which we expect to recognize as an expense as follows: for the remainder of 2024 an expense of $1,667, in 2025 an expense of $1,986, and
therea�er an expense of $4,170. Our policy is to account for forfeitures as they occur. We also pay each of our non-execu�ve Board members quarterly fees, which are
payable in cash, common stock, RSUs or a combina�on of common stock, RSUs and cash at the op�on of the director. Compensa�on to be paid to our non-execu�ve
Board in the form of cash and common equity is $1,219 annually (see Note 9 to the consolidated financial statements).

We currently believe that we have sufficient liquidity and capital resources available for the acquisi�on of addi�onal investments, repayments on repurchase
borrowings, reacquisi�on of securi�es to be returned to borrowers and the payment of cash dividends as required for con�nued qualifica�on as a REIT.

(1)



46

ARMOUR Residen�al REIT, Inc.
Management’s Discussion and Analysis (con�nued)

Repurchase Agreements, net

Declines in the value of our Agency Securi�es por�olio can trigger margin calls by our lenders under our repurchase agreements. An event of default or
termina�on event under the standard MRA would give our counterparty the op�on to terminate all repurchase transac�ons exis�ng with us and require any amount
due to be payable immediately.

Changing capital or other financial market regulatory requirements may cause our lenders to exit the repurchase market, increase financing rates, �ghten
lending standards or increase the amount of required equity capital or haircut we post, any of which could make it more difficult or costly for us to obtain financing.

The following graph represents the outstanding balances of our repurchase agreements (before the effect of ne�ng reverse repurchase agreements), which
finance most of our MBS. Our repurchase agreements balance will fluctuate based on our change in capital, leverage targets and the market prices of our assets
(including the effects of principal paydowns) and the level and �ming of investment and reinvestment ac�vity (see Note 6 and Note 14 to the consolidated financial
statements).
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Effects of Margin Requirements, Leverage and Credit Spreads

Our MBS have values that fluctuate according to market condi�ons and, as discussed above, the market value of our MBS will decrease as prevailing interest
rates or credit spreads increase. When the value of the securi�es pledged to secure a repurchase agreement decreases to the point where the posi�ve difference
between the collateral value and the loan amount is less than the haircut, our lenders may issue a margin call, which requires us to pay the difference in cash or pledge
addi�onal collateral to meet the obliga�ons under our repurchase agreements. Under our repurchase facili�es, our lenders have full discre�on to determine the value
of the MBS we pledge to them. Most of our lenders will value securi�es based on recent trades in the market. Lenders also issue margin calls as the published current
principal balance factors change on the pool of mortgages underlying the securi�es pledged as collateral when scheduled and unscheduled principal repayments are
announced monthly.

Forward-Looking Statements Regarding Liquidity

Based on our current por�olio, leverage rate and available borrowing arrangements, we believe that our cash flow from opera�ons and our ability to make
�mely por�olio adjustments will be sufficient to enable us to meet an�cipated short-term (one year or less) liquidity requirements such as to fund our investment
ac�vi�es, meet our financing obliga�ons, pay fees under the management agreement and fund our distribu�ons to stockholders and pay general corporate expenses.

We may increase our capital resources by obtaining long-term credit facili�es or making public or private offerings of equity or debt securi�es, including
classes of preferred stock, common stock and senior or subordinated notes to meet our liquidity requirements. As of the date hereof, we have "at-the-market" offering
programs with 3,153 shares of 7.00% Series C Cumula�ve Redeemable Preferred Stock available under the Preferred C ATM Sales Agreement and 11,671 shares of
common stock remain available under the 2023 Common stock ATM Sales Agreement. In accordance with the terms of these agreements, we may offer and sell shares
of stock over a period of �me and from �me to �me, with BUCKLER and other agents as sales agents (see Note 10 to the consolidated financial statements). These
liquidity requirements include maturing repurchase agreements, se�ling TBA Agency Security posi�ons and poten�ally making net payments on our interest rate swap
contracts, and in each case, con�nuing to meet ongoing margin requirements. Such financing will depend on market condi�ons for capital raises and for the
investment of any proceeds and there can be no assurances that we will successfully obtain any such financing.

Stockholders’ Equity

See Note 10 to the consolidated financial statements.

 Cri�cal Accoun�ng Policies

Valua�on

Fair value is based on valua�ons obtained from third-party pricing services and/or dealer quotes. The third-party pricing services use common market pricing
methods that include valua�on models which incorporate such factors as coupons, collateral type, bond structure, historical and projected future prepayment speeds,
priority of payments, historical and projected future delinquency rates and default severi�es, spread to the Treasury curve and interest rate swap curves, dura�on,
periodic and life caps and credit enhancement. If the fair value of the MBS is not available from the third-party pricing services or such data appears unreliable, we
obtain pricing indica�ons from up to three dealers who make markets in similar MBS. Management reviews pricing used to ensure that current market condi�ons are
properly reflected. This review includes, but is not limited to, comparisons of similar market transac�ons or alterna�ve third-party pricing services, dealer pricing
indica�ons and comparisons to a third-party pricing model.

Valua�on modeling is required because each individual MBS pool is a separately iden�fied security with individual combina�ons of characteris�cs that
influence market pricing. While the Agency Security market is generally very ac�ve and liquid within the context of broader classes of MBS, any par�cular security will
likely trade infrequently. Our interest rate
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contracts are bilateral contracts with individual dealers and counterpar�es and are not cleared through recognized clearing organiza�ons. Valua�on models for these
posi�ons rely on informa�on from the ac�ve and liquid general interest rate swap market to infer the value of these unique posi�ons.

From �me to �me, we challenge the informa�on and valua�ons we receive from third-party pricing services. Occasionally, the third-party pricing services
revise their informa�on or valua�ons as a result of such challenges. While we have concluded that the fair values reflected in the financial statements are appropriate,
there is no way to verify that the par�cular fair value es�mated for any individual posi�on represents the price at which it may actually be bought or sold at any given
date.

Fair value for our U.S. Treasury Securi�es is based on obtaining a valua�on for each U.S. Treasury Security from third-party pricing services and/or dealer
quotes.

We update our fair value es�mates at the end of each business day to reflect current market dynamics. During �mes of high market vola�lity, it can be
difficult to obtain accurate market informa�on �mely, and accordingly, the confidence interval around our valua�on es�mates will increase, poten�ally significantly.
During the three and six months ended June 30, 2024, the largest inter-day movement was the overall es�mated values of our investment and hedge posi�ons
translated to a change in es�mated book value of $(0.52) per common share. Similarly, 95% of inter-day movements in es�mated value translated to changes in
es�mated book value per share of $0.86 or less.

Infla�on

Virtually all of our assets and liabili�es are interest rate-sensi�ve in nature. As a result, interest rates and other factors influence our performance far more
than infla�on. Changes in interest rates do not necessarily correlate with infla�on rates or changes in infla�on rates. Our financial statements are prepared in
accordance with GAAP and any distribu�ons we may make will be determined by our Board based in part on our REIT taxable income as calculated according to the
requirements of the Code; in each case, our ac�vi�es and balance sheet are measured with reference to fair value without considering infla�on.

Subsequent Events

See Note 15 to the consolidated financial statements.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The forward-looking statements in this report are based on our beliefs, assump�ons and expecta�ons of our future performance, taking into account all
informa�on currently available to us. These beliefs, assump�ons and expecta�ons are subject to risks and uncertain�es and can change as a result of many possible
events or factors, not all of which are known to us. If a change occurs, our business, financial condi�on, liquidity and results of opera�ons may vary materially from
those expressed in our forward-looking statements. See Part I, Item 1A. "Risk Factors" of our most recent Annual Report on Form 10-K. You should carefully consider
these risks before you make an investment decision with respect to our stock, along with the following factors that could cause actual results to vary from our forward-
looking statements:

• changes in interest rates, interest rate spreads and the yield curve or prepayment rates;
• the geopoli�cal situa�on as a result of the war between Russia and Ukraine, as well as the outbreak of hos�li�es in the Middle East, may con�nue to

adversely affect the U.S. economy, which may lead the Fed to take ac�ons that may impact our business;
• the impact of the federal conservatorship of Fannie Mae and Freddie Mac and related efforts, along with any changes in laws and regula�ons affec�ng the

rela�onship between Fannie Mae and Freddie Mac and the federal government and the Fed system;
• the possible material adverse effect on our business if the U.S. Congress passed legisla�on reforming or winding down Fannie Mae or Freddie Mac;
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• mortgage loan modifica�on programs and future legisla�ve ac�on;
• ac�ons by the Fed which could cause a change of the yield curve, which could materially adversely affect our business, financial condi�on and results of

opera�ons and our ability to pay distribu�ons to our stockholders;
• the impact of a delay or failure of the U.S. Government in reaching an agreement on the na�onal debt ceiling;
• availability, terms and deployment of capital;
• extended trade disputes with foreign countries;
• changes in economic condi�ons generally;
• the impact of COVID-19 or a new pandemic on our opera�ons;
• general vola�lity of the financial markets, including markets for mortgage securi�es;
• a downgrade of the U.S. Government's or certain European countries' credit ra�ngs and future downgrades of the U.S. Government's or certain European

countries' credit ra�ngs may materially adversely affect our business, financial condi�on and results of opera�ons;
• our inability to maintain the level of non-taxable returns of capital through the payment of dividends to our stockholders or to pay dividends to our

stockholders at all;
• infla�on or defla�on;
• the impact of a shutdown of the U.S. Government;
• availability of suitable investment opportuni�es;
• the degree and nature of our compe��on, including compe��on for MBS;
• changes in our business and investment strategy;
• our failure to maintain our qualifica�on as a REIT;
• our failure to maintain an exemp�on from being regulated as a commodity pool operator;
• our dependence on ACM and ability to find a suitable replacement if ACM was to terminate its management rela�onship with us;
• the existence of conflicts of interest in our rela�onship with ACM, BUCKLER, certain of our directors and our officers, which could result in decisions that are

not in the best interest of our stockholders;
• the poten�al for BUCKLER's inability to access a�rac�ve repurchase financing on our behalf or secure profitable third-party business;
• our management's and certain directors' compe�ng du�es to other affiliated en��es, which could result in decisions that are not in the best interest of our

stockholders;
• changes in personnel at ACM or the availability of qualified personnel at ACM;
• limita�ons imposed on our business by our status as a REIT under the Code;
• the poten�al burdens on our business of maintaining our exclusion from the 1940 Act and possible consequences of losing that exclusion;
• changes in GAAP, including interpreta�ons thereof;
• changes in applicable laws and regula�ons; and
• changes in effec�veness of our controls

We cannot guarantee future results, levels of ac�vity, performance or achievements. You should not place undue reliance on forward-looking statements,
which apply only as of the date of this report. We do not intend and disclaim any duty or obliga�on to update or revise any industry informa�on or forward-looking
statements set forth in this report to reflect new informa�on, future events or otherwise, except as required under the U.S. federal securi�es laws.
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Term Defini�on

2023 Common stock ATM
Sales Agreement

An equity sales agreement that we entered into on July 26, 2023 with BUCKLER, JonesTrading Ins�tu�onal Services LLC, Ci�zens JMP
Securi�es, LLC (formerly JMP Securi�es LLC), Ladenburg Thalmann & Co. Inc. and B. Riley Securi�es, Inc., as sales agents, as amended
on October 25, 2023 to add StockBlock Securi�es LLC as a sales agent, as further amended on June 20, 2024 to add BTIG, LLC as a
sales agent, pursuant to which we may offer and sell over a period of �me and from �me to �me up to 15,000 shares of our common
stock, par value $0.001 per share.

Agency CMBS Commercial mortgage backed securi�es.
Agency Securi�es Securi�es issued or guaranteed by Fannie Mae, Freddie Mac and Ginnie Mae; interests in or obliga�ons backed by pools of fixed rate,

hybrid adjustable rate and adjustable rate mortgage loans.

Basis swap contracts Deriva�ve contracts that allow us to exchange one floa�ng interest rate basis for another, for example, Federal Funds Rate and SOFR,
thereby allowing us to diversify our floa�ng rate basis exposures.

Board ARMOUR’s Board of Directors.

BUCKLER A Delaware limited liability company, and a FINRA-regulated broker-dealer. The primary purpose of our investment in BUCKLER is to
facilitate our access to repurchase financing, on poten�ally more a�rac�ve terms (considering rate, term, size, haircut, rela�onship
and funding commitment) compared to other suitable repurchase financing counterpar�es.

CFO Chief Financial Officer and Controller of ARMOUR, Gordon Harper.

CME Chicago Mercan�le Exchange.
CEO Chief Execu�ve Officer of ARMOUR, Sco� Ulm.

Code The Internal Revenue Code of 1986.    

Common Stock Repurchase
Program

ARMOUR's common stock repurchase program originally authorized by our Board on December 17, 2012, as amended from �me to
�me.

CPR Constant prepayment rate.

Dodd-Frank Act The Dodd-Frank Wall Street Reform and Consumer Protec�on Act.

Exchange Act Securi�es Exchange Act of 1934.

Fannie Mae The Federal Na�onal Mortgage Associa�on.

Fed The U.S. Federal Reserve.

Federal Funds Rate Federal Funds Effec�ve Rate.
FINRA The Financial Industry Regulatory Authority. A private corpora�on that acts as a self-regulatory organiza�on.

Freddie Mac The Federal Home Loan Mortgage Corpora�on.

GAAP Accoun�ng principles generally accepted in the United States of America.

Ginnie Mae The Government Na�onal Mortgage Administra�on.

GSE A U.S. Government Sponsored En�ty. Obliga�ons of agencies originally established or chartered by the U.S. government to serve
public purposes as specified by the U.S. Congress; these obliga�ons are not explicitly guaranteed as to the �mely payment of principal
and interest by the full faith and credit of the U.S. government.

Haircut The weighted average margin requirement, or the percentage amount by which the collateral value must exceed the loan amount.
Among other things, it is a measure of our unsecured credit risk to our lenders.

Hybrid A mortgage that has a fixed rate for an ini�al term a�er which the rate becomes adjustable according to a specific schedule.

ISDA Interna�onal Swaps and Deriva�ves Associa�on.
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JAVELIN JAVELIN Mortgage Investment Corp., formerly a publicly-traded REIT. Since its acquisi�on on April 6, 2016, JAVELIN became a wholly-
owned, qualified REIT subsidiary of ARMOUR and con�nues to be managed by ACM pursuant to the pre-exis�ng management
agreement between JAVELIN and ACM.

MBS Mortgage backed securi�es. A security represen�ng a direct interest in a pool of mortgage loans. The pass-through issuer or servicer
collects the payments on the loans in the pool and “passes through” the principal and interest to the security holders on a pro rata
basis.

Merger The merger of JMI Acquisi�on Corpora�on with and into JAVELIN on April 6, 2016.

MRA Master repurchase agreement. A document that outlines standard terms between the Company and counterpar�es for repurchase
agreement transac�ons.

Mul�-Family MBS MBS issued under Fannie Mae's Delegated Underwri�ng System (DUS) program.

Preferred C ATM Sales
Agreement

An equity sales agreement that we entered into on January 20, 2020 with B. Riley Securi�es, Inc. (formerly B. Riley FBR, Inc.) and
BUCKLER, as sales agents, as amended on June 20, 2024 to add BTIG, LLC as a sales agent, pursuant to which we may offer and sell,
over a period of �me and from �me to �me, through one or more of the agents, up to 6,550 of Series C Preferred Stock.

REIT Real Estate Investment Trust. A special purpose investment vehicle that provides investors with the ability to par�cipate directly in the
ownership or financing of real-estate related assets by pooling their capital to purchase and manage mortgage loans and/or income
property.

Reverse Stock Split The one-for-five reverse stock split which was effec�ve September 29, 2023.
SEC The Securi�es and Exchange Commission.

SOFR Secured overnight funding rate. A measure of the cost of borrowing cash overnight collateralized by U.S. Treasury Securi�es.

TBA Agency Securi�es Forward contracts for the purchase (“long posi�on”) or sale (“short posi�on”) of Agency Securi�es at a predetermined price, face
amount, issuer, coupon and stated maturity on an agreed-upon future date.

TBA Drop Income The discount associated with TBA Agency Securi�es contracts which reflects the expected interest income on the underlying
deliverable Agency Securi�es, net of an implied financing cost, which would have been earned by the buyer if the TBA Agency
Securi�es contract had se�led on the next regular se�lement date instead of the forward se�lement date specified. TBA Drop Income
is calculated as the difference between the forward se�lement price of the TBA Agency Securi�es contract and the spot price of
similar TBA Agency Securi�es contracts for regular se�lement. The Company generally accounts for TBA Agency Securi�es contracts
as deriva�ves and TBA Drop Income is included as part of the periodic changes in fair value of the TBA Agency Securi�es that the
Company recognizes in the Other Income (Loss) sec�on of its Consolidated Statement of Opera�ons.

TRS Taxable REIT subsidiary.

U.S. United States.

1940 Act The Investment Company Act of 1940.
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We seek to create stockholder value through though�ul investment and risk management of a leveraged and diversified por�olio of MBS. While we do not
seek to avoid risk completely, we believe the risk can be quan�fied from historical experience and seek to ac�vely manage that risk, to earn sufficient compensa�on to
jus�fy taking those risks and to maintain capital levels consistent with the risks we undertake.

Interest Rate Risk

Our primary market risk is interest rate risk. Interest rates are highly sensi�ve to many factors, including governmental monetary and tax policies, domes�c
and interna�onal economic and poli�cal considera�ons and other factors beyond our control. Changes in the general level of interest rates can affect net interest
income, which is the difference between the interest income earned on our assets and the interest expense incurred in connec�on with our liabili�es, by affec�ng the
spread between the interest-earning assets and interest-bearing liabili�es. Changes in the level of interest rates also can affect the value of MBS and our ability to
realize gains from the sale of these assets. A decline in the value of the MBS pledged as collateral for borrowings under repurchase agreements could result in the
counterpar�es demanding addi�onal collateral pledges or liquida�on of some of the exis�ng collateral to reduce borrowing levels.

Our borrowings are not subject to similar restric�ons and are generally repurchase agreements of limited dura�on that track the Federal Funds Rate and
SOFR and are periodically refinanced at current market rates. Therefore, on average, our cost of funds may rise or fall more quickly than our earnings rate on our
assets. Hence, in a period of increasing interest rates, interest rates on our borrowings could increase without limita�on, while the changes in the interest rates on our
mortgage related assets could be limited. These factors could lower our net interest income or cause a net loss during periods of rising interest rates, which would
nega�vely impact our liquidity, net income and our ability to make distribu�ons to stockholders.

We an�cipate that in most cases the interest rates, interest rate indices and repricing terms of our mortgage assets and our funding sources will not be
iden�cal, thereby crea�ng an interest rate mismatch between assets and liabili�es. These indices generally move in the same direc�on, but there can be no assurance
that this will con�nue to occur. Furthermore, our net income may vary somewhat as the spread between one-month interest rates, the typical term for our repurchase
agreements, and the interest rates on our mortgage assets varies. During periods of changing interest rates, such interest rate mismatches could nega�vely impact our
net interest income, dividend yield and the market price of our stock.

Another component of interest rate risk is the effect changes in interest rates will have on the market value of our MBS. We face the risk that the market
value of our MBS will increase or decrease at different rates than that of our liabili�es, including our deriva�ve instruments and obliga�ons to return securi�es
received as collateral.

We primarily assess our interest rate risk by es�ma�ng the effec�ve dura�on of our assets and the effec�ve dura�on of our liabili�es and by es�ma�ng the
�me difference between the interest rate adjustment of our assets and the interest rate adjustment of our liabili�es. Effec�ve dura�on essen�ally measures the
market price vola�lity of financial instruments as interest rates change. We generally es�mate effec�ve dura�on using various financial models and empirical data.
Different models and methodologies can produce different effec�ve dura�on es�mates for the same securi�es.

The sensi�vity analysis tables presented below reflect the es�mated impact of an instantaneous parallel shi� in the yield curve, up and down 50 and 100
basis points, on the market value of our interest rate-sensi�ve investments and net interest income, at June 30, 2024 and December 31, 2023. It assumes that the
mortgage spread on our MBS remains constant. Actual interest rate movements over �me will likely be different, and such differences may be material. When
evalua�ng the impact of changes in interest rates, prepayment assump�ons and principal reinvestment rates are adjusted based on ACM’s expecta�ons. Interest rates
for interest rate swaps and repurchase agreements are assumed to remain posi�ve. The analysis presented u�lized assump�ons, models and es�mates of ACM based
on ACM's judgment and experience.
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Percentage Change in Projected
Change in Interest Rates Net Interest Income Por�olio Including Deriva�ves Shareholder's Equity

June 30, 2024
1.00% 8.19% (0.75)% (6.75)%
0.50% 4.06% (0.30)% (2.70)%

(0.50)% (3.96)% 0.10% 0.92%
(1.00)% (7.62)% (0.06)% (0.53)%

December 31, 2023
1.00% (5.93)% (1.24)% (11.57)%
0.50% (2.96)% (0.50)% (4.64)%

(0.50)% 2.95% 0.20% 1.83%
(1.00)% 5.89% 0.07% 0.61%

While the tables above reflect the es�mated immediate impact of interest rate increases and decreases on a sta�c securi�es por�olio, we rebalance our
securi�es por�olio from �me to �me either to seek to take advantage of or reduce the impact of changes in interest rates. It is important to note that the impact of
changing interest rates on market value and net interest income can change significantly when interest rates change beyond 100 basis points from current levels.
Therefore, the vola�lity in the market value of our assets could increase significantly when interest rates change beyond amounts shown in the tables above. In
addi�on, other factors impact the market value of and net interest income from our interest rate-sensi�ve investments and deriva�ve instruments, such as the shape
of the yield curve, market expecta�ons as to future interest rate changes and other market condi�ons. Accordingly, interest income would likely differ from that shown
above and such difference might be material and adverse to our stockholders.

Mortgage Spread Risk

Weakness in the mortgage market may adversely affect the performance and market value of our investments. This could nega�vely impact our book value.
Furthermore, if our lenders are unwilling or unable to provide addi�onal financing, we could be forced to sell our MBS at an inopportune �me when prices are
depressed.

The table below quan�fies the es�mated changes in the fair value of our securi�es por�olio and in our stockholders' equity as of June 30, 2024 and
December 31, 2023. The es�mated impact of changes in spreads is in addi�on to our interest rate sensi�vity presented above. Our securi�es por�olio's sensi�vity to
mortgage spread changes will vary with changes in interest rates and in the size and composi�on of our securi�es por�olio. Therefore, actual results could differ
materially from our es�mates.

June 30, 2024 December 31, 2023
Percentage Change in Projected Percentage Change in Projected

Change in MBS spread Por�olio Value Shareholders' Equity Por�olio Value Shareholders' Equity
+25 BPS (1.29)% (11.19)% (1.14)% (10.29)%
+10 BPS (0.52)% (4.48)% (0.46)% (4.12)%
-10 BPS 0.52% 4.48% 0.46% 4.12%
-25 BPS 1.29% 11.19% 1.14% 10.29%
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Prepayment Risk

As we receive payments of principal on our MBS, premiums paid on such securi�es are amor�zed against interest income and discounts are accreted to
interest income as realized. Premiums arise when we acquire MBS at prices in excess of the principal balance of the mortgage loans underlying such MBS. Conversely,
discounts arise when we acquire MBS at prices below the principal balance, adjusted for expected impairment losses, of the mortgage loans underlying such MBS.
Vola�lity in actual prepayment speeds will create vola�lity in the amount of premium amor�za�on we recognize. Higher speeds will reduce our interest income and
lower speeds will increase our interest income.

Credit Risk

We have limited our exposure to impairment losses on our securi�es por�olio of Agency Securi�es. The payment of principal and interest on the Freddie Mac
and Fannie Mae Agency Securi�es are guaranteed by those respec�ve agencies and the payment of principal and interest on the Agency Securi�es guaranteed by
Ginnie Mae are backed by the full faith and credit of the U.S. Government. Fannie Mae and Freddie Mac remain in conservatorship of the U.S. Government. There can
be no assurances as to how or when the U.S. Government will end these conservatorships or how the future profitability of Fannie Mae and Freddie Mac and any
future credit ra�ng ac�ons may impact the credit risk associated with Agency Securi�es and, therefore, the value of the Agency Securi�es. All of our Agency Securi�es
are issued and guaranteed by GSEs or Ginnie Mae. The GSEs have a long term credit ra�ng of AA+.

Liquidity Risk

Our primary liquidity risk arises from financing long-maturity MBS with short-term debt. The interest rates on our borrowings adjust frequently while the
interest rates on our MBS are fixed. Accordingly, in a period of rising interest rates, our borrowing costs will usually increase faster than our interest earnings from
MBS. Our repurchase agreements require that we maintain adequate pledged collateral. A decline in the value of the MBS pledged as collateral for borrowings under
repurchase agreements could result in the counterpar�es demanding addi�onal collateral pledges or liquida�on of some of the exis�ng collateral to reduce borrowing
levels.

Opera�onal Risk

We rely on our financial, accoun�ng and other data processing systems. Computer malware, viruses, computer hacking and phishing a�acks have become
more prevalent in our industry and may occur on our systems. Although we have not detected a material cybersecurity breach to date, other financial services
ins�tu�ons have reported material breaches of their systems, some of which have been significant. Even with all reasonable security efforts, not every breach can be
prevented or even detected. It is possible that we have experienced an undetected breach. There is no assurance that we, or the third par�es that facilitate our
business ac�vi�es, have not or will not experience a breach. It is difficult to determine what, if any, nega�ve impact may directly result from any specific interrup�on
or cyber-a�acks or security breaches of our networks or systems (or the networks or systems of third par�es that facilitate our business ac�vi�es) or any failure to
maintain performance.

ACM has established an Informa�on Technology Steering Commi�ee (the "ITSC") to help mi�gate technology risks including cybersecurity. One of the roles of
the ITSC is to oversee cyber risk assessments, monitor applicable key risk indicators, review cybersecurity training procedures, oversee the Company’s Cybersecurity
Policies, including an incident response plan. and engage third par�es to conduct periodic penetra�on tes�ng. Our cybersecurity risk assessment includes an
evalua�on of cyber risk related to sensi�ve data held by third par�es on their systems. There is no assurance that these efforts will effec�vely mi�gate cybersecurity
risk and mi�ga�on efforts are not an assurance that no cybersecurity incidents will occur.

In addi�on, our Audit Commi�ee periodically monitors and oversees our informa�on and cybersecurity risks including reviewing and approving any
informa�on and cybersecurity policies, procedures and resources, and reviewing our informa�on and cybersecurity risk assessment, detec�on, protec�on, and
mi�ga�on systems.
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Item 4. Controls and Procedures

Evalua�on of Disclosure Controls and Procedures

We maintain disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) that are designed to ensure that
informa�on required to be disclosed in our reports filed or submi�ed under the Exchange Act, is recorded, processed, summarized and reported within the �me
periods specified in the SEC’s rules and forms, and to ensure that informa�on required to be disclosed in our reports filed or furnished under the Exchange Act, is
accumulated and communicated to our management, including our CEO and CFO, as appropriate, to allow �mely decisions regarding required disclosures. Our CEO
and CFO par�cipated in an evalua�on by our management of the effec�veness of our disclosure controls and procedures as of the end of our second quarter that
ended on June 30, 2024. Based on their par�cipa�on in that evalua�on, our CEO and CFO concluded that our disclosure controls and procedures were not effec�ve as
of June 30, 2024 due to the material weaknesses iden�fied below.

Based on this evalua�on and an evalua�on of the Company’s internal control over financial repor�ng (as defined in Rules 13a-15(f) and 15d-15(f) under the
Exchange Act) during the second quarter ended June 30, 2024, we have concluded that we have material weaknesses in each of the following areas:

Control Environment

We did not maintain an effec�ve control environment based on the criteria established in the Commi�ee of Sponsoring Organiza�ons of the Treadway
Commission (“COSO”) framework which resulted in deficiencies in principles associated with the control environment. Specifically, these control deficiencies cons�tute
material weaknesses, either individually or in the aggregate, rela�ng to: (i) our commitment to integrity and ethical values; (ii) our Board demonstra�ng independence
from management and exercising oversight of the development and performance of internal control; (iii) establishment, with Board oversight, of structures, repor�ng
lines, and appropriate authori�es and responsibili�es in the pursuit of objec�ves; and (iv) demonstra�on of a commitment to a�ract, develop, and retain competent
individuals in alignment with objec�ves.

Risk Assessment

We did not maintain effec�ve risk assessment based on the criteria established in the COSO framework which resulted in deficiencies in principles associated
with risk assessment. Specifically, this control deficiency cons�tutes a material weakness, rela�ng to: considering the poten�al for fraud in assessing risks to the
achievement of objec�ves.

Informa�on and Communica�on

We did not generate and provide quality informa�on and communica�on based on the criteria established in the COSO framework, which resulted in
deficiencies in the principles associated with the informa�on and communica�on component. Specifically, these control deficiencies cons�tute material weaknesses,
either individually or in the aggregate, rela�ng to: (i) internal communica�on of informa�on, including objec�ves and responsibili�es for internal control, necessary to
support the func�oning of internal control and (ii) communica�ng with external par�es regarding ma�ers affec�ng the func�oning of internal control.

The following was a contribu�ng factor to the material weaknesses in the control environment, risk assessment and informa�on and communica�on:

Certain members of senior management and the Board did not maintain an appropriate tone at the top. Specifically, certain members of senior management
and the Board engaged in inappropriate conduct during the course of the Special Commi�ee internal inves�ga�on of issues raised internally at the Company in late
January 2024 that did not comport with the Company’s culture of compliance and Code of Business Conduct and Ethics, Whistleblower Policy and the
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Board’s Corporate Governance Guidelines. The tone set by these individuals was insufficient to create the proper environment for effec�ve internal control over
financial repor�ng, to ensure compliance with the Company’s policies, and to further the Company’s commitment to integrity and ethical values. Informa�on about
the Special Commi�ee internal inves�ga�on and the findings are disclosed in our Annual Report on Form 10-K for the fiscal year ended December 31, 2023, under the
heading, “Item 9B. Other Informa�on.”

A�er giving full considera�on to these material weaknesses, and the addi�onal analyses and other procedures that we performed to ensure that our
consolidated financial statements included in this Quarterly Report on Form 10-Q were prepared in accordance with GAAP, our management has concluded that our
consolidated financial statements present fairly, in all material respects, our financial posi�on, results of opera�ons and cash flows for the periods disclosed in
conformity with GAAP. However, these control deficiencies could have resulted in material misstatements to the quarterly consolidated financial statements that
would not have been prevented or detected on a �mely basis.

Remedia�on Plan and Status

With oversight and input from the Board, management has been con�nuing to design and implement changes in processes and controls to remediate the
material weaknesses and to enhance our internal control over financial repor�ng as noted below. Management and the Board, including the independent members of
the Board, are con�nuing to work to remediate the material weaknesses iden�fied herein. The Company has completed or made progress on certain remedial ac�ons
and expects to take other remedial ac�ons, as described in more detail below. As previously disclosed, the Company has streamlined the Company’s senior
management structure such that the Company now has a single CEO and Vice Chair - Sco� Ulm - following the re�rement of Jeffrey Zimmer. Also, as previously
disclosed, the Company has entered into an advisory agreement with Mr. Zimmer, which documents Mr. Zimmer’s ongoing service to the Company as an ex-officio,
non-vo�ng special advisor to the Board, since immediately following his re�rement.

In addi�on, the Company has completed or con�nues to implement the following ac�ons to enhance its internal control over financial repor�ng and its
corporate culture:

a. Caused ACM to provide a wri�en reminder to all ACM employees of ACM’s and the Company’s policies and procedures that address workplace conduct,
professionalism and integrity, including procedures for the submission of complaints without retalia�on, and the inves�gatory process. Such no�ce also
reiterated to employees of the need to conduct themselves ethically and professionally and to comply with the Company’s policies and laws and regula�ons,
or face disciplinary ac�on;

b. Revised the Company’s Whistleblower Policy and Code of Business Conduct and Ethics to provide for an independent third-party whistleblower hotline,
where complaints can be raised anonymously, without a�ribu�on;

c. Added a “tone-at-the-top” assessment to the internal audit func�on at the Company, as an area for regular examina�on, tes�ng and assessment, including
cer�fica�ons from senior management to confirm that each senior manager is aware of tone-at-the-top and that such individual has not witnessed any
incidents of concern, or, if such an incident has occurred, that it has been dealt with appropriately;

d. Engaged an independent, third-party consultant to provide regular (at least annual) training to all management level personnel regarding tone-at-the-top, and
best prac�ces to ensure a posi�ve tone-at-the-top, with Board members invited and encouraged to join such sessions. Management expects that such
training will commence during the third quarter of 2024;

e. Hosted an ini�al town hall mee�ng in May 2024, with plans to conduct addi�onal town hall mee�ngs on a regular basis, where all Company and ACM
personnel will be provided an opportunity to par�cipate in an open discussion with management and have a forum to raise any issues or concerns.
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ARMOUR Residen�al REIT, Inc.
Market Risk Disclosures (con�nued)

Management believes the foregoing efforts will effec�vely remediate the material weaknesses described above. However, as the Company con�nues to
evaluate and work to improve its internal control over financial repor�ng, management may determine to take addi�onal measures to improve controls or determine
to modify the remedia�on plan. The Company is working to remediate the material weaknesses iden�fied above as efficiently and effec�vely as possible. At this �me,
the Company cannot provide an es�mate of the �ming or costs expected to be incurred to remediate such material weaknesses.

Changes in Internal Control Over Financial Repor�ng

Except for the changes described above, there has been no change in the Company’s internal control over financial repor�ng during the second quarter
ended June 30, 2024 that has materially affected or is reasonably likely to materially affect its internal control over financial repor�ng.
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PART II. OTHER INFORMATION
ARMOUR Residen�al REIT, Inc.

Item 1. Legal Proceedings

During the quarter ended June 30, 2024, there have been no material changes to the legal proceedings disclosed in our Annual Report on Form 10–K for the
year ended December 31, 2023, filed with the SEC on March 15, 2024.

Item 1A. Risk Factors

There have been no material changes to the risk factors disclosed in our Annual Report on Form 10-K for the year ended December 31, 2023, filed with the
SEC on March 15, 2024.

Item 2. Unregistered Sales of Equity Securi�es and Use of Proceeds

None.

Item 3. Defaults Upon Senior Securi�es

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Informa�on

None.
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ARMOUR Residen�al REIT, Inc.
Item 6. Exhibits

Item 6. Exhibits

Exhibit Index
Exhibit Number Descrip�on

10.1 Amendment No. 2, dated June 20, 2024, by and among ARMOUR Residen�al REIT, Inc. and ARMOUR Capital Management LP, and
BUCKLER Securi�es LLC, JonesTrading Ins�tu�onal Services LLC, Ci�zens JMP Securi�es, LLC, Ladenburg Thalmann & Co. Inc., B. Riley
Securi�es, Inc., StockBlock Securi�es LLC and BTIG, LLC (Incorporated by reference to Exhibit 1.1 to ARMOUR's Current Report on Form 8-
K filed with the SEC on June 21, 2024)

10.2 Amendment No. 1, dated June 20, 2024, among ARMOUR Residen�al REIT, Inc., ARMOUR Capital Management LP, B. Riley Securi�es, Inc.,
BUCKLER Securi�es LLC and BTIG, LLC (Incorporated by reference to Exhibit 1.2 to ARMOUR's Current Report on Form 8-K filed with the
SEC on June 21, 2024)

10.3 Advisory Agreement, dated June 20, 2024, between ARMOUR Residen�al REIT, Inc. and Jeffrey Zimmer (1)
31.1 Cer�fica�on of Chief Execu�ve Officer Pursuant to SEC Rule 13a-14(a)/15d-14(a) (1)
31.2 Cer�fica�on of Chief Financial Officer Pursuant to SEC Rule 13a-14(a)/15d-14(a) (1)
32.1 Cer�fica�on of Chief Execu�ve Officer Pursuant to 18 U.S.C. §1350 (2)
32.2 Cer�fica�on of Chief Financial Officer Pursuant to 18 U.S.C. §1350 (2)

101.INS XBRL Instance Document - the instance document does not appear in the Interac�ve Data File because its XBRL tags are embedded within
the Inline XBRL document.

101.SCH XBRL Taxonomy Extension Schema Document (1)
101.CAL XBRL Taxonomy Extension Calcula�on Linkbase Document (1)
101.DEF XBRL Taxonomy Extension Defini�on Linkbase Document (1)
101.LAB XBRL Taxonomy Extension Label Linkbase Document (1)
101.PRE XBRL Taxonomy Extension Presenta�on Linkbase Document (1)
104 Cover Page Interac�ve Data (forma�ed as Inline XBRL and contained in Exhibit 101)

(1) Filed herewith.
(2) Furnished herewith.

https://content.edgar-online.com/ExternalLink/EDGAR/0001428205-24-000157.html?hash=a71d86cc0357f264534915750ee5bd5005efab200de3cd16ad14f1b6616762ff&dest=exhibit11amendmentno2toequ_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001428205-24-000157.html?hash=a71d86cc0357f264534915750ee5bd5005efab200de3cd16ad14f1b6616762ff&dest=exhibit11amendmentno2toequ_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001428205-24-000157.html?hash=a71d86cc0357f264534915750ee5bd5005efab200de3cd16ad14f1b6616762ff&dest=exhibit11amendmentno2toequ_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001428205-24-000157.html?hash=a71d86cc0357f264534915750ee5bd5005efab200de3cd16ad14f1b6616762ff&dest=exhibit11amendmentno2toequ_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001428205-24-000157.html?hash=a71d86cc0357f264534915750ee5bd5005efab200de3cd16ad14f1b6616762ff&dest=exhibit12amendmentno1toequ_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001428205-24-000157.html?hash=a71d86cc0357f264534915750ee5bd5005efab200de3cd16ad14f1b6616762ff&dest=exhibit12amendmentno1toequ_htm
https://content.edgar-online.com/ExternalLink/EDGAR/0001428205-24-000157.html?hash=a71d86cc0357f264534915750ee5bd5005efab200de3cd16ad14f1b6616762ff&dest=exhibit12amendmentno1toequ_htm
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SIGNATURES

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

 

July 24, 2024 ARMOUR RESIDENTIAL REIT, INC.
  
  /s/ Gordon M. Harper
  Gordon M. Harper
  Chief Financial Officer, Duly Authorized Officer,

Principal Financial Officer and Principal Accoun�ng Officer



EXHIBIT 10.3

ADVISORY AGREEMENT

This Advisory Agreement (“Agreement”) is entered into on June 20, 2024, by and between ARMOUR Residential REIT, Inc. (“Company” or “ARR”), and
Jeffrey Zimmer (“Advisor”), executed and effective as of March 15, 2024 (the “Effective Date”).

1. GENERAL INFORMATION

Company desires to retain Advisor as an independent contractor to perform advisory services for the Board of Directors of Company from time to time and
Advisor is willing to perform such services, on terms set forth more fully below beginning on the Effective Date.

2. SERVICES AND COMPENSATION

(a) Services: Advisor shall provide the following services: Advisory services to the Board of Directors of Company, within such parameters as set forth on
Addendum A attached hereto (collectively the “Services”). In this capacity, Advisor shall be an ex-officio, non-voting special advisor to the Board.

(b) Compensation: In consideration for the Services, the Phantom Shares granted to Advisor by Company on February 14, 2023 shall continue to vest during
the period that Advisor provides the Services. Advisor waives any right to additional compensation with respect to the Services. For the avoidance of doubt, the
Phantom Shares shall fully vest upon Advisor’s death or Disability, as set forth in Section 2(f) of the Phantom Share Award Agreement.

(c) Benefits: Advisor acknowledges and agrees, and it is the intent of the parties hereto, that Advisor receives no benefits from Company, either as an
independent contractor or employee. If Advisor is reclassified by a state or federal agency or court as an employee for tax or other purposes, Advisor will become a non-
benefit employee and will receive no benefits from Company, except those mandated by state or federal law, even if by the terms of the benefit plans or programs of
Company in effect at the time of such reclassification Advisor would otherwise be eligible for such benefits.

3. INDEPENDENT CONTRACTOR STATUS; NO FIDUCIARY

It is expressly agreed and understood that Advisor will be performing Services under this Agreement as an independent contractor for Company and that neither Advisor
nor any employee, representative, agent or subcontractor of Advisor is an employee or agent of Company. Advisor shall not hold out himself as an employee, agent,
representative, partner or joint venturer of Company. Company and Advisor acknowledge and agree that Advisor has not assumed and will not assume any fiduciary
responsibility in favor of Company or any of its respective subsidiaries or other affiliates with respect to the Services or under this Agreement. This Agreement does not
address any fiduciary duties that Advisor may have to Company or any of its respective subsidiaries or other affiliates in any other capacity or with respect to any other
services other than as an Advisor performing the Services. Advisor will perform the Services at a location of his choice, will set his own schedule for performing the
Services (subject to interim and final deadlines for the delivery of work product as may from time to time be stated by Company), and will not be subject to the direction
or control of Company in conjunction with his performance of the Services (subject to specifications to be stated by Company from time to time relating to the end work
product). Advisor will be solely responsible for all withholding and payment of taxes and similar charges related to the compensation paid hereunder, as well as any
applicable insurance, including, but not limited to, any worker’s compensation. Company will report all payments to Advisor hereunder via a Form 1099.

4. LIMITATION OF LIABILITY

Subject to Section 5, Company’s liability to Advisor for the Services is expressly limited to paying Advisor the compensation provided for in this Agreement. Subject to
Section 5, except as arising from Company’s willful breach of this Agreement or willful misconduct by Company, Company will not be liable to Advisor for any special,
consequential, incidental or punitive damages of any kind under or related to this Agreement, whether arising in contract, tort or otherwise, and whether or not Company
had knowledge of the possibility of any such damages.

5. NO THIRD PARTY VIOLATION; INDEMNITY

Advisor represents and warrants that his performance of the Services and the delivery of all work product rendered pursuant to this Agreement will not violate any legal
or contractual obligation that Advisor has to any third party (including, but not limited to, copyright, trademark and patent rights), and that Advisor has the absolute right
to generate and distribute, for Company’s commercial use, any and all work product rendered pursuant to this Agreement. Company hereby agrees to



indemnify, defend and hold harmless Advisor from any and all claims by any third parties arising from or in respect of any acts or omissions, errors of judgment or
mistakes of law (or any alleged acts or omissions, errors of judgment or mistakes of law) performed or made while acting in the capacity contemplated under this
Agreement and that is related to the Services. Notwithstanding the foregoing, Company shall have no indemnification obligation under this Section 5 in the event that
Advisor is ultimately found to have been grossly negligent, acted with reckless disregard or engaged in willful misconduct or fraud while discharging his duties under
this Agreement. Advisor hereby agrees to indemnify, defend and hold harmless Company and its affiliates, directors, officers, stockholders, equity holders, employees,
representatives and agents, and any affiliates thereof, from any and all claims by any third parties arising from or in respect of any acts or omissions, errors of judgment
or mistakes of law (or any alleged acts or omissions, errors of judgment or mistakes of law) performed or made while acting in the capacity contemplated under this
Agreement that is related to the Services wherein Advisor is ultimately found to have been grossly negligent, acted with reckless disregard or engaged in willful
misconduct or fraud while discharging his duties under this Agreement. The Company has added Advisor as an “Insured Person” under the Company’s existing D&O
insurance policy, policy number USFO4745423, pursuant to Endorsement Number 42. All other terms, conditions and limitations therein remain unchanged.

6. CONFLICTING OBLIGATIONS; NO INSIDER TRADING

(a) Advisor certifies that Advisor has no outstanding agreement or obligation that would preclude Advisor from complying with the provisions hereof, and
further certifies that Advisor will not enter into any such conflicting Agreement during the term of this Agreement.

(b) Advisor is aware of the restrictions imposed by federal securities laws on the purchase or sale of Company’s securities by any person who has received material non-
public information from or on behalf of Company and on the communication of such information to any other person when it is reasonably foreseeable that such other
person may purchase or sell Company’s securities while in possession of such information. Advisor agrees to comply with these restrictions. Advisor agrees to continue
to be bound by the terms of Company’s insider trading policy, as amended from time to time (the “Policy”), as though an officer of Company subject to such Policy,
during the period of this Agreement and for any period thereafter contemplated by the Policy.

7. CONFIDENTIALITY OBLIGATIONS OF ADVISOR

Advisor acknowledges that in rendering Services to Company, Advisor will receive information that Company regards as confidential (“Confidential Information”).
Confidential Information incorporates information or material which is not generally available to or used by others, or the utility or value of which is not generally
known or recognized as standard practice, whether or not the underlying details are in the public domain, including: (a) information or material which relates to
inventions, technological developments, “know-how”, purchasing, accounting, merchandising, or licensing, (b) trade secrets as defined under applicable law, (c)
software in various stages of development (source code, object code, documentation, diagrams, flow charts), designs, drawings, specifications, models, data, and
customer information, and (d) any information regarding customers, pricing, employees or other matter of the type which Company treats as proprietary or designates as
confidential, whether or not owned or developed by Company. Advisor agrees to receive and hold Confidential Information with no less than a commercially reasonable
degree of care, not to disclose Confidential Information (other than as required to perform Advisor’s duties under this Agreement), and not to use any Confidential
Information for the personal benefit of Advisor or any third party. Advisor’s obligations under this paragraph 7 shall survive and continue with respect to each item of
Confidential Information after the termination of this Agreement.

8. EQUITABLE RELIEF

Advisor hereby acknowledges that a breach by Advisor of any of the provisions of this Agreement relating to Confidential Information or Company proprietary
information will cause Company irreparable injury and damage for which remedies at law would be inadequate. Therefore, Advisor hereby agrees that Company shall
be entitled to seek injunctive and/or other equitable relief to prevent a breach or threatened breach of this Agreement, or any part of it, and to secure its performance.

9. TERMINATION

This Agreement shall remain in effect unless and until it is terminated as set forth herein. This Agreement may be terminated by either party immediately upon written
notice to the other party. Upon termination or expiration of this Agreement, Advisor shall promptly deliver all work product performed pursuant to this Agreement,
whether or not it is completed, and shall promptly comply with any provisions of this Agreement regarding the return of Confidential Information. Notwithstanding any
termination of this Agreement, the provisions of paragraphs 4, 5, 6, 7, 8, 9, 10, and 11 will survive.



10. RETURN OF MATERIALS

Advisor shall deliver to Company promptly upon request, or on the date of termination, any and all Confidential Information, and copies or summaries thereof.

11. GENERAL PROVISIONS

(a) This Agreement, together with any exhibits hereto, represents the full and complete understanding between Advisor and Company and supersedes all prior
representations and understandings with respect to the subject matter hereof, oral or written.

(b) All obligations under this Agreement shall be binding upon the heirs, executors, administrators, or other legal representatives, and all successors and permitted
assigns of Advisor, and this Agreement shall inure to the benefit of Company, its successors, and assigns.

(c) This Agreement may not be amended or modified, in whole or in part, except by a written agreement signed by the parties that expressly amends, terminates or
supersedes this Agreement.

(d) Advisor may not assign this Agreement or any right or obligation hereunder or delegate any of its duties hereunder, whether by operation of law or otherwise,
without Company’s prior written consent, which Company may withhold in its sole discretion. Any and all assignments or delegations without such prior written
consent shall be deemed void.

(e) If one or more provisions of this Agreement are declared invalid, illegal, or unenforceable in any respect, the remaining provisions contained herein shall not in any
way be affected or impaired thereby.

(f) In the event of any litigation in connection with, or concerning the subject matter of, this Agreement, the prevailing party shall be entitled to recover its attorneys’
fees, costs and expenses actually incurred in connection with such litigation.

(g) This Agreement shall be governed by the laws of the State of Maryland without regards to its conflicts of laws principles. Notwithstanding the preceding sentence,
each party will be entitled to seek and obtain equitable relief, by order, injunction or otherwise, to enforce its rights under this Agreement in any jurisdiction.

(h) Notices given under this Agreement shall be in writing and shall be addressed to a party at the address of such party designated below or at such other address as a
party may designate in a notice provided in accordance with the foregoing. Any such notice shall be deemed given upon actual receipt, on the fourth business day
following deposit in the U.S. Mail, registered and postage prepaid, on the next business day following delivery to an internationally recognized express courier,
expenses prepaid, for delivery from and within the United States, or on the second business day following delivery to an internationally recognized express courier,
expenses prepaid, for delivery from or outside the United States. Notices delivered electronically or by facsimile will be deemed given upon receipt of delivery
confirmation.

(i) This Agreement may be executed in counterparts, each of which will be considered an original and all of which together shall constitute one instrument. Facsimile or
electronic signatures will have the same effect as original signatures on this Agreement and otherwise in connection with this Agreement.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the Effective Date designated above.

Jeffrey Zimmer ARMOUR Residential REIT, Inc.

By: /s/ Scott J. Ulm
By: /s/ Jeffrey Zimmer Name: Scott J. Ulm___________
Title: Chief Executive Officer



ADDENDUM A

Jeffrey Zimmer’s continuing role at the external management company, ARMOUR Capital Management LP (“ACM”) with respect to ARR will center on areas where
he has significant experience and expertise and will be conducted only in an advisory capacity with respect to ARR. Mr. Zimmer may continue as an active ACM
partner to advise on day-to-day finance, lending and trading activities (e.g., capital markets, fundraising, repo lending, MBS portfolio), subject to certain restrictions, as
follows. He cannot have authority to bind or commit, or ultimate decision-making authority with respect to ARR on transactions, courses of action, or material contracts,
and cannot have any decision-making or supervisory authority over: (i) the financial reporting functions for ARR, including preparation of financial statements; (ii)
compensation decisions for ACM employees; and (iii) employment decisions at ACM (i.e., hiring, promotions, terminations). Mr. Zimmer will not sign ARR’s SOX 302
certifications or provide management representations with respect to the SEC reporting of ARR. None of ACM’s employees will report to Mr. Zimmer.

Outside of these restrictions, Mr. Zimmer may be involved in areas and activities with respect to ACM’s business with ARR, including, but not limited to the following
activities, subject to certain constraints described below:

MBS portfolio strategy: Mr. Zimmer may continue to advise on developing MBS portfolio strategy, including, participation in daily meetings and ad hoc meetings when
necessary. This may include assessing relative value between securities, rate and prepayment risk issues, coupon stack and pool selection criteria, among other factors
considered in managing ARR’s portfolio. He cannot execute portfolio transactions or direct others to execute portfolio transactions, although he may make
recommendations and provide strategies and advice.

Capital markets: He may speak with bankers, analysts, and traders, but cannot commit the firm to any transaction or course of action on behalf of ARR. His authorized
activities may include assessing common, preferred, convertible, and debt opportunities in various markets of execution including block trades, underwritten offerings
and ATM transactions. He also cannot discuss Company’s forecasts, guidance or anticipated metrics with such individuals. He cannot bind, nor direct others to bind,
ARR to the execution of these transactions. All such final decisions communicated to such individuals will be made by the CEO or other authorized officer of ARR.

Hedging and Financing: Mr. Zimmer may speak with bankers, analysts, and traders, but cannot commit the firm to any transaction or course of action on behalf of ARR.
He may advise on hedge instruments, relationship with portfolio construction, margin requirements and relative value in instruments and tenors. Mr. Zimmer may
consult on repo financing opportunities between different counterparties, financing tenors and risks in various market conditions, and counterparty risk. All such final
decisions communicated to such individuals will be made by the CEO or other authorized officer of ARR.

Communication: He may advise on communications internally and externally including monthly updates, board books, and ARR presentations. He may review and
assist with existing communications strategies and may develop additional approaches to enhance ARR’s investor relations. Mr. Zimmer may provide materials or
information to the Board of Directors of ARR or its committees, but otherwise, Mr. Zimmer cannot authorize, deliver or send communications on behalf of ARR, either
internally or externally.

In addition to his continuing role at ACM, Mr. Zimmer will serve as a special advisor to the ARR Board of Directors. In that capacity, he will be invited to Board of
Directors meetings of ARR, may recommend strategies, and discuss the state of the markets, all of which may be considered by members of the Board of Directors.

Mr. Zimmer will continue to have full authority and decision-making authority with respect to ACM’s other business activities that are outside of those contemplated by
the ACM-ARR management agreement or for clients or other ventures that are not ARR or its subsidiaries.



EXHIBIT 31.1

Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
 
I, Scott J. Ulm of ARMOUR Residential REIT, Inc., certify that:

1. I have reviewed this quarterly report on Form 10-Q for the period ended June 30, 2024 of ARMOUR Residential REIT, Inc. (the “registrant”);

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

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

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

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

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

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

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

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

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

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

Date: July 24, 2024
ARMOUR RESIDENTIAL REIT, INC.

 By: /s/ Scott J. Ulm
  Scott J. Ulm
  Chief Executive Officer



EXHIBIT 31.2

Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
 
I, Gordon M. Harper of ARMOUR Residential REIT, Inc., certify that:

1. I have reviewed this quarterly report on Form 10-Q for the period ended June 30, 2024 of ARMOUR Residential REIT, Inc. (the “registrant”);

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

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

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

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

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

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

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

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

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

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

Date: July 24, 2024
ARMOUR RESIDENTIAL REIT, INC.

 By: /s/ Gordon M. Harper
  Gordon M. Harper
  Chief Financial Officer



EXHIBIT 32.1

Certification Pursuant To
18 U.S.C. Section 1350,
as Adopted Pursuant to

Section 906 of The Sarbanes-Oxley Act of 2002
 

In connection with the Quarterly Report of ARMOUR Residential REIT, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2024 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Scott J. Ulm, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

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

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: July 24, 2024
ARMOUR RESIDENTIAL REIT, INC.

 By: /s/ Scott J. Ulm
  Scott J. Ulm
  Chief Executive Officer



EXHIBIT 32.2
 

Certification Pursuant To
18 U.S.C. Section 1350,
as Adopted Pursuant to

Section 906 of The Sarbanes-Oxley Act of 2002
 

In connection with the Quarterly Report of ARMOUR Residential REIT, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2024 as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), I, Gordon M. Harper, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C.
section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
 

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

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: July 24, 2024
ARMOUR RESIDENTIAL REIT, INC.

 By: /s/ Gordon M. Harper
  Gordon M. Harper
  Chief Financial Officer


